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1. IMPORTANT NOTICES

This Prospectus is a prospectus only within the meaning of the Capital Markets Act. No governmental authority other
than the Czech National Bank or any other person has approved this Prospectus, and any representation to the
contrary is untrue.

The Issuer has not authorized any representation or information regarding the Issuer or the Bonds other than as
contained in this Prospectus. Any such representation or information should not be relied upon as having been
authorized by the Issuer. Unless otherwise indicated, all information in this Prospectus is given as of the date of this
Prospectus. The delivery of this Prospectus at any time does not imply that the information contained in it is correct as
at any time subsequent to the date of this Prospectus.

The obligations of the Issuer in respect of the Bonds are not in any way guaranteed by, or otherwise backed by the
credit of, the Czech Republic, or any agency, ministry, or political subdivision (administrative and self-governing
authority) thereof.

The distribution of this Prospectus, and the offering, sale, or purchase of the Bonds in certain jurisdictions are
restricted by law. The Bonds will not be listed, registered, authorized, or approved in any jurisdiction by any
administrative or other authority other than the Czech National Bank. In particular, the Bonds will not be registered
under the U.S. Securities Act of 1933, and may not be offered, sold, or delivered within the United States or to any U.S.
persons other than in reliance on the exemption from the registration requirement of such Act or in a transaction that is
not subject to such registration requirement. Persons into whose possession this Prospectus comes are responsible for
compliance with any restrictions applicable in such jurisdictions to the offering, purchase, or sale of the Bonds, or the
possession and distribution of any materials relating to the Bonds.

Information under the heading “Taxation and Foreign Exchange Regulation in the Czech Republic and Luxembourg”,
and “Enforcement of Civil Liabilities Against the Issuer” is given solely as general information and has been obtained
from public sources that have not been processed or independently verified by the Issuer. The Issuer does not take any
responsibility for the accuracy, truthfulness, or completeness of such information. In addition, as a consequence of
major political, economic, and other structural changes in the Czech Republic in recent years, the information given
under such headings may not be deemed to be indicative of further developments. Prospective purchasers of the Bonds
should rely solely on their own analysis of the factors described under these headings and on their own legal, tax, and
other professional advisers.

Purchasers of the Bonds, especially those from foreign countries, are advised to consult their own legal and other
advisers as to the provisions of applicable laws, including, but not limited to, the foreign exchange and tax regulations
of the Czech Republic and/or Luxembourg, the countries of which they are residents, and any other relevant
Jurisdictions, as well as any international treaties and the impact thereof on the particular investment decision.

The Bondholders, including all prospective foreign investors, are required to keep themselves informed of all laws and
regulations governing the holding of the Bonds, the sale of the Bonds abroad, the purchase of the Bonds from abroad,
and any other transactions in the Bonds, and to comply with these laws and regulations.

To the extent required by general binding laws and regulations and the regulations of each official securities market on
which the Bonds are admitted to trading (if applicable), the Issuer will publish reports on the results of its operations
and its financial position, and comply with the information requirements.

The Prospectus, the Annual and Semi-annual Reports and copies of relevant financial statements and audit reports are
available for inspection without charge during regular office hours from 9:00 a.m. to 4:00 p.m. at the Issuer’
registered office at 5 Boulevard de la Foire, L-1528, Luxembourg, Luxembourg and at Issuer s office in Prague at Na
Strzi 65/1702, 140 62 Prague 4, Czech Republic. The documents are also available on the Issuer’s website
Www.ecm.cz.

The Prospectus is also available for inspection at no charge in the Lead Managers registered office at Olbrachtova
1929/62, 140 00 Prague 4 and in the Lead Manager's office at Na Perstyné 1, 110 00 Prague 1, in both cases during
regular office hours from 9:00 a.m. to 4:00 p.m.

As long as any of the Bonds are outstanding, a counterpart of the Fiscal and Paying Agency Agreement will be
available for inspection without charge at the Paying Agent’s Specified Office during regular business hours from 9:00
a.m. to 4:00 p.m. For more details see the heading “Terms and Conditions”.

Any assumptions and projections concerning the future development of the Issuer, its financial situation, line of
business, or its position in the market may not be construed as representations or promises of the Issuer regarding
future events or performance, as such future events and performance are subject, in whole or in part, to effects and
events beyond the direct or full control of the Issuer. Prospective purchasers of the Bonds should make their own



analysis of any developmental trends and projections contained in this Prospectus, or if required, conduct their own
independent investigation, and base their investment decisions on the results of such independent analysis and
investigation.

Unless otherwise indicated, all financial information of the Issuer is based on the International Financial Reporting
Standards (hereinafter referred to also as “IFRS”). Certain figures included in this Prospectus have been subject to
rounding adjustments. Accordingly, figures shown for the same item of information presented at different places may
vary slightly, and figures shown as sums of certain values may not be an arithmetic aggregate of the figures preceding
such totals.

The definitions of certain terms used herein are set forth under the heading “List of Definitions, Terms, and
Abbreviations.”

If this Prospectus is translated to another language, the English language version of this Prospectus will prevail in the
event of any interpretation inconsistencies between the Czech language version and any other language version of this
Prospectus.

By admitting the Bonds to trading on the Prague Stock Exchange, the Prague Stock Exchange does not assume any
obligations in respect of the Bonds.
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2. SUMMARY

This summary should be read as an introduction to the Prospectus and is intended to provide investors with certain
basic information about the Issuer and the Bonds, as explained in greater detail elsewhere in the Prospectus. This
summary is not intended to be comprehensive and does not contain all the information that could be material for
investors when deciding on their investment in the Bonds. Any decision to invest in the Bonds should be based on
consideration of the Prospectus as a whole by the investors, i.e. all potential investors should properly review the
entire Prospectus, including the financial statements and relevant comments thereon, prior to making any investment
decision. Investors should particularly consider the risk factors discussed in the “Risk Factors” chapter.

Where a claim relating to the information contained in the Prospectus is brought before a court, the plaintiff investor
might have to bear the costs of translating the Prospectus before the legal proceedings are initiated if it is not stated
otherwise by the legal provisions. Civil liability is attached to those persons who have tabled the summary, including
any translation thereof, but only if the summary is misleading, inaccurate or inconsistent when read together with the
other parts of the Prospectus.

BRIEF DESCRIPTION OF THE ISSUER

Information about the The Issuer is the holding company of a real estate development and

ISSUET...eouiiieiiiieeieee e investment group, which principal activity is the development of
commercial and residential real estate focusing on markets in the
Czech Republic and Russia. The group (including the Issuer and any
of its subsidiaries controlled by the Issuer according to Section 66a
of the Commercial Code, hereinafter referred to as the “Group”) is
also involved in real estate investment and is involved in facility
management of commercial and residential real estate in the Czech
Republic. The Group opened its office in Moscow and entered the
market in Russia in 2005 and is considering expanding its activities
into other countries in Central and Eastern Europe.

Business The Group has invested across a diverse range of property

OVETVIEW....eeiiiieeiiieiieeieecreeveeieeeeeeseveeseeseeenes segments, including the office segment, the retail segment, the
hotel segment and the residential segment, and is considering
investing in the warehousing/logistics segment and the light
industrial production premises segment. The Group’s portfolio and
pipeline reflects its strategy of developing a portfolio with wide
regional and segmental diversification.

As at 30 June 2006, the Group owned a property development and
investment portfolio valued (under IFRS methodology) at EUR
111.19 million made up of 14 properties with a total lettable area of
185,435 m”. As at 31 December 2005, the Group’s development and
investment portfolio was valued (under IFRS methodology) at EUR
98.06 million and was made up of 15 properties with a total lettable
area of 220,715 m*. The Group has expanded its development and
investment portfolio in the Czech Republic and Russia to 19
properties since 30 June 2006.

Equity INterests........ccoeeverereeereeierieie e Subsidiaries




Controlling Shareholder............cccccveevevvriennnnnen.

Interim Financial Information

Subsidiaries

Country of
incorporation
30 September
2006

ECM Finance a.s. Czech Republic 98.39%
ECM Real Estate Investments, k.s. Czech Republic 100%
CITY PARKVIEW s.r.0/SPV Court, s.r.0. Czech Republic 100%
CITY TOWER s.r.0./SPV TOWER, s.r.0. Czech Republic 100%
LANCASTER as. Czech Republic 100%
TABULA MAIOR, a.s. Czech Republic 95%
TABULA MINOR, a.s. Czech Republic 95%
2P, sro. Czech Republic 100%
ECM Byty s.r.0. Czech Republic 100%
Residence Unhoit a.s. Czech Republic 100%
ECM Real Estate Consulting (Beijing) Co.Ltd. CNina 100%
ECM Hotel Operations EUROPORT s.ro.  CZech Republic 100%
ECM Hotel Operations Plzefi s.r.o. Czech Republic 100%
ECM OFFICES LIBEN s.r.0. Czech Republic 100%
ADARKON a.s. Czech Republic 100%
EPOQUE HOTEL a.s. Czech Republic 100%
EPOQUE - LANCASTER as. Czech Republic 100%
ECM CITY POINT a.s/HUANTA a.s. Czech Republic 100%
DORMIDA as. Czech Republic 100%
ECM Facility a.s. Czech Republic 100%
ECMREGIONS CZ S. arl. Luxembourg 100%
ECM Airport Center a.s. (2) Czech Republic 49.5%
SPV POINT, a.s. Czech Republic 100%
EKZ Tschechien 4 Immobiliengesellschaft Czech Republic 50%
:T(; ELEMENT S.r0. Czech Republic 100%
Ostrava Office Center, a.s. Czech Republic 100%
MV CENTRUM a.s. Czech Republic 100%
Czech Real Estate Regions S.a.r.l. Luxembourg 50%
ECE City Empiria, s.r.0. Czech Republic 100%
Ryazan Investors Company Russia 100%
Ryazan Shopping Mall Russia 100%
Ryazan Hold company Russia 1%
GRASLON a.s. Czech Republic 100%
STROMOVKA OBCHODNI CENTRUM, a.s.  Czech Republic 100%

ECM Group N.V.

The selected consolidated financial data provided below has been
derived from the Issuer’s unaudited Consolidated Financial
Statements for the nine-month period ended 30 September 2006,
and the Issuer’s reviewed Interim Consolidated Financial
Statements for the six-month period ended 30 June 2006 (which
include the corresponding income statement figures for the period




ended 30 June 2005), and the Issuer’s Audited Consolidated
Financial Statements for the year ended 31 December 2005, each
included in this Prospectus, which were prepared in accordance
with IFRS or IAS 34, and should be read in conjunction with such
Interim Consolidated Financial Statements and the Audited
Consolidated Financial Statements, as the case may be.

Balance sheet

As at
30 As of
September As of 31 December
2006 30 June 2006 2005
(unaudited) (unaudited) (audited)

(in EUR thousand)

Investment property 183,206 75,801 65,000
Other non-current assetS.......cceveeeennnanannnnn. 27,406 24,505 22,726
Total current assetS....coooiiiiiiieieeeeeiaaaannn, 53,958 50,019 44,730
Total equUIity ..o 58,728 63,021 47,423
Total non-current liabilities ...................... 151,123 51,800 73,923
Total current liabilities ............................. 54,719 35,504 11,110
Balance sheettotal................................... 264,570 150,325 132.456

Income statement

Nine-month
period ended

30 Six-month period ended
September 30 June
2006 2006 2005
(unaudited) (unaudited) (unaudited)

(in EUR thousand, except as otherwise indicated)

Net rental and related income................... 2,497 872 509

Net valuation gains on investment 10,992 10,596 17,403

3 e =) 2

Profit/(Loss) on the disposal of “421) “421) —

investment property ........ccoeeiiiiiiiiianaaan.n.

Profit/(Loss) on the disposal of trading 260 260 —

3 e 7= 5 2

Net financing income (eXpense)............... 12,872 13,057 (1.261)
NEE PLOTI c e 17,738 16,660 11,688

Year end financial information........................... The selected financial data provided below has been derived from the

Issuer’s Audited Consolidated Financial Statements for the years ended
31 December 2005 and 31 December 2004 (which include the
corresponding figures for the year ended 31 December 2003) included
in this Prospectus, which were prepared in accordance with IFRS, and
should be read in conjunction with such Audited Consolidated Financial
Statements.




Balance sheet
Year ended 31 December

2003 (audited

as
2005 2004 corresponding

(audited) (audited) figures)

(in EUR thousand)

Investment property..........ccevevereeveieneenenne 65,000 60,134 32,666
Other non-current assets ...........c...oeveeveenven. 22,726 19,715 21,707
Total current asSetS...........covveeveevrveevveeireeenenns 44,730 11,927 63,778
Total eqUILY....coeeeveecieieeeieeerrcccceeeeee 47,423 24,109 18,189
Total non-current liabilities ..............cc.coc.v... 73,923 55,928 86,728
Total current liabilities...........c..ccoveeveereennn. 11,110 11,739 13,234
Balance sheet total.............ccoeeveenieieecreennn. 132,456 91,776 118,151

Income statement

Year ended 31 December
2003 (audited as
corresponding
2005 (audited) 2004 (audited) figures )
(in EUR thousand, except as otherwise indicated)

Net rental and related

INCOME ..o 627 1,578 363
Net valuation gains on

investment property ........... 31,656 7,578 2,994
Profit/(Loss) on the

disposal of trading

PIOPETLY e 1,064 686 (147)
Net financing .. (2,451) (1,960) (2,152)
Net profit (loss) 20,710 3,548 (5,560)

Cash flow statement

Year ended 31 December

2003 (audited as

corresponding
2005 (audited) 2004 (audited) figures)
(in EUR thousand)
Cash flow from operating
ACHIVILIES. cvvvveeierrrne (4,994) 18,859 (14,432)
Cash flow from investing
ACtIVILIES ..o (5,577) (7,459) 1,946
Cash flow from financing
ACHIVItIES. .. 12,269 (15,546) 17,023
Material Changes in Financial Condition............ Between the date of 3Q-year results and the date of this

Prospectus, there have been no significant changes affecting the
Issuer’s operations and/or financial condition.

Litigation and Arbitration...........cccccecevcerenennnn As of the date of this Prospectus, the Issuer believes that the
litigation involving the Issuer will not have a significant impact on
the financial condition, future results of operations, or cash flows
of the Issuer or its financial group.

Strategic ObJeCctiVes.......c.evvevereeeierieeeerieeienenn An IRR maximisation driven investment strategy.
Build on position in its core markets & further diversify portfolio:
Czech Republic, Russia.
Focused on value creation & less competitive market places with
lower risk.
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Issuer’s Auditor.........ccoeverenieieieeeeeceeeeee Deloitte Audit s.r.o., with its registered office at Karolinska 654/2
186 00, Prague 8 — Karlin, Czech Republic.

Risk FacCtors......cccueevieeiieiie it Risk related to the Group’s business:

The Group may not obtain at all or in a timely manner all
required permits and consents for the completion of its
property development projects.

The Issuer may be unable to effectively manage its
expansion and the consequences of its internal and external
growth.

Competition in the markets in which the Group operates
may intensify in the future.

The Group is exposed to oversupply in its key markets.
Future development projects and acquisitions of property
portfolios by the Issuer could prove unsuccessful.
Unexpected problems and unrecognised risks could arise in
the Issuer’s existing and future development projects.

The Issuer will continue to depend on its ability to identify
profitable development projects.

The Issuer may not have title to property or shares.

The Issuer may be obliged to indemnify its subsidiaries for
negative financial performance.

Insurance may not cover all losses relating to the Group’s
properties and the Issuer may suffer material losses in
excess of insurance proceeds.

The Group may not be able to attract and retain sufficiently
qualified personnel in the countries in which the Group
operates.

The Issuer is exposed to financing risk.

The Issuer is exposed to interest rate risks.

The Issuer is exposed to currency risks.

The Issuer is exposed to tax risks.

The Issuer may be exposed to changes in tax law.

Risks related to the real estate industry:

The Issuer faces a number of general risks related to the real
estate industry.

The Group’s properties may be subject to increases in
operating and other expenses.

Changing residential trends may adversely affect sales of
developments.

The Issuer is exposed to leasing risks.

The Issuer is exposed to valuation risks.

The Issuer is exposed to location risks.

The Issuer is exposed to the risk of illiquidity of real estate
investments.

The Issuer is exposed to concentration risk.

The Issuer is exposed to maintenance risks.

The Issuer is exposed to risks of environmental claims.

The Issuer is exposed to risks associated with its
investments in development projects.

Risks related to the geographic markets in which the Issuer
operates and Central and Eastern Europe:

Economic or political developments in the Czech Republic
and Russia could have a material adverse effect.
The legal systems and procedural safeguards in the Czech
Republic and Russia are not yet fully developed.
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SECURITIES INFORMATION SUMMARY

ISSURT ...ttt ECM REAL ESTATE INVESTMENTS A.G.

BONAS ... CZK 2,000,000,000 floating rate due in 2012. The Bonds are
bearer bonds issued in certificated form.

Face value of aBond ........ccccvvvviiiiiiiiiiiee, CZK 1,000,000

ISSUE PIICE...eouvieiiieiieeiieeeecie e 100% of the nominal value of the Bonds

LAStNE . cevieiiieeiee ettt The Issuer has applied for admission of the Bonds to trading
on the secondary market of the PSE.

IsSue Date ...c..ooveveeeiiiiiiicccccce e 30 March 2007

Final Redemption Date..........ccccvevieevenieniieieeeen, 30 March 2012

ISIN oo CZ0000000211

Redemption of the face value of the Bonds............. One-off redemption as of the Final Redemption Date in the
amount of 100% of the face value of the Bonds

Interest payment day.........ccocceveeevienieniierieeieeeene Semi-annually in arrears

Interest (COUPON) ....cccveerrieeiieiiieeieerreeereesveeeneenes Floating, 6M PRIBOR + Margin

Interest calculation convention..........ccceeceeveenueennen. Act/360

Bonds offering and its limitation .............ccccccvvenen. The Issuer has offered, is offering, or will offer the Bonds to

investors only in circumstances under which no obligation to
prepare a prospectus of the Bonds arises. The Bonds shall be
offered and allocated following a book-building process
primarily in the Czech Republic to qualified investors (local
or foreign) in compliance with relevant laws.

Status of the BondS ........cc.coooevviiiiiiieiiiieeeee e The Bonds constitute a direct, general, unsecured,
unconditional and unsubordinated liabilities of the Issuer,
which are and will rank pari passu among themselves, and at
least pari passu in respect of any present and future
unsubordinated and unsecured liabilities of the Issuer, with
the exception of such liabilities preferred by binding
mandatory legal provisions.

Use of Proceeds .....c.coecveeiiveeciiiiiiecie e Proceeds to be used for the completion of existing projects
including projects Bieznickd (Zlin, Czech Republic), Palace
Center (Ostrava, Czech Republic), Ryazan Shopping Center
(Ryazan, Russia) and for expansion in the Czech, Russian
and other new markets.

Negative pledge ....coveveeierieieeeeee e The Issuer undertakes that until the full payment of all of its
payment liabilities resulting from issued and outstanding
Bonds, it will neither secure nor allow any security to be
created in respect of any Liabilities (as defined below) of the
Issuer by way of any mortgages, pledges or any other similar
third party rights attached to the Issuer’s current or future
property or income, unless the Issuer secures simultaneously
with the creation of such mortgages, pledges or any other
similar third party rights that the Issuer’s liabilities under the
Bonds are secured (i) equally with such secured Liabilities,
or (ii) otherwise, as may be approved by a resolution of the
Bondholder Meeting in accordance with Article 14 of these
Terms and Conditions.

The previous paragraph shall not apply to mortgages, pledges
or any other similar third party rights attached to the Issuer’s
property that:

(a) have been created in order to secure any Liabilities of
the Issuer (with the exception of the liabilities set forth
in (b), (c) and (d) below) that will not exceed in their
aggregate 45% of the value of the consolidated assets
of the Issuer. For the purposes of this sub-paragraph,
the consolidated assets of the Issuer means the
consolidated assets of the Issuer reported in the last
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Early redemption at the option of the Issuer............

Early redemption at the option of the Bondholders.

Clearing and Settlement............ccceecveerveeiieicieeeneens

Governing law ...........

Risk factors................

Terms and Conditions

audited consolidated financial statements of the Issuer,
prepared in accordance with the IFRS; or

(b) have been attached to the Issuer’s property at the time
of its acquisition by the Issuer; or

(c) have been attached to the Issuer’s property for the
purpose of securing liabilities arising exclusively in
connection with the acquisition of such property or any
portion thereof by the Issuer; or

(d) have been attached to the Issuer’s property by
operation of law in connection with the Issuer’s usual
conduct of business or in connection with the Issuer’s
usual banking operations.

“Liabilities” means with respect to any person any existing
liabilities or future liabilities of such person in respect of the
repayment of principal of borrowed money (including,
without double counting, liabilities arising from guarantees
provided to third persons in respect of the repayment of
principal of borrowed money).

The Issuer is not entitled to redeem the Bonds prior to the
Final Redemption Date at its option with the exception of
early redemption of any Bonds held by the Issuer in
accordance with Article 6.4 of the Terms and Conditions.

The Bondholders are not entitled to require early redemption
of the Bonds prior to the Final Redemption Date with the
exception of early redemption in accordance with Articles 9,
14.4.1 and 14.4.2 of the Terms and Conditions.

The primary settlement of the Bonds will be made through
UNIVYC, as. (“Univyc”) by delivery-versus-payment
method so that the initial purchasers are registered with
Univyc as the holders of the interest in the Global Bond
representing the relevant number of Bonds on or before the
Issue Date. In order to achieve the primary settlement of the
Bonds, the initial purchasers of the Bonds must proceed in
accordance with the instructions of the Lead Manager or its
agents. In particular, any initial purchaser of the Bonds who
is not himself a member of Univyc must appoint a local
securities broker who is a member of Univyc as its agent, and
instruct such agent to take all actions required for the primary
settlement of the Bonds. There can be no assurance that the
Bonds will be duly delivered to the initial purchasers if such
initial purchasers or the securities brokers acting as their
agents fail to follow all the procedures and the relevant
instructions for the primary settlement of the Bonds.

After the admission of the Bonds for trading on PSE
becomes effective, the Bonds will be traded on PSE and
settled in Czech crowns. The trading in the Bonds will be
settled through Univyc in the ordinary manner in accordance
with the rules and operation procedures of the PSE and
Univyc.

Czech law.

The provisions of Articles 86 to 94-8 of the Luxembourg law
on commercial companies of 10 August 1915, as amended,
are excluded.

Potential investors should become acquainted with the
chapter “Risk Factors” to familiarize themselves with
specific risks accompanying the investment into the Bonds.
The terms and conditions governing the Issuer’s rights and
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liabilities resulting from the Bonds, and providing detailed
information about the issue of the Bonds. The terms and
conditions are contained in the chapter “Terms and
Conditions™.
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3. SHRNUTI

The following text is the Czech translation of English “Summary” chapter and forms a separate document attached to
the Prospectus by the Issuer. It does not form a part of the Prospectus and has not been approved by the Czech
National Bank. Accordingly, the Czech National Bank did not review the consistency of this translation with the
“Summary” chapter.

Nasledujici text pfedstavuje Cesky preklad kapitoly ,,Shrnuti* tohoto Prospektu a jde o samostatny dokument, ktery byl
pfipojen k tomuto Prospektu Emitentem. Neni soucasti Prospektu a nebyl schvalen Ceskou narodni bankou. Ceska
narodni banka také nepiezkoumala, zda tento preklad odpovida kapitole ,,Shrnuti“ Prospektu.

Toto shrnuti predstavuje uvod Prospektu a jsou v ném uvedeny zakladni informace o Emitentovi a Dluhopisech
obsazené na jinych mistech tohoto Prospektu. Toto shrnuti neni vycerpavajici a neobsahuje vsechny informace, které
mohou byt pro potencidalni investory vyznamné. Jakékoli rozhodnuti investovat do Dluhopisii by mélo byt zaloZeno na
tom, Ze investor zvdzi tento Prospekt jako celek, tj. potencialni investori by si pred rozhodnutim o investici meéli
pozorné precist cely dokument, vietné financnich udajii a prislusnych poznamek. Zejména by méli peclive zvazit
faktory uvedené v kapitole ,, Rizikové faktory “.

V pripade, kdy je u soudu vznesena Zaloba, tykajici se udajit uvedenych v Prospektu, miize byt zalujici investor povinen
nést ndklady na preklad Prospektu, vynalozené pred zahdjenim soudniho Fizeni, nebude-li v souladu s pravnimi
predpisy stanoveno jinak. Osoba, kterd vyhotovila shrnuti Prospektu véetné jeho prekladu, je odpovédna za spravnost
udajii ve shrnuti Prospektu pouze v pripadé, Ze je shrnuti zavadéjici nebo nepresné pri spolecném vykladu s ostatnimi
castmi Prospektu.

STRUCNY POPIS EMITENTA

Informace 0 Emitentovi ........ccccccveevveeneeenveennnnne Emitent je holdingovou spolecnosti skupiny zabyvajici se
developerstvim a investicemi, jejiz hlavni ¢innosti je development
komerénich a reziden¢nich nemovitosti se zaméfenim na trhy
v Ceské republice a v Rusku. Tato skupina (v&etnd Emitenta a jeho
dcefinych spolecnosti ovladanych Emitentem podle § 66a
Obchodniho zakoniku, dale jen “Skupina”) se zabyva rovnéz
investicemi do nemovitosti a podili se na spravé komercnich a
rezidenénich nemovitosti v Ceské republice. Skupina v roce 2005
oteviela kancelai v Moskve a vstoupila na rusky trh a v soucasné
dobé zvazuje rozsifeni svych aktivit na dalsi trhy stfedni a vychodni
Evropy.

Piehled pOdl’llkél’li ................................................ Skupina investovala do &iroké f'ady realitnich sektort véetnd

kancelafi, maloobchodnich prostor, hoteld a rezidencnich projektt a

zvazuje investice do skladi/logistickych center a vyrobnich zavoda

lehkého primyslu. Soucasné a pfipravované portfolio Skupiny

odrazi jeji strategii vyvoje portfolia s Sirokou regionalni a

segmentovou diverzifikaci.

K 30. ¢ervnu 2006 méla Skupina developerské a investi¢ni portfolio
v hodnot¢ (dle metodiky IFRS) ve vysi 111,19 milioni EUR, které
sestavalo ze 14 nemovitosti s celkovou pronajimatelnou plochou
185435 m®. K 31. prosinci 2005 bylo developerské a investi¢ni
portfolio ocenéno (podle metodiky IFRS) na hodnotu 98,06 milionti
EUR a sestavalo z 15 nemovitosti s celkovou pronajimatelnou
plochou 220 715 m®. Od 30. &ervna 2006 Skupina rozifila své
developerské a investi¢ni portfolio v Ceské republice a v Rusku na
19 nemovitosti.
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Majetkove UCaSti....c.eevverviririnierieeicecrcesesie e

Hlavni aKCIONAT..........coovvvvvieiiiiiiiiiieeeeeee e

Predbézné finanéni Gdaje.......ccccecvvevvveniienveennnen.

Dcefiné spolecnosti

Zemé vzniku

30. zari 2006
ECM Finance a.s. Ceska republika 98.39%
ECM Real Estate Investments, k.s. Ceska republika 100%
CITY PARKVIEW s.r.0/SPV Court, s.r.0. Ceska republika 100%
CITY TOWER s.r.0./SPV TOWER, s.r.0. Ceska republika 100%
LANCASTER a.s. Ceska republika 100%
TABULA MAIOR, a.s. Ceska republika 95%
TABULA MINOR, as. Ceska republika 95%
2P, s.ro. Ceska republika 100%
ECM Byty s.r.o. Ceska republika 100%
Residence Unhost’ a.s. Ceska republika 100%
ECM Real Estate Consulting (Beijing) Co.,Ltd. Cina 100%
ECM Hotel Operations EUROPORT s.r.o,  Ceskd republika 100%
ECM Hotel Operations Plzei s.r.o. Ceska republika 100%
ECM OFFICES LIBEN s.r.0. Ceska republika 100%
ADARKON a.s. Ceska republika 100%
EPOQUE HOTEL a.s. Ceska republika 100%
EPOQUE - LANCASTER as. Ceska republika 100%
ECM CITY POINT a.s./HUANTA as. Ceska republika 100%
DORMIDA a.s. Ceska republika 100%
ECM Facility a.s. Ceska republika 100%
ECM REGIONS CZ S. arr.. Lucembursko 100%
ECM Airport Center a.s. (2) Ceska republika 49.5%
SPV POINT, as. Ceska republika 100%
EKZ Tschechien 4 Immobiliengesellschaft Ceska republika 50%
erTC; ELEMENT S.ro. Ceska republika 100%
Ostrava Office Center, a.s. Ceska republika 100%
MV CENTRUM a.s. Ceska republika 100%
Czech Real Estate Regions S.a.r.l. Lucembursko 50%
ECE City Empiria, s.r.o. Ceska republika 100%
Ryazan Investors Company Rusko 100%
Ryazan Shopping Mall Rusko 100%
Ryazan Hold company Rusko 1%
GRASLON a.s. Ceska republika 100%
STROMOVKA OBCHODNI CENTRUM, a.s. Ceska republika 100%

ECM Group N.V.

