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Important Notice 
Every effort has been made to ensure the accuracy of the information in this document but it 
may be based on unaudited or unverified figures or sources. Investment in funds always invol-
ves some kind of risk. Past performance is no guarantee for future performance. Fund units 
may go up or down in value up and may be affected by  changes in exchange rates. Investors 
may not get back the amount invested. East Capital’s Real Estate funds are only directed at 
institutions and other professional investors. The Real Estate funds are not UCITS funds and 
as a result are not adapted for retail investors in the same way as East Capital’s Public Equity 
funds. Full information on East Capital’s funds, such as the prospectus and financial reports 
can be obtained free of charge from East Capital, from our local representatives and are availa-
ble on East Capital’s website.
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East Capital Real Estate

East Capital Real Estate is an established and proven asset manager 
with more than EUR 200m in assets under management in Eastern 
Europe across real estate funds and alternative investment funds. 

The day-to-day management of the fund is facilitated by East Capital 
Real Estate. The management company is a subsidiary within the East 
Capital Group and is headquartered in Tallinn, with regional offices in 
Riga and Vilnius. 

Based in Stockholm is a dedicated real estate advisory and research 
team with extensive experience from real estate investments and 
property developments in the Baltic States, Russia, Ukraine and West-
ern Europe. 

Expertise through local presence

The management team has in-depth knowledge and understanding of 
the Baltic property market with over 160,000 sqm and 300 tenants 
under management in the current property portfolio. The local pres-
ence and close relationship with tenants and market players enables 
the team to manage properties efficiently. 

The team also has extensive property development expertise with 
completion of several retail property developments, redevelopments 
and refurbishments of properties.
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Baltic property fund in brief 
2011/2012

•	 The value of the properties amounted 
to EUR 127 million (129)

•	 Earnings for the year increased  
to EUR 9.3 million (9.0)

•	 Net result for the year was  
EUR -0.05 million (2.8)  
–  The change in the value of the  
 properties amounted to  
 EUR -2.7 million

•	 Net Asset Value increased 1.6% during 
the financial year

•	 Of current loan portfolio 90% is on a 
floating rate

• Average vacancy decreased during the 
year to 5% (market average is between 
5 and 15%)

• Average net rent has increased  
by 3% to EUR 6.3 per sqm



3East Capital Baltic Property Fund

We entered into the 2011/2012 financial year still in the midst of a 
recovery from the 2008-2009 economic  crisis.

Despite that, the Baltic countries had the fastest growing econo-
mies in Europe in 2011 and the property market continued to stabilise 
during 2011/2012, with rental levels remaining flat or seeing small 
increases and broadly unchanged capital values. The investment mar-
ket is recovering and improving, with Estonia in the lead in terms of 
investor interest, transaction volume and supply.

Overall, the fund’s performance has been better than the average 
market performance. Our main objective this financial year has been 
to continue actively managing our property portfolio with a view to 
maximising income and minimising costs, as well as actively manag-
ing our loan portfolio so we can benefit from the current low interest 
rates.

Our focus on leasing activities throughout the year has resulted in 
substantially decreased vacancy revenue and a slight increase in 
rental revenue.

The average vacancy in our portfolio has decreased from 10% at the 
beginning of the fiscal year to 5% today. That compares favourably to 
the average vacancy across our market, of between 5 and 15%. 

In addition, the average net rent in our portfolio has increased by 
3% to EUR 6.3 per sqm. 

We have also focused on working with the fund’s lenders to restruc-
ture or refinance some of the loans. Several interest rate swaps have 
matured and approximately 90% of the loan portfolio is today on a 
floating rate, enabling the fund to take full advantage of the current 
environment of low interest rates.

Our net operating income (NOI) increased to EUR 7.5m, from 6.7m 
in the previous year, and the loan balance was EUR 98m at the end of 
the financial year. However, the net result decreased to EUR -0.05m 
from 2.8m a year earlier, mainly due to unrealised changes in the 
value of the property portfolio.

The continuing uncertainty in the European markets means that 
we have to proceed with caution in the short to mid-term, even 
though we see higher occupancy levels and a marginal increase in 
average rental rates in our portfolio. 

It’s a fact that the investment volume is still only at one third of 
2007’s peak level. As such, it remains very challenging to sell proper-
ties at non-distressed valuations. And so, our forecast for the Baltic 
property investment market is that it will recover, but that it will take 
longer than previously expected.

We continue to remain positive about the Baltic real estate market 
over the long term. Our forecast is that the investment activity and 
price growth in the property market will improve. The management’s 
focus going forward is to continue to improve the quality of tenants 
and rental rates across our portfolio, as well as minimise operational 
costs. It’s the only sustainable strategy to maximise property values.

 
 

Stockholm, October 2012
 

Biljana Pehrsson
Chairperson of the board
East Capital Baltic Property Fund AB

“Our long-term view on the Baltic 
real estate market remains positive. 
Our forecast is that the investment 
activity and price growth in the  
Baltic property market will 
improve”.

Fund manager’s comment on 
the year
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Macroeconomic overview

High uncertainty caused by the Euro zone sovereign debt crisis has 
been affecting the whole of Europe during this year. In the second 
quarter of 2012, the Euro zone GDP declined by 0.4% y-o-y. According 
to different economic forecasts, Euro zone growth is expected to vary 
in the range of -0.5% to 0.3% in 2012, and recover slightly in 2013 by 
up to 1%.

In contrast, the Baltic economies grew markedly in 2011 and have 
been the fastest growing among European countries in 2012. The 
main growth driver has been export-orientated manufacturing, but 
this was also supported by a gradual recovery in domestic demand 
and growth in consumption. The export growth rate in the Baltic 
countries was among the fastest in the EU.

Higher real wages and employment growth promoted consumer 
confidence and an increase in consumption. Household consumption 
is expected to continue growing at a sustainable rate, although ham-
pered by uncertainty surrounding the external risks. Despite recent 
improvements in the labour market, economic growth has so far not 
eased the problem of structural and long-term unemployment in the 
Baltics. 

Inflation in the Baltic countries has remained above the Euro zone 
average, reaching 4-5% in 2011, mostly due to price growth in food, 
housing, fuel and transport. In 2012, inflation has decreased slightly, 
but will remain above 3%; still above the Euro zone average.

The exceptionally low interest rate levels are expected to contrib-
ute to credit activity, although the creditworthiness of market partici-
pants has not notably changed and might be dampened again due to 
the uncertainty deriving from the external environment.

Despite strong growth numbers and a relatively positive outlook 
for the Baltic economies, the growth outlook for Europe still remains 
limited, a fact that is influencing growth in the Baltic countries. 

Baltic property markets bouncing back 

The strong recovery of the Baltic economies has revitalised the real 
estate market. Rents in most sectors finally bottomed out and showed 
an upward trend. Vacancy rates continued to decrease throughout 
the year and remain very low in some segments, such as Central Busi-
ness District (CBD) office and retail in modern shopping centres.

Increasing demand for modern, well-located premises started to 
turn the office market in the Baltic countries gradually from a tenant’s 
market to a landlord’s market. Household consumption growth 
allowed shopping centres to increase their sales and reduce vacant 
space, although rental levels in shopping centres stayed mostly stable 
during the first half of 2012.

The office development market has remained subdued since 2008, 
with a considerable number of projects frozen or postponed. In 2011 
and the first half of 2012, the market experienced an increase in office 
development activity throughout the Baltics. Large grocery chains 
(such as Rimi, Maxima, IKI, Prisma etc.) became the most active play-
ers in the retail development market in the Baltic countries in 2011 
and remain so in 2012.

The investment market, one of the major activity indicators of a 
real estate market, continued its recovery in 2011. The total invest-
ment volume in the Baltics was approximately EUR 400m in 2011, 
which is roughly twice the 2010 level. The main investment targets in 
2012 continue to be retail and office properties with strong cash-flow 
and core locations.

Macroeconomic situation
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Increasing rents and lower vacancies 
Over the year, the vacancy rate of most A-class office buildings in Tal-
linn and Vilnius dropped from 13% to 5% and B1-class buildings from 
approx. 15% to 10%, resulting in a shortage of larger modern office 
premises. In 2012, rental rates for A-class premises in Vilnius 
remained largely stable, varying in the range from 11.6 to  
17.4 EUR/sqm. 

The Riga office market was worst hit after the crises. However, for 
the past two and a half years, the vacancy rate on the Riga office mar-
ket has more than halved and stood at 9.7% by mid-2012. Rental rates 
for A-class premises range from 9 to 14 EUR/sqm, showing moderate 
growth in 2011. A slight rental rate increase can be expected in the  
second half of 2012 due to a continued decrease in vacancy, especially 
in the CBD area.

In 2011, retail was the most active sector of the Estonian commer-
cial real estate market in terms of planned expansions, new develop-
ments and investment. Average annual turnover growth in Tallinn’s 
biggest shopping centres was approximately 8-10% in 2011, while the 
number of visitors increased more than 6% during the same period. 
The first half of 2012 saw a continuing trend of rising sales numbers in 
Tallinn’s major shopping centres, by 9-12% on average. Vacancy rates 
in larger shopping centres remain effectively at zero.

The recovery in retail sales and the marginal vacancy has triggered 
retail developer activity in Estonia, and several big retail projects 
started in 2012 and will be completed during the next two years. In 
both Latvia and Lithuania large grocery chains (such as Rimi, Maxima, 
Prisma etc.) have become the most active players on the retail devel-
opment market, strengthening their position and increasing their 
market share.

