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the investment intermediary having signed this Registration Document, are jointly
responsible for any damages caused by incorrect, misleading or incomplete data in the
Registration Document. The compilers of the Annual Financial Report of the Company are
responsible together with the above-mentioned persons for any damages caused by
incorrect, misleading or incomplete data in the financial reports of the Company, and the
certified auditor — for any damages caused by the financial reports audited by him.

18 February 2005



"BULGARIAN REAL ESTATE FUND" INC. REGISTRATION DOCUMENT

CONTENTS OF THE REGISTRATION DOCUMENT

1.  Data about the members of the management and supervisory bodies, consultants and auditors of the

Issuer. Responsibility for preparation of the Registration Document............ccoecvveveeienierieecieniesieseesee e 5
1.1 Data about the members of the Board of DIireCtors ..........cocevereeienieneninienineneeecienesene e 5
1.2 Data about the main banks, investment intermediaries and legal advisors, as well as for the legal
AAVISOTS O TS ISSUE ....cviutiiiiiiitirieeicet ettt ettt b et ettt be bt eat et et e b et e besaeebeeaeas 5
1.3 Data about the auditors of the ISSUET ..........ccoiiiiieiiieieieee e 6
1.4 Persons responsible for the preparation of the Registration Document.............cccoecvevenienieneennen. 6
L.5 Declaration by the offerer of the SECUITHIES .......eeouieiiieiirieiieieee e 6

2. Basic INFOIMAtION ......cc.eiiuiiiiiieiiee ettt ettt et et et st bt ettt st b e e 7
2.1 Summarised financial INFOrMAatioN ...........cooiiiiiiiiiiiiiiie e 7

2.1.1 Information on acquired real ESTALE..........cccveruieriieriieiieiecere ettt s ene 7
2.2 Description of the investment objectives of the Company ............cccevveveerieerieiciereereee e 7
2.2.1 INVESTMENT ODJECTIVES ..vevviiieiieiieieeiieettete ettt et et e e e seesre e seesbeeseessaessaesseessesssesseeseenss 7
222 FIinancial ODJECLIVES .......ccuieriieiieieeiieeiieieete ettt ettt e sttt e e e naessaesseesseenseensesnnesnnenns 8
223 INVESTMENE POLICY ..euveeiieiieitieie ettt ettt ete et et et e et e s tesseesseeseenseeneessaeseenseensesneenseenses 8
2.3 Statement whether the company can acquire New asset Or aSSELS........evvververeereerieereeeieereenieenens 11
2.4 D S 2167101 TSSO 11
2.4.1 Risks related to real estate investments (SECtOr TISKS) ....ccverevierieeeiieiiieeiee e svee e 11
242 Company SPECITIC TISKS .....evieieieiiiie ettt st 14
243 SYSTEIM TISKS .ttt ettt ettt sb et be et st s 15

3. Information about the ISSUET .........eeiiiiiiiiiie ettt sttt ettt ee e s e b ens 18

3.1 Data about the Issuer, historic background and development .............cccooeviiiiiiiienieniiciceeeee 18
3.1.1 Name of the Issuer and information about change of the name.............cccoceeevevveveenieennnnne. 18
3.1.2 Number and lot of listing in the Commercial Register, BULSTAT code and tax number . 18
3.1.3 Date of establishment and [ife SPan ..........cccoecieiiiiieiieiieecc e 18
3.14 Country of incorporation of the Issuer, head office, address of management, telephone and
2. OO OO OO SO OSSO U T OO PSSP PO OO SORPRURURUIN 18
3.1.5 Important events in the development of the Issuer for the last 3 financial years................. 18
3.1.6 Data about all tender offers directed by third parties to the Issuer or by the Issuer to other
companies during the previous and the current financial year...........coccoooveiieiinieniiniieeeeeeeeeee, 18

32 Overview of INVEStMENtS MAAE .....cc.eiuiiuieeiiieieieee ettt et ee e ene 19

33 OVEIVIEW OF ACHIVILIES ..evieuieiieiieitertiete ettt ettt ettt ettt ettt et et e bt ebeese et et et esbesaeebeeaeeneens 19

34 Organizational STIUCHUTE .........euiiiiriiite ittt ettt et sae ettt e st et eaenbesbeebeeneens 19
34.1 ECONOIMIC GIOUD .. vieutieiieitieiiieieeie ettt et e ett e e e e ta et e e sbeesbessaesseesbeesseessesssesssenseensenssens 19
342 Data about the subsidiary companies of the ISSUCT ...........cccoecverieriieciieieeieieeee e 19

3.5 Property, production units and eqUIPMENL...........ceveuereeerierieriieteete e eeesreesreereeseeaeseesreesseennas 19

4.  Results from the Activity, Financial Status and Perspectives..........cccccoeveririnieneninieeieienccnesenene 20
4.1 L U L i (0100 I 0TI T § 74 TSRS 20
4.2 Liquidity and capital TESOUICTES. .......ccveruieriietieieeiesieeteeieetesteseee e eaeessesseesseenseenseensesnsessaenseennes 20
43 SOUICES OF fINANCINEG .....veetieieeie ettt et ettt ettt e et e et e seeeneeeaeesaeesteeneeenteeneeas 20
4.4 Description of the Issuer’s R&D aCtiVILY .....c.eeviiieiieiiie et 21
4.5 IMAAIN EEEIUAS ..ttt ettt ettt et e et e e bt e bt et e et e e e enteene e et et e en b e enteeneeeneenneenes 21

4.5.1 Bulgarian real estate Market............ccoruiieiiiiriii e e 21
452 Investment plans of “Bulgarian Real Estate Fund” Inc. for the current and next financial

D221 ¢ OO ST TO T RUPRR USRI 36
453 Forecasts for the current and next financial years.............ccecveeiiiiiiiienieriieieeieseeie e 39

5.  Information about the Expenses of the COMPANY ...........ccvevvieiiiiiiienieieeie et seee e eene s 45
5.1 Maximum allowed amount of the expenses for management of the Company............c..ccoeeveenne. 45
5.2 Sums or method for determining the remunerations of the members of the Board of Directors and
the fees to the SErVICING COMPANIES ........ecvieriieeieiieriieie ettt et et e te et e sreeseeaesseesseeseenseessesssesseesseennes 45

5.2.1 Method for determining the remunerations of the members of the Board of Directors...... 45
522 Sums and method for determining the fees to the servicing companies ............ccceccevueenenne 45

53 Data for the expenses of the Company for the period from its establishment until December 31,

2004 ettt ettt et et ettt he et e eh e ea e e a s et et e At ekt eReeaeee e et et e abe ekt ebeeheeneeneenteateebeebeeaeeneens 45

5.4 Additional investments and expenses necessary to put the assets in operation ............c.ccecceeeenee. 46

6.  Members of the Managing and Supervisory Bodies, Senior Management and Employees................... 47
6.1 Information about the members of the Board of Directors of “Bulgarian Real Estate Fund” Inc.47

6.1.1 Investment company Nadezda JSC - Chairman of the Board of Directors............c.cccceeuee. 47



"BULGARIAN REAL ESTATE FUND" INC. REGISTRATION DOCUMENT

6.1.2 Pik Ltd. — Deputy Chairman and independent member of the Board of Directors.............. 48
6.1.3 New Account Ltd. — Executive Director and independent member of the Board of Directors
............................................................................................................................................ 49
6.2 Information about the activity of the Board of Directors ...........cccccuevverieriercienienieieeieeeeseeennn 50
6.3 Remuneration paid by “Bulgarian Real Estate Fund” Inc. to the members of the Board of
Directors for the last financial YEAT..........c.ocueiiiiiiie ettt 50
6.4 Information about the employees of “Bulgarian Real Estate Fund” Inc..........cccooceiiiiinennnnnen. 50
6.5 Information for the shares of “Bulgarian Real Estate Fund” Inc. owned by the members of the
BO0ard 0F DIFECLOTS ......oouiiiiiiieiieiieieieeteee ettt ettt st ettt be bttt neaesbesaeeneeneen 51
7. Shareholders with Significant Participation. Transactions with Related (Interested) Parties ................ 52
7.1 Data about the shareholders owning over 5% of the voting shares ...........c.coccovvenerninecnenencnn 52
7.2 Data about the person/s, who exercise direct or indirect control over the Issuer..............cccuee... 52
7.3 Transactions With related PATtIES ..........ceevieriieriieierierie ettt ere et eee e e sreebeeaeseeesseesseenseensens 52
7.3.1 Information about transactions with related parties for the period from the beginning of the
last 3 financial years until the date of preparation of the Registration Document ...........c..cccceeeeeeenee. 52
7.3.2 The information announced under art. 114b of POSA by the members of the managing and
supervisory bodies, the procurator and the persons, who directly or indirectly hold at least 25% of the
votes in the General ASSembLY OF CONIOL It......ocuiiiiieiiiiiieiee e 52
7.4 Information about whether any of the experts or consultants, pointed out in this document, holds

significant number of shares of the Issuer, has significant direct or indirect economic interest in the Issuer
and/or his remuneration depends on the success of the public offering, for which this document has been

PIEPATEM ...ttt ettt ettt ettt et et e et e e tb e e bt e te e beesbeesseesaeeseeeae e beenbeeabeesbeesseete e ta e beenbeenteeraeereeereenreenes 53
8. Data about the Depository Bank ............cccociirieriiiiiiiiiciesceieete ettt ae e sreeseenseennaas 55
8.1 General INFOrmMAation .........couiiiiiriirie ettt 55
8.2 Date of incorporation, number and date of the permission (license) for banking activity............ 55
8.3 Material conditions of the contract with the special purpose investment company ..................... 55
8.4 Information about substitution of the depository bank, reasons for the substitution, number and
date 0f the FSC aPPIOVAL .......cocuiiiieiieieeeeee ettt sttt et et e e e st e e teenbeessesnaesneenneenns 56
9.  Data About the Servicing COMPANY ........c.cccueeuierieriieieeterie et et etesee st e st eteeneeeseesseesbeeseeneesneenseenes 57
9.1 Name, head office and address, number and lot of listing in the Commercial Register, BULSTAT
COAE ANA 1AX MUIMDET ...ttt ettt ettt et et et e seeess e e s bt eaeeaseeneeeaeeeseanseenteenseeneeeneesneenneennes 57
9.2 Brief information about the professional experience of the company ............cccceeeieiiiiienieenn. 57
9.3 Brief information about the professional experience of the subcontractors — real estate agencies59
9.3.1 EIta CoNSUIL JSC ...t sttt s 59
932 SIS LEA. ..ttt ettt ettt ettt be b eieene 60
9.4 Material conditions of the contract with the special purpose investment company ..................... 60
9.5 Conditions for termination of the contract with the servicing company and its substitution........ 61
9.6 Information about substitution of the servicing company, reasons for the substitution, number and
date 0f the FSC aPPIOVAL .......cocuiiiieiieeeeet ettt ettt et e s e st e teenbeessesnaesseenseennas 61
10. Data about the Appraisers of the Real Estate Properties ..........ccooceveerieiiieienienieeeeeeceeee e 62
11. Financial INfOrmation...........ooiieiiiiiie ettt ettt ettt et esee s e neeeas 63
11.1 The annual financial reports for the last 3 years, certified by registered auditor..............ccccuc...... 63
11.2 Management Report/s under Article 33, para 1 of the Accountancy AcCt.........cccoeceverieiecieieennn. 63
11.3 Auditor’s reports for each of the periods for which audited financial reports are required.......... 63
11.4 Interim financial reports for the CUITENt YEar...........ccoviiiiiiieieieeee e e 63
11.5 Information about pending court, administrative or arbitration procedures as well as decisions or
claims for termination or for opening bankruptcy proceedings for the ISSUEr.........ccceeevvvcvirienieeniieierennne. 63
11.6 Company’s dividend payout policy and information about the dividend per share for the last 3
FINANCIAL YOATS .. ..eeueieiietieiiete e et et e et ettt ettt et e st et e e teesbessaessee s eenseensesasesseesseenseanseanseansesssennsenseenseenses 63
11.7 Material changes in the financial and trade status of the Issuer, which have occurred after the date
of publishing of the annual fiNANCIal TEPOTT........c.eecvirierieieieeie e 64
12. Additional INFOrMALION.........eeiiiieiieit ettt ettt sa ettt re e ae e 65
12.1 Information about the shareholders’ equity of “Bulgarian Real Estate Fund” Inc. ...................... 65
12.2 Information on the Articles of Association of ,,Bulgarian Real Estate Fund” Inc............ccco....... 65
12.2.1 Description of the rights, preferences and restrictions characteristic for each class of shares
............................................................................................................................................ 65
12.2.2 Description of the conditions for summoning General Shareholders’ Assembly, including
the requirements for participation in the ASSEMDIY ..........ccevieriieriiiiieiiereee e 67
12.2.3 Description of each provision in the Issuer’s Articles of Association or in the Rules

regulating the work of the management body, which may lead to delay, change or prevention of the



"BULGARIAN REAL ESTATE FUND" INC. REGISTRATION DOCUMENT

substitution of the persons exercising control over the Issuer in case of merger, acquisition or

restructuring affecting the ISSUCT........cc.eiiiiieriicic ettt et sa e saesseenas 67

12.2.4 Description of the provisions in the Articles of Association referring to changes in the

capital, which are more restrictive than the requirements set forth by the law ............ccoccvevienvennnne. 68
12.3 Grounds for termination of the COMPANY.........ccecvierieriieiiieieeieeee ettt 68
12.4 Description of each material contract, other than the contracts signed with regard to the
Company’s ordinary activity, under which the ISSUET 1S @ PAItY .......cccevieriieiieiieieeeee e 69
12.5 Information about each company in which the Issuer has (directly or indirectly) long-term
PATTICIPATION .ottt eiiieeiieetteetee et e et ee st e eteesbeeesbeessseeasseessseeasseessseeassaessseaasseessseeansesassaessseeasseessseensseensennnse 69
12.6 Central daily newspaper to be used by the Issuer for publication of the invitation for summoning
the General Shareholders’ ASSEMDIY..........ccuoiiiiiiiiiii ettt s 69
12.7 Information about the place, time and way to obtain additional information on the Company.... 69

ATINIEX ..ttt ettt ettt e h e bbbttt et e at e e bbbt et e bt eh bt e he e bt e bt et en bt satesbe e bt eaeenee 72

ANNUAL FINANCIAL REPORT OF THE COMPANY AS OF 31.12.2004......c.cccocoiiiiiiiiiiiiiiiiiiciciciccice 72

The Prospectus for Public Offering of Shares of “Bulgarian Real Estate Fund” Inc. consists
of three documents: Summary of Prospectus; Registration Document and Document for the
Offered Securities.

Investors can obtain the Registration Document, the Summary of Prospectus and the
Document for the Offered Securities of "Bulgarian Real Estate Fund" Inc. every business
day from 10:00 to 16:00 hrs. at:

= the Issuer’s office:

Address: Sofia, 28 Shipka St.
Contact person: Nikolay Skarlatov

Telephone: (+3592) 944 66 73
Fax: (+3592) 846 51 75

= the office of the Investment Intermediary “First Financial Brokerage House” Ltd.:

Address: Sofia, 4 Luben Karavelov St.
Contact person: Nadejda Dafinkicheva
Telephone: (+3592) 987 72 96

Fax: (+359 2) 986 34 05

E-mail: nadia@ffbh.bg

During the period of the initial public offering, the afore-mentioned documents may be
obtained from the bank participating in the initial public offering.

The above-mentioned documents could be obtained also from the “Bulgarian Stock
Exchange — Sofia” JSC after the Company’s shares are listed for trading.
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1. DATA ABOUT THE MEMBERS OF THE MANAGEMENT AND SUPERVISORY BODIES,
CONSULTANTS AND AUDITORS OF THE ISSUER. RESPONSIBILITY FOR PREPARATION
OF THE REGISTRATION DOCUMENT

1.1 Data about the members of the Board of Directors

In accordance with the Special Purpose Investment Companies Act, "Bulgarian Real Estate
Fund" Inc. has one-tier form of management. The company is managed by a Board of
Directors, comprising of:

1. Investment company “Nadezda” JSC, listed in the Trade Register of the Sofia City
Court under company file Ne 13472/1996, represented by Borislav Kirilov Niklev —
Chairman of the Board of Directors

2. “Pik” Ltd, listed in the Trade Register of the Sofia City Court under company file Ne
21830/1995, represented by Alexander Kirilov Georgiev — Deputy Chairman of the
Board of Directors

3. “New Account” Ltd, listed in the Trade Register of the Sofia City Court under
company file Ne 11794/2003, represented by Nikolay Hristov Skarlatov — Executive
Director

"Bulgarian Real Estate Fund" Inc. is represented by the Executive Director.

As of the date of the preparation of this Registration Document, the Board of Directors of
the Company has not authorized any procurator or any other trade proxy.

1.2 Data about the main banks, investment intermediaries and legal advisors, as
well as for the legal advisors on this issue

Depository Bank of the Company:
Name: "DSK Bank" EAD

Head office and address: Republic of Bulgaria, Sofia, Oborishte
Region, 19 Moskovska St.

Investment Intermediary to service the securities issues of the Company:
Name: “First Financial Brokerage House” Ltd

Head office and address: Republic of Bulgaria, Sofia, Sredets Region, 4
Lyuben Karavelov St.

Legal Advisors of the Company:

Name: “Dimitrov, Chompalov and Todorova” Ltd

Head office and address: Republic of Bulgaria, Sofia, Triaditsa Region,
74A Buzludja St.

Legal Advisors of the Company on this issue:

Name: “Dimitrov, Chompalov and Todorova” Ltd

Head office and address: Republic of Bulgaria, Sofia, Triaditsa Region,
74A Buzludja St.
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1.3 Data about the auditors of the Issuer

The 2004 Annual Financial Report of "Bulgarian Real Estate Fund" Inc. has been audited
by Roumyana Todorova Gicheva, Certified Public Accountant 0397.