Nize uvedené konsolidované finan¢ni tidaje jsou prevzaty z
Emitentovy neauditované Konsolidované ucetni zavérky za obdobi

deviti mésict do 30. zati 2006, z Emitentovy Piedbézné

konsolidované ucetni zavérky za obdobi Sesti mésict do 30. ¢ervna
2006 (ktera zahrnuje odpovidajici udaje vysledovky za obdobi do 30.

cervna 2005) a Emitentovy Auditované konsolidované ucetni zavérky
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Rozvaha

Vysledovka

Financ¢ni tidaje podle stavu ke konci roku............

Rozvaha

Vysledovka

za rok 2005, z nichz vSechny jsou soucasti tohoto Prospektu a byly
sestaveny v souladu s IFRS nebo IAS 34, a mély by byt posuzovany
ve spojeni s uvedenou PfedbéZznou konsolidovanou tcetni zavérkou
popfipadé Auditovanou konsolidovanou tcetni zavérkou.

Investi¢ni majetek........
Ostatni stala aktivia...................
Obézna aktiva celkem................
Vlastni kapital celkem................
Dlouhodobé zavazky celkem...

Kratkodobé zavazky celkem....

Bilan¢ni suma..........................

Cisté najemné a souvisejici ptijmy..
Cisté vynosy z piecenéni

investi¢niho majetku..................
Zisk/(ztrata) ze zcizeni investi¢niho

Zisk/(ztrata) ze zcizeni obchodniho
majetku. .....oovveveiiiiie
Cisté vynosy (néklady) z

financovani............c.oooeeieiini
Vysledek hospodateni

Ke dni 30. za¥i 2006  Ke dni 30. ¢ervna 2006 Ke dni 31.12.2005

(neauditované.) (neauditované) (audit)
(v tis. EUR)
183 206 75 801 65 000
27 406 24 505 22 726
53 958 50019 44730
58 728 63 021 47423
151123 51 800 73923
54719 35504 11110
264 570 150 325 132 456
Obdobi deviti Obdobi $esti mésici do 30. ervna
mésict do 30. zari
2006
(neauditované.)
2006 2005
(neauditované) (neauditované)
(v tis. EUR, neni-li uvedeno jinak)
2497 872 509
10 992 10 596 17 403
(421) (421) -
260 260 -
12 872 13 057 (1261)
17 738 16 660 11 668

Nize uvedené vybrané financ¢ni tdaje jsou pievzaty z Auditovanych

konsolidovanych ucetnich zavérek Emitenta za roky koncici 31. prosince
2005 a 31. prosincem 2004 (které zahrnuji odpovidajici Gdaje za rok
koncici 31. prosincem 2003) uvedenych v tomto Prospektu, které byly
sestaveny v souladu s IFRS, a mély byt posuzovany ve spojeni s
uvedenymi Auditovanymi konsolidovanymi Géetnimi zavérkami.

Investi¢ni majetek.....................
Ostatni stala aktiva....................
Obézna aktiva celkem...
Vlastni kapital celkem................
Dlouhodobé zavazky celkem.........
Kratkodobé zavazky celkem....
Bilanéni suma..................oe

Cisté najemné a souvisejici ptijmy..
Cisté vynosy z ptecenéni

investi¢niho majetku..................
Zisk/(ztrata) ze zcizeni obchodniho
mMajetku. .....oeeveiiiiiiie
Cisté financovani......................
Vysledek hospodafteni................

Rok koncici 31. prosince

2005 (audit.) 2004 (audit.) 2003 (auditovano
jako odpovidaji
udaje.)

(v tis EUR)
65 000 60 134 32 666
22 726 19715 21707
44 730 11927 63 778
47423 24109 18 189
73923 55928 86 728
11110 11739 13 234
132 456 91776 118 151

Rok koncici 31. prosince

2005 (audit.) 2004 (audit) 2003 (auditovano
jako odpovidajici
udaje)

(v tis. EUR, neni-li uvedeno jinak)
627 1578 363
31,656 7578 2994
1 064 686 (147)
(2451) (1 960) (2 152)
20710 3548 (5 560)
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Prehled o penéinich tocich

Penézni tok z provozni ¢innosti......
Provozni tok z investi¢ni ¢innosti...
Provozni tok z finan¢ni ¢innosti.....

Podstatné zmény ve financni situaci ....................

Soudni spory a rozhod¢i fizeni

Strategické Cile......ccvvevieiriiieieeiie e

Auditor Emitenta

Rizikové faktory

Rok kondici 31. prosince

2005 (audit.) 2004 (audit.) 2003 (auditovano
jako odpovidajici
udaje)

(v tis. EUR)
(4 994) 18 859 14 432
(5577) (7 459) 1 946
12 269 (15 546) 17023

V obdobi mezi datem vysledkti za 3. Ctvrtleti a datem tohoto
Prospektu nedoslo k zadnym podstatnym zménam, které by ovlivnily
hospodareni a/nebo finan¢ni podminky Emitenta.

K datu tohoto Prospektu se Emitent domniva, ze soudni spory s ucasti
Emitenta nebudou mit vyznamny dopad na finan¢ni situaci, budouci
vysledky hospodateni nebo penézni toky Emitenta nebo jeho finan¢ni
skupiny.

Investiéni strategie zaméfend na maximalizaci vnitini
vynosnosti (IRR).

Vyuzit svého postaveni na svych hlavnich trzich a dale diverzifikovat
portfolio: CR, Rusko.

Zameéfeni na vytvafeni hodnoty a mén€ konkurecni trhy s niz§im
rizikem.

miry

DeloittevAudit s.r.0., se sidlem Karolinska 654/2 186 00, Praha 8 —
Karlin, Ceska republika.

Rizika spojena s podnikanim Skupiny:

e Mize se stat, ze Skupina neobdrzi vSechna potifebna povoleni
a souhlasy k realizaci svych developerskych projektl, nebo ze
je neobdrzi vcas.

»  Miuze se stat, ze Emitent nebude schopen efektivné fidit svoji
expanzi a disledky svého interniho a externiho ristu.

*  Konkurence na trzich, kde Skupina pasobi, se v budoucnu
milZe vystupnovat.

* Skupina je vystavena riziku nadmérné nabidky na jejich
klicovych trzich.

*  Budouci developerské projekty a akvizice realitnich portfolii
Emitentem se mohou ukazat jako netispésné.

* Ve stavajicich a budoucich developerskych projektech
Emitenta mohou vzniknout nepfedpokladané problémy a
neznama rizika.

*  Emitent bude nadale odkazan na svou schopnost identifikovat
vynosné developerské projekty.

*  Emitent nemusi mit vlastnické pravo k nemovitostem nebo
akciim.

*  Muze se stat, Ze Emitent bude povinen odSkodnit své dcetiné
spolecnosti za zaporné financni vysledky.

* Pojisténi nemusi  pokryt  vSechny  ztrity  spojené
s nemovitostmi Skupiny a Emitent mize utrpét podstatné
ztraty piesahujici pojistné plnéni.

* Mize se stat, ze v zemich, kde plsobi, nebude Skupina
schopna ziskat a udrzet si dostate¢né kvalitni personal.

*  Emitent je vystaven riziku spojenému s financovanim.

*  Emitent je vystaven tirokovému riziku.

*  Emitent je vystaven ménovému riziku.

*  Emitent je vystaven danovym rizikim.

*  Emitent je vystaven riziku zmén v danovych piedpisech.
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Rizika spojena s realitnim odvétvim:

Emitent celi fadé obecnych rizik spojenych s realitnim
odvétvim.

U nemovitosti Skupiny mutze dojit k nartistu provoznich a
dalsich nakladd.

Menici se trendy v bydleni mohou mit negativni dopad na
prodej developerskych projekti.

Emitent je vystaven rizikiim spojenym s pronajmem.

Emitent je vystaven rizikiim spojenym s ocenovanim.

Emitent je vystaven rizikiim spojenym s umisténim projekta.
Emitent je vystaven riziku ilikvidity spojené s investicemi do
nemovitosti.

Emitent je vystaven riziku koncentrace.

Emitent je vystaven riziku spojenému s udrzbou.

Emitent je vystaven rizikim vzniku narokd na ochranu
zivotniho prostiedi.

Emitent je vystaven rizikiim spojenym s jeho investicemi do
developerskych projektt.

Rizika spojend s geografickym trhy, na nichz Emitent ptisobi ve
stfedni a vychodni Evropé¢:

Ekonomicky a politicky vyvoj v Ceské republice a v Rusku by
mohl mit podstatny negativni dopad.

Pravni systémy a procesni opatieni v Ceské republice a v
Rusku nejsou dosud plné vyvinuty.
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SHRNUTI INFORMACI O CENNEM PAPIRU

EMItent ....ccooovinirinieieicieeeeeeceee ECM REAL ESTATE INVESTMENTS A.G.

DIUhOPISY .vvveevieeiieeieeciie e Dluhopisy v objemu 2 000000000 K¢ s pohyblivou
urokovou sazbou, splatné v roce 2012. Dluhopisy zné&ji na
dorucitele a jsou vydavany v listinné podob¢.

Jmenovitd hodnota DIUhopist ......ccceevveeecvieiieennnen. 1 000 000 K¢

Emisni Kurs.....cocoooeeiiiiniiiceen 100% jmenovité hodnoty Dluhopisii

KOtACE .. viiitiieeie ettt Emitent pozadal o pfijeti Dluhopisi k obchodovani na
vedlejsim trhu Burzy cennych papirt Praha.

Datum emiSe ........ceveveriinierenineeieteeene e 30. biezna 2007

Den koneéné splatnosti ........ccccceeveveeeeeveeeeneeneeennnn. 30. bfezna 2012

ISIN e CZ0000000211

Splaceni jmenovité hodnoty Dluhopisi................... Jednorazové ke Dni kone¢né splatnosti ve vysi 100%
jmenovité hodnoty Dluhopist

Den vyplaty Grokového Vynosu.........ccceeeveerveennennns Pololetné zpétné

UroK (KUPON) oo Pohybliva sazba, 6M PRIBOR + Marze

Konvence pro vypocet Uroku.........cceevvveeveerveennnnn. Act/360

Nabidka Dluhopist a jeji omezeni...........c.ceeeveeeee.. Nabidka Dluhopisii bude ¢inéna prostfednictvim Vedouciho

manazera vyluéné zpisobem a za okolnosti, kdy nevznika
povinnost vyhotovit Prospekt Dluhopisti. Dluhopisy budou
nabizeny a pridéleny jednotlivym investorim na zéklad¢ tzv.
book-building  procesu primamé v Ceské  republice
kvalifikovanym investorim (tuzemskym i zahrani¢nim) v
souladu s pfislusSnymi pravnimi piedpisy.

Postaveni DIUhOPIST .......ocvverveeieiierieiieieeee e Dluhopisy  predstavuji  pfimé, obecné, nezajisténé,
nepodminéné a nepodfizené zavazky Emitenta, které jsou a
budou rovnocenné mezi sebou navzajem (pari passu) a budou
postaveny pringjmenSim na roven vSem soucasnym a
budoucim nepodfizenym a nezajisténym zavazktim Emitenta,
s vyjimkou zavazkd, u nichz zavazné kogentni pravni
predpisy stanovi jinak.

POUZIt] VINOSU ...veeeiieiieiiee e Vynosy budou pouzity k dokonceni soucasnych projektd
véetné projektli Bieznicka (Zlin, Ceska republika), Palace
Center (Ostrava, Ceska republika), Ryazan Shopping Center
(Ryazan, Rusko) a pro dalsi expanzi na ¢eském a ruském trhu
a pro expanzi na ostatnich novych trzich.

Zavazek nezfidit zastavni pravo .......cccceeveeeeenennen. Emitent se zavazuje, Ze aZ do Uplného splaceni vSech svych
platebnich zavazkl z vydanych a nesplacenych Dluhopist
nezfidi ani neumozni ziizeni zajisténi jakychkoli Zavazkl
(jak je tento pojem definovan nize) Emitenta zastavnim ani
jinym obdobnym pravem tfeti osoby k soucasnému nebo
budoucimu majetku nebo piijmim Emitenta, ledaZze by
Emitent soucasn¢ se zfizenim takového zastavniho prava
nebo jiného obdobného prava tieti osoby zajistil, aby
zavazky Emitenta z Dluhopisti byly zajistény (i) rovnocenné
se zajiSténymi Zavazky nebo (ii) jinym zplisobem
schvalenym usnesenim Schtize vlastnikt dluhopisti v souladu
s ¢l. 14 Emisnich podminek.

Ptredchozi odstavec se nevztahuje na zastavni prava nebo jina
obdobna prava tretich osob k majetku Emitenta, ktera

(e) Dbyla zfizena k zajisténi Zavazk Emitenta (s vyjimkou
zéavazkl uvedenych nize pod body (b), (c) a (d)), které
v uhrnu neptesahuji 45 % hodnoty konsolidovanych
aktiv  Emitenta. Pro ucely tohoto bodu se
konsolidovanymi aktivy Emitenta rozumi
konsolidovana aktiva Emitenta vykdzana v posledni
auditované konsolidované ucetni zavérce Emitenta
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PredCasné splaceni z rozhodnuti Emitenta...............

Predcasné splaceni z rozhodnuti Vlastnikt

Dluhopist...................

Zucétovani a vyporadani .........ceevveeeveiieienieeieeeee,

Rozhodné pravo..

Rizikové faktory .

Emisni podminky

sestavené v souladu s IFRS; nebo

(f) vazla na majetku Emitenta v dobé jeho pofizeni
Emitentem; nebo

(g) Dbyla zfizena na majetku Emitenta pro ucely zajisténi
zéavazkl vzniklych vyluéné v souvislosti s pofizenim
tohoto majetku nebo jeho ¢asti Emitentem; nebo

(h) byla zfizena na majetku Emitenta na zakladé zakona
v souvislosti s obvyklou podnikatelskou cinnosti
Emitenta nebo v souvislosti s obvyklymi bankovnimi
operacemi Emitenta.

“ZavazKy” se ve vztahu k jakékoli osobé rozumi existujici
nebo budouci zavazky této osoby splatit jistinu pujcek a
uvéru (veéetné, bez dvojiho zapocteni, zavazkti vzniklych ze
zaruk poskytnutych tfetim osobam za splaceni jistiny pujcek
a uverh).

Emitent neni opradvnén splatit Dluhopisy piede Dnem
konecné splatnosti na zaklad¢ svého rozhodnuti, s vyjimkou
predCasného splaceni Dluhopist drzenych Emitentem
v souladu s ¢l. 6.4 Emisnich podminek.

Vlastnici dluhopisti nejsou opravnéni pozadovat predcasné
splaceni Dluhopisi pfede Dnem koneéného splaceni,
s vyjimkou pfedcasného splaceni v souladu s ¢l. 9, 14.4.1 a
14.4.2 Emisnich podminek.

Primarni vypoiadani Dluhopisti probéhne metodou delivery-
versus-payment prostiednictvim spolecnosti UNIVYC, a.s.
(dale jen ,,Univyc®) tak, aby nejpozdé€ji k Datu emise byli
jejich prvonabyvatelé zapsani v registraci vedené Univycem
jako vlastnici podilu na Sbérném dluhopisu ptedstavujiciho
prislusny pocet Dluhopist. Za ucelem uspésného primarniho
vyporadani  Dluhopisi musi upisovatelé  Dluhopist
postupovat v souladu s pokyny Vedouciho manazera nebo
jeho zastupcl. Zejména, pokud neni upisovatel Dluhopisi
sam ¢lenem Univycu, musi si stanovit jako svého zastupce
mistniho obchodnika s cennymi papiry, ktery bude ¢lenem
Univycu, a musi mu dat pokyny k realizaci vSech opatieni
nezbytnych pro primarni vypofadani Dluhopist. Nelze
zarucit, ze Dluhopisy budou prvonabyvateli fadn¢ dodany,
pokud prvonabyvatel ¢i jeho obchodnik s cennymi papiry,
ktery ho zastupuje, nevyhovi vSem postupim a nesplni
vSechny piislusné pokyny za ucelem primarniho vypotadani
Dluhopist.

Po piijeti Dluhopist k obchodovani na BCPP, budou
Dluhopisy obchodovany na BCCP a vyporadany v korunach
ceskych. Obchody s Dluhopisy budou vyporadavany
prosttednictvim Univycu obvyklym zptisobem v souladu s
fadem a provoznimi postupy BCPP a Univycu.

Ceské pravo.

Je wvylouceno wuplatnéni ustanoveni ¢l. 86 az 94-8
lucemburského zakona o obchodnich spole¢nostech ze dne
10. srpna 1915, ve znéni pozdé&jsich predpisa.

Potencialni investoii by se v kapitole “Rizikové faktory”
méli seznamit se specifickymi riziky spojenymi s investici do
Dluhopist.

Podminky upravujici prava a povinnosti Emitenta
z Dluhopist, v nichz jsou uvedeny podrobné udaje o emisi
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Dluhopist. Tyto podminky jsou uvedeny v kapitole “Emisni
podminky”.
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4. RISK FACTORS

Prospective purchasers of the Bonds should familiarize themselves with this Prospectus as a whole. Prior to any
investment decision, each prospective purchaser of the Bonds should carefully consider the issues presented by the
Issuer under this heading for contemplation by the prospective purchasers of the Bonds, as well as any additional
information contained in this Prospectus. The occurrence of one or morve of these risks alone or in combination with
other circumstances may have a material adverse effect on the Issuer’s business, financial condition, results of
operations or prospects.

The purchase and holding of the Bonds involve a number of risks, some of which are described below. The summary of
the risks is not exhaustive, does not replace a technical analysis or any provision of the Terms and Conditions of the
Bonds or the information contained in this Prospectus, does not restrict any rights or obligations under the Terms and
Conditions of the Bonds, and in no case does it constitute any investment recommendation. The order in which the risks
are presented below does not reflect the likelihood of their occurrence or the magnitude or significance of the
individual risks. Any decision of the parties interested in underwriting and/or purchasing the Bonds should be based on
the information contained in this Prospectus, on the conditions of the offer of the Bonds, and above all, on such parties’
own analysis of the benefits and risks of their investment in the Bonds.

4.1. Risks related to the Group’s business

(a) The Group may not obtain at all or in a timely manner all required permits and consents for the
completion of its property development projects.

As a result of bureaucratic difficulties, newly passed environmental and heritage protection laws, and time
constraints with the administrative authorities in the relevant jurisdictions, the Group may encounter difficulties
in obtaining relevant permits for the development of its projects or, more likely, may acquire those permits later
than expected. Any such inability to obtain, or delay in obtaining, permits or consents could have a material
adverse effect on the Issuer’s business, financial condition, results of operations or prospects.

(b) The Issuer may be unable to effectively manage its expansion and the consequences of its internal
and external growth.

The Issuer plans to invest the proceeds from the Bonds offering, amongst other things, in the expansion of its
portfolio across the Czech Republic, which is its core market, as well as expanding its portfolio in Russia and
potentially undertaking projects in other Central and Eastern European countries. See ‘“Business Overview .
Although the Issuer has a policy not to overstretch its management or human resources, there can be no
assurance that the Issuer’s internal systems and monitoring measures will be adequate to support the expansion
of its business. Any inability of the Issuer to manage effectively its internal and external growth, or to obtain the
necessary resources required to administer and support such growth, could have a material adverse effect on its
business, financial condition, results of operations or prospects.

(c) Competition in the markets in which the Group operates may intensify in the future.

As property markets in Central and Eastern Europe mature, the Group expects increased competition from both
international and local real estate investors including developers, investment funds, various types of financial
institutions, family groups and wealthy individuals, some or all of which may have capital and resources in
excess of those of the Group. In particular, the Issuer has experienced, as a result of the accession of the Czech
Republic to the European Union, increased competitive pressures from international property developers and
other investors. Although the Issuer believes it has managed to continue to grow its business successfully to date,
no assurance can be given that the Issuer will be able to compete successfully in the future. If the Issuer fails to
compete effectively or, if increased competition leads to lower revenues and lower profit margins for the Issuer,
the Issuer’s business, financial condition, results of operations or prospects may be adversely affected.

(d) The Group may be exposed to oversupply in its key markets.

The real estate markets in the Czech Republic and Russia have experienced significant growth in recent years.
Although the Issuer believes that its focus on prime sites and Class A developments means that there is and will
continue to be demand for its developments, no assurance can be given that the supply of new office, retail and
residential projects will not exceed demand in the relevant jurisdiction. Any such excess may have an effect on
the value of the Issuer’s portfolio and its ability to sell or lease its completed projects at forecasted levels or at all
and, therefore, may adversely affect the Issuer’s business, financial condition, results of operations or prospects.
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(e) Future development projects and acquisitions of property portfolios by the Issuer could prove
unsuccessful.

The Issuer has identified a number of development projects and investment opportunities which it believes are
compatible with its strategy and which it intends to pursue over the next 12 to 18 months. See “Business
Overview — Future projects”.

Even if the Issuer is able to develop projects and acquire property portfolios compatible with its strategy, such
developments and acquisitions could prove unsuccessful. The assumptions the Issuer makes when developing
and acquiring its property portfolio may prove partly or entirely inaccurate. Inaccurate assumptions could
adversely affect the Issuer’s business, financial condition, results of operations or prospects.

1)) Unexpected problems and unrecognised risks could arise in the Issuer’s existing and future
development projects.

Unexpected problems or unrecognised risks could arise in connection with the Issuer’s existing and future
development projects. Moreover, the agreements that the Issuer enters into when developing or acquiring
property portfolios may not adequately address such problems or risks. Unrecognised risks and the occurrence of
unexpected problems, which may occur without warning, could adversely affect the Issuer’s results of
operations, lead to a decline in the value of development projects or acquired assets, and materially adversely
affect the Issuer’s business, financial condition, results of operations or prospects.

(g) The Issuer will continue to depend on its ability to identify profitable development projects.

The Issuer’s business model depends on its continuing ability to develop and/or acquire commercial and
residential properties in the Czech Republic, Russia and other Central and Eastern European countries into which
it may expand with the potential for capital growth competition for such properties is intense at present, and the
Issuer expects competition to further intensify in the markets in which it operates. As a result, the Issuer may not
be able to find suitable properties, which could have a material adverse effect on the Issuer’s business, financial
condition, results of operations or prospects.

(h) The Issuer may not have title to property or shares.

As a result of various issues related to, among other things, the process of registration of title at the Czech and
Russian real estate and corporate registries, the purchase of property from public authorities, restitution laws and
untested law-enforcement procedures, the Issuer’s subsidiaries may not in all cases have title to land on which
properties are located or title to the shares of companies which own the land and properties of the Group. Whilst
the Issuer has not to date experienced the situation where any such title to the properties themselves or to the
shares in companies which own the relevant land and/or building has been the subject of legal proceedings
leading to such loss of title, the Issuer is subject to the risk that the Group may not acquire or be granted title to
such land or shares, and/or that the relevant company within the Group could be determined to be in violation of
applicable law. Any such outcome could have a material adverse effect on the Issuer’s business, financial
condition, results of operations or prospects.

(i) The Issuer may be obliged to indemnify its subsidiaries for negative financial performance.

In order to control the management of the operations of its subsidiaries, the Issuer intends entering into
controlling agreements with most of its subsidiaries. Upon concluding the controlling agreement, the Issuer
would become obliged to indemnify its subsidiaries for any and all loss that cannot be covered from the funds of
the controlled entity. If a controlling agreement is in existence, the obligation to indemnify the controlled entity
for the negative results of its performance applies regardless of the origin of such loss. Consequently, the
distribution of risks achieved by splitting various projects into various special purpose vehicles may be reduced
by instituting the controlling agreements within the Group and thus exposing the Issuer to operational risks of the
individual project special purpose vehicles. In the event of a claim by a creditor of a subsidiary against the Issuer
due to the existence of a controlling agreement, the business, financial condition, results of operations and
prospects of the Issuer may be materially adversely affected.

G) Insurance may not cover all losses relating to the Group’s properties and the Issuer may suffer
material losses in excess of insurance proceeds.

Properties may suffer physical damage by fire or other causes, or the Issuer may suffer public liability claims,
resulting in losses (including loss of rent) which may not be fully compensated by insurance proceeds. In
addition, certain types of risk (such as war risk, acts of terrorism and losses caused by the outbreak of contagious
diseases, contamination or other environmental breaches) may be uninsurable or the cost of insurance may be
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prohibitive when compared to the related risk. Should an uninsured loss or a loss in excess of insured limits
occur, the Issuer could be required to pay compensation and/or lose capital invested in the affected property. The
Issuer would also remain liable for any debt or other financial obligation related to that property.

No assurance can be given that material losses in excess of insurance proceeds will not occur in the future. Any
such uninsured loss or a loss in excess of insured limits, may have a material adverse effect on the Issuer’s
business, financial condition, results of operations and prospects.

(k) The Group may not be able to attract and retain sufficiently qualified personnel in the countries in
which the Group operates.

Increasing competition for labour in the Czech Republic, Russia and other Central and Eastern European
countries from other local or international real estate companies may make it more difficult for the Issuer or its
subsidiaries to attract and retain qualified employees or sub- contractors and may lead to rising labour costs in
the future. If the Issuer is unable to attract employees with the required training, experience and motivation in
key strategic markets or if competition for qualified employees increases its labour costs, it may materially
adversely affect the Issuer’s business, financial condition, results of operations or prospects.

() The Issuer is exposed to financing risk.

The Issuer finances the majority of its development through borrowings in the Czech and European banking
markets. The Issuer enjoys good relationships with several banks and has not experienced difficulties with
obtaining debt funding. However, the real estate development market has experienced significant growth in the
recent past in the Czech Republic and Russia and no assurance can be given that banks in the Czech and
European banking markets or their regulators will not introduce policies to limit exposure to the real estate sector
such as quotas, increased provisioning or higher interest rates. Any such measures may result in the Issuer’s
having to obtain funding at increased rates which may adversely affect the Issuer’s business, financial condition,
results of operations and prospects.

(m) The Issuer is exposed to interest rate risks.

The Issuer utilises variable and fixed rate debt financing to finance the purchase, development, construction and
maintenance of its properties. When variable rate financing is used, the Issuer’s costs increase if prevailing
interest rate levels rise. A significant increase in interest expense would have an unfavourable effect on the
Issuer’s financial results and may have a material adverse effect on the Issuer’s business, financial condition,
results of operations and prospects.

n) The Issuer is exposed to currency risks.

Currency risk is applicable generally to those business activities and development projects where different
currencies are utilised for repayment of liabilities under the relevant financing to that of the revenues generated
by the relevant property or project. Currency risk is managed where possible by utilising the same currency for
financing as that in which revenue will be generated. In the event different currencies are utilised, Group
companies limit the risk, where appropriate, by utilisation of hedging instruments and other mechanisms. Any
loss accruing to the Issuer due to currency fluctuations may have a material adverse effect on the Issuer’s
business, financial condition, results of operations and prospects.

(0) The Issuer is exposed to tax risks.

The Issuer and its subsidiaries carrying out the property development and investment are exposed to risks
associated with possible changes in tax laws, or the interpretation of tax laws, in the various countries in which
they operate. Furthermore, in Luxembourg, the Issuer has recently changed its tax status from a tax-exempt
holding company under the law of 30 July 1929 into a fully taxable company (known as a Société de
Participations Financiéres, or “Soparfi”). Although the Issuer believes its tax status and planning to have been in
compliance with all current laws and regulations, any changes in tax laws or interpretation thereof or any
investigation into the tax status of the Issuer by the relevant authorities may result in findings against the Issuer
which may adversely affect the Issuer’s financial condition and prospects.