During the first half of 2012, the Lithuanian retail market remained 
stable with no notable changes in rental rates and continued low 
vacancy at around 3%. No new larger shopping centres are expected 
to enter the market before 2014. It is expected that rental rates will 
remain stable throughout 2012 due to economic uncertainties and 
tight competition between existing shopping centres.

Yield levels remain stable
The Baltic economies have all recovered well since the financial crisis. 
On the back of this recovery, the real estate market has stabilised and 
provides investment opportunities in properties with strong cash flow 
and sustainable rental terms. Among the three countries, Estonia is 
leading in terms of investor interest, transaction volume and supply. 
The Baltic investment market is expected to remain active in 2012, 
with the main targets being retail and office properties with strong 
cash flow and core locations. Currently prime office yields in the capi-
tal cities range between 8 and 9%. Prime yields for retail are slightly 
lower than for office, while industrial yield is somewhat higher.  

Interest rates and bank financing
The Baltic capital markets are dominated by Nordic credit providers, 
and attractive financing terms are currently available to solid borrow-
ers for prime objects. Short-term interest rates have declined to his-
torically low levels and it is also currently possible to hedge long-term 
rates (3-5y) at around 1% through interest rate swaps.
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Portfolio management report

Country allocation, % of rental income

Sector allocation, % of rental income

Economic vacancy level, %

 Retail 39.9
 Office 36.1
  Warehouse/Industrial 16.0 
  Hotel 8.0
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The portfolio

The total number of properties owned by the fund, sixteen, remained 
unchanged since last year. Estonia is still the largest part of our opera-
tions with ten properties, while Latvia and Lithuania are equal in size 
with three properties each. Office and retail segments of the portfolio 
both contribute 76% to the portfolio’s rental income, while warehouse 
and industrial segment contributes 16% and hotel segment decreased 
to 8% of the total rental income. Estonia remains our largest market, 
contributing 75% of rental income and 88,300 sqm in leasable area. 
Latvia and Lithuania are significantly smaller parts of the portfolio 
and account for only 13% and 12% of the rental income respectively 
and 19,500 sqm and 15,300 sqm in leasable area. On average the eco-
nomic vacancy across the portfolio is 5% compared to 5 to 15% 
vacancy across our markets.

In total there are 338 tenants in the properties of the fund. Latvia 
and Lithuania part of the portfolio around half of leases expire within 
the next three years. At the same time this might be a positive, having 
relatively short-term lease expiry profile what enables to  adjust 
quicker, if market rent levels continue to improve. Lease agreement 
expiration in Estonia is distributed relatively equal over the next five 
years.

Management focus on economic occupancy

Management focus during the last two years has been on achieving 
maximum possible economic occupancy. Our strategy is being local 
asset managers and keeping close tenant relations in order to under-
stand and be prepared for future changes as well as being involved in 
all leasing activities. As a result of these efforts, the key development 
during 2011/12 was quite a significant decrease in vacancies. The port-
folio average vacancy dropped from 10% to 5%. The largest part of 
that change was in the previously worst-hit market, Latvia, where 
Duntes and Zemitana vacancies (40% last year) have reached quite 
normal levels of 12% to 14%. 

In addition to the increase in occupancy, the properties’ rental rev-
enues started to increase as well, especially from the hotel properties 
where the rent is partly turnover related. A more moderate but steady 
increase in rental rates was seen in the retail and office properties in 
capital cities. In secondary cities like Pärnu, Jõhvi, Narva and Klai-
peda, the average rental rates for retail and office remained 
unchanged, or even dropped in some cases.

The management continues to work closely with the tenants to 
reduce vacancy further and to increase rental rates where the market 
situation allows. As a result of the low vacancy in the portfolio and the 
low interest environment, the general outlook for 2012/2013 is posi-
tive.

Estonia remains the strongest market

There were up and downs in the Estonian properties, but in general 
the rental revenues increased and tenant remained high. 

Pussikeskus (a Tänassilma property) cancelled its agreement as it 
needed larger premises, but it was immediately replaced by neigh-
bouring property tenant Makita, and at a higher rental level. An 
investment was made to connect both premises by a covered walk-
way. Both hotel operators improved their turnovers in 2011 by more 
than15%, which resulted in quite a substantial turnover-linked addi-
tional rent. The additional rent for GoSpa was 43% and for Portus 23% 
of the minimum rent for 2011 calendar year. Considering 

 2011 Q2  
 2012 Q2  
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Largest tenants, %

Expiry profile of leases, % of sqm expiring
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2012
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2017

2018 -…/or no 
end date

 Estonia
 Latvia  
 Lithuania 
 

  Favor AS 8.3
  Bauhof Group AS 5.8
  Latvian Tax Board 4.9
  R-Kiosk Estonia AS 5.3
  GoSpa OÜ 4.5
  Makita OÜ 4.0
  Symantec Estonia OÜ 3.5
  Selver AS (Kerese Keskus) 3.0
  Selver AS ( Jewe Keskus) 2.5
  Others 58.3

that the operators have reported further growth in the first half of 
2012 (Portus +14% and Go Spa +9%), the excepted turnover-linked rent 
for 2012 would be even larger. Investments have been made in the 
ground floor lobby in Portus and also in the restaurant area and pool/
sauna area in GoSpa which was refreshed in the spring of 2012 as a 
joint investment between the landlord and the operator.

The Tammsaare office property in Tallinn has been fully let since 
December 2011, but in Kerese (Narva) and Papiniidu (Pärnu) office 
parts, the vacancy has remained as it was, indicating that the office 
market is still challenging in secondary cities. In Papiniidu, a tempo-
rary discount was agreed for anchor tenant Bauhof (largest DIY 
retailer in Estonia) after long negotiations, but in return, a near-term 
breakability clause was removed. A long relationship with this strong 
anchor tenant outweighs the short-term reduction in rental revenues 
and will help retain a higher value of the property.

In the Jõhvi retail properties, occupancy and rent levels are stable, 
but also no upward trend has been noticed.

Substantially lower vacancies in Latvia

In a relatively short period of time, the vacancy level in both Duntes 
and Zemitana has been reduced significantly. Strong new tenants 
GlaxoSmithKline and Auto Group Möller (VW dealer) are among the 
largest new tenants in Duntes, where occupancy has increased to 
85%. In Zemitana, the turnover of tenants is higher, as this is a small 
office property. Last year, the inflow was significantly higher than the 
outflow. Furthermore, some previous archive premises, which have 
been empty for almost three years, have been rented to a new sports 
club that started operations in March 2012.

The average asking rent for new tenants has been increased in both 
properties and the rental revenues are increasing. The rental con-
tracts also include a pre-agreed step up in rents over the coming three 
years.

In Jeruzalemes, where the State Revenue Service occupies 90% of 
the area, a step-up rent for 2012 to 2014 was finally agreed that 
brought this property’s cash flow to a neutral level. Also on the posi-
tive side, the other larger tenant, VC4, has prolonged its agreement 
for one year on the same terms.

Some worrying tendencies in Lithuania

The Lithuanian part of the portfolio remained stable throughout 
2011/2012 and the renewals of short-term agreements in the Klaipeda 
properties, Laracija and Deco, have also been executed at 5 to 10% 
higher rent. 

The Jin office property is fully let and the rent level can be 
increased in case of renewals. 

At the beginning of July 2012, a property management agreement 
with Newsec was concluded for all Lithuanian properties, in order to 
increase cost efficiency. Newsec is well known and reliable player on 
the Lithuanian property management market. 

Despite the previous year’s quite positive developments, Laracija 
has quite a challenging period ahead, as anchor tenant, Klaipeda Busi-
ness School (30% of the area), has ended its agreement and moved to 
its own premises in the old town of Klaipeda. On top of that, SEB 
closed its branch in late spring. All in all the peak vacancy will be 40%, 
and is estimated to decrease to 20% during next year. In cooperation 
with Newsec, there is a development plan to fill the previous business 
school premises with smaller commercial tenants.
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Financials

As of 30 June 2012, the total rental income amounted to EUR 9.2m, 
which is slightly higher than last year (EUR 9m). The net result for the 
year was EUR -0.05m, compared to a EUR 2.8m profit in the previous 
year. EUR 2.2m of the result is attributable to operating activities, 
while EUR -0.1m corresponds to unrealised fair value changes in inter-
est swaps. This year, the result was negatively affected by unrealised 
property value changes in the portfolio of EUR -2.7m (2% of the port-
folio value). The property valuations are based on year end revalua-
tion made by independent appraisal company.

The NAV increased from EUR 314.18 to EUR 319.11 during the finan-
cial year, representing a 1.57 % increase. The shares are also traded 
over-the-counter on the secondary market at Pareto Öhman Fond-
kommission in Sweden.

Financial activities

Management focus remains on the fund’s positive cash flow through 
active property management and by working with the fund’s lending 
banks to restructure and/or refinance some of the loans. Several inter-
est rate swaps have matured and approximately 90% of the loan port-
folio is at a floating rate, enabling the fund to take full advantage of the 
current low interest rate environment.

During the year, the management reached agreements to extend 
previously granted waivers from breaches in the covenant terms for 
nine properties in total and also extended loan grace periods for three 
properties. An agreement with one of the lending banks regarding 
seven properties was extended until 30 June 2014, and it also included 
extended loan maturities for three properties until the same date. For 
two of the Latvian properties in the portfolio with another lending 
bank, the parties agreed on a waiver from breaches in the covenant 
terms and a loan grace period until October 2012 and January 2013 
respectively. The positive outcome of the negotiations with these two 
banks regarding loan restructuring for the nine properties, together 
with the substantial decline in short-term interest rates, has been cru-
cial for our portfolio’s cash flow. In addition to the nine properties 
mentioned above, the loans for three more properties in Estonia were 
successfully refinanced; two of the loans with the same bank and one 
of the loans with another bank. The board of the fund has been and 
will be involved in this important matter.