1.4 Persons responsible for the preparation of the Registration Document
Responsible for the preparation of this Registration Document are:

Nikolay Hristov Skarlatov — for the financial part

Nadejda Mihailova Dafinkicheva — for the financial part

Katya Atanasova Todorova — for the legal part

With their signatures on the last page of this Document the above-mentioned persons
declare that when preparing this Registration Document they have taken the required care
to ensure its compliance with the requirements of the legislation and, to their knowledge,
the information contained in this Document is not untrue, misleading or incomplete.

1.5 Declaration by the offerer of the securities

With his signature on the last page of this document the Manager of the Investment
Intermediary “First Financial Brokerage House” Ltd. declares that “First Financial
Brokerage House” Ltd. is jointly liable with the above-mentioned persons for any damages
caused by untrue, misleading or incomplete data in this Registration Document.



"BULGARIAN REAL ESTATE FUND" INC. REGISTRATION DOCUMENT

2. BASIC INFORMATION

2.1 Summarised financial information

"Bulgarian Real Estate Fund" Inc. is a newly established company, which has not acquired
assets for securitization and has not realized any revenue from its activity by the date of
preparation of this Registration Document.

The selected financial data of the Company presented below is based on its audited
Financial Report as of December 31, 2004, attached to the Registration Document.

December 31, 2004
(BGN)
Operating revenue 0
Operating profit/loss (321)
Net profit/loss (335)
EPS (0.00067)
Assets 500,201
Net assets 499,665
Shareholders’ equity 500,000
Number of shares 500,000
Dividend per share 0

2.1.1 Information on acquired real estate

As of the date of preparation of the Registration Document, the active operations of
"Bulgarian Real Estate Fund" Inc. have not started yet and the Company has not acquired
any real estate.

2.2 Description of the investment objectives of the Company

2.2.1 Investment objectives

In accordance with the Articles of Association of "Bulgarian Real Estate Fund" Inc., the
main objective of the investment activities of the Company is to increase the market price
of the Company’s shares and the dividends paid to its shareholders, while maintaining and
increasing the value of the shareholders’ equity. The detailed investment objectives of
"Bulgarian Real Estate Fund" Inc. are as follows:

* to provide shareholders with stable and growing current income through the
payment of cash dividends from investments primarily in high quality, income-
generating retail, industrial, residential and office properties;

* to maximize unit value through on-going active management of the Company’s
assets and the acquisition/disposal of additional properties or interests therein;

= to achieve effective risk distribution through structuring a diversified portfolio of
properties with various purpose and location;



"BULGARIAN REAL ESTATE FUND" INC. REGISTRATION DOCUMENT

* to provide liquidity to the Company’s shareholders by listing the Company’s
shares on the Bulgarian Stock Exchange.

The strategy for achieving the investment objectives shall be focused on:

= Implementation of high-yield projects for construction and putting into operation of
new buildings;

= Realisation of current income from operation of the real estates in the form of
rentals and other current payments;

= Appreciation of the real estate investments owned by the Company.

The Company shall invest in the purchase of real estates (plots and buildings), as well as in
the construction and putting into operation of new buildings on the territory of the Republic of
Bulgaria. In order to reduce the non-system risk for the shareholders, "Bulgarian Real
Estate Fund" Inc. intends to create a dynamic and well diversified portfolio of assets, with
funds raised to be invested in various types of real estate, located in different regions of the
Republic of Bulgaria. "Bulgarian Real Estate Fund" Inc. shall invest temporarily its free
funds in certain liquid law-permitted securities.

According to the Articles of Association of the Company, "Bulgarian Real Estate Fund"
Inc. has been established for a term of 7 years, effective from the moment of its listing in
the Trade Register, and this is the period set for implementation of the Company’s
investment strategy.

2.2.2 Financial objectives

The stable increase of the Company’s revenue, resulting from the active management of
the real estate portfolio, is a key financial objective of "Bulgarian Real Estate Fund" Inc. In
order to finance its investment strategy and with a view to creating a well diversified real
estate portfolio, the Company plans to increase its capital in several stages by issuing new
shares until the maximum shareholders’ equity of BGN 50 million (approximately EUR 25
million) is reached. As an additional source of funding, the Company intends to use
external financing in the form of bond issues and bank loans.

The leverage ratio (Debt/Equity) of the Company will not exceed 2:1.

2.2.3 Investment policy

Primary Investment Focus

"Bulgarian Real Estate Fund" Inc. intends to invest primarily in high quality, income-
generating properties of various purpose: retail, industrial, residential and office buildings,
as well as in plots for future construction. The Company will invest in properties at all
stages of development, from those under construction to those with established operating
history.

Other Possible Investments

Although most of the Company’s property acquisitions will be of the type described above,
"Bulgarian Real Estate Fund" Inc. may make other investments, which are permitted by the
Special Purpose Investment Companies Act. According to the Articles of Association of
"Bulgarian Real Estate Fund" Inc., the Company can acquire property rights to all types of
real estate, located on the territory of the Republic of Bulgaria, including plots for
construction, potential construction sites, finished or newly-built residential or industrial
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buildings, and parts thereof, as well as agricultural land and limited property rights
associated to the latter, with the only condition that the properties are not the subject of a
legal dispute. The Articles of Association of the Company do not envisage any limitations
on the number or size of properties it may acquire or on the percentage of net proceeds that
it may invest in a single property.

In addition the Company will allocate temporarily its free funds in:

= Securities, issued or guaranteed by the government and/or bank deposits - without
limitations;

= Mortgage bonds, issued by the order and the requirements of the Mortgage Bond
Act —up to 10 % of the Company’s assets,

The Articles of Association of "Bulgarian Real Estate Fund" Inc. allow the Company to
invest up to 10% of its capital in a servicing company.

Investment Decisions

In pursuing its investment objectives and making investment decisions, the Board of
Directors, led by the strong expertise of its servicing company, will consider a real estate
property as relevant only after all major factors have been evaluated, including:
creditworthiness of major tenants, location of the property, suitability for any development
contemplated, income-producing capacity, prospects for long-range appreciation, liquidity
and tax considerations. In any case, to the extent feasible, the Company will strive to invest
in a diversified portfolio of properties based on geography, type and purpose of the real
estate and industry group of tenants.

Investment Restrictions

Even though "Bulgarian Real Estate Fund" Inc. is within its discretion to invest in all type
of real estate properties, it meets some limitations on its investments, which are set by the
Special Purpose Investment Companies Act. In this reference the Company shall not:

= acquire property rights or other /limited/ property rights on real estates which are
not located on the territory of the Republic of Bulgaria;

= acquire real estates properties that are subject of a legal dispute;

» participate on the capital market by investing in assets different from securities,
issued or guaranteed by the Bulgarian government and up to 10% of its assets in
mortgage bonds, issued by the order and the requirements of the Mortgage Bond
Act;

= acquire shares in other companies with the exception of shares in a servicing
company where it can invest up to 10% of its capital.

Target Market Segments and Requirements to the Assets for Securitization
The Company will target several major market sectors:

= Residential properties. These will include high-quality properties constructed for
living purposes or holiday utilization. The Company will invest in newly-build or
finished properties, situated in Bulgaria’s four largest cities or in non-urban holiday
areas. This type of real estate shall account for up to 50% of the total acquired real
estate.
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— Properties for living purposes — The focus will be on real estate
located in the downtown or in prestigious residential zones with high
comfort of inhabitation, good infrastructure, communications and
high-level public services. Main locations will be the cities of Sofia,
Plovdiv, Varna and Bourgas. Preferred types of buildings will be
downtown blocks of expensive apartments and/or managed
properties like compounds consisting of apartment buildings or
family houses, situated in residential areas.

— Properties for holiday utilization — The Company will invest in
holiday villages offering all kind of leaguer utilities, situated near
the Black Sea Coast or in mountain areas with attractive scenery.
These will be compounds consisting of family, semi-detached and
terraced houses.

Retail properties. This category of properties includes all kind of stores for sale of
consumer goods, shopping and entertainment centres, supermarkets and
hypermarkets. Currently, as there is still limited supply of modern premises, the
Company’s priority will be the developments for rent and/or leaseback transactions.
The properties must be located in big cities with critical minimum of inhabitants, in
the downtown or close to the centre of well-developed districts with good
pedestrian access, as well as along the main boulevards ensuring easy car access
and good communications. This type of real estate shall account for up to 70% of
the total acquired real estate.

Industrial Facilities. These are properties used in the process of production and
storage of materials and finished products for their future wholesale and/or
transportation. The facilities must have good infrastructure and favourable
conditions for the development of the respective type of business activity. These
investments will be used preliminary for rent and leaseback transactions. For its
industrial properties the Company will look for international tenants willing to enter
the Bulgarian market or others who already operate on the territory of the country,
but who are in need of modern high-quality industrial premises. The properties
must be located in the industrial zones of big cities like Sofia, Plovdiv and Varna.
The Company will particularly focus on logistic centres and warehouses located
along the major road arteries in close proximity to important transportation centres.
These facilities will supply all modern conveniences and opportunity to rent
appropriate office space. This type of real estate shall account for up to 50% of the
total acquired real estate.

Office Premises. The Company will acquire high-class office buildings (Class A
and B), well developed and with quality tenants with long-term contracts. Initially,
because of the great supply of newly build office premises on the market in Sofia,
the Company will not invest in developments, but only in existing buildings that
have reliable construction and low level of depreciation, providing long live and
use of the property. The preferable locations of the properties will be the main
entrance roads and boulevards of Sofia, as well as the downtown area, with good
infrastructure, car access, sufficient parking lots, pedestrian area and modern
appearance. This type of real estate shall account for up to 70% of the total
acquired real estate.
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= QOther real estate properties.

— Plots for future construction — Such land plots will be bought solely
with the purpose of future construction works according to the
Company’s strategy and investment objectives. Preferred will be
land plots in regulation, or at least land plots in close proximity to
land in regulation. The property also must be in use of particular
construction plan. This type of real estate shall account for up to
90% of the total acquired real estate.

— Agricultural land — the Company intends to acquire agricultural land
with the purpose of subsequent consolidation and re-sale at a higher
price, renting for cultivation or modification of its purpose. This
type of real estate shall account for up to 90% of the total acquired
real estate.

2.3 Statement whether the company can acquire new asset or assets

In accordance with the Articles of Association of the "Bulgarian Real Estate Fund" Inc.,
the Company can acquire for the purpose of securitisation new real estate, abiding by the
legal requirements. The Articles of Association of the Company do not envisage any
conditions, prerequisites or limitations for acquiring new real estate outside the legally
regulated ones. Upon acquiring new assets, the Company shall be guided by the priorities
of its investment policy and the extent to which a particular asset conforms to the
requirements relating to assets from the particular target market segment, according to the
previous item above.

2.4 Risk factors

Investment in the shares of the Company involves certain risks relating to the Company,
investments in real estate and investments in securities in general. "Bulgarian Real Estate
Fund" Inc. warns all potential investors that there can be no assurance that the Company’s
investment objectives will be achieved and the shareholders must be prepared to bear
capital losses, which might result from their investments in the Company.

Various groups of risks can simultaneously influence the activities of "Bulgarian Real
Estate Fund" Inc., some of which could be reduced, while others are beyond the control of
the Company. The mechanisms envisaged by "Bulgarian Real Estate Fund" Inc. for
limiting and reducing the risks are also described in the items below.

2.4.1 Risks related to real estate investments (sector risks)

The income, the profit and the value of the assets owned by the Company might be
unfavourably affected by various factors, specific for the investments in real estate: the real
estate market situation; the ability of the Company to provide effective management,
maintenance and insurance of its real estate; the financial stability of the tenants of the
Company’s properties, etc. In case the Company investments do not generate sufficient
income to cover its expenses, including the servicing of possible loans, the Company will
have to increase its debts or to dispose of part of its assets. This fact would have a negative
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impact upon the Company’s profit and therefore upon the dividends paid out to its
stockholders, as well as upon the market price of the Company shares.

2.4.1.1 Unfavourable changes in market prices

The main part of the assets of the Company will be real estate. Therefore the dynamics of
the real estate market prices including the rental and construction prices and other related
services (insurance, maintenance, etc.) would have a crucial impact on the Company’s
profits and the Company’s value.

Reduction in the real estate market prices.

The Company is expected to realize part of its profits through re-sale of the acquired real
estate. Therefore the market prices of real estate would have a considerable impact on the
profitability of the Company. It is possible that a reduction in real estate prices might
reduce the capital gain of the Company and negatively affect the cash dividend paid out to
the investors and the Company’s shares price. The analysis we carried out on the real estate
market and its prospects gives us grounds to anticipate stable up-trend in real estate prices
in the medium-term, while the risk of significant decline in the prices over the long-term is
comparatively low.

Reduction in rental rates.

The profits of the Company from rental of real estate depend on the rental rates in the
respective real estate market sub-sectors. Therefore, a reduction in rental rates would
negatively impact the profits of the Company and a rise in the rental rates would boost
profits. This would affect negatively, respectively positively, the cash dividend paid by the
Company, all other things being equal. The Company will aim at reducing the risk of
potential rental rates reduction by entering into long-term lease agreements, as well as
through investment diversification in various market sub-sectors.

Increase in construction prices.

As far as considerable part of the Company’s assets are to be invested in the construction
of new buildings, an increase in the prices of design, construction and installation works
and construction materials will negatively affect the Company’s profitability. The
Company will try to reduce these expenses by holding procurement tenders for designers
and project main contractors, as well as by consolidating a number of smaller orders to
obtain one larger order or by entering into long-term frame agreements, turn-key
construction contracts at pre-determined fixed prices, with the purpose of negotiating the
most attractive prices while at the same time observing certain quality assurance criteria.

Increase in insurance premiums.

The Company will insure the properties it owns. A rise in real estate insurance premiums
would cet. par. negatively affect the Company’s financial results. Because of the relatively
small share of these expenses, the insurance premium level would have a minimal affect on
the Company’s aggregate profitability. To reduce the insurance premium expenses the
Company will seek for optimal offers regarding insurance coverage and insurance
premiums, including by holding tenders among the insurance companies and using the
assistance of insurance brokers and agents.

2.4.1.2 Delay in real estate acquisition

The Company will invest the capital raised (and subsequently the funds from the sale of
the acquired property) in real estate. It is possible to have a significant lag between
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obtaining the funds and their investment in real estate due to the lack of supply of attractive
real estate or properties that meet the Company’s requirements during a certain time
period, as well as due to legal and factual complications related to property transfer.
During such periods the available funds will be invested in bank deposits and law-
permitted securities. Most probably the income from these investments will be lower
compared with investments in real estate, which will reduce the total return on
investments. In order to control this risk, the Company shall plan its cash flows looking for
flexibility in its financial leverage, in order to avoid keeping larger than the required cash
positions for long periods of time.

2.4.1.3 llliquid investments

Real estate investments are characterized by difficulty and sometimes even impossibility to
sell the property without delay and with minimum transaction costs at the current market
price. Because of that the Company shall have limited ability to make quick changes in its
real estate portfolio, in response to changes in economic or other conditions. There is no
guarantee that the Company will succeed in the timely selling of real estate or that its sale
price will exceed its acquisition price. Considering the liquidity risk, the investment
strategy of the Company envisages purchase/construction of real estates with attractive
location, which should guarantee their subsequent re-sale within relatively short period of
time. Upon implementing short-term projects for construction of new buildings for the
purpose of their subsequent sale, the Company plans to realize income during the very
construction process (the so-called “off-plan” sale), which would allow quick release of the
invested financial resources and their utilization in other investments. In order to meet
short-term cash requirements, part of the Company assets will be invested in liquid
instruments (cash, current bank accounts, bank deposits with term of up to three months
and securities with term to maturity of up to 90 days). Stand-by credit agreements are to be
signed with one or more commercial banks and the funds committed would also be made
available to the Company when needed.

2.4.1.4 Company’s dependence on real estate tenants

The Company will be dependent on the tenants of its properties for a part of its income.
Hence, the Company will depend on the financial stability of its tenants and their ability to
pay regularly their monthly rents. The default of any of the tenants would have a double
negative effect on the financial result of the Company — it will result in decrease in the
income from operational activities and at the same time will cause decline in the total
occupancy rate of the properties, thus reducing Company profitability. In order to avoid
excessive dependence on the financial stability of its tenants, the Company intends to hold
a diversified real estate portfolio and operate with a large number of tenants, so that the
general financial condition of the Company would not be affected by the default of any of
the tenants. Prior to concluding a contract with larger tenants, analysis of their financial
condition and prospects will be carried out, which should periodically be updated.

2.4.1.5 Vacant real estate and need for reconstruction

The real estate acquired might remain without tenants or only partly rented for a certain
period of time, thus leading to no or reduced revenues for the Company. Part of the
property might be reorganised in a way to meet the requirements of specific tenants, which
could impede its subsequent rent to new tenants and/or might require additional
reconstruction. To minimise these risks, priority for the Company will be to invest in real
estate with expected high occupancy rate as well as in real estate, which does not require
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significant reconstruction in case of subsequent renting or sale. The Company shall
regularly monitor the condition of the properties and the duration of signed contracts, thus
ensuring preliminary planning of reconstruction and improvements costs.

2.4.1.6 Risks related to real estate construction/repair

The Company investment strategy envisages that a considerable part of the raised equity
and external financing is invested in real estate construction/repair. Therefore, the
Company runs a risk related to the ability of the hired construction companies to complete
the projects on time and within the set budget, and also in compliance with the
architectural plans, construction blueprints and regulations. Whether the delay in the
execution is due to the contractor’s fault or not, this could lead to abrogation of preliminary
contracts for sale or rent and/or payment of damages. The occurrence of the above-
mentioned events could have significant negative effect on the profitability of the
Company and the market price of its shares. In order to minimize this risk the Company
will thoroughly investigate the construction companies considered as potential contractors
and will conclude contracts only with companies that are able to perform the assignment
properly, on time and on budget. In addition, the Company shall constantly monitor the
ongoing construction and completion works.