») The Issuer may be exposed to changes in Czech VAT law.

In the Czech Republic, value added tax is generally charged at 19 per cent. but a preferential rate of 5 per cent.
applies to residential dwellings. A change in tax law is due to come into effect on 1 January 2008 which will
remove the preferential rate of 5 per cent. and, accordingly, the residential apartments of the Group will be
subject to value added tax of 19 per cent. The Issuer believes that the effect of this change of law will not be
significant due to the Issuer focusing on the high-value end of the residential market where there are few
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4.2.

alternative developments to the Issuer’s residential developments and where the purchasers of the Issuer’s
apartments are relatively wealthy individuals or companies who generally plan and manage their tax exposure
and will plan and structure their arrangements to mitigate this negative effect. However, no assurance can be
given that the levying of value added tax on residential dwellings will not have an adverse effect on the Issuer’s
ability to sell its residential apartments and, therefore, have an adverse effect on its business, financial condition,
results of operations and prospects.

Industry Related Risks

Risks related to the real estate industry
(a) The Issuer faces a number of general risks related to the real estate industry.

The Issuer is exposed to all of the risks inherent in the business of acquiring, developing, owning, managing and

using real estate. These risks include, in particular, the following:

. cyclical fluctuations in the property market generally and in the national and local markets where
properties are located;

. financing risks;

. letting risks;

. sales risks;

. property abuse risks (including terrorism);

. political risk (including adverse changes in legislation);
. risks related to obtaining permits and consents;

. ownership title risk;

. currency risks;

. construction delays and construction budget overruns;

. opposition from civic and environmental groups;

. contaminated sites and soil pollution; and

. natural disasters.

The Issuer takes precautionary measures to protect its business activities from the negative impact of the above
risks and other risks related to the real estate industry in general, especially those to which the Issuer’s
developments are more susceptible, through contractual provisions and, as far as possible, through insurance
coverage. However, it is not possible to completely overcome all of these risks. If, despite all of the precautions
taken, any of these risks materialise, the result could have a material adverse effect on the Issuer’s business,
financial condition, results of operations and prospects.

(b) The Group’s properties may be subject to increases in operating and other expenses.

The Issuer’s business, results of operations, financial condition and prospects could be materially adversely
affected if operating and other expenses increase without a corresponding increase in revenues.

Factors which could increase operating and other costs include, among others:
. increases in property taxes and other statutory charges;

. changes in statutory laws, regulations or government policies which increase the cost of compliance with
such laws, regulations or policies;

. increases in sub-contracted service costs;

. increases in the rate of inflation;

. increases in insurance premiums; and

. defects affecting the properties which need to be rectified, leading to unforeseen capital expenditure.
(c) Changing residential trends may adversely affect sales of developments.

The Group is involved in residential development projects in addition to its traditional focus on the office and
commercial segments. As at 30 June 2006, the residential segment accounted for approximately 23 per cent. by
area of the Group’s portfolio. Changing residential trends are likely to emerge within the markets in which the
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Group operates as they become more sophisticated and, in some regions, relaxed planning policies may give rise
to over-development, thereby affecting the sales potential of the Group’s residential developments. These factors
will be considered within the investment strategy implemented by the Group but may not always be able to be
anticipated and may have a material adverse effect on the Issuer’s business, financial condition, results of
operations and prospects.

(d) The Issuer is exposed to leasing risks.

The value of a rental property depends to a large extent on the remaining term of the related rental agreements as
well as the creditworthiness of the tenants. The Group leases in the Czech Republic generally have initial terms
of five years and in Russia tend to have initial terms of three years. If the Issuer is unable to renew expiring
leases on favourable terms and find and retain suitable creditworthy tenants willing to enter into long-term rental
agreements, the market value of the relevant property will be adversely affected. The creditworthiness of a tenant
can decline over the short or medium term, leading to a risk that the tenant will become insolvent or be otherwise
unable to meet its obligations under the lease. If the Issuer’s judgement about a significant tenant or about the
location, use or desirability of a property proves to be incorrect, its income from the property may be
significantly below its estimates while its operating costs remain largely fixed. All of these factors could have a
material adverse effect on the Issuer’s business, assets, financial condition, results of operations or prospects.

(e) The Issuer is exposed to valuation risks.

The valuation of a property depends to a large extent on national and regional economic conditions. An
economic downturn normally leads to decreased demand and to an excessive supply of properties, which can
result in increased competition for desirable tenants, falling rents and higher vacancy levels, all of which could
have a significant negative impact on a property’s income stream and valuation.

In addition to a property’s expected rental stream, its condition and its location, many additional qualitative
factors play a role in the valuation of a property. A negative change in one of the assumptions used or factors
considered in making a property’s valuation could considerably decrease or increase the value of the property.

The Central and Eastern European property markets have undergone a period of strong growth and significant
increases in property valuations generally. This may in some cases have led to inflated valuations in certain
markets and a higher likelihood of falling valuations than may be the case in more developed markets.

Any economic downturn, increases of inflated valuations and other negative feature that may affect the valuation
of properties in the Issuer’s portfolio may have a material adverse effect on the Issuer’s business, financial
condition, results of operations and prospects.

1 The Issuer is exposed to location risks.

The value of a property depends to a large extent on its location and the purpose for which it is intended. If the
Issuer misjudges the desirability of a property’s location or its intended use, it may be difficult to sell the
property at the budgeted price or to rent fully or at all at the budgeted rental levels. If the Issuer is required to
reduce the sale price to attract purchasers or the rental level of a property to attract tenants, or if the property is
empty for a long period, the market value of the property may be significantly reduced and the Issuer’s revenues
adversely affected. If budgeted sale or rental revenue should fail to materialise as planned, this may have long-
term effects on the performance of the property concerned. Any such misjudgement or miscalculation may have
a material adverse effect on the Issuer’s business, financial condition, results of operations and prospects.

(g) The Issuer is exposed to the risk of illiquidity of real estate investments.

Investments in real estate are relatively illiquid and are generally more difficult to realise than other investments.
Disposals of assets could take longer than may be commercially desirable which may have an effect on the
timing of a disposal or on the funds received for a disposed property. Any delay in the disposal of a property or
reduction in the sale price therefor could have a material adverse effect on the Issuer’s business, financial
condition, results of operations and prospects.

(h) The Issuer is exposed to concentration risk.

A significant proportion of the Issuer’s assets and projects, the CITY Project, are in one location in the Pankrac
area of Prague. In this area, the Issuer is developing several properties and owns two investment properties with
an aggregate approximate lettable area, as at the date of this Prospectus, of 168,000 m? comprising
approximately 55 per cent. by area of the Issuer’s development portfolio. Any decline in property values in
Prague or in the Pankrac area of Prague or any event or occurrence in the area which has an effect on the other
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4.3.

properties in the vicinity may have a material adverse effect on the business, financial condition, results of
operations and prospects of the Issuer.

(i) The Issuer is exposed to maintenance risks.

The desirability of a rental property depends not only on its location but also on its condition. To remain
desirable and to generate a revenue stream over the longer term, a property’s condition must be maintained or, in
some cases, improved to meet the changing needs of the market. Most of the Issuer’s properties are new, and are
expected to require only standard maintenance in the near term. As these properties age, or as market
requirements change, maintaining or upgrading these properties in accordance with market standards may entail
significant costs, which are typically borne primarily by the property owner, not the tenants. The Issuer tries to
mitigate these risks by using its own facility management business, ECM Facility a.s., which can monitor quality
and cost and through the terms of its leases, the Issuer looks to pass maintenance costs on to its tenants. If the
actual costs of maintaining or upgrading a property exceed the Issuer’s estimates, or if hidden defects are
discovered during maintenance or upgrading, which are not covered by insurance or contractual warranties, or if
the Issuer is not permitted to raise its rents due to legal constraints under applicable local landlord-tenant laws,
the Issuer will have to bear the additional costs. Furthermore, any failure by the Issuer to undertake relevant
repair work in response to the factors described above could adversely affect the sales and rental income earned
from affected residential properties. All of these factors could have a material adverse effect on the Issuer’s
business, financial condition, results of operations and prospects.

g) The Issuer is exposed to risks of environmental claims.

Despite the due diligence it undertakes when acquiring new land and properties, the Issuer may own land which
contains environmental pollutants (e.g. waste, oil or toxic chemicals) or buildings whose structures incorporate
hazardous materials (e.g. asbestos and formaldehyde) which are harmful to the environment or to the health of
workmen on development sites or residents and occupants of residential or office sites. The removal and disposal
of such hazardous substances, along with the associated maintenance and repair work, could entail significant
costs. Furthermore, it may be impossible for the Issuer to obtain recourse against the party responsible for the
pollution or against prior owners.

These environmental risks are particularly acute with respect to properties located in countries where reliable
documentation for past contamination does not exist or where the laws governing environmental matters are in
development or unclear, as is more often the case in the countries of Central and Eastern Europe than in Western
Europe. These risks associated with environmental claims are not always predictable or under the Issuer’s
control.

The incurrence of environmental claims or unforeseen costs to remove or dispose of these substances and
hazardous materials or to repair resultant damage caused by them could adversely affect the Issuer’s business,
financial condition, results of operations and prospects.

G) The Issuer is exposed to risks associated with its investments in development projects.

The Issuer expands its business mainly through development projects and acquisitions of existing real estate.
During the initial phases of development projects, the Issuer normally carries the costs of the project, both
through injection of equity and by incurring debt, and begins to receive revenues only at a later point in time.
Development projects sometimes face cost overruns and delays in completion, many of which are caused by
factors that are not directly within the control of the developer. These types of risks especially in relation to the
quality and timeliness of performance by contractors are inherent in property development. If any of these risks
occur, the economic success of a project could be significantly impaired and the Issuer’s business, results of
operations, financial condition and prospects could be materially adversely affected.

Risks related to the geographic markets in which the Issuer operates in Central and Eastern Europe

(a) Economic or political developments in the Czech Republic, Russia and other countries in Central
and Eastern Europe could have a material adverse effect.

The Issuer’s operations in the Czech Republic and Russia and in other Central and Eastern European countries
where the Group may undertake projects are exposed to risks common to all regions that have recently
undergone, in the case of the Czech Republic, or are undergoing, in the case of Russia and other countries in
which the Issuer may operate in the future, political, economic and social change, including currency
fluctuations, exchange control restrictions, an evolving regulatory environment, inflation, economic recession,
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local market disruption, labour unrest, changes in disposable income or gross national product, variations in
interest rates and taxation policies, levels of economic growth, expected declines in the birth rate and other
similar factors. Political or economic instability resulting from the occurrence of any of these risks may
adversely affect the real property market in the affected country or countries. The level of risk that the Issuer
faces differs significantly between the Czech Republic, which is generally believed to be of lower risk as it is a
member of the European Union, and Russia, which is believed to be higher. However, the Issuer is affected by
these issues in each of the markets in which it operates. Many of these factors are entirely beyond the Issuer’s
control. Adverse economic or political developments in the markets where the Issuer operates may have a
material adverse effect on the Issuer’s business, results of operations, financial condition or prospects.

(b) The legal systems and procedural safeguards in the Czech Republic, Russia and Central and
Eastern Europe are not yet fully developed.

Many of the agreements concluded with local partners and service providers in the Czech Republic and Russia
for the ownership, development and management of the land and/or properties in which the Issuer has invested
are subject to the laws of the jurisdiction where the property is located. The legal systems of the Czech Republic
and Russia have undergone dramatic changes in recent years. In many cases, the interpretation and procedural
safeguards of the new legal and regulatory systems are still being developed, which may result in inconsistent
application of existing laws and regulations and uncertainty as to the application and effect of new laws and
regulations. This is especially true for Russia.

Additionally, in some circumstances, it may not be possible to obtain the legal remedies provided for under
relevant laws and regulations in a reasonably timely manner or at all. Although institutions and legal and
regulatory systems characteristic of parliamentary democracies have been developed in the Czech Republic and
Russia, they lack an institutional history, and there may be no generally observed procedural guidelines. As a
result, shifts in government policies and regulations tend to be more frequent and less predictable than in the
countries of Western Europe. Moreover, a lack of legal certainty or the inability to obtain effective legal
remedies in a reasonably timely manner may have a material adverse effect on the Issuer’s business, financial
condition, results of operations or prospects.

4.4. Bonds Specific Risks
The risks associated with the Bonds include, without limitation, the following risk factors:
(a) General Risks Related to the Bonds

Any prospective investor investing in the Bonds is required to assess itself the suitability of its investment
according to its own circumstances. In particular, each investor should:

a) have sufficient knowledge and experience to make a reasonable assessment of the Bonds and of the
benefits and risk of an investment in the Bonds, and to evaluate the information contained herein
or in any amendment or supplement hereto, whether directly or by reference;

b) have knowledge of appropriate analytical instruments for valuation and of access thereto, in each
case in the context of its particular financial condition, investment in the Bonds and its impact on
its investments and/or its investment portfolio as a whole;

c) have sufficient funds and liquidity to be ready to bear all the risks associated with its investment in
the Bonds;

d) fully understand the terms and conditions (including, without limitation, the Terms and Conditions
of the Bonds and this Prospectus), and be aware of the performance of or changes in any ratio or
the financial market;

(e) be able to assess (either alone or with the assistance of a financial adviser) possible scenarios of
the further development of the economy, interest rates or any other factors that may have an effect
on the investment and the investor’s ability to bear potential risks.

(b) The Bonds are Unsecured Obligations

The Bonds are direct, general, unsecured, unconditional and unsubordinated obligations of the Issuer ranking pari
passu among themselves and at least pari passu with any present and future direct, general, unsecured,
unconditional and unsubordinated obligations of the Issuer and are currently in priority to payments to holders of all
classes of ordinary share capital and preference share capital of the Issuer in their capacity as such holders.
Consequently, prospective Bondholders could suffer direct and materially adverse consequences, including
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suspension of interest payments and principal payments, or lose a substantial part of their investment if the Issuer
were to become bankrupt (whether voluntarily or involuntarily).

Except for funds obtained through the issue of the Bonds, the Issuer obtains funds for its business activities
through other means of financing. If the Issuer is not able to secure sufficient cash flow in order to be able to
repay its obligations, the Issuer may be requested to refinance its current debt or any of its part, or to try to
obtain additional funds. It is not certain if such refinancing or obtaining of additional funds will be possible
for the Issuer. If the Issuer finds itself unable to fulfill its payment obligations and becomes bankrupt
(whether voluntarily or involuntarily), the Bondholders will be satisfied only after the claims of secured
creditors and of creditors preffered as provided for by law will have been satisfied.

(c) Interest Rate Risk

The Bonds bearing a floating interest rate may be considered to be a volatile investment because a holder of
the Bonds is exposed to an interest rate risk and faces uncertainty as to the amount of the interest income. An
investor that fails to arrange for additional hedging in connection with the Bonds bearing a floating interest
rate will find it difficult to assess in advance the overall return on its investment into the Bonds.

() Taxation

Any person buying or selling the Bonds should be aware that it may be obliged to pay taxes as well as other
payments or fees pursuant to the applicable law or customs of the country in which the Bonds are being
transferred as well as any other relevant country. In certain countries, there may not exist any official
standpoints or guidelines of the relevant tax authorities or court decisions concerning investment instruments
such as the Bonds. In this regard, potential investors should, in addition to the risks described in this chapter,
consider the information contained in Chapter 9 “Taxation and Foreign Exchange Regulation in the Czech
Republic and Luxembourg” of this Prospectus as well as other information concerning taxation contained in
the Terms and Conditions. No potential investor should rely on the information contained in this non-
exhaustive general summary and should consult with its legal and tax advisors the tax rules applicable in its
individual case. Potential investors should be aware that any changes of the applicable tax laws or regulations
may result in the resulting revenue from the Bonds being lower than they expected and/or that, as at the
maturity date of the Bonds or the date on which the Bonds will be sold by such investor, the investor may
receive a lower amount than the amount originally expected by such investor.

) Change of Law

The Terms and Conditions of the Bonds are governed by Czech law as in effect as of the date of this
Prospectus. There is no assurance as to the effect of any court decision or change in Czech or Luxembourg
law or official practice after the date of this Prospectus on the Issuer’s financial condition, and hence on the
Issuer’s ability to redeem the Bonds in a proper and timely manner.

(e) No Prior Public Market - Liquidity Risk

The Bonds constitute a new issue of securities. Prior to this offering, there has been no public market for the
Bonds. Although application has been made to list the Bonds on the secondary market of the Prague Stock
Exchange, there can be no assurance that an active public market for the Bonds will develop and, if such a
market were to develop, the Lead Manager is under no obligation to maintain such a market. The fact that the
Bonds may be listed on the secondary market need not lead to a greater liquidity of the listed Bonds compared
to that of unlisted Bonds. Unlisted Bonds may, on the other hand, be difficult to value, which may have an
adverse effect on their liquidity. The liquidity and the market prices for the Bonds can be expected to vary
with changes in market and economic conditions, the financial condition and prospects of the Issuer and other
factors that generally influence the market prices of securities. Liquidity may also be affected by legal
restrictions on offers for sale in certain jurisdictions. The investor may not be able to sell the Bonds on an
illiquid market at an adequate market price. The Issuer may affect the liquidity of the Bonds by purchasing
and holding the Bonds for its own accounting during trading in the secondary market. Any such Bonds may
be resold at any time into the market.
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5. RESPONSIBLE PERSONS

5.1. Persons Responsible for Information Given in the Prospectus

The person responsible for the accuracy and completeness of information given in the Prospectus, as well as for the
accurate execution thereof, is the Issuer, ECM REAL ESTATE INVESTMENTS A.G, 5 Boulevard de la Foire, L-
1528, Luxembourg, a Luxembourg public company limited by shares registered with the Register of Commerce and
Companies in Luxembourg under Reg. No. B65.153.

5.2. Issuer’s Declaration

The Issuer hereby declares that, to the best of its knowledge, the information contained in the Prospectus is in accordance
with the facts and the Prospectus makes no omission likely to affect its import.

Further, the Issuer represents the financial statements for the last three fiscal periods, i.e., the years ended December
31, 2005, December 31, 2004 and December 31, 2003 have been audited and that the auditor’s opinion set forth in this
Prospectus corresponds with the opinion set forth in the respective auditor’s report.

As of the date of Prospectus, in March 9, 2007

ECM REAL ESTATE INVESTMENTS A.G.

~ .-"‘ ’
k¥ ' _,_,/,/ e STl o o
/ -~ —— - ) ” g

Nam¢: Jana Zejdjikdva Name: Tomés Lastovka
Tig}é: Vice Presidgnt for Finance Title: Vice President for Development
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6. STATUTORY AUDITORS

The Issuer’s annual consolidated financial statements as of 31 December 2005 and 31 December 2004 were audited in
accordance with IFRS by Deloitte Audit s.r.o0., with its registered office at Praha 1, Tyn 641/4, ZIP Code 110 00, Czech
Republic, Identification Number 49620592, registered in the Commercial Register maintained by the Municipal Court
in Prague, Section C, File No. 24349, who examined these statements and in each case issued an unqualified audit
opinion. Deloitte Audit s.r.o. is a holder of the certificate of the Chamber of Auditors of the Czech Republic, Certificate
No. 079.

The Issuer’s annual statutory financial statements as of 31 December 2005 were audited in accordance with
Luxembourg GAAP by BDO Compagnie Fiduciaire S.A., with its registered office at 5 Boulevard de la Foire, L-1528,
Luxembourg, who examined these statements and issued an unqualified audit opinion. BDO Compagnie Fiduciaire
S.A. is a member of the Institut des Réviseurs d’Entreprises.

The Issuer’s annual statutory financial statements as of 31 December 2004 and 31 December 2003 were audited in
accordance with Luxembourg GAAP by Audiex S.A. with its registered office at 57, Avenue de la Faiencerie, L-1510,
Luxembourg, who examined these statements and in each case issued an unqualified audit opinion. Audiex S.A. is a
member of the Institut des Réviseurs d’Entreprises.

The last available financial statements are for period ended 30 September 2006.
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7. SUBSCRIPTION AND SALE

7.1. General Information on the Offering

The Issuer and Ceskd spofitelna, a.s., with its registered seat at Olbrachtova 1929/62, Prague 4, ZIP Code 140 00,
Identification Number 45244782, registered in the Commercial Register maintained by the Municipal Court in Prague,
Section B, File No. 1171, entered into the Agreement on Procurement of the Bond Issue, as amended, whereby the Issuer
authorized Ceska sporitelna, a.s., as the Lead Manager and Bookrunner of the Bonds issue, with all activities in connection
with the issue and placement of the Bonds, including the activities of the Listing Agent and Paying and Fiscal Agent.

The Issuer has decided to issue the Bonds in the aggregate principal amount of up to CZK 2,000,000,000. The Bonds
have been and will be offered and sold by the Issuer (through the Lead Manager) in the Czech Republic and/or abroad
solely in a manner that is not subject to the requirement to publish a prospectus of the Issuer under the Capital Markets
Act and/or the relevant foreign regulation. For the purposes of such offer and sale in the Czech Republic or elsewhere,
the Issuer, or the Lead Manager respectively, may use a document that is identical in content with this Prospectus, but
is not a prospectus within the meaning of the Capital Markets Act or the relevant foreign regulation. The Issuer has
published this Prospectus for the purposes of admission of the Bonds to trading on the secondary market of the PSE.

Any potential offering of any Bonds by the Issuer, or the Lead Manager respectively, in the Czech Republic (including
the distribution of a document identical in content with this Prospectus) is made on the basis of Section 35(2)(a) of the
Capital Markets Act or an equivalent exemption available abroad. Accordingly, the Bonds will be offered exclusively
to qualified investors.

7.2. Allocation and Subscription of the Bonds

The Bonds shall be offered and allocated following a book-building process, through which the Lead Manager will
secure the interest of potential investors in the Bonds. The Bonds will be offered by the Lead Manager for subscription
and sale primarily in the Czech Republic to qualified investors (local or foreign) in compliance with relevant laws.

Once the interest of potential investors in the Bonds is ascertained, the Issuer (having consulted the Lead Manager)
shall fix the Margin and Issue Price of the Bonds (as such terms are defined in Chapter 8 of this Prospectus), and the
subscribed Bonds will be allocated to individual investors.

Detailed terms of the offer, commissions, subscription conditions, and the methods and terms of repayment and
delivery of the Bonds will be set in a Subscription Agreement with respect to the Bonds entered into by and among the
Issuer and the underwriter(s) without undue delay upon the completion of the book-building process and fixing of the
final terms of the offer. Without undue delay, the Issuer is required to notify the subscribers of the Bonds through the
authorized Lead Manager by sending confirmation of the final terms of the issue.

7.3. Note on Restrictions of Prospectus Distribution and Selling Restrictions

The distribution of this Prospectus, and the offering, sale, or purchase of the Bonds in certain jurisdictions are
restricted by law. The persons who come into possession of this Prospectus are required to inform themselves of, and
to comply with, all such restriction as may be applicable to them. This Prospectus alone is not an offer to sell the
Bonds and is not soliciting offers to purchase the Bonds in any jurisdiction.

The Issuer points out to the prospective purchasers of the Bonds that the Bonds are not and will not be registered under
the U.S. Securities Act of 1933, as amended (hereinafter the “U.S. Securities Act”), or by any securities commission
or any other regulatory agency of any other regulatory agency of any state of the United States of America, and
accordingly, the Bonds may not be offered, sold, or delivered within the United States or to U.S. persons (as such terms
are defined in Regulation S under the U.S. Securities Act) other than by virtue of an exemption from the registration
requirement under the U.S. Securities Act, or in a transaction that is not subject to the registration requirement under
the U.S. Securities Act.

The Issuer urges the purchasers of the Bonds to comply with the provisions of all applicable laws and regulations in
effect in any jurisdiction (including the Czech Republic) where they will purchase, offer, sell, or deliver the Bonds, or
where they will distribute, make available, or otherwise circulate the Prospectus or any other offering or promotion
material or information related to the Bonds, in all cases at their own cost and irrespective of whether the Prospectus or
such other offering or promotion material or information related to the Bonds is in printed form or in an electronic or
other intangible form only.

Each person who acquires a Bond shall be deemed to have represented and agreed that (i) such person is familiar with
all the relevant restrictions on the offer and sale of the Bonds related to such person and the relevant method of offer or
sale, (ii) such person shall not offer for resale or resell the Bonds without complying with the relevant restrictions
applicable to such person and to the relevant method of offer and sale, (iii) before offering for resale or reselling the

33



Bonds, such person shall inform the prospective purchasers that the offer for resale or the resale of the Bonds may in
various jurisdictions be subject to statutory restrictions that must be observed.

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (the
"Prospectus Directive") (each, a "Relevant Member State"), each dealer of the Bonds will be required to represent
and agree, that with effect from and including the date on which the Prospectus Directive is implemented in that
Relevant Member State (the "Relevant Implementation Date") it has not made and will not make an offer of
Instruments to the public in that Relevant Member State except that it may, with effect from and including the Relevant
Implementation Date, make an offer of Instruments to the public in that Relevant Member State:

1. in the period beginning on the date of publication of a Prospectus in relation to those Instruments which has
been approved by the competent authority in that Relevant Member State or, where appropriate, approved in another
Relevant Member State and notified to the competent authority in that Relevant Member State, all in accordance with
the Prospectus Directive and ending on the date which is 12 months after the date of such publication;

2. at any time to legal entities which are authorised or regulated to operate in the financial markets or, if not so
authorised or regulated, whose corporate purpose is solely to invest in securities;

3. at any time to any legal entity which has two or more of (1) an average of at least 250 employees during the
last financial year; (2) a total balance sheet of more than €43,000,000 and (3) an annual net turnover of more than
€50,000,000, as shown in its last annual or consolidated accounts; or

4, at any time in any other circumstances which do not require the publication by the Issuer of a prospectus
pursuant to Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an "offer of Instruments to the public" in relation to any Instruments
in any Relevant Member State means the communication in any form and by any means of sufficient information on
the terms of the offer and the Instruments to be offered so as to enable an investor to decide to purchase or subscribe
the Instruments, as the same may be varied in that Member State by any measure implementing the Prospectus
Directive in that Member State and the expression Prospectus Directive means Directive 2003/71/EC and includes any
relevant implementing measure in each Relevant Member State.

7.4. Listing

The Issuer filed an application for admission of the Bonds to listing and trading on the secondary market of the Prague
Stock Exchange (Burza cennych papirt Praha, a.s.) in accordance with the PSE regulations setting forth the
requirements for admission of a security to exchange trading and assumes initial commencing of trading on or about 30
March 2007.

7.5. Certain Provisions Relating to the Primary Settlement of the Bonds

The Bonds will be represented by the Global Bond, which will be deposited with Univyc on or before the Issue Date.
The primary settlement of the Bonds will be made through Univyc against the payment of the purchase price of the
issued Bonds so that the initial purchasers are registered in the register kept by Univyc as holders participating in the
total principal amount of the Global Bond by holding the relevant number of Bonds on or before the Issue Date.
Univyc is a wholly owned subsidiary of the Prague Stock Exchange, and is licensed by the Czech National Bank to
carry out the settlement of trades effected at the Prague Stock Exchange. Any settlement of securities at Univyc can
only be made through a member of Univyc. The majority of prominent securities brokers in the Czech Republic are
members of Univyc.

In order to achieve the primary settlement of the Bonds, the initial purchasers of the Bonds must proceed in accordance
with the instructions of the Lead Manager or its agents. In particular, any initial purchaser of the Bonds who is not
himself a member of Univyc must appoint a local securities broker who is a member of Univyc as its agent, and
instruct such agent to take all actions required for the primary settlement of the Bonds. There can be no assurance that
the Bonds will be duly delivered to the initial purchasers if such initial purchasers or the securities brokers acting as
their agents fail to follow all the procedures and the relevant instructions for the primary settlement of the Bonds.