VAT issue

As communicated in January 2010 and in subsequent reporting to 
shareholders, the Swedish Tax Agency has challenged the VAT-eligibil-
ity of the business, which would affect the amount of refunded VAT 
the company is entitled to. The fund, as well as East Capital and the 
tax advisor PwC, believe the Tax Authority’s position is incorrect and 
have appealed the decision to defend their view. The company, after 
having discussed the matter with the auditor, has decided not to make 
a provision for the claim from the Tax Agency of approx. EUR 1.4m. 

The matter is now being handled at the Administrative Court in 
Stockholm (Swedish: Förvaltningsrätten i Stockholm), where the case 
was submitted in February 2010. A ruling from the court is yet to 
come.

Net Asset Value and dividend per share, EUR 
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Property description Location Type Year of 
construction

Leasable area, m2 Total 
 leasable 
area, m2

Net 
 operating 
income, 
R12 
(´000s 
EUR)

Degree 
of 
vacancy 

Office Commercial Industrial 
Logistics

Estonia

Jewe Centre Johvi Retail 2006 238 10,288 1,236 11,762 762 3%

Tsentraal Centre Johvi Retail 1997/2004 2,338 6,435 0 8,773 628 12%

Favor Industrial Facility Maardu Industry 2007 0 0 8,493 8,493 679 0%

Kerese Keskus Commercial Center Narva Retail 2007 2,429 2,841 0 5,270 471 5%

Papiniidu Commercial Center Parnu Retail 2008 2,106 15,216 0 17,322 549 7%

Go Spa Saaremaa Wellness 2004 0 6,610 0 6,610 471 0%

City Hotel Portus Tallinn Hotel 1997/2004 0 4,225 0 4,225 286 0%

Nurmenukku Shopping Centre Tallinn Retail 1976/1982 0 3,482 0 3,482 315 0%

Tänassilma Logistics Tallinn Logistic 2005/2007 2,330 0 11,018 13,348 652 0%

Tammsaare Business Park Tallinn Office 2008 8,971 0 0 8,971 877 0%

Latvia

Zemitana Centrs Riga Office 1964/2002 3,572 0 1,058 4,630 29 16%

Jeruzalemes Centrs Riga Office 2001 7,494 0 0 7,494 173 1%

Duntes Nami Riga Office 2008 6,094 1,241 0 7,334 715 15%

Lithuania

Deco Furniture and Interior Centre Klaipeda Retail 2005 0 4,368 0 4,368 124 5%

Laracija Office Klaipeda Office 2006 5,033 1,963 320 7,316 194 18%

Jin Centre Vilnius Office 2008/2009 3,062 543 0 3,605 316 2%

Total 43,667 57,212 22,125 123,003 7,243 5%

The property portfolio  
 

30 June 2012
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Jõhvi Retail Centres 
 
Jõhvi is one of the largest cities in Estonia and is situated only 50 km 
from the Russian border. The retail catchment area has more than 
100,000 inhabitants within a 29 kilometre radius of the city. The 
property portfolio consists of two shopping centres with a unique 
location, situated in the city centre: Jewe Centre and Tsentraal Centre. 
The acquisition, which was completed at the end of April 2007, 
strengthens the fund’s position in Eastern Estonia and the fund will 
have a substantial market share of retail centres in the region. 
 
Jewe Centre 
Jewe Centre is a property housing the food retailer Selver as an anchor 
tenant. The shopping centre offers a wide range of goods and services. 
The construction of the two-storey building with an underground 
parking area was completed in 2006, and it is located near the town’s 
central square, with good visibility and good access to public and 
private transportation. 

Location: Jõhvi, Estonia
Leasable area of building: 11,762 sqm
Anchor tenant: Selver
Acquisition date: April 2007

 
Tsentraal Centre 
The centrally located shopping mall, the Tsentraal Centre, consists of 
two blocked buildings constructed in 2002 and 2004, and enjoys a 
highly-visible location on the central square of Johvi. The facility has 
three floors and a net area of ca 9,100 sqm. Also, the parking capacity 
is excellent, with the 4,100 sqm underground car park and an outdoor 
parking area, adjacent to one of the buildings. Worthy of mention 
among the numerous tenants are RIMI, food retailer belonging to ICA 
group and the sport goods wholesaler Sportland.

Location: Jõhvi, Estonia
Leasable area of building: 8,773 sqm
Anchor tenant: Rimi Eesti
Acquisition date: April 2007

Favor Industrial Facility 
 
Favor is an Estonian metalworking company established in 1990 and 
is today the largest enterprise in the region specialising in thin sheet 
metalworking. The industrial facility is situated in Maardu, located 15 
km from Tallinn. Maardu is a dynamic town, which in the future will 
develop into a logistic and transit centre between different countries, 
connecting the EU and Russia. Its perfect geographic location makes 
Maardu the convergence point of transport routes in the Baltic 
region.

Location: Maardu, Estonia
Leasable area of building: 8,493 sqm
Anchor tenant: Favor
Acquisition date: June 2007

Kerese Keskus Commercial Centre 
 
In May 2006, the fund signed a preliminary agreement to acquire 
retail and office building to be constructed and completed at the 
beginning of 2007. The construction of the building was actually 
completed a little later, but in April 2007 the fund took over 
ownership. The Kerese Keskus is the first modern office building of its 
kind in the heart of Narva, a city of 70,000 people in the Eastern part 
of Estonia, just two kilometres from the Russian border. Today, Narva 
is important as the Eastern-most city of the EU and for customs 
between EU and Russia. The building houses 2,430 sqm of 
commercial space and 2,840 sqm of office space and has around  
80 parking spaces. Tenants include the Estonian Unemployment 
Insurance Fund, (R-Kiosk no longer a tenant) and food retailer Selver.

Location: Narva, Estonia
Leasable area of building: 5,270 sqm
Anchor tenant: Selver
Acquisition date: April 2007

Papiniidu Commercial Centre 
 
The Papiniidu Commercial Centre consists of two separate buildings. 
The first one-storey retail building is completed and fully-functioning 
with the construction material retailer Bauhof as anchor tenant. The 
second building, opened at the end of October 2007, houses furniture 
retailers on the ground floor and the remaining three floors is office 
space. The centre is located in the most attractive business area in 
Pärnu, next to the city’s largest business centre and numerous other 
separate office buildings. 

Location: Pärnu, Estonia
Leasable area of building: 17,322 sqm
Anchor tenant: Bauhof
Acquisition date: August 2007

Go Spa 
 
In April 2006, the acquisition of Go Spa was completed. Go Spa is 
perfectly situated, in the city of Kuressaare on the island Saaremaa, 
and is one of the most modern spa hotels in Estonia. The five-storey 
spa hotel opened for guests in May 2004 and has 91 rooms. The 
facility is let to the operator Gospa OÜ, a company with a good track 
record of operating spa businesses.

Location: Kuressaare, Saaremaa Island, Estonia.
Leasable area of building: 6,610 sqm
Anchor tenant: Gospa OÜ
Acquisition date: April 2006
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City Hotel Portus 
 
The City Hotel Portus is a three-star hotel in the centre of Tallinn, 
located in the harbour area next to Tallinn’s D-terminal, which 
annually serves 2.5 million passengers. It was fully converted into a 
hotel in 2004, and with its 107 rooms and several conference rooms, 
City Hotel Portus can accommodate more than 240 guests.

Location: Tallinn, Estonia
Leasable area of building: 4,225 sqm
Anchor tenant: Aldera Hotell
Acquisition date: June 2007

Nurmenukku Shopping Centre 
 
The Nurmenukku Shopping Centre is situated in the district of 
Haabersti, a suburban area southwest of Tallinn. The shopping centre 
was the first property acquired by the fund and the transaction was 
settled in October 2005. Approximately 40,000 people live in the 
Haabersti district, and the area is covered by residential buildings 
mainly built in the 1970s. The Nurmenukku Shopping Centre is a one-
storey facility with ongoing development plans.

Location: Tallinn, Estonia
Leasable area of building: 3,482  sqm
Anchor tenant: Rimi Eesti
Acquisition date: October 2005

Tänassilma Logistics 
 
The Tänassilma Logistics portfolio consists of three modern 
warehouse buildings, situated on Pärnu Road near the Tallinn city 
boundary, in the Saku municipality. The highly technical facilities are 
fully let and the total leasable space exceeds 13,000 sqm. The space is 
shared between two tenants, with the company R-Kiosk Estonia 
Rautakirja as an anchor tenant. The other tenant is Makita, a Japanese 
power tool manufacturer.

Location: Tallinn, Estonia
Leasable area of building: 13,348  sqm
Anchor tenant: R-Kiosk Estonia
Acquisition date: July 2006

Tammsaare Business Park 
 
The modern Tammsaare Business Park is located in a developing area 
of Tallinn centred on Tammsaare Street. The district is a commercial 
centre in suburban Tallinn, approximately seven kilometres outside 
the centre, and consists mainly of the Mustika shopping centre and 
several office buildings. Tammsaare Business Park was acquired in 
April 2007 and was completed in 2008. Symantec is the anchor tenant 
and takes up ca 2,000 sqm of the leasable area of the building.