2.4.1.7 Competition for the limited investment projects

The development of Bulgarian real estate market is possible to lead to an increased
competition between potential buyers of real estate. This would temporarily disturb the
balance between demand and supply and exercise upward pressure on the prices of existing
real estate. The disturbed balance would not last long, since the market economy principles
would cause increase in supply in the mid-term (under the specific limitations in the real
estate market) in order to respond to the increased demand. The effect for the Company
would be dual — on the one hand, the expected profit from newly purchased properties will
fall, while on the other — the price of the real estate possessed by the Company will rise
leading to higher value of its investment portfolio and its profit.

2.4.1.8 Losses not covered by insurance

In compliance with the requirements of the law, the Company will insure all its real estates
according to the usual good practice in the country. Still there are risks for which no
insurance coverage is offered, or at least not at reasonable financial terms (e.g. insurance
against terrorist acts). If there are any damages from an insurance event beyond the
insurance amount, the Company would suffer a loss up to the extent of the capital invested
in the respective property and the Company would continue to have an obligation to
service any loans, obtained for the acquisition and putting into operation of the property.

2.4.2 Company specific risks

2.4.2.1 Lack of operating history

The Company is a newly established entity with no operating history (including in real
estate acquisition) upon which potential investors may evaluate its performance. It is
possible that the acquired properties have some hidden shortcomings, might not be
managed effectively or the value of the properties or the income they generate might not
meet expectations for various reasons. The main objective of the Board of Directors is to
elaborate and accept effective internal rules and clear work procedures that are to
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contribute to the successful fulfilment of the main activity of the Company and the
achievement of the projected financial results and are to ensure investors that their interests
will be protected to the utmost degree. A key role in the fulfilment of the investment
objectives of the Company and in making investment decisions will be assigned to the
servicing company, responsible for a number of activities set out in the Special Purpose
Investment Companies Act.

2.4.2.2 Resignation of key employees

The Company may experience serious problems if a qualified specialist of key importance
resigns. In such case the risk for the Company is not to find an employee with the proper
qualifications within a reasonable period of time and at a reasonable cost. Because of its
specific activity, the Company has limited staff, while most of the operational activity is
being outsourced to external contractors, thus minimizing this risk.

2.4.3 System risks

The general (system) risks are risks affecting all economic entities in the country and are a
result of Company-external factors, which cannot be influenced by it. The main
mechanism to limit the influence of these risks is the collection and analysis of the current
data and forecasting the future development on the basis of specific and aggregate indices.

2.4.3.1 Regulatory risk

Keeping the current tax regime for the activities of "Bulgarian Real Estate Fund" Inc., in
particular the exemption of the Company profit from corporate income tax (tax
transparency), is of key importance for the financial result of the Company and the income
of its shareholders. There is no guarantee whether or for how long the Company and its
shareholders will benefit from favourable tax treatment. In addition, both the activity of the
Company and the real estate itself are subject to a detailed and multi-aspect legal
regulation. There is no guarantee that the legislation related to the activity of the Company
will not be changed in an unfavourable direction, involving considerable unforeseen
expenses, which would negatively affect the Company’s profit. However, it should be
noted that the trend for harmonization of Bulgarian legislation with the European
regulatory framework in the part concerning special purpose investment companies,
supports the opinion that the favourable regulatory model applicable to these companies
will be preserved also in the future.

2.4.3.2 Financing real estate investments

The success of the Company depends to a great extent on the ability to acquire real estate
at attractive terms, including on the opportunity to obtain timely and cheap bank or bond
financing. At present, there is a significant supply of loans in the bank system. In addition,
the Company will be planning its investments and the required financing in due time,
which however would not guarantee that an attractive investment might not be missed
because of insufficient financing. On the other hand, possible increase in market interest
rates would lead to higher costs for servicing acquired loans and respectively to decrease in
the profit of the Company. The Company may enter into deals to hedge this risk but there
is no guarantee that it would be possible at acceptable terms.
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2.4.3.3 Risk of slowdown in economic growth

Slowdown in the economic growth could lead to lower purchasing power of the economic
agents, lower consumption and investment levels, which would inevitably affect real estate
demand in the country and hence the profit of the Company. We believe that the efforts
made by the government to restructure the economy in the country, to increase its
competitive power, as well as to attract new investments provide preconditions for an
accelerated economic growth in the midterm.

2.4.3.4 Credit risk

The credit rating of the country and the position of Bulgaria on the international debt
markets improved after the successful Eurobond issue and the successful Bulgarian Brady
Exchange deal. The leading rating agencies upgraded the credit rating of the country
several times. Standard&Poors and Fitch raised the country sovereign rating to investment
grade, while Moody’s upgraded the long-term foreign currency credit rating of the country
to Bal. The most important effect from the improvement in the credit rating is the
reduction of the risk premium on loans, which results in more favourable interest rate
levels (cet. par.). Therefore the potential upgrade in the credit rating of the country would
positively affect the activities of the Company and in particular its financing terms. On the
other hand, a downgrade of Bulgaria credit rating would negatively affect the cost of the
financing of the Company unless its loan agreements are on fixed interest rates. Bulgaria’s
membership to the EU in 2007 is expected to lead to an additional upgrade in the credit
rating of the country and therefore we believe that there is no considerable macro-
economic credit risk for the Company.

2.4.3.5 Currency risk

Until recently real estate prices in Bulgaria were quoted in USD and investors ran the risk
of exchange rate fluctuations of the Bulgarian lev to the US dollar. Since the beginning of
2003, however, the market gradually switched to prices quoted in Euro. This change
eliminated one significant risk for the Company as the Bulgarian lev is pegged to the Euro
at the rate of EUR 1 = BGN 1.95583. The fixed lev — euro rate entails the risk for the
Bulgarian currency resulting from unfavourable fluctuations of the exchange rate of the
Euro versus other main currencies (USD, JPY, CHF) on the international financial markets
but we consider that such an unfavourable development would not be of significant
importance for the activity of the Company.

2.4.3.6 Inflation risk

The inflation risk is related to decline of the real purchasing power of the economic agents
and possible decrease in the value of the assets denominated in local currency. The
Currency Board System controls the money supply but external factors (for example,
increase in the oil prices) could push up price levels. Bulgaria’s integration into the EU and
the steady performance of the economy are expected to urge the price levels towards those
in the other EU countries, i.e. the inflation in the country is expected to be higher than the
average inflation rate in the EU countries. At present, the currency board mechanism in
general guarantees that the inflation in the country will be under control and will not
negatively affect the economy of the country, and particularly the activity of the Company.
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2.4.3.7 Political risk

Political risk is associated with a possible rise of internal political disturbance and
unfavourable change in the economic legislation. This risk refers to a possible change in a
country’s government policy with unfavourable effect on the economic and investment
climate for the companies and possible losses to investors.

Bulgaria is comparatively politically stable, as long as there is a general consensus in the
society and among the main political parties on the main directions of the economic policy
and the long-term orientation of the country. Therefore, the political risk is evaluated as
low and no important changes are anticipated in the government policy. There is a certain
risk due to the lack of a stable majority, and this situation will probably continue also after
the next parliamentary elections, resulting in slowdown and insufficient depth and
sustainability of reforms. This would affect the growth rate of the economy as a whole.

2.4.3.8 Other system risks

The Company activities can also be affected by the global and regional economic and
political situation. A slowdown in the global or regional economic development, military
operations, civil uprising, natural calamities and disasters or other force majeure could
considerably impede the Company in the realization of the set objectives.

The difficulty associated with forecasting such events and the impossibility to fully insure
against them requires the implementation of a precise approach for analysis of the
available information, insurance of the real estate portfolio and development of an action
plan in case of critical situation.
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3. INFORMATION ABOUT THE ISSUER

3.1 Data about the Issuer, historic background and development

3.1.1 Name of the Issuer and information about change of the name

The name of the Company is "Bulgarian Real Estate Fund" Inc. The name has not been
changed since the incorporation of the Company.

3.1.2 Number and lot of listing in the Commercial Register, BULSTAT code and tax
number

"Bulgarian Real Estate Fund" Inc. was listed in the Commercial Register by
Decision Ne 1/11.12.2004 of Sofia City Court, on company file Ne 13504/2004,
lot Ne 89313, volume 1137, register 1, page 17.

BULSTAT code: 131350366
Tax number: 4220031247

3.1.3 Date of establishment and life span

"Bulgarian Real Estate Fund" Inc. was incorporated at the Constituent Assembly held on
4™ Oct 2004, and was registered by Decision Ne 1/11.12.2004 of Sofia City Court, on
company file 13504/2004.

The Company was incorporated for a period of 7 years, effective from the date of its
registration in the Commercial Register.

3.1.4 Country of incorporation of the Issuer, head office, address of management,
telephone and fax

Country of incorporation of the Issuer: Republic of Bulgaria
Head office and address of management: Sofia, Sredetz district,
28 Shipka St
Telephone: (1359 2) 944 66 73
Fax: (+3592) 846 51 75

3.1.5 Important events in the development of the Issuer for the last 3 financial years

From the date of its incorporation until the present moment, "Bulgarian Real Estate Fund"
Inc. has not been restructured and has not been subject to consolidation. "Bulgarian Real
Estate Fund" Inc. does not have any subsidiaries. Until this moment the Company has not
implemented transfer or pledge of the enterprise; it has not acquired or disposed of assets
of significant value outside the usual progress of its activity. No changes have been made
in the object of activity of the Company. There are no registered claims for opening
bankruptcy proceedings for "Bulgarian Real Estate Fund" Inc.

3.1.6 Data about all tender offers directed by third parties to the Issuer or by the
Issuer to other companies during the previous and the current financial year

No tender offers have been made from third parties to the Issuer or from the Issuer to other
companies, from its incorporation until the present moment.
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3.2 Overview of investments made

From its incorporation until the present moment, "Bulgarian Real Estate Fund" Inc. has not
invested in acquiring assets for securitisation and has not made any other investments,
including for acquisition of shares in other companies.

3.3 Overview of activities

The object of activity of "Bulgarian Real Estate Fund" Inc. is: investing the pecuniary
resources, raised through issuance of securities, in real estates (securitisation of real estate)
by means of purchase of titles and other real rights on properties, carrying out construction
and improvements for the purpose of ceding the acquired real estates for management,
renting, leasing and/or their sale.

As of the date of preparation of this Registration Document, "Bulgarian Real Estate Fund"
Inc. has still not commenced its active operations.

3.4 Organizational structure
3.4.1 Economic group
"Bulgarian Real Estate Fund" Inc. is not part of any economic group.

3.4.2 Data about the subsidiary companies of the Issuer

"Bulgarian Real Estate Fund" Inc. does not have any subsidiaries.

3.5 Property, production units and equipment

As at the date of preparation of this Registration Document, "Bulgarian Real Estate Fund"
Inc. does not possess any fixed tangible assets.
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4. RESULTS FROM THE ACTIVITY, FINANCIAL STATUS AND PERSPECTIVES

4.1 Results from the activity

"Bulgarian Real Estate Fund" Inc. is a newly-established company that has not yet
performed any activity to report about. The Company will start its activity after it obtains a
license for a special investment purpose company from the Financial Supervision
Commission.

Similarly to all economic entities in the country, the activity of "Bulgarian Real Estate
Fund" Inc. would be influenced by the general political and macroeconomic framework
and any changes in the commercial or financial legislation. The potential effect of these
factors on the activity of the Company is reviewed in more details in item 2.4. “Risk
factors”.

4.2 Liquidity and capital resources

According to the Audited Financial Report of the Company (enclosed herewith), as of 31
December 2004 “Bulgarian Real Estate Fund” Inc. had BGN 500,000 in cash, which is the
amount contributed to the Company’s capital by the founding parties (according to the
balance sheet as of that date, the sum amounts to BGN 500 001, where the difference is
due to BGN 0.57 deposited in excess by one of the founders upon payment of the par value
of the shares subscribed by him).

As of the date of preparation of this Registration Document, "Bulgarian Real Estate Fund"
Inc. has not used any short-term or long-term loans and has not assumed any obligation to
make capital expenses.

4.3 Sources of financing

Generally, all cash needs for items other than property acquisition will be met from
operation, and cash needed for property investments will be funded by issuing Company
shares and by acquiring external debt. The external financing will be:

=  Bond issues and/or
=  Bank loans.

Which type of financing will be preferred in order to minimize the cost of funds will
depend on the market conditions and availability of resources. By operating on a leverage
basis, the Company will have more funds available for property acquisition and
development, which will allow for a more diversified portfolio and will maximize the
shareholders’ return. The target leverage ratio (Debt/Equity) of the Company will not
exceed 2:1.

"Bulgarian Real Estate Fund" Inc. will refinance properties during the term of a loan only
under limited circumstances, such as decline in interest rates which provides for a
beneficial prepay of an existing mortgage or the emergence of an attractive investment
which can be purchased with the proceeds from the refinancing.
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4.4 Description of the Issuer’s R&D activity

To date "Bulgarian Real Estate Fund" Inc. has not implemented any R&D activity.

4.5 Main trends

4.5.1 Bulgarian real estate market

The condition and trends in the Bulgarian real estate market as a whole, and in its separate
segments, are one of the main parameters that will determine the financial results of the
"Bulgarian Real Estate Fund" Inc. This section presents the drivers of this market, forecast
for its development, as well as a comparison with real estate markets in other Central and
Eastern European countries, with the main purpose of the Company being to provide
shareholders with exhaustive information about the real estate market that should enable
them to make a well-grounded investment decisions. Despite the desire of the Company to
consider all aspects of investment in real estate, investors should be aware that the opinions
expressed herein may differ from the actual future market developments.

Overview of the market

Over the last 14 years (1990 to 2004) the real estate market in Bulgaria underwent rapid
development and showed consistent improvement in the quality of the premises provided
in the residential, office, industrial, and retail sectors. However, experts still define the
market as a developing one.

In terms of volume, the number of completed real estate transactions in 2004 was 31.2%
higher than in 2003.

In terms of price level, the Real Estate Market Index (REMI), a market performance
indicator measuring prices of premises, was introduced by the National Real Property
Association of Bulgaria in September 2002 with basis of 100 points. Up to now REMI has
shown a steady increase, reaching its highest level in October 2004 at 143.30 points, or a
growth rate of 43.30% over the last two years, as shown on the chart below:

Real Estate Market Index (REMI)

Oct 2002 - Oct 2004 (by quarters)
155 ~
145
135 -
125 ~
115
105 -
95 T \ ‘ ‘
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During this period REMI demonstrated certain cyclic fluctuations in the upward trend of
the real estate market, which fluctuations are anticipated to persist over the coming years.
The rate of increase of market prices soared in the summer of 2003 and 2004, but then
returned to its previous rate of growth. This summer boom during the last two years was
mainly due to the rise in demand for residential premises, especially for apartments in
Sofia, and real estate properties in the region of the Black Sea Coast. The main reasons for
the increased demand for residential and holiday real estate is the inflow of foreign visitors
and the relatively lower prices compared to the levels in Western European countries.

The average growth of real estate prices in Bulgaria for the market as a whole reached 12%
in 2003 and 22.7% in 2004. It is anticipated that the average annual growth trend will be 8-
10% until the beginning of 2007, when Bulgaria’s accession to the European Union is
scheduled. The main factors underlying this anticipated steady growth are as follows:

= Growth potential for mortgage lending by the local banking sector — currently,
mortgage loans account for just over 6% of the total credit supply in Bulgaria, while
this rate surpasses 15% in the developed credit markets.

= Inflow of foreign direct and indirect investment in the real estate sector, bolstered by
the expected EU membership, the effective Bulgarian membership in NATO, the
expanding tourist industry and the stable economic growth rate.

= Stable macroeconomic indicators — annual GDP growth of 4.5% to 5.0% over the
recent years; unemployment rate down to less than 12% in 2004, from over 16% in
2002; inflation kept at levels of around 2-5%; the upgrade of the country’s credit rating
to investment grade level (currently at BBB-).

= The existence of alternative real estate purchase financing options — the REIT
legislation.

= Attractive returns on investment in the real estate sector — annual rate of 15 to 35% on
average.

Office premises

Market overview

Development of the office space market in Bulgaria is primarily determined by the
dynamics of the market in Sofia, due to the higher concentration of businesses in the
capital city. The office space market in Sofia witnessed extremely rapid development in
2003, when the market recorded an increase of 37% compared to 2002. For the first three
quarters of 2004, the increase in price was 22% compared to 2003. Currently total office
space for rent offered on the market is 600,000 sq. m.

As far as the office market is concerned, the most notable event in 2004 was the
stabilization of Class A office space rents. Average rentals held between EUR 10 and 12
per sq. m per month.

However, the supply of office space notably surpasses demand for two reasons. Firstly,
still only a limited number of businesses can afford to rent high quality offices. On the
other hand, there still is a secondary office space market created by adapted apartments in
blocks of flats. Considering this, together with the effect of the increased supply of newly-
built office space, points to a downward trend in rent rates (except for the rent on Class A
premises).

Supply
Generally, office premises are classified as Class A, B and C. The classification is based on
a number of criteria such as location, access, size, parking space availability, additional
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services provided, as well as various technical specifications. Class A buildings are of the
highest quality, offering an extensive range of amenities; Class B represents offices of
good quality, but with somewhat limited range of facilities; Class C are old or new
buildings of low quality that lack improvements and most conveniences.

The Class A office space segment showed the most rapid development marketing this
market segment over the last few years. Many buildings designed for modern business
centres were built in 2003 and 2004, and many others are under construction and are to be
opened within months. Additionally, supply of Class A office premises comes from local
companies renting out unused parts of their own office buildings.

The main players in this high quality segment at the moment are foreign investors, who
occupy about 80% of the supplied Class A office space. These are investors from Austria
(Raiffeisen and Soravia), Germany (Lindner and Berlinishe Leben), USA (Bulgarian-
American Enterprise Fund), Israel (Ashtrom) and Greece (EFG). The local investors joined
in at a later stage and currently about 50% of the office buildings under construction are
financed by Bulgarian companies.