7.6. Stabilization

The Lead Manager may perform stabilization of the Bonds and may, in its discretion, take certain steps as it deems
necessary and reasonable with the aim of the stabilization or maintaining such price level of the Bonds which would
not have to necessarily prevail otherwise. The Lead Manager may terminate such stabilization at any time. Such
activity shall be performed by the Lead Manager only in the extent permitted by the applicable laws and regulations.
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8. TERMS AND CONDITIONS

These terms and conditions (the “Terms and Conditions™) govern the rights and obligations of the Issuer (as such
term is defined below) and the Bondholders (as such term is defined below), and provide more detailed information
about the issuance of unsecured unsubordinated bonds (the “Bonds”) due in 2012, in the anticipated aggregate
principal amount of up to CZK 2,000,000,000 (two billion Czech crowns), bearing interest at a floating rate as
determined pursuant to Article 5 of these Terms and Conditions, to be issued by ECM REAL ESTATE
INVESTMENTS A.G., with its seat at 5 Boulevard de la Foire, L-1528, Luxembourg, a Luxembourg public company
limited by shares registered with the Register of Commerce and Companies in Luxembourg under Reg. No. B65.153
(the “Issuer”). The issue of the Bonds was approved by a decision of the board of directors of the Issuer dated
7 March 2007.

If no such change as described in Article 11.1.2 of these Terms and Conditions takes place, the services of the fiscal
and paying agent related to the payment of interest on the Bonds and to the repayment of the principal of the Bonds
will be provided to the Issuer by Ceska spofitelna, a.s., with its registered seat at Olbrachtova 1929/62, Prague 4, Zip
Code 140 00, Identification No. 45244782, registered in the Commercial Register maintained by the Municipal Court
in Prague, Section B, File No. 1171 (“Ceska spoFitelna”) based on the terms and conditions of the fiscal and paying
agency agreement (the “Fiscal and Paying Agency Agreement”). The Issuer may authorize additional or another
person having a license for the conduct of such activities to perform the services of the fiscal and paying agent related
to the payment of interest on the Bonds and the repayment of the principal of the Bonds (Ceska spofitelna or such other
person is hereinafter referred to as the “Fiscal and Paying Agent”) under a Fiscal and Paying Agency Agreement. A
counterpart of the Fiscal and Paying Agency Agreement will be available for inspection by the Bondholders during
regular office hours at the specified office of the Fiscal and Paying Agent (the “Specified Office”), as set forth in
Article 11 of these Terms and Conditions. The Bondholders are advised to make themselves familiar with the Fiscal
and Paying Agency Agreement as this is important, inter alia, for the actual making of payments to the Bondholders.

If no such change as described in Article 11.2.2 of these Terms and Conditions takes place, the services of the listing
agent related to the listing of the Bonds in the relevant public market will be provided to the Issuer by Ceska
spofitelna. The Issuer may authorize any other person having a license for the conduct of such activities to perform the
services of the listing agent related to the listing of the Bonds in the relevant public market (Ceska spofitelna or such
other person is hereinafter referred to as the “Listing Agent”). Through the Listing Agent, the Issuer has applied for
admission of the Bonds for trading on the secondary market of the Prague Stock Exchange (the “PSE”). If the PSE
Listing Committee admits the Bonds to trading on the secondary market of the PSE, the Bonds will have the status of a
listed security as of the Issue Date (as defined below). As of the Issue Date, the Issuer’s costs related to the admission
of the Bonds to (i) trading on the secondary market of the PSE amount to CZK 50,000 (fifty thousand Czech crowns)
and (ii) trading and settlement on the secondary market of the PSE to 0.05% (annually), max. CZK 85,000 (eighty five
thousand Czech crowns) of the aggregate principal amount of the Bonds.

If no such change as described in Article 11.3.2 of these Terms and Conditions takes place, the services of the
calculation agent in connection with calculations with respect to the Bonds will be provided to the Issuer by Ceska
spofitelna. The Issuer may authorize additional or another person having a license for the conduct of such activities to
perform the services of the calculation agent in connection with calculations with respect to the Bonds provided that
the Fiscal and Paying Agent and the Calculation Agent will be the same person (Ceské spofitelna or such other person
is hereinafter referred to as the “Calculation Agent”).

These Terms and Conditions have been drafted in accordance with Czech Act No. 190/2004 Coll., as amended (the
“Bonds Act”) as a part of the prospectus of the Bonds pursuant to Article 7(3) of the Bonds Act, and approved by
decision Ref. No. Sp/544/78/2007 2007/4290/540 of the Czech National Bank dated 12 March 2007, which became
final and effective on 12 March 2007. The prospectus of the Bonds has been prepared in accordance with Czech Act
No. 256/2004 Coll., as amended (the “Capital Markets Act”), and Commission Regulation (EC) No 809/2004 of 29
April 2004, implementing Directive 2003/71/EC of the European Parliament and of the Council as regards information
contained in prospectuses as well as the format, incorporation by reference and publication of such prospectuses and
dissemination of advertisements (the “Regulation”), and approved by decision Ref. No. Sp/544/78/2007
2007/4290/540 of the Czech National Bank dated 12 March 2007, which became final and effective on 12 March 2007.
The ISIN of the Bonds is CZ0000000211. The title of the Bonds is “Bonds of ECM REAL INVESTMENTS A.G.
FRN/2012%.

1. General Characteristics of the Bonds
1.1 Form, Type, Denomination, Class

The Bonds are certificated securities, in bearer form (represented by the Global Bond, as such term is defined below),
are issued in the quantity of up to 2,000 (two thousand) bonds in a denomination of CZK 1,000,000 (one million Czech
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crowns) each, and will be listed securities if admitted to trading on the secondary market organized by the PSE. No
pre-emptive or conversion rights shall attach to the Bonds.

1.2 Bondholders; Transfer of the Bonds
1.2.1 Transferability of the Bonds

There is no restriction on the transfer of the Bonds, but unless it is contrary to applicable law, the transfers of the
Bonds may be suspended commencing on the day immediately following the Record Date for Principal Repayment (as
such term is defined below) in accordance with Article 7.3.2 of these Terms and Conditions.

1.2.2 Bondholders

(@)  The Bonds issued and subscribed for as of the Issue Date will be represented by a global certificate carrying no
coupons (the “Global Bond”). The Global Bond shall be deposited for custody and management with
UNIVYC, a.s., with its registered office at Rybna 14, Prague 1, Zip Code 110 05, Czech Republic, Identification
No. 25081489, registered in the Commercial Register maintained by the Municipal Court in Prague, Section B,
File No. 4308 (“Univyc”), on or before the Issue Date. The Bondholders shall participate in the total principal
amount of the Global Bond by holding a certain number of Bonds, without any serial numbers being assigned to
such Bonds. The Global Bond shall be jointly owned by the holders of interests in the Global Bond. If a
number of the Bonds through which the Bondholders participate in the total principal amount of the Global
Bond are redeemed early or if additional Bonds are issued within the Issue Period or Additional Issue Period,
the total principal amount of the Global Bond shall be reduced or increased accordingly. The holder of an
interest in the Global Bond shall hold such number of Bonds as corresponds to its interest in the Global Bond,
and shall have all the rights pertaining to a Bondholder (including the right to interest on the Bond). Specific
Bonds will not be issued and the Bondholders are not entitled to request specific Bonds.

(b)  The rights attached to the Bonds may be exercised with the respect to the Issuer by any person (hereinafter also
referred to as a “Bondholder”) recorded in the register kept by Univyc as a person participating in the Global
Bond by holding a specific number of Bonds. If Univyc ceases to keep the register of persons participating in
the Global Bond (e.g. due to the expiry or termination of its license), such register will be maintained by the
Fiscal and Paying Agent and all other activities performed by Univyc with respect to the Global Bond and the
holders of interest in the Global Bond in accordance with these Terms and Conditions will be performed by the
Fiscal and Paying Agent.

(c)  The interests of a Bondholder in the Global Bond shall be transferred upon registration of such transfer in the
register kept by Univyc. Until the Issuer is notified, in a convincing manner, of the facts proving that a
Bondholder is not the holder of the securities concerned, the Issuer and the Fiscal and Paying Agent shall deem
the Bondholder to be the holder in due course in all respects and make payments to such Bondholder in
accordance with these Terms and Conditions.

1.3 Separation of the Right to Interest
There will be no separation of the right to receive interest payable on the Bonds.
1.4 Certain Obligations of the Issuer

The Issuer undertakes to pay interest on and repay the principal of the Bonds in accordance with these Terms and
Conditions.

The Issuer undertakes to use its reasonable efforts to ensure that the Bonds are listed securities within the meaning of
the Capital Markets Act during the entire term of their existence.

2. Issue Date and Underwriting of the Bonds; Issue Price
2.1 Issue Date, Issue Price

The expect issue date of the Bonds is scheduled on 30 March 2007 (the “Issue Date”). The issue price of the Bonds
issued on the Issue Date shall amount to 100% of their principal amount.

The issue price of any Bonds issued after the Issue Date during the Issue Period or the Additional Issue Period (as such
terms are defined below) will be set by the Issuer in order to reflect prevailing market conditions. The relevant accrued
interest will be added to the issue price of any Bonds issued after the Issue Date during the Issue Period or Additional
Issue Period.

36



2.2 Method and Place of Underwriting the Bonds

The Bonds shall be offered for underwriting and purchase primarily in the Czech Republic exclusivelyto qualified
investors (Czech and foreign) in accordance with the applicable laws of the Czech Republic through the Lead Manager
of the issue of the Bonds.

The Lead Manager of the issue of the Bonds (the “Lead Manager”) shall be Ceska spofitelna.

The primary settlement of the Bonds shall be effected through Univyc by delivery-versus-payment method so that the
initial purchasers are registered with Univyc as the holders of the interest in the Global Bond representing the relevant
number of Bonds on or before the Issue Date against payment of the purchase price of the issued Bonds set as the total
nominal value multiplied by the Issue Price.

2.3 Anticipated Aggregate Principal Amount of the Bonds, Issue Period and Additional Issue Period

The anticipated principal amount of the issue of the Bonds is equal to CZK 2,000,000,000 (two billion Czech crowns).
The issue period for underwriting the Bonds shall commence running on 20 March 2007 and shall terminate 24 months
after the Issue Date (the “Issue Period”).

The Issuer shall be entitled to issue the Bonds up to the anticipated aggregate principal amount, during the Issue Period
and after its expiry, at any time during an additional issue period, if any, set and published by the Issuer in accordance
with applicable legal regulations (the “Additional Issue Period”).

The Issuer shall be entitled to issue the Bonds in an aggregate principal amount smaller than the anticipated aggregate
principal amount.

The Issuer shall be entitled to issue the Bonds in an aggregate principal amount higher than the anticipated aggregate
principal amount, during the Issue Period and, after its expiry, within the Additional Issue Period. If the Issuer decides
to issue the Bonds in an aggregate principal amount higher than the anticipated aggregate principal amount, the volume
of such increase will not exceed 75% (seventy five per cent) of the anticipated aggregate principal amount of the
Bonds of the anticipated aggregate principal amount.

The Issuer shall be entitled to issue the Bonds in tranches, both during the Issue Period and Additional Issue Period.
The Issuer shall be entitled to set the Additional Issue Period repeatedly.

Without undue delay after the expiration of the Issue Period and/or the Additional Issue Period, the Issuer shall give
notice to the Bondholders, in such manner as provided by applicable law, of the aggregate principal amount of all the
issued Bonds, but only if such aggregate principal amount of all the issued Bonds is smaller or higher than the
anticipated aggregate principal amount of the issue of the Bonds.

3. Status of the Obligations Under the Bonds

The Bonds (and all payment obligations of the Issuer from the Bonds towards the Bondholders) constitute direct,
general, unsecured, unconditional and unsubordinated liabilities of the Issuer, which are and will rank pari passu
among themselves and at least pari passu with any present and future unsubordinated and unsecured liabilities of the
Issuer, with the exception of such liabilities preferred by binding mandatory legal provisions. The Issuer undertakes to
treat all Bondholders equally under the same circumstances.

4. Negative Pledge

The Issuer undertakes that until the full payment of all of its payment liabilities resulting from issued and outstanding
Bonds, it will neither secure nor allow any security to be created in respect of any Liabilities (as defined below) of the
Issuer by way of any mortgages, pledges or any other similar third party rights attached to the Issuer’s current or future
property or income, unless the Issuer secures simultaneously with the creation of such mortgages, pledges or any other
similar third party rights that the Issuer’s liabilities under the Bonds are secured (i) equally with such secured
Liabilities, or (ii) otherwise, as may be approved by a resolution of the Bondholder Meeting in accordance with Article
14 of these Terms and Conditions.

The previous paragraph shall not apply to mortgages, pledges or any other similar third party rights attached to the
Issuer’s property that:

(1) have been created in order to secure any Liabilities of the Issuer (with the exception of the liabilities set forth
in (b), (c) and (d) below) that will not exceed in their aggregate 45% of the value of the consolidated assets of
the Issuer. For the purposes of this sub-paragraph, the consolidated assets of the Issuer means the
consolidated assets of the Issuer reported in the last audited consolidated financial statements of the Issuer,
prepared in accordance with the IFRS; or

Gg) have been attached to the Issuer’s property at the time of its acquisition by the Issuer; or
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&) have been attached to the Issuer’s property for the purpose of securing liabilities arising exclusively in
connection with the acquisition of such property or any portion thereof by the Issuer; or

) have been attached to the Issuer’s property by operation of law in connection with the Issuer’s usual conduct
of business or in connection with the Issuer’s usual banking operations.

“Liabilities” means, for the purposes of these Terms and Conditions, with respect to any person any existing liabilities
or future liabilities of such person in respect of the repayment of principal of borrowed money (including, without
double counting, liabilities arising from guarantees provided to third persons in respect of the repayment of principal of
borrowed money).

5. Interest
5.1 Method of Interest Calculation

The Bonds shall bear interest at a floating rate to be fixed by the Calculation Agent for each Interest Period (as such
term is defined below in this Article 5.1) as the sum of (i) the Reference Rate (as such term is defined below in this
Article 5.1) fixed by the Calculation Agent on the Reference Rate Fixing Date (as such term is defined below in this
Article 5.1) at such hour at which it is commonly determined, and (ii) a margin fixed on the basis of the bookbuilding
process and published by the Issuer prior to the Issue date in the same way as the Prospectus (the “Margin”).

For the purposes of these Terms and Conditions, “Reference Rate” means 6M PRIBOR, with “6M PRIBOR” meaning
the percentage interest rate per annum appearing on page PRBO of the “Reuter Screen Service” (or any successor page
or in any other official source quoting such rate) as the value of interest rate fixing for the sale on the Prague market of
Czech crown interbank deposits for a six-month period, as determined by the Czech National Bank as the rate in effect
at 11.00 a.m. (Prague time) on the relevant Reference Rate Fixing Date. If no 6M PRIBOR can be fixed on any
relevant date by the method described above, then 6M PRIBOR shall be determined by the Calculation Agent on the
basis of PRIBOR for the nearest longer period for which PRIBOR is quoted on page PRBO (or in any other official
source) and PRIBOR for the nearest shorter period for which PRIBOR is quoted on page PRBO (or in any other
official source). If no 6M PRIBOR can be fixed by either of these methods, then 6M PRIBOR on such date shall be
determined by the Calculation Agent as the arithmetic mean of interest rate quotations for the sale of Czech crown
interbank deposits for a six-month period on such date after 11:00 a.m. (Prague time) as notified by at least 3 (three)
banks operating on the Prague interbank market selected by the Calculation Agent. If 6M PRIBOR cannot be
determined even by this method, then 6M PRIBOR shall be equal to 6M PRIBOR established in accordance with the
procedure described above in this paragraph as of the nearest preceding date on which 6M PRIBOR could be so
established. For the avoidance of doubt, if 6M PRIBOR ceases to exist as a result of the membership of the Czech
Republic in the European Union, or if 6M PRIBOR generally ceases to be used on the interbank deposit market, then
6M PRIBOR shall be replaced by the rate commonly used on the interbank deposit market in the Czech Republic.

For the purposes of these Terms and Conditions, “Reference Rate Fixing Date” means the second Business Day prior
to the first day of the relevant Interest Period. For the purposes of the first Interest Period, the Reference Rate shall be
fixed around 11 a.m. (Prague time) 2 (two) Business Days prior to the Issue Date.

Interest shall accrue from the first day of each Interest Period to the last day included in such Interest Period at the
interest rate applicable to such Interest Period. Interest for each Interest Period shall be paid semiannually in arrears,
as of 30 March and 30 September of each year (the “Interest Payment Date”) in accordance with Article 7 of these
Terms and Conditions and the Fiscal and Paying Agency Agreement. The first payment of interest shall be made on
30 September 2007.

For the purposes of these Terms and Conditions, “Interest Period” means the period from and including the Issue
Date to and excluding the first Interest Payment Date, and each subsequent period from and including the Interest
Payment Date to and excluding the next Interest Payment Date until the Maturity Date (as such term is defined below
in Article 5.4 of these Terms and Conditions). For the purposes of the running of any Interest Period, the Interest
Payment Date shall not be shifted in accordance with the Business Day Convention (as such term is defined below in
Article 7.2 of these Terms and Conditions).

5.2 Day Count Convention for Interest Calculation

For the purposes of calculating interest payable on the Bonds for a period of less than 1 (one) year, the “Act/360” day
count convention shall be used for interest calculation (this means that for the purposes of calculating interest for a
period of less than one year, a year shall be deemed to consist of 360 (three hundred sixty) days, but the calculation
shall be based on the actual number of days elapsed in the given Interest Period), i.e., on the basis of the same day
count convention as used for 6M PRIBOR. If the day count convention used for 6M PRIBOR is changed, the relevant
interest rate on the Bonds shall be recalculated from such day count convention to the “Act/360” day count convention.
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5.3 Interest Determination

The amount of interest payable on one Bond for each period of 1 (one) current year shall be determined as the product
of the principal of such Bonds and the relevant interest rate (expressed as a decimal number). The amount of interest
payable on one Bond for any period of less than 1 (one) current year shall be determined as the product of the principal
of such Bond, the relevant interest rate (expressed as a decimal number), and the relevant day fraction calculated
according to the day count convention referred to in Article 5.2 of these Terms and Conditions. The amount of interest
thus calculated shall by rounded upwards to the nearest ten hellers by the Calculation Agent and communicated to the
Bondholders without undue delay in accordance with Article 13. of these Terms and Conditions.

5.4 End of Interest Accrual

The Bonds shall cease bearing interest as of the Maturity Date (the “Maturity Date” means both the Final Redemption
Date and the Early Redemption Date), unless upon fulfillment of all requirements, the payment of the outstanding
amount is unlawfully retained or withheld by the Issuer. In such event, interest shall continue to accrue at the above
rate until the earlier of (a) the date on which all amounts due and payable as of that date in accordance with these
Terms and Conditions have been paid to the Bondholders or their agents, and (b) the date on which the Fiscal and
Paying Agent notifies the Bondholders that it has received all amounts payable in connection with the Bonds, unless
additional retention or withholding of payments occurs after such notice.

6 Redemption and Purchase of the Bonds
6.1 Final Redemption

Unless previously redeemed or purchased by the Issuer and canceled as specified below, the entire principal amount of
the Bonds shall be redeemed in a single payment on 30 March 2012 (the “Final Redemption Date”) in accordance
with Article 7 of these Terms and Conditions and the Fiscal and Paying Agent Agreement.

6.2 Early Redemption at the Option of the Issuer

The Issuer is not entitled to redeem the Bonds prior to the Final Redemption Date at its option with the exception of
early redemption of any Bonds held by the Issuer in accordance with Article 6.4 of these Terms and Conditions.

6.3 Purchase of the Bonds

Under the terms and conditions set forth below, the Issuer shall be entitled to purchase any of the Bonds at any time on
the regulated market or otherwise at any price.

6.4 Cancellation of the Bonds Purchased by the Issuer

Unless provided otherwise by the Luxembourg law, the Bonds purchased by the Issuer shall not be canceled, and the
Issuer shall have discretion in deciding whether to hold and, if appropriate, resell the Bonds or whether to accelerate
them before maturity, on the conditions set forth below, by notice to the Fiscal and Paying Agent as of the date of
delivery of such notice to the Fiscal and Paying Agent, unless a later date is stipulated in the Issuer’s notice. In such
event, the rights and obligations under the Bonds shall automatically terminate by virtue of a merger of the rights and
obligations in a single person (for the avoidance of doubt, the provision of Article 7.3 of these Terms and Conditions
shall not apply).

6.5 Deemed Payment

If the Issuer pays to the Fiscal and Paying Agent the full amount of the principal of the Bonds together with accrued
interest (if relevant) payable in connection with the redemption of the Bonds in accordance with Articles 5., 6., 9.,
14.4.1 and 14.4.2 of these Terms and Conditions, all liabilities of the Issuer under the Bonds, for the purposes of
Article 4 of these Terms and Conditions, shall be deemed fully discharged as of the date on which the relevant amount
is credited to the account of the Fiscal and Paying Agent.

6.6 Disposal of Funds in an Account maintained by the Fiscal and Paying Agent

The Issuer shall not be entitled to dispose of the funds paid by the Issuer into an account with the Fiscal and Paying
Agent for the purpose of the payment of interest on or repayment of the principal of the Bonds (with the exception of
interest accrued on such funds), and the Fiscal and Paying Agent shall use such funds for payments to the Bondholders
in accordance with these Terms and Conditions.

6.7 Issuer’s Covenant to Pay the Amount Due

The Issuer undertakes to pay the principal of and interest on the Bonds (or, if applicable, a pro rata share of interest in
the case of early redemption) in such manner and at such place as specified in these Terms and Conditions.

39



7. Payments
7.1 Currency of Payments

The Issuer undertakes to pay the interest and principal in respect of the Bonds exclusively in Czech crowns, or in any
other lawful currency of the Czech Republic as might replace the Czech crown. The interest and principal in respect of
the Bonds shall be paid to the Bondholders subject to and in accordance with these Terms and Conditions, and the tax,
foreign exchange, and other applicable laws and regulations of the Czech Republic and/or Luxembourg as in effect at
the time of the relevant payment.

In the event that (a) the Czech crown or any other lawful currency of the Czech Republic that might replace the Czech
crown ceases to exist and is superseded by the euro, and (b) unless it is contrary to a mandatory provision of law, (i)
the denomination of the Bonds shall be changed to euro in accordance with applicable law, and (ii) all the sums
payable under the Bonds shall automatically and without any further notice to the Bondholders be payable in euro,
with the official rate (i.e., the fixed conversion ratio) in accordance with applicable law being used as the exchange rate
between the currency concerned or the national currency unit and the euro. Such replacement of the applicable
currency or the national currency unit (i) shall not, in any respect, affect the existence or enforceability of the Issuer’s
obligations under the Bonds, and (ii) for the avoidance of doubt, shall not be deemed to constitute any change to these
Terms and Conditions or an Event of Default under these Terms and Conditions.

7.2 Payment Date

The payment of interest on and the repayment of the principal of the Bonds shall be made through the Fiscal and
Paying Agent on such dates as specified in these Terms and Conditions (each such date being hereinafter referred to,
according to its meaning, as the “Interest Payment Date” or “Final Redemption Date” or “Early Redemption
Date” or also as the “Payment Date”). If any Payment Date falls on a date that is not a Business Day, the Issuer shall
be obliged to pay the due and payable sums on the next following Business Day, and no additional interest or other
charges shall accrue and be payable by reason of such delay in payment (“Business Day Convention™).

For the purposes hereof, “Business Day” shall be any calendar day (other than a Saturday or Sunday) on which banks
in the Czech Republic and Univyc are open for business, and on which interbank payments in Czech crowns or in any
other lawful currency of the Czech Republic that might replace the Czech crown are settled.

7.3 Determination of the Right to Receive Payments Related to the Bonds
7.3.1 Interest

Unless otherwise provided in these Terms and Conditions, the interest shall be paid to persons entered as persons
participating in the Global Bond by holding a certain number of Bonds in the register kept by Univyc at the close of
the calendar day (the “Record Date for Interest Payment”) that is 1 (one) month prior to the Interest Payment Date
(each such person, a “Payee”). The “Ex-Coupon Date” shall be the date immediately following the Record Date. For
the purposes of determining the recipient of interest, neither the Issuer nor the Fiscal and Paying Agent shall take
account of the transfer of any Bonds representing an interest in the Global Bond effected on or after the calendar day
on which the Ex-Coupon Date in respect of such payment falls.

7.3.2 Principal

Unless otherwise provided in these Terms and Conditions, the principal shall be paid to persons entered as persons
participating in the Global Bond by holding a certain number of Bonds in the register kept by Univyc at the close of
the calendar day (the “Record Date for Principal Repayment”) that is one month prior to the redemption date of the
Bonds (each such person, a “Payee”). The “Ex-Principal Date” shall be the date immediately following the Record
Date for Principal Repayment. For the purposes of determining the recipient of the principal of the Bonds, neither the
Issuer nor the Fiscal and Paying Agent shall take account of the transfer of any Bonds effected from the day
immediately following the Record Date until the relevant Payment Date. Unless it is contrary to applicable law,
transfers of all Bonds may be suspended from the Ex-Principal Date until the relevant Payment Date, and at the request
of the Fiscal and Paying Agent, the Bondholder shall be obliged to provide any assistance necessary to suspend such
transfers.

7.4 Payment Terms

The Fiscal and Paying Agent shall make payments to each Payee by wire transfer to such Payee’s account with a bank
in the Czech Republic according to an instruction that shall be communicated by the Payee to the Fiscal and Paying
Agent at the address of the Specified Office in a verifiable manner no less than 5 (five) Business Days prior to the
Payment Date. Such instruction shall be in the form of a written statement (with a notarized signature or signatures),
and contain sufficient details of such account to allow the Fiscal and Paying Agent to make the payment, and in the
case of a legal entity, such instruction shall be accompanied by an original or an officially certified copy of an excerpt
from the Commercial Register in respect of the recipient of the payment as of the Payment Date not older than 3
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(three) months (such instruction, together with the excerpt from the Commercial Register (if applicable), and the other
required appendices, if any, is hereinafter also referred to as the “Instruction”). The Instruction must be reasonably
satisfactory in form and substance to the Fiscal and Paying Agent, and the Fiscal and Paying Agent shall be entitled to
require that reasonably satisfactory evidence be given of the authority of the signatory of such Instruction to sign such
Instruction on behalf of the Payee. Such evidence may also be delivered to the Fiscal and Paying Agent no less than 5
(five) Business Days prior to the Payment Date. In this respect, the Fiscal and Paying Agent shall be authorized to
require that (i) a power of attorney be delivered in the event that the Payee is acting through an agent and that (ii) the
instruction from the Payee be subsequently confirmed. Any Payee who claims a tax relief in accordance with any
applicable double taxation treaty (to which the Czech Republic is a party) shall deliver to the Fiscal and Paying Agent
a certificate of such Payee’s tax domicile and such other documents as the Fiscal and Paying Agent and the applicable
tax authorities may request, together with the Instruction and as an integral part thereof. Notwithstanding such rights,
neither the Fiscal and Paying Agent nor the Issuer shall verify the authenticity or completeness of such Instructions, or
be liable for any damage incurred in connection with any delay in the delivery of such Instruction by any Payee, or
with the delivery of an incorrect or otherwise defective Instruction. Any originals of foreign official instruments or
any instrument notarized abroad must be super-authenticated or certificated by the Hague Convention apostille
(whichever is relevant). All documents written in a foreign language must be accompanied by an official Czech
translation. An Instruction shall be deemed proper if it contains all the items required by this Article 7.4, is
communicated to the Fiscal and Paying Agent in accordance with this Article 7.4, and meets the requirement of this
Article 7.4 in all other respects.

The obligation to pay interest on or repay the principal of a Bond shall be deemed discharged in a proper and timely
manner if the relevant amount has been remitted to the Payee in accordance with a proper Instruction under this Article
7.4, and if such amount is credited to the account of the Payee’s bank with the clearing center of the Czech National
Bank, if the payment is made in Czech crowns or in a currency that replaces the Czech crown (provided that settlement
in such currency is made through the clearing center of the Czech National Bank) on or before the maturity date for
such amount. In the event that the settlement of payments in the currency replacing the Czech crown is not made
through the clearing center of the Czech National Bank, the obligation to pay interest on or repay the principal of a
Bond shall be deemed discharged in a proper and timely manner if the relevant amount has been remitted to the Payee
in accordance with a proper Instruction under this Article 7.4, and if such amount is entered to the debit of the Fiscal
and Paying Agent’s account on or before the maturity date for the amount. If any Payee has failed to deliver a proper
Instruction to the Fiscal and Paying Agent in accordance with this Article 7.4, then the obligation to pay interest on or
repay the principal of the Bond shall be deemed discharged in a proper and timely manner with respect to the Payee if
the relevant amount has been remitted to the Payee in accordance with a proper Instruction pursuant to this Article 7.4
and credited to the account of such Payee’s bank with the clearing center of the Czech National Bank, or as the case
may be, entered to the debit of the Fiscal and Paying Agent’s account if the payment is made in a currency other than
the Czech crown, no later than 14 (fourteen) Business Days following the day on which the Fiscal and Paying Agent
received the proper Instruction, in which case such Payee shall have no right to receive any interest or additional
payment on account of the delay.