Location: Tallinn, Estonia
Leasable area of building: 8,971 sqm
Anchor tenant: Symantec
Acquisition date: April 2007

Zemitana Centrs 
 
The acquisition of Zemitana Centrs was negotiated during the 
financial year 2005/2006, but the transaction was not closed until 
July 2006. The Zemitana Centrs is a completely renovated 4,646 sqm 
C-class office building located just on the edge of the historical city 
centre of Riga. The serviced office property has many tenants and 
rental contracts are on average three years.

Location: Riga, Latvia
Leasable area of building: 4,630 sqm
Anchor tenant: Aston Baltic
Acquisition date: July 2006

Jeruzalemes Centrs 
 
The fund’s second investment in Latvia was settled at the end of April 
2007. The Jeruzalemes Office Centre is a nine-storey administrative 
building situated in Riga city centre, where most of the office 
buildings are still concentrated. The appearance of the city centre is 
mostly 19th century architecture, but the real estate market in Riga is 
undergoing intensive development and new objects are appearing on 
the market, mostly in areas outside the city centre. Open interior 
architecture and a garage distinguish Jeruzalemes from similar objects 
in the area. 
 
Location: Riga, Latvia
Leasable area of building: 7,494 sqm
Anchor tenant: Latvian State Revenue Service
Acquisition date: April 2007



12 East Capital Baltic Property Fund

Duntes Nami 
 
The building is located on the corner of the Duntes and Skanstes 
streets, which is one of the most rapidly developing areas of the city. 
The property meets the international standards of A-class business 
premises, due to its location and construction, and exhibits such extras 
as high-speed elevators, air moisturisers, multilevel security, thick 
window blocks for sound absorbing, adequate parking, and so on.

Location: Riga, Latvia
Leasable area of building: 7,334 sqm
Anchor tenant: Krassky
Acquisition date: August 2007

DECO Furniture and Interior Centres 
 
In early November 2006, the fund purchased DECO Furniture and 
Interior Centre, a newly-built retail building located in Klaipeda, 
Lithuania. The DECO Centre is located in the central part of the city, 
just next to the well-known shopping mall Akropolis and new City 
Arena Klaipeda, which create a lot of consumer traffic in the area. 
Klaipeda, situated on the coast in the western part of the country, is 
the third largest city in Lithuania, with ca 193,000, inhabitants and  
is considered to be the most rapidly developing city in Lithuania.  
The DECO Centre is a two-storey facility with a good tenant mix. The 
number of manufacturers and wholesalers under one roof make 
DECO an attractive furniture and interior centre in Klaipeda.

Location: Klaipeda, Lithuania
Leasable area of building: 4,368 sqm
Anchor tenant: Dubingiai
Acquisition date: November 2006

Laracija Office 
 
In early June 2007, the fund announced its second investment in 
Lithuania, with the acquisition of an office building in Klaipeda. 
Laracija Office is a 7,300 sqm net area building, centrally located just 
outside the city centre. The property neighbours both residential and 
commercial areas, and the rapid construction development in the 
vicinity is very noticeable. The construction of the BAA-class building 
was completed at the end of 2004 and the property has six floors.

Location: Klaipeda, Lithuania
Leasable area of building: 7,316 sqm
Anchor tenant: Klaipeda Business School
Acquisition date: June 2007

Jin Centre 
 
The Jin Centre is a high-tech building with underground parking. The 
building was completed in January 2008 and is located in a growing 
commercial-residential district of Vilnius, ca 1.5 km from the main 
Konstitucijos avenue, neighbouring offices, sport clubs, restaurants 
and the food-retailer Rimi. The ground level of the tower contains 
retail space and the remaining floors consist of office space.

Location: Vilnius, Lithuania
Leasable area of building: 3,605 sqm
Anchor tenant: Nordea
Acquisition date: August 2007 
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East Capital Baltic Property Fund Aktiebolag
Corporate Identity Number 556674-0915

Financial year 1 July 2011 - 30 June 2012

The Board of Directors and the Managing Director hereby 

presents the Annual Report



Information regarding the operations

Financial information

Significant events during the financial year

Significant events after the end of the financial year

The Group reports a loss amounting to EUR 0.05m for the financial year, compared to a EUR 2.8m profit in the previous year. EUR -2.2m of 
the result is attributable to administrative expenses, while EUR -0.1m refer to unrealised fair value changes in interest swaps, compared to 
EUR 0,7m last year. In this year, the result was negatively affected by unrealised fair value changes of the investment properties in the 
portfolio of EUR -2.7m. In the previous year, the effect of the unrealised fair value changes relating to the properties were immaterial. The 
Group operations, contribute with a positive result of EUR 3.4m compared to EUR 5.3m in the previous year, including management fees of 
EUR 1.4m in both 2011/2012 and 2010/2011. By the end of the financial year, the Group had EUR 5.7m in cash.  

Management focus during the last two years has been to achieve maximum possible economic occupancy. As a result of these efforts, the key 
development during 2011/2012 was a quite significant decrease in vacancies. The portfolio average vacancy dropped from 10% to 4%. The 
largest part of that change was in Latvia, where Duntes and Zemitana vacancies (40% last year) have reached quite normal levels of 12% to 
14%. 

The Company’s operations are based in Stockholm and the Baltic states, and comprise the acquisition and management of properties in the 
Baltic region. The majority of property management activities are outsourced to East Capital Real Estate AS (formerly AVEC Varavalitsemise 
AS, also formerly called AVEC Asset Management). This company is a wholly-owned subsidiary of East Capital Holding AB, Corporate 
Identity No. 556584-9899, a Swedish asset manager focused on the East European markets and China. 

East Capital Real Estate AS owns 66.63% of the share capital via ordinary shares with strong voting rights, representing 95.23% of the total 
number of votes in the Company. The Company is not included in the East Capital Holding Group due to the fact that East Capital Real 
Estate AS has no power to influence how the subsidiary’s distributable earnings are appropriated, see note 26. Other shareholders have 
preferential series A shares. The largest owner of preferential shares is East Capital Baltic Property Investors AB (publ), which holds 72.78% 
of the total number of preferential shares. 

The Company has no employees and did not pay any salaries during the financial year, nor has any remuneration been paid to the Board of 
Directors.

In November 2011 the Board of Directors, supported by the shareholders, decided to extend the Company's lifetime by one year until 7 July 
2013, according to the shareholders' agreement. 

As communicated already in January 2010 and subsequent reporting to shareholders, the Swedish Tax Agency has challenged the VAT-
eligibility of the business, which would affect the amount of refunded VAT the company is entitled to. The Company, as well as East Capital 
and the tax advisor PwC, believe the Tax Authority’s position is incorrect and have appealed the decision to defend its view. The Company, 
after having discussed the matter with the auditor, has decided not to make a provision for the claim from the Tax Agency of approx. EUR 
1.4m.

The matter is now being handled at the Administrative Court in Stockholm (Sw. Förvaltningsrätten i Stockholm), to where the case was 
submitted already in March 2011.

The Board of Directors of East Capital Baltic Property Fund AB (“the Company”), Corporate Identity Number 556674-0915, domiciled in 
Stockholm with the address PO Box 1364, 111 93 Stockholm, hereby presents the Annual report for the financial year 1 July 2011- 30 June 
2012.

This is the Company's seventh financial year.  

The Company's reporting currency is Euro (EUR). 

In addition to the increase in occupancy, the properties’ rental revenues started to increase as well, especially from the hotel properties 
where the rent is partly turnover related. 

After the balance date 30 June 2012 the expiring loans in Papiniidu and Metal properties were re-negotiated. The existing lender extended 
the loan term one year (or one plus one year if the Company’s lifetime is prolonged a second year). The loans were prolonged at market 
terms.

According to the shareholders’ agreement entered into by shareholders in the Company, the lifetime of the Company is seven years, with the 
possibility of two extensions of one year each, after which the Company shall be liquidated.

Administration Report
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Future development, risks and factors of uncertainty

Proposed appropriation of profits

Considering the market situation and independent advisors' suggestion, the Board of Directors will probably decide to once again extend the 
Company's lifetime for one more year.

The Company will continue to focus on the positive cash flow through active property management and by working with the Company’s 
lending banks to restructure and/or refinance some of the loans. Several interest rate swaps have matured and approximately 90 percent of 
the loan portfolio is floating rate, enabling the Company to take full advantage of the current low interest rate environment.

Net loss for the year

To be carried forward

Among the three countries, Estonia is leading in terms of investor interest, transaction volume and supply. The Baltic investment market is 
expected to continue to be active in 2012 with the main targets being retail and office properties with strong cash flow and core locations. 

During the financial year, the Company reached agreements to extend previously granted waivers from breaches in the covenant terms for 
nine properties in total and also an extended loan grace period for three of these properties. With one of the lending banks, an agreement 
regarding seven properties was extended until 30 June 2014 and also included extended loan maturities for three of these properties until 30 
June 2014. For two of the Latvian properties in the portfolio, the Company has agreed with another lending bank on a waiver from breaches 
in the covenant terms and a loan grace period until October 2012 and January 2013 respectively. 

Given that the portfolio has its largest exposure in the Estonian market, the devaluation risk of the portfolio has reduced significantly 
following Estonia’s formal acceptance in the Euro zone. At the same time, devaluation risks remain in both Latvia and Lithuania, although 
they are significantly lower compared to the previous year, as the governments of both countries have undertaken a number of measures to 
improve the fiscal situation in their countries and the global economic environment has improved. 