Demand

The demand of office space is still below supply at current market prices. At the same time
many businesses in Bulgaria are starting to realise the importance of image-projection, of
improved working conditions for employees, of property management and of state-of-the-
art communications, which determines the growing demand for high quality premises.
Nevertheless, the rents that businesses are able or willing to pay for high quality premises
are still below the current market levels. It is expected that this gap will be closed out as a
result of the downward trend in rates and of the expansion of businesses, considering the
growth potential of the Bulgarian economy.

In addition, foreign direct investments in Bulgaria are expected to continue to grow in the
coming years based on the good economic indicators of the country. Thus, the demand for
high quality offices space generated by foreign companies entering Bulgarian market is
expected to grow.

Rents

The increased supply of office space in Sofia determined the decrease in rents over the last
few years. Industry experts expect the downward trend to continue for the next two to three
years. The current price levels for the three types of offices are presented on the following
chart:
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Rents for office premises in 2004
Euro/sq. m per month
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In 2004, the rental levels of Class A office premises stabilised in the range EUR 10-17,
with an average of EUR 12 per sq. m per month.

Class B office space rental rates, similarly to those of Class A buildings, have been on a
decreasing trend, and are currently in the range of EUR 8-10. Due to the increasing supply,
the rents for Class B offices are expected to decrease further in 2005 and 2006, and to
probably stabilise at levels between EUR 6 and 10, with an average of EUR 8 to 8.5 per
square meter per month. These rates will most likely be able to attract tenants of Class C
office space.

Rents for Class C office premises fell from a level of EUR 4 -8 to a level of EUR 3- 6 per
sq. m per month in 2004. Experts anticipate that many companies will migrate to higher
quality office premises, leading to an increased supply of Class C office premises.

Sales

The main buyers of office buildings are international and Bulgarian companies with an
established position and long-term vision. These are mostly interested in buying newly-
built office premises. The purchase of office space has been additionally facilitated by the
improved availability of mortgage financing in recent times. In addition to good financing
conditions, the availability of land at decent location and prices, and the high returns on
investment in the sector, provide big Bulgarian companies with the opportunity to build
their own office premises, to be used partly for own purposes and partly rented out or sold.

Although a further 150,000 sq. m of office space will be made available in 2005, investors
expect an ongoing increase in selling prices throughout the year because of the gradual
depletion of suitable plots for development in the already existing business districts.

Outside the big enterprises, about 80% of the remaining businesses in Bulgaria cannot
afford to buy prime office premises, priced between EUR 700 and 1,200 per square meter.

Central and Eastern European office market trends

Until recently, rents and sale prices in the major cities in Central and Eastern European
countries were drifting almost exclusively downward, signalling declines in both occupier
and investor demand in the face of strong supply. The situation was exacerbated further by
the global economic slowdown. However, this trend has now started to change. In the past

24



"BULGARIAN REAL ESTATE FUND" INC. REGISTRATION DOCUMENT

eighteen months office rents and capital values have flattened. Given that rents are
currently falling in most Western European markets, the very modest declines reported
further east may well indicate some underlying upward momentum. At the same time,
investor interest is being rekindled.

Despite that, the comparatively high office space vacancy rates in Central and Eastern
Europe are often cited as the reason why no growth can be expected in these markets for
another few years. However, these rates are only high by Western European standards. It
must be pointed out that much of the available vacant space consists of sub-standard
overhang from communist days, which is of little interest to contemporary occupiers or
investors.

The following table shows the major indicators of the high quality segment of the markets
for office space in some Central and Eastern European countries:

Rent per

Vacancies month Price
) (Euro/sq m) BRI,

Belgrade 13.0 22.0 13-15 2,000
Bucharest 13.3 16.0 11.5 2,000
Budapest 20.0 13.0 9.0 1,200
Istanbul 13.0 13.0 10.0 1,700
Prague 12.0 17.5 8.0 2,650
Sofia 23.9 12.0 14.5 1,000
Warsaw 18.3 18.5 10.0 3,000

Source: Colliers
Forecasts

It is expected that the continuing foreign interest in the construction of high quality
purpose-built office space in Sofia and all over the country, as well as the availability of
appropriate development plots, will sustain the oversupply trend during the next one or two
years.

Availability of mortgage facilities, as well as the expected further growth of the bank
sector in this regard, should facilitate the increase of the purchasing potential in the
country.

It is anticipated that as the date of Bulgaria’s accession into the EU approaches, the
demand and supply of prime office premises will gradually level off.

Residential premises

Market overview

The residential market was the fastest developing segment of the real estate market in 2003
and 2004. Sales of residential apartments formed about 40% of total real estate sales.
Prices of residential premises went up by about 47.5% in 2004 compared to 2003.

Nevertheless, prices in Bulgaria are still low compared to those in other countries in CEE,
where the average residential price ranges between EUR 800 and 1,200 per sq m. This is
twice as high as the prices in Sofia, which are the highest for the country.

The significant activity and price increase on the residential real estate market in 2003 and
2004 were mainly due to:

= The increased amount of mortgage loans disbursed by banks in Bulgaria.
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= The depreciation of the dollar against the euro in 2003 and 2004, which resulted in the
market setting the prices in euros instead of the traditional USD quotes. In general, the
new euro prices were higher compared to the dollar prices prior to the shift in currency.

= The significant amount of cash inflows in the country from the many Bulgarians
working abroad.

Supply

Despite the coming to the market of many newly built residential units in 2004, the supply
of residential premises remains below the demand level. A new trend on the market of high
quality premises is the building of compounds offering property management, which have
been introduced in Bulgaria since 1996, when the first compound was constructed.
Currently there are six compounds in Sofia, mainly in the outskirt areas, most of which
have been developed by local investors, who then offered the units for sale to individuals.
Compounds are also being developed in the Black Sea Coast regions, where investors are
offering summer holiday houses and/or apartments to foreign holidaymakers mainly of
Western-European origin.

Because of the short supply of residential properties, construction activity in the sector is
on the up. In the first nine months of 2004, 3,999 investment projects received permits for
construction, with total permitted built-up area amounting to 2,146 thousands sq m; the
resultant number of housings was 14,198. These housing units are expected to come to the
market in 2005 and 2006.

Demand
Rentals market

Demand for high-quality residential properties has increased in recent years,
stemming primarily from ex-emigrants and employees of large multinational
corporations, international NGOs, diplomatic missions and other foreign-owned or
managed companies. The interest of foreign investors in Bulgaria is likely to attract
more international companies to enter the market, thus additionally increasing
demand for luxury residential premises.

Sales market

The increased possibilities for mortgage financing and easier access to credit from
various banking institutions was the main reason for the increase of the number of
residential acquisitions. Despite the large number of purchased residential
premises, the demand for quality residential housing remains high. The main
purpose of buying premises is to rent them out, as well as to accumulate capital
gains in the medium to long run. The expectation is that investors will make
sustainable profits, as the Bulgarian economy keeps growing further.

Rents

At the end of first quarter of 2004 the National Real Property Association of Bulgaria
(NRPA) established the Real Estate Market Index /REMI/ for RENTS. For the second and
third quarter of 2004 REMI index for RENTS increased with 12.2 points.

Rents for prime quality residential premises, depending on location, accessibility, security
and the level of renovation and refurbishment, vary from EUR 4 to EUR 9 per sq. m per
month for unfurnished, and from EUR 7 to EUR 13 per sq. m per month for furnished
units.
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High quality individual houses for rent in Sofia are located mainly in the outskirts, beyond
the ring road, at the foot of Vitosha Mountain. Foreign business community, diplomatic
missions and ex-emigrants are actively seeking in these areas for unfurnished or furnished
houses with nice gardens and professional landscaping. Rental prices for such type of
properties depending on location, size of property, quality of finishing works, level of
furnishing, etc., were between EUR 1,500 and EUR 5,500 per month.

Similar interest is exhibited by foreign holidaymakers towards properties located along the
Black Sea Coast. The prices vary within 80-100 Euro a night.

Sales

Average sale prices of residential premises have increased significantly for the last seven
years. During this period prices have risen by over 81% or by about EUR 133 per sq m.
The most rapid increase was in 2003 and in 2004 when the average prices rose by 12%
(EUR 20 per sq. m) and by 47.6% (EUR 89 per sq. m), respectively.

Average price of residential premises in Bulgaria
Euro/sq. m (Euro/sq. m)
280.00 -~ 276,35

260.00 A
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120.00
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Source: NSI

In Sofia, where the average sale prices are the highest, sales range is between EUR 400 per
sq. m and EUR 900 per sq. m, depending on location and type of construction. Following
closely in Sofia’a steps, residential properties in Varna are the second most expensive . As
of the end of 2004, the average price levels for high quality apartments in Varna caught up
with prices in the capital.
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Average prices of residential premises at the end of 2004

Average for the country
Plovdiv

Stara Zagora

Bourgas
Varna 554.0
Sofia 559.8
0.6 100.0 20(;.0 300.0 40(;.0 50(;.0 600.0
Euro/sq. m
Source: NSI

Land plots

In 2003 the investments in land plots appropriate for building residential premises near the
big cities attracted the attention of the institutional investors. This trend continued in 2004.
Due to the rapid development of tourist industry (the number of tourists visiting Bulgaria
increased 18% in 2003, and 14.4% in 2004) there was a also substantial interest in land
plots appropriate for building family hotels or holiday villages along the Black Sea coast.

In Sofia, depending on location and existing infrastructure, prices for land plots vary
between EUR 40 and EUR 300 per sq m. In sea and mountain resorts, for the last three
years prices of land plots have reached a level ranging from EUR 22 to EUR150 per sq m.

Land plots on the coastal line situated away from towns and resorts are usually agricultural
or afforested lands. In 2004 supply of these kinds of plots was remarkably high. Prices,
depending on location and availability of infrastructure, are in the range of EUR 5-55 per
sq m.

The trend of increasing prices will likely to continue going forward, due to the persistent
interest of local and foreign investors. It is expected that the price of land plots with direct
access to the beach will reach EUR400 per sq m by 2007.

Central and Eastern European residential market trends

The average residential sales price in Sofia (of about EUR 600 per sq m) is the lowest
compared to the prices in other capitals in Central and Eastern Europe, according to the
charts below. The same holds for the average rent price.
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Forecast

Investments in the residential sector are in the spotlight, as developers and investors
continue to see potential for high returns in this sector. Prices are expected to continue to
grow at a moderate rate in the range of 5-10% pa, based on the expected currency stability
(since the BGN is pegged to the Euro), and the growth in mortgage financing.. Additional
factor for the price raise will be the forthcoming accession of Bulgaria to EU in 2007 and
the expected price parity with the countries in Central and Eastern Europe.

Retail premises

Market overview

In 2004, the retail space market, although not growing at the same rate as the housing and
office space markets, still registered notable growth, increasing by about 20% in Sofia,
12% in Varna, and 9% in Bourgas. Experts anticipate that the growth will be sustained
over the next few years, considering Bulgaria’s nearing accession to the EU. The strong
demand is expected to spring from the growing interest of international companies not yet
positioned on the Bulgarian market, and from Bulgarian companies, which plan to expand
their activities.

Supply

Hypermarkets and supermarkets. Currently several well-known international retail
chains are presented in Bulgaria. These are Metro Cash & Carry, Praktiker
(member of METRO group), Billa (an Austrian retailer), Mr. Bricolage (a
French DIY hypermarket), Ramstore (a supermarket chain owned by the
Turkish Koc Holding) and Hit (a German retailer). The western style stores have
been very well received by the Bulgarian shoppers, and for the short time in which
they have been in operation in Bulgaria (only since 1999) they have shown a
remarkable development. Furthermore, another German chain, Kaufland, is
currently making steps to enter the market and build over 40 stores nation-wide. In
addition, in the last several years some local chains have also adopted the western
style of operation and enjoy increasing sales.

Shopping malls. Currently there are only two large shopping malls in Sofia:
“TZUM”, which was privatized in 1998 by Regent Pacific Group, and “Tzentralni
Hali”, owed by the Israeli investment group Ashtrom International. These have
commercial area of 16, 500 sq. m divided into separate units. The occupancy rate is
about 80-90%, and 90-95 %, respectively.

The most popular and affordable form of “shopping malls” in Sofia are the so
called “bazaars”- a kind of mini commercial centre with 10-15 units or stalls (each
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with an area of 3-10 sq. m), rented out to small trading companies (ETs). Such
bazaars are usually found on high streets and in subways, i.e. generally in zones
with heavy traffic of people. Similar bazaars are also organised on a seasonal basis
in big congress and sports halls, reaching a peak of activity around Christmas.

Expectations are that in the near future shopping malls will replace bazaars by
offering families opportunity both for shopping and time out - something still
wanting in Sofia and the other cities in Bulgaria. The first Western-style shopping
mall is being built at the moment in the centre of Sofia by IT International Theatres
and Aviv Construction Works. The mall, called “Mall of Sofia”, will offer retail
space for 120 stores, a hypermarket, a multiplex with 12 screens and a 3-D cinema.
It is expected that the premise will be built by 2006. Around the same time, another
similar mall will open in the centre of Sofia. The latter is being built by a Bulgarian
investor.

As in most European cities, in the near future Sofia will have a number of distinct
commercial areas. The first area of this kind is being formed in Business Park
Sofia. There, Spanish Group DETEA intends to build a large shopping mall on an
area of 180 dca and utilisable space of 70,000 sq m. It is expected to start operating
in 2006.

Another commercial area is taking shape around Sofia Airport where the largest
Slovenian retail chain intends to start building a retail centre in 2005. The land
plots around the airport have not been built-up yet, and the average selling price is
at around 50 EUR per sq m.

Entertainment centres. The entertainment and multiplex centres are also received
well by Bulgarian customers. They are well-organized and offer their customers a
variety of entertainment facilities, restaurants, cafes, shops and convenient parking
space. These centres are visited by many customers and are thus attractive to
traders. Currently there are two such multiplex centres in Sofia and another one is
being built in the suburbs of Sofia, expected to open doors in 2005.

Retail sites on high streets. Retail sites on the high streets remain a relatively
fixed amount and it is expected that growth will remain low in the near future. The
rental market of commercial premises in the high streets is very limited, and
owning such assets is considered an excellent investment, hence owners are
reluctant to sell. If a shop becomes available, it generally takes less than a week to
find a new tenant. Some of the so-called “bazaars” located in the main streets,
offering cheap and fake items, will soon be replaced by high-profile shops offering
high-quality goods.

The supply of retail sites is also being boosted by the conversion of streets near
main arteries into commercial spots. For example, if a boutique for branded goods
appears in a main street, it attracts a flow of customers and increases the traffic in a
certain area, benefiting new retail sites in the nearby smaller streets.

Demand

Bulgarian customers rapidly adopt the Western shopping practices and the large retail
centres that offer a variety of brands, low prices and reliable quality control. This,
alongside the increasing purchasing power of the Bulgarians, breed confidence in the large
retailers and make the market attractive to other large international companies, which are
yet to come.
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Demand for retails sites on the high streets continues to outstrip supply in other big
Bulgarian cities, as well. The keen interest in commercial sites on the high streets comes
primarily from branded boutiques, fast-food chains and financial institutions. Since
demand continues to rise, many of the residential premises on 2" 3 floors in these areas are
being converted into commercial sites.

Rents and Sales

Rental and sales prices vary in a wide range, depending on location, type and quality of the
estate. The table below shows the price rates in Sofia.

Rents Sales price
HE e per sq.m/month per sq.m
Class A retail space in top location €50-280 n.a.*
Class B retail space in downtown €30-50 € 1500 - 2000
Small shops in residential areas €8-10 € 800 - 1600

*information on prices for Class A retail premises is limited due to supply scarcity

Source: Elta Consult

In other big cities of the country rental prices are much lower than those in Sofia. The
monthly rent per sq m on high streets in the country is in the range of:

= 8 to 35 Euro in Varna.
= 6.5 to 20 Euro in the centre of Plovdiv.
= 3.5t0 20 Euro in Burgas.
Trends on the market of commercial properties in Central and Eastern Europe

During the last 10 years the market for commercial properties in all Central and Eastern
European countries underwent a rapid development. As a result of steady economic growth
and the good opportunities for future developments, many well-known international retail
chains have entered the market, which is becoming intensely competitive. The trend is in
favour of Western-style stores and shopping malls in the American stereotype, which are
received well by local customers. Currently, there still are hyper- and supermarkets in the
process of construction, but the central parts of the main cities are already intensely
competitive. For that reason, industry growth is expected to manifest itself primarily in the
district cities where the big retail food chains are the main tenants of the shopping centres.

Another key point to mention in Central European countries is the outstanding
development in the less central areas that are attracting more and more attention at the
expense of the high streets. Whilst new supply is limited, demand for premises continues to
outstrip supply, and the tenants of most commercial sites in the central districts tend to
preserve and extend the leasing periods in order to keep their presence. Some retailers,
however, are starting to move towards the outskirts of these areas due to lower rental prices
there. This leads to an expansion of the so-called central areas.

Compared with the average rental rates in Central and Eastern Europe, the rents in Sofia
are the lowest. The graph below shows the rental rates in the capitals of some Central and
Eastern European countries:
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Prime retail rents in some Central and Eastern European
capitals (in EUR/sq.m)
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Forecasts

The building of various commercial centres is underpinned by the positive developments
and economic stabilisation in Bulgaria. The trend over the next 2 to 3 years is for
continuous construction of more and more various commercial and retail areas in view of
the increasing average income of the population. Rates in rental prices are expected to
stabilise over the coming years.

Industrial facilities

Market overview

The market of industrial properties in Bulgaria is underdeveloped and hasn’t experienced
any major developments during the last decade. The lack of speculative building projects
of warehouses and light production power facilities forces larger Bulgarian producers to
build their own buildings, primarily to meet their needs, and rent out unused area.