Neither the Issuer nor the Fiscal and Paying Agent shall be liable for any delay in the payment of any amount owing
caused by (i) the failure of the Payee to deliver in time the proper Instruction or any other documents or information
required to be delivered by it under this Article 7.4, (ii) such Instruction, document, or information being incomplete,
inaccurate or untrue, or (iii) circumstances beyond control of the Issuer or the Fiscal and Paying Agent; and no Payee
shall be entitled in any such event to receive any additional payment, interest, or other yield for any such delay in the
relevant payment.

7.5 Change in the Method and Place of Payment

The Issuer together with the Fiscal and Paying Agent shall be entitled to elect to change the method and place of
payment unless such change results in prejudice to the Bondholders. Notice of such election shall be given to the
Bondholders in accordance with Article 13. of these Terms and Conditions.

8. Taxation

The repayment of the principal of, and the payment of interest on, the Bonds shall be made without the withholding of
any taxes or charges of any kind, except as such withholding is required by applicable laws of the Czech Republic or
Luxembourg in effect from time to time. In the event that such withholding of taxes or charges is required by the
applicable laws of the Czech Republic or Luxembourg at the time of payment, the Issuer shall not be obliged to pay to
the Bondholders any additional amounts as compensation for such withholding taxes or charges.

9. Early Redemption of the Bonds upon the Occurrence of Events of Default
9.1 Events of Default

If any of the following events occurs and is continuing (each an “Event of Default”):
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(a)

(b)

(©)

(d)

(e)

¢

(h)

(@)

)

Non-Payment of Interest

any amount of interest in respect of the Bonds is not paid more than 10 (ten) business days after the due date
for the payment thereof; or

Breach of Other Obligations

the Issuer defaults in the performance or observance of any of its material obligations (other than the
obligation referred to in Article 9.1 (a) hereof) set forth in these Terms and Conditions (including the
obligation set forth in Article 4. of these Terms and Conditions), and such default remains unremedied for
more than 30 (thirty) days after written notice thereof given to the Issuer by the holder of any Bond (not
repaid or purchased or canceled as of such date) by a letter delivered to the Issuer or the Fiscal and Paying
Agent to the Specified Office; or

Cross-Default

(1) any debt or debts of the Issuer other than those referred to above under (a) of this Section 9.1 in an
aggregate amount greater than CZK 75,000,000 (seventy five million Czech crowns) (or an equivalent thereof
in any other currency) are not paid by the Issuer within 30 (thirty) calendar days following the due date for the
payment thereof, and remain unpaid on the date on which any grace period originally granted has expired, or
(i1) any such debt is declared to be due and payable prior to the original due date for the payment thereof other
than by the election of the Issuer or (to the extent that no event of default, however described, has occurred)
the creditor, except where the Issuer is contesting, in good faith and by appropriate procedure, its liability to
perform as to its amount or ground, and the Issuer makes such payment within the time limit imposed by the
final decision of the competent court or other authority in respect of such liability; or

Insolvency, Liquidation, etc.

(i) the Issuer becomes insolvent, generally suspends payments under its obligations, or is unable for a longer
period of time to pay its debts as they fall due, (ii) a bankruptcy trustee or liquidator of the Issuer or of the
whole or almost the whole of the undertaking, assets and revenues of the Issuer is appointed, (iii) the Issuer
files a petition in bankruptcy or applies for composition or files a motion for a moratorium, (iv) the Issuer is
declared bankrupt by any court, or (v) a petition in bankruptcy in relation to the Issuer is rejected by any court
on the grounds of insufficiency of assets to pay for the costs of the bankruptcy proceeding, or (vi) the
respective court renders a final and non-appealable decision or adopts a valid resolution on dissolution of the
Issuer with liquidation; or

Analogous Event

any event occurs which under the Luxembourg laws has an effect analogous to any of the events referred to in
indent (d) above; or

Cancellation of Listing
The Bonds cease to be listed securities; or
Sale of Assets

the Issuer will directly or indirectly sell, lease or transfer, in one transaction or a series of transactions, all or
substantially all the assets of the Issuer, unless a Meeting grants prior approval to such sale, lease or transfer
(for the purposes of this indent, “substantially all assets” shall be deemed to mean the minimum of 65% of the
value of all of the Issuer’s assets as reported in the last audited financial statements of the Issuer, compiled in
accordance with applicable legal regulations); or

Excessive Indebtedness

the Issuer will incur, assume, guarantee or otherwise become liable for any Liabilities in excess of 65% of the
value of the consolidated assets of the Issuer, and such event remains unremedied for more than twenty (20)
days after the date on which the Issuer, acting with due care, should and could have first detected such
excessive indebtedness, unless a Meeting (as such term is defined below) approves such a Liability prior to
the Issuer issuing, assuming, guaranteeing, incurring or otherwise becoming liable for such a Liability; or

Merger, etc.

the Issuer consolidates with, merges with or into, or de-merges into any legal entity that will not expressly
assume (in a legally valid and enforceable manner) all obligations of the Issuer under the Bonds, unless (i)
such assumption of all obligations of the Issuer under the Bonds occurs by operation of law, or unless (ii) a
Meeting approves in advance such a consolidation, merger or de-merger; or
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&) Payment of Dividend

the Issuer will (i) make, directly or indirectly, payment of any dividends or any other distribution of any sort
in respect to the Issuer’s shares or (ii) purchase, repurchase or make other acquisition of any of the Issuer’s
shares provided that the aggregate amount of such payments as set forth in (i) and (ii) would exceed 20% of
the consolidated net income of the Issuer for the most recent fiscal half-year for which consolidated financial
statements of the Issuer prepared in accordance with the International Financial Reporting Standards are
publicly available, unless a Meeting approves in advance such a payment, distribution, purchase, repurchase
or acquisition.

then:

any Bondholder may at its discretion request by written notice to the Issuer, delivered to the Specified Office of the
Fiscal and Paying Agent (the “Early Redemption Notice”), request an early redemption of the principal value of all
the Bonds held by such Bondholder, plus any accrued and undistributed interest thereon pursuant to Article 5. of these
Terms and Conditions, as at the Early Redemption Date, unless the Bonds become due and payable at an earlier date
pursuant to mandatory provisions of the law (in such case, the respective mandatory provisions of the law shall apply).

9.2 Maturity of Accelerated Bonds

All amounts payable by the Issuer to any Bondholder pursuant to the last paragraph of Article 9.1 of these Terms and
Conditions shall become due and payable as of the last Business Day of the month following the month in which the
Bondholder delivered to the Specified Office of the Fiscal and Paying Agent the relevant Early Redemption Notice
(such date, in addition to any other dates so named in these Terms and Conditions, is referred to as the “Early
Redemption Date”).

9.3 Withdrawal of an Early Redemption Notice

Any Early Redemption Notice may be withdrawn by the Bondholder, but only with respect to the Bonds held by such
Bondholder, and provided that such withdrawal was addressed to the Issuer and delivered to the Fiscal and Paying
Agent’s Specified Office before the relevant amount became due and payable pursuant to the preceding Article 9.2 of
these Terms and Conditions. However, any such withdrawal of an Early Redemption Notice shall have no effect on
Early Redemption Notices given by the other Bondholders.

9.4 Other Conditions for Early Redemption of the Bonds

The provisions of Article 7. of these Terms and Conditions shall be applied, as appropriate, to the early redemption of
the Bonds pursuant to this Article 9.

10. Statute of Limitations

Any claim arising under the Bonds shall be statute-barred and become unenforceable unless made within 10 (ten) years
from the date on which such claim first becomes due.

11. Fiscal and Paying Agent, Listing Agent and Calculation Agent
11.1 Fiscal and Paying Agent
11.1.1 Fiscal and Paying Agent and the Specified Olffice

Unless there is a change pursuant to Article 11.1.2 of these Terms and Conditions, Ceska spofitelna shall be the Fiscal
and Paying Agent, and the Fiscal and Paying Agent’s specified office and place of payment (the “Specified Office”)
shall be at the following address:

Ceska spofitelna, a.s.
Narodni 27
110 00 Praha 1

11.1.2 Additional or Other Fiscal and Paying Agent and Specified Office

The Issuer reserves the right to appoint an additional or other Fiscal and Paying Agent at any time, and to designate an
additional or other Specified Office of the Fiscal and Paying Agent. The Issuer shall give notice of any such change to
the Bondholders in the manner described in Article 13. of these Terms and Conditions, and any such change shall
become effective within 15 (fifteen) calendar days following such notice unless a later date is specified in such notice.
In any event, any such change that would otherwise become effective less than 30 (thirty) calendar days before or after
the Payment Date for any amount payable under the Bonds shall become effective on the 30" (thirtieth) day following
such Payment Date.

Any change anticipated by this Article 11.1.2 shall be without prejudice to the Bondholders.
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11.1.3 Relationship between the Fiscal and Paying Agent and the Bondholders

The Fiscal and Paying Agent shall act as an agent of the Issuer when performing the duties under the Fiscal and Paying
Agency Agreement, and shall be in no legal relationship to the Bondholders.

11.2 Listing Agent
11.2.1 Listing Agent

Unless there is a change pursuant to Article 11.2.2 of these Terms and Conditions, Ceska spofitelna shall be the Listing
Agent.

11.2.2 Additional and Other Listing Agent

The Issuer reserves the right to appoint another Listing Agent at any time. However, any change shall be without
prejudice to the Bondholders.

11.2.3 Relationship between the Listing Agent and the Bondholders

The Listing Agent shall act as an agent of the Issuer when performing its duties of the Listing Agent, and shall be in no
legal relationship to the Bondholders.

11.3 Calculation Agent
11.3.1 Calculation Agent

Unless there is a change pursuant to Article 11.3.2 of these Terms and Conditions, Ceska spofitelna shall be the
Calculation Agent.

11.3.2 Additional and Other Calculation Agent

The Issuer reserves the right to appoint an additional or another Calculation Agent at any time provided that the Fiscal
and Paying Agent and the Calculation Agent shall be one and the same person. However, any such change shall be
without prejudice to the Bondholders.

11.3.3 Relationship between the Calculation Agent and the Bondholders

The Calculation Agent shall act as an agent of the Issuer when performing its duties of the Calculation Agent, and shall
be in no legal relationship to the Bondholders.

12. Amendments and Waivers

The Issuer and the Fiscal and Paying Agent may agree, without the consent of the Bondholders, upon (i) any
amendment to any of the provisions of the Fiscal and Paying Agency Agreement if such amendment is exclusively of a
formal, secondary or technical nature, or is made to correct a manifest error, or is required by applicable law, and (ii)
any other amendment or waiver of any breach of any of the terms of the Fiscal and Paying Agency Agreement which,
in the reasonable opinion of the Issuer and the Fiscal and Paying Agent, shall be without prejudice to the Bondholders.

13. Notices

Any notice to the Bondholders pursuant to these Terms and Conditions shall be valid if published in Czech in at least
one daily newspaper of nationwide distribution (such as Hospodarské Noviny) and on the web pages of the Issuer
www.ecm.cz. If the mandatory provisions of law determine any other method for publishing any of the notices given
under these Terms and Conditions, such notice shall be deemed to be validly published upon its publication in
accordance with such provisions of law. If any notice is published in several manners, such notice shall be deemed to
have been given on the date of its first publication.

Any notice to the Issuer pursuant to these Terms and Conditions shall be deemed duly given if delivered to:

ECM Real Estate Investments A.G.
Na Strzi 65/1702
140 62 Praha 4

or to such other address as may be notified to Bondholders in the manner set out in the preceding paragraph of this
Article 13.

44



14. Bondholder Meetings
14.1 Authority and Convocation of the Meeting
14.1.1 Right to Convene a Meeting

The Issuer or any Bondholder or the Bondholders may convene a meeting of the holders of the Bonds (a “Meeting”) in
accordance with these Terms and Conditions if so required to decide on common interests of the Bondholders. The
cost of organizing and convening a Meeting shall be borne by the person convening the Meeting, unless the relevant
laws stipulate otherwise. The person convening a Meeting, if such person is any Bondholder or the Bondholders, shall,
no later than the day on which notice of the Meeting is published (see Article 14.1.3 of these Terms and Conditions),
(1) deliver to the Fiscal and Paying Agent (or further to the Issuer, if the Meeting is convened by a Bondholder or the
Bondholders) a request for procuring evidence of the number of all Bonds entitling the holder(s) to attend the Meeting
convened by the Issuer or a Bondholder or the Bondholders, i.e., an extract from the relevant register of the Bond
issue, and (ii) where relevant, pay to the Fiscal and Paying Agent an advance for the costs associated with its services
in relation to the Meeting. The due and timely delivery of the request pursuant to item (i) above and the payment of
the advance for the costs pursuant to item (ii) above are the prerequisites to the valid convening of a Meeting. If a
Meeting is convened by any Bondholder or the Bondholders, the Issuer shall be obliged to provide the Bondholder(s)
such assistance as may be required.

14.1.2 Meeting Convened by the Issuer

The Issuer shall be obliged to convene a Meeting in the cases set out in this Article 14.1.2 and in such other cases as
determined by the applicable mandatorily binding laws and regulations (the “Material Changes™):

(a) a proposed change or changes to these Terms and Conditions, except where the applicable laws and
regulations stipulate that no consent of the Bondholders to such a change is required;

(b) a proposal for a transformation of the Issuer (pursuant to the applicable provisions of the relevant
Luxembourg law);

(c) aproposal for entering into a controlling agreement or a profit transfer agreement (pursuant to the applicable
provisions of the relevant Luxembourg law) irrespective of which party the Issuer is;

(d) a proposal for entering into an agreement on the sale of all or any part of a business or an agreement of the
lease of all of any part of business (pursuant to the applicable provisions of the relevant Luxembourg law),
irrespective of which party the Issuer, if the due and timely repayment of the obligations under the Bonds may
be jeopardized;

(e) the Issuer’s default in the satisfaction of the rights attached to the Bonds for more than 7 (seven) days
following the day on which the right could be exercised;

(f) aproposal for the filing of an application for withdrawal of the Bonds from trading on the official market; or

(g) any other changes that might significantly impair the Issuer’s ability to discharge its obligations under the
Bonds.

14.1.3 Notice of Bondholder Meeting

The person convening a Meeting shall be obliged to give notice of the Meeting pursuant to Article 13 of these Terms
and Conditions no later than 15 (fifteen) calendar days prior to the holding of the Meeting. If a Meeting is convened
by any Bondholder or the Bondholders, such Bondholder(s) shall deliver a notice of the Meeting within the same time
limit also to the Issuer at the address of the Specified Office. The notice of the Meeting must contain at least (i) the
business name, Identification No. and the registered office of the Issuer, (ii) the designation of the Bonds, to the extent
of the title of the Bonds as a minimum, the Issue Date, and the ISIN, (iii) the venue, date, and hour of the Meeting,
with the venue being solely a place in Prague, the date being a day other than a Business Day, and the hour being not
earlier than 11:00 a.m., (iv) the agenda of the Meeting, including full proposals for resolution relating to individual
items of the agenda, and (v) the day that is the Record Date for the Attendance at the Meeting. The Meeting shall only
be authorized to decide on proposed resolutions contained in the notice of the Meeting.

14.2 Persons Entitled to Attend and Vote at a Meeting
14.2.1 Certificated Bonds

To be entitled to attend and vote at a Meeting, a person shall be a Bondholder recorded as a Bondholder in the register
kept by Univyc at the close of the day that is 3 (three) Business Days prior to the date of the relevant Meeting (the
“Record Date for the Attendance at the Meeting”) or any person who produces a certificate of the person in whose
account the relevant number of Bonds was recorded in the register of Univyc as of the Record Date for the Attendance
at the Meeting certifying that such person is a Bondholder and that the Bonds held by such person are registered in the
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account of the first person on account of their administration by such person. The certificate pursuant to the preceding
sentence must be satisfactory in form and substance to the Fiscal and Paying Agent. No account shall be taken of any
transfer of the Bonds representing an interest in the Global Bond made after the Record Date for the Attendance at the
Meeting.

14.2.2 Voting Rights

Each Bondholder entitled to attend a Meeting shall have such number of votes of the total number of votes as
corresponds to the ratio of the principal of the Bonds held by such Bondholder to the aggregate principal of the issued
and outstanding Bonds. No voting right shall be attached to any Bonds held the Issuer that were not early redeemed by
the Issuer within the meaning of Article 6.5 of these Terms and Conditions, and no such Bonds shall be counted in
determining the presence of a quorum at the Meeting. When the Meeting decides on recalling a Common Proxy (as
such term is defined below), the Common Proxy (if entitled to attend and vote at the Meeting) shall not vote.

14.2.3 Attendance of the Meeting by Other Parties

The Issuer shall be obliged to attend the Meeting, either in person or by proxy. Other persons entitled to attend a
Meeting are proxies of the Fiscal and Paying Agent, the Common Proxy (unless otherwise entitled to attend the
Meeting), and any guests invited by the Issuer and/or the Fiscal and Paying Agent.

14.3 Proceedings of a Meeting; Action by the Meeting
14.3.1 Quorum

A Meeting shall constitute a quorum if attended by a Bondholder or Bondholders entitled to vote at the Meeting and
holding Bonds, the principal amount of which represents more than 30% (thirty percent) of the aggregate principal
amount of the issued and outstanding Bonds. Before the opening of the Meeting, the Issuer, either alone or through the
Fiscal and Paying Agent, shall provide information on the number of Bonds whose holders are entitled to attend and
vote at the Meeting in accordance with these Terms and Conditions.

14.3.2 Chairman of the Meeting

The Meeting convened by the Issuer shall be chaired by the chairman appointed by the Issuer. The Meeting convened
by a Bondholder or the Bondholders shall be chaired by the chairman elected by a majority of the attending holders of
Bonds entitled to vote at the Meeting. Until the chairman is elected, the Meeting shall be chaired by the person
appointed by the person who convened the Meeting. The election of the chairman must be the first item on the agenda
of any Meeting not convened by the Issuer.

14.3.3 Common Proxy

The Meeting may elect, by resolution, an individual or legal entity to be a common proxy and entrust the common
proxy with the performance of the functions pursuant to Section 24 (1) of the Bonds Act (hereinafter the “Common
Proxy”). The Meeting may recall the Common Proxy in the same way in which the Common Proxy was elected.

14.3.4 Action by the Meeting

The Meeting shall decide on the matters submitted in the form of a resolution. Any resolution that (i) approves a
proposal pursuant to Article 14.1.2 (a) of these Terms and Conditions, or (ii) appoints or recalls a Common Proxy shall
require the affirmative vote of at least % (three-quarters) of the votes of the Bondholders present. Any other
resolutions shall be adopted upon receiving the affirmative vote of a majority of the Bondholders in attendance who
hold Bonds carrying the right to vote pursuant to Article 14.2 of these Terms and Conditions.

14.3.5 Adjournment of a Meeting

If within one hour from the time appointed for the Meeting a quorum is not present, then (i) if the Meeting was
convened at the request of a Bondholder or the Bondholders, such Meeting shall be automatically dissolved, and (ii) if
the Meeting was convened by the Issuer, it shall be adjourned for such time and to such place as determined by the
chairman of the Meeting. The provision applicable to the holding of a regular Meeting shall apply, mutatis mutandis,
to the holding of an adjourned Meeting.

14.4 Certain Additional Rights of the Bondholders
14.4.1 Consequences of Voting Against Certain Resolutions of a Meeting

If a Meeting consented to a Material change, the Bondholder who was authorized to attend and vote at the Meeting
pursuant to Article 14.2 of these Terms and Conditions, and according to the minutes of the Meeting, voted against a
resolution adopted by the Meeting or failed to attend the Meeting (also referred to as the “Applicant”) may, within 30
(thirty) days of the publication of the resolution of the Meeting, request the repayment of the principal of the Bonds
held by the Bondholder as of the Record Date for the Attendance at the Meeting, as well as the pro-rata interest
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accrued on such Bonds in accordance with these Terms and Conditions. Such right must be exercised by the
Bondholder within 30 (thirty) days of the publication of the resolution of the Meeting in accordance with Article 14.5
of these Terms and Conditions by written notice (also referred to herein as the “Application”) intended for the Issuer
and delivered to the Specified Office of the Fiscal and Paying Agent, failing which the right shall terminate. The
amounts referred to above shall become due and payable within 30 (thirty) days following the delivery of the
Application to the Fiscal and Paying Agent (such date, in addition to any other dates so named in these Terms and
Conditions, is referred to as the “Early Redemption Date”).

If any Material Change is discussed at a Meeting, a notarial deed must be made of the attendance at and the decisions
taken by the Meeting. If the Meeting consented to such a Material change, the notarial deed shall also contain the
names of the Bondholders who consented to such a Material change and the number of Bonds held by each of such
Bondholders as of the Record Date for the Attendance at the Meeting pursuant to Article 14.2 of these Terms and
Conditions.

14.4.2 Resolution on Early Redemption of the Bonds

If the Meeting does not consent to a Material change stipulated in Article 14.1.2 (b) through (g) of these Terms and
Conditions, the Meeting is entitled to decide that if the Issuer proceeds in violation of the resolution passed by the
Meeting regarding such a Material change, the Issuer will be obliged to repay the principal of the Bonds and any pro-
rata interest accrued on to Bonds in accordance with these Terms and Conditions as of the Early Redemption Date to
any Bondholder who requests such early repayment and only with respect to the Bonds owned by such a Bondholder
(also referred to as the “Applicant”). The Issuer is obliged to pay to the Applicant the amounts due to the Applicant
pursuant to the above in the manner and at the place stipulated by these Terms and Conditions for repayment of the
Bonds and within 30 (thirty) days following the delivery of a written notice (also referred to herein as the
“Application”) to the Fiscal and Paying Agent (such date, in addition to any other dates so named in these Terms and
Conditions, is referred to as the “Early Redemption Date”).

14.4.3 Requirements as to the Application

The Application shall specify the number of Bonds covered by such Application. The Application must be in writing
and signed by the persons authorized to act on behalf of the Applicant, the authenticity of such signatures to be
officially verified. Within the same time limit, the Applicant must deliver to the Specified Office of the Fiscal and
Paying Agent all the documents required for the payment pursuant to Article 7. of these Terms and Conditions.

14.5 Minutes of Bondholder Meeting

Minutes of the business transacted at a Meeting shall be taken by the person who convened the Meeting or by a person
authorized by such person within 30 (thirty) days of the holding of the Meeting. The minutes shall contain the
conclusions of the Meeting, including, without limitation, any resolution adopted by such Meeting. If the Meeting was
convened by a Bondholder or the Bondholders, the minutes of the Meeting must also be delivered to the Specified
Office of the Issuer within 30 (thirty) days of the holding of the Meeting. The Issuer shall, within 30 (thirty) days of
the holding of the Meeting, publish all decisions taken by the Meeting in the same manner in which the Issuer
published these Terms and Conditions. The Issuer shall keep the minutes of the Meeting until the rights under the
Bonds have become void. The minutes of any Meeting shall be available for inspection by the Bondholders at the
Specified Office during regular office hours. The provision of Article 14.4.1 of these Terms and Conditions regarding
the execution of notarial deeds shall not be affected thereby.

15. Governing Law, Language, Disputes

The Bonds are issued under the applicable and effective laws of the Czech Republic, including, without limitation, the
Capital Markets Act and the Bonds Act. Any rights and obligations under the Bonds shall be governed by, and
interpreted and construed in accordance with, the laws of the Czech Republic. The provisions of Articles 86 to 94-8 of
the Luxembourg law on commercial companies of 10 August 1915, as amended, are excluded. These Terms and
Conditions may be translated into Czech and/or other languages. In the event of any inconsistencies between the
various language versions, the English language version shall prevail. Any dispute between the Issuer and the
Bondholders arising out of or in connection with the Bonds or these Terms and Conditions shall be resolved by the
Municipal Court in Prague.
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9. SELECTED FINANCIAL INFORMATION

9.1. Year end financial information

The selected financial data provided below has been derived from the Issuer’s Audited Consolidated Financial
Statements for the years ended 31 December 2005 and 31 December 2004 (which include the corresponding
figures for the year ended 31 December 2003) included in this Prospectus, which were prepared in accordance
with IFRS, and should be read in conjunction with such Audited Consolidated Financial Statements.

Balance sheet

Year ended 31 December

2003 (audited

as
2005 2004  corresponding

(audited) (audited) figures)

(in EUR thousand)

Investment property ........cccceeveeeneeiieeniienieeneeeeeen 65,000 60,134 32,666
Other NON-CUIrent asSetS........uuvvveeeveeviuvreeeeeeeeiiinneenn. 22,726 19,715 21,707
Total CUITent ASSELS......ccvvveeeveeeeeieeeeeerreeeeereeeeereeeens 44,730 11,927 63,778
Total @QUILY ...ovvevveniiieieicicicicteececteeeeeeeeeeeeee 47,423 24,109 18,189
Total non-current liabilities............ccceeveiivieiinennenn. 73,923 55,928 86,728
Total current HabilitieS ........ccceeeeevuveeeeiieeicieeeeeieeeee 11,110 11,739 13,234
Balance sheet total ..........cccceeevveiiiiieeiiieeceeeee, 132,456 91,776 118,151

Income statement

Year ended 31 December

2003 (audited

as
2005 2004 corresponding
(audited) (audited) figures)

(in EUR thousand, except as otherwise indicated)

Net rental and related income............ccoevverirenenene 627 1,578 363
Net valuation gains on investment property.............. 31,656 7,578 2,994
Profit/(Loss) on the disposal of trading property ...... 1,064 686 (147)
Net financing ......c.ccevevvvereenernieiieneeceeeseese e (2,451) (1,960) (2,152)
Net profit (I0SS) ..eceereereeierieriieie e 20,710 3,548 (5,560)
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9.2.

Cash flow statement

Year ended 31 December

2003 (audited

as
2005 2004  corresponding
(audited) (audited) figures)
(in EUR thousand)
Cash flow from operating activities ...........cccccevueneen. (4,994) 18,859 (14,432)
Cash flow from investing activities.........c..cccceecuenneene (5,577) (7,459) 1,946
Cash flow from financing activities ........c...ceceveeunen. 12,269 (15,546) 17,023

Interim financial information

The selected financial data provided below has been derived from the Issuer’s Consolidated Financial Statements
for the nine-month period ended 30 September 2006, reviewed Issuer’s Interim Consolidated Financial
Statements for the six-month period ended 30 June 2006 (which include the corresponding income statement
figures for the period ended 30 June 2005), and the Issuer’s Audited Consolidated Financial Statements year
ended 31 December 2005, each included in this Prospectus, which were prepared in accordance with IFRS and
IAS 34, and should be read in conjunction with such Interim Consolidated Financial Statements and the Audited
Consolidated Financial Statements, as the case may be.

Balance sheet

As at
30 As of
September As of 31 December
2006 30 June 2006 2005
(unaudited) (unaudited) (audited)

(in EUR thousand)

Investment property .......cc.ccceveeeevieeneennne. 183,206 75,801 65,000
Other non-current assets..........cceceeveeeenns 27,406 24,505 22,726
Total current assets............coevveeeevveeeenneenn. 53,958 50,019 44,730
Total eqUILY ..veeeeeeieriee e 58,728 63,021 47,423
Total non-current liabilities...................... 151,123 51,800 73,923
Total current liabilitieS...........ccccvvveeeeennn. 54,719 35,504 11,110
Balance sheet total ...........cccccovvvvveiinnnenn. 264,570 150,325 132,456
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Income statement

Nine-month

period ended
30 Six-month period ended
September 30 June
2006 2006 2005
(unaudited) (unaudited) (unaudited)

(in EUR thousand, except as otherwise indicated)

Net rental and related income................... 2,497 872 509
Net valuation gains on investment 10,992 10,596 17,403
PIOPEItY oo

Profit/(Loss) on the disposal of (421) (421) —
investment Property.......occerveeveeeereeeneenne

Profit/(Loss) on the disposal of trading 260 260 —
PIOPEItY . cooviiiiiiiiiiiii

Net financing income (expense)............... 12,872 13,057 (1,261)
Net profit.....ccceveeririenienineneeeneenee 17,738 16,660 11,688
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10.