The positive outcome of the negotiations with these two banks regarding loan restructuring for these nine properties, together with the 
substantial decline in short term interest rates, have been important for the Company’s cash flow. In addition to the nine properties 
mentioned above, the loans for three more properties in Estonia were successfully refinanced, two of the loans with the same bank and one 
of the loans with another bank. The Board of the Company has been and will be involved in this important matter.

The Company's long-term view on the Baltic real estate market remains positive. Our forecast is that the investment activity and price 
growth in the Baltic property market will improve. The Company's focus going forward is to continue to improve the tenant quality and 
rental rates across our portfolio as well as to minimise operational costs which is the only sustainable strategy to maximise property values. 

There are no significant environmental risks regarding the properties as there are no high environmental risk (chemical, or other 
environmentally sensitive production and/or handling) tenants in the portfolio.

For information regarding the Company's results of operations and financial position, refer to the following Income Statement and balance 
sheet, with accompanying notes.

Share premium
Retained earnings

The Board recommends that the earnings will be distributed as follows:

49,915,090
-23,975,841

-743,279
25,195,970

25,195,970

The following profits are at the disposal of the Annual General Meeting (amount in EUR):
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Note 1 Jul 2011 -             
      30 Jun 

2012

1 Jul 2010  -   
30 Jun 2011

Revenues 2 9,256 9,028

Direct expenses 3 -1,843 -1,855

Gross profit 7,413 7,173

Administrative expenses 4,5,26 -2,170 -2,002

Unrealised changes in value of investment properties 11 -2,731 16

Other income 865 157

Operating profit/loss 3,377 5,343

Other interest income and similar profit/loss items 6 10 16

Other interest expenses and similar profit/loss items 7 -3,519 -2,225

Profit/loss before tax -132 3,134

Income tax 8 85 -291

Profit/loss for the year/Total Comprehensive income for the year -47 2,844

Earnings per share – Ordinary Shares

- basic and diluted (EUR) 9 0.00 0.00

Earnings per share – Preferential Shares series A

- basic and diluted (EUR) 9 -8.60 516.09

Profit/loss for the year/Total comprehensive income is attributable to the company shareholders

The Notes on pages 11 to 27 are an integral part of these consolidated financial statements.

EUR thousands

Statement of comprehensive 
income
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Note 30 Jun 2012 30 Jun 2011

ASSETS

Non-current assets

Equipment 10 27 42

Investment properties 11 120,277 122,286

Other non-current receivables 12 199 114

Total non-current assets 120,503 122,442

Current receivables

Accounts receivables - trade 625 836

Other receivables 14 33 67

Accrued income and prepaid expenses 97 86

Cash and cash equivalents 5,671 5,871

Total current receivables 6,426 6,860

Total Assets 126,929 129,302

EQUITY AND LIABILITIES

Shareholder's equity

Share capital 16 17 17

Other paid-in capital 49,915 49,915

Retained earnings including profit/loss for the year -26,391 -26,344

Total equity 23,541 23,588

LIABILITIES

Non-current liabilities

Interest-bearing liabilities 18 59,331 61,877

Derivatives 19 1,126 1,257

Other liabilities 435 117

Deferred tax liabilities 15 1,164 1,263

Total non-current liabilities 62,056 64,515

Current liabilities

Interest-bearing liabilities 18 38,762 38,492

Accounts payable - trade 932 1 897

Derivatives 19 385 131

Other liabilities 741 288

Current tax liabilities 167 178

Accrued expenses and deferred income 20 345 213

Total current liabilities 41,332 41,199

Total liabilities 103,388 105,714

Total liabilities and equity 126,929 129,302

The Notes on pages 11 to 27 are an integral part of these consolidated financial statements.

EUR thousands

Statement of financial position
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Note 1 Jul 2011 -             
      30 Jun 

2012

1 Jul 2010  -   
30 Jun 2011

Operating activities

Operating profit/loss before financial items 3,377 5,343

Depreciation and disposals 10 15 36

Other non-cash items:

-Revaluation of investment properties 11 2,731 -16

Interest received 10 16

Interest paid -3,375 -2,991

Income tax paid -25 -691

2,733 1,697

Cash flows from changes in working capital

66 300

23 2

-965 1,313

585 -715

2,442 2,597

Cash flows from investing activities

Investments in fixed assets - -14

Investments in investment properties -722 -68

Increase (-) / decrease (+) in other non-current receivables 60 -193

Cash flows from investing activities -662 -275

Cash flows from financing activities

Repayments of borrowings 18 -2,278 -3,267

Increase (-) / decrease (+) in other non-current liabilities 318 262

Cash flows from financing activities -1,960 -3,005

Cash flow for the year -180 -683

Cash and cash equivalents at the beginning of the year 5,871 6,554

Exchange rate differences in cash and cash equivalents -20 -

Cash and cash equivalents at the end of the year 5,671 5,871

The Notes on pages 11 to 27 are an integral part of these consolidated financial statements.

Cash and cash equivalents in the Cash Flow Statement correspond with ‘Cash and cash equivalents’ in the Consolidated Statement of 
Financial position, and comprise of bank balances.

Cash flows from operating activities

Increase (-) / decrease (+) in accounts receivables - trade

Increase (-) / decrease (+) in other current receivables

Increase (+) / decrease (-) in accounts payable - trade

Cash flows from operating activities before changes in working capital

Increase (+) / decrease (-) in other current liabilities

EUR thousands

Consolidated cash flow        
statement
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Share 
capital

Paid in 
capital

Retained 
earnings, 

including total 
comprehensive 

 income

Total equity

49,915 -29,188 20,744

Total comprehensive income - 2,844 2,844

49,915 -26,344 23,588

49,915 -26,344 23,588

Total comprehensive income - -47 -47

49,915 -26,391 23,541

Reconciliation to Net Asset Value

Consolidated Equity above 23,541

Revaluation of property values to loan value 10,172

Interest rate swap not in NAV balance 1,512

Other year-end adjustments -12

Net Asset Value 30 June 2012 35,213

The Notes on pages 11 to 27 are an integral part of these consolidated financial statements.

Opening equity, 1 July 2010

Opening equity, 1 July 2011 17

EUR thousands

Closing equity, 30 June 2011

-

17

17

-

17Closing equity, 30 June 2012

In the Statement of Financial position in this annual report, all properties are valued according to market valuations, also in cases when the 
outstanding loan relating to a property is higher than the property value. However, as the loans are provided to the individual holding 
companies owning the properties, with no further recourse from other companies within the group, the holding companies could not be 
liable for a higher amount than the loan value. Therefore, in the Net Asset Value, no property is valued at a lower value than the 
corresponding loan value. The upward valuation relating to the investment properties included in Net Asset Value was EUR 10.2m as at 30 
June 2012 compared to EUR 9.6m as at 30 June 2011. As from 30 June 2012, outstanding interest swaps are valued at fair value in the legal 
annual accounts, while reported net in Net Asset Value at the same time as the interest expense is reported based on that the derivatives will 
be held until maturity. The negative value of future interest swap payments included in the Statement of Financial Position in the annual 
report as at 30 June 2012 is EUR 1.5 m (EUR 1.4 m).

Consolidated statement of    
changes in equity
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Note 1 Jul 2011 -             
      30 Jun 

2012

1 Jul 2010  -   
30 Jun 2011

Revenues 2 290 266

Gross profit 290 266

Administrative expenses 4,5 -1,425 -1,463

Operating profit/loss -1,135 -1,196

Write-down/reverse write-down of shares in subsidiaries 13 -608 946

Interest income from group companies 26 1,008 1,009

Other interest income and similar profit/loss items 6 - 1

Other interest expense and similar profit/loss items 7 -13 -10

Profit/loss before income tax -748 751

Year-end appropriations 17 -36 -120

Income tax 8 41 -3

Profit/loss for the year -743 628

1 Jul 2011 -             
      30 Jun 

2012

1 Jul 2010  -   
30 Jun 2011

Net profit/loss for the year -743 628

Other comprehensive income - -

Total Comprehensive income for the year -743 628

The Notes on pages 11 to 27 are an integral part of these consolidated financial statements.

EUR thousands

EUR thousands

Income statement -
Parent Company

Statement of comprehensive   
income - Parent Company
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Note 30 Jun 2012 30 Jun 2011

ASSETS

Non-current assets

Shares in subsidiaries 13 2,384 2,182

Receivables from Group companies 14 18,948 20,463

Total non-current assets 21,332 22,645

Current assets

Receivables from Group companies 14 6,123 5,829

Accrued income and prepaid expenses - 1

Cash and cash equivalents 148 40

Total current assets 6,271 5,870

Total assets 27,603 28,514

EQUITY AND LIABILITIES

Shareholder's equity

Restricted equity

Share capital, 16,510 shares 16 17 17

Total restricted equity 17 17

Non-restricted equity

Shareholders' contribution 49,915 49,915

Retained earnings -23,976 -24,801

Profit/loss for the year -743 628

Total equity 25,213 25,759

Untaxed reserves 17 957 921

LIABILITIES  

Current liabilities

Liabilities to Group companies 53 70

Accounts payable - trade 1,321 1,658

Other liabilities - 23

Tax liabilities 27 53

Accrued expenses and deferred income 32 32

Total current liabilities 1,433 1,835

Total liabilities and equity 27,603 28,514

Pledged assets 22 None None

Contingent liabilities 23 None None

The Notes on pages 11 to 27 are an integral part of these consolidated financial statements.