Most of the new warehouses are being built in zones with well-developed infrastructure in
close proximity to major road arteries. These areas in Sofia are: Hadji Dimitar (East
Industrial Zone), Zaharna Fabrika (West Industrial Zone), Iliyantzi (North Industrial
Zone), Kazichene and the area around Sofia Airport, which offers an opportunity for
developing new industrial plots. The following diagram shows the zone-based distribution
of industrial space in Sofia:
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Industrial space by area
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Supply
The market of industrial plots in Bulgaria is split in three major site types:

» Privatised industrial buildings, completed during the period 1950-1980, whose
condition requires expensive repair and improvement works. The sole advantage of
those ex-industrial properties is the existing infrastructure.

* Small-scale warehouse bases, which offer high-quality industrial facilities for rent,
constructed mainly by logistic/ transport companies or companies in need of warehouse
space.

* Speculatively-built warehouse facilities

The supply of modern industrial premises has been rising slowly during the last five years,
but is still below the demand. The total area of high-quality warehouse buildings and light
production facilities in Sofia reached 170, 000 sq. m in 2003.
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The occupancy rate of modern industrial premises in Sofia was 95% in 2004, while the
same rate for old warehouse facilities was within the range of 50-70%. These old
warehouse facilities do not meet contemporary company requirements.
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Demand

The steady pace of economic development in Bulgaria during the last years created a
favourable ground for industrial growth and for the entrance of international companies in
the market for logistic services, distribution and wholesale. As a consequence, there
emerged an increased demand for quality warehouse bases and for premises for light
production facilities.

The demand is expected to continue rising. Many of the companies, which make use of old
warehouse premises, are ready to move their activities to a new place the first chance they
get, in order to fulfil their quality requirements. Some 90-100 % of the newly constructed
industrial premises that are expected to come to the market in the next few years will be
rented out in advance.

Rents
Rental prices on the market for industrial properties are formulated in two ways:

= Rents on the basis of utilised warehouse area. These rents vary between 3 and 4
EUR per sq. m for high-quality industrial premises, and between 0.5 and 2 EUR/sq.
m for old warehouses.

= Rent on a EURO-pallet basis (dimensions 1.6m/1.2m/0.8m) used by the tenant. These
rents vary between 2.5 and 4 Euro per pallet for on a monthly basis. The price is
reduced if more pallets are used.

Despite the fact that rental prices kept relatively steady for the last few years, it is
anticipated that rental of first-rate industrial premises in the next few years will increase to
a monthly rate of 4-5 EUR per sq. m.

Sales

Speculative building projects on the market for industrial premises are almost non-existent.
The only industrial properties for sale are old warehouse facilities in poor condition. Their
prices vary within the range of 150-300 EUR per sq m, depending on location, the
dimensions of the built-up areas and the need for repair works and improvements.

Trends on the market for industrial properties in Central and Eastern Europe

The development of the markets for industrial premises in Central and Eastern Europe
reflects closely the needs of the different countries/regions, where construction of
warehouse facilities is characterised by the variability in scale, form and location.

While construction in the Czech Republic and Hungary is concentrated near highway exits,
the case in Poland is completely different. Due to the dimensions and the population of the
county, the road network there is less developed. Hence, investors prefer to build new
industrial facilities concentrated around the well-developed railway network.

As a whole, industrial properties in Central and Eastern Europe are built alongside
international routes from Western Europe, in order to meet the needs of international
companies.

An overall trend for all markets in Central and Eastern Europe is the decrease in the rental
prices of modern industrial properties and their stabilisation in the last 2-3 years. The
average rental price for properties of this type was within EUR 10-11 per sq m in 1995,
compared to the current EURS per sq m in Bucharest and EUR 3.5- 5.9 per sq m. in
Warsaw. The following table shows rental prices and overall supply of industrial premises
in some countries from Central and Eastern Europe.
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Prague Budapest Warsaw Bucharest Bratislava Sofia
High-quality premiscs rents 4953 40-5.0 3.5-5.9 50 40-6.0 3.0-4.0
(in EUR per sq.m. per month)
High-quality premises supply ( insq.m.) 750,000 484,000 771,000 120,000 na. 170,000
Yield (annual) 11.50% 5.60% 10.50% 16.00% na. 10.00 - 13.00%

Sources: Colliers and CBRE
Forecast

Demand for purpose-built industrial equipment will continue to rise. The demand is
expected to stem from distributors, suppliers, producers of items for the end-consumer, and
automobile companies. Places suitable for such premises will be alongside the major road
arteries and ring roads in Sofia and other cities located on transit roads going through
Bulgaria. Another key factor for the future development of the market for industrial
properties is the development of infrastructure projects by the Government, financed by the
EU and other international funds. Rental prices are expected to stabilise in the short-term,
and to reach a rate of EURS per sq m for high-quality industrial properties.

Agricultural land

Market overview

Completion of the restitution process and the establishment of land ownership were the
first steps towards the creation of a market for agricultural land. However, for a fully
functioning market to exist, it has to guarantee the possibility to sell, rent and purchase
land within an established legal and institutional framework for transfer of ownership. On
this latter point, the market for agricultural land in Bulgaria is still underdeveloped and
lagging behind the market for residential and industrial properties in terms of growth and
volumes.

Supply

During the last several years the market for agricultural land was been characterised by low
prices due to the strong supply and the low demand. Compared with previous years,
however, 2004 is one of the most dynamic following the years of the restitution. According
to data provided by the Ministry of Agriculture and Forestry, some 452, 636 dca were sold
last year at an average price of BGN 134 per dca.

Demand

Despite the slight increase in 2004, market prices remained relatively low at an average of
BGN 134 per dca. Only prices of agricultural land near the capital, the major road arteries
and the seaside exceed the average prices for the country. The exceptionally high prices in
these regions are the result of demand for land for residential and industrial purposes.

Some of the key issues cited as the reasons for the weak demand for agricultural land and
the low average prices in Bulgaria are:

* Fragmentation in the ownership of large agricultural plots that inflates purchasing
prices and necessitates negotiations with a large number of small landowners. A
possible solution to this problem could be the passing the Act for consolidation of land
plots, which is expected to be passed in the near future.

* The lack of access to cheap financing, which hinders producers of agricultural
products, and makes the purchase of land relatively difficult.
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* The ban against the purchase of land by foreign investor creates further constraints.

* The high fee, incumbent in the process of transferring land ownership, of 12.5% of the
land value.

Forecast

The future of the market for agricultural land is very difficult to predict at the moment, and
depends largely on enforcing legislature establishing effective and functional market
mechanisms. Since Bulgaria has already concluded the pre-accession negotiations with the
EU, the successful fulfilment of the commitments on the agricultural policies also calls for
the establishment of a functioning market for agricultural land. For this reason, the passing
of an act for amassing of small pieces of land is the necessary step that will foster demand
for farming land and a flow of investments.

4.5.2 Investment plans of “Bulgarian Real Estate Fund” Inc. for the current and
next financial years

The investment activity of “Bulgarian Real Estate Fund” Inc. will be in compliance with
the Company’s Articles of Association and the effective Bulgarian legislation. The
company plans to start its activity upon obtaining a license from the Financial Supervision
Commission.

In its investment activity, the Company will be guided by its main investment objectives,
1.e:
= to provide shareholders with stable and growing current income and to maximise
unit value through investing primarily in high quality, income-generating retail,
industrial, residential and office properties and on-going active management of
the Company’s assets;

= to achieve effective risk distribution through structuring a diversified portfolio of
properties with various purpose and location.

The investment activity of the Company for the period 2005-2006 will be focused on
investing the accumulated funds in the construction and development of the following real
estate properties:

» Two closed-type holiday villages (mountain and seaside) with opportunity for year-
round operation;

* Luxurious apartment residential building in Sofia;
= Land plot for construction of industrial property.”

The method of financing the investment projects is presented in a separate table illustrating
the projected expenses and the time schedule for fund raising.

The tables below contain detailed description of the projects, reasons for the activities
planned and assessment of the expenses. The projects are presented in a chronological
order based on their initiation date.

" Alongside the above-mentioned projects, the company is considering an opportunity to buy a land plot for
construction of industrial property. The price of the considered land plot is EUR 2.5 million and the company
plans to effect the transaction in Sept- Oct 2005.
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Key parameters of the investment activity of the company in 2005 and 2006

Project 1

Construction, development and sale of a seaside holiday village

Type of real estate

Summer holiday compound consisting of single-family houses

Location Southern Black Sea coast
Total area of the land plot 5000 sq m
Total built up area 4500 sq m

Total cost of the project

EUR 1,748,450

Duration of the project

15 months

Reasons for the activities planned

High demand for this type of closed-end residential compounds

Assessment of expenses

The expenses include: price of the land plot, construction costs,
unexpected construction costs and fees for construction
supervisor

The term for implementation of the project is 15 months and covers the construction of the
holiday village and the sale of the houses. The start of the project is planned for July 2005.

Project 2

Construction, development and sale of luxurious residential building located in Sofia

Type of real estate

Luxurious apartment residential building with office/retail
space on the ground floor

Location Sofia

Total area of the land plot 2000 sq m
Total built up area 8000 sq m
Total cost of the project EUR 2,450,000
Duration of the project 18 months

Reasons for the activities planned

The high quality of construction and the increased demand for
realties of this class are the reasons to expect quick and
profitable sale of the property

Assessment of expenses

The expenses include: price of the land plot, construction costs,
unexpected construction costs and fees for construction
supervisor

The term for implementation of the project is 18 months and covers the construction of the
residential building and the sale of the newly constructed apartments. The start of the
project is planned for January 2006.
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Project 3

Construction, development and sale of a mountain holiday village with opportunities for ski
tourism and year-round operation

Type of real estate

Mountain holiday compound consisting of separate single-
family houses

Location Borovetz mountain resort
Total area of the land plot 5500 sq m
Total built up area 4000 sq m

Total cost of the project

EUR 1,623,900

Duration of the project

15 months

Reasons for the activities planned

High demand for this type of closed-end residential compounds
combining functionality with security and comfort of
inhabitation

Assessment of expenses

The expenses include: price of the land plot, construction costs,
unexpected construction costs and fees for construction
supervisor

The term for implementation of the project is 15 months and covers the construction of the
separate houses and their sale. The start of the project is planned for June 2006.

The project costs in the above tables DO NOT INCLUDE real estate agencies fees, notary

fees and marketing costs..

The above projects are to be developed and implemented concurrently and autonomously.
The overall management of the asset portfolio will be dynamic and will depend on the
efficient forecasting of the incoming cash flows.

Method of financing

“Bulgarian Real Estate Fund” Inc. will finance its activity in the next 24 months through:

1. Three capital raises, planned as follows:

First capital raise
Second capital raise
Third capital raise

Total

BGN 150 000
BGN 5 000 000
BGN 5 000 000

BGN 10 150 000

2. Revenues from the “off-plan” sale of the developed real estate

The table below illustrates the capital raising schedule of the Company and the timeframe
for the implementation of the investment projects described in this document.
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CAPITAL RAISING SCHEDULE AND TIMEFRAME FOR THE IMPLEMENTATION OF THE INVESTMENT PROJECTS

Licensing of the Company from the FSC
First capital raise

Second capital raise

Third capital raise

Project - Seaside holiday village

Project - Residential building in Sofia
Project - Mountain holiday village
Project - Purchase of land plot

R N A hA N W -

4.5.3 Forecasts for the current and next financial years

4.5.3.1 Financial forecasts

The Company’s financial forecasts are prepared in compliance with the National
Accounting Standards (NAS) and the Company’s accounting policy. The statements are
prepared in Bulgarian leva (BGN) at the fixed currency rate of BGN 1.95583 for EUR 1.

The reporting of the revenues and costs in the Income statement is made in accordance
with NAS 11 Construction Contracts. NAS 11 requires that the revenues from sale of
residential premises for the reporting period shall be recognized according to the
percentage of completion of the building. The costs for the construction of the building
shall be recognized according to the proportion of the realized sales of build up area from
the total build up area for sale.

The financial forecasts do not include other revenues except for the revenues from the sale
of build-up area. The income calculated is based on sold square meters multiplied by
average sale price for the period.

The balance sheet was prepared with the assumption that all expenses are paid when
incurred. The revenue reporting takes into consideration the policy of deferred payments
which is usual for the sale of real estate. The calculations are based on the following
payment conditions:

*  30% of the amount paid upon signing the sale contract;
*  70% of the amount paid upon transferring the possession of the real estate.

The compensation costs are for remuneration of the members of the Board of Directors as
well as for the salary of the Investors Relation Director (IRD) who shall be appointed as
from April 2005.

The hired services’ costs for the Company’s basic activity are based on the assumptions
made in item 4.5.3.2.

The financial forecasts also envisage 90% dividend payout ratio. The item Deferred
Expenses includes the amount paid for reserving the company name. The item Accrued
Expenses includes the payments under the contracts for the sale of the properties, which,
however, are yet to be reported in the Income Statement pursuant to the requirements of
NAS 11.

The financial forecasts presented below should be used only for illustration, and because of
their prognostic character, they can vary from the actual financial condition and results of
the Company.
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Forecast Balance Sheet of “Bulgarian Real Estate Fund” Inc. (BGN)

A. Fixed assets
I. Tangible fixed assets

Land 5,182,950 5,362,152
Buildings

Assets under construction 1,569,885 2,994,790
Total tangible fixed assets: 6,752,835 8,356,943

I1. Intangible fixed assets
II1. Long-term investments
IV. Goodwill
V. Deferred expenses
Total fixed assets: 6,752,835 8,356,943
B. Current assets
I. Inventories

Total inventories: 0 0
I1. Receivables

Receivables from related parties

Trade receivables 1,078,151 4,641,185

Other debtors

Total receivables: 1,078,151 4,641,185
II1. Short-term investments
IV. Cash 3,428,363 1,995,419
V. Deferred expenses 200 200

Total current assets: 4,506,714 6,636,803

Total Assets: 11,259,549 14,993,746

B. Off-balance sheet items

Liabilities and equity

A. Equity
I. Shareholders' equity
Subsribed capital 10,650,000 10,650,000
Total shareholders' equity: 10,650,000 10,650,000
II. Reserves
Total reserves: 0 0
I11. Financial results
Prior period results (335) 62,834
incl. Retained earnings 0 63,169
incl. Accumulated loss (335) (335)
Current profit 117,015 3,243,374
Current loss 0 0
Total financial results: 116,680 3,306,208
Total equity: 10,766,680 13,904,740
B. Long-term liabilities
I. Long-term debt
I1. Accrued expenses
Total long-term liabilities: 0 0
C. Current liabilities and accrued expenses
I. Current liabilities
I1. Accrued expenses 492,869 1,089,006
Total current liabilities and accrues expenses: 492,869 1,089,006
Total Liabilities and Equity: 11,259,549 14,993,746
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Forecast Income Statement of “Bulgarian Real Estate Fund” Inc. (BGN)

A. Income from ordinary activities
L.Net income from sales:
Production
Total sales:
I1.Grants
I11. Financial income
Interest

Total financial income:
B. Total income from ordinary activities (I+II+III)

C. Loss on ordinary activities
IV. Extraordinary income

D. Total income (B+IV)

E. Accounting loss

(Total expenses - Total income)
F. Loss

Total (D +F)

1,047,347
1,047,347

28,638
28,638

1,075,985

0

1,075,985

0
0

1,075,985

10,654,775
10,654,775

19,445
19,445

10,674,220
0

10,674,220
0

0
10,674,220

A. Expenses for ordinary activities
1.Operating expenses
Materials
Hired services
- Fees to the depostory bank
- Fees to the servicing company
- Fees to the real estate agencies
- Fees to the auditors

- Fees to the appraisors

- Fees and taxes to the Financial Supervision Commisioi

- Fees to the investment intermediary
- Fees and taxes to the Bulgarian Stock Exchange
- Fees and taxes to the Central Depository
- Other fees/taxes
Wages and other remuneration
Social security
Total operating expenses:
1I. Correction items
Cost of land sold
Costs of sold assets under construction
Total correction items:
II1. Financial expenses
Interest
Other financial expenses

Total financial expenses:
B. Total expenses for ordinary activities (I+1I+11I)

C. Profit on ordinary activities
IV. Extraordinary expenses
D. Total expenses (B+1V)
E. Profit before taxes
V. Tax expenses
Corporate income tax
Property tax
Garbage collection fee
Real estate transactions tax
F. Net profit (E - V)
Total (D +V +F)
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290,306
1,467
81,892
48,285
978
13,191
5,280
100,978
500
13,100
24,636
8,520
429
299,256

97,792
523,295
621,087

0
920,342

155,643

920,342
155,643
38,628
0

0

0
38,628
117,015

1,075,985

1,225,176
1,956
735,827
300,220
2,151
41,725
1,080

0

500

0
141,716
8,960

572
1,234,708

578,681
5,369,367
5,948,048

0
7,182,756

3,491,464

7,182,756
3,491,464
248,090

0

0

7915
240,176
3,243,374
10,674,220
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4.5.3.2 Main assumptions on the basis of which the Issuer has made its forecasts,
assessments and prognoses

“Bulgarian Real Estate Fund” Inc. has based its financial forecasts and prognoses on the
following assumptions:

Fees/remunerations charged to the Company

The management, servicing and maintenance of the real estates acquired by “Bulgarian Real Estate Fund”
Inc. as well as the construction and improvements, book-keeping and correspondence are assigned to one
servicing company - MNI Ltd. For implementation of part of these activities the servicing company shall
subcontract companies with the relevant expertise.