SIGNIFICANT ACCOUNTING POLICIES

The Issuer’s Audited Consolidated Financial Statements for the years ended 31 December 2005 and 31
December 2004 (which include the corresponding figures for the year ended 31 December 2003) and the Issuer’s
Interim Consolidated Financial Statements for the six months ended 30 June 2006 and 30 June 2005 and the
Issuer’s Interim Consolidated Financial Statements for the nine months ended 30 September 2006, included
elsewhere in this Prospectus, have been prepared in accordance with IFRS and the interpretations adopted by the
International Accounting Standards Board (“IASB”).

The Issuer will continue to report its results in accordance with IFRS. The Issuer’s principal accounting policies
are presented in the notes to its consolidated financial information that are included elsewhere in this Prospectus.

The Issuer’s accounting policies (the “Accounting Policies”) have been applied consistently to all periods
presented in the Consolidated Financial Statements and in preparing the opening IFRS balance sheet at 1 January
2003 for the purposes of the transition to IFRS. The Accounting Policies have been applied consistently by the
Group entities.

The Issuer’s financial statements are prepared on an historical cost basis, with the exception of investment
property which is stated at fair value. The Accounting Policies have been consistently applied to the results, other
gains and losses, assets and liabilities and cash flows of the entities included in the Consolidated Financial
Statements and are consistent with those used in the previous year.

The preparation of financial statements in compliance with IFRS requires the Issuer’s management to make
judgements, estimates and assumptions (the “Assumptions”) that affect the application of policies and the
reported amounts of assets and liabilities, income and expenses. The Assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, the results of
which form the basis for making judgements about the carrying values of assets and liabilities that are not readily
apparent from other sources. The actual results may differ from the Assumptions.

The Assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the
period in which the estimate is revised if the revision affects only that period or in the period of the revision and
future periods if the revision affects both the current and future periods. The Issuer believes that the accounting
policies chosen are appropriate under the circumstances and that the Assumptions involved in its financial
reporting are reasonable.

Significant accounting policies comprise:
Basis of consolidation

The Consolidated Financial Statements incorporate the financial statements of the Issuer and its subsidiaries are
made up as at and for the period to 31 December each year.

On acquisition, the assets and liabilities and contingent liabilities of a subsidiary are measured at their fair values
at the date of acquisition. Any deficiency of the cost of acquisition below the fair value of the identifiable net
assets acquired (i.e. discount on acquisition) is credited to profit and loss in the period of acquisition. The interest
of minority shareholders is stated as the minority’s proportion of the fair value of the recognised assets and
liabilities. Subsequently, any losses applicable to the minority interest in excess of the minority interest are
allocated against the interests of the parent.

(1)  Subsidiaries

Subsidiaries are entities controlled by the Issuer. Control exists when the Issuer has the power, directly or
indirectly, to govern the financial and operating policies of an entity so as to obtain benefits from its
activities. In assessing level of control, potential voting rights that are currently exercisable or convertible
are taken into consideration. The financial statements of subsidiaries are included in the consolidated
statements from the date that control commences until the date that control ceases.

(1)  Associates

Associates are those entities in which the Issuer has a significant influence, but not control. The
consolidated financial statements include the Issuer’s share of the total recognised gains and losses of
associates on an equity accounting basis, from the date the influence commences until the date it ceases.
When the Issuer’s share exceeds its interest in an associate, its carrying amount is reduced to nil and
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recognition of further losses is discontinued except to the extent that the Issuer has incurred legal or
constructive obligations or made payments on behalf of an associate.

(iii) Joint ventures

Joint ventures are those entities over whose activities the Group has joint control through an established
contractual agreement. The consolidated financial statements include the Group’s share of recognised gains
and losses on an equity accounting basis from the date that the joint control commences to the date that it
ceases.

Joint ventures acquired in 2006 were accounted for using the “Proportionate Consolidation Method”. The
Proportionate Consolidation Method was adopted to reflect the significance of the newly acquired
companies.

(iv) Transactions eliminated on consolidation

Intra-group balances and any gains and losses or income and expenses arising from intra-group
transactions are not accounted for in the consolidated financial statements. Unrealised gains arising from
transactions with associates and jointly controlled entities are similarly not accounted for, but only to the
extent that there is no evidence of impairment.

Investment property

Investment properties are those properties which are held either for the purpose of earning rental income or
capital appreciation or both. The investment property of the Issuer is made up primarily of land held for as yet
undetermined future use. Investment properties are stated at fair value. An external, independent valuation
company, having appropriate recognised professional qualifications and recent experience in the location and
category of properties being valued, valued the portfolio at the year end 31 December 2005. The valuations were
included in the final management estimates of the fair value. The estimates took into account the results of the
current and previous external valuations, information from similar transactions and current market conditions.
The fair values are based on market values, being the estimated amount for which a property could be exchanged
on the date of valuation between a willing buyer and a willing seller in an arm’s length transaction after proper
marketing wherein the parties had each acted knowledgeably, prudently and without compulsion.

In situations where the Issuer develops an existing investment property for a future sale, the property is
reclassified as trading property inventory. The fair value of such properties is deemed to be the property’s cost
for subsequent accounting under 1AS 2. The development is deemed by the Issuer to commence at either the
moment the permission for construction is obtained from the state authorities, or when the agreement on the sale
of the shares of the entity that owns the property is signed.

A property interest held under an operating lease is classified and accounted for as an investment property on a
case-by-case basis. The initial cost of a property held under an operating lease and classified as an investment
property is recognised as prescribed for a property held under a finance lease. The asset is recognised at the
lower of the fair value of the property and the present value of the minimum lease payments. An equivalent
amount is recognised as a liability. Subsequently, a property interest held under an operating lease and classified
as an investment property is carried at fair value.

Impairment

The carrying amounts of the Issuer’s assets, other than investment property, trading properties - inventories and
deferred tax assets are reviewed at each balance sheet date to determine whether there is any indication of
impairment; if any such indication exists, the assets recoverable amount is estimated.

An impairment loss is recognised whenever the carrying amount of an asset or its cash-generating unit exceeds
its recoverable amount. Impairment losses are recognised in the income statement.

Impairment losses recognised in respect of cash-generating units are allocated to reduce the carrying amount of
the other assets in each unit by group of units on a pro rata basis.

Impairment losses of receivables are determined by an analysis of the credit status of customers and the period
for which the receivable has been overdue.

Trading property — inventory

52



Trading property - inventory is shown at the lower of cost and net realisable value. Net realisable value is the
estimated selling price in the ordinary course of business less the estimated costs of completion and the estimated
costs necessary to make the sale.

Revenue from the sale of trading property - inventory is recognised in the income statement when the significant
risks and rewards of ownership have been transferred to the buyer.

Income tax

Income tax on the expense or income for the year comprises current and deferred tax income and/or expense.
Income tax is recognised in the income statement except to the extent that it relates to items recognised directly
in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, which provides for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes. The amount of deferred tax provided is based on the expected manner of realisation or
settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantially enacted at the
balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable
that the related tax benefit will be realised.

Business combinations involving entities under common control

A business combination involving entities or businesses under common control is a business combination in
which all of the combining entities or businesses are ultimately controlled by the same party or parties both
before and after the business combination, and that control is not transitory.

In the absence of more specific guidance, the Group consistently applies the book value method of valuation to
all common control transactions.

Foreign currency

Apart from the Issuer, all companies in the Group operate in the Czech Republic which is their primary
economic area. Consequently, the CZK is the functional currency of these entities. The Issuer operates in
Luxembourg and its functional currency is the euro (“EUR”).

The Group’s presentation currency is the EUR. The Group has selected a different presentation currency because
the users of its financial statements base their economic decisions on information expressed in EUR.

The assets and liabilities are translated into EUR at foreign exchange rates ruling at the balance sheet date. The
revenues and expenses are translated into EUR at exchange rates approximating the foreign exchange rates ruling
at the dates of the transactions. Foreign exchange differences arising on retranslation are recognised directly in a
separate component of equity. Cash flows are translated into EUR at exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions.

The following exchange rates of CZK to EUR were used during translation:

Average
exchange rate
Closing CZK/EUR for

exchange rate year-to-date
Date CZK/EUR period
30 September 2000..........ccceririririiirene e 28.330 28.441
30 JUNE 20006 ....evniiniiniiieiiete e 28.495 28.495
31 December 2005 .....c..ooviiiiiiiiiiiieieie e 29.005 29.780
30 JUNE 2005 ..oniiiiiniiieiee e 30.030 30.071
31 December 2004 ........cveiiiiiiiiieieeeeeee e 30.465 31.908
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INDUSTRY OVERVIEW

The following section provides selected information on the real estate markets in the Czech Republic and Russia, the
Issuer’s main markets. The summary is provided for information purposes only and neither purports to cover all
relevant issues nor to be a comprehensive description of all the topics discussed below. The Issuer has taken certain
information in this summary from publicly available information and identifies the sources of such information below.
The Issuer has not independently verified any such independent information and, accordingly, only takes responsibility
for its accurate reproduction.

11.1.

Czech Republic

Economic environment in the Czech Republic

According to the Czech National Bank, year-on-year real GDP growth was 6.1 per cent. for 2005. The inflation
rate reduced from 2.8 per cent. in 2004 to 2.2 per cent. in 2005. Real GDP growth for 2006 is expected to be 6.2
per cent. (Source: Czech National Bank)

Real estate market in the Czech Republic

The accession of the Czech Republic to the European Union in 2004 and the associated economic catching-up
process have caused real estate price levels, legal certainty and the quality of property facilities to move closer to
Western European standards.

The office market in the Czech Republic is primarily concentrated in Prague. Prague is one of the smaller office
markets in Europe. Although the Prague market is the most mature in terms of its size and composition, tenants
are showing a growing interest in larger regional cities such as Brno, Ostrava and Plzen. Only a limited amount
of modern office stock currently exists in such cities.

Prague modern office stock stood at 1,897,355 m” at 30 June 2006. New supply in the six months to 30 June
2006 reached 86,130 m>, out of which only 2,700 m* was refurbished space. Take-up in the six months to 30
June 2006 reached 158,844 m”, due to a strong three-month period to 30 June 2006 when 90,000 m* of premises
were leased. Compared to the same period in 2005, take-up in the six months to 30 June 2006 increased by 76
per cent. Take-up in the three-month period to 30 June 2006 alone was around the same levels of take-up for the
six months to 30 June 2005. (Source: CB Richard Ellis, Jones Lang LaSalle)

Vacancy rates were 11 per cent. for the six months ended 30 June 2006 and were higher in the city centre, which
offers more refurbished properties than the sub-market out of town. Office rents in Prague are forecast to remain
largely stable with only slight upward pressure in the city centre, despite the overall increase in supply. Prime
monthly rents in the city centre ranged between EUR 18 and 19 per m” per month in the six months ended 30
June 2006. (Main Sources: RZB, Colliers International, Jones Lang LaSalle)

The Czech retail market is dominated by international retailers who are entering Prague’s prime retail market,
which the Issuer believes is expected to continue to grow despite capacity limitations.

The total stock of shopping centre space was estimated to amount to 800,000 m” in the Czech Republic as at 30
June 2006, about 534,000 m* of which is located in and around Prague. Due to the strong interest from retailers
and the limited space, high street retail rents are increasing with prime rents reaching EUR 195 per m® per
month. (Main Source: Raiffeisen)

Outside Prague, shopping centres are anchored by food-retailing hypermarkets. Although the country may have
reached a high degree of saturation in terms of hypermarkets, their locations attract a wide variety of non-food
retailers, too. However, economic growth and increasing purchasing power as well as fairly new conceptual
approaches, such as outlet centres and duty-free shops, which the Issuer believes should fuel further expansion
and development in regional towns is expected to continue to grow.

In 2005, the construction of 40,381 dwellings was started, which is 3.4 per cent. more compared to the number in
2004, and 32,863 dwellings were completed, which is 1.8 per cent. more compared to the same period in the
previous year. 155,202 dwellings remained under construction which is 5.7 per cent. more year-on-year. Further
growth is expected in 2006.

The property market continues to grow supported by EU accession, high performance of the Czech economy
resulting in higher salaries and disposable incomes and a favourable mortgage market. The market enjoys strong
demand in the upper-mid and luxury residential segments. Importance of quality, contemporary design and
favourable location continue to grow.
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The warehousing stock of approximately 1 million m? in the Prague region serves Prague and other principal
towns in the Czech Republic and Slovakia. Once used mostly for service sector distribution, the warehousing
segment dedicated for manufacturers has increased. At the end of 2005 vacancy levels increased to 3.4 per cent.
Rents for Class A space are currently between EUR 4.5 and EUR 5.25 per m® per month. Prime yields are now
currently around 8.0 per cent. (Main Sources: Raiffeisen, Jones Lang LaSalle, Colliers International)

Russia

Economic environment in Russia

The growth rates seen in recent years are expected to be followed by lower, but still strong, growth figures. In
2005, real GDP growth was approximately 6.4 per cent., compared to 7.2 per cent. in 2004. Inflation remains
high, due inter alia to the increase in government spending, and reached 10.9 per cent. in 2005. The economy
nevertheless is expected to remain robust, driven by domestic demand and increased business confidence, with
real GDP growth predicted to reach 6.6 per cent. in 2006. (Sources: The Central Bank of the Russian Federation;
Ministry for Economic Development and Trade of the Russian Federation)

Real estate market in Russia

The Moscow office market is quickly maturing both in terms of size and overall quality. Virtually non-existent
only a decade ago, it is now one of Europe’s most dynamic markets, showing high volumes of new office
construction and strong take-up. The Moscow office market continued to grow in 2005. While the total stock of
international-standard office space has doubled since 2000, the market still remains unsaturated, with demand far
exceeding supply. In 2005, average office vacancy rates for Class A and B office space in the city were 4.1 per
cent. (Sources: Jones Lang LaSalle, DTZ Research)

With steadily growing personal incomes both in Moscow and in the Russian regions, the retail sector remains
one of the most dynamic and quickly evolving sectors of the country’s economy. Particularly in Moscow,
modern, international-standard shopping centres are appearing throughout the city, but large regional cities are
also seeing more development activity. Total shopping centre stock in Moscow is estimated to be approximately
2 million m?. (Sources: DTZ Research, Jones Lang LaSalle)

The quality warehouse market remains underdeveloped, which is partly due to the relatively complicated and
bureaucratised land-acquisition process. As a result, the existing stock is insufficient, in terms of both quality and
number, and vacancies are virtually non-existent. The market continues to be characterised by high rents. The
total stock of Class A and Class B warehousing in the Moscow region is estimated at approximately 1.5 million
m®. (Sources: DTZ Research, Jones Lang LaSalle)
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12.

12.1.

12.2.

BUSINESS OVERVIEW

Overview

ECM REAL ESTATE INVESTMENTS A.G. (the “Issuer”) is the holding company of a real estate development
Group. The principal activity of the Group is the development of commercial and residential real estate focusing
on markets in the Czech Republic and Russia. The Group is also involved in real estate investment and in facility
management of commercial and residential real estate in the Czech Republic. The Group opened its office in
Moscow, and entered the market in Russia, in 2005 and is considering expanding its activities into other
countries in Central and Eastern Europe.

The Group has invested across a diverse range of property segments, including the office segment, the retail
segment, the hotel segment and the residential segment, and is considering investing in the warehousing/logistics
segment and the light industrial production premises segment. The Group’s portfolio and pipeline reflects its
strategy of developing a portfolio with wide regional and segmental diversification.

As at 30 June 2006, the Group owned a property development and investment portfolio valued (under IFRS
methodology) at EUR 111.19 million made up of 14 properties with a total lettable area of 185,435 m’. As at 31
December 2005, the Group’s development and investment portfolio was valued (under IFRS methodology) at
EUR 98.06 million and was made up of 15 properties with a total lettable area of 220,715 m”. The Group has
expanded its development and investment portfolio in the Czech Republic and Russia to 20 properties since 30
June 2006 (see “—Recent Developments™).

History
The key highlights of the Group’s history are as follows:

1991 — the Group’s business was founded by three private investors: Mr. Milan Jankt, Mr. Karl Heinz
Hauptmann and Mr. Peter Fellegi

1991-1994 — the real estate business commenced with four real estate projects in the Czech Republic

1998 — the Issuer was founded by the creation of a company incorporated in Luxembourg taking control of the
Group’s activities

1999 — acquisition of the first CITY property in Prague 4 by a Group company
2000-to date — development of the CITY project

2004 — Mr. Karl Heinz Hauptmann sold his shareholding to Mr. Milan Jankt
2005 — expansion into the Russian market and opening of Moscow office
2005 — Czech and Russian regional expansion

2006 — integration of facility management activities carried out by ECM Facility a.s. and project development
carried out by ECM Real Estate Investments, k.s.

2006 — issue of bonds with warrants in two tranches, both listed on the Exchange Regulated Market of the
Luxembourg Stock Exchange

2006 — change of corporate and tax status of the Issuer to a “Société de Participations Financicres” (a so-called
“Soparfi”)

2006 — Glandor Foundation sold its shareholding in the Issuer to the Issuer, making Mr. Janku the sole
shareholder of the Issuer after cancellation of the shares purchased from the Glandor Foundation

2006 — Mr. Milan Jankd transferred his shareholding in the Issuer by means of contribution in kind to his 100
per cent. owned company, ECM Group N.V.

2006 — The Issuer’s Initial Public Offering resulted in listing of Issuer shares of the main market of, and the
listing of 1,728,180 warrants on the official free market of the Prague Stock Exchange (“PSE”).
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Competitive strengths

Market knowledge in its core market

The Issuer has many years of experience in the property market in the Czech Republic. This has enabled the
Issuer to build a thorough understanding of that market, know-how and a network of industry contacts. The
Issuer invests considerable resources into establishing a presence and collecting local know-how, which is
knowledge relating to the business environment, real estate market, financing, taxation, legislation, political
environment and any other matters specific to the local market, before it starts any projects in that market. This
knowledge is combined with the Issuer’s experience and know-how of the property market in the Czech
Republic to identify and develop new investment opportunities. The Issuer believes that its knowledge and
experience is a competitive advantage in its respective local markets.

Extensive development expertise

The Group has focused on establishing a large and experienced team at its head office in Prague, its other offices
within the Czech Republic and its Moscow office. The team has developed the processes, knowledge and
experience to source, develop, make recommendations in relation to, and assess the viability of, new real estate
development opportunities.

Experienced management team with longstanding industry experience

The members of the Issuer’s management team have varied international backgrounds and longstanding property
experience in the Issuer’s core markets. The Issuer encourages its management team to be flexible in its business
solutions. In pursuit of attractive transaction returns, the Issuer’s management team adopts a constructive and
systematic approach that leads to efficient negotiations and completion of deals. The Issuer’s experienced
management team is able to make quick decisions using creative solutions to resolve difficult issues.

Access to debt enhances the rate of return on equity

The Issuer’s track record of successful real estate development in the Czech market means it has a strong
relationship with several Czech and international banks that ensure sufficient and competitively priced debt
funding.

The Issuer’s ability to leverage its investments generally allows it to increase its rate of return on the equity that
it invests. The Issuer does not invest in developments that require a large amount of equity to be tied-up for a
long period of time. The Issuer mainly invests in developments that can be highly leveraged from early stages. In
certain circumstances, the Issuer may also use forward, sale and refinancing transactions to improve the internal
rate of return on its equity.

Track record of entering new market segments

The Issuer has a track record of continuing growth in the Czech Republic. It has expanded into the regional
markets within the Czech Republic, building portfolios and operations in each of those markets. The Issuer
believes that it has the credibility and market standing necessary to expand its portfolio into new segments in the
market in the Czech Republic, and to expand its existing investment portfolio in Russia. It believes that it will
also be able to penetrate new geographic markets in Central and Eastern Europe.

Investment in landmark real estate

Although the Issuer considers all real estate developments or acquisitions which it believes will provide a high
rate of return, it predominantly invests in Class A real estate developments or acquisitions in prime locations
which the Issuer considers will become landmark buildings. For example, the Issuer currently owns the two
tallest buildings in the Czech Republic, which are located in Prague, with unparalleled views across the city.
Such real estate investments have significant marketing potential, liquidity and intangible value which is
reflected in the price that tenants and purchasers are prepared to pay to lease or acquire such properties.

Balanced segmental and geographic portfolio

The Issuer’s geographical and segmental focus has allowed it to develop a diversified property portfolio, helping
to reduce the risks associated with investing only in a single geographic market or segment of the real estate
sector. The Issuer believes that this broad diversification, together with the quality of its properties’ locations and
tenants, provides it with a balanced portfolio.
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Strategy

The Issuer believes that its position as one of the leading participants in the Czech real estate market provides it
with a strong platform for further growth. The Issuer’s objective is to take advantage of its experience,
knowledge and market position and expand its operations in the Czech Republic, Russia and other countries in
Central and Eastern Europe. To achieve this goal, the Issuer has implemented the following strategies:

High internal rate of return (“IRR”) focus

The Issuer focuses on investing in projects that offer the potential to generate a high IRR. This strategy enables
the Issuer to add value to its portfolio in a relatively short period of time without employing significant amounts
of its own capital. The Issuer assesses its investment position frequently in order to realise significant returns in a
short timeframe. It will sell projects which have generated sufficient revenue and reinvest the proceeds of such
sales in new projects which potentially offer a higher IRR. In order to implement this strategy effectively, the
Issuer has developed various financing structures.

Full service provider

In 2006 the Issuer integrated the key property-related functions required for the development, investment in and
operation of commercial and residential properties. Development services are provided by ECM Real Estate
Investments, k.s., a subsidiary of the Issuer. ECM Facility a.s. works with ECM Real Estate Investments, k.s. to
manage the transition of a project from construction to operation and offers integrated facility management
services to the property owner and its tenants. ECM Real Estate Investments, k.s. also offers the internal asset
management services associated with the administration of investment properties. By integrating these services
the Issuer has reduced its reliance upon third-party sub-contractors.

Build on the Issuer’s position in its core market to further diversify its portfolio

The Issuer plans to build on its position and network throughout its core market in the Czech Republic and
Russia to further build up its development and investment portfolio. To this end, the Issuer plans to build on its
market intelligence and its existing relationships with local and international partners in its core market to
identify attractive development and investment targets (see “— Description of the Group’s business —
Partnerships and joint ventures”).

In 2005, the Issuer adopted a regional diversification strategy to focus on developing its retail and residential real
estate portfolio in the regions of the Czech Republic and in what the Issuer categorises as second-tier cities (see
“Industry Overview”) in Russia. The Issuer believes that this strategic focus will enable it to achieve market
advantage in selecting favourable sites and attracting quality tenants, thus securing yields in an environment
where property values and rental levels are likely to rise.

The Issuer’s experience in negotiating and completing property developments and acquisitions enables it to
execute its projects efficiently. The Issuer expects to be able to utilise this know-how in the new markets it is
entering. For a description of the Issuer’s current investment plans in the various segments of its core market and
in the emerging property markets into which it is expanding, see “— Property Portfolio”.

Establish a domestic market presence

The Issuer intends to establish a domestic presence in each country that it enters into and operates in future
because the Issuer believes that it is best able to deliver value in each country if it has a presence in that country.
The Issuer believes that establishing a presence also provides the Group with the resources to manage its
developments and properties more effectively, better understand the local markets in which it operates and
become better known and connected to local market participants to attract better investments and higher-quality
tenants. A strong market presence also potentially provides the Group with opportunities to enter into co-
operative arrangements with certain local partners which can lead to the identification of further opportunities for
the expansion of the Group’s business.

Multi-purpose focus — expansion in key segments

The Issuer is actively involved in developing its portfolio in the four core investment and development segments
(the office segment, the hotel segment, the retail segment and the residential segment). In addition, the Issuer’s
plan is to increase its pipeline and the proportion of its portfolio in the retail and the residential segments, and to
begin investing in the warehousing/ logistics segment and light industrial segment, in order to further diversify
its portfolio.
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In the office segment, the Issuer focuses on the development and acquisition of Class A office buildings in high-
profile locations in larger regional cities and towns. These buildings are usually landmark properties with the
potential to attract both local and international tenants. The Issuer has a presence in regional cities and the capital
of the Czech Republic and is in the process of finding locations for new-build office developments in secondary
cities within Russia.

In the hotel segment, the Issuer focuses on the development of 3 star, 4 star and 5 star business and convention
hotels in the business districts of carefully selected cities under the management of major international hotel
operators. Such projects are usually part of multi-purpose developments which incorporate other services,
including for example airports or offices.

In the retail segment, the Issuer focuses on developing shopping centres in selected cities, in co- operation with
local developers and international retailers. In addition, the Issuer plans to invest in selected up-market inner-city
shopping centres. It also plans to invest in retail centres in secondary Russian and Czech cities. These projects
are generally smaller than existing suburban retail operations but benefit from central locations and prime
tenants.

In the residential segment, the Issuer focuses on the development of quality, modern apartments in prime
locations. Because of current market conditions the Issuer develops residential projects which are designed for
sale to individuals upon completion.

The Issuer’s residential projects tend to be medium sized (60 to 200 apartments) and marketable. Its residential
properties distinguish themselves by their location, design, accessibility, efficiency and ease of use. A good
location is one of the keys to the development of successful high-end residential schemes. The Issuer will
consider such developments in any country within Central and Eastern Europe where client analysis supports
such strategies. Due to its process of project selection the Issuer maintains a manageable number of projects in
order to supervise each development process.

In the warehousing/logistics segment, the Issuer intends to focus on properties that are conveniently located to
service retail operations and major transportation links.

In the Issuer’s experience, synergies can be exploited to its advantage in larger development schemes with multi-
purpose functions. On occasion the Issuer will consider the possibility of providing extra services to end users,
by, for example, developing a business hotel with adjacent offices.

Adjusting the Issuer’s segmental portfolio mix on a regional basis to diversify its risk/return profile

The Issuer plans to continue to steadily diversify its portfolio mix to achieve a balanced distribution of properties
by usage types. In each of its markets, it seeks to optimise the balance of properties in varying stages of
completion (pre-let properties and projects under construction or nearing completion) to create long-term stable
values and reduce its exposure to market risks.

Corporate organisation and structure

The Issuer is the holding company of the Group. The main function of the Issuer is the determination of the
objectives and strategies of the Group, central co-ordination of the activities of the Group, central allocation of
resources and monitoring the Group’s activities. The Issuer’s subsidiaries comprise real estate holding and
management companies in relation to its projects in the Czech Republic, in Luxembourg in relation to its joint
venture in the Czech regions (see “— Description of the Group’s business — Partnerships and joint ventures”),
in holding companies in Cyprus and operating companies in Russia for its Russian operations. The Issuer itself
does not directly hold properties.

Each development or investment project has a specific special purpose vehicle (“SPV”) to own the land and/or
building and if appropriate may have other SPVs to, for example, hold the head lease, all of which is done in
order to achieve tax efficiency, transparency and to isolate projects within the corporate group (see “General
Information about the Issuer — The controlling agreements within the Group”). The purpose of the management
companies is to provide personnel to the Group and certain facilities for the property management activities of
the Group. Such management activities include the operation, letting, administration, sale and purchase of
properties.
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Description of the Group’s business

General

The Group’s activities are focused on the Czech Republic and Russia, where it intends to concentrate its
principal investment and development activities for the foreseeable future. It also intends to enter selected
markets in Central and Eastern Europe, which it considers to be attractive target markets.

The Group’s business can be divided into three broad categories:

Real Estate Development: development of projects (which may take different forms including forward purchase
agreements and participations in joint venture arrangements), including identifying the location for a potential
property development, development services related to the site/property, property management, asset
management and the sale or letting of the completed property;

Real Estate Investment: investment properties comprising completed office and conference centre developments;
and

Integrated Facility Management: real estate facility management including energy performance contracting and
management.