EUR thousands

Balance sheet -
Parent Company
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Note 1 Jul 2011 -             
      30 Jun 

2012

1 Jul 2010  -   
30 Jun 2011

Operating activities

Operating profit/loss for the year -1,135 -1,196

Interest received 898 1,010

Interest paid - -8

Paid income tax -39 -703

-276 -897

Cash flows from changes in working capital

25 6

-337 1,314

-40 -1,120

-628 -697

Cash flows from financing activities

Paid (-) received (+) group contribution 14 - 653

Paid (-) received (+) loans 748 -

Cash flows from financing activities 748 653

Cash flow for the year 120 -44

Cash and cash equivalents at the beginning of the year 40 84

Exchange rate differences in cash and cash equivalents -13 -

Cash and cash equivalents at the end of the year 148 40

Retained 
earnings, 

including net 
loss for the 

year

17 -25,282 24,650

Total comprehensive income - - 628 628

- - 481 481

17 -24,173 25,759

17 -24,173 25,759

Total comprehensive income - - -743 -743

- - 197 197

17 -24,719 25,213

The Notes on pages 11 to 27 are an integral part of these consolidated financial statements.

Group contribution, net tax

Cash and cash equivalents in the Cash Flow Statement correspond with ‘Cash and cash equivalents’ in the Balance Sheet and comprise of 
bank balances.

Restricted 
equity

Opening equity, 1 July 2011

Increase (-) / decrease (+) in other current receivables

Increase (+) / decrease (-) in other current liabilities

Increase (+) / decrease (-) in accounts payable - trade

Cash flow from operating activities before changes in working capital

Cash flows from operating activities

Group contribution, net tax

EUR thousands

Opening equity, 1 July 2010

EUR thousands

Share capital

Non-restricted equity

Shareholders` 
contribution Total equity

49,915

49,915

49,915

49,915

Closing equity, 30 June 2011

Closing equity, 30 June 2012

Cash flow statement-
Parent Company

Change in equity-
Parent Company
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Note 1 Accounting principles

Compliance with standards and legislation

Measurement basis for preparing the Parent Company and Group's financial reports. 

Functional currency and presentation currency

Estimates and assumptions in the financial statements

New IFRS interpretation, which will be applied further on

Classification

The Parent Company's functional currency is euro (EUR), which is also the presentation currency for the Parent Company and the Group. 
Thus, all financial statement are presented in EUR. All amounts, unless stated otherwise, are rounded off to the nearest thousand. Note that 
certain figures may not total exactly due to rounding off.

Assessments made by management in applying IFRS having a significant impact on the financial statements and assessments made that may 
result in material adjustments in the subsequent year’s financial statements are described in more detail in the paragraph ”Critical  
accounting assumptions and estimations ”. 

Estimations and assumptions are regularly taken under review. Changes in estimations are reported in the period in which the change is 
made if the change effects only this period, or in the period in which the change is made and in subsequent periods if the change affects both 
the period in question and future periods. 

Assets and liabilities are reported at historic acquisition cost, except for certain financial assets, liabilities and investment properties, which 
are measured at fair value.

Noncurrent assets and noncurrent liabilities consist predominantly of amounts expected to be used or paid more than 12 month after the 
statement of financial position date. Current assets and current liabilities consist predominantly of amounts expected to be utilised or paid 
within 12 month of the date of the statement of financial position. 

In accordance with IFRS 5, "non current assets held for sale", all non current assets are tested at each Statement of Financial position date 
for indications that the  benefit of that asset is obtained through the asset's sale rather than through its continuous use in the business.  Such 
assets will be presented separately in the Statement of Financial position as "assets for sale". 

The annual report and the consolidated financial statements were approved for issue by the Board on 7 November 2012. The Statement of 
Comprehensive Income and statement of financial position of the Group and Parent Company Income Statement and Parent Company 
Balance Sheet will be submitted to the shareholders' meeting for adoption on 12 December 2012. 

The Parent Company applies the same accounting principles as the Group, except in the instances presented below in the section “Parent 
Company's accounting principles.” Discrepancies arising between the Company's and the Group's principles are due to restrictions on the 
application of IFRS in the Company as a consequence of the Swedish Annual Accounts Act and the Income Tax Act.

The Swedish government has put a proposal to change the corporate tax rate from 26.3 to 22 percent from 1 January, 2013. A change of tax 
rate will affect the results and financial position of the Group positivley as per 30 June 2013. If the tax rate had been implemented at 30 
June, 2012 the effect on results and equity would have been -0,01 and 0,04 mEUR. A final calculation of the impact of a new tax rate will be 
completed once the tax rate change has been confirmed. 

Preparation of the financial reports in accordance with IFRS requires management to make estimates and assumptions affecting application 
of the accounting principles and the reported amounts of assets, liabilities, revenue and expenses. Actual outcome may differ from these 
estimates and assumptions, and the latter is reviewed regularly. The estimations and assumptions are based on historical experience and on 
a number of other factors which seem to be reasonable under the prevailing conditions. The results of these estimations and assumptions are 
subsequently used to assess the reported values of assets and liabilities which would not otherwise be clearly apparent from other sources. 

A number of new standards, amendments to standards and interpretations are effective after the publication of these financial statements, 
and have not been applied in preparing these consolidated accounts. These are not judged to have any material effect on the consolidated 
accounts. 

IFRS 9, Financial Instruments, is intended to replace IAS 39, Financial Instruments: Recognition and Measurement by 2015 onwards at the 
latest. The IASB has published the first of at least three parts which together will constitute IFRS 9. This first part deals with the 
classification and measurement of financial assets. 

These consolidated accounts have been prepared in accordance with the International Financial Reporting Standards (IFRS) issued by the 
International Accounting Standards Board (IASB) with the interpretative statements from the International Financial Reporting 
Interpretations Committee (IFRIC), as approved by the Commission of the European Communities for application within the EU. 
Furthermore, the Swedish Financial Reporting board recommendation RFR 1 has been applied. 

Notes to the financial                    
statements
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Consolidated accounts

Subsidiaries

Transactions eliminated on consolidation

Foreign currencies

Transactions in foreign currencies 

Financial reports of foreign operations

Income

Rental income

Income from property sales

Financial income and expenses

Income from the sale of properties is generally recognised on the date of taking possession, provided the risks and benefits of ownership 
have not been transferred to the purchaser on a prior date. Control of the asset may have been transferred on a date prior to the date of 
taking possession and, if such is the case, income from the sale is recognised on this earlier date. In determining the date on which revenue is 
to be recognised, consideration is taken for agreements between the parties regarding risks and benefits, as well as for engagement in the 
day-to-day management of the property. In addition, circumstances which could affect the outcome of the transaction and which lie outside 
the control of the purchaser’s and/or the seller’s control are also considered. 

Financial income and expenses comprise interest income from bank balances, receivables, interest-bearing securities, interest expenses on 
borrowings, dividends, exchange rate differences, unrealised and realised gains on financial investments, and derivative instruments used 
within the financial operations. 

The financial statements of subsidiaries are consolidated from the date of the acquisition until the date when control ceases. 

The assets and liabilities of foreign entities, including goodwill and fair value adjustments arising on consolidation, are translated into EUR 
at the exchange rate ruling at the end of the reporting period. The revenues and expenses are translated at average exchange rate, which 
approximate the exchange rate for the respective transactions. Foreign exchange differences arising on translation are recognized in other 
comprehensive income and are accumulated in a separate component of equity as a translation reserve. On divestment of foreign entities, 
the accumulated exchange differences are recycled from equity to profit and loss. 

The consolidated cost is determined by an acquisition analysis at the time of the business combination. In such analysis, the cost of the 
business combination is established, as are the fair values of recognised identifiable assets, liabilities and contingent liabilities. The 
difference between the cost of the shares of the subsidiary and the fair value of the acquired assets, assumed liabilities and contingent 
liabilities constitute, if the difference is positive, consolidated goodwill. When the difference is negative, it is recognised directly in the 
Statement of Comprehensive Income. Transaction expenditure is expensed and the effects of restating liabilities related to conditional 
purchase prices are reported as a revenue or cost in Comprehensive Income. 

Interest income on receivables and interest expenses on liabilities are calculated applying the effective interest method. The effective interest 
is the amount of interest which makes the current value of all estimated future receipts and payments during the expected fixed-interest 
term equal to the reported value of the receivable or liability. The interest component of financial leasing is recognised in the Statement of 
Comprehensive Income via the application of the effective interest method. Interest income includes the allocated amount of transaction 
costs and any discounts, premiums and other differences between the original value of the receivable and the amount to be received on 
maturity.

Intra-Group balances and any unrealised income and expenses or gains and losses from intra-Group transactions, are eliminated in 
preparing the consolidated financial statements. 

Transactions in currencies other than EUR are translated into the functional currency using the exchange rate prevailing on the transaction 
date. The functional currency is the currency in the primary economic environment in which the companies operate. Monetary assets and 
liabilities denominated in foreign currencies are translated to the functional currency at the closing rate of exchange. Exchange rate 
differences arising on currency translations are recognised in the Statement of Comprehensive Income. Non-monetary assets and liabilities 
are recognised at historical acquisition cost translated at the exchange rate on the transaction date. The values of non-monetary assets and 
liabilities reported at fair value are translated into the functional currency at the exchange rate prevailing at the date of measurement, and 
changes in exchange rates are subsequently recognised in the same manner as other changes in value attributable to assets or liabilities.

Subsidiaries are companies under the controlling influence of East Capital Baltic Property Fund AB. Controlling influence means the direct 
or indirect right to govern the financial and operating policies of an entity so as to obtain financial benefit. In assessing whether controlling 
influence exists, potential shares which convey voting rights and which can be converted or utilised without delay shall be taken into 
consideration. Subsidiaries are accounted for using the purchase method. In accordance with this method, an acquisition is treated as a 
transaction in which the Group indirectly acquires the subsidiary's assets and assumes its liabilities and contingent liabilities. 

