
This document is important and requires your immediate attention. If you are in any doubt about the contents of this document, you

should consult a person authorised under the Financial Services and Markets Act 2000 (“FSMA”) who specialises in advising on the

acquisition of shares and other securities. The whole of the text of this document should be read. You should be aware that an investment in the

Company involves a high degree of risk and prospective investors should also carefully consider Part I of this document entitled ‘‘Risk Factors’’.

This document does not constitute, and the Company is not making, an offer of transferable securities to the public within the meaning of sections

85 and 102B of FSMA or otherwise. This document is not an approved prospectus for the purposes of and as defined in section 85 of FSMA and it

has not been prepared in accordance with the Prospectus Rules nor has it been approved by the FCA and a copy has not been delivered to the FCA

under regulation 3.2 of the Prospectus Rules. This document is not an Admission Document (as defined under the AIM Rule for Companies) and

does not constitute an offer to the public in accordance with the provisions of section 85 of FSMA. Accordingly, this document has not been

prepared in accordance with the Prospectus Rules, nor has it been approved by the FCA pursuant to section 85 of FSMA and a copy has not been

delivered to the FCA under rule 3.2 of the Prospectus Rules.

The Company and Directors, whose names appear on page 7 of this document, accept responsibility for all the information contained in this

document, including collective and individual responsibility for compliance with the AIM Rules. To the best of the knowledge and belief of

the Company and Directors, who have taken all reasonable care to ensure that such is the case, the information contained in this document

is in accordance with the facts and does not omit anything likely to affect the import of such information. In connection with this document,

no person is authorised to give any information or make any representation other than as contained in this document and, if given or made,

any such information or representation must not be relied upon as having been authorised.

The Existing Shares are admitted to AIM, a market operated by the London Stock Exchange, however, trading in the Existing Shares is

currently suspended. Application will be made to the London Stock Exchange for the admission of the Placing Shares to trading on AIM once

the suspension has been lifted.

AIM is a market designed primarily for emerging or smaller companies to which a higher investment risk than that associated with larger or

more established companies tends to be attached. A prospective investor should be aware of the potential risks in investing in such

companies and should make the decision to invest only after careful consideration and, if appropriate, consultation with his or her own

independent financial adviser. Each AIM company is required, pursuant to the AIM Rules for Companies, to have a nominated adviser. AIM

securities are not admitted to the Official List of the UK Listing Authority (‘‘UKLA’’). Neither the UKLA nor the London Stock Exchange has

examined or approved the contents of this document. The AIM Rules are less demanding than those of the Official List of the UKLA. It is

emphasised that no application has been made, or is being made, for admission of these securities to the Official List of the UKLA or to

trading on the London Stock Exchange’s market for listed securities.

The Fund is governed by the Collective Investment Funds (Jersey) Law, 1988 as amended (the ‘‘ Funds Law’’) and the subordinate legislation

made thereunder. The Fund, has obtained a cer t i f icate under the Funds Law from the Jersey Financial Services Commission (the

‘‘Commission’’) to operate from within Jersey as a collective investment fund. The Commission is protected by the Funds Law against

liability arising from the discharge of its functions under the Funds Law. The Administrator and the Registrar are licensed by the

Commission under the Financial Services (Jersey) Law 1998 (the “ FS Law”), as amended, to carry out Fund Services Business from within

Jersey. The Commission is protected by the FS Law against liability arising from the discharge of its functions under the FS Law.

THE BLACK SEA PROPERTY FUND LIMITED
(an investment company incorporated in Jersey with registration number 89392)

Placing of up to 152,000,000 Shares at 1 p per Share

Investment Adviser Broker and Placing Agent
BLD Asset Management EOOD Peterhouse Corporate Finance Limited

28 July 2015

No public offering of the Shares in any jurisdiction is being made. No action has been taken or will be taken in any jurisdiction that would

permit a public offer of the Shares in any such jurisdiction where action for that purpose is required, nor has any such action been taken

with respect to the possession or distribution of this document. Persons into whose possession this document comes are required by the

Fund to inform themselves about, and to observe any restriction as to, the Placing and the distribution of this document.

Peterhouse Corporate Finance Limited (“Peterhouse”), which is authorised and regulated in the United Kingdom by the FCA and is a

member of the London Stock Exchange, is acting as Broker to the Company in connection with the Placing and is acting exclusively for the

Company and no one else in connection with the Placing and will not be responsible to any person other than the Company for providing

the regulatory and legal protections afforded to customers (as defined by the FCA Rules) of Peterhouse nor for providing advice in relation

to the contents of this document or any matter, transaction or arrangement referred to in it. No representation or warranty, express or

implied, is made by Peterhouse as to the contents of this document (without limiting the statutory rights of any person to whom this

document is issued). No liability is accepted by Peterhouse for the accuracy of any information or opinions contained in this document or for

the omission of any information from this document, for which the Company and the Directors are solely responsible.
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IMPORTANT INFORMATION

The information below is for general guidance only and it is the responsibility of any person or persons in

possession of this document to inform themselves of, and to observe, all applicable laws and regulations of any

relevant jurisdiction. No person has been authorised by the Company to issue any advertisement or to give any

information or to make any representation in connection with the contents of this document and, if issued, given

or made, such advertisement, information or representation must not be relied upon as having been authorised

by the Company. This document should not be forwarded or transmitted to or into the United States of America,

the Republic of South Africa, Australia, Canada, Japan or to any resident, national, citizen or corporation,

partnership or other entity created or organised under the laws thereof or in any other country outside the

United Kingdom and the Isle of Man where such distribution may lead to a breach of any legal or regulatory

requirement (the “Prohibited Territories”). The distribution of this document may be restricted and accordingly

persons into whose possession this document comes are required to inform themselves about and to observe

such restrictions.

Prospective investors should inform themselves as to: (a) the legal requirements of their own countries for the

purchase, holding, transfer or other disposal of the Shares; (b) any foreign exchange restrictions applicable to the

purchase, holding, transfer or other disposal of the Shares which they might encounter; and (c) the income and

other tax consequences which may apply in their own countries as a result of the purchase, holding, transfer or

other disposal of the Shares. Prospective investors must rely upon their own representatives, including their own

legal advisers and accountants, as to legal, tax, investment or any other related matters concerning the Company

and an investment therein. Statements made in this document are based on the law and practice currently in

force in the UK and are subject to change. This document should be read in its entirety. All holders of Shares are

entitled to the benefit of, and are bound by and are deemed to have notice of, the provisions of the Articles.

The delivery of this document or any subscriptions or purchases made hereunder and at any time subsequent to

the date of this document shall not, under any circumstances, create an impression that there has been no

change in the affairs of the Company since the date of this document or that the information in this document is

correct.

PROSPECTIVE INVESTORS SHOULD READ THE WHOLE TEXT OF THIS DOCUMENT AND SHOULD BE AWARE THAT

AN INVESTMENT IN THE COMPANY IS HIGHLY SPECULATIVE AND INVOLVES A HIGH DEGREE OF RISK.

PROSPECTIVE INVESTORS ARE ADVISED TO READ THE WHOLE OF THE DOCUMENT AND, IN PARTICULAR, THE

RISK FACTORS SET OUT IN PART I OF THIS DOCUMENT.

The distribution of this document outside the UK and Jersey may be restricted by law. No action has been taken

by the Company, the holders of the Shares or Peterhouse that would permit a public offer of Shares or

possession or distribution of this document where action for those purposes is required. Persons outside the UK

and Jersey who come into possession of this document should inform themselves about and observe any

restrictions on the holding of Shares and/or the distribution of this document in their particular jurisdiction.

Failure to comply with these restrictions may constitute a violation of the securities laws of such jurisdiction.

This document does not constitute an offer to sell or an invitation to subscribe for, or solicitation of an offer to

subscribe or buy, Shares to any person in any jurisdiction to whom it is unlawful to make such an offer or

solicitation. In particular, this document is not for distribution (directly or indirectly) in or into the Prohibited

Territories. Accordingly, the Shares may not, subject to certain exceptions, be offered directly or indirectly in or

into the Prohibited Territories. The Shares have not been and will not be registered under the United States

Securities Act of 1933 (as amended) or under the securities legislation of any state of the Prohibited Territories

and they may not be offered or sold directly or indirectly within the Prohibited Territories or to or for the

account or benefit of any national, citizen or resident of the Prohibited Territories.

This document is prepared, and a copy of it has been sent to the Jersey Financial Services Commission, in
accordance with the Collective Investment Funds (Certified Funds – Prospectuses) (Jersey) Order 2012.

The Jersey Financial Services Commission does not take any responsibility for the financial soundness of the Fund

or for the correctness of any statements made or expressed in this document.

The applicant is strongly recommended to read and consider this document before completing an application.
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FORWARD-LOOKING STATEMENTS

This document includes forward-looking statements. These statements relate to, among other things, analysis

and other information that are based on forecasts of future results and estimates of amounts not yet

determinable. These statements also relate to the Company's future prospects, developments and business

strategies.

These forward-looking statements are identified by the use of terms and phrases such as “anticipate”, “believe”,

“could”, “estimate”, “expect”, “intend”, “may”, “plan”, “predict”, “project”, “will” or the negative of those

variations, or comparable expressions, including references to assumptions. These statements are contained in

all sections of this document. The forward-looking statements in this document, including statements concerning

projections of the Company's future results, operating profits and earnings, are based on current expectations

and are subject to risks and uncertainties that could cause actual results to differ materially from those

expressed or implied by those statements.

Certain risks relating to the Group are specifically described in Part I “Risk Factors”. If one or more of these risks

or uncertainties arises, or if underlying assumptions prove incorrect, the Company's actual results may vary

materially from those expected, estimated or projected. Given these uncertainties, potential Shareholders

should not place over-reliance on forward-looking statements.

These forward-looking statements speak only as at the date of this document. The Company undertakes no

obligation to update forward-looking statements or risk factors other than as required by the AIM Rules or

applicable law, whether as a result of new information, future events or otherwise.

The Company and its Directors have taken all reasonable care to ensure that the facts stated in this document
are true and accurate in all material respects and that there are no other material facts the omission of which
would make misleading any statement in this document, whether of fact or opinion. The certificate holder and
its directors accept responsibility accordingly.

Further information in relation to the regulatory treatment of listed funds domiciled in Jersey may be found on
the website of the Jersey Financial Services Commission at www.jerseyfsc.org.

The Fund has been established in Jersey as a listed fund under a fast-track authorisation process. It is suitable
therefore only for professional or experienced investors, or those who have taken appropriate professional
advice.

Regulatory requirements which may be deemed necessary for the protection of retail or inexperienced investors,
do not apply to listed funds. By investing in this fund you will be deemed to be acknowledging that you are a
professional or experienced investor, or have taken appropriate professional advice, and accept the reduced
requirements accordingly.

You are wholly responsible for ensuring that all aspects of the Fund are acceptable to you. Investment in listed

funds may involve special risks that could lead to a loss of all or a substantial portion of such investment. Unless

you fully understand and accept the nature of this fund and the potential risks inherent in this fund you should

not invest in the Fund.
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EXPECTED TIMETABLE

Date of Suspension of the Company’s Shares 16 July 2015

Placing Shares issued On or around 3 August 2015

Date investing policy must be fulfilled or the Company’s Shares on

AIM will be cancelled

16 January 2016

If any of the details contained in the timetable above should change, the revised times and dates will be notified by
means of an announcement through a Regulatory Information Service.

All references to time are to London time.

PLACING STATISTICS

Number of Existing Shares 213,112,896

Number of Placing Shares 152,000,000

Placing Price 1p

Number of Shares in issue immediately following the Placing 365,112,896

Gross proceeds from the Placing £1,520,000

Estimated net proceeds from the Placing £1,441,500

Market capitalisation of the Company immediately following the Placing at the

Placing Price

£3,651,128
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DEFINITIONS

In this document, unless the context otherwise requires, the expressions set out below bear the

following meanings:

“ Administration and Secretarial Agreement’’ the administration agreement between the Fund
and the Administrator, a summary of which is set out
in paragraph 6, Part VIII

‘‘ Administrator’’ Vistra Fund Services Limited, or any successor

administrator of the Fund

“ Admission” the admission of the Company’s Shares to AIM

“ AG Capital” AG Capital AD, a company registered in Bulgaria with
Unified Identification Code 103225551

“ AG Capital Group” AG Capital and its subsidiaries

“ AIF” an alternative investment fund within the meaning of

AIFMD

“ AIFM” an alternative investment fund manager

“ AIFMD” The Alternative Investment Fund Managers Directive, (

011/61/EU), including any implementing regulations and

national legislation implementing the AIFMD into a

Member State of the EU, as applicable

‘‘ AIM’’ the market of that name operated by the London

Stock Exchange

‘‘ AIM Rules’’ the rules of the London Stock Exchange for AIM

companies and their nominated advisers governing

admission to and operation of AIM

‘‘ Articles’’ the articles of association of the Company

“ Bulgarian Land Development” Bulgarian Land Development plc, a company registered

in the Isle of Man under number 115921C

‘‘ Business Day’’ a day, other than a Saturday or a Sunday, which is a

bank business day in Jersey, Bulgaria and London

“ Cairn” Cairn Financial Advisors LLP, a limited liability

partnership registered in England and Wales with

registered number OC351689 and authorised and

regulated by the FCA with firm reference number

518607

“ Company” or “Fund” The Black Sea Property Fund Limited, a company

incorporated in Jersey with registered number 89392

“ CREST” the computerised settlement system to facilitate the



9

transfer of title of shares in uncertificated form,

operated by Euroclear UK & Ireland Limited

‘‘ Directors’’ or ‘‘Board’’ the Directors of the Company, whose names appear on

page 7 of this document

‘‘ Eligible Investor’’ a person able to acquire Shares without violating
applicable laws, including those concerning money
laundering, and at the time of making the investment
that (i) has knowledge, expertise and experience in
financial matters to evaluate the risks of investing in
the Fund; (ii) is aware of the risks inherent in investing
in the Shares and the method by which the assets of
the Fund are held and/or traded; (iii) can bear the
risk of loss of their entire investment; (iv) holds
Shares having a value equivalent to or greater than the
Minimum Holding; and (v) meets any additional
suitability standards as the Directors may, in their
absolute discretion, impose from time to time in
order to comply with applicable laws and regulation

“Existing Shares” The 213,112,894 Participating Shares in issue at the date

of this document

“Founder Shares” The 2 founder shares in issue at the date of this

document

“Forton” Forton AD, part of the AG Capital Group

“Group” the Company and its subsidiaries as at the date of this

document

‘‘Investment Adviser ’’ or “BLD Asset Management” BLD Asset Management EOOD, registered with the

Bulgarian Commercial Register under number

201231033, with registered address: 47A Tsarigradsko

Shosse Blvd., fl. 3, 1124 Sofia, Bulgaria

‘‘Law” the Companies (Jersey) Law 1991 and subordinate

legislation made thereunder and every modification or

re-enactment thereof for the time being in force

‘‘Minimum Holding’’ the minimum subscription being £10,000 at the time of

the Placing

“Peterhouse” Peterhouse Corporate Finance Limited, a company

registered in England and Wales under company

number 02075091 which is authorised by the FCA with

firm reference number 184761

‘‘Placing’’ the proposed placing by Peterhouse on behalf of the

Company of the Placing Shares with institutional and

other investors at the Placing Price pursuant to the

terms and conditions of the Placing Agreement as

described in this document

‘‘Placing Price’’ 1p per Share



10

“Placing Shares” the 152,000,000 Shares being issued pursuant to the

Placing

‘‘Property Portfolio’’ the rights in respect of property held directly or

indirectly

‘‘Property Subsidiary’’ any subsidiary of the Fund which will directly or
indirectly hold any part of the Property Portfolio

‘‘Property Valuation Date’’ 30 June and 31 December in each year (commencing on
31 December 2015) or such other or additional date or
dates as the Board may from time to time determine,
provided that following the first Property Valuation
Date there shall be at least one Property Valuation
Date every six months

“Red Book Valuation” a valuation carried out in accordance with the RICS

Valuation - Professional Standards January 2014, as

issued by the Royal Institution of Chartered Surveyors

“Reverse Takeover” a reverse takeover under the AIM rules

‘‘Shares’’ or “Participating Shares” the pound sterling preferred shares in the share

capital of the Fund

‘‘Shareholders’’ the holders of the Shares

Glossary

‘‘BPO’’ Business Process Outsourcing

“CBD" Central Business District

“lev” The lawful currency of Bulgaria

“MBL” MBL EOOD, Sofia, a Bulgarian company operating in the

area of real estate

“Q/Q” Quarter On Quarter

‘‘Real estate” property consisting of land and the buildings on it

‘‘£’’ or ‘‘sterling’’ or ‘‘pence’’ the lawful currency of the UK
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KEY INFORMATION

The following information is extracted from, and should be read in conjunction with, the full text of this document.

Prospective investors should read the whole of this document, including the risk factors set out in Part I of this

document and not rely solely on the following summarised information.

Any investment decision relating to the Shares should be based on a consideration of this document as a whole and

not solely on this summarised information.

INTRODUCTION

The Black Sea Property Fund Limited is a closed-ended, Jersey registered investment company which was

formed on 27 January 2005 to invest in the Bulgarian property market and more particularly properties,

predominantly holiday apartments and villas, to be built along Bulgaria’s Black Sea coastline. The Company

was admitted to AIM on 14 March 2005. On 15 July 2014, the Company sold the last of its previous

property investments. The Company subsequently made its final return of capital to the Shareholders and

has been inactive since then save for discussions with AG Capital (and its advisors) which led to

Extraordinary General Meetings being held on 12 December 2014 and on 10 April 2015 respectively.