Annual administration fee payable to MNI Ltd. (% of the average annual value of the assets, 2.00%
paid quarterly)
Additional annual remuneration paybale to MNI Ltd. (% of the Company’s annual audited 15.00%

pre-tax profit)
Fees payable to the real estate agencies — subcontractors of MNI Ltd. in sale 2.50%
transactions (maximum amount as percentage of the transaction value)
Fees payable to the real estate agencies — subcontractors of MNI Ltd. in rental 12.00%
transactions (maximum one-off amount as percentage of the annual rent)

Fees payable to the real estate agencies — subcontractors of MNI Ltd. for property 9.00%
management under rental contracts (maximum amount as percentage of the gross
monthly rental income)

Annual remuneration of the Board of Directors BGN 7 200
Annual auditors’ fee BGN 2 200
Appraisers’ fees (% of the value of the appraised property) 0.50%
Annual fee payable to the depository bank BGN 2 000
Taxes

Real estate transaction tax (% of property value) 2.00%
Property tax (% of property value) 0.15%
Garbage Collection Fee (% of property value) 0.30%
Other fees

Fee payable to the investment intermediary for the initial capital raise BGN 1 000
Fee payable to the investment intermediary in follow-up capital raises (maximum amount as 1%

percentage of the capital raised)

Fee for obtaining a license from the Financial Supervision Commission for a special purpose BGN 3 600
investment company

“In view of the planned investment projects, the Company’s financial forecasts for 2005 and 2006 do not
envisage payment of fees to the real estate agencies in rental transactions and for property management under
rental contracts.
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Fee for confirmation of prospectus for capital increase by the Financial Supervision BGN 600
Commission
Annual financial supervision fee BGN 1 080

Fees payable to the Central Depository AD (total amount including initial issue registration BGN 13 100
fee and fees for the three planned capital raises in 2005)

Annual fee for maintenance of the listing on the Bulgarian Stock Exchange-Sofia AD BGN 500

Interest Rates

Interest rate on the Company’s cash and cash equivalents 1.00%

Construction costs

Total construction costs (basic works) per sq m BGN 200
Total completion costs per sq m BGN 300
Construction supervisor fee(% of construction costs) 2.5%
Architecture costs per sq m BGN 24
Insurance

Property insurance premium (% of property value) 0.35%

Depreciation (% of asset value)

Depreciation on land 0.00%
Depreciation on buildings 4.00%
Depreciation on fixtures and fittings 15.00%

4.5.3.3 Factors which could have material effect on the realisation of the forecasts

Factors that could be influenced by the Board of Directors of the Company

These are the factors that can be subject of decision of the Board of Directors, such as
structuring the real estate portfolio, obtaining external financing, investing the free funds of
the Company and optimizing costs.

Factors beyond the control of the Company

* Confirmation of this prospectus and issuance of licence to “Bulgarian Real Estate
Fund” Inc. for carrying out activity as a special purpose investment company by
April 1, 2005.

» Available investors’ interest in “Bulgarian Real Estate Fund” Inc. which to allow
the Company to raise the funds necessary for financing its investment strategy;

* Maintenance of the positive trends on the real estate market including of market
prices and rental rates as a major precondition for realisation of the Company’s
investment and financial objectives;

* Changes in Bulgarian political and macroeconomic environment and the resulting
effect on the investment climate in the country may have significant impact on the
activity and results of “Bulgarian Real Estate Fund” Inc.;
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= Possible changes in the tax legislation, in particular the tax treatment of the special
purpose investment companies, which are currently exempt from corporate income
tax, could have serious effect on the achievement of the forecast financial results of
“Bulgarian Real Estate Fund” Inc.

With their signatures on the last page of this Registration Document the persons who
have prepared the document declare that the forecasts have been duly prepared on
the basis of the assumptions presented above and the accounting has been kept in
compliance with the accounting policy of the Company.
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5. INFORMATION ABOUT THE EXPENSES OF THE COMPANY

5.1 Maximum allowed amount of the expenses for management of the Company

As per Company’s Articles of Association, the maximum allowed amount of all expenses
for its management and servicing, including the expenses for the remuneration of the
members of the Board of Directors, the fees to the servicing company, the registered
auditor, the appraisers and the depository bank shall not exceed 8% (eight per cent) of the
value of the assets on the Company’s annual balance sheet for the financial year when
these expenses have been incurred.

5.2 Sums or method for determining the remunerations of the members of the
Board of Directors and the fees to the servicing companies

5.2.1 Method for determining the remunerations of the members of the Board of
Directors

According to the Company’s Articles of Association, each of the members of the Board of
Directors is entitled to a fixed monthly remuneration which should not exceed 10 (ten)
times the minimal monthly salary for Bulgaria. The Chairman, Deputy Chairman, the
Executive Directors and other members of the Board of Directors might receive additional
remuneration (bonuses) which shall be defined on the base of the net asset value per share
before dividends. The amount of each remuneration is decided by the General
Shareholders’ Assembly in compliance with the requirement for maximum allowed
amount of the expenses for management of the Company.

As of the date of this Registration Document the monthly remuneration of the Executive
Director is fixed at 2 minimal monthly salaries while the monthly remuneration of the
other members of the Board of Directors equals 1 minimal monthly salary.

5.2.2 Sums and method for determining the fees to the servicing companies

Pursuant to the Company’s Articles of Association the amount of the fee payable to the
servicing company shall be defined with respect to the character and size of the tasks
assigned and the market conditions in the country. The fee to the servicing company shall
be decided by the Board of Directors. The amount of the fee shall be determined and
changed in compliance with the requirement for maximum allowed amount of the expenses
for management of the Company.

As of the date of this Registration Document “Bulgarian Real Estate Fund” Inc. has signed
a contract with one servicing company — MNI Ltd. In compliance with the contract’s terms
and conditions MNI Ltd. shall receive quarterly remuneration to the amount of 0.5% of the
average value of the Company’s assets for the respective quarter. The servicing company is also
entitled to additional remuneration to the amount of 15% of the Company’s pre-tax profit.

5.3 Data for the expenses of the Company for the period from its establishment
until December 31, 2004

“Bulgarian Real Estate Fund” Inc. is a newly-established company and according to its
audited financial statements, the Company has minimal expenses for 2004, including:
remunerations of the Board of Directors for December 2004 (total amount of BGN 320.71)
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and bank commission to DSK Bank EAD (BGN 14.75). These expenses (total BGN
335.71) are insignificant and their amount and proportion to the balance sheet assets of the
Company are not indicative for the real annual expenses of “Bulgarian Real Estate Fund”
Inc.

5.4 Additional investments and expenses necessary to put the assets in operation

“Bulgarian Real Estate Fund” Inc. has not yet acquired assets for securitisation and has not
made additional investments and expenses to put them in operation. As far as the
Company’s strategy envisages investments in real estates in all stages of development, it is
possible that some of the acquired properties need additional investments and expenses in
order to be put in operation.
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6. MEMBERS OF THE MANAGING AND SUPERVISORY BODIES, SENIOR MANAGEMENT
AND EMPLOYEES

6.1 Information about the members of the Board of Directors of “Bulgarian Real
Estate Fund” Inc.

In accordance with the Special Purpose Investment Companies Act, "Bulgarian Real Estate
Fund" Inc. has one-tier form of management. The Company’s bodies are General
Shareholders’ Assembly and Board of Directors. The Board of Directors has three
members which are legal entities and two of them are independent members by virtue of
Art. 116a, Paragraph 2 of the Public Offering of Securities Act.

6.1.1 Investment company Nadezda JSC - Chairman of the Board of Directors

Head office and address: Republic of Bulgaria, Sofia
4 Luben Karavelov St

Principal activity: Close-end investment company investing in different
types of securities except in securities issued by its
founders

Number and lot of listing The company is listed by Decision of Sofia City

in the Commercial Register: Court on company file No. 13472/1996, lot 21,
volume 1, register IA, page 122

BULSTAT code: 10121224198

Tax number: 1220099071

Investment Company Nadezda JSC is represented in the Board of Directors of “Bulgarian
Real Estate Fund” Inc. by Borislav Kirilov Niklev.

Information _about activities outside those performed for the Issuer: At present Borislav
Niklev is Chairman of the Board of Directors and Executive Director of Investment
Company Nadezda JSC, Member of the Board of Directors and Executive Director of First
Insurance Brokerage Company JSC and Manager of Globus In Ltd.

Education, qualifications and relevant professional experience.

Education: Higher education, Master’s degree in Economics

Qualifications: Chartered appraiser of corporate entities, chartered appraiser
of real estate properties, chartered appraiser of banking and
financial institutions (licensed by the Privatization Agency).

Certified broker of securities (licensed by the Financial
Supervision Commission)

Relevant professional experience:

July 2003—to present Investment Company Nadezda JSC

Chairman of the Board of Directors and Executive Director
Oct 2003—to present First Insurance Brokerage Company JSC

Member of the Board of Directors and Executive Director
2001 - to present Globus In Ltd.

Manager
Apr 2003 — July 2003 Gamacable JSC
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Member of the Board of Directors

2002-2003 Power Systems JSC
Member of the Board of Directors and Executive Director

Jan-March 2002 International Insurance Company Europe JSC
Member of the Board of Directors
Jan 2000 — May 2003 Financial-Industrial Group REI Holding JSC
Head of Credit and Investments Department
1998 — 2001 Industrialconsult JSC
Member of the Board of Directors and Executive Director
Mar 1997- Dec 1999 Financial-Industrial Group REI Holding JSC

Financial expert

Mr. Borislav Kirilov Niklev has not been imposed corrective administrative measures or
administrative penalties regarding his activities during the last five years.

6.1.2 Pik Ltd. — Deputy Chairman and independent member of the Board of

Directors

Head office and address: Republic of Bulgaria, Sofia
9 Narodno sabranie sq.

Principal activity: Advertising and publishing, national and foreign
trade, import, export, re-export and barter
operations; production and realisation of goods and
services; trade representation and any other trade
activity not prohibited by the law

Number and lot of listing The company is listed by Decision of Sofia City

in the Commercial Register: Court on company file No. 21830/1995, lot 29193,
volume337, register 1, page 172

BULSTAT code: 121124011

Tax number: 122 0095866

Pik Ltd. is represented in the Board of Directors of “Bulgarian Real Estate Fund” Inc. by
Alexander Kirilov Georgiev.

Information about activities outside those performed for the Issuer: At present Alexander
Georgiev if Manager of Pik Ltd., chief accountant of Forem Consulting Bulgaria Ltd. and
accountant with MNI Ltd.

Education, qualifications and relevant professional experience:

Education: Higher education, Bachelor degree in Finance,
Master’s degree in Accounting

Relevant professional experience:

Sept 2003 - to present Forem Consulting Bulgaria Ltd.
chief accountant

2005 - to present Pik Ltd.
Manager

July 2002 — Aug 2003 Petrol JSC
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Deputy chief accountant

Sept 2001 — June 2002 Arthur Anderson Bulgaria
auditor

Mr. Alexander Kirilov Georgiev has not been imposed corrective administrative measures
or administrative penalties regarding his activities during the last five years.

6.1.3 New Account Ltd. — Executive Director and independent member of the Board

of Directors

Head office and address: Republic of Bulgaria, Sofia,
5 Marin Drinov St

Principal activity: Advisory, economic analyses, valuations and
development of business programs of companies,
organisation of accounting and preparation of annual,
interim and other financial statements pursuant to the
Accounting Act as a specialised accounting company,
complex accounting services as well as any other
activity not prohibited by law

Number and lot of listing The company is listed by Decision of Sofia City

in the Commercial Register: Court on company file No. 11794/2003, lot 80036,
volume954, register I, page44

BULSTAT code: 131164867

Tax number: 1220178095

New Account Ltd. is represented in the Board of Directors of “Bulgarian Real Estate
Fund” Inc. by Nikolay Hristov Skarlatov.

Information _about activities outside those performed for the Issuer: At present Nikolay
Skarlatov is Manager of Skarly OOD, Skarly EOOD, Skarly Frigo OOD and Delial OOD.

Education, qualifications and relevant professional experience.

Education: Higher education, Master’s degree in Economics
Qualifications: Doctor of Economic Sciences

Relevant professional experience:

1990-2005 Skarli Ltd.
Executive Director
1984- 1990 Mevet JSC - Greece
Executive Director
1976- 1984 Machinoexport Commerce JSC
Executive Director
1971-1976 Embassy of Republic of Bulgaria to Greece
trade representative of Machinooexport JSC
1967-1971 Machinooexport JSC
Foreign Trade Department
1995-2005 Associated Member of the World Economic Forum
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Mr. Nikolay Hristov Skarlatov has not been imposed corrective administrative measures or
administrative penalties regarding his activities during the last five years.

6.2 Information about the activity of the Board of Directors

The members of the Board of Directors of “Bulgarian Real Estate Fund” Inc. were elected
on the Company’s Constituent Assembly held on 04.10.2004. The management contracts
with the members of the Board of Directors were signed on 05.10.2004 for a period of
three years as per the Company’s Article of Association which states that the first members
of the Board of Directors should be elected for a period of three years. The members of the
Board of Directors could be re-elected without any limitations. Upon expiration of their
mandate the members of the Board of Directors continue to perform their duties until the
General Shareholders’ Assembly of the Company elects new Board of Directors.

The contracts for management of the Issuer do not provide for compensations to the
members of the Board of Directors upon termination of their management contracts with
the Company.

6.3 Remuneration paid by “Bulgarian Real Estate Fund” Inc. to the members of the
Board of Directors for the last financial year

“Bulgarian Real Estate Fund” Inc. was established in October 2004 and was registered by
the court in December 2004. In this reference the Company has incurred the following
expenses for remuneration of the members of the Board of Directors for December 2004:

1. Remuneration to New Account Ltd., Executive Director — BGN 152.72;

2. Remuneration to Investment Company Nadezda JSC, Chairman of the Board of
Directors — BGN 76.36;

3. Remuneration to Pik Ltd., Deputy Chairman of the Board of Directors — BGN
91.63.

The total amount of the costs incurred for remuneration of the members of the Board of
Directors 1s BGN 320.71.

This remuneration has not been paid and was reported in the Company’s balance sheet for
2004 as current liabilities which are to be paid during the current year. The Issuer has no
other liabilities to the members of the Board of Directors for 2004.

6.4 Information about the employees of “Bulgarian Real Estate Fund” Inc.

In pursuance of the provisions of Article 116d of Public Offering of Securities Act (POSA)
the Board of Directors of “Bulgarian Real Estate Fund” Inc. shall appoint under labour
contract Investor Relations Director /IRD/ who will have the necessary education and
experience to perform his/her duties. IRD shall not be a member of managing or
supervisory body or a procurator of a public company and shall meet all the requirements
of POSA for IRDs of public companies.

As of the date of preparation of this document the Company has not appointed other
employees with labour contracts.
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6.5 Information for the shares of “Bulgarian Real Estate Fund” Inc. owned by the
members of the Board of Directors

The members of the Board of Directors own the following shares of “Bulgarian Real Estate
Fund” Inc.

» Investment Company Nadezda JSC, Chairman of the Board of Directors holds 200 000
shares of “Bulgarian Real Estate Fund” Inc. which represent 40% of the votes at the
General Assembly of the issuer.

= Pik Ltd., Deputy Chairman of the Board of Directors holds 22 000 shares of “Bulgarian
Real Estate Fund” Inc. which represent 4.4% of the votes at the General Assembly of the
issuer.

= New Account Ltd., Executive Director does not hold shares of “Bulgarian Real Estate
Fund” Inc.

The Issuer has not established options on its securities.

There are no agreements for participation of the employees in the capital of the issuer.
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7. SHAREHOLDERS WITH SIGNIFICANT PARTICIPATION. TRANSACTIONS WITH
RELATED (INTERESTED) PARTIES

7.1 Data about the shareholders owning over 5% of the voting shares

Investment company Nadezda AD with head office and address in the Republic of
Bulgaria, Sofia, 4 Luben Karavelov Str., owns 200 000 voting shares from the capital of
“Bulgarian Real Estate Fund” Inc. which represent 40% of the votes at the General
Assembly of the issuer.

None of the remaining shareholders of the Company has over 5% of the voting shares.

From the date of incorporation of the Company to the date of preparation of this
Registration Document there were no material changes in the number of shares owned by
the above mentioned shareholders.

7.2 Data about the person/s, who exercise direct or indirect control over the Issuer

There are no persons who are in position of exert control over “Bulgarian Real Estate
Fund” Inc. pursuant to paragraph 1, item 13 from the Additional provisions of POSA.

7.3 Transactions with related parties

7.3.1 Information about transactions with related parties for the period from the
beginning of the last 3 financial years until the date of preparation of the
Registration Document

From its incorporation to the present moment the company has not made transactions with
related parties (pursuant to item 6.3.2. of Appendix No.2 to Article 3, paragraph 3, item 1
of Regulation No. 2 on the prospectuses for public offering of securities and disclosure of
information from the public companies and other issuers of securities), which are of
material importance for the issuer or for the related parties, or are unusual for the issuer in
type and/or condition. There are no offers for such transactions.

“Bulgarian Real Estate Fund” Inc. has not released loans and has not taken guarantees of
related parties or in favour of related parties (pursuant to item 6.3.2. of Appendix No.2 to
Article 3, paragraph 3, item 1 of Regulation No. 2 on the prospectuses for public offering
of securities and disclosure of information from the public companies and other issuers of
securities).

7.3.2 The information announced under art. 114b of POSA by the members of the
managing and supervisory bodies, the procurator and the persons, who
directly or indirectly hold at least 25% of the votes in the General Assembly or
control it

Information announced under art. 114b of POSA by the members of Board of Directors of
“Bulgarian Real Estate Fund” Inc.

a) the legal entities, in which they have either directly or indirectly at least 25 percent of
the votes in the General Assembly or over which have control
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The legal entities - members of the Board of Directors of "Bulgarian Real Estate Fund"
Inc., as well as their representatives, do not hold, directly or indirectly, at least 25 percent
of the votes in the General Assembly and do not have control over other legal entities.

b) the legal entities, in whose managing or supervisory bodies they participate or whose
procurators are

The legal entities — members of the Board of Directors of the "Bulgarian Real Estate Fund"
Inc., do not participate in managing or supervisory bodies of other legal entities.