Interest expenses include the allocated amount of share issue expenses and similar direct transaction costs for loans raised.
The portion of interest expenses referring to interest accrued during the production time for large new construction, expansion and 
renovation projects is capitalised and, consequently, reduces financial costs. Interest is calculated on the basis of the average weighted 
borrowing costs for the Group.

All investment properties are leased under operating lease agreements. Rental income is accounted for in the period to which the income is 
related. Rental income is recognised in the Statement of Comprehensive Income on a straight-line basis, in accordance with the conditions of 
the lease agreements. Rents paid in advance are, consequently, recognised as ‘Prepaid rental income’. Discounts provided as compensation, 
for example gradual occupancy, are recognised in the period in which they are provided. Other discounts are allocated over the duration of 
the rental agreement. Income from premature settlement of a rental agreement is recognised as income in the period in which the 
compensation is received. 

Criteria for revenue recognition are applied to each transaction, individually.
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Financial instruments
Classification of financial assets and liabilities

All financial assets and liabilities are classified into the following categories:
a) Financial assets and liabilities at fair value through the Statement of Comprehensive Income
b) Held-to-maturity investments 
c) Loans and receivables. Assets with fixed or determinable payments; liquid assets, accounts receivables and receivables are included 

d) Available-for-sale financial assets
e) Other financial liabilities. Includes financial liabilities not held for trading. 

Recognition and derecognition

Classification and measurement

Cash and bank balances

Interest-bearing assets and securities

Accounts receivable - trade

Accounts payable - trade

Loans

Derivatives

Equipment

Financial instruments are initially recognised at acquisition cost equivalent to the fair value of the instrument, plus, in the case of receivables 
and liabilities valued at accrued acquisition cost, the addition of transaction cost. Financial instruments are classified upon first recognition 
based on the purpose for which the instrument was acquired. The classification determines how the financial instrument is valued after first 
recognition, as described below. 

Equipment is reported at acquisition cost, less accumulated depreciation and any write-downs. Acquisition cost includes the purchase price 
and costs directly attributable to putting the asset in place and in a condition in which it can be utilised according to the intentions of the 
acquisition.

Derivatives have been acquired to decrease risks relating to interest rate. These derivatives are initially recognised at their fair value on the 
contract conclusion date and subsequently will be revaluated according to a change in the fair value of the instrument. The derivatives with 
positive market value are recorded as an asset and the derivatives with negative values are recorded as liabilities. 

Accounts payable - trade are valued on a current basis at amortised cost, as the accounts payable have short expected durations and 
valuation takes place at nominal amounts, with no discounting. 

A financial asset or liability is recognised in the statement of financial position when the Company becomes party to the terms and 
conditions of the instrument. Acquisitions and sales of financial assets are recorded on the transaction date, which is the date on which the 
Company becomes obligated to acquire or sell the asset. Borrowings are recognised on the date on which the transaction is completed, the 
settlement date. 
Accounts receivables are recognised in the statement of financial position when an invoice is sent. Rent receivables, however, are recognised 
when the respective rental period has commenced. Liabilities are recognised when the counterparty has fulfilled its undertaking and a 
contractual payment obligation exists, regardless of whether or not an invoice has been received. Accounts payable are recognised when the 
invoice has been received. 

A financial asset (or part thereof) is removed from the statement of financial position when the rights in the agreement are realised or expire, 
or when the Company has transferred substantially of the risks and benefits associated with the ownership. A financial liability (or part 
thereof) is removed from the statement of financial position when the obligation specified in the agreement is discharged or in any other 
manner extinguished. A financial asset and financial liability are offset and recognised in the statement of financial position in a net amount 
only when there is legal right to offset and when it is intended to settle the item with a net amount or to simultaneously realise the asset and 
settle the liability. 

    in this category. 

Cash and cash equivalents include cash and immediately available bank balances. Overdraft facilities are classified among borrowings under 
current liabilities. Cash and bank balance are recognised at nominal value. 

Derivatives measured at fair value in the Statement of Financial position are measured at fair value based on a comparison of the contracted 
swap rate with the current market swap rate for the remaining tenor. The present value is calculated by discounting the cash flow differences 
between the contracted swap rate and the market swap rate multiplied by the outstanding principal amount on each coupon date. The value 
corresponds to the value which the swap would have if cancelled on the valuation date. 

Fair value adjustments are reported in the Statement of Comprehensive income. 

Accounts receivable - trade are valued on a current basis at amortised cost, as the accounts receivable have short expected durations and 
valuation takes place at nominal amounts, with no discounting. Receivables are recognised in the amounts which, according to individual 
assessments of the risk for bad debt losses, are expected to be received.

Interest-bearing assets and securities are valued on a current basis at amortised cost with application of the effective interest method.

Loans are recognised at amortised cost, with application of the effective interest method.
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Depreciation 

The following periods of depreciation are applied: 
Alarm systems 4 years
Equipment 4-5 years

Investment properties

Calculation of fair value 

Additional costs

Impairment

Equity

Asset management

Both unrealised and realised changes in value are reported in the Statement of Comprehensive Income. Changes in value are recognised net 
in the Statement of Comprehensive Income; however, a specification of realised and unrealised changes in value is presented in Note 11.

The Company’s criteria for investing in portfolio companies include a target for the internal rate of return of at least 15 %. The manager will 
work actively with the investment to increase its value and to continuously assess possible exit alternatives during the holding period.

The Company’s investment target is to realise a long-term value increase in value of capital through the expected value growth in the 
investment area. Capital is defined as equity and amounts to EUR 23.5m (23.6m).

·          Beta - to cover possible loss; the insurance premium of real property as charged by stable insurance companies is used in the 
·          Risk premium – for the local markets in the Baltics
·          Small companies premium – a premium depends on company's size and complex

Fair value is mainly based on trades on an active market and is the transaction price to which an asset could be traded in the measurement 
date in an arm’s length exchange motivated by normal business considerations. As these market transactions occur on an irregular basis, 
estimated values of the properties needs to be calculated. A discounted cash-flow model is used for calculating the fair value of each 
property. Future flows of revenue and specific risks for the property are taken into consideration.

·          Risk-free rate – long-term government bonds

Investment properties are properties held for the purpose of receiving rental income and / or recognising increases in value. Investment 
properties are initially recognised at acquisition cost, which includes expenditures directly attributable to the acquisition of the asset. 
Investment properties are subsequently recognised at fair value in the Statement of Financial position. Fair value is based on internal and, in 
certain instances external, valuations. Valuations normally take place annually. The fair value of properties is updated with purchases, sales 
and investments on an on-going basis, throughout the year. In addition, the fair value is assessed if there is any indication of a change 
depending on significant commencements or terminations of rental contracts or on important changes in yield requirements. 

To determine the fair value of the properties at each balancing date, a market valuation of all properties is done and at least one yearly 
valuation done by external valuator, Colliers International. The fair value of investment properties reflects among other things rental income 
from current tenancy agreements and assumptions regarding rental income from future tenancy agreements, based on present market 
conditions. The fair value also reflects the negative cash-flows such as expenses belonging to the possession of the property.

The discounted cash-flow method sums future income- and expense-flows for an investment property including proceeds from sale. The 
discount rate includes a number of risks that are expressed in per cent:

Additional costs are added to the carrying value only if it is likely that the future economic benefits associated with the asset will accrue to 
the Company and when the acquisition cost can be calculated reliably. All other additional costs are recognised as expenses in the period in 
which they arise. The decisive factor in an assessment of when an additional cost should be added to the carrying value is whether the cost 
refers to the replacement of an identified component, or part thereof, in which case the cost is capitalised. In cases in which a new 
component is created, the cost is also added to the carrying value. Repair costs are carried as an expense as such costs arise. 

Depreciation takes place on a straight-line basis over the estimated useful life of the asset. Depreciation takes place according to plan, which 
is based on the original acquisition cost, less estimated residual value and taking into consideration impairment. 

If there is an indication that the carrying amount of an asset recognised in the Group is too high, an analysis is performed in which the 
recoverable amounts of individual or naturally connected types of assets are established as the higher of net realisable value and value in use. 
The value in use is measured as the expected future discounted cash flow. Impairment comprises the difference between the carrying 
amount and the recoverable amount. A write-down is reversed if there is a change in the conditions used to determine the recoverable 
amount. The amount of a reversal may increase the carrying only up to the carrying amount that would have been recognised had the initial 
write-down not taken place, taking into consideration depreciation. 

The carrying values of the Group’s assets, excluding financial assets reported at fair value with changes in value reported in the Statement of 
Comprehensive Income, are tested each Statement of Financial position date for indications of impairment. IAS 36 is applied for impairment 
testing of assets other than financial instruments, assets held for sale and disposal groups reported according to IFRS 5, investment 
properties, and deferred tax assets. If there is any indication of impairment, the asset’s recoverable amount is assessed in accordance with 
IAS 36 as the highest of value in use and net realisable value. The values of the assets exempted above are tested in accordance with the 
respective standard.
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Provisions

Income taxes

Earnings per share

Contingent liabilities

Leasing

The Company as a lessor

The Company as a lessee

Cash Flow Statement

Parent Company’s accounting principles 

The Parent Company has prepared its annual report in accordance with the Swedish Annual Accounts Act and the Swedish Financial 
Reporting Board recommendation RFR 2, Accounting for Legal Entities, as well as the pronouncements of the Swedish Financial Reporting 
Board for listed companies. Application of RFR 2 stipulates that, in its preparation of the annual report for the legal entity, the Company 
apply all of the IFRS and interpretive statement approved by the European Union to the extent possible within the framework of the Swedish 
Annual Accounts Act and with consideration for the relationship between reporting and taxation.  The recommendation states which 
exceptions from and additions to IFRS which must be undertaken. 