On 12 December 2014 shareholders approved resolutions appointing Alex Borrelli and Trevor Hunt to the

Board in place of John Chapman Stephen Coe and Andrew Wignall, to serve with the remaining incumbent

director Anthony Gardener-Hillman (who was appointed in October 2007).

On 10 April 2015, Shareholders approved resolutions to extend the life of the Company to 31 December

2021, adopt a new Investing Policy and appoint BLD Asset Management EOOD as the Investment Adviser to

the Company.

Trevor Hunt tragically passed away in May 2015. The Company is subject to a regulatory requirement to

have two Jersey resident directors acceptable to the Commission. Since the decease of Trevor Hunt, Antony

Gardner-Hillman has been the only Jersey resident director. The Company has agreed timescales with the

Commission for the required further appointment and expects to announce that no later than 8 September

2015 (in accordance with the agreed timescale).

The Company has raised capital through the Placing in order to recommence investment activities in the

Bulgarian property market. On 16 July 2015, trading in the Company’s Shares on AIM was suspended

pending implementation of the Company’s investing policy.

INVESTING POLICY

The Board is seeking to create a diverse portfolio of opportunistic and value-added Bulgarian real estate assets,

including development land, partially completed construction projects and completed buildings. The portfolio

may comprise direct holdings of real estate assets, as well as investments in collective investment vehicles,

direct and indirect investments and co-investments in distressed companies holding real estate and real estate

assets that need restructuring and further financing, and controlling and non-controlling stakes in real estate

companies listed on regulated stock exchanges invested primarily in Bulgaria. The focus will be Bulgaria but

exceptionally the Board may look at real estate opportunities and investments in neighbouring countries. The

Board will strive to build a portfolio in order to maximise value for its Shareholders.

The Board will seek to invest in the following real estate opportunities:

 Distressed residential projects, primarily in the largest cities in Bulgaria, Sofia, Plovdiv, Varna

and Burgas, which are close to completion and capable of generating sales revenue within 12

months from the initial investment.

 Commercial buildings, primarily in Sofia, with opportunities to improve occupancy through

active asset management for example renovation, remodeling, remarketing, operational

management and optimisation of cost structure.

 Hotels and holiday homes with opportunities to improve operations and cost structure.
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 Investments in distressed companies and assets that need restructuring and further financing,

capable of offering a high growth potential.

The targeted size of each individual investment is anticipated to be in the range 5-20 per cent of the overall

funds under management. The Company intends to use gearing levels of up to 70 per cent loan to value when

acquiring real estate assets.

Except in the event of a Reverse Takeover (see below), the proposed asset allocation of the respective types of

direct and/or indirect real estate investment averaged on a fully invested basis is:

 40 - 60 per cent of funds to be invested in residential projects of a minimum lot size of 50 units;

 20 - 40 per cent of funds to be invested in commercial property with a minimum Gross Lettable

Area of 5,000 sqm; and

 10 - 30 per cent of funds to be invested in business, leisure and apartments, hotels and holiday

homes, with a minimum of 50 rooms or units.

Initially, the Board's focus will be searching for companies where there may be a number of opportunities to

acquire interests in undervalued properties.

The Company may be both an active and a passive investor depending on the nature of the individual

investments. The Board will place no minimum or maximum limit on the length of time that any property/

investment may be held. The Company intends to retain sufficient cash resources for prudent management of

its working capital requirements.

The Board will however ensure that any investments meet criteria designed to mitigate risks.

There will be no limit on the number of properties or investments into which the Company may invest, and the

Company’s financial resources may be invested in a number of propositions or in just one investment, which

may be deemed to be a Reverse Takeover under the AIM Rules.

The Board believes that the status of the Company as an investing company will enable it to fund real estate

investments or acquisitions using a mixture of cash, equity and/or debt and intends to actively monitor these

investments.

STRATEGY

As a result of the poor performance of the Bulgarian real estate market since 2008, local banks, real
estate developers and various investment companies have accumulated a significant amount of distressed
real estate assets and are looking for opportunities to dispose of them. The Directors now believe that there
are positive trends in the Bulgarian real estate sector. The main objective of the Fund is to acquire
distressed real estate assets in Bulgaria directly from local banks or third party investors, which would
ultimately achieve two main goals: acquire assets at a significant discount in comparison to the Investment
Adviser’s estimate of value and eliminate the risk of any potential recourse against the respective assets.

ADMISSION TO AIM

The Existing Shares are admitted to AIM. As the Company had not implemented its investing policy by 16 July

2015, being 12 months after the disposal of the last of its assets, trading in the Existing Shares has been

suspended. Once the Company has implemented its investing policy, the Company will apply for the

suspension to be lifted and for the Placing Shares to be admitted to trading on AIM. If the investing policy

has not been implemented within 6 months of the suspension, being 16 January 2016, the Admission of the

Company’s Shares to AIM will be cancelled and the Directors will convene a general meeting of the

Shareholders to consider whether to continue seeking investment opportunities or to wind up the Company

and distribute any surplus cash back to Shareholders.

NET ASSET VALUE

The Company intends to calculate and publish the net asset value of the Shares annually by a formal

independent Red Book Valuation, and by an informal desk top valuation at the interim stage.

THE PLACING AND USE OF PROCEEDS

The Company has raised £1,520,000 (gross) through the issue of 152,000,000 Placing Shares at 1p per Share.
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The Company intends to use the net proceeds (where relevant, together with third party debt incurred in such

amount and for such purpose as is considered appropriate by the Board in the relevant circumstances) for the

following purposes:

 to settle the expenses of the Placing;

 to acquire property assets in Bulgaria in accordance with the Investing Policy; and

 to fund the Company’s working capital requirements.

The Company estimates that the initial expenses payable by the Fund in relation to the Placing will be
approximately £78,500. Unless otherwise agreed by the Board, the Placing is conditional on a minimum of
£1,520,000 being raised for the Property Portfolio prior to 31 August 2015. Should the minimum value not be
raised, the Board will return any subscription monies received to the account they were received from. No
interest will be paid on such returned balances. It is anticipated that the Fund will raise additional capital via
further placings.

CAPITAL STRUCTURE

The Fund’s share capital comprises the Founder Shares, the Existing Shares and the Placing Shares.

THE ALTERNATIVE INVESTMENT FUND MANAGERS DIRECTIVE

The Board has determined that the Company is an AIF for the purposes of the AIFMD. The Company is registered
with the FCA as a small registered AIFM, and as an AIF shall be “internally managed”, meaning that the Board is
responsible for the management of the Company’s portfolio and managing the risks to the Company.

The Company currently has no intention of becoming a full scope AIFM. This would occur when the Company’s
assets under management exceed the applicable AIFMD threshold, which the Board currently expects to be €100
million. In order to reduce the risk of any disruption to the business of the Company, the Company has agreed
with the Investment Adviser that the Investment Adviser shall seek to become the external AIFM of the Company,
provided the Investment Adviser has the appropriate FCA permissions.

In the event the Investment Adviser does not obtain the appropriate FCA permission to act as AIFM before the
Company’s assets under management exceed the AIFMD threshold, the Company shall seek authorisation as a full
scope AIFM and/or appoint an appropriately authorised third party to act as AIFM of the Company to ensure the
Company complies at all time with the AIFMD. In these circumstances, the Investment Adviser will, provided it is
permitted and willing, continue to act as investment adviser to the Company but shall not perform any service
which would make the Investment Adviser the AIFM of the Company. In addition, the Company and the
Investment Adviser shall use their reasonable endeavours to agree such amendments to the Investment Advisory
Agreement, including the fees payable to the Investment Adviser, to reflect the revised services provided by the
Investment Adviser.

RISK FACTORS

Investors’ attention is specifically drawn to Part I headed Risk Factors.
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Part I

RISK FACTORS

Investment in the Shares will involve risks due to its gearing and the inherent illiquidity of its underlying

assets and should be viewed as long term. In particular, prospective investors should consider the following

factors before making any decision to purchase Shares, and should consult their stockbrokers, bank

manager, solicitor, accountant or other independent financial adviser before investing.

General

An investment in the Shares is only suitable for financially sophisticated investors who are capable

of evaluating the merits and risks of such an investment and who have sufficient resources to be able to

bear any losses which may arise therefrom (which may be equal to the whole amount invested). Such

an investment should be seen as complementary to existing investments in a wide spread of other

financial assets and should not form a major part of an investment portfolio. Investors should not

consider investing in the Shares unless they already have a diversified investment portfolio.

Liquidity of Property Portfolio

Investors should note that the Property Portfolio represents an illiquid investment since there is no

established market for trading of investment property.

Share price volatility and liquidity

Investors should recognise that the price of securities and the income from them can go down as well as

up. The market price of the Shares may not always reflect their underlying net asset value. The price

performance of the Shares is expected to represent an amplification of any upward or downward market

movement affecting the value of the Property Portfolio, due to the effect of gearing described

herein.

Investors will have no right to redeem Shares. Prior to the end of the Fund’s planned life, the only way to

realise Shares will be by sale in the market. Such a sale may not always be possible, and upon such

realisation investors may not realise the amount they invested.

Trading in the Shares on AIM was suspended on 16 July 2015. If the suspension is not lifted before 16

January 2016, the Admission of the Company’s Shares to AIM will be cancelled, which will make it difficult

or impossible for investors to sell their Shares. While it is expected that the suspension will be lifted once

the investing policy has been implemented, there is no guarantee that this will take place prior to 16

January 2016.

The price at which the Shares may trade and the price which investors may realise for their Shares

will be influenced by a large number of factors, some specific to the Fund and some which may affect

quoted companies generally. These factors could include the performance of the Fund’s operations, large

purchases or sales of Shares, liquidity (or absence of liquidity) in the Shares, currency fluctuations,

legislative or regulatory changes and general economic conditions. The value of the Shares will therefore

fluctuate and may not reflect their underlying asset value.

Possible adverse economic conditions and emerging market risk

The financial operations of the Fund may be adversely affected by general economic conditions, by

conditions within the Bulgarian property market or by the particular financial condition of the developers

and other parties doing business with the Fund. The returns that are likely to be achieved on an

investment in a fund which has its assets invested solely in Bulgaria will be materially affected by the

political and economic climate in Bulgaria. In particular, changes in the rates of inflation and interest

may affect the Fund’s income and capital value or the value of an investment property.

A deterioration in the Western European and/or former CIS economies can be expected to have

an adverse effect on the amount of money spent on tourism and accordingly on property prices in

Bulgaria.

Bulgaria has many characteristics of an emerging market and should be regarded as carrying associated

risks of political and economic instability.
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The Fund will be making investments in Bulgaria. With any investment in a foreign country there exists the

risk of adverse political or regulatory developments including but not limited to nationalisation,

confiscation without fair compensation, terrorism, war or currency restrictions. The latter may be

imposed to prevent capital flight and may make it difficult or impossible to exchange or repatriate foreign

currency.

Corruption in Bulgaria

Corruption is perceived as a problem in Bulgaria. However, the issue is high on the political agenda and

the Bulgarian government has adopted measures to combat corruption.

Risks of property ownership

Investments in Bulgarian property may be difficult, slow or impossible to realise. The Shares will be subject to the
general risks incidental to the ownership of real property, including changes in the supply of or demand for
competing investment properties in an area, changes in interest rates and the availability of mortgage funds,
changes in property tax rates and landlord/tenant or planning laws, credit risks of tenants and borrowers and
environmental factors. The marketability and value of any investment properties owned by the Fund will,
therefore, depend on many factors beyond the control of the Fund and there is no assurance that there will be
either a ready market for any investment properties of the Fund or that such investment properties will be sold at
a profit or will yield a positive cash flow.

Changes in Bulgarian law relating to foreign ownership of property might have an adverse effect on the net
returns from the Property Portfolio.

Country Risks

Emerging markets such as Bulgaria are subject to greater risks than more developed markets and if the slow
growth of the European markets continues, it could have a significantly adverse effect on the overall
economy in Bulgaria and in particular on real estate markets and real estate asset valuations in the near future.

 Valuation risk – as a result of the local market lack of visibility, incomplete data, poor data analysis and
lack of unified local real estate system for reporting market statistics, valuation risk could be a
significant risk for the overall performance of the Fund. The investment decisions of the Fund will be
based on a project by project basis, considering cash flows based on very conservative
assumptions. Price indications from local banks and owners of the distressed projects about market
value of the prospective projects would be considered only as a guideline.

 Risks related to Bulgaria - Bulgaria’s economy remains vulnerable to external shocks, including the
recent global financial and economic crisis and those that may be caused by future significant
economic difficulties of its major trading partners or by more general "contagion" effects, which could
have a material adverse effect on Bulgaria’s economic growth.

 Legal risk – Although the majority of Bulgarian law has been brought in line with that of the EU, legal
reforms have been slow, hampered by political influence and corruption. However, Bulgarian law
continues to evolve, occasionally in ways that do not always coincide with the development and
application of the EU’s legislation as well as with market developments. As a result, Bulgarian courts are
not as effective in the enforcement of judgments and the settlement of disputes in relation to statutory
and contractual obligations as courts in Western Europe.

 Political risk – political uncertainty in Bulgaria has been a daily issue since the summer of 2013. There is
no clear view what may happen with the current government and political situation in the near future.
New elections or change of current government could have a negative impact on the overall
investment environment in Bulgaria. There have been numerous political crises in Bulgaria over the last
20 years and most have been resolved without any significant impact on the overall long term
investment environment. The Fund’s investment horizon targets a period of 7-10 years and although
there is no certainty what could happen within the next 6- 12 months, the Investment Adviser believes
that in the long term the political situation in Bulgaria should remain relatively steady.

 Continued uncertainty and negative impact of the overall credit crisis – new real estate projects in
Bulgaria are difficult to fund since local banks have an excess of non-performing existing real estate
assets. Since the beginning of 2014, most local banks have changed their policies towards non-
performing real estate assets and are willing to offer favorable terms in order to transform non-
performing loans into performing ones.
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Controlling person liability

The Fund is expected to hold controlling interests in some of its investments through special purpose real

estate companies or other entities or may own such properties directly. The exercise of control over an

entity (or the property itself) can impose additional risks of liability for environmental damage, failure to

supervise management, violation of government regulations (including securities laws) or other types of

liability in which the limited liability characteristic of business ownership may be ignored. If these

liabilities were to arise, the Fund might suffer a significant loss.

Development risk

The returns on the Shares will be subject to the risks associated with the development of real estate

projects. These risks include:

• The risk that the developer of a site may become insolvent and be unable to complete the project.

It is expected that developments in which the Fund will invest will be financed by a mixture of

equity, deposits on pre-sales and bank financing. The release of bank financing will be staged and

conditional on milestones in the development being reached. In the event that the development

does not proceed as expected (due to unexpected factors such as landslip, accident, supplier

default, planning or title disputes etc.), the bank may refuse to provide further financing. If the

developer is unable to arrange alternative financing, it may not be possible to complete the

development. This may result in the loss of a deposit paid by the Fund;

• The risk that planning consents are not obtained, or are delayed significantly, or are granted

subject to uneconomic conditions;

• The risk that laws are introduced, which may be retrospective and affect existing building

consents, which restrict development along the Black Sea coast or other areas of natural beauty;

• The risk that a development is significantly delayed or costs exceed budget due to unforeseen
factors; (where the risk of cost over run cannot be mitigated through fixed price contract
arrangements);

• The risk of unforeseen construction constraints (including geological and archaeological
factors);

• The risk of title disputes, legal disputes with neighbouring land owners and legal disputes

with architects, project managers and suppliers;

• The risk that building methods or materials prove to be defective. If a construction company used

on a development becomes insolvent, it may prove impossible to recover compensation;

• The risk of fraud on the part of service providers or suppliers used on a
development.

Potential environmental liability

Under various state and local laws, ordinances and regulations, an owner of real property may be liable

for the costs of removal or remediation of certain hazardous or toxic substances on or in such property.

Such laws often impose such liability without regard to whether the owner knew of, or was

responsible for removal of, these substances. The owner’s liability as to any property is generally not

limited under such laws and could exceed the value of the property and/or the aggregate assets of the

owner. The presence of such substances, or the failure to remedy properly any contamination from

such substances, may adversely affect the owner’s ability to sell the real estate or to borrow funds using

such property as collateral, which could have an adverse effect on the Fund’s return from such

investment.

Substantial loss

If property prices in the Bulgarian property market fall by more than the discounts to current market

value achieved by the Fund when it exchanges contracts, investment properties held in the Property

Portfolio may only be realisable at a loss and may prove difficult to sell at all. In these circumstances, the

Fund may complete on the purchase of investment properties and let them. The ability of the Fund to

complete on purchases is dependent on the amount of equity available to the Fund, and on the

borrowing terms available at the time, which may not be the same as are available today. A combination
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of higher interest rates, a deteriorating economy (with higher unemployment) and prolonged

deflationary conditions, may result in falling capital values combined with falling rents and/or void

periods.