The physical persons — representatives of the legal entities, pursuant to art.234, paragraph
1, sentence 2 from the Commercial Act, participate in managing bodies of other legal
entities as follows:

= Borislav Niklev — representative of the Investment Company Nadezda JSC in the
Board of Directors of the Company, is a Chairman of the Board of Directors and
Executive Director of Investment Company Nadezda JSC, member of the Board of
Directors and Executive Director of First Insurance Brokerage Company AD and
Manager of Globus In Ltd.;

= Alexander Georgiev - representative of Pik Ltd. in the Board of Directors of the
Company, is also Manager of Pik Ltd., and Chief Accountant of Forem Consulting
Bulgaria Ltd.;

= Nikolay Skarlatov - representative of New Account Ltd. in the Board of Directors
of the Company, is Manager of Skarli OOD, Skarli EOOD, Skarli Frigo OOD and
Delial OOD.

¢) any present and future transactions known to such persons in respect of which they can
be recognised as interested parties pursuant to art.114, paragraph 5 of POSA.

The members of the managing body of the "Bulgarian Real Estate Fund" Inc. are not aware
of any present or future transactions which could lead to recognising them as interested
parties pursuant to art. 114, paragraph 5 of POSA.

Information announced under art. 114b of POSA by the persons who directly or indirectly
hold at least 25% of the votes in the General Assembly of “Bulgarian Real Estate Fund”
Inc. or control it

Investment Company “Nadezda” JSC, member of the Board of Directors of "Bulgarian
Real Estate Fund" Inc., is at the same time a shareholder that directly holds 40 percent of
the votes in the General Assembly of the Company. As mentioned above, Investment
Company “Nadezda” JSC does not participate in other legal entities in the sense of
art.114b paragraph 1, items 1 and 2 from the Public Offering of Securities Act, and there is
no information available about current or future transactions, which could lead to
considering the Investment Company ‘“Nadezda” JSC as an interested party, pursuant to
art. 114, paragraph 5 from POSA.

There are no other persons who hold, either directly or indirectly, 25 percent of the votes in
the General Assembly of the Company or exercise control over it.

7.4 Information about whether any of the experts or consultants, pointed out in this
document, holds significant number of shares of the Issuer, has significant
direct or indirect economic interest in the Issuer and/or his remuneration
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depends on the success of the public offering, for which this document has been
prepared

The experts and consultants, pointed out in this document, do not hold significant number
of shares of the Issuer and do not have significant direct or indirect economic interest in the
Issuer. Their remuneration does not depend on the success of the public offering, for which
this document has been prepared.
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8. DATA ABOUT THE DEPOSITORY BANK

8.1 General Information

Name: DSK Bank EAD

Head office and address: Republic of Bulgaria, Sofia
19 Moskovska St

Telephone: (+359 2) 980 40 58

Fax: (+359 2) 980 24 22

E-mail: office@dskbank.bg

Web-site: www.dskbank.bg

BULSTAT code: O 121830616

Tax number: 1223011000

8.2 Date of incorporation, number and date of the permission (license) for banking
activity

DSK Bank EAD is listed in the Trade Register with Decision No. 1 of Sofia City Court
dated 26.01.1999 under company file Ne 756/1999, lot 875, volume 16, register II, page 22.

DSK Bank EAD has a license for banking activity No. b 03.

DSK Bank EAD complies with the requirements of art.173 of POSA and is included in the
list of banks meeting these requirements, approved by the Vice-chairman of FSC who is in
charge of “Supervision of Investment Activities” Department, and by the Bulgarian
National Bank.

8.3 Material conditions of the contract with the special purpose investment
company

By virtue of Contract for Depositary Services as of December 29, 2004 signed between
“Bulgarian Real Estate Fund” Inc. and Bank DSK EAD, “Bulgarian Real Estate Fund” Inc.
assigns on the condition and under the provisions established and allowed by law, DSK
Bank with the role of depository bank which will be executed for remuneration and
consists of depositary financial services, i.e.:

1. to accept for safe-keeping cash and securities by opening and keeping accounts under
the name of “Bulgarian Real Estate Fund” Inc.;

2. to effect payments and operations upon orders by “Bulgarian Real Estate Fund” Inc. on
the Company’s behalf and at its expense for servicing and administering the
Company’s assets in cash and securities, within the funds available at the Company’s
cash and securities accounts with DSK Bank EAD;

3. to service the payments and operations in the securities transactions of “Bulgarian Real
Estate Fund” Inc. regarding the investment of its assets;

4. to store the originals of the title deed documents for the real estate properties of
“Bulgarian Real Estate Fund” Inc.

This Contract is signed without a specific term.
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The depository bank has all relevant contractual obligations, which are required by the
Special Purpose Investment Companies Act, POSA and the regulations for their
application, including the following: to safe-keep and account for the company assets
separately from its own and other assets deposited with the bank; to make all payments in
compliance with the requirements stipulated in the Articles of Association and the
Prospectus of the Company and to ensure the utilisation of the Company’s revenue in
compliance with these document and the law, including to control that the limit on the
expenses of the Company as per the Articles of Association is observed.

According to the Contract for Depository Services the monthly fee for safe-keeping of
government securities, registered at the BNB is BGN 100, while for securities registered in
the Central Depository - BGN 50. The monthly maintenance fee for a current account is
BGN 5 and EUR 3 for a currency account. The fee for effecting payments is according to
the acting tariffs of DSK Bank EAD.

The Contract for Depository Services could be terminated without notice under mutual
agreement or under circumstances, which involve legislative prohibition or obstacles to the
continuation of the Contract.

The Contract for Depository Services could be terminated with unilateral written notice by
each of the contracting parties: a one-month notice by “Bulgarian Real Estate Fund” Inc.
and a two-month notice by DSK Bank EAD. The termination notice should define the way
for a final arrangement of the property relations according to the acting legislation.

In case of termination of the Contract, DSK Bank EAD will transfer the assets of
“Bulgarian Real Estate Fund” Inc., along with all necessary documents to a new depository
bank specified by “Bulgarian Real Estate Fund” Inc. The transfer of the cash and securities
should be carried out within three days after “Bulgarian Real Estate Fund” Inc. has
specified the new depository bank, with term for the cash starting when specific accounts
with the new depository bank have been defined.

8.4 Information about substitution of the depository bank, reasons for the
substitution, number and date of the FSC approval

As of the date of this Registration Document, “Bulgarian Real Estate Fund” Inc. has not
replaced its depository bank
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9. DATA ABOUT THE SERVICING COMPANY

9.1 Name, head office and address, number and lot of listing in the Commercial
Register, BULSTAT code and tax number

Name: MNI Ltd.

Head office and address: Republic of Bulgaria, Sofia
9 Narodno Sabranie Sq.

Number and lot of listing The company is listed by Decision of Sofia City

in the Commercial Register: Court on company file No. 12125, lot 88393,
volume 1116, register I, p. 118

BULSTAT code: 131331330

Tax number: 4220009675

9.2 Brief information about the professional experience of the company

MNI Ltd. is a newly established company with principal activity “Servicing and
maintenance of real estate acquired by special purpose investment companies, carrying out
construction works and improvements, book-keeping and storing of accounting and other
documentation and correspondence, carrying out all other required activities as a servicing
company pursuant to Article 18, para 2 of the Special Purpose Investment Companies Act,
as well as any other activity not prohibited by law”. The capacity of MNI Ltd. to carry out
the activities associated with the use and maintenance of the acquired real estate is
determined by the exceptional expert capacity of the professionals it avails of and their rich
experience in the financial and administrative spheres as well as in real estate management.
The persons directly committed to the activities of real estate management of “Bulgarian
Real Estate Fund” Inc. will be the following partners in MNI Ltd.: Chavdar Ivanov
Donkov, Mario Isham-Saadi Al-Jebouri and Kaloyan Yonchev Ninov.

Chavdar Donkov is the Manager of MNI Ltd.; he has graduated from the University of
National and World Economy in Sofia holding M.Sc. in Macroeconomics and also from
the University of Sofia St. Kliment Ohridski, with a Master’s degree in IT. Since April
1997 until February 2005 Mr. Donkov was ForEx Markets Dealer for First Investment
Bank AD, Sofia. From 2003 until now, Mr. Donkov was the manager of Solo Consult Ltd.,
one of the most successful real estate companies in Bulgaria for the time being, operational
mainly on the Southern Black Sea coast.

Mario Isham-Saadi Al-Jebouri graduated from the University of London, BCE, and from
the English Institute for Corporate Financiers. Mr. Al-Jebouri is a Certified Corporate
Financier. Mr. Al-Jebouri has been employed by the UK Department of Trade and Industry
of Great Britain (1993 — 1994); he was part of the Oil&Gas business consulting and audit
team of Arthur & Andersen, London (1994-1999); he lead the Oil&Gas M&A team
responsible for EMEA in Lazard Investment Bank, London (1999 — 2002). As of 2002
until today, Mr. Al-Jebouri is a managing partner of Forem Consulting Bulgaria, whereas,
since 2003 until the present day, he is the Senior advisor to the Prime Minister of the
Republic of Bulgaria on matters related to Iraq and the Middle East and National
Coordinator for the Bulgarian Government on its efforts to participate in the reconstruction
and redevelopment of Iraq.

Kaloyan Yonchev Ninov graduated from the University of National and World Economy
in Sofia, he holds a Master’s degree in accounting. He has a certificate on securities and
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money market studies from the London School of Economics and Political Science. Mr.
Ninov was a member of the Board of Directors and portfolio manager of Nadezda National
Privatisation Fund AD (1995 — 1996); securities broker, head of the securities department
and General Manager of First Financial Brokerage House Ltd. (1993 — 2001); MP in the
39th National Assembly of the Republic of Bulgaria (July — September 2001); Deputy
Minister of Economy — directly responsible for capital markets, the restructuring and
privatisation of state-owned assets (September 2001 — August 2003). Since August 2003
until today, Kaloyan Ninov is Manager of Balkan Holidays Ltd., Sofia, and in this capacity
he took part in numerous projects for reconstruction of hotel design-use buildings and real
estate management, as well as in the largest winter tourism project to date in Bulgaria in
Bansko (2003-2004) to the amount of € 50 million.

For the book-keeping and storing of the accounting documentation of ,,Bulgarian Real
Estate Fund” Inc., MNI Ltd. has employed Alexander Kirilov Georgiev - accountant.
Alexander Georgiev holds a Bachelor’s degree in Finance and a Master’s in Accounting
from the University of National and World Economy. Mr. Georgiev worked as an
accountant with Ogilvi & Mather Advertising Bulgaria EOOD (May, 2000-August 2001);
an auditor with Arthur & Andersen Bulgaria (September 2001-June 2002) and a Deputy
Chief Accountant with Petrol AD (July 2002 — August 2003). Mr. Georgiev is the manager
of Pik Ltd.; as of September 2003 until today, he is the chief accountant of Forem
Consulting Bulgaria Ltd.

MNI Ltd. intends to employ Encho Tenev Enev as a consultant for specific investment
projects. Encho Enev is a Law graduate of the Sofia University (1994). Mr. Enev was legal
advisor for Kremikovski Stroitel AD (1994 - 1995) and a legal advisor for Glavbolgarstroy
AD (1995-1998). As of 1999 until today, he is a member of the Board of Directors of
Gasstroymontaj AD, and since 2000 he is a member of the Board of Directors of Metalni
Konstruktzii AD. Mr. Enev is an attorney-at-law with the Sofia Lawyers Association since
1999, he has specialised in commercial and contractual law, international contractual law,
construction contracts according to the Rules of IFCE /the International Federation of
Consulting Engineers/. For the period 1997-2003 he was a legal consultant on the project
for the construction of the Hilton Hotel /financing contracts, joint venture, construction,
corporate issues/, and, since 2003, he is a legal expert on the project for the construction of
Sofia Airport /construction contracts and consulting contracts under IFCE/.

In addition to its own resources, MNI Ltd. has signed contracts with subcontractors - real
estate agencies - specialising in the various aspects of the servicing and management of the
acquired real estate, including brokerage services in real estate sale and rental transactions,
real estate management and maintenance, as well as support for various design,
architectural and construction activities.

For the legal aspects of the activity of ,,Bulgarian Real Estate Fund” Inc. and the servicing
of the actions and transactions with real estates and real rights to them, MNI Ltd. shall hire
a law office specialising in real estate.
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9.3 Brief information about the professional experience of the subcontractors — real
estate agencies

9.3.1 Elta Consult JSC

Elta Consult CB Richard Ellis is among the leading real estate agencies on the Bulgarian
real estate market. It was established in 1991 as Elta Consult Ltd. and for 14 years it has
managed to build a name of high professionalism and correctness among its numerous
customers. The high quality of service imposed by the company resulted in Elta Consult
nomination in 2003 for an associated partner for Bulgaria of CB Richard Ellis (CBRE)- a
leading international real estate company, acknowledged as one of the best performing real
estate agencies worldwide. As part of the CB Richard Ellis team, Elta Consult has the
opportunity to benefit from the experience and the know-how accumulated for many years
by the thousands of CBRE employees in over 250 offices in more than 50 countries around
the world. As of today, the total assets managed by CBRE exceed USD 14 billion, whereas
the total revenue from sales transactions with the participation of CB Richard Ellis in 2003
is over USD 50 billion.

Operating in an increasing competition in the area of real estate, the company’s employees
offer quality services in the following areas:

= Brokerage services (real estate sales and rentals);
= Commercial representation - buyer/tenant and owner/lessor;

= Valuations of real estate by using various valuation methods specially tailored to
the needs of various corporate and international customers, banks and investment
funds;

= Consulting services - market research papers and portfolio analyses;
= Market trends analyses and forecasts.

Elta Consult CB Richard Ellis carries out business valuations of real estate, whole
enterprises, valuations for extending bank credits and the relevant collaterals, sale of real
estates, as well as development of business plans for credit extension, cash-flow analyses
and investment analyses.

The market research and the analyses developed by the Elta Consult experts are
provided to customers for the purpose of supplying full information about the dynamics of
the real estate market, which, in its turn results in making the right investment decisions.

Elta Consult CB Richard Ellis is a member of the American Chamber of Commerce in
Bulgaria, CEREAN — Central Eastern Real Estate Associations Network, National Real
Property Association (NRPA), Bulgarian Industrial Association, Bulgarian Chamber of
Commerce and Industry, etc.

As of the end of 2002, the manager of the company Valeri Leviev became an Honorary
Chair of the Central Eastern Real Estate Associations Network and a former president for
the years 2001 and 2002. He was one of the founders of the National Real Property
Association and the Chair of the Board of Directors for 1995 and 1996.

The main priorities of the company are focused on the development of the local real estate
market and attracting big international investors to Bulgaria in order to introduce world
standards in the area of private and public property.
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9.3.2 Settle Ltd.

The Settle Agency was established in 1994 under the name “Nakit”. The agency is
operating successfully on the Bulgarian market for more than ten years and has proven
itself as one of the real estate leaders. The principal activity of the company is:

= Brokerage services in real estate sales and rentals;

= Real estate management;

= Hotel suites;

= Development, implementation and control of investment projects.

The services of the Settle Agency include professional advisory services and up-to-date
information in the area of real estate and construction as well as on the relevant laws and
regulations, credits and financing, insurance, savings-security programmes.

As for the time being, Settle has over 4000 corporate and individual customers from
various industries. The team of the agency consists of motivated and highly qualified
experts who have experience in the area of real estate, law, marketing and public relations.
Settle has an established technical support unit, which provides fast, effective and
continuous service of the managed properties.

9.4 Material conditions of the contract with the special purpose investment
company

By virtue of a Contract for carrying out activities as a servicing company as of 11 January
2005, ,,Bulgarian Real Estate Fund” Inc., in its capacity of a special purpose investment
company under the Special Purpose Investment Companies Act assigns, whereas MNI Ltd.
accepts against the payment of the compensation agreed and under the terms and procedure
set forth in the Contract to provide to ,,Bulgarian Real Estate Fund” Inc. the following:

A) consultations and analyses regarding the investment strategy of ,,Bulgarian Real Estate
Fund” Inc., expressed in:

» Preparation of research and analyses, forecasts and assessments of the real estate
market in the country and drafting of motivated proposals to ,,Bulgarian Real Estate
Fund” Inc. for purchase of property right or limited property rights on real estate;

* Research on the condition of the real estate that is possessed by the Company or that
might be a target for acquisition by the Company with a view to the situation and the
forecasts for the development of the real estate market, and preparation of motivated
proposals for the way of management and/or transactions with the real estate, including
its giving for rent, lease or sale under specific terms;

»= Development of motivated proposals for changes in the investment objectives and the
restrictions in the investment activity and/or the type of real estate to be securitised, as
stipulated in the Articles of Association, the Prospectus or other internal documents of
“Bulgarian Real Estate Fund” Inc., when such changes are necessary or desired, taking
into consideration changes in the current legislation or market conditions.

B) Book-keeping and storing of the accounting documentation and the correspondence
regarding the activity of ,,Bulgarian Real Estate Fund” Inc.;

C) Servicing, maintenance and management of the real estate acquired by ,,Bulgarian Real
Estate Fund” Inc., construction of buildings and bringing about improvements in them in
the best interest of ,,Bulgarian Real Estate Fund” Inc., with the required care of an expert
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on the real estate market and while respecting the provisions of the law and of the Articles
of Association of ,,Bulgarian Real Estate Fund” Inc.

The Contract is concluded for a period of 7 years as from the day of the signing. In case
none of the parties objects in writing within ninety days from contract expiry, the contract
shall be deemed extended for additional 3 years.

MNI Ltd. is entitled to a quarterly compensation at the amount of 0.5% of the average
value of the assets held by ,,Bulgarian Real Estate Fund” Inc. for the respective quarter and
an additional annual compensation at the amount of 15% of the pre-tax profit of ,,Bulgarian
Real Estate Fund” Inc.

The contract shall be terminated upon the expiry of the agreed term; at the parties’ mutual
agreement expressed in writing; by a notice from the correct party for revocation of the
Contract, provided that the other party has failed in the fulfilment of any of their
commitments under the Contract or the damages effected thereof have not been corrected
within the term reasonably granted by the correct party, in view of the circumstances, as
from its notice to the other party regarding the non-performance.