To achieve desirable synergies, the Group develops projects that involve multifunctional buildings (such as a
building where one wing is used as office premises and the other wing as a hotel) and projects where several
buildings of different functions (such as a retail centre in combination with office buildings and a hotel) can be
developed simultaneously as part of one development scheme.

Partnerships and joint ventures

One of the main drivers of the Group’s expansion has been its policy of entering into partnerships and joint
ventures with local and international partners. The Group pursues this policy both when entering new markets
and when expanding its presence in the markets where it is already active. Entering new markets or segments
through joint ventures or partnerships allows the Group to significantly reduce its risk profile, and allows the
Group to invest in larger projects, where it could not, or chooses not to, invest on a stand-alone basis. The joint
venture structures usually provide the Group with access to additional know-how and investment opportunities.

All the retail development projects in Russia that the Group is currently involved in have been carried out
through joint venture agreements with ECE Projekt Management International GmbH (“ECE Hamburg”), a
property development company of the Otto family of Germany. These joint ventures are structured on equal
equity investments and shared development roles. The first joint-venture project with ECE Hamburg was
initiated in August 2006 when the Group concluded a term sheet for development of the Ryazan Shopping
Center in Ryazan, Russia. The Group established a relationship with ECE Hamburg by working with them on
projects in the Czech Republic.

In 2005, the Issuer entered into a memorandum of understanding, and, in January 2006, a joint venture
agreement was signed between a Group company and an indirect subsidiary of Citigroup Inc. (“CPI”) in relation
to all new development projects in the Czech Republic outside of the city of Prague. The agreement is for an
initial period of three years. Under the terms of the agreement, if the Group intends to become involved in any
development project in the Czech Republic (outside of Prague) then the Group must first offer the project as a
joint project to CPI. If CPI decides not to be involved in the project then the Group may develop that project
independently or in co-operation with a third party provided that third party is offered terms no more favourable
to it than those offered to CPIL. If CPI decides to get involved in the relevant project then a project joint venture
company is set up and a project related joint venture agreement will be entered into. Such joint venture
agreement would set out the terms of the joint venture in relation to the project including levels of profit sharing.
As at 31 December 2006, three projects (Diplomat Center, Varenska Center and Unhost’ Residence) were being
operated under this joint venture structure. Under the framework agreement concluded between the Group and
CPI under which the parties will share a proportionate amount of the profits, the Group takes responsibility for
managing the project and as a result enjoys a disproportional share of the profit for returns in excess of an
internal rate of return of 25 per cent. which are distributed to the benefit of the Group.

The Issuer began a long term relationship with Marriott Hotels International B.V. and its subsidiaries in relation
to hospitality management in 1999 when the Issuer signed its first hotel management contract for the Marriott
Executive Residences at the Longin Center. The Issuer outsources its hotel management activities to Marriott,
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through Marriott brand licensing agreements. Design and general planning activities for Group-owned hotels are
performed on the basis of technical services agreements with Marriott Hotels Inc. and its subsidiaries. In addition
to the joint operation of the Marriott Executive Residences hotel in 1999, the Issuer has signed two hotel
management agreements for the “Courtyard by Marriott” brand of business hotels. As part of its expansion
strategy the Issuer intends to develop new “Courtyard by Marriott” hotels in new markets including Russia and
other Central and Eastern European countries.

Property Portfolio

As at 30 June As at 31 December
@ DEVELOPMENT PROJECTS AND
INVESTMENT PORTFOLIO
2006 2005 2004 2003

Number of properties'" 14 15 10 11
Overall size of the existing portfolio in

m"® 185 435 220715 168,199 161,955
of which offices 96 260 105 974 86,546 120,193
of which hotels 32718 42 218 31,218 16,000
of which retail 13 279 29 344 24,900 -
of which residential 43179 43179 25,535 25,762
Number of parking spaces'”’ ® 2743 3222 2,880 2,472
Notes:

(1) Based on Issuer figures. They are not included as part of the audit of the Consolidated Financial Statements.

2) Minority interests are taken into account proportionally.

As of the date of this Prospectus the Issuer’s development and investment portfolio consists of 20
properties/projects in various segments and regions (see “Development Projects” and “Investment Portfolio™).

The Group’s properties are located in its core markets of the Czech Republic and Russia. In each of its markets,
the Group looks to develop an interest in attractive properties, primarily in the office, hotels, retail, residential
and, to a small extent, in warehouse/logistics segments. Despite the Group’s aim to achieve regional and segment
diversification, it predominantly selects projects and properties based on their potential internal rate of return,
rather than selecting its investments by industry segment or geographies.

In the short and mid-terms, the Issuer intends to concentrate its development and investment activities in Prague
in the office and high-end luxury residential segments where it sees continuing opportunities.

The Issuer’s portfolio in the regional Czech cities is concentrated in the office, hotels and retail segment.
However, the Group will selectively consider opportunities to invest and/or develop top-end residential
properties.

In order to expand its business, diversify its risk profile and seize investment opportunities, the Issuer decided to
enter the market in Russia, as it identified that Russia had a demand for real estate developments in all the key
market segments in which the Issuer operates. The Issuer made a long-term commitment to the Russian market
by opening a fully operational office in Moscow in 2005. The Issuer’s presence in Russia is based on working
with partners with an established presence in or history of completed projects, such as ECE Hamburg (see “—
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Description of the Group’s business — Partnerships and joint ventures”), building a team of local professionals
who work with the Czech top management, and understanding the local business requirement. The Issuer
believes that its Moscow office is, together with the technical and know- how support provided by the Issuer’s
headquarters in Prague, able to further expand the Issuer’s development activities in Russia.

The Issuer’s primary focus in Russia is to build retail centres in large regional cities, high-quality office
buildings and hotels in cities with population of more than 300,000, and luxury residential buildings in Moscow
and St Petersburg. To achieve this strategy, the Issuer will continue to work with ECE Hamburg in all stages of
the development of retail projects, and the Issuer intends to work with Marriott Hotel Corporation in relation to
the hotel segment. The Moscow office’s residential and office development expertise will be reinforced by the
provision of know-how from the Issuer’s headquarters in Prague.

Completed Projects

The table below sets out a selection the Group’s completed developments:

Date of Commencement

1) Size (m?)? Function Location of Development Date of Sale
Name .
of Project
Czech
Republic:
Gothardska 11 2,000 Residential Prague, Czech 1997 2000
Republic
Na Florenci 5 2,300 Office Prague, Czech 1997 2001
Republic
Thakurova 1,600 Office Prague, Czech 1994 2001
Republic
Longin 7,300 Office and Hotel Prague, Czech 1998 1999
Business + Republic
Center (Office 4,000 hotel
Marriott
Executive
Apartments)
Opera Business 14,000 Office Prague, Czech 1998 2000-1
Park Republic
Biskupsky 2,000 Office Prague, Czech 1998 2003
Dvur Republic
Nova Liboc N/A Residential Land Prague, Czech 2000 2002
Development Republic
International:
Opera Plaza 20,000 Office Bucharest, 1997 2000
Romania
Notes:

(1)  CITY POINT and CITY EMPIRIA were both sold in 2004 but do not feature in the above table as they were reacquired in 2006. For

more information on these projects see (“Investment Portfolio”).

(2)  Figures for lettable area have been rounded.

GOTHARDSKA 11

Gothardska 11, is a fully refurbished 2,000 m’ residential house located in the diplomatic quarter of Prague 6.
The project was sold in 2000 to individual private owners for approximately CZK 26.6 million. Total

62



12.9.

development costs were approximately CZK 12.7 million. The project was financed by approximately 20 per
cent. equity and 80 per cent. debt.

NA FLORENCI §

Na Florenci 5 was the first office development of the Group. The project, consisting of a 2,300 m” office
refurbishment, located in the centre of Prague was sold in 2001 to QPR (an Israeli group) for approximately
EUR 3.9 million. Total development costs were approximately EUR 2.76 million. The project was financed by
approximately 40 per cent. equity and 60 per cent. debt.

THAKUROVA 4

Thakurova 4 located in Prague 6, is a 1,600 m® office building refurbishment that was sold as a fully leased
building in a portfolio transaction to QPR for approximately EUR 1.8 million in late 2001. Total development
costs were approximately EUR 1.3 million. The project was financed by approximately 40 per cent. equity and
60 per cent. debt.

LONGIN BUSINESS CENTER

The Longin Business Center, located in Prague 2, is a mixed-use new-build project consisting of 7,300 m” offices
and a five-star hotel with 53 executive suites. The project was sold in 1999. A hotel management agreement was
signed with Marriott Hotels International B.V. to operate the hotel facilities under its Marriott Executive
Residencies brand. Leases of the office part were signed with premium tenants. The project was sold shortly
after completion in 1999 to an investment fund of HVB, Czech Real Estate Property Partners, for approximately
CZK 827 million. Total development costs were approximately CZK 638 million. The project was financed by
approximately 35 per cent. equity and 65 per cent. debt.

OPERA BUSINESS PARK

The Opera Business Park is an office development scheme located in Prague 5, arising from the complete
refurbishment and conversion of an old brewery into a modern office building together with the development of
four new office buildings in the vicinity. The project was sold between 2000 and 2001 to two purchasers. In
2000 the Czech state bought the two largest buildings of this scheme to serve as the headquarters of the Czech
National Security Council. The rest of the development was sold to QPR in late 2001. The total sales price for
both transactions represent approximately CZK 700 million and the development costs were approximately CZK
409 million. The project was financed by approximately 20 per cent. equity and 80 per cent. debt.

BISKUPSKY DVUR

Biskupsky Dviir is a smaller new-build office development of approximately 2,000 m” in central Prague. The
project was sold to four private investors, the end occupiers, in 2003 for approximately EUR 3.25 million.
Development costs were approximately EUR 3.00 million. The project was financed by approximately 35 per
cent. equity and 65 per cent. debt.

OPERA PLAZA

Opera Plaza is a project developed by way of a joint venture with Portland Trust s.r.o., a regional real estate
developer who is in partnership with the U.S.-based Apollo Real Estate Investment fund. The project, consisting
of approximately 20,000 m” of lettable area and leased to tenants including PricewaterhouseCoopers, Nationale
Nederlanden and GlaxoSmithKline was completed in 2000 and sold to the Austrian-based institutional investor
CA Immo A.G. for approximately EUR 33 million, which resulted in a profit of approximately EUR 9 million.
The project was financed by approximately 30 per cent. equity and 70 per cent. debt.

NOVA LIBOC

In 2002 the Issuer sold land designated for development of residential houses in a neighbourhood of Prague 6,
along with the relevant permits and design documentation, to ING Real Estate for total consideration of
approximately CZK 74 million.

Development Projects

As of the date of this Prospectus, the Issuer has a committed pipeline of 15 development projects in various
segments and regions and as set out below:
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Name Size (m?) Function Location Status
Prague
CITY Project
(PRAGUE)
CITY Tower 44,951 Office Prague, Czech Republic Building permit
CITY Court 18,703 Office Prague, Czech Republic Zoning permit
CITY Deco 16,284 Office Prague, Czech Republic Zoning permit
CITY Element 7,011 Office Prague, Czech Republic Zoning permit
CITY Epoque Hotel 15,218 Hotel Prague, Czech Republic Underlying statements for
zoning permit
CITY EPOQUE 24,900 Residential Prague, Czech Republic Underlying statements for
residence zoning permit
Letiany residential 4,485 Residential Prague, Czech Republic Underlying statements for
zoning
EUROPORT 19,844 Hotel and Retail Ruzyne International Building permit
Airport, Prague
Palisady 3,400 Residential Prague, Czech Republic Design Phase
Czech Regions
Varenska Office Center 12,488 Office Ostrava, Czech Republic Building permit
Unhost residence 13,821 Residential Prague, Czech Republic Zoning permit
Diplomat Center 14,317 Hotel and Office Pilsen, Czech Republic Building permit
Briznicka Retail Center 30,675 Retail Zlin, Czech Republic Underlying statements for
zoning permit
Palace Centre 15,408 Hotel and Retail Ostrava, Czech Republic Zoning permit
Russia
Ryazan Shopping 56,972 Retail Ryazan, Russia Underlying statements for
Center zoning permit
CITY TOWER

The CITY Tower is currently the tallest building in the Czech Republic. Tenants of the CITY Project will benefit
from the new shopping, leisure and transportation infrastructure being developed in the vicinity of the project.
The site was purchased by a Group SPV in 1999. In the first quarter of 2006 CITY Tower obtained a building
permit and subsequently the Group instructed the general contractor to start construction. Upon completion the
building will have up to 49,000 m” of lettable area and 787 parking spaces. Together with construction the Issuer
is actively marketing with the aim of securing high-quality tenants for the project. The project is being financed
through a combination of 15 per cent. equity and 85 per cent. debt. Completion is scheduled for October 2007.
The work involved in the construction of this building has taken several years due to the extent of the planning
and permit process, relating to the entire Pankrac district of Prague.

CITY COURT

CITY Court is a new-build office building within the CITY development scheme, designed by Richard Meier &
Partners Architects. This eight-storey building with 18,700 m? of lettable area and 232 parking spaces was
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designed to be leased/sold to one user/buyer or various tenants. CITY PARKVIEW s.r.o. (a Group SPV) is
considering an alternative residential development of this plot (CITY Parkview) in the event that it manages to
acquire the adjacent land from a private individual. The relevant zoning permit for development of the project
have been obtained. Financing will be sought by CITY PARKVIEW s.r.0. through a combination of 25 per cent.
equity and 75 per cent. debt. Completion is scheduled for the second quarter of 2009.

CITY DECO

CITY Deco is being developed by Tabula Maior, a.s. (a Group SPV) as a multifunctional building consisting of
offices, leisure facilities by Meridian Spa, retail space, lettable storage space (altogether approximately 16,500
m’ of lettable area) and 209 parking spaces. When completed CITY Deco will offer a direct under cover
connection with CITY Forum which contains canteen and conference facilities. The relevant zoning permit has
been obtained and preparatory construction work has commenced. The building may become an expansion space
for some of the existing office tenants of CITY Empiria. CITY Deco together with CITY Element attracted the
interest of a large Generali insurance company. which is considering purchasing the building. A twenty year
lease agreement for 5,865 m’ of the property with Meridian Spa is already in place. The project is being financed
through a combination of 30 per cent. equity and 70 per cent. debt. Completion is scheduled for the last quarter
0f2008.

CITY ELEMENT

The CITY Element project is an office building of 7,011 m” of lettable area and 185 parking spaces that has been
designed as the Czech Republic headquarters of Generali, which signed a forward purchase contract for
acquisition of the completed property. Subject to this client’s interest in the acquisition of CITY Deco (for office
expansion and investment reasons), there may be a covered, interconnecting bridge built between CITY Deco
and CITY Element. The relevant zoning permit has been obtained by Tabula Maior a.s. (a Group SPV) and the
relocation of utility services is presently underway. The project is being financed through a combination of 20
per cent. equity and 80 per cent. debt. Completion is scheduled for the second quarter of 2009.

CITY EPOQUE HOTEL

This project is a new 4 star business hotel development and part of the CITY Project in Prague 4, Pankréc. It
comprises approximately 330 rooms, convention facilities for approximately 700 people, and 290 parking
spaces. Lancaster a.s. (a Group SPV) has signed a letter of intent with Starwood Hotel Corporation to operate the
hotel under the brand name “Four Points by Sheraton”. The project is under development. Lancaster a.s.
obtained most of the underlying consents for issuance of the relevant permit and has applied for its issuance.
Once the relevant permit has been obtained, Lancaster a.s. will seek to secure financing through a combination
of 25 per cent. equity and 75 per cent. debt. Completion is scheduled for the first quarter of 2009.

CITY EPOQUE RESIDENCE

This high-rise luxury residential building is a development project in the CITY area and expected to be the tallest
residential building in the Czech Republic when completed. The project comprises approximately 153 luxury
apartments, including penthouses, and 280 parking spaces. The majority of the apartments enjoy views of Prague
and its historic city centre. The residents will benefit from the modern infrastructure and amenities of the CITY
Project. The project is under development by Lancaster a.s. (a Group SPV). Approximately 60 per cent. of the
apartments are subject to reservation contracts whereby future buyers have committed to purchase apartments at
an average price of approximately EUR 3,468 per m”. The project is being financed through a combination of 15
per cent. equity and 85 per cent. debt. Completion is scheduled for the first quarter of 2009.

LETNANY RESIDENCE

This is a mid-market residential development project located in Prague 8, close to a metro connection with links
to the centre of Prague. The project comprises 62 apartments located on approximately 25,000 m? of land which
ECM Byty s.r.0. (a Group SPV) acquired in 2005. The project is currently under development. The project is not
yet in the marketing phase and so purchasers for the apartments have yet to be obtained. Once the relevant
permits have been granted, ECM Byty s.r.o. will seek to obtain financing for the project by way of a loan.
Completion is scheduled for the second quarter of 2009.

EUROPORT

The Issuer holds 49.5 per cent. of this hotel, retail and parking development project at the Ruzyné International
Airport in Prague through its SPV ECM Hotel Operations EUROPORT s.r.o. The project is currently under
construction and scheduled for completion in December 2006. Once complete, the 235-room hotel will be
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operated by Marriott Hotel Corporation under the 4 star hotel brand name “Courtyard by Marriott” (the only
branded hotel at this location). A retail gallery of 4,125 m’ linked to the airport terminal and a conference centre
for up to 250 people and 500 parking spaces operated by Vinci will provide services and shopping opportunities
which are currently limited at the airport. This project was pre-sold in 2005 to CA Immo AG under a forward
sale agreement which will come into effect after completion. The project is being financed through a
combination of 7 per cent. equity and 93 per cent. debt. Completion is scheduled for the first quarter of 2007.

VARENSKA OFFICE CENTER

The Varenské Office Center consists of two office buildings of approximately 14,500 m’ in a central location in
Ostrava, the third largest city in the Czech Republic. One of the two adjacent buildings is a high-rise property
which is expected to become a landmark building in Ostrava once refurbishment is completed. An international
information technology company has signed a letter of intent to lease the larger building for five years. The
smaller building has been leased for 20 years by the North Moravian Water and Sewer Utility Issuer. Ostrava
Office Center a.s. (a Group SPV) acquired this property and the adjacent land in 2006 and following due
diligence and an investment review by CPI, 50 per cent. of the equity stake was sold to this joint venture partner
under the respective provisions of the joint venture agreement concluded between CPI and the Issuer. The
relevant permit has been obtained and the project is currently under development. The project is being financed
through a combination of approximately 25 per cent. equity and 75 per cent. debt. Completion is scheduled for
the first quarter of 2007.

UNHOST RESIDENCE

This residential development project is located in the Unhost’ suburb of Prague, which is approximately 30 km
from the centre of Prague, and near the conservation area of “K#ivoklatsko” which the Issuer believes is a prime
location for residential development near Prague and is in close proximity to the Prague International Airport.
The development will provide 104 modern family houses. The project is under construction and completion is
scheduled for 2008. REZIDENCE UNHOST a.s. (a Group SPV) has obtained the relevant zoning permit and
marketing of houses for sale is expected to commence in the spring of 2007. The acquisition of this project was
completed immediately after the zoning permit was obtained in September 2006 and was equity-financed. CPI
has agreed to invest in this project and will become a 50 per cent. participant in this project. Completion is
scheduled for the third quarter of 2008.

DIPLOMAT CENTER

This hotel and office development was purchased by 2P s.r.o. (a Group SPV) in 2004 and is scheduled for
completion in May 2007. It is a multifunctional building which will consist of a hotel taking up two wings of the
building with up to 195 rooms and will be managed by Marriott Hotel Corporation (under the 4 star brand
“Courtyard by Marriott”), an office taking up one 1,798 m” wing of the building, a conference hall with the
capacity for up to 350 people, restaurants and 120 parking spaces. This project has been pre-sold to CA Immo
AG. This project is financed through equity and a loan in the amount of EUR 13.5 million by Raiffeisenbank.
This project is part of the joint venture with CPI which has a 50 per cent. stake in the project. Completion is
scheduled for the second quarter of 2007.

BREZNICKA RETAIL CENTER

Following the Group’s successful presentation of a bid to the city of Zlin to acquire 18,100 m* of land to develop
a modern shopping and entertainment centre in Zlin city centre, relevant acquisition and operating contracts were
agreed in October 2006 under which GRASLON a.s. (a Group SPV) will develop the project. The development
of approximately 31,000 m” of lettable retail space and commensurate parking spaces is expected to be
completed in 2008. As this project is at an early stage of development, no permits have been obtained.
GRASLON a.s. will seek loan financing once the relevant permits have been granted. This acquisition was
completed in October 2006 and consequently is not reflected in the 30 June 2006 interim financial statements
(see “— Recent Developments™). This project will be offered to CPI in accordance with the provisions of the
joint venture with CPI. Completion is scheduled for the second quarter of 2009.

PALACE CENTER

NATIONAL BUSINESS CENTER OSTRAVA a.s. (a Group SPV) started the development of this new-build
hotel, retail and office project after acquiring an option to purchase a property designated for demolition in the
centre of Ostrava. Once completed, the hotel facilities will provide approximately 183 rooms under the
management of the Marriott Hotel Corporation (under the four star brand name “Courtyard by Marriott”). The
retail area will provide up to 5,000 m?” of lettable retail space, and the office area will provide approximately
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1,468 m”* of lettable office space. Upon obtaining the consent of the Ministry of Culture for demolition of the
existing building issued in the end of 2006,the Group decided to exercise its acquisition option and execute the
project in substantially modified scope, which fully exploits development potential of the site and delivers a
project of about 11,500 sqm of office area, 174 room hotel, 3,500 sqm of retial area, approximately 4,000 sqm of
top quality residential area and 252 garage parkign spaces. The project will be financed through approximately
75 per cent. equity and 25 per cent. debt. Completion is scheduled for the last quarter of 2009.

PALISADY

This top quality new built residential project will be developed on the site adjacent to the CCS Headquarters
building acquired by the Group in late 2006. Once completed it will consist of two buildings of approximately
3,400 m? of flat area in total and about 50 garage parking spaces. The project is presently in design phase and
will be financed by approximately 80% loan and 20% equity. The project is scheduled for completion in last
quarter of 2009.

RYAZAN SHOPPING CENTER

In August 2006, a Group SPV acquired a 100 per cent. interest in the retail centre development project in the
Russian regional city of Ryazan, with a population of approximately 600,000. The project consists of a shopping
centre, with approximately 57,000 m” of lettable retail space. This development has been undertaken as a joint
venture with ECE Hamburg who will become the 50 per cent. shareholder of the project once the shareholders
agreement is executed. ECE Hamburg will be responsible for design, building and cost management. The Group
will be responsible for obtaining permits, government relations, financing and development. Heads of terms have
been signed with some anchor tenants. The building permit is expected to be granted in the 2007. Completion is
scheduled for the first quarter of 2009.

Under development projects, the Issuer has to spend approximately the following costs for the completion:

Project Name EUR (ths.)
CITY Tower 82,000
CITY Deco 29,000
CITY Element 12,500
Diplomat Center 8,000
Eurosport 3,000
Varenska Office Center 7,600

12.10. Future Projects

Future projects are those projects which are not contractually secured as of the date of this Prospectus, or are in
an earlier stage of development, and are therefore not reflected in the 30 June 2006 and 31 September 2006
interim financial statements of the Issuer and not yet categorised as development projects.

Name Size (m?%) Function Location Status

Stromovka 30,000 Retail Ceské Budgjovice, Czech In acquisition phase

Obchodni Republic

Centrum

Liberty 27,300 Residential, Offices and Prague 4, Pankrac Acquired in joint venture
Retail with Corinthia Group

In planning phase

Park View 26,000 Residential Prague 4, Pankrac In acquisition phase

Moscow Retail 35,000 Retail Moscow In acquisition phase

Center

Tyumen 10,000 Office Tyumen, Russia In acquistion phase
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STROMOVKA RETAIL CENTER

The Issuer is participating in a public tender for the acquisition and subsequent development of a prominent
corner site in the centre of the city of Ceské Budejovice, Czech Republic. Should the Issuer win the tender, it
proposes to develop a modern shopping centre of approximately 30,000 m”.

LIBERTY

In 2006 the Group concluded a set of contracts with various companies of the Corinthia Group (“Corinthia”)
amounting to a 50/50 joint venture to develop a large scale complex of high-rise residential towers with offices
and retail areas. This building complex will be developed on the land jointly owned by the Group and Corinthia
and adjacent to the CITY Element and CITY Deco locations. There is an architectural competition taking place
to identify the best design proposals for this project. The joint-venture partners intend to create approximately
27,300 m” of prominent residential and commercial space by the end of 2012.

PARK VIEW

The Issuer is in the process of negotiating the acquisition of the last available piece of private land within the
CITY project for further development as part of the Group’s residential pipeline.

MOSCOW RETAIL CENTER

The Issuer is in the process of negotiating to acquire an approximately 35,000 m” high-end retail center to be
developed in a central location in Moscow to be acquired in equal joint venture with ECE Hamburg and a
reputable investment bank.

TYUMEN

The Issuer is looking at developing an office building of approximately 10,000 m® in a central location in the
Russian oil city of Tyumen. The potential development is at an initial stage.

12.11. Investment Portfolio

The Issuer decided in 2006 to diversify from its developer profile and to hold properties for investment purposes.
The Group currently owns four investment properties which at 30 September 2006 represented approximately 12
per cent. of the Group’s portfolio by lettable area. CITY Empiria and CITY Point were acquired in September
2006..

The Group’s investment strategy is opportunistic. It intends to buy, sell, hold and manage properties with a view
to balancing long term income rental streams with capital gains. The Issuer’s current intention is that its
investment portfolio would comprise approximately 15 to 20 per cent. of its asset value.

The Issuer owns the following investment properties:

Name Size (m?) Location Status Description

CITY EMPIRIA 23,863 Prague, Czech Republic Completed, owned Landmark office building in
Prague

CITY POINT 8,939 Prague, Czech Republic Completed, owned First completed building of
CITY project

CCS HQ Building 5,542 Prague, Czech Republic Completed, owned™ Adjacent land for further
development

CITY Forum 3,895 Prague, Czech Republic Completed, owned Conference facilities, retail,

catering and storage.

CITY Empiria IV - Prague, Czech Republic Completed, owned Parking garage, land

CITY EMPIRIA

This landmark modern office building of approximately 24,200 m” of lettable area is expected to be, after CITY
Tower, the second tallest building in the Czech Republic. It is a significant part of the development of the CITY
Project. The building and surrounding land was originally acquired by the Issuer in 2001, then sold in 2004 and
bought back in 2006 to be included in a newly developed investment portfolio of the Issuer. Tenants include the
Financial Authority of Prague 4, Zentiva, DHL and PPF Banka. The project was financed by approximately 20
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per cent. equity and 80 per cent. debt. Due to the closing of this transaction in late September 2006, this project
is not reflected in the 30 June 2006 interim financial statements.

CITY POINT

This new-build office building of approximately 9,000 m? of lettable area, designed by Richard Meier was
developed by the Issuer between 2002 and 2004 at which point the Issuer sold the project to European City
Estates A.G. (an Austrian company). The building was subsequently repurchased and included in the Issuer’s
investment portfolio as part of the buy-back transaction that included the CITY Empiria building. Tenants
include Telefonica which has leased approximately two thirds of the building for a period of 15 years, an IT
integrator (ICZ a.s.) and two smaller retail tenants. The project was financed by approximately 20 per cent.
equity and 80 per cent. debt.

CITY FORUM

This is a modern business conference centre in Prague completed in spring 2006. It offers 24-hour services,
including a restaurant, and has capacity for up to 500 people. The project will benefit from the concentration of
offices in the Prague 4 district and the requirements of adjacent CITY Empiria and CITY Deco tenants for
conference and food service facilities. The main tenants are Eurest and the Financial Authority of Prague 4.
There are already an established clientele of the conference center, sourced from local and Prague business
entities. The project is being financed through a combination of approximately 25 per cent. equity and 75 per
cent. debt.

CITY EMPIRIA 1V

CITY Empiria IV is an existing building, which the Issuer proposes to develop. The development will be by
ADARCON a.s., a Group SPV, in a 50/50 joint venture with Top Spirit a.s., a company within the Corinthia
Group. The project relates to the use and subsequent joint-venture development of the Liberty project. The
Group’s share in the existing property is 50 per cent. of the land and 67 parking spaces.