Gearing

In order to maximise Shareholders’ returns, bank leverage will be used in the realisation of the projects of

the Fund and the Bulgarian Property Subsidiaries. Debt financing will be attracted on a project by project

basis. A high level of leverage will be achievable as the majority of the investments will be distressed assets

acquired from banks, where the Fund or the Bulgarian Property Subsidiaries will pay a portion of the price

and leave the remainder outstanding as a loan with these banks. Presently Bulgarian banks are ready to

offer favourable terms in order to replace a non-performing loan with a performing one. As a result, a grace

period for principal repayments, extended life of new loans, and bullet repayment options are expected to

contribute to better returns from the respective projects.

The Fund intends to maintain total gearing levels up to 70% of its total assets as measured on a year-end

basis. An appropriate level of liquidity will be maintained to ensure that the Fund can realize its

investments, support its portfolio with follow-on investment as required, and meet ongoing costs and

commitments.

Gearing Risks

One of the principal risks of gearing is that it can cause both gains and losses in the asset value of a

company to be magnified. Another significant risk associated with gearing is the potentially severe

operational impact on the company of a breach of its banking covenants. Secondary risks relate to whether

the cost of gearing is too high and whether the length of the gearing is appropriate. The Board will regularly

monitor the headroom available under banking covenants and review the impact of the various forms of

gearing and their cost to the Fund. Gearing will be used across the Fund’s investment portfolio. The Board

will actively monitor gearing across the investment portfolio, including working closely with management

teams of the Bulgarian Property Subsidiaries to ensure that the terms of any borrowing facilities are being

observed and maintaining relationships with the lenders who make facilities available.

Bulgarian legal system and enforcement

The Bulgarian legal system may not afford to the Fund the same level of certainty in relation to issues such

as title to property-related rights as may be achieved in more developed markets. Enforcement of legal

rights in Bulgaria may prove expensive and difficult to achieve.

Impact of law and governmental regulation

The Fund and developers with whom the Fund deals will need to comply with Bulgarian regulations

relating to planning, land use and development standards. The imposition and enforcement of such

regulations could have the effect of increasing the expense and lowering the income or rate of return

from, as well as adversely affecting the value of, the Fund’s assets. Changes in law relating to ownership

of land could have an adverse effect on the value of the Shares. New laws may be introduced, which may

be retrospective and affect existing building consents, which restrict development along the Black Sea coast

or other areas of natural beauty.

Valuation risk

Property assets are inherently difficult to value as there is no liquid market or pricing mechanism. As a

result, valuations are subject to substantial uncertainty. There is no assurance that the estimates

resulting from the valuation process will reflect the actual sales price even where such sales occur

shortly after the date of the valuation.

Bulgarian property related taxes

The returns on the Shares will be affected by Bulgarian taxation of property transactions, which may

change. There is no assurance that the expected tax efficiencies of the Fund will be achieved or will

continue into the future.

Currency risk

Any change in the value at which the lev is pegged to the € may have an adverse effect on returns to

investors, as well as any change to the exchange rate between the € and sterling.
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Taxation

The attention of potential investors is drawn to ‘‘Taxation’’. The tax rules and their interpretation

relating to an investment in the Fund may change during the life of the Fund.

Any change in the Fund’s tax status or in taxation legislation or its interpretation, could affect the

value of the investments held by the Fund, and affect the Fund’s ability to provide returns to

Shareholders or alter the post-tax returns to Shareholders. Representations in this document

concerning the taxation of the Fund and its investors are based upon current tax law and practice

which is, in principle, subject to change.

RISKS RELATED TO THE OPERATIONS

Leverage and interest/principal repayments – the Fund plans to incur a certain level of debt in the future.
The use of borrowings creates the risk that the borrower will be unable to service the interest and principal
payments or comply with loan covenants. In order to mitigate this risk, it is planned that the Fund will
adopt a structure using SPVs, where the credit risk of each investment is limited to the project itself (on
a project by project basis).

 Uncertainty about real estate prices - the Fund's financial performance depends, in part, on Bulgaria's

economy and in particular the demand for office, commercial and residential space in Sofia and the rest

of the country. There is no guarantee that the residential and commercial property markets will continue

to develop. Low acquisition costs would allow the Fund to offer very reasonable, sometimes below

market prices and to be competitive even in a difficult market environment.

 Lack of projects with attractive IRRs in the near future – the overall performance of the Fund will depend

on the availability of projects with high IRRs. There is a possibility that in the near future, if real estate

markets and the overall economy improve, real estate projects with attractive IRRs could be difficult to

find. Based on the extensive local network of the Investment Adviser, the Fund believes that it should be

able to source attractive projects not available to the wider public, even if the number of these projects is

reduced.

 Development risk – after the initial investment in each project, significant amounts of additional capital
and completion work would be required in order for the project to start generating cash flows. Some of
the risks related to the completion work could include failure to obtain building permits, delays in
construction work, budget overruns, insolvency of contractors or sub-contractors, labour disputes,
shortages of construction materials, accidents or unforeseen technical difficulties. The Investment
Adviser has significant real estate advisory, investment and development experience and should be able
to reduce this risk significantly through proper planning and control of each project.

 Changes in the competitive landscape – increased competition for real estate investment opportunities
may limit the number and types of available projects in the near future. The Fund believes that any new
entrant in the real estate market in Bulgaria would need at least 6-12 months in order to acquire a basic
understanding of the local real estate market and to build relationships with local banks and brokers. The
Investment Adviser’s extensive local knowledge of specific aspects of most real estate projects,
combined with well- established network with local banks and real estate developers, should position the
Fund better in order to compete with new entrants of the market.

 Risk of historic liabilities – the Fund sold the last of its previous property investments in July 2014 and
subsequently made its final return of capital to its Shareholders (see “INTRODUCTION” on page 11 of this
document). There is inevitably a risk of liabilities arising in relation to the previous operation of the
Company but none of the Directors (one of whom, Anthony Gardener-Hillman, has served on the Board
since October 2007) are aware of any.

Risks relating to the AIFMD

The AIFMD imposes a regime for EU managers of AIFs and in respect of marketing any AIFs in the European Union.

The AIFMD requires that AIFMs of AIFs are authorised and regulated. The Board has concluded that the Company

will be an AIF within the scope of AIFMD. The Company will be internally managed by the Board initially. As the

Company’s assets under management, calculated in accordance with the AIFMD, are less than €100 million, the

Company will be a small internally managed AIFM. The Company has therefore registered with the FCA as a small

registered UK AIFM.
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At present, the Company does not intend to become a full scope UK AIFM, which would be the case if the

Company’s assets under management exceeded €100 million (or such other applicable threshold in the AIFMD).

Instead, the Company intends to transfer the role of AIFM to the Investment Adviser should the Company’s assets

under management exceed £50 million, or such greater amount agreed between the Company and the

Investment Adviser but in advance of the Company’s assets under management exceeding the AIFMD threshold.
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Part II

THE INVESTMENT STRATEGY

1 INVESTMENT RATIONALE

The real estate markets in Bulgaria experienced significant growth during the period 2000 - 2008. At the peak of
the market in 2007-2008, many real estate projects were started with high land and construction costs, and high
debt levels based on unrealistic market valuations. Financing of real estate projects from local banks and
international investors dried up almost completely towards the end of 2008 and the beginning of 2009. As a
result, many real estate projects remained unfinished in different stages of construction and their owners have
stopped servicing their debt.

The Fund intends to acquire real estate projects opportunistically at advantageous prices. The Investment Adviser
will evaluate all prospective investments based on current market prices and seek significant discounts to current
realistic market levels. The Fund intends to take the following into account:

• Market Timing - The majority of local banks were not willing to discuss sales of distressed real estate assets
at a discount until the end of 2012. As of 2014, most local banks had authorised their
restructuring/workout groups to start offering real estate assets to potential investors at significant
discounts. As a result, there are currently plenty of assets on the market at different stages of
development. Unofficial statistics in certain local press releases have discussed the aggregate value of
distressed real estate assets in the range of €5 billion.

• Favorable Trend in Mortgage Interest Rates - According to the Bulgarian National Bank, the weighted
average effective interest rate for long term house loans in Bulgarian lev fell from 10.37% in July 2009 to
7.14% in November 2013. In May 2015 the effective interest rate reached the lowest level for the past 10
years: 5.69%.

• Attractive Acquisition Levels - Banks are often willing to dispose of distressed real estate assets at the
value of the respective defaulted loans less provisions made, which is mostly a lot less than the assets’
market values / replacement costs. Some of the loans were partially repaid prior to investor default, and
additionally provisions made by the banks left them with current exposures that are 20 – 40% less than the
original loan amount, or some 30 – 50% discount to the asset replacement cost.

• Illiquid Markets - The market of distressed real estate assets is very illiquid since there is a lack of
information about asset availability, lack of sizable investors and resistance of local banks to provide
potential investors with financial information about the distressed real estate assets. Based on the
Investment Adviser’s extensive local network, it has established good channels of communications with
local banks and other parties (including real estate developers, institutional investors, etc.) that hold real
estate assets acquired or started development during the boom years 2007-2009 when prices have been
significantly higher than current market levels.

• Asset Availability - There are many currently frozen, unfinished projects that the Investment Adviser
believes could be acquired at significant discounts, restructured operationally and financially and sold at a
premium at a later stage when the overall market conditions improve.

• Extensive Market Knowledge - The broad network of all associates of the Investment Adviser, discussed
further in this document, provides the Fund with access to inside knowledge of local real estate markets.
Most local banks have been using Forton, BLD Asset Management and Address Real Estate, all of which are
part of the AG Capital Group over the last few years for asset valuation, asset management, visibility
studies, leasing and sales services. As a result, the Investment Adviser has access to unique knowledge of
many of the larger real estate assets in Bulgaria. This know-how gives competitive advantage to the Fund in
proprietary asset sourcing and detailed knowledge of most legal, construction, design, management and
infrastructure aspects related to many of the larger local real estate assets. Such know-how would require
years of hard work and a lot of money invested in the process for any new investors.

• Existing Current Pipeline - Given the AG Capital Group’s strategic relationships with local banks and real
estate developers, the Board considers that the Investment Adviser has a strong pipeline of investment
projects which have not been widely marketed, which the Investment Adviser considers to have a value of
over € 200 million.

• Mismanaged Good Quality Assets - Most defaulting real estate assets have been poorly managed by either
their owners, or by banks that do not have the staff with the requisite knowledge to decide what to do with
the assets. As a result, many well located, well designed and well-built assets offer significant opportunities
if properly managed for occupancy and cost optimization, combined with attractive acquisition prices.
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• Reduced Leverage and Improved Operational Performance - When real estate assets are bought at a
significant discount, there is an opportunity to offer more competitive market prices in office, residential
and retail space. In addition, the implementation of new incentivized management, cost and operational
improvements should increase occupancy ratios and improve the overall performance of the acquired
assets.

The Board believes that the real estate sector in Bulgaria has been out of the main focus of local and
international investors over the last 3-4 years. The current lack of sizable real estate investors in the local
markets represents an opportunity for the Fund who will be able to select the desirable properties out of a
substantial pool of residential, office and vacation/leisure real estate assets.

The amount of non-performing or troubled real estate assets has been increasing over the last few years and
local banks could not postpone forever the renegotiation of credit terms in order to push back the inevitable. As
a result, currently there are many non-performing real estate assets that have been over leveraged during the
boom period of 2006-2009 that could offer good returns on investment if de-leveraged and managed effectively.

Some of the value added strategies the Fund intends to implement for the newly acquired property assets are:

 Enhancement of the project management teams;

 Financial structure optimisation;

 Cost reduction initiatives;

 Completion of required investments and capital expenditures;

 Conversion of buildings (office into residential, hotels into residential/vacation, etc.);

 Strategic assets positioning and repositioning;

 Improvement of property management;

 Improvement of sales force management;

 Optimisation of working capital; and

 Implementation of new and more effective control and reporting systems.

2 TARGET ASSET ALLOCATION

The target asset allocations averaged on a fully invested basis set out below are meant as guidelines only. The

Directors may from time to time make allocations outside these guidelines at their discretion, however, any

material changes to the Investing Policy (or any other matter having a material effect on the shareholders) would

be subject to Shareholder Approval (and any such changes contrary to the Listed Funds guide issued by the

Commission or contrary to any of the Commission’s published policies applicable to Listed Funds will require the

prior consent of the Commission).

Residential Projects – 40-60% of Property Portfolio

Primarily located in the biggest cities in Bulgaria – Sofia, Plovdiv, Varna, Burgas, and major sea/ski resorts in

Bulgaria at final stages of completion that will require relatively small additional investment in order to finish them

and start selling individual apartments within 6-12 months after the initial acquisition.

Office Buildings – 20-40% of Property Portfolio

Primarily located in the capital, Sofia, and also in Plovdiv, Varna, Burgas. Preliminary research carried out by the

Investment Adviser has indicated that one of the main drivers in the Bulgarian office space segment at the

moment is office relocation in search of better quality at significant discounts to price levels compared to 2-3

years ago. As a result, the Fund will target operating office buildings that have been over-leveraged during the

years of rapid expansion. Optimising the capital structure of these assets will allow the Fund to re-market them at

more attractive rent levels, which will further improve occupancy rates. Another option would be to acquire

office buildings at final stages of completion in order to achieve significant discount to replacement cost. This will

again allow the Fund to offer these assets at very competitive rent levels to prospective tenants.

Business, Leisure and Apartment Hotels/Holiday Homes – 10-30% of Property Portfolio

Primarily located in the main cities and resorts in Bulgaria – Sofia, Plovdiv, Varna, Burgas, some of the biggest

Black Sea resorts, and the main ski resorts in Bulgaria - Bansko and Pamporovo. The Fund plans to use this

segment of the real estate market as an opportunistic approach to undervalued assets that may offer superior risk
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reward options. As a result of on-going turbulence in the sector, many hotels experienced difficulties in meeting

loan repayments. Another issue has been poor management and lack of capital for renovation and maintenance. A

number of hotels in Bulgaria are for sale either by the banks or their owners at price levels considered by the

Investment Adviser to be attractive. There are many hotels that are operational and offer the opportunity for

current income generation within 3-12 months after minimal initial investment. Investments will also include

holiday homes at sea and ski resorts at final stages of completion that will require relatively small additional

investment in order to finish them and start selling parts of the assets within 6-12 months from the initial

acquisition.

3 SOURCING

The Investment Adviser has established direct relationships with some of the major local banks and major real

estate developers, providing the Fund with direct access to real estate investment opportunities.

Most local banks have been working with other members of the Investment Adviser’s group over the last 10 years

and as a result the Investment Adviser has a deep knowledge of the real estate sector in Bulgaria.

The Directors believe that local banks currently hold a large pool of distressed assets and are willing to sell them at

a discount, since they lack the expertise and the staff to manage real estate assets. Local banks are more willing to

discuss distressed real estate asset sales since the beginning of 2014. In addition, most local banks have indicated

willingness to provide financing of up to 60 - 70% when selling their distressed assets, thus providing additional

opportunities for enhanced overall returns. Grace period of principal repayments, bullet repayment up to 30% of

original loan size at maturity and extended period of repayments are only some of the terms local banks are

willing to provide in order to facilitate faster transaction execution.

At the same time many international banks and investment companies have been trying to exit the local markets

and to liquidate their investment portfolios at reduced prices.

Detailed knowledge about the specifics of most local real estate assets by the Investment Adviser’s personnel

would shorten the due diligence process.

4 INVESTMENT TARGETS

Initially, the anticipated size of each acquired asset is expected to be in the range of 5-20% of total capital under

management. In order to mitigate over-exposure to too few big projects, the size of most portfolio assets would

be limited in the range of 5-15% of total capital under management, rising to 20% of total capital under

management for very attractive, high return projects.

The Fund is targeting a gross overall IRR of 20-25%. The Board does not intend to consider any individual projects

that would generate IRRs below 20%, based on conservative projections and assumptions.

The hold period for each project is up to 4-5 years. Based on previous experience with completed projects and the

rate of sales of apartments in currently active projects, the Investment Adviser anticipates that the Fund will be

able to sell most of the apartments in most residential projects within a three year timescale. The remaining office

and leisure assets might take 3-5 years to exit, depending primarily on the overall economy improvement and

entrance of new investors to local markets.

The term of the Fund is expected to be seven years, with up to three additional one year extensions, subject to

Shareholder consent.

The reinvestment period would be during the first five years following the Placing.

5 GEARING

In order to maximise shareholders’ return bank leverage will be used in the realisation of the projects of the Fund

and the Bulgarian Property Subsidiaries. Debt financing will be arranged on a project by project basis. A high level

of leverage will be achievable as the majority of the investments will be distressed assets acquired from banks,

where the Fund or the Bulgarian Property Subsidiaries will pay a portion of the price and leave the remainder

outstanding as a loan with these banks. The Investment Adviser believes that the Bulgarian banks are now ready

to offer favourable terms in order to replace a non-performing loan with a performing one. As a result, a grace

period for principal repayments, extended life of new loans, combined with bullet repayment options are

expected to contribute to better returns from the respective projects.
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The Fund intends to maintain total gearing levels of up to 70% of its total assets as measured on a year-end basis.

Borrowings for financing investments will usually be made by the Bulgarian Property Subsidiaries. An appropriate

level of liquidity will be maintained to ensure that the Fund can realize its investments, support its portfolio with

follow-on investment as required and meet ongoing costs and commitments.

The Fund will not use derivatives or employ similar financial techniques.