9.5 Conditions for termination of the contract with the servicing company and its
substitution

The contract with the servicing company shall be terminated under the provisions set forth
in item 9.4. Upon termination of the Contract, the servicing company will be replaced with
another one in due course.

9.6 Information about substitution of the servicing company, reasons for the
substitution, number and date of the FSC approval

As of the date of this Registration Document, “Bulgarian Real Estate Fund” Inc. has not
signed any other contracts for performing activities as a servicing company and has not
replaced its servicing company MNI Ltd.
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10. DATA ABOUT THE APPRAISERS OF THE REAL ESTATE PROPERTIES

As at the date of preparation of this Registration Document, ,,Bulgarian Real Estate Fund”
Inc. has not acquired real estates for securitisation and has not assigned the preparation of
appraisals to independent appraisers. Prior to the starting of the actual real estate
securitisation, the Board of Directors of ,,Bulgarian Real Estate Fund” Inc. will nominate
proper experts who meet the requirements of Article 19 of the Special Purpose Investment
Companies Act and who have the necessary qualification and experience required for
appraisal of the real estates of the Company.
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11. FINANCIAL INFORMATION

11.1 The annual financial reports for the last 3 years, certified by registered auditor

“Bulgarian Real Estate Fund” Inc. has been registered in December 2004.

The audited annual financial statement is enclosed to this Registration Document.

11.2 Management Report/s under Article 33, para 1 of the Accountancy Act

The management report of the Company for year 2004 is enclosed to this Registration
Document.

11.3 Auditor’s reports for each of the periods for which audited financial reports are
required

The auditor’s report to the audited financial statement for year 2004 is enclosed to this
Registration Document.

11.4 Interim financial reports for the current year

By the date of the Registration Document, the Company was not required to prepare
interim financial reports.

11.5 Information about pending court, administrative or arbitration procedures as
well as decisions or claims for termination or for opening bankruptcy
proceedings for the Issuer

As of the time of preparation of this registration document, there are no pending court,
administrative or arbitration procedures as well as no decisions or claims for termination or
for opening bankruptcy proceedings for “Bulgarian Real Estate Fund” Inc.

11.6 Company’s dividend payout policy and information about the dividend per
share for the last 3 financial years

»Bulgarian Real Estate Fund” Inc. distributes dividends in accordance with the procedure
and the terms provided for under the Special Purpose Investment Companies Act (SPICA),
the Public Offering of Securities Act (POSA), the Commercial Code (CC) and the
Company’s Articles of Association, at the decision of the General Shareholders’
Assembly. According to the law and the Articles of Association, advance distribution of
dividends is not allowed. Right to receive dividend have the persons entered in the
Registers of the Central Depositary as shareholders by the 14™ day following the date of
the General Assembly, at which the annual financial statement is approved and a decision
on distribution of the profit is adopted.

,Bulgarian Real Estate Fund” Inc. is obliged to distribute as dividends at least 90% of the
annual profit, as set forth in Article 10, para 3 of the SPICA.
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The distributable profit is the net earnings (loss) adjusted with: costs/revenues from
subsequent revaluations of real estate; losses/gains from real estate purchase-sale
transactions; in the year of transferring the property ownership - wiht the loss/gain from the
difference between the selling price of the real estate and the sum of the historic cost of the
real estate and the subsequent costs resulting in increase in its book value; losses/gains
from the sales reported during the year of signing of financial lease contracts; in the year of
expiry of the financial lease contracts — by the loss/gain from the difference between the
revenue generated in the sale of the real estate as entered at the commencement of the
financial lease contract and the sum of the historic cost of the real estate and the
subsequent costs resulting in increase in its book value.

The dividends are paid to the shareholders within 3 (three) months from the General
Shareholders’ Assembly, which has decided on the distribution of the Company’s profit.

11.7 Material changes in the financial and trade status of the Issuer, which have
occurred after the date of publishing of the annual financial report

No material changes have occurred in the financial and trade status of the Company after
the date of preparation of the annual financial report.
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12. ADDITIONAL INFORMATION

12.1 Information about the shareholders’ equity of “Bulgarian Real Estate Fund”
Inc.

The shareholders’ equity of “Bulgarian Real Estate Fund” Inc. amounts to BGN 500 000
distributed into 500 000 ordinary, dematerialised, voting shares with par value of BGN 1
each.

All shares issued are fully paid in cash.

Since the establishment of ,,Bulgarian Real Estate Fund” Inc. up to now, no changes in the
shareholders’ equity, the number of shares in circulation or the class of shares have been
made.

,Bulgarian Real Estate Fund” Inc. does not hold any own shares. ,,Bulgarian Real Estate
Fund” Inc. has no subsidiary companies.

Based on the provisions of Article 5, para 3, Article 13 and § 2 of the Special Purpose
Investment Companies Act in ref. to Article 112b, para 1, in ref., to Article 112a, para 1 of
the Public Offering of Securities Act, the Constituent Assembly of ,,Bulgarian Real Estate
Fund” Inc., which was held on 04.10.2004, unanimously voted a decision for initial
increase of the company’s capital from BGN 500 000 to BGN 650 000 by the issue of new
150 000 ordinary shares with par and issue value of BGN 1 each.

No person holds options on the capital of ,,Bulgarian Real Estate Fund” Inc. There are no
persons to whom commitments have been undertaken under condition or unconditionally
to be issued options in their favour.

12.2 Information on the Articles of Association of ,,Bulgarian Real Estate Fund” Inc.

12.2.1 Description of the rights, preferences and restrictions characteristic for each
class of shares

The company has 500 000 (five hundred thousand) ordinary dematerialised voting shares
of BGN 1 (one) par value each.

The Company issues only dematerialised shares reported in the registers of the Central
Depositary AD.

The Company can issue ordinary shares constituting one class and providing their holders
with equal rights. Each ordinary share grants the right to a single vote in the General
Shareholders’ Assembly, the right to a dividend and a liquidation quota proportionate to its
par value. The shares issued as of the present moment (from the constituent issue), as well
as the shares to be issued in the mandatory initial capital increase, are ordinary shares.

After the mandatory initial capital increase, the Company may issue, pursuant to Article 15
of the Articles of Association, preferred shares granting different rights (and forming
respectively various classes of shares): a guaranteed dividend and/or buy-back privilege.
The preferred shares may be without voting rights.

Right to vote

Each ordinary share, as well as each privileged share, issued and bearing a voting right
shall grant the right to a single vote in the Company’s General Shareholders’ Assembly.
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The voting right in the General Shareholders’ Assembly shall be exercised by the persons
entered in the Registers of the Central Depositary 14 days prior to the General
Shareholders’ Assembly.

Wherever a decision proposal affects the rights of voters from one class, the voting shall be
done by classes, whereby the requirements of quorum and majority shall apply for each
separate class.

Wherever a resolution is taken for the waiving or the restriction of the privilege of
preferred shares issued without voting right, they shall acquire a voting right upon the
cancellation of such privilege.

Right to dividend

The Company shall distribute dividends in accordance with the provisions and the terms
set forth in the SPICA, POSA, CC and the Articles of Association, at the decision of the
General Assembly. The advance distribution of dividends is forbidden. The Company
mandatory distributes as dividends at least 90% of its profit for the respective financial
year as provided for under Article 10, para 3 of the SPICA. The dividends shall be paid to
the shareholders within 3 (three) months from the General Shareholders’ Assembly, which
has decided on the distribution of the Company’s profit.

Right to receive dividend have the persons entered in the Registers of the Central
Depositary as shareholders by the 14" day following the date of the General Assembly, at
which the annual financial statement is approved and a decision on distribution of the
profit is adopted. The shareholders entitled to a dividend may exercise their right by the
expiry of the 5-year effect of such right, whereby the right shall be extinguished and the
undelivered dividends shall be held by the Company.

Each ordinary share bears the right to a dividend proportionate to its par value. The amount
of the guaranteed dividend under the privileged shares (where such shares are issued by the
Company under the Articles of Association), as well as the terms and the procedure for
exercising the rights born by privileged shares shall be determined by the Company’s
specific decision for increase of the capital by the issue of such preferred shares. The
dividend on privileged shares bearing a guaranteed dividend right shall be paid each year
with precedence over the ordinary share dividends. In case the dividend under a preferred
non-voting share is not paid within 1 year and the payment overdue is not made in the
following year together with the relevant dividend, the preferred share shall acquire a
voting right, which will be in force until the payment of the outstanding dividends.

Right to liguidation quota

Each share shall bear the right to a liquidation quota proportionate to its face value.

Shareholders Preemption

Upon the increase of capital, except for the initial mandatory increase of capital, each
shareholder shall be entitled to acquire a portion of the new shares proportionate to his/her
share participation in the Company’s capital prior to the increase. This right may not be
waived or restricted by the authority passing the resolution for the increase of capital as set
forth by Article 194, para 4; and Article 196, para 3 of the CCA.

The preemptive right for acquiring new shares shall apply first to the shareholders from the
share class by which the stock capital is increased. The remaining shareholders shall
exercise their preemption following the exercise thereto by the shareholders referred to in
the preceding sentence.
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The entitlement to participation in the increase shall be granted to the persons acquiring
shares 14 days at the latest, following the date of the decision of the General Shareholders’
Assembly, or, where such decision has been taken by the Board of Directors, to the persons
acquiring shares 14 days at the latest, following the publication date of the announcement
for the public offering under Article 93, para 1 of the POSA.

12.2.2 Description of the conditions for summoning General Shareholders’ Assembly,
including the requirements for participation in the Assembly

The regular General Shareholders’ Assembly shall be held at the end of the first semi-
annual period after the end of the financial year. Extraordinary General Shareholders’
Assembly may be summoned at any time.

The General Assembly shall be summoned by the Board of Directors. The General
Assembly may also be summoned at the request of shareholders holding at least 5 per cent
of the Company’s shareholders’ equity.

The summoning shall be done by an invitation promulgated in the State Gazette, whereby
such promulgation shall be made at least 30 days prior to the date of the General
Assembly. Within the term under the preceding sentence, the invitation shall be placed in
at least one central daily newspaper and sent to the Financial Supervision Commission, the
Central Depositary and to the regulated market at which the Company’s shares are traded.
The contents of the invitation for summoning the General Assembly shall be determined in
accordance with the requirements of the effective legislation.

The shareholders holding at least 5 per cent of the Company’s shareholders’ equity shall be
entitled to request an amendment to the agenda stated in the invitation under the terms and
the procedure of Article 223a of the CCA.

The General Assembly shall include the shareholders having a voting right. The voting
right shall be exercised by the persons entered as shareholders in the registers of the
Central Depositary 14 days prior to the date of the General Shareholders’ Assembly. They
shall take part in the session in person or by proxy duly authorised by a letter of attorney
certified by a Notary Public under Article 116, para 1 of the Public Offering of Securities
Act. The members of the Board of Directors may not act as shareholder proxies.

The holders of privileged non-voting shares, as well as the members of the Board of
Directors, who are not shareholders, shall take part in the work of the General Assembly
without a voting right.

12.2.3 Description of each provision in the Issuer’s Articles of Association or in the
Rules regulating the work of the management body, which may lead to delay,
change or prevention of the substitution of the persons exercising control over
the Issuer in case of merger, acquisition or restructuring affecting the Issuer

The Articles of Association of the ,,Bulgarian Real Estate Fund” Inc. contain no provisions
which may effect a delay, a change or prevent the substitution of the persons exercising
control over the Issuer in the case of merger, acquisition or restructuring affecting the
Issuer.

The Company’s Articles of Association set forth a majority requirement exceeding the
majority provided for by the law for the election and the dismissal of members of the
Board of Directors. According to Article 230 of the CC, the adoption of such resolution
requires an ordinary majority of the represented shares, whereas the Company’s Articles of
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Association require a majority of % (three fourths) of the voting shares represented at the
meeting.

12.2.4 Description of the provisions in the Articles of Association referring to changes
in the capital, which are more restrictive than the requirements set forth by
the law

The Articles of Association of ,,Bulgarian Real Estate Fund” Inc. do not contain provisions
regarding changes in the capital, which are more restrictive than the requirements set forth
by law.

According to the law and the Articles of Association, the Company’s capital shall be
increased through issuing new shares against cash contributions or by the conversion of
convertible bonds into shares.

The Company’s capital may not be increased by the increase of the par value of the shares
already issued or by the conversion into shares of bonds, which have not been issued as
convertible. The Company’s capital may not be increased through the capitalisation of
profit under Article 197 of the CCA; by in-kind contributions under Article 193 of the CC;
as well as under the condition of such shares being purchased by specific persons as set
forth in Article 195 of the CC, in violation of the pre-emptive right of the shareholders
stipulated in Article 22 of the Articles of Association.

The capital increase shall be made at the resolution of the General Assembly or at the
resolution of the Board of Directors within the authorisation provided for in Article 43 of
the Articles of Association, whereby, within 5 (five) years from the Company’s entry in the
Commercial Register, the Board of Directors may increase the Company’s capital up to
BGN 100 000 000 by issuing new ordinary or preferred shares. According to Article 44 of
the Articles of Association, within the term set forth in the preceding sentence, the Board
of Directors shall be authorised to decide on issuing bonds (including convertible bonds)
with total amount of the bond loan up to BGN 100 000 000.

Upon the increase of capital, except for the mandatory initial capital increase, each
shareholder shall be entitled to acquire a part of the new shares corresponding to their
share participation in the Company’s capital prior to such increase. This right may not be
waived or restricted by the authority passing the resolution for the increase of capital as set
forth by Article 194, para 4 and Article 196, para 3 of the CC.

Upon increase of the Company’s capital, rights shall be issued in the meaning of §1, item 3
of the Supplementary Provisions of the POSA. Except for the case of the mandatory initial
capital increase, a single right shall be issued against each share in issue. The ratio of the
rights issued per one new share shall be determined in the decision for the capital increase.

The Company’s capital may be decreased by the invalidation of the shares bought back in
keeping the regulations of the effective legislation and the Articles of Association. The
Company’s capital may not be decreased by forcible invalidation of shares or buy-back of
ordinary shares as set forth in Article 111, para 5 of the POSA.

12.3 Grounds for termination of the Company

According to the Articles of Association and the CC, ,,Bulgarian Real Estate Fund” Inc.
shall be terminated upon:

* A resolution of the General Shareholders’ Assembly;
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= Expiry of the term for which the Company is incorporated. The Company was
incorporated for a term of 7 years as of the date of its entry in the Commercial Register.
The General Shareholders’ Assembly may decide to extend this term prior to its
expiration;

= (Claiming the Company insolvent;

= A decision of the registration court at the prosecutor’s claim, where the Company
pursued goals prohibited by the law;

* Where the net value of the Company’s property under Article 247a, para 2 of the CC
falls below the amount of registered capital and where, within one year, the General
Shareholders’ Assembly passes no decision as to decrease of the share capital,
transformation or termination of the Company;

» Board of Directors understaffing, where, for 6 continuous months, the number of the
members sitting on the Board is lower than the minimum provided for by the law.

In case the Company is to be terminated, a decision thereto has to be issued by the
Financial Supervision Commission. The persons appointed as Company’s liquidators or
trustees in bankruptcy shall be approved by the Financial Supervision Commission.

12.4 Description of each material contract, other than the contracts signed with
regard to the Company’s ordinary activity, under which the Issuer is a party

»~Bulgarian Real Estate Fund” Inc. has not signed any material contracts other than the
contracts related to the Company’s ordinary activity as from its incorporation until the date
of preparation of this Registration Document.

12.5 Information about each company in which the Issuer has (directly or indirectly)
long-term participation

,Bulgarian Real Estate Fund” Inc. does not hold (directly or indirectly) any long-term
interests in other companies.

12.6 Central daily newspaper to be used by the Issuer for publication of the
invitation for summoning the General Shareholders’ Assembly

,Bulgarian Real Estate Fund” Inc. shall publish the invitation for summoning the General
Shareholders’ Assembly in the Pari newspaper.

12.7 Information about the place, time and way to obtain additional information on
the Company

Investors can receive additional information about “Bulgarian Real Estate Fund” Inc. every
working day from 10:00 a.m. to 16:00 p.m. at the following addresses:

= the Issuer’s office:

Address: Sofia, 28 Shipka St.
Contact person: Nikolay Skarlatov

Telephone: (+3592) 944 66 73
Fax: (+3592) 846 51 75
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= the office of the Investment Intermediary “First Financial Brokerage House” Ltd.:

Address. Sofia, 4 Luben Karavelov St.
Contact person: Nadejda Dafinkicheva
Telephone: (+359 2) 987 72 96

Fax: (+359 2) 986 34 05

E-mail: nadia@ffbh.bg
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THIS REGISTRATION DOCUMENT WAS DRAFTED BY:

NIKOLAY SKARLATOV

NADEJDA DAFINKICHEVA

KATYA TODOROVA

THE UNDERSIGNED PERSONS IN THEIR CAPACITY OF REPRESENTATIVES OF
“BULGARIAN REAL ESTATE FUND” INC. AND INVESTMENT INTERMEDIARY
“FIRST FINANCIAL BROKERAGE HOUSE” LTD. HEREWITH DECLARE WITH
THEIR SIGNATURES DATED 18" oF FEBRUARY 2005 THAT THE
REGISTRATION DOCUMENT IS IN COMPLIANCE WITH THE REQUIREMENTS OF
THE LAW.

NEW AcCcOUNT EOOD,
EXCECUTIVE DIRECTOR

OF “BULGARIAN REAL ESTATE FUND” INC.,
NIKOLAY SKARLATOV

TODOR BRESHKOV,
MANAGER
OF INVESTMENT INTERMEDIARY “FIRST FINANCIAL BROKERAGE HOUSE”
LT1D.
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ANNEX

ANNUAL FINANCIAL REPORT OF THE
COMPANY
AS OF 31.12.2004
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