CCS HQ BUILDING

The Issuer won a privately organised tender for the acquisition of the following project and expects to close the
transaction by the end of 2006. This five-storey office building and the adjacent land of 2,011 m? (being the land
dedicated to development of the Palisady Project), located in Prague 8, were purchased by the Group for EUR
9.18 million in November 2006 from the sole occupier: CCS Ceska spolecnost pro platebni karty a.s. (a Czech
credit card company) which developed the property as its headquarters in 1995. The Issuer as the sole owner of
ECM OFFICES LIBEN s.r.o. has, in parallel with the acquisition of the property, executed a future ownership
interest transfer agreement with ECM HOLDINGS Limited (an investment firm co-owned by one of the Issuer’s
former shareholders, but not itself a related party) to sell 95 per cent. of its ownership interest in ECM OFFICES
LIBEN s.r.o. Upon execution of this transaction the Issuer will maintain a 5 per cent. profit participation on all
proceeds from the CCS HQ Building as well as the benefit from a 50 per cent. stake in the ownership and
development of the adjacent land. The transaction was so structured to enable ECM HOLDINGS Limited to buy
the CCS HQ Building from the Issuer while the Issuer was able to maintain profit participation and develop the
adjacent land without employing equity. In line with the Issuer’s equity employment strategy, the project is
financed by EUR 1.9 million of equity (invested solely by ECM HOLDINGS Limited), and EUR 7.35 million of
senior debt.

As this transaction was completed after 30 June 2006 and after 31 October 2006, it is not reflected in the 30 June
2006 and 31 October 2006 interim financial statements of the Issuer.

12.12. Facility Management

The Group undertakes facility management through its subsidiary ECM Facility a.s. Historically this activity was
performed by the property administration division within ECM Real Estate Investments, k.s. However, in 2002,
ECM Facility a.s. was established and the facility management function was transferred to that company. ECM
Facility a.s. is a member of the International Facility Management Association (“IFMA”). The gross income of
ECM Facility a.s. was EUR 1.05 million, EUR 3.46 million, EUR 2.81 million and EUR 1.89 million for the
years ended 31 December 2003, 31 December 2004, 31 December 2005 and the six months ended 30 June 2006,
respectively. ECM Facility a.s. became a subsidiary of the Issuer in June 2006 and will be consolidated into the
Group’s financial statements for the first time for the year ended 31 December 2006. Through ECM Facility, a.s.
the Group provides facility management services in seven properties that the Group owns and also in twelve
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properties owned by third parties. The Issuer intends to expand its facility management business in the future
through controlled business development and acquisitions.

The Group, through ECM Facility a.s., provides comprehensive facilities management services, such as
administrative management (which includes settlement of utilities bills), maintenance of buildings, equipment
and plant (including checking and repairing equipment, and minor construction work), security, cleaning, waste
disposal, reception services, catering, operating and maintaining energy systems and other services. Some of the
services are provided on a 24-hour basis. The extent of the services provided is designed to match the individual
customer’s requirements. The target customers of the facilities management services are administrative centres,
hospitals, sports halls, industrial premises and hotels.

ECM Facility a.s. adopted a Quality Management System (“QMS”) and Environmental Management System
(“EMS”) in 2005. In August 2005, the company acquired certificates according to the standards ISO 9001:2000
and ISO 14001:1996, and a silver certificate for its integrated management system.

Activities

The management of ECM Facility a.s. seeks to balance internal resources to meet the facility management
requirements of the Issuer and projects obtained on the open market from third parties. Its commercial activities
are aimed at various market segments, which include office buildings, hotel complexes, multi-functional halls,
hospitals, municipal development projects and industrial facilities.

At the end of 2003, ECM Facility a.s. won the tender for a facility management project to provide technical
management of the newly constructed multi-functional Sazka Arena in Prague. In this arena (the largest in the
Czech Republic with a total area of 35,000 m* and capacity of 18,000 visitors), ECM Facility, a.s. provides the
majority of technical activities from the operation and service of the building’s technical systems, adaptation of
the arena for various events and ice production (including maintenance of the ice surface).

In late 2004, ECM Facility a.s. opened a branch for the Moravia region of the Czech Republic in Ostrava where
it provides services for the Varenska Office Center, which was originally owned by Severomoravské vodovody a
kanalizace Ostrava a.s. Although this building changed its owner in the course of 2005 and underwent a
complete reconstruction, ECM Facility a.s. remained the provider of facility management services for the
building. This contract is one of the examples where the company provides both technical activities and
administrative and economic services. The growth of ECM Facility a.s. is demonstrated by its recently acquired
contract for the Zlin Regional Authority 24,000 m® office building. Further projects in this region are in an
advanced stage of negotiations.

In late 2005 ECM Facility a.s. won the tender for facility management of buildings owned by Stavby silnic a
zeleznic, a.s. (57 buildings in total — a mix of office buildings, construction sites, packaging plants, production
halls etc.). Under this contract ECM Facility, a.s. provides completely integrated facility management.

12.13. Development Service

ECM Real Estate Investments, k.s. (“ECM REI k.s.”), is a wholly owned subsidiary of the Issuer which provides
all development, administrative and support services to the SPVs owning assets of the Issuer. ECM REI k.s.
charges the SPVs a standard development fee which is part of a project’s budget and covers the development
cost and grants the ECM REI k.s. a corresponding profit. In December 2005 the Issuer acquired a 50 per cent.
interest in ECM REI k.s. which became a wholly owned subsidiary of the Issuer in June 2006 and will be fully
consolidated into the Group’s financial statements for the first time for the year ended 31 December 2006. The
gross income of ECM REI k.s. was EUR 2.77 million, EUR 2.62 million, EUR 5.96 million and EUR 4.04
million for the years ended 31 December 2003, 31 December 2004, 31 December 2005 and the six months ended
30 June 2006, respectively.

12.14. Marriott Executive Apartments

This project implemented by the Issuer’s subsidiary LONGIN Business Center, a.s. opened in April 2000. The
Marriott Executive Apartments building offers long-term quality housing in 53 suites, including 10 parking
spaces in the underground garage. In 1999 ECM Finance a.s. concluded a rent agreement (Head Lease) with
CZECH REAL PROPERTY PARTNERS k.s. (the owner of LONGIN Business Center buildings). ECM Finance
a.s. concluded with Marriott Hotel International, B.V. (as Manager) a management agreement on 15 October
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1998 to operate the apartments. The Manager provides know how, management staff, licences and trademarks.
ECM Finance a.s. pays Marriott Hotel International, B.V. fees for these services and licences. This agreement is
valid for 20 years with an option to renew for a further 10 years. The hotel’s fixtures, fittings and equipment and
financial resources from operations are the property of ECM Finance a.s.

Vila C Project

Vila C is a three-storey administrative building at Na Popelce, Prague 5, Czech Republic. The building is leased
as representative headquarters of a Finnish corporation. The owner of the building is Raiffeisen — Leasing Real
estate, s.r.o. At the end of 2002, Raiffeisen — Leasing Real Estate, s.r.o and ECM Finance a.s. concluded a sale-
and-leaseback transaction for Vila C in the amount of EUR 500,000. The leasing period is 144 months. ECM
Finance a.s. operates the premises and bears the risk of insufficient revenues covering the lease payment. The
premises were subleased to Fuukki CZ s.r.o. based on a contract for lease of non-residential premises dated 5
March 2002.

12.15. Recent Developments

Since 30 June 2006 the Group has concluded various contracts that have resulted in substantial growth of the
Issuer. The effect of these transactions (CITY Empiria, CITY Point, Bfeznickad Retail Center, Ryazan Shopping
Center and CCS HQ Building) can be demonstrated in the tables below. For a description of these properties see
“— Development Projects” and “— Investment Portfolio”.

DEVELOPMENT PROJECTS AND INVESTMENT PORTFOLIO Date of this Prospectus 30 June 2006
Number of properties" 19 14
Overall size of the Existing Pipeline in m" @ 306,486 185,435
of which offices 129,089 96,260
of which hotels 32,718 32,718
of which retail 101,501 13,279
of which residential 43,179 43,179
Number of parking spaces’® 7,118 2,743

Notes:

€8 Based on Issuer figures. They are not included as part of the audit of the Consolidated Financial Statements.

2) Minority interests are taken into account proportionally.

The integration of ECM Real Estate Investments, k.s. and ECM Facility a.s. was completed in June 2006 and
will have an impact (see “— Development Service” and “— Facility Management”) on the financial statements
of the Issuer for the year ended 31 December 2006.

Transfer of assets to be realised during 2007 from LANCASTER a.s. to EPOQUE-LANCASTER a.s.
(CITY Epoque Residential SPV’s)

The CITY Epoque Residential assets were owned by LANCASTER a.s., while the SPV dedicated to
development of this project is EPOQUE-LANCASTER a.s. Accordingly, the relevant assets (lands and related
project works) are to be transferred from LANCASTER a.s. to the new SPV. The transfer shall be undertaken in
the form of sale of the assets. The assumed price for the assets is to be CZK 152,198,000. The price will be
financed partly by equity and by an existing bank loan as EPOQUE-LANCASTER a.s. shall accede to the
existing loan agreement.

Potential Sale of CITY Point project

The Issuer would consider selling the CITY Point project if offered an attractive price, due to the diminishing
term of a significant lease within the building.
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12.16. Development process

The development process of the Issuer has the following stages:

12.16.1 Market Research

The Issuer is of the opinion that successful development is not sustainable without long term, ongoing market
research and know-how. For this reason the Issuer’s sales department collects data from the leasing market,
tenant market, residential sales market and the commercial investment market; the finance department monitors
development of interest rates and FX rates; the project management department monitors competition, new real
estate development legislation, construction market, political, development and technical standard market trends;
and the HR department searches for qualified personnel at all levels to identify any and all opportunities for
recruiting people who would help the Issuer to form and execute its strategic goals.

Before investing in new markets the Issuer invests considerable resources in getting to know the market. It hires
local personnel or contracts with market insiders to make sure that information that is necessary for informed
decision-making is readily available and that the Issuer can quickly react should the market situation change.

12.16.2 Project Research

The Issuer utilises amongst others, the following methods to learn of potential projects:

(a) the Issuer cooperates with individuals and entities who actively search markets for projects that are then
offered to the Issuer on a commission basis;

(b) banks that finance the Issuer refer clients that wish to dispose of property;
(c) real estate agencies and consultants offer properties that become available on the market to the Issuer; and

(d) employees of the Issuer actively search properties in new markets by contacting private individuals,
companies, and local governments.

Upon the identification of potential projects, the Issuer does its own property, market, project, product and
concept design, and location analysis. Only when the results of such analysis are satisfactory will the project
have a project manager assigned and proceed to the feasibility study phase.

12.16.3 Feasibility Study

At the Issuer, a project manager is responsible for the preparation and updating of feasibility studies of each
individual project. The project manager coordinates with many people inside the Issuer together with third
parties to compile the feasibility study for approval.

Feasibility studies contain (as a minimum) the following analysis: financing assumptions; capital structure
assumptions; project parameters (areas, functions, etc.); development cost budget; income assumptions;
letting/sales plan; schedule; cash flow assumptions; exit assumptions; fair market value calculation; profit
calculation; internal rate of return calculation; financing ratios: loan to value; debt service coverage ratio; a ratio
calculated by dividing a company’s earnings before interest and tax by interest expenses for the same period.

Once approved by the Executive Management Council, feasibility studies become the benchmark of the project.

12.16.4 Project Acquisitions

Each new project is allocated to a person responsible for its acquisition, usually the Vice-President for Business
Expansion or a project manager, who is responsible for the acquisition from beginning until the settlement of the
transaction. Activities at this stage include, among others: deal structuring; purchase price negotiation and its
payment schedule; definition of conditions precedent and subsequent; due diligence; exclusivity negotiation;
solving of the non-competition issues; tax structuring; acquisition financing (equity, mezzanine, senior loan,
where applicable); transaction schedule; negotiation of representations and warranties; termination reasons and
options negotiation; identification of the legal framework; term sheet preparation and approval; contract
negotiation and management; closing; project takeover; and acquisition settlement procedure.

Once the project is acquired, the Issuer’s project management department becomes responsible for its successful
completion, whereas the Business Development department is responsible for supporting the project securing
required cooperation of the selling party and the local government.
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12.16.5 Permits

If the project is acquired without the applicable statutory permits the project manager is responsible for obtaining
such permits. This activity is commonly subcontracted to the engineering division of the project’s general
contractor, but the involvement of the Business Development department, project manager and a legal
representative (specialising in statutory, environmental, and construction law) is usually necessary. This process
involves dealing with the general public, governmental and statutory bodies, environmental and civic
organisations and engineering network owners/operators.

12.16.6 Senior Loan, Mezzanine Loan and Equity Financing

Secure financing of development and investment projects is the ultimate responsibility of the Issuer’s Finance
department, which in cooperation with the project manager identify financing needs, timing and structures and
prepare project investment memoranda or request for proposals identifying the basic terms of the financing.

This investment memorandum or requests for proposal are then distributed to pre-selected potential financing
partners. The Finance department is responsible for identifying the winning bidder and closing the financing
transaction including negotiation of the financing documentation, satisfying conditions precedent and subsequent
draw downs and ongoing relationship management with the financing partner.

12.16.7 Joint Ventures

In those cases where a joint-venture is formed with a partner to develop specific projects, the establishment,
negotiations, documentation, daily operation and performance of the joint-venture becomes the responsibility of
a specialised person in the Issuer who is appointed the “JV Manager” on site. Such person reports directly to the
Executive Management Council and is the representative of the Issuer in the joint venture. Other activities of the
Issuer and the JV Manager are dependent on the form, purpose and goals of such joint venture.

12.16.8 Product Positioning

The Issuer pays special attention to the proper positioning of its products. The Issuer is aware of the fact that
product positioning often determines whether a project is successful. The Issuer employs people who have a
sense for standards in living, shopping, travelling, business operation and logistics. These senior managers are
able to combine their technical, marketing, financial, legal and lifestyle know-how to develop a solid positioning
concept of a real estate product. This concept is part of the clients’ brief which is submitted to the project
architects who are asked to develop the concept design of the project.

12.16.9 Concept Design

The Issuer organises private architectural design competitions for most of the projects it develops. These design
competitions serve as a means of selecting the architect that best fulfils the requirements, and also as a means to
optimise the price of architectural design work. All architects invited to submit their proposals are required to
present a project concept design that is based on detailed specifications and positioning concept. Since selection
of the project architect can significantly influence the success of the project, the Issuer’s Project Management
department and Executive Management Council are invited to critically comment on the design proposals
submitted by the competing architects. Usually, independent written expert opinions on proposals submitted by
competing architects are sought by the Issuer prior to awarding the design contract.

12.16.10 Value Engineering and Cost Optimisation

The Issuer continually exercises value engineering techniques during the design phase and construction phase.
Value engineering processes are managed by the responsible project manager. Usually, sales representatives,
product positioning professionals, professional consultants, architects, cost engineers, end users and facility
managers participate in the value engineering sessions. The goal of such value engineering processes is to
increase efficiency and profitability while maintaining the design, aesthetic, functional, maintenance and cost
parameters contained in the feasibility study. There is also a cost optimisation process that takes place during all
design and contractual phases.

12.16.11 Scheduling and Control

The project managers assigned by the Issuer to a respective project are ultimately responsible for any project
delays and for non-performance of the parties involved in the project. Such project managers are expected to
track project progress using scheduling methods and software and expect the same from the general architect
(when referring to design activities), the engineering team (when referring to permit-obtaining activities) and the
general contractor (when referring to construction). To provide an additional level of control, the Issuer contracts
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with an external project management company at various phases of the project to manage the design reviews,
scheduling, performance control, quality control, cost estimation and site supervision. They report project
progress directly to the Issuer’s project manager in the form of weekly meetings and monthly written project
progress reports.

12.16.12 Design Quality Management

Upon completion of each design phase the Issuer completes internal reviews of the design documentation and
frequently asks third party professionals to review the design documents. Such design reviews are intended to
check: compliance with the clients’ brief, completeness of the documentation as per the contract; for mistakes;
for effectiveness of the design solutions; for opportunities to reduce cost by providing alternative solutions; for
clarity of documentation to avoid problems in obtaining permits and contracting; of material standards; to avoid
problems in budgeting and contracting with the general contractor; for compliance with end-user requirements
(if applicable); structural design and investigate alternative solutions; and the design of special trades (Heating,
Ventilation and Air Conditioning, electrical, fire safety, etc).

Investment in these design reviews is useful for the avoidance of potential future problems. It is customary that
such reviews are done at the Issuer’s cost, however if the review reports significant design problems, the one
who caused the problem is expected to bear the cost of the expert report commissioned by the Issuer.

12.16.13 Contracting

The Issuer has a database of standard agreements with various third parties. These agreements are designed to
provide the Issuer with a significant degree of legal protection and allow the Issuer’s managers to effectively
control contractors and consultants. The Issuer supports the use of tested contracting structures that provide
incentives to contractors if they deliver on time to the quality required, and significant sanctions in case of non-
performance. The Issuer does not provide advances for work performed and usually requires that contracting
parties provide the Issuer with several performance and quality related security documents and warranties.

12.16.14 Construction Project Management and Quality Control

As already mentioned in “Scheduling and Control” the Issuer uses a professional project management Issuer to
manage daily construction project management and quality control, however the Issuer’s project manager is
responsible for supervising such activity. The Issuer’s project manager is also responsible for solving all disputes
that may arise between the project management company hired by the Issuer and the contractors of the Issuer. To
avoid a split of responsibilities on the side of construction companies, the Issuer usually deals with a general
contractor and retains only the right to approve the general contractor’s subcontractors.

12.16.15 Product Marketing

The Group has an internal marketing team that markets all the Group’s projects in line with the corporate
branding manual, project positioning concept and in coordination with other marketing activities of the Group.
The Issuer is committed to producing high quality presentation materials to enhance brand awareness of the
Issuer and providing clients of the Issuer with accurate, easily comprehensible promotional material and
marketing aids.

12.16.16 Leasing/Sale

Since letting and sales risks are one of the characteristic risks of any real estate development and investment
company, the decision to maintain a relatively large in-house sales and leasing team which is responsible only
for letting and selling of other real estate products. This team, led by senior Issuer managers, cooperates with
other real estate agencies, lobby groups and intermediates on various incentive basis. This team is responsible for
commercial real estate, long-term leases and residential premises sales.

The Issuer generally leases commercial real estate and sells residential real estate.

Leasing and sales are done on the basis of standardised lease and sale agreements which have proven to be an
efficient tool for Issuer personnel in the prompt closing of transactions with the Group’s clients.

12.16.17 Completion and Product Delivery

The Issuer project manager is responsible for ensuring completion of the project at the scheduled time. To avoid
any handling risk, the Issuer prefers to take over the product from the contractor only at the moment when the
end user (tenant, buyer) takes the product over from the Issuer. For that reason, extra co-ordination effort is
expected from the Issuer’s project manager during project completion and the delivery phase of the project. The
Issuer requests the removal of all contractual imperfections as part of the takeover procedure.
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The general contractors agreement and the agreements with end users are structured in such a way that sanctions
imposed by the Issuer on a general contractor in case of any delivery delay outweigh penalties due by the Issuer
to the end users.

12.16.18 Post-Completion Project Evaluation

Upon project completion, the Issuer’s project manager is required to close the project books and prepare a
detailed project evaluation consisting of: budget review; schedule review; sales/ leasing review; return
calculations; and “lessons learned” review including recommendations for the future.

This project review is presented by the project manager to the Executive Management Council for approval.

12.16.19 Facility Management

Facility management services are usually provided from the day of project takeover (or partial takeover) from
the general contractor. However, the Issuer’s facility management is involved in the project during all phases of
the development to ensure that building will be easily and effectively manageable.

The Issuer’s facility management also monitors and supervises the design, construction and delivery of all
building systems that the facility manager is later expected to maintain.

12.16.20 Exit Strategies

Due to changes in the investment markets, the Issuer adopts case-by-case project exit strategies. These strategies
are subordinated to the main objective of the Issuer to maximise the internal rate of return on equity and provide
for maximisation of project proceeds. The Issuer structures projects in such a way that any selected exit strategy
can be effectively executed without undue structural changes and delays.

The Issuer constantly monitors investment markets and talks to potential buyers to remain informed about
investment trends and retain liquidity in the products the Issuer develops.

12.17. Valuation of properties

All real estate projects in the Issuer’s portfolio, unless specifically stated otherwise, are valued by a RICS
chartered surveyor, in accordance with the RICS Appraisal and Valuation Standards (the so-called Red Book
standards). The Issuer through its Valuation Committee typically performs an internal valuation of land or
property that it is acquiring, sometimes together with independent valuers (who are RICS chartered surveyors).
In connection with the preparation of its annual financial statements, the Issuer is required under IFRS to
perform a valuation analysis for each property and the Issuer undertakes a review and analysis process to obtain
each property’s fair market value. The Issuer also uses third party independent valuers to value its corporate
businesses. The property valuations used to prepare the six-month interim financial figures referred to in this
Prospectus include a substantial number of property valuations performed by the Issuer’s external valuation
experts, TACOMA Consulting a.s. and King Sturge, which are supplemental to the management valuation
process. When the year-end valuation of its properties is completed, the Issuer will be required to show the fair
market value of all of its properties on its balance sheet. These valuations may differ from the valuations that the
Issuer has used in compiling its six-month figures. Until a property is sold, its value and the Issuer’s profit
figures depend on the revaluation of the property.
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13.

13.1.

13.1.1

GENERAL INFORMATION ABOUT THE ISSUER

The Issuer

The Issuer is responsible for the information contained in this Prospectus and declares that, having taken all
reasonable care to ensure that such is the case, the information contained in this Prospectus is, to the best of its
knowledge, in accordance with the facts and contains no omission likely to affect its import.

The Issuer is a public company limited by shares which was incorporated on 1 July 1998 under the Luxembourg
Law of 10 August 1915 on commercial companies, as amended and the Luxembourg Law of 31 July 1929 on
holding companies (the “1929 Act”). As a holding company subject to the 1929 Act, the Issuer was exempt from
all Luxembourg income taxes and subject to a 0.2 per cent. annual subscription tax. The Issuer has ceased to be
subject to the 1929 Act following a decision by the Issuer ’s shareholder to become a so-called “Soparfi” —
Société de Participations Financiéres. A Soparfi is subject to full taxation and may take advantage of
Luxembourg’s double tax treaties. If a Soparfi has a shareholding of at least 10 per cent. in a company (or, if
less, whose acquisition cost was at least EUR 1.2 million) and its holding period of the shareholding is at least 12
months, dividends from the Issuer received by the Soparfi are excluded from the Soparfi’s taxable profit. If a
Soparfi has a shareholding of at least 10 per cent. in a company (or, if less, whose acquisition cost was at least
EUR 6 million) and its holding period of the shareholding is at least 12 months, capital gains are excluded from
the Soparfi’s taxable profit. Other income reduced by financing and other costs would be generally subject to
taxation at the rate of 29.63 per cent. (in the City of Luxembourg). There is also wealth tax (minimum 0.5 per
cent.) charged on the net asset value of a company as at 1 January of each year. The Issuer’s place of
incorporation and registered office are in Luxembourg.

The registered address of the Issuer is at 5 Boulevard de la Foire, L-1528 Luxembourg, Grand Duchy of
Luxembourg. The telephone number of the Issuer is +352 2451 1231 and the fax number is +352 2451 2320.
The legal name of the Issuer is “ECM REAL ESTATE INVESTMENTS A.G.”. The commercial name
frequently used by the Issuer is ECM. The Issuer is registered in the Luxembourg Register of Commerce and
Companies, the Grand Duchy of Luxembourg, under Ref. No. B 65 153. The duration of the Issuer is indefinite.

Summary of the Articles of Association of the Issuer

Object of business

The Issuer’s corporate object, as stated in article 3 of the Issuer’s articles of association, reads as follows:

“The purposes for which the company is formed are all transactions pertaining directly or indirectly to the taking
of participating interests in any enterprises in whatever form, as well as the administration, the management, the
control and the development of such participating interests.

The company may particularly use funds for the setting-up, the management, the development and the disposal
of a portfolio consisting of any securities and patents of whatever origin, participate in the creation, the
development and the control of any enterprise, acquire by way of contribution, subscription, underwriting or by
option to purchase and any other way whatever, any type of securities and patents, realise them by way of sale,
transfer, exchange or otherwise, have developed these securities and patents.

The company may borrow in any form whatever. The company may grant to the companies of the its group or
to its shareholders, any support, loans, advances or guarantees, within the limits of the law of 10 August 1915.

The company may take any measure to safeguard its rights and make any transactions whatsoever which are
directly or indirectly connected with its purpose and which are liable to promote their development or
extension.”

Board of Directors

The Company shall be managed by a Board of Directors, composed of not less than three executive members
and up to three non-executive members, who need not be shareholders themselves.

The members of the Board of Directors will be elected by the general meeting of shareholders, who will
determine their capacity of “executive” or “non-executive” member, their number, for a period not exceeding
four years. Half of the members of the Board of Directors will be renewed every two years, of which one at least
must be an executive member and one at least must be a non-executive member. The duration of any mandates
shall be such to allow for this rotation in the renewal of the directors’ positions. The members of the Board of
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Directors may be re-elected and they may be removed at any time, with or without cause, by a resolution adopted
by the general meeting of shareholders.

Any member of the Board of Directors appointed in replacement of another member of the Board of Directors,
whether co-opted or otherwise, shall be elected for a duration equal to the remaining period of the mandate for
which the member of the Board of Directors, thus replaced, was initially appointed.

In the event of a vacancy on the Board of Directors, the remaining directors may elect by co- opting a director to
fill such vacancy until the next general meeting of shareholders, which shall ratify such co-opting or elect a new
member of the Board of Directors instead.

The Board of Directors is vested with the broadest powers to perform all acts necessary or useful for
accomplishing the Issuer’s object. All powers not expressly reserved by the Articles of Association or by law to
the general meeting of shareholders or the statutory auditor(s) are in the competence of the Board of Directors.

The Board of Directors may delegate the daily management of the Company and the representation of the
Company within such daily management to one or more persons or committees of its choice. The Board of
Directors shall adopt corporate governance rules governing the board of directors, which will define in detail the
governance and internal procedure rules of the Board of Directors, and of prospective bodies and committees to
be established by it will be bound by these rules as from time to time by the Board of Directors. The Board of
Directors as well as any of the bodies and committees established by it will be bound by these rules as from time
to time in effect.

The Board of Directors may also delegate other special powers or proxies or entrust determined permanent or
temporary functions to persons or committees of its choice.

The Company will be bound towards third parties by the sole signature of the Chairman or by the joint signature
of two members of the Board of Directors, of which at least one must be an executive member.

The Company will further be bound towards third parties by the joint signatures or single signature of any
persons to whom the daily management of the Company has been delegated, within such daily management, or
by the joint signatures or single signature of any persons to whom special signatory power has been delegated by
the Board of Directors, within the limits of such special power.

A quorum of the Board of Directors shall be the presence or the representation of a majority of the members of
the Board of Directors holding office, those present members of the Board of Directors to number not less than
three. Decisions will be taken by a simple majority of the votes of the members of the Board of Directors present
or represented at such meeting. In the case of an equality of votes, the Chairman shall have the right to cast the
deciding vote (the “Casting Vote”). The Casting Vote shall be personal to the Chairman and will not be
transferred to any other director acting as a chairman of a meeting of the Board of Directors in the Chairman’s
absence including the Vice-Chairman.

Statutory/Independent Auditor

The business of the Issuer and its financial situation, including more in particular its books and accounts, shall be
reviewed by one or more statutory and/or, where required pursuant to the laws, independent auditors (réviseurs
d’entreprises), who need not be shareholders themselves.

The statutory and/or independent auditor(s) will be elected by the general meeting of shareholders, who will
determine their number, for a period not exceeding six years, and they will hold office until their successors are
elected. They are re-eligible and, to the extent permissible under applicable laws, they may be removed at any
time, with or without cause, by a resolution adopted by the general meeting of shareholders.

Form of Shares — Shareholder Rights

The shares will be in the form of registered shares. The shares are freely transferable. With respect to the
registered shares, a shareholders’ register which may be examined by any shareholder will be kept at the
registered office. The register will contain the precise designation of each shareholder and the indication of the
number and clas