6 EXIT STRATEGY

 Investment - Savings deposits in Bulgaria have increased from €30.8 billion in 2009 to €35.1 billion in
2Q 2013, which represents an increase of 14.0%. With increasing levels of free cash available for
investment and decreasing local interest rates, the Directors believe that many Bulgarians will start
looking for investments outside of the bank deposit system. Over the last 20 years, one of the main
focusses for local investors has been real estate and since many investors have been waiting for the
real estate market to bottom out, if prices start improving with steady trends, this could spark an
increased demand again.

 Competitive Pricing - Acquiring residential assets at below replacement cost levels would give the
opportunity to sell finished apartments at current market prices and still achieve attractive returns. In
certain circumstances, the Fund could offer prices below current market levels in order to speed up
the sale process and still deliver attractive returns to shareholders.

 Positive Trends in Residential Prices - Based on local press and some statistics provided from local
real estate companies, there have been some positive trends in residential markets in Bulgaria since
the second quarter of 2013. The number of deals has been increasing for 2 consecutive quarters with
expectations that this trend will continue, supported by the more liberal provision of mortgage loans
from Bulgarian banks. Since the beginning of 2014, there has been strong signs of price stabilisation,
and in certain areas of Sofia, there was a slight increase in apartment prices during the summer
months of 2014. The local real estate market appears to have reached equilibrium with clients being
mainly Bulgarians acquiring properties for personal needs and virtually no speculators on the market.

 Stability and Increasing Demand in the Office Segment - Demand for high quality class A office
buildings in Sofia has shown some positive trends coming from BPO and IT sectors since 2011.
Additionally, there are no large projects in the pipeline for the period 2014 – 2015. The Investment
Adviser believes that falling real estate yields (4 – 5%) in Western Europe might attract international
investors to local markets where current yields are in the 9-12% range.

 Operationally and Financially Improved Assets to Returning International Investors - International
investors have invested significant amounts of money in Bulgaria during the period 2002-2008. There
was a pullback of investments during the recession, but investors are well aware of the local market
situation. The Investment Adviser believes that strong management combined with operational and
financial restructuring of good real estate assets in major cities and resorts, combined with economy
improvements should offer good risk/reward opportunities for any potential investors.

 Improving Trends in the Tourist Industry - In the tourist industry in Bulgaria there was a decline in
visitors and revenue per bed in 2009 after the recession took place. Over the period 2009-2014, there
has been a positive trend and as a result total revenue per bed in 2014 was higher than pre-crisis
levels. Total tourist visits also experienced the same pattern and total visits in 2014 were higher than
total tourist visits in 2008.

7 COMPETITIVE LANDSCAPE

According to the local knowledge of the Investment Adviser, there are no other sizable real estate funds investing

in distressed real estate in Bulgaria at the moment. There are around 60 REITs listed on the local stock exchange,

but almost all of them were established before 2008 and are presently not active.

The Investment Adviser is not aware of any private equity funds active in the distressed real estate market in

Bulgaria at the moment.

To the best of the Investment Adviser’s knowledge and belief, the only fund that had tried to start operations in

this sector is Expat Beta REIT (a Bulgarian special purpose investment joint-stock company for securitisation of real

estate property, established in 2008), listed on the Bulgarian Stock Exchange. In 2010 Expat Beta REIT announced

its intentions to raise BGN 43,428,900 (circa €22.2 million) to invest in distressed real estate in Bulgaria, but

managed to raise only BGN 800,300 (circa €409,186). In the Investment Adviser’s opinion, the timing for
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implementing the strategy was premature and Expat Beta REIT did not have the support of well-known investors

in the Bulgarian real estate market. The Investment Adviser believes that there were two main issues:

a. lack of cooperation of local banks and potential sellers to discuss transactions with more than 25% discount

to their exposure or replacement cost;

b. expectations of local banks for future development of the real estate markets were unrealistic.

Since the beginning of 2014, most local banks are more open for discussions about selling non - performing or

restructured real estate assets at significant discounts to their initial investment and market valuations. As a

result, there is a lot of supply of distressed real estate assets that require more than €1 million of investment to

acquire the asset and then additional capital to finish the project. The number of active investors in Bulgaria that

can provide equity of more than €1 million is very limited at the moment.

The current market prices are well below their peaks in all segments – offices, residential and vacation/hotels.

The official data shows a decline of above 30% in all three segments since 2008 and in certain cases, the prices are

already well below replacement cost. Moreover, the latest data shows that residential and office space rental

prices have bottomed out and there are signs of slow recovery during the summer months of 2014.

8 OPPORTUNITIES

 Unique local real estate know-how - The investors in the Fund would be able to benefit from the
extensive and unique local knowledge of the Investment Adviser that has been acquired over the last
20 years and its ability to identify and manage suitable real estate investments.

 Distressed assets - The main investment concept of the Fund is to acquire assets at significant
discounts to the Investment Adviser’s estimate of value, which would give the opportunity to take
advantage of more competitive pricing and should help to improve sales performance, occupancy
rates and the overall performance of the acquired assets in a short period of time.

 Bank leverage - Most local banks are ready to offer favorable terms in order to remove a non-
performing loan and replace it with a performing loan. As a result, a grace period for principal
repayments, extended life of new loans, combined with bullet repayment options, are all expected to
contribute to better returns of the respective projects.

 First-mover advantage - According to the Investment Adviser through preliminary industry research
and discussions with local real estate brokers and banks, there are no other sizable real estate funds
actively looking for distressed real estate investments. As a result, the Fund would be able to choose
from a wide variety of assets at very attractive prices.

 New leadership and strategic focus - After initial asset acquisition, the Fund intends to introduce new
management policies in order to improve internal controls, reporting systems and the overall cost
structure of the acquired assets. As a result, the Board expects to improve the overall image and
quality of work associated with the acquired assets and to make them more attractive to potential
future investors.

 Economies of scale - After the Fund acquires a few identical assets, there will be opportunities to
combine and rotate project managers and management teams to cover multiple assets, thus reducing
the overall management cost. Unified control and reporting systems would benefit the overall
management process. Additional discounts could be obtained from construction contracts, sales
agents, leasing agents, valuation agencies etc.

 Improved conditions for mortgage lending - Recently the Bulgarian government has announced
plans to engage in talks with the banking industry regarding the introduction of a set of measures
aimed at improving mortgage conditions in the country. The draft of the proposed changes has not
yet been discussed with the Bulgarian Banking Association or the Bulgarian National Bank. Improved
mortgage rules and regulations should have a positive impact on residential markets and on demand
from new home buyers attracted by more favorable mortgage lending terms.

 The Investment Adviser has a proven track record with numerous closed transactions in the local
real estate and financial sectors - Value can be added through a systematic approach to due
diligence, rigorous investment review process, skillful negotiation and structuring of acquisitions and
debt financing agreements, design of tailored management and workforce compensation incentives.
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Part III

THE COMPANY

1 THE BOARD

The Directors are responsible for the determination and oversight of the Company’s investing policy and strategy

and have overall responsibility for the Company’s activities, including conducting risk reviews, the review of

investment activity and performance and the activities and performance of the Investment Adviser. All of the

Directors are independent of the Investment Adviser. All of them are non-executive.

The Directors are:

Alex Borrelli (Chairman):

Michael Alexander Borrelli, FCA, aged 59, qualified as a chartered accountant with Deloitte, Haskins & Sells,

London in 1982. He then moved into investment banking and has acted on a wide variety of corporate

transactions in a senior role for over 20 years, including flotations, takeovers, mergers and acquisitions for

private and quoted companies (on the Official List, AIM, and PLUS, now ISDX). Alex was, until recently,

chairman of Ablon Group Limited, a real estate group with a portfolio valuation of approximately €400

million in Central Europe (formerly listed on the Main Market, standard segment, of the London Stock

Exchange prior to being the subject of a successful cash offer in 2013). He is currently chairman of BMR

Mining PLC on AIM and is a non-executive director of a number of listed and unquoted companies including

Metal Tiger plc and Prego International Limited.

Antony Gardner-Hillman:

Antony (Tony) Royston Gardner-Hillman, aged 58, is a lawyer who since 2007 has worked full-time as an

independent director. He became a director of the Fund in October 2007. Tony has over 30 years’ of

extensive experience in investment funds, corporate and trust company law, regulation and practice. He

qualified as a solicitor in London in 1982 with Frere Cholmeley, moved to Penningtons in 1982 as an

assistant solicitor, and then moved to Jersey in 1984 to join the Jersey law firm Crills where he was a

partner from 1987 to 2002 and headed the Financial Services Business and Regulation team. He was also a

Jersey resident non-executive partner of the international law firm Holman, Fenwick & Willan (Jersey

partnership) from 1987 to 2003. In 1987 Tony co-founded Jersey Trust Company (JTC) where he drove the

development of the business, including the establishment of the funds administration division. Tony

remained a principal shareholder and director of JTC until disposing of his shareholding and resigning as

Non-Executive Group Chairman in 2008. He has a first class honours degree in Jurisprudence from Oxford

University (Balliol College) and continues to hold a practising certificate as a solicitor of the Senior Courts of

England & Wales.

Yordan Naydenov:

Yordan Naydenov, aged 46, is a resident of the Republic of Bulgaria and is a fully qualified Bulgarian lawyer

with more than 17 years of experience. He is a partner with the law firm Boyanov & Co, Sofia, where he is

head of the Corporate and the M&A practice group. His areas of speciality include corporate law, financial

markets, mergers and acquisitions and bankruptcy. Mr. Naydenov has provided services to, and has

previously represented clients on the boards of, various Bulgarian companies. In addition, Mr Naydenov

has advised on real estate related transactions throughout his career.

The full list Directorships and significant shareholdings of the Directors can be found in the schedule hereto.

The Directors of the Company, all of whom are non-executive, will be responsible for managing the Fund and the

overall investment activities of the Fund. Alex Borrelli and Antony Gardner-Hillman are directors of the

Company’s Jersey subsidiaries.

The directors of the Bulgarian Property Subsidiaries are:

Denitsa Tsekova:
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Ms Denitsa Tsekova is a resident of the Republic of Bulgaria with extensive experience in consulting and

project management in the real estate business. She is Master of International Economics and Executive

Master of Business Administration (specialized in Finance). She is Managing Partner at Semper Fortis Ltd.,

Sofia.

Margarita Nikolova:

Ms Margarita Nikolova is a resident of the Republic of Bulgaria with extensive experience in the financial

and accounting services business. She is Master in Finance and is Chief Accountant at Semper Fortis Ltd.,

Sofia.

Denitsa Paskaleva:

Ms Denitsa Paskaleva is a resident of the Republic of Bulgaria with extensive experience in the financial and

accounting services business. She is Bachelor of Science in Accounting and Finance and is Manager Business

Risk Services at Semper Fortis Ltd., Sofia.

The Company’s Jersey subsidiaries and the Bulgarian Property Subsidiaries were all established in connection with

the Funds previous property investments and have been inactive since 2014 (see under “INTRODUCTION” page 11

of this document).

2 THE INVESTMENT ADVISER

The Company has appointed the Investment Adviser to provide the Company with investment advisory services.

Pursuant to the Investment Advisory Agreement (details of which are set out in paragraph 6.1 of Part VIII of this

document), BLD Asset Management is responsible for managing the Property Portfolio, and for advising on

investments, in accordance with the investment objectives and strategy determined by the Directors.

AG Capital indirectly holds 90% of the issued share capital of BLD Asset Management and the remaining 10% of

the issued share capital is indirectly controlled by Dimitar Savov. Christo Teodorov Iliev controls 100% of the

issued share capital of AG Capital.

The following are the directors of AG Capital:

Christo Teodorov Iliev;

Dimitar Bonchev Savov;

Sergey Vidolov Koinov;

Georgi Bonchev Pavlov.

AG Capital holds 60,814,581 Shares in the Company through its wholly owned subsidiary, Mamferay Holdings,

representing 28.54 % of the issued share capital of the Company. In order to ensure that the Board and the Fund

are independent of the Investment Adviser, AG Capital has entered into a relationship agreement with the

Company (details of which are set out in paragraph 6 of Part VIII of this document), whereby it has agreed, inter

alia, to procure that the Company is at all times capable of carry on its business independently of AG Capital and

its affiliates and in the best interest of Shareholders as a whole, and that the independence of the Board is

maintained.

Performance

The Board shall be responsible for reviewing the performance of the Investments and the Investment Advisor in

accordance on the basis of the Valuation and such other information as the Board in its sole discretion may

decide.

3 LIFE AND DISTRIBUTIONS

The Company will have a life until 31 December 2021 plus up to three one year extensions for the planned

realisation of the Property Portfolio. The life of the Company may be extended by special resolution of holders of

the Shares (requiring a two-thirds majority of those voting).

The proceeds realised from the Property Portfolio will be available for reinvestment into further investment

property (net of any performance fee due). The Board will, however, consider the distribution of capital profits on

the Shares after the first 5 years following the Placing and at any time if the Investment Adviser does not believe
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there to be further attractive investment opportunities. Following the planned realisation of the Property

Portfolio, the net proceeds will be returned to Shareholders as determined by the Board.

Distributions may give rise to a liability to tax on income or capital gains, depending on a Shareholder’s individual
tax position. The termination of the Fund may involve liability for taxation for some Shareholders.

4 INVESTMENT PROCESS

Sourcing investments

The Investment Adviser will be responsible for sourcing investment properties at appropriate

discounts. It is expected that the Investment Adviser will identify investment opportunities from banks,

developers and agents and other contacts in the region.

Analysis and recommendation

Once the Investment Adviser has sourced a property which it considers meets the investment criteria

of the Fund, it will submit a written recommendation to the Board including a memorandum setting

out the proposed terms negotiated with the seller.

Valuation and acquisition

Upon receiving such recommendation, the Board will determine whether the proposed investment

complies with the Fund’s investment remit. The Investment Adviser’s recommendation will report on

v a l uat i o n , the level of discount and consider the risk profile of the investment concerned, having

regard to the developer, location, nature of the scheme and prospects of the market on both a macro

and micro level and the letting prospects of the Property.

If the purchase is approved by the Board, it will instruct local lawyers and other agents to prepare all

necessary formalities for completing the purchase.

On-sale

Sales of investment properties owned by the Fund will be conducted, where possible, through local

agents. If several properties are purchased in a development, the Investment Adviser will advise the

Board on the need for a phased sale of the properties.

In a stable market, the value of properties purchased at a discount will increase as a development

nears completion. Accordingly, the Board may elect to stagger the release of properties in a specific

development so as to ensure that supply does not exceed demand and that capital gains are maximised

on properties released just prior to completion.

Those investment properties sold by the Fund at an early stage following their acquisition are likely to be

purchased by investors also looking primarily for capital growth (including overseas investors and other

funds) and will achieve a lower percentage uplift in capital value for the Fund. As the development

approaches completion the properties are likely to be sold to the owner-occupier market, thereby

potentially affording the Fund greater profits.

Letting

The Investment Adviser will advise the Board on whether to sell-on the investment properties or hold

them and subsequently let and/or dispose of them. The Investment Adviser will advise the Board as to

the market conditions and the prospects for a timely sale.

5 CASH INVESTMENT

Any surplus cash held by the Fund may be held on deposit or invested in money-market funds or other

near-cash investments.

6 STRUCTURE OF THE FUND

The Fund is established as a single class investment vehicle.

7 THE PLACING

The Fund intends to raise up to £1,520,000 (gross) through the issue of 152,000,000 Placing Shares at such price
per share as shall be agreed by the Board.

No public offering of the Shares in any jurisdiction is being made. The Placing is not being
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underwritten.

The Placing Shares will be issued free of all liens, charges and encumbrances and will, when issued and fully

paid, rank pari passu in all respects with the Existing Shares, including the right to receive all dividends and

other distributions declared, made or paid after the date of their issue.

The Company’s Shares are currently suspended from trading on AIM. Once the Company has implemented

its investing policy, the Company will apply for the suspension to be lifted and for the Placing Shares to be

admitted to trading on AIM.

8 GENERAL

The Shares in the Fund have been admitted to CREST. All the Placing Shares will be admitted to CREST

with effect from the date of issue of those shares. Accordingly, the settlement of transactions in the

Shares following the issue o f t he S har es may take place within the CREST system if any Shareholder so

wishes. CREST is a voluntary system and holders of Shares who wish to receive and retain share

certificates will be able to do so.

In general, the Shares that are held in uncertificated form under CREST will be subject to the rules,

regulations and procedures governing CREST and its system in effect from time to time. Ownership of any

Share held in uncertificated form under CREST may only be transferred in compliance with procedures of

CREST in effect from time to time.

9 CONFLICTS OF INTEREST

The Investment Adviser may provide investment management, advisory and other services to other

clients (including investment companies) and, in providing such services, may use information obtained

by it which it also uses in managing the Fund’s investments. In the event of a conflict of interest arising,

the Investment Adviser will ensure that investment opportunities are fairly allocated to its respective

clients. Any direct or indirect dealings between the Fund and the Investment Adviser or its associates

will be on arm’s length terms only, approved by the Board.

The Investment Adviser acts as manager of Bulgarian Land Development, a real estate investment fund

which was admitted to the AIM market of the London Stock Exchange in 2006 and in September 2010

became a private company. AG Capital has a 27.4% shareholding in Bulgarian Land Development. Bulgarian

Land Development is currently in the process of realising its portfolio and is not a competitor of the Fund. The

Fund does not intend to purchase property from or sell any property to Bulgarian Land Development.
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PART IV

INVESTMENT ADVISER AND ADMINISTRATION

1 THE INVESTMENT ADVISER

The Board will be advised on the investment of the Fund’s assets in the Property Portfolio by BLD Asset

Management which is registered with the Bulgarian Commercial Register under number 201231033, with

registered address: 47A Tsarigradsko Shosse Blvd., fl. 3, 1124 Sofia, Bulgaria.

Details of the directors of the Investment Adviser, who are considered to be its key personnel, are set out
below:

Christo Teodorov Iliev

Executive Chairman, Founder and Main Shareholder

Christo Iliev was among the first business people to join Bulgaria’s burgeoning real estate market more
than 18 years ago. While the real estate agency, Address, was the first business he established, he
headed shortly thereafter for a series of related business establishments. This has transformed into
AG Capital, the largest property business group in the Balkans. AG Capital Holding now consists of 16
subsidiaries and employs around 1,000 employees.

Mr. Iliev has gained experience through successfully leading multiple projects, working closely with
various companies like Cushman & Wakefield, EFG Group, Northridge Capital, CLS Holdings; AXA RE;
Allianz; Westdeutsche Allgemeine Zeitung Group.

Mr. Iliev is the founder and Executive Chairman of BLD Asset Management, in charge of the operations
of Bulgarian Land Development - real estate investment fund listed on the AIM market of the London
Stock Exchange from March 2006 until August 2010. With £55 million in net proceeds, the company
has developed several high-end projects in Sofia, leading Bulgarian cities, Mountain Resorts and on the
Black Sea.

Mr. Iliev has a Master’s degree in Marketing from the Economics University, Varna and OPM from the
Harvard Business School. He is Certified International Property Consultant – CIPS.

Memberships:

 Royal Institution of Chartered Surveyors

 National Real Estate Association

 The International Real Estate Federation

 US National Association of Realtors

 Central and Eastern Europe Real Estate Associations Network

 American Chamber of Commerce

 Bulgarian International Business Association
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 Cammara di Commercio Italiana in Bulgaria

 British Bulgarian Chamber of Commerce

 Bulgarian Business Leaders Forum

 Family Business Network

 Superbrands Bulgaria

 Harvard Club of Bulgaria

 Bulgaria City Club London

 Young President’s Organisation

Dimitar Bonchev Savov

CEO of BLD Asset Management, Board Member.

Dimitar Savov started his career in AG Capital in 2000. He has progressed from an Associate – Financial
Analysis & Control to CFO, and later to an Executive Director of Address Group.

In 2005 Dimitar Savov became a founder and Chairman of the Board of Directors of Forton and
Address Invest. He has gained first-hand experience as CEO of Bulgarian Land Development,
responsible for the portfolio of the company, until its delisting August 2010.

Currently Mr. Savov is CEO of BLD Asset Management, and a Member of the Board of Directors of AG
Capital.

Mr. Savov has over 15 years of active experience in real estate transactions, with value of asset
turnover exceeding €500m. He holds:

 Bachelor’s Degree in Banking from the Economics University, Varna;

 Master’s Degree in Finance from the Economics University, Varna;

 Property Finance and Investment Certificate, Royal Institution of Chartered Surveyors,
UK.

Georgi Bonchev Pavlov

Georgi Pavlov has been a senior executive at AG Capital since 2005 and Member of the board of BLD

Asset Management. After originally being in charge of the group’s Strategic Management & Business

Development, from 2007 he was named AG Capital Executive Director.

His professional background includes top executive positions in Stara Planina Holding JSCo, the

Bulgarian Industrial Capital Associations, Leasing Company JSCo, Spartak JSCo and Incom JSCo. This

translates to experience in the fields of real estate, machine building industry, leasing, management

and tax consultancy.

Mr. Pavlov has a Master’s Degree in Mathematics from The Sofia University St. Kliment Ohridski and

Master’s Degree in Business Administration from the City University, Seattle. Mr. Pavlov is an

associated member of the Chartered Management Institute, Great Britain, and has numerous

qualifications, among which is an ACCA certificate.

2 REGISTRAR, ADMINISTRATION AND SECRETARIAL ARRANGEMENTS

Vistra Fund Services Limited has been appointed to provide administration and secretarial services to the

Fund. Vistra was incorporated in Jersey on 8 August 2008 and has a paid up share capital of £500,000. The

administrator shall provide administration and secretarial services which shall include ensuring that the

Board carries out risk assessment upon the Fund and its activities.

Capita Registrars (Jersey) Limited acts as Registrar. Capita Registrars (Jersey) Limited was incorporated in

Jersey on 6 March 1996. Capita Registrars Limited acts as Transfer and Paying Agent to the Fund.

A summary of the fees payable to the Administrator, the Registrar and Transfer and Paying Agent and the
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terms and conditions upon which they are engaged can be found hereinafter.

The Board shall be responsible for reviewing the performance of the Administrator, Registrar and Secretary

in accordance with procedures established by the Board.

3 VALUATIONS

The Property Portfolio will be valued as at the close of business on each half yearly Property Valuation

Date. Investment properties in respect of which the Fund has not completed will be valued in accordance

with guidelines approved by the Board. Investment properties in respect of which the Fund has completed

will be valued on an open market basis. Pre-contract negotiations to buy or sell Property will be

disregarded for valuation purposes.

The net asset value of the Shares will be calculated every six months based on the half yearly valuation of

the Property Portfolio. This valuation will be announced to the London Market through the Regulatory

Information Service.

The Board may also, at its discretion, arrange for additional valuations from time to time if in its view

market conditions warrant it.

4 CUSTODY ARRANGEMENTS

The Administrator will be responsible for ensuring the safekeeping of the certificates of title to the

properties owned by the Fund.

5 FINANCIAL INFORMATION AND REPORTS

The accounting reference date of the Fund is 31 December. The audited annual accounts will be sent to

Shareholders within six months of the year end to which they relate. Unaudited half yearly reports, made

up to 30 June, will be published in September of each year.

The audited annual accounts and half yearly reports will be available at the registered office of the Fund

and on the Company’s website at www.blackseapropertyfund.com.

6 FEES AND EXPENSES

Placing costs

The costs of the Placing are estimated to amount to approximately £2,500, plus commission of £76,000 [5]%.

Investment Adviser fee

The Investment Adviser will be paid an advisory fee of 2% per annum of the capital raised. The advisory fee

will be paid quarterly in advance and a Carried Interest Fee of 20% on realised profits up to a 20% IRR and

25% on realised profits above a 20% IRR. A hurdle rate (preferred return to shareholders) of 8% plus a 2%

catch up fee to the Investment Adviser will be applied before the Carried Interest Fee calculation. The

Preferred return (hurdle rate) would be satisfied first, and then the catch up fee before carried interest is

distributed to the Investment Adviser in tandem with distributions to shareholders.

Other on-going operating costs

The Investment Adviser will be reimbursed its out of pocket expenses, including travel expenses.

The Administrator and the Registrar will receive an annual fee from the Fund at market rates.

The Fund will bear its on-going operational expenses. These expenses include, but are not limited to:

(a) direct costs of investing and realising the assets of the Fund, including dealing costs, any

stamp duty and registration fees;

(b) professionals’ costs associated with investing and realising the assets of the Fund, including

the fees and expenses of the nominated adviser, surveyors, valuers, sales agents, consultants,

tax advisers, brokers, lawyers and accountants (including introductory fees payable to any

sales agents and corporate finance fees);

(c) fees and expenses of specialist property advisers, including letting agents and architects;

(d) legal and professional expenses which the Fund incurs whether in litigation or in connection

with the ongoing administration of the Fund or otherwise;
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(e) the cost of borrowings incurred for the Fund (including up front arrangement fees payable to

lenders in return for providing loan facilities and interest payable in respect of the

borrowings);

(f) Directors’ fees and expenses;

(g) audit costs;

(h) taxes and duties imposed by any fiscal authority and any other governmental fees;

(i) costs of valuing and pricing assets and of publishing share prices and other notices in the

financial press;

(j) expenses of publishing reports, notices and proxy materials to Shareholders;

(k) expenses of convening and holding meetings of Shareholders;

(l) expenses of preparing, printing and/or filing all reports and other documents relating to the

Fund including placement memoranda, explanatory memoranda, marketing documents,

annual, semi-annual and extraordinary reports required to be lodged with all authorities

having jurisdiction over the Fund;

(m) expenses of making any capital distributions; and

(n) insurance premia (including insurance for members of the Board of the Fund and the Property
Subsidiaries).
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Part V

Bulgaria and Bulgarian Property Market

July 2015

Bulgarian Market Overview

 GDP growth within the Bulgarian economy slowed from 1.5% y/y in Q3 2014 to 1.3% in
Q4 2014. Consumer spending emerged as an important driver of growth as lower energy
prices and employment growth offset the drag from the government's additional fiscal
tightening measures worth 0.7% of GDP. Exports rebounded by 8.3% q/q in Q4 2014
despite political tensions in Ukraine and uncertainty surrounding Greece's membership
in the Eurozone. However, patchy export demand from the Eurozone prior to that
prompted Bulgarian firms to postpone expansion plans. Fixed investment is forecast to
grow by 3.1% in 2015, down from 4.4% in 2014.
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 Bulgarian firms have become more cautious in their expansion plans due to Russian
sanctions, which hit the food industry in particular, as well as recent patchy demand for
exports from the Eurozone. In addition, uncertainty, especially relating to a potential
intensification of the conflict in Ukraine, have weighed on investment. The outlook is
improving, however, due to improvements in the Eurozone’s economy as well as the
boost to corporate profits from lower energy prices. An increase in business confidence
at the start of the year appears to affirm an improvement in the export sector later in
the year.

 Following below-trend GDP growth in the first months of 2015 due to more tepid short-
term prospects for exports, a rebound is expected for the second half of the year.
Further improvements are expected in industrial production, with a resulting rise in
hiring. This will lead to an acceleration in wage growth and a rise in consumer confidence
and should result in a rebound in household consumption. Consumers will be
additionally supported by subdued inflation. Overall GDP is projected to expand by 1.7%
in 2015 and accelerate to 2.2% in 2016, with downside risks due to uncertainty over
Greece's membership in the EU as well as ongoing tensions between Russia and Ukraine
and potential deepening in the recessions in these two countries. Lower than currently
expected GDP growth in the Eurozone – Bulgaria’ main trading partner – is also a
downside risk to growth.

 Main economic indicators according to the Ministry of Finance of the Republic of
Bulgaria are as follows:
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Residential Real Estate

 The past year was the most successful one for the property market since the beginning
of the crisis. The market entered a new stage of development, the drop in property
prices stopped and that encouraged many buyers to return to the market.

 Bulgarian buyers returned to the market and started buying properties in the big cities of
the country which lead to the increased number of sales and to a positive price change
for the first time since the beginning of the crisis.

 An important market observation is the return of the confidence in the property market.
More and more buyers are thinking of buying a property because real estate is a safe real
asset and a good investment. This understanding coincided with a very favorable
movement in the property market development, because real estate prices are currently
at the same levels as 10 years ago and consequently properties are much more
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affordable. The improved mortgage conditions now offered by the banks is also a
positive factor.

Interest rates and mortgage loans

 Normally, bank lending has the most significant direct impact on housing prices and it is
a crucial factor for the property market in Bulgaria. An increase in the number of new
mortgage loans in comparison with previous years is observed, resulting from lower
interest rates and better conditions for lending.

 Increased household savings combined with the relatively high overcrowding and low
overburden rates (being the percentage of the population living in households where the
total housing costs represent more than 40 % of disposable income) could have a
positive impact on the overall demand for residential real estate assets in Bulgaria going
forward.

 According to the Bulgarian National Bank, the weighted average effective interest rate

for long term house loans in Bulgarian lev fell from 10.37% in July 2009 to 7.14% in

November 2013. In May 2015 the effective interest rate reached the lowest level for the

past 10 years: 5.69%. As per the chart below, the volume of long term house loans has

increased from BGN 561mm in the first nine months of 2013 to BGN 657mm in the first

nine months of 2014.



Effective Annual Interest Rate for Residential House Loans in BGN with Maturity Longer than One Year

Source: Bulgarian National Bank

 According to the Bulgarian National Bank the weighted average effective interest rate for
long term house loans in €s has fallen from 9.03% in August 2009 to 6.88% in September
2014. In May 2015, the effective interest rate reached its lowest level for the past 14
years: 5.37%. The volume of long term house loans in € has fallen from BGN 329mm in
the first nine months of 2013 to BGN 243mm in the first nine months of 2014.
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Effective Annual Interest Rate for Residential House Loans in € with Maturity Longer than One Year

Source: Bulgarian National Bank

Sofia

 During 2014 there were 2 periods with different market dynamics. The first half of the
year, in which real estate attractiveness and prices remained unchanged compared to
2013, and the second half of the year in which the number of deals increased sharply,
the supply started decreasing, and the real prices, as well as the asking prices, started
slowly increasing. These factors have led to a 3% increase in the prices of apartments in
the Bulgarian capital. In Q1 2015 key trends are: an increased number completed sales, a
greater appetite for properties for investment and rental return; an increased interest
towards new construction which is getting more and more competitive to the resale
properties, as well as a tendency for a slight increase of the property prices in Sofia of up
to 5%.

 Supply:
In the most preferred central and southern parts of Sofia, property supply is quite
limited. On the resale market there are homes that are sold often at high asking prices or
their physical conditions do not meet the requirements of the buyers (renovation and
remodeling needed involving additional investments, no parking, etc.). Together with
that, the supply of new properties has decreased significantly in recent years. The data
from the National Statistics Institute (NSI) about new building permits show a continuous
decline since the beginning of the crisis. Just from last year there is a partial recovery and
an increase in construction activity in Sofia, but this is a slow process and the market is
now entering a phase in which there is a shortage of quality housing.

In the districts like Lozenets, Izgrev, DIanabad, Ivan Vazov, Strelbishte, Beli Brezi, Borovo,
Gotse Delchev, which are preferred by buyers, there are only a few new buildings started
in the last two years. Most often these are small buildings with several apartments,
where small and affordable housing are sold off-plan more often and the larger sizes
apartments struggle to attract buyers.

In the southern districts, the largest supply of new construction is in Manastirski Livadi,
which recently became more attractive to buyers because of improving infrastructure
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and affordable prices. In Iztok, Izgrev and Dianabad there are almost no new
construction buildings that have started in the last two years, and the prices of
properties are much higher than what buyers are willing to pay.

 Demand:
Many people, who had been postponing property purchase, have returned to the market
and decided to buy a property. Others are driven by the desire to make a reasonable
investment and generate rental income due to the high demand of rental apartments in
Sofia. The return of the buyers was also driven by the improved mortgage loan
conditions.

There is also increased interest in residential properties for "investment purposes", and
for purchases with the intent for subsequent rental. Even the sale of residential
properties in the early stages of construction are rising slightly.

Buyers are increasingly focused on properties with added value - gated complexes, green
areas, good environment, infrastructure, availability of parking, etc.

The buyers are interested mainly in the purchase of new-build apartments in the central
and southern districts of Sofia - Lozenets, Izgrev, Dianabad, Gotse Delchev, Borovo,
Buxton and Manastirski Livadi. They often prefer homes that are furnished and ready to
move in to. The purchases are concluded at prices between €700 and €1,200 per sqm
depending on the location, quality of construction, finishing and facilities.

The demand for residential properties in Bulgaria has the potential to grow in the near
future because the existing stock of housing was built in the 1970s and the 1980s with a
normal operational life of 50 years. In addition there is a continuing migration of people
from the poorer regions towards Sofia, where the unemployment rate is around 5.9%,
which is significantly lower than the average for Bulgaria (currently 11.5%), and is
amongst the lowest in the European Union. The monthly salary in Sofia is about €500
per month, above the national average. These factors are expected to result in a
shortage of quality housing in Sofia in the next 2-3 years.

 Sales and prices:
After five years of decline in prices of residential properties in Bulgaria, there are now
signs of a gradual increase and prevailing positive trends. Sofia and Varna lead the way of
market recovery with positive price changes and biggest numbers of sales. Overall, the
observed stabilization of sales and rental prices and the increase in demand and volume
of deals, and probably the relative market balance achieved in 2014 continued in 2015.

Property sales in August 2014 hit a record high in Sofia, supporting the optimistic
expectations for 2015. The sales of residential properties in the capital grew by 15% in
2014 compared to the previous year and the second half of 2014 became the most
successful period for the residential real estate market in Bulgaria since the beginning of
the crisis.

On one hand this is due to the stabilization of the market and the ending of the
downward price trend and the return of confidence in the property market. More buyers
are thinking of buying property because property is considered a safe real asset.
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Average price per square meter of sold apartments in Sofia in Q4 2014 was 764 €/sqm,
whereas for Q3 it was 750 €/sqm and around 735 €/sqm in the first half of the year. The
overall average purchase price of apartments in Sofia during Q4 is €80,850, compared to
€78,600 for Q3. For the whole 2014, the average total price of purchased apartments in
Sofia was €79,100, compared to €61,500 for 2013. In 2014, the average price of the
apartments sold increased due to activisation of the middle segment of the market and
deals being made at higher levels, between €60,000 and €100,000, something that rarely
happened during previous periods. The number of deals with luxurious apartments with
prices over €100,000 also increased.

1 and 2-bedroom apartments represent around 40% each of the total number of sales
made, and the remaining 20% are large apartments, two-level penthouses and houses.
Almost 50% of all sold properties were furnished and ready to be lived in or rented out.

During the first quarter of the year the average property price of sold apartments in Sofia
is 771 €/sqm compared to 764 €/sqm for Q4 of 2014 and 730 €/sqm for Q1 of 2014. The
average listing price for Q1 of 2015 is 880 €/sqm compared to 860 €/sqm for 2014. It can
be seen that there is a positive trend in both the listing prices and the prices of real deals
by 2-5%, which was expected after the strong second part of 2014. Discounts from the
asking prices decrease and for the first quarter they were around 2-3% compared to 4-
6% on average for 2014.

Indices by Bulgarian Properties and Raiffeisen Imoti both show the bottom has been
reached and there is currently an upwards trend in property prices in Sofia:
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 This combined with the increasing number of sales, limited supply and increasing
demand should favour developments in Sofia during the next 2-3 years.

Bansko and the ski resorts

 The ski property markets in Bulgaria were quite active during Q1 2015. Pamporovo
turned out to be a hit among the Bulgarian buyers with an impressive increase in the
number of sales and very attractive prices. Bansko, on the other hand, is presently the
most international ski resort in Bulgaria.

 Q1 2015 was very successful for the ski resorts and mostly Pamporovo, where the
number of concluded deals doubled compared to Q1 2014. The reason for that was the
increased interest from Bulgarians to buy properties in the resort.

 Bansko has the most diverse profile of buyers in terms of nationality. The biggest group
of buyers comes from the UK. Currently they represent 36% of the buyers, 18% are
Russians and the Bulgarians are less than 10%. The remaining buyers come from Ukraine,
Greece, France and other countries.
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 The average price of sold apartments in Bansko for Q1 of 2015 is 360 €/sqm – the same
as the average price for the whole 2014, so we can say that currently the prices in
Bansko are stable. The average overall purchase price of apartments in the resort was a
little higher than its level from last year – 24,000 € (compared to 20,100 € in 2014).
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Sunny Beach and the beach resorts

 During the first months of this year the dynamics in the property markets at the seaside
slowed down because of the temporary withdrawal of the Russian buyers. At the same
time, the Russians became more interested in properties in the bigger cities with the
purpose of relocation.

 Based on listing prices, there was a trend for a slight decrease of prices, mainly for resale
apartments. The most significant drop in prices happened in January and February and
currently they are 10% below their levels from 2014. The average listing price for Q1
2015 was 675 €/sqm compared to 758 €/sqm for 2014.

 Besides increased interest towards Burgas, the buyers are more often looking for
properties in Sozopol, Lozenets and the other resorts to the south where many
Bulgarians prefer to go on vacation and summer tourism.

 The increased interest towards Varna and the ambient resorts from H2 of 2014 remains
in 2015. Currently Varna and the region attract buyers with diverse nationalities – apart
from Russians and British, there are also Belgians, Kuwaitis, Italians, and also a great
number of Bulgarians.

 The property market in Varna is specific and often has a dynamic of its own, without
being influenced by the tendencies in the other parts of the country or the seaside.
Foreigners, looking for properties at the seaside who have high budgets, often look for
properties namely in Varna and the adjacent resorts.
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Rural properties

 There is a new trend at the rural property segment – a demand for high-quality and
modern village houses with all amenities (such as swimming pools, barbeques, etc) from
foreign and local buyers.

 The rural property market remains relatively weak but with increasingly tempting offers.
The highest activity during Q1 2015 could be observed in the villages near Stara Zagora
and Veliko Tarnovo. In the region of Stara Zagora 50% of the buyers were Bulgarians, and
the average price of the purchased houses was 11,100 €.

 Around Veliko Tarnovo, there is a demand for both cheap village houses and high-class
properties with prices of over 60,000 €. The average price of purchased properties in the
area of Veliko Tarnovo was 41,750 € and there is a growing interest towards the region
from British buyers as it is a famous region with all its beauties and also with a British
community and many expats living in the area.

 The average price of purchased rural houses for in Bulgaria on average for Q1 2015 is
€18,000 and remains the same as last year.

 Increasing number of British buyers are now searching for opportunities to buy houses
near the sea in Bulgaria - near Burgas or Varna (the 2 main big cities on the sea with
international airports). The main searches are for a 3 or 4-bed houses within 20-30 km
from the beach in a good condition ready to be used for the summer season. The
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budgets are usually between 50,000 and 150,000 Euro. We think that this trend will lead
to a greater activity on the rural markets close to the beach resorts in the coming
months.

Perspectives for H2 2015

 In H2 2015 the trends of market recovery will continue, as the demand in the bigger
cities will continue growing being the main driving force for the property market in
Bulgaria as a whole. Expectations for this year are for the market to be mainly driven by
Bulgarian buyers in diverse segments, which were historically dominated by foreign
buyers. Many Bulgarians will focus on buying properties at the seaside and the ski
resorts. It is also expected that there will be increased demand from British buyers which
has become evident with the start of the winter season.
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Office Real Estate

 According to Forton, part of the AG Capital Group, the office market retained its
momentum from the end of 2014, supported by strong occupier and investment
demand. The total stock expanded by 18,606 sqm to 1.709 million sqm in class A and B
towards the end of the first quarter. The pipeline as of Q1 2015 mounted up to 179,373
sqm mainly caused by the restart of City Tower (48,900 sq.m.). Despite of these restarts
the supply remains weak because of the distant deadline of the most projects.

 According to MBL (part of CBRE affiliate network) the office stock in Sofia has marginally
increased to 1.626 mln sq m, as new deliveries for Q1 2015 amounted to a little over 750
sq m. The low figure is a result of the declining construction volumes during the past
couple of years. The declining vacancy trend and the stable demand volume in the past
couple of years have led to the restart of frozen projects and the groundbreaking of new
ones. As a result the amount of office space under active construction started to
increase, reaching 192,400 sq m by the end of Q1 2015.

 The BPO sector continues to be the main demand driver in the office market along with
the IT industry, as the take-up continued to grow in the first quarter reaching 25,903
sq.m. – up to 10% compared to the same period in 2014.

 According to MBL the IT sector was a significant factor in the market for office space in
the first quarter of 2015. The total take-up equaled 28,500 sq m, representing a 40%
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increase compared to the previous quarter. The aggregate class A and B net absorption
equaled 6,600 sq m for the first quarter of 2015. The number represents a significant
decrease from Q4 2014 (25,000 sq m) and is due to several buildings which were
vacated.

Vacancy Rates

 According to MBL, The overall office market vacancy rate declined to 15.1% from 15.4%
in Q4 2014, which is the lowest since Q1 2011. The downward trend started in Q4 2012
and has continued for nine straight quarters. The decrease in vacancy is apparent
throughout all areas of the city. In CBD the vacancy rate currently stands at 17.5%
compared to 18.2% in the previous quarter and vacant space decreased by 1,100 sq m
over the same time period. Vacancy rates for midtown and suburban areas are 15.2%
and 14.7% respectively, down from 15.9% and 14.8%. Vacant office space in midtown
areas decreased by 2,400 sq and by 1,250 sq m in the suburbs. The vacancy rate for class
A office space decreased to 4.4%, led mainly by an increase in occupancy in CBD and
midtown areas.

Source MBL, part of the CBRE affiliate network

 According to Forton, the office vacancy rate marked a new drop to around 25.6% in the
beginning of 2015 against 29.7% for the same period in 2014. The decline was mostly
driven by class A office requirements from expanding and relocating multinational firms.
The vacancy level for higher class buildings continued to decrease reaching 24% in the
first quarter, while those one for class B stayed above 27%. The reason was relocation to
a higher class office buildings followed by insignificant increase of the availability in class
B segment. The top 10 office projects vacancy decreased to 3.7 per cent in the first
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quarter, reflecting the lack of available space in the top tier of the market.

Rental Levels

 The range of the prime headline monthly rents in the class A segment of the market
remained in the range €10.50 - €12.50/sqm with the highest levels in CBD submarket
(according to Forton) as a result of shrinking availability and strong demand. A slight
increase of the rental prices was seen in non-CBD area as a result of the occupier
demand for quality spaces and the concentration of high class projects alongside of the
main boulevards. Due to the lack of quality supply this trend is expected to continue over
the next quarters with most part of class A rents approaching the upper level of the
market segment range.

 According to MBL Asking rents for class A properties in Sofia have increased by 1.7% to
€11.4 over the first three months of 2015. The main driver are properties in the
suburban part of town, where asking rental levels increased by 5%, thus surpassing those
in midtown. On the other hand, properties in CBD and midtown areas registered a
decrease in levels over the same time period. Asking rental rates for class B offices have
slightly decreased since the start of the year. The decrease was led mainly by a drop in
rental levels of properties located in the midtown areas of Sofia. Unlike midtown and
suburban areas, CBD registered a small uptick in the asking rents to €8.15. Currently the
average asking rental rate stands at €7, a 1.3% decrease compared to the fourth quarter

of 2014.
Source MBL, part of the CBRE affiliate network

Investment activity

 There were no investment property transactions announced in Bulgaria during the first
quarter of 2015. There was, however, a slightly increased interest on behalf of new
foreign buyers, looking at investment opportunities mostly in Sofia.
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 According to MBL the trend of increased interest of new foreign buyers could increase
the transaction volume later in the year. During the first quarter of 2015, the total
turnover in Central and Eastern Europe reached €2.11 bn, which is only slightly higher
than Q1 2014. The overall investment volume in Europe increased by 22% to €51 bn, the
highest Q1 volume since 2007.

 The prime yield refers to the yield an investor is prepared to pay to buy a Class A
property, fully-let to high quality tenants at an open market rental value in a prime
location. According to Forton, in the first quarter the market was dominated by local
investors who were looking mostly for deals with distressed assets with potential for
repositioning. International buyers are interested mostly in acquisitions of fully rented

income generating office projects class A in Sofia and deals are expected over next
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Part VI

Financial Information

The historic audited consolidated financial statements of the Fund for the three years ended 31 December 2014

have been sent to Shareholders and can be viewed at http://www.blackseapropertyfund.com.

The Group continues to incur running costs. The Board considers that the Group is adequately funded by the

shareholder loan from Mamferay Holdings Limited (£250,000 of which has yet to be drawn down) to see it

through to the successful conclusion of the Placing or, failing that, to meet the costs of winding up the Group.



50

PART VII

TAXATION

The following information is based on the law and practice currently in force in the UK, Jersey and Bulgaria.

The information is not exhaustive and, if potential investors are in any doubt as to their taxation position, they

should consult their professional adviser. Investors should note that tax law and interpretation can change and

that, in particular, the levels and bases of, and reliefs from, taxation may change and that changes may alter the

benefits of investment in the Fund.

UK taxation

The comments in this section are intended as a general guide for UK resident Shareholders as to their tax position

under United Kingdom law and the practice of HM Revenue & Customs (“HMRC”), the UK tax authorities, as at the

date of this document. Such law and practice (including, without limitation, rates of tax) is in principle subject to

change at any time. The comments apply to Shareholders who are resident and domiciled for tax purposes in the

UK who will hold Placing Shares as an investment and will be the absolute beneficial owners of them.

Non-UK resident and non-UK domiciled shareholders should consult their own tax advisers.

The position of Shareholders who are officers or employees of the Company is not considered in this section, such

Shareholders may be subject to an alternative tax regime and should therefore seek tax advice specific to their

individual circumstances. The position of UK resident but non-domiciled individuals claiming the remittance basis

of taxation is not considered in this section.

The tax position of certain Shareholders who are subject to special rules, such as dealers in securities, broker-

dealers, insurance companies and collective investment schemes is not considered in this section. Any shareholder

who has any doubt as to his or her tax position or who is subject to tax in a jurisdiction other than the United

Kingdom should consult a professional adviser without delay.

UK Taxation

The Company

The policy of the Fund will be to continue to manage and operate each of the Group companies in a way that is

intended to ensure that it has a taxable presence only in the jurisdiction in which each Group company is

incorporated and that it has no taxable permanent establishments or other taxable presence in any other

jurisdiction. It is the intention of the Directors to continue to conduct the affairs of the Company such that the

central management and control of the Company is exercised in Jersey so that the Company has no UK taxable

presence.

Offshore fund rules

Part 8 of the Taxation (International and Other Provisions) Act 2010 and the Offshore Funds (Tax) Regulations

2009 contain provisions (the “offshore fund rules”) which apply to UK persons who hold an interest in an entity

which is an “offshore fund” for the purposes of those provisions.

Under the offshore fund rules, any gain accruing to a person on the disposal of an interest in an offshore fund can,

in certain circumstances, be chargeable to UK tax as income, rather than as a capital gain. On the basis that the

Fund has a finite lifespan, the Company considers that it should be categorised as a non-reporting offshore fund

under current rules.

Taxation of dividends

Individuals

Individual Shareholders receiving a dividend also receive a notional tax credit in respect of the dividend equal to

one ninth of the amount of the dividend paid (or ten per cent. of the combined amount of the tax credit and the

dividend). The amount of the dividend received by such an individual Shareholder and the associated tax credit

form part of the Shareholder’s income for UK tax purposes.



51

The rate of income tax on dividends is ten per cent. for individuals not liable to tax at a rate above the basic rate.

For such individuals, the tax credit therefore discharges their income tax liability and no further tax is due.

Individual Shareholders who are subject to the higher rate of income tax are liable to tax on dividends at the rate

of 32.5 per cent. After taking account of the tax credit, such Shareholders will have further tax to pay equal to 22.5

per cent. of the combined amount of the dividend and the tax credit, or 25 per cent. of the net dividend paid.

Individual Shareholders who are subject to the additional rate of income tax are liable for tax on dividends at the

rate of 37.5 per cent. After taking account of the tax credit, such Shareholders will have further tax to pay equal to

27.5 per cent. of the combined amount of dividend and the tax credit or approximately 30.56 per cent. of the net

dividend paid.

Shareholders who are not liable to UK tax on dividends, including pension funds and charities, are not entitled to

claim repayment of the tax credit (or any part of it).

Companies

Overseas dividends received by a UK resident corporate shareholder that is not a small company will be exempt

from UK corporation tax subject to certain conditions. A small company is defined by reference to the European

Commission’s Recommendation EC 2003/361/EC which states a company is ‘small’ in an accounting period if, in

that period, its number of employees does not exceed 50 and, either its turnover or balance sheet total does not

exceed €10 million. If the distribution is received by a company which is not ‘small’ then for the distribution to be

exempt it must fall within one of five exempt classes defined in the UK tax legislation. Given the broad nature of

these exemptions dividends received by most UK corporate shareholders should qualify for exemption from UK

taxation. Small and non-small companies should seek their own tax advice on the taxation of dividends from the

Company.

UK pension funds and charities are generally exempt from tax on dividends that they receive.

Charge to tax on disposal

For the purposes of UK taxation the acquisition of Shares under the Placing will be regarded as an acquisition of a

new holding in the Company. A disposal of Placing Shares by a Shareholder may, depending upon the

Shareholder’s circumstances, give rise to a liability to UK taxation as offshore income gains. Offshore income gains

are generally computed under chargeable gains principles, with some exceptions, and subject to UK taxation as

miscellaneous income.

Individuals

Where an individual Shareholder realises offshore income gains, income tax will be payable in the tax year of the

disposal after taking account of any reliefs or exemptions available to the individual.

The rate of income tax on offshore income gains is 20 per cent. for individuals not liable to tax at a rate above the

basic rate. Individual Shareholders who are subject to the higher rate of income tax are liable to tax on offshore

income gains at the rate of 40 per cent. Individual Shareholders who are subject to the additional rate of income

tax are liable for tax on offshore income gains at the rate of 45 per cent.

Where a Shareholder disposes of the Shares at a loss, the offshore income gains will be nil. Instead, the loss

should be available, as a capital loss, to offset against other current year chargeable gains or carried forward to

offset against future capital gains.

Companies

Where a Shareholder is within the charge to corporation tax, a disposal of Shares may give rise to offshore income

gains which will be subject to UK corporation tax in the accounting period in which the disposal is made,

depending on the circumstances and subject to any available exemption or relief.

Corporation tax is charged on offshore income gains at the rate applicable to that company (20 per cent. for the

financial year commencing 1 April 2015 and subsequent years). Indexation allowance may reduce the amount of

the offshore income gains that are subject to corporation tax but may not create or increase any allowable loss.
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Where a Shareholder disposes of the Shares at a loss, the offshore income gains will be nil. Instead, the loss

should be available, as a capital loss, to offset against other current year chargeable gains or carried forward to

offset against future chargeable gains.

Stamp Duty and Stamp Duty Reserve Tax

No UK stamp duty or stamp duty reserve tax (“SDRT”) will be payable on the issue of Placing Shares.

Instruments transferring the Shares should not be within the scope of UK stamp duty provided that such

instruments are executed outside of the UK and do not relate to any property situated in the UK or to any matter

or thing done or to be done in the UK. No UK SDRT should be payable in respect of an agreement to transfer the

Shares or on transactions carried out electronically through CREST provided the share register is maintained

outside the UK.

The above comments apply to Shareholders irrespective of their residence, and are intended only as a general

guide to certain UK stamp duty and SDRT considerations. Special rules apply to persons such as market

intermediaries, charities, persons connected with depositary arrangements or clearance services and to certain

sale and repurchase and stock borrowing arrangements.

Jersey taxation

The Fund

The Fund is classed in Jersey as a zero rated company and is, therefore, not liable to Jersey income tax on

profits derived outside Jersey. Confirmation has been obtained from the Controller of Income Tax in

Jersey that, by concession, the Fund will only be liable to tax in Jersey in respect of income arising in Jersey

other than bank interest income. It is not anticipated that any income other than bank interest income

will arise in Jersey.

Shareholders

There is no capital gains tax, estate duty or inheritance tax in Jersey. There is a statutory requirement
for the Fund to deduct income tax from dividends paid to Jersey residents and to account for such
income tax deducted to the Comptroller of Income Tax. Furthermore the Fund is required to make a
return to the Comptroller, on request, of the names, addresses and shareholdings of Jersey resident
Shareholders.

No duties are payable on the issue or disposal of the Shares on the winding up of the Fund. In the event of

the death of a sole holder of Shares probate duty at a rate of up to 0.75% of the value of the Shares at

the time of death is levied in Jersey on grants of probate and letters of administration, save where the

conditions for small estates exemption are satisfied.

The attention of investors who are resident in Jersey is drawn to the provisions of Article 134A of the

Income Tax (Jersey) Law 1961 which may, in certain circumstances, render such residents liable to income

tax on the undistributable income of the Fund.

Bulgarian taxation

Bulgarian real estate tax is an annual tax with a rate in the range 0.01 – 0.45% on the tax valuation of the

property; each municipality has discretion to define the exact rate of the tax. The tax base for legal entities

is the higher of the tax valuation of the property and its book value. The real estate tax applies to

developable land and buildings (except for such having value not exceeding BGN 1 680 – equal to ca. € 860).

The tax is payable regardless of whether the property is used or not. The tax liability is on the owners of the

property.

An annual garbage fee is also due by the owners of real estate property. The amount of the fee is

determined by the municipality per the location of the real estate. The basis for the fee calculation for legal

entities is identical to the basis for real estate tax calculation.

State and municipal taxes and fees are due upon acquisition of real estate property, usually based on the

higher of the purchase price or the tax valuation of the property, such as, among others:
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• one-off municipal tax in the range 0.1 – 3.0% (each municipality has discretion to define the exact

rate of the tax);

• pro rata notary fees calculated on the certified amount (purchase price or tax valuation), where the

percentage rate of the pro rata fee varies in a regressive proportion to the amount; the fee has a cap

of BGN 6,000; the fee is usually subject to VAT at the Bulgarian VAT rate of 20%;

 state fee of 0.1% for registration in the Property Register.

VAT on property transactions and on development costs may also be charged at the Bulgarian VAT rate of

20%. The VAT is, as a rule, refundable as long as the asset / service to which it relates is in its turn used for

the provision of VATable services.
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PART VIII

GENERAL INFORMATION

1 THE FUND

1.1 The Fund was incorporated with limited liability in Jersey as a closed-ended investment

company under the Companies (Jersey) Law 1991 with registered number 89392 on 27 January 2005. In

July 2015 the Fund was relaunched as a single class investment company.

1.2 In accordance with the Law, the Memorandum of Association of the Fund does not

contain an objects clause. The Fund intends to carry on the business of an investment holding

company.

1.3 The Fund’s registered office and its principal place of business are in Jersey and are located at

4
th

Floor, St Paul’s Gate, 22-24 New Street, St Helier, JE1 4TR.

1.4 The Fund has 6 Jersey situate subsidiaries and 3 Bulgarian situate subsidiaries (one of which is

held through a Jersey subsidiary), all of them being the Property Subsidiaries. These subsidiaries have

previously been used by the fund for its investments, including for holding title to properties, but have

been inactive since 2014. It is intended that the Property Subsidiaries are utilized to hold the properties

to be invested in.

1.5 The Fund carried on business as a collective investment fund from January 2005 until July 2014

when the existing activities of the Fund were wound up and its last asset sold. The Fund has been

inactive since that time.

2 SHARE CAPITAL

2.1 The Company is a no par value company and is authorised to issue up to 10 Founders Shares

and an unlimited number of Participating Shares. The Founders Shares are not redeemable and in

accordance with the Articles of Association are owned by any manager or as otherwise determined by

the Directors. The Founders Shares do not carry any rights to dividends or profits and on

liquidation they will rank behind Shares for the return of the amount paid up on each of them.

Founders Shares carry the right to receive notice of and attend general meetings, but carry no right to

vote thereat unless there are no Participating Shares in issue.

2.2 Two Founder Shares were issued at incorporation.

2.3 The liability of Shareholders is limited to the amount payable in respect of Shares held.

2.4 The Shares carry the right to vote at general meetings, dividends, and the surplus assets of the

Fund on a winding-up.

2.5 Since incorporation the two Founder Shares referred to above and 213,112,894 Participating

Shares have been issued. The Placing Shares are in addition to those shares already issued. There is no

loan capital of the Fund issued or agreed to be issued at present, or is now proposed to be issued, for

cash or any other consideration and no commission, discounts, brokerages or other special terms

have been granted by the Fund in connection with the issue of any such capital.

2.6 No share or loan capital of the Fund is under option or has been agreed, conditionally or

unconditionally, to be put under option.

2.7 The Articles authorise the Directors to allot an unlimited number of Participating Shares

without pre-emption rights applying for existing Shareholders.

2.8 On the basis that 152,000,000 Shares are issued under the Placing at a Placing Price of 1 pence,

the Fund will on completion of the Placing have 365,112,894 Shares and 2 Founders Shares in issue.

2.9 As of the date of this document, the Fund has no listed or unlisted securities not representing

share capital.
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3 DIRECTORS’ AND OTHER INTERESTS

3.1 The maximum amount of remuneration payable to the Directors permitted under the Articles is

£100,000 per annum.

3.2 It is estimated that the aggregate emoluments (including benefits in kind and pension

contributions (of which none are to be made)) of the Directors for the year ending 31 December 2015

will amount to no more than £80,000.

3.3 The Directors have each entered into an appointment letter with the Fund. The appointment

letters provide that either party may terminate the appointment of the Director with three months’

notice (save for in certain circumstances where the appointment may be terminated without notice,

including where the Director is removed by the Shareholders by ordinary resolution). The appointment

letter provides for indemnification of the Directors (to the extent permitted by the laws of the Island of

Jersey) against all claims or liabilities arising out of or in connection with their appointment (save for in

certain circumstances such as in connection with criminal proceedings or any action by the company

against the director).

There are no contracts entered into by the Fund in which the Directors have a material interest.

3.4 No loan has been granted to, nor any guarantee provided for the benefit of, any Director

by the Fund or its subsidiaries.

3.5 No Director has any interest in any transactions which are or were unusual in their

nature or significant to the business of the Fund and which have been effected by the Fund since

incorporation or have been effected by the Fund since incorporation and remain in any way

outstanding or unperformed.

3.6 No Director (nor any member of a Director’s family) has had a related financial product (as

defined in the AIM Rules) referenced to Shares.

3.7 The Fund is not aware of any person or persons who directly or indirectly, jointly or

severally, exercise or could exercise control of the Fund.

3.8 Save as set out below, the Directors are not aware of any interest which, at the date of this

document and immediately following the Placing, would amount to more than 3% of the issued share

capital of the Company:

Name Existing Shares Percentage

of Existing

Shares

Total Shares

after Placing

Percentage of

total Shares

after Placing

Nomokanon - 2000 Ltd 63,126,806 29.62 106,126,806 29.07

Mamferay Holdings Limited 60,814,581 28.54 104,814,581 28.71

Compass Capital JSC 27,936,000 13.11 72,936,000 19.98

Pershing Nominees Limited 20,550,000 9.64 20,550,000 5.63

3.9 The Fund has purchased directors and officers liability insurance for the benefit of the
Directors.

3.10 No Director has any unspent convictions relating to indictable offences, has been bankrupt

or has made, or been the subject of, any individual voluntary arrangement.

3.11 Save as listed hereinafter none of the Directors has been a director of any company at the

time of or within twelve months preceding the date of its receivership, compulsory liquidation,

creditors’ voluntary liquidation, administration, company voluntary arrangement or any composition

or arrangement with its creditors generally or any class of its creditors. None of the Directors has

been a partner of any partnership at the time of or within twelve months preceding the date of its
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compulsory liquidation, administration or partnership voluntary arrangement or the receivership of any

assets of such partnership nor have any of their assets been the subject of receivership.

Alex Borrelli was a director of BNB Recruitment Solutions plc ("BNB") from 5 April 2007 until its

liquidation on 25 January 2010. BNB was placed into administration on 29 June 2009 and entered into a

creditors' voluntary liquidation on 25 January 2010.

Alex Borrelli was a director of IAF Securities Limited ("IAF") from 1 September 2008 until 18 January

2009. IAF entered into a creditors' voluntary liquidation on 23 March 2009.

On 9 October 2013, at the instigation of Tony Gardner-Hillman and one of his co-directors, the Jersey

Court ordered the winding up on the “just and equitable” ground of Evreux Holdings Limited and two of

its subsidiary companies. The companies are owned by a family trust. The winding up is ongoing but it

seems likely that not all the liabilities of the holding company (understood to be primarily debts due in

respect of loans from the settlor of the trust and his widow) will be met in full.

Tony Gardner-Hillman resigned on 3 March 2007 as a director of Brian Hill Haulage & Plant Hire Limited,

which entered into administration on 12 October 2007. The company moved from administration to

liquidation on 1 October 2008 and was subsequently dissolved in March 2012.

Tony Gardner-Hillman, in his role as a director of Jersey Trust Company (JTC), was a director of the JTC

client company Blue Swan Insurance (Jersey) Limited from 2004 to 2007. Blue Swan was defrauded by

its beneficial owner who caused the UK-based premium collection agent to divert premium income.

Blue Swan closed to new business in 2005 and in 2006 was placed into liquidation by the Jersey Court

on the “just and equitable” ground at the instigation of the directors and with the full support of its

regulator, the Jersey Financial Services Commission. The liquidator reached a settlement with the

beneficial owner but the quantum was insufficient to meet all claims. The company was dissolved in

2010.

3.12 None of the Directors has been publicly criticised by any statutory or regulatory authority or

been disqualified by a court from acting as a director of a company or from acting in the management

or conduct of the affairs of any company.

4 ARTICLES OF ASSOCIATION

The Articles of Association of the Fund contain provisions, inter alia, to the following effect:

4.1 Voting

The Shareholders have the right to receive notice of, and to vote at, general meetings of the Fund.

Each Shareholder who is present in person (or, being a corporation, by representative) at a general

meeting on a show of hands has one vote and, on a poll, every such holder who is present in person

(or, being a corporation, by representative) or by proxy has one vote in respect of each Share held.

4.2 Variation of Rights

Subject to the Law, the special rights attached to any class of shares may be varied or abrogated

with the consent in writing of the holders of three-fourths of the issued shares of the class or with

the sanction of a Resolution passed at a separate meeting of the holders of such shares. The

necessary quorum shall be two persons at least holding or representing by proxy one-third in

number of the issued shares of the class (but so that if at any adjourned meeting of such holders

a quorum as above defined is not present those shareholders who are present shall be a

quorum). Every holder of shares of the class concerned shall be entitled at such meeting to one vote

for every share held by him on a poll. The special rights conferred upon the Shares or any shares or

class of shares issued with preferred, deferred, or other special rights shall not be deemed to be

varied by the exercise of any power under the disclosure provisions requiring shareholders to

disclose an interest in the Fund’s shares as set out in the Articles.

4.3 Offers of Shares

(a) Subject to the provisions of the Articles and without prejudice to any special rights

conferred on the holders of any class of shares, any share in the Fund may be issued with or have
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attached thereto such preferred, deferred or other special rights, or such restrictions whether in

regard to dividend, return of capital, voting or otherwise as the Fund may from time to time by

Ordinary Resolution determine.

(b) Subject to the Articles, the unissued shares shall be at the disposal of the Directors, and

they may allot, grant options over, issue warrants in respect of or otherwise dispose of them to

such persons, at such times and generally on such terms and conditions as they determine.

(c) The Fund may also pay such brokerages and/or commissions as may be
lawful.

(d) No person shall be recognised by the Fund as holding any shares upon any interest

other than an absolute right of the registered holder to the entirety of a share.

4.4 Notice requiring disclosure of interest in Shares

The Directors may serve notice on any member requiring that member to disclose to the Fund the

identity of any person (other than the member) who has an interest in the Shares held by the

member. Any such notice shall require any information in response to such notice to be given within

such reasonable time as the Directors may determine.

If any member is in default in supplying to the Fund the information required by the Fund within the

prescribed period (which is 28 days after service of the notice or 14 days if the shares concerned

represent 0.25% or more of the issued shares of the relevant class), the Directors in their absolute

discretion may serve a direction notice on the member. The direction notice may direct that in

respect of the shares in respect of which the default has occurred (the ‘‘default shares’’) the member

shall not be entitled to vote in general meetings or class meetings. Where the default shares represent

at least 0.25% of the class of shares concerned the direction notice may additionally direct that

dividends on such shares will be retained by the Fund (without interest) and that no transfer of the

shares (other than a transfer authorised under the Articles) shall be registered until the default is

rectified.

4.5 Uncertificated Shares

The Articles are consistent with CREST membership and, inter alia, allow for the holding and

transfer of Shares in uncertificated form.

4.6 Transfer of Shares

In the event the Directors determine that the Shares may be held in certificated form, the following

shall apply to the transfer of Shares held in such form:

Subject to the below, any member may transfer all or any of his Shares by instrument of transfer

in any form which the Directors may approve. The instrument of transfer of a Share shall be signed

by or on behalf of the transferor.

The Directors may refuse to register any transfer of Shares unless the instrument of transfer is

lodged at the registered office accompanied by the relevant share certificate(s) and such other

evidence as the Directors may reasonably require to show the right of the transferor to make the

transfer.

The Directors may refuse to register a transfer:

(a) of any Share which is not fully paid up or on which the Fund has a lien provided that this

would not prevent dealings from taking place on an open and proper basis;

(b) if as a result of the transfer, the transferee or transferor would not be an Eligible Investor;

(c) where the holding of such Shares may result in regulatory, pecuniary, legal, taxation or

material administrative disadvantage for the Fund or the Shareholders as a whole; or

(d) if as a result of the transfer, the transferee or transferor would hold less than the Minimum

Holding of Shares specified. This restriction on the Directors’ ability to register a transfer of

Shares is included in the Articles as a result of the requirements imposed on the Fund by the
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Jersey Financial Services Commission and EU legislation relating to minimum holdings.

Transfers of Founders Shares may not be made without the approval of the Directors and the consent

of the Jersey Financial Services Commission.

The registration of transfers may be suspended at such times and for such periods as the Directors

may from time to time determine provided that such suspension shall not be for more than 30 days in

any year.

4.7 Compulsory transfer of Shares

In respect of Shares held in certificated form (and in respect of Shares held in uncertificated form to

the extent compatible with the CREST Regulations), the Board may refuse to register any

transfer of Shares, or may require the transfer of Shares owned or which appear to be owned

directly by any person who, by virtue of his holding, may in the opinion of the Directors give rise to a

breach of any applicable law or requirement in any jurisdiction or may cause or be likely to cause the

Fund or shareholders of the Fund some legal, pecuniary or material disadvantage or which holding

would or might result in the Fund being required to register or qualify under any US law.

4.8 Alteration of capital and purchase of Shares

The Fund may from time to time, subject to the provisions of the Law, purchase its own shares

(including any redeemable shares) in any manner authorised by the Law.

The Law provides that the Fund may by special resolution consolidate and divide all or any of its

share capital into shares of larger amounts than its existing shares; subdivide all or any of its shares

into shares of a smaller amount than is fixed by the Memorandum; cancel any shares which at the

date of the resolution have not been taken or agreed to be taken and diminish its authorised share

capital accordingly; convert all or any fully paid up shares into stock and reconvert that stock into

paid up shares of any denomination; and convert its fully paid shares into shares denominated in a

different currency.

The Fund may by special resolution reduce its share capital, any redemption reserve fund or any

stated capital account in any manner permitted by and with and subject to any consent required by

the Law.

4.9 Interests of Directors

(a) Save as mentioned below, a Director may not vote or be counted in the quorum on any

resolution of the Board (or a committee of the Directors) in respect of any matter in which he

has (together with any interest of any person connected with him) a material interest

(other than by virtue of his interest, directly or indirectly, in shares or debentures or other

securities of the Fund).

(b)Subject to the Law, a Director shall be entitled to vote (and be counted in the quorum) in

respect of any resolution concerning any of the following matters:

(i) the giving of any guarantee, security or indemnity in respect of money lent or

obligations incurred by him or any other person for the benefit of the Fund or any of

its subsidiaries;

(ii) the giving of any guarantee, security or indemnity in respect of a debt or obligation of

the Fund or any of its subsidiaries for which the Director himself has assumed

responsibility in whole or in part and whether alone or jointly with others under a

guarantee or indemnity or by the giving of security;

(iii) a contract, arrangement, transaction or proposal concerning, or the offer of,

shares, debentures or other securities of the Fund or its subsidiaries in which offer

he is or may be entitled to participate or in the underwriting or sub-underwriting of

which he is to or may participate;

(iv) any proposal concerning any other company in which he is interested, directly or
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indirectly, as an officer, creditor or shareholder or otherwise, provided that he,

together with persons connected with him, is not to his knowledge the holder of or

beneficially interested in 1% or more of any class of the equity share capital of any

such company (or of any third company through which his interest is derived) or of

the voting rights of such company;

(v) any arrangement for the benefit of employees of the Fund or any of its subsidiaries

which accords to the Director only such privileges and advantages as are generally

accorded to the employees to whom the arrangement relates; or

(vi) any proposal for the purchase or maintenance of insurance for the benefit of the

Director or persons including the Directors.

(c) Any Director may act by himself or by his firm in a professional capacity for the Fund,

other than as auditor, and he or his firm shall be entitled to remuneration for

professional services as if he were not a Director.

(d)Any Director may continue to be or become a director, managing director, or other

officer or member of a company in which the Fund is interested, and any such Director

shall not be accountable to the Fund for any remuneration or other benefits received

by him.

4.10 Remuneration of Directors

(a) The Directors shall be remunerated for their services at such rate as the Directors shall

determine provided that the aggregate amount of such fees shall not exceed £100,000 per

annum (or such sum as the Fund in general meeting shall from time to time determine). The

Directors shall also be entitled to be paid all reasonable expenses properly incurred by them in

attending general meetings, board or committee meetings or otherwise in connection with the

performance of their duties.

(b)A Director may hold any other office or place of profit under the Fund (other than the office of

auditor) in conjunction with his office of Director on such terms as to tenure of office and

otherwise as the Directors may determine.

(c) The Directors may from time to time appoint one or more of their body to the office of

managing director or to any other office for such term and at such remuneration and upon

such terms as they determine.

4.11 Retirement of Directors

(a) Directors shall not be subject to retirement by rotation.

(b)A Director shall not be required to hold any qualification shares.

(c) No person shall be or become incapable of being appointed a Director by reason of having

attained the age of 70 or any other age and no Director shall be required to vacate his office at

any time by reason of the fact that he has attained the age of 70 or any other age.

4.12 Dividends and distribution of assets on a winding up

(a) Subject to the rights of persons entitled to shares with special rights as to dividends, the Fund in

general meeting may declare a dividend but no dividend shall exceed the amount

recommended by the Directors.

(b)No dividend shall be paid other than in accordance with the provis ions of the

Companies (Jersey) Law 1991 as amended resulting from the Fund’s business.

(c) The Directors may if they think fit from time to time pay the members such interim dividends as

appear to be justified by the profits of the Fund.

(d)No dividend or other amount payable to any Shareholder shall bear interest against the

Fund. All unclaimed dividends and other amounts payable as aforesaid may be invested or

otherwise made use of for the benefit of the Fund until claimed. Payment by the Fund of any
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unclaimed dividend or other amount payable in respect of a share into a separate account

shall not constitute the Fund a trustee in respect thereof. Any dividend unclaimed on the

earlier of (1) seven years from the date when it first became payable or (2) the date on which

the Fund is wound up, shall be forfeited automatically, without the necessity for any declaration

or other action by the Fund.

(e) The Directors are also empowered to create reserves before recommending or declaring any

dividend. The Directors may also carry forward any profits which they think prudent not to

divide.

(f) The Articles permit up to 100% of management and administration fees, finance costs and all

other expenses to be charged to capital.

(g) If the Fund should be wound up (whether the liquidation is voluntary, under supervision or by

the court) the liquidator may with the authority of a special resolution and any other

sanction required by Law, divide amongst the members in specie the whole or any part of the

assets of the Fund and whether or not the assets shall consist of property of one kind or of

properties of different kinds, and may for such purposes set such value as he deems fair upon

any one or more class or classes or property, and may determine how such division should be

carried out as between the members or different classes of members.

4.13 Life of the Fund

The Directors shall convene an extraordinary general meeting to be held on or within 60 days

before 31 December 2021 (or if that day is not a Business Day on the next Business Day) at which a

resolution shall be proposed for the winding up of the Fund. The Directors may be relieved from the

obligation to convene such meeting by special resolution of holders of the Shares passed at any

time prior to 31 December 2021.

4.14 Borrowing

(a) The Directors may exercise all and any powers of the Fund to borrow money.

(b)Any person lending money to the Fund shall be entitled to assume that the Fund is acting in

accordance with the Articles and shall not be concerned to enquire whether such provisions

have in fact been complied with.

4.15 Register of Shareholders

The register of Shareholders is the hard copy register of Shareholders kept in Jersey at the

registered office pursuant to Article 41 of the Law.

4.16 Meetings

Meetings of Shareholders shall be called by the giving of at least 21 clear days’ notice for an Annual

General Meeting or in the case of any other general meeting at least 14 clear days’ notice (in either case

exclusive of the day on which the notice is deemed to be served and the day for which the notice is

given) specifying the place, day and hour of the meeting and in the case of special business the nature

of such business.

4.17 Meetings of Directors

The Fund shall be managed by the Directors. The quorum for any meeting of the directors shall be 2

unless otherwise fixed by the Board, provided always the majority of Director in any meeting is outside

the United Kingdom. The Directors may delegate their powers to committees consisting of such

members of their body as they think fit.

5 OVERSEAS INVESTORS

No action has been taken to permit the distribution of this document in any jurisdiction outside the

UK where such action is required to be taken. This document may not therefore be used for the

purpose of, and does not constitute, an offer or solicitation by anyone in any jurisdiction or in any

circumstances in which such offer or solicitation is not authorised or to any person to whom it is
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unlawful to make such offer or solicitation. Accordingly, no person receiving a copy of this document

in any territory other than the United Kingdom or Jersey, may treat the same as constituting an offer

or invitation to him to acquire, subscribe for or purchase Shares nor should he in any event acquire,

subscribe for or purchase Shares unless such an invitation, acquisition, subscription or purchase

complies with any registration or other legal requirements in the relevant territory. Any person

outside the United Kingdom or Jersey wishing to acquire, subscribe for or purchase Shares should

satisfy himself that, in doing so, he complies with the laws of any relevant territory, and that he obtains

any requisite governmental or other consents and observes any other applicable formalities.

The Fund is not registered with the US Securities Exchange Commission under the US Investment

Companies Act of 1940, as amended (the ‘‘1940 Act’’). In addition, the Shares are not registered under

the US Securities Act of 1933, as amended (the ‘‘1933 Act’’). Therefore, the Shares may not be publicly

offered or sold in the US or directly or indirectly to or for the benefit of a ‘‘US Person’’ as defined herein. A

‘‘US Person’’ as used herein means a ‘‘US Person’’ as defined under Regulation S of the 1933 Act, as well as

the following (1) a citizen or resident of the US; (2) a partnership or corporation organised or

incorporated under the laws of any state, territory or possession of the US; (3) any estate or trust, other

than an estate or trust which is not subject to US income tax on its income derived from sources outside

the US and not effectively connected with the conduct of a trade or business within the US; or (4) any

estate or trust which has a US Person as its executor, administrator, or trustee. Shares will be offered

or sold within the United States only to Qualified Purchasers, as defined under the 1940 Act.

The Fund’s Articles contain provisions designed to restrict the holding of Shares by persons,

including US Persons, where in the opinion of the Directors such a holding could cause or be likely to cause

the Fund some legal, regulatory, pecuniary, tax or material administrative disadvantage.

6 MATERIAL CONTRACTS

The following contracts, not being contracts entered into in the ordinary course of business, have

been entered into by the Fund since its incorporation and are, or may be, material:

6.1 The Investment Advisory Agreement dated as of 15 July 2015 between the Fund and the

Investment Adviser under which the Fund has appointed BLD Asset Management EOOD as

Investment Adviser with responsibility for advising on the investment of the Property Portfolio. In

consideration for the services rendered by the Investment Adviser the Fund shall pay the

Investment Adviser the fees outlined in Part IV hereinbefore payable in equal quarterly

instalments in advance (as varied from time to time by agreement between the Fund and the

Investment Adviser). The Investment Adviser has the benefit of an indemnity from the Fund in

relation to liabilities incurred by the Investment Adviser in the discharge of its duties other

than those arising by reason of any fraud, wilful default, negligence or bad faith on the part of

the Investment Adviser.

6.2 The Loan Agreement dated 29 January 2015 between the Fund and Mamferay Holdings Limited,

a company registered in Cyprus with company number HE 329924, whereby Mamferay Holdings

has provided the Fund with an unsecured loan of up to £350,000. £100,000 of the Loan has been

drawn down by the Fund, and the remaining £250,000 may be drawn down once the Fund has

received approval from the Commission to extend the life of the Fund.

Тhe Loan bears an interest rate of 3 months' Euribor plus two point five per cent per annum over 

the utilised portion of the loan, payable at the end of the term of the Loan. The Loan will be

repayable on the earlier of a) 29 January 2016 and b) the date on which the Board determines

that the Fund has raised sufficient funds for its Proposed Investment Strategy.

The Fund also has the option to convert the Loan and any accrued interest into Participating

Shares in the Fund at a price per share to be determined by reference to the volume weighted

average price for the shares on the five immediately preceding days (such days to be selected by

the Board in good faith as close as conveniently possible to the conversion date) on which trading

took place on the AIM market of the London Stock Exchange, provided such a conversion would

not result in additional financial expenses or further statutory obligations for Mamferay Holdings,

including but not limited to an obligation for Mamferay Holdings to make an offer pursuant to
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the City Code on Takeovers and Mergers.

6.3 The Administration and Secretarial Agreement dated 27 March 2015 between the Fund and

the Administrator under which the Fund has appointed to the Administrator to provide

administrative services to the Fund. Under the Administration Agreement the Fund has also

appointed the Administrator as secretary to the Fund. Under the Administration Agreement, the

Administrator has the authority to delegate the discharge of certain of its functions

thereunder provided that the Administrator remains fully responsible for the acts and

omissions of any delegate it shall appoint for such purposes other than a delegate appointed

at the request of the Fund. The agreement is terminable on 3 months’ notice in writing and

on shorter notice in the event of breach of contract or insolvency. The Administrator will be

paid an annual fee of £84,000 payable quarterly in advance for its company secretarial,

administration, and valuation services, such fee to be reviewed and renegotiated on the first

anniversary of the agreement. The Fund will reimburse the Administrator in respect of

reasonable out of pocket expenses properly incurred in the performance of its duties. The

Administrator has the benefit of an indemnity from the Fund under the terms of the

Administration Agreement in relation to liabilities incurred in the discharge of its duties other

than those arising by reason of any fraud, negligence, wilful default, gross misconduct or breach of

the Administration Agreement. The liability of the Fund under the Administration Agreement is

limited to the Property Portfolio.

6.4 The Registrars Agreement dated 21 February 2005 between the Fund and Capita Registrars

(Jersey) Limited whereby the Registrar has agreed to act as registrar to the Fund. Under the

Registrars Agreement the Registrar will be paid a minimum annual charge of £5,000 with such

further fees to be determined under the Registrars Agreement. The Registrars Agreement may be

terminated by the Registrar on 3 months’ notice and by the Fund on 3 months’ notice (such

notice not to expire before the date which is 3 months after the first anniversary of the date of

the Registrars Agreement).

6.5 A Nominated Adviser Agreement dated 12 December 2014 between the Fund, the Directors and

Cairn pursuant to which Cairn agrees to act as nominated adviser to the Fund for the purposes of

the AIM Rules. Cairn has the benefit of an indemnity from the Fund in the absence of its fraud,

negligence or willful default. The Nominated Adviser Agreement may be terminated by either

party on three months’ notice after an initial term of one year. The Fund and Cairn both have

rights of automatic termination under the Nominated Adviser Agreement for material breach. In

return for acting as adviser, Cairn will receive an initial fee of £15,000 per annum rising to

£25,000 per annum once the Fund has made its first investment after this appointment.

6.6 An AIM Broker Engagement Letter dated 12 December 2014 between the Fund, the Directors and

Peterhouse Corporate Finance Limited pursuant to which Peterhouse agrees to act as AIM Broker

to the Fund for the purposes of the AIM Rules. Peterhouse has the benefit of an indemnity from

the Fund in the absence of its fraud, negligence or wilful default. The Engagement Letter may be

terminated by either party on three months’ notice after an initial term of one year. The Fund

and Peterhouse both have rights of automatic termination under the Engagement Letter for

material breach. In return for acting as broker, Peterhouse will receive a fee of £25,000 per

annum and commission at a rate of 5 per cent of the gross amount of any funds raised by

Peterhouse and a rate of 1 per cent of the gross amount of any funds raised by the Company or

third parties pursuant to any fundraising undertaken by the Company.

6.7 Intra-group Funding Agreements dated 21 February 2005 between the Fund and the Property

Subsidiaries under which the Fund agrees to provide advances to the Property Subsidiaries in

order to fund their investment activities.

6.8 A relationship agreement dated 28 January 2015 between the Fund, AG Capital AD, Mamferay

Holdings Limited, Christo Iliev, Cairn and Peterhouse under which AG Capital AD, Mamferay

Holdings Limited and Christo Iliev make certain undertakings to the other parties with respect to

the exercise of their rights as legal and beneficial ownership of the Fund.
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7 WORKING CAPITAL

In the Directors’ opinion, having made due and careful enquiry, the working capital available to the Fund will

be sufficient for its present requirements that is for at least the next 12 months from the date of this

document.

8 MISCELLANEOUS

8.1.1 The Shares will be in registered certificated form, although, under the Articles, the Shares are

eligible for settlement in CREST.

8.1.2 The Fund is not currently engaged in any legal or arbitration proceedings nor, so far as the Fund is

aware, are there any such legal or arbitration proceedings pending or threatened by or against

the Fund which may have or have had since the Fund’s incorporation a significant effect on the

Fund’s financial position.

8.1.3 None of the Shares available under the Placing are being underwritten.

8.1.4 The Shares do not have a par value.

8.1.5 The Directors confirm that the Fund was incorporated and registered on the date referred to in

paragraph 1 above. The Fund has traded as a collective investment fund since then however

having realised all its assets and distributed all cash except working capital the Fund is presently

inactive.

8.1.6 The Fund is not dependent on any patents or other intellectual property rights or licences.

8.1.7 The Fund currently has no significant investments in progress.

8.1.8 Save as disclosed in this document, no person has received, directly or indirectly, from the Fund

since 2 years from the date of this document or entered into contractual arrangements to

receive, directly or indirectly, from the Fund, fees totaling £10,000 or more or securities in the

Fund with a value of £10,000 or more, calculated by reference to the Placing Price, or any other

benefit with a value of £10,000 or more at the date of the completion of the Placing.

8.1.9 The accounting reference date of the Fund is 31 December.

8.1.10 Peterhouse has given and not withdrawn its written consent to the inclusion in this document of

references to their name in the form and context in which they appear.

8.1.11 AG Capital and BLD Asset Management have given and not withdrawn their written consent to

the inclusion in this document of references to their names in the form and context in which they

appear.

8.1.12 The Board will exercise all voting rights in any underlying asset of the Fund in such manner as it in

its sole discretion believes is in the best interests of the Fund.

9 DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection at the registered office of the Company

during business hours on any weekday from the date of this document (Saturdays and public holidays

excepted).

9.1.1 the Memorandum and Articles of the Fund;

9.1.2 the material contracts referred to in paragraph 6 of this Part VIII;

9.1.3 the Companies (Jersey) Law 1991, as amended;

9.1.4 the Collective Investment Funds (Jersey) Law 1988, as amended; and

9.1.5 this document.

Dated 28 July 2015
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SCHEDULE

Directors’ Directorships and Significant Shareholdings

Alex Borrelli

Directorships

Metal Tiger Plc

B W A Group Plc

Bridge Hall Plc

Metal Horse Limited

Borrelli Capital Limited

Mineralfields Group Limited

Prego International Limited

BNB Recruitment Solutions Plc

BMR Mining Plc

BSPF (Property) Limited

BSPF (Property 2) Limited

BSPF (Property 3) Limited

BSPF (Property 4) Limited

BSPF (Property 5) Limited

BSPF (Property 6) Limited

Significant Shareholdings

Mineralfields Group Limited

Borrelli Capital Limited

Antony Gardner- Hillman

Directorships

Hillman Financial Management Limited

Hillman Properties Limited

Euroknights Asset Management V Limited

Euroknights Asset Management VI Limited

Cavendish Square Partners (General Partner) Limited
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The Ottoman Fund Limited

Ottoman Finance Company 1 Limited

Ottoman Finance Company 2 Limited

Bellzone Mining plc

ACP Capital Limited (in summary winding up)

Kingsbridge Capital Limited

Smith & Williamson Trustees (Jersey) Limited

Smith & Williamson (Channel Islands) Limited

Evreux Holdings Limited (in Liquidation)

J.C.N. Investments (Jersey) Limited (in Liquidation)

Anthony Investments (Esplanade) Limited (in Liquidation)

New Age Alzarooni 2 Limited

Spectrum Motion Media Limited

CPBM Finance Limited

CPBM Midco 1 (Jersey) Limited

CPBM Midco 2 (Jersey) Limited

Jersey Choice Limited

MotionLED Technology Limited

Shackleton Partners (General Partner) Limited

The Black Sea Property Fund Limited

BSPF (Property) Limited

BSPF (Property 2) Limited

BSPF (Property 3) Limited

BSPF (Property 4) Limited

BSPF (Property 5) Limited

BSPF (Property 6) Limited

NAXS Nordic Access Buyout Fund AB

BMR Mining PLC

Significant Shareholdings

Hillman Financial Management Limited

Hillman Properties Limited

Yordan Naydenov

The Black Sea Property Fund Limited

Mr Naydenov has no other directorships or significant shareholdings