Swedish tax legislation allows companies to postpone tax payments by carrying out provisions to untaxed reserves in the Statement of 
Financial position via the Statement of Comprehensive Income item "Appropriations". In the consolidated Statement of Financial position, 
these provisions are treated as temporary differences, that is to say allocated between consolidated Statement of Comprehensive Income and 
equity. Changes in untaxed reserves are reported in the consolidated Statement of Comprehensive Income, allocated between deferred tax 
and profit/loss for the year.

A provision for restructuring is reported when the Group has established an explicit, formal restructuring plan and restructuring has either 
begun or been publicly announced. No provision is established for future operating expenses. 

Income tax comprises current and deferred tax. Income tax is reported in the Statement of Comprehensive Income, except when the 
underlying transaction, such as a Group contribution, is reported directly against equity. In such cases, associated tax effects are reported in 
equity. Current tax is tax to be paid on received during the current year, using the tax rates that have been enacted or substantively enacted 
by the statement of financial position date, and adjustments of current tax attributable to previous periods. Deferred tax is calculated 
according to the Statement of Financial position method on all temporary differences between the reported and tax values of assets and 
liabilities, applying the tax rates which have been determined or which have been announced as per the Statement of Financial position date. 
Temporary differences are not considered in goodwill arising on consolidation or in differences attributable to subsidiaries and associated 
companies which are not expected to be taxed within the foreseeable future. In legal entities, untaxed reserves are reported, including 
deferred income tax liabilities.

A provision is recognised in the Statement of Financial position when the Group has an existing legal or constructive obligation as a result of 
past events, when it is likely that an outflow of resources will be required to settle the obligation and when the amount can be estimated 
reliably. When the point in time at which payment is to take place has a material effect, the amount of the provision is calculated via 
discounting of the expected future cash flow to an interest rate before taxes which reflects the relevant market assessments of the effect of 
the time value of money and, if applicable, the risks associated with the liability. 

Deferred tax assets attributable to deductible temporary differences and loss carry forwards are recognised only to the extent it is likely that 
they will be utilised and will result in lower tax payments in the future. The value of deferred tax assets is reduced when it is no longer 
considered likely that they can be utilised. Deferred tax assets and deferred tax liabilities in the same country are reported net. 

Earnings per share are calculated for both ordinary and preferential shares, as both types of shares are entitled to dividends from reported 
profits. The pro rata right to the earnings serves as a basis for the allocation of the profit for the year to the two types of shares. The result 
allocated to each type of share is divided by the number of shares of the respective type. 

The Parent Company applies the same accounting principles as the Group, unless otherwise specified below. The variances arising between 
the Parent Company's and the Group's principles result from limitations in the possibility of applying IFRS in the Parent Company as a 
result of the Swedish Annual Accounts Act (SFS 1995:1554) and the Income Tax Act.

A contingent liability is recognised when there is a possible obligation relating to past events and which existence is confirmed by one or 
more uncertain future events, or when there is an obligation that is not recognised as a liability or provision as it is not probable that an 
outflow of resources will be required.

All completed investment properties are let under operational lease agreements and generate rental income. Rental income in property 
management is recognised in the period to which the rent relates. 

Leasing agreements are classified in the consolidated accounts as either financial or operational lease agreements. Leasing agreements in 
which, in all material respects, all risks and benefits associated with ownership are retained by the lessor are classified as operational lease 
agreements. All other leasing agreements are classified as financial lease agreements. All of the Group’s lease agreements are classified as 
operational lease agreements. In operational leasing, lease charges from use are recognised as a cost, which may differ from the amounts 
paid de facto as leasing fees during the year. 

Costs for environmental efforts associated with previous operations and which do not contribute to current or future income are carried as 
an expense as they arise. 

The cash flow statement has been prepared in accordance with the indirect method. This implies that the net profit/loss is adjusted for 
transactions which have not resulted in payments during the period, and for any income or expenses attributable to cash flow from investing 
or financing activities.
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Financial instruments

Critical accounting estimations and assessments

Investment property

Deferred tax assets

Taxation of foreign subsidiaries

Note 2 Revenue

2011/2012 2010/2011

Rental income 8,438 7,890
Parking income 55 53
Other income 763 1,085
Total income 9,256 9,028

Note 2011/2012 2010/2011

Service fees 26 266 266
Other income 24 -
Total income 290 266

All properties have generated rental income during the year.

Note 3 Direct expenses

2011/2012 2010/2011

Maintenance expenses -1,492 -1,505
Insurance -53 -49
Property tax -289 -293
Depreciation cost -9 -8
Total direct expenses -1,843 -1,855

The Parent Company does not apply the valuation rules of IAS 39. Current financial assets are valued according to the lower of cost and net 
realisable value. Non-current financial assets are valued at acquisition cost with reduction for any impairment if the value at Statement of 
Financial position date is lower than book value and this decrease in value is assessed to be permanent. Participations in subsidiaries are 
recognised in the Company in accordance with the cost method. Only dividends are recognised as income and only when such dividends are 
attributable to profit earned subsequent to acquisition. 

Investment properties are recognised in accordance with the fair value method, which entails that the properties are recognised in the 
Statement of Financial position at estimated fair value and that changes in value are recognised in the Statement of Comprehensive Income. 
In assessing the fair value of investment properties, there is always a certain degree of uncertainty. The value is affected by many different 
factors, such as estimated rent levels, occupancy rates, the level of expected operating and maintenance payments, and the yield requirement 
prevailing in the markets for various types of properties in different locations at the time of valuation. Furthermore, changes in the business 
environment can result in a need to reassess assumptions made during the valuation. 

Deferred tax assets attributable to tax loss carry-forward are recognised only to the extent it is likely that such assets can be utilised to reduce 
tax payments in the future. It is management’s assessment that the Group, within the foreseeable future, will generate a fiscal surplus that 
will exceed the existing tax loss carry-forward. For this reason, deferred tax assets have been recognised in the full amount in the Statement 
of Financial position for both the Company and the Group.

The Group's operations in Estonia have generated a surplus for which no tax effects have been provided in the Statement of Financial 
position. In accordance with the Income Tax Act in Estonia, it is the dividend and not the profit that is the triggering factor for income tax. 
Income taxes on payment of dividends are recognised as a cost in the Statement of Comprehensive Income when the decision regarding 
dividends is taken. It is not certain that profits in the Estonian subsidiaries will be distributed to the Company in the form of dividends, and 
management therefore deem grounds for a provision to be lacking.

Valuation is based on a 5-year cash flow model in which net earning capacity is discounted to a current value. The model is founded on 
annual cash flow, based on existing income and expenses, adjusted for expected changes in rent levels, occupancy rates and property costs. 
The total estimated fair value is subsequently calculated via a discounted cash flow over a 5-year period. This value also includes a 
discounted cash flow from a potential sale during the 6th year and exercising of any rights associated with the properties. 

The Swedish tax code permit Group contributions to be rendered and received by Swedish corporations, subject to special restrictions, with 
the contribution becoming taxable for the recipient and tax deductible for the rendering entity. Group contributions are reported according 
to their economic significance. This entails that Group contributions rendered and received in order to minimise the Group's total tax are 
reported directly against retained earnings, less the current tax effect of the transaction. 

All relevant variables are assessed based on market events, such as transactions and changes in rent levels. 

Group

Parent Company

Group

EUR thousands

EUR thousands

EUR thousands
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Note 4 Administrative expenses

Note 2011/2012 2010/2011

Management fees 26 -1,436 -1,402
Consulting fees -74 -120
Personnel expenses -121 -102
Other expenses -539 -378
Total administrative expenses -2,170 -2,002

Note 2011/2012 2010/2011

Management fees 26 -1,377 -1,377
Consulting fees -6 -17
Other expenses -42 -69
Total administrative expenses -1,425 -1,463

Note 5

2011/2012 2010/2011

KPMG audit services -110 -80
KMPG tax services - -1
KMPG other services - -3
Total -110 -84

2011/2012 2010/2011

KPMG audit services -34 -51
KMPG tax services - -1
Total -34 -52

Note 6

2011/2012 2010/2011

Interest income 10 16
Total 10 16

2011/2012 2010/2011

Interest income - 1
Total - 1

Interest income mainly relates to cash and cash equivalents.

Note 7

2011/2012 2010/2011

Interest expense -3,376 -2,989
Net exchange rate differences -20 -9
Other financial items - -9
Fair value adjustment of interest swap -123 782
Total -3,519 -2,225

2011/2012 2010/2011

Interest expense - -7
Net exchange rate differences -13 -3
Total -13 -10

Interest expenses relate mainly to financial liabilities valued at amortised cost.

Other interest expense and similar profit/loss items

Other interest income and similar profit/loss items

Remuneration to auditors

EUR thousands

EUR thousands

Parent Company

Group

Parent Company

EUR thousands

Group

Parent Company

Group

Parent Company

Group

EUR thousands

EUR thousands

EUR thousands

EUR thousands

EUR thousands
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Note 8

2011/2012 2010/2011

Income tax reported in the Statement of Comprehensive Income
Current tax -14 -207
Deferred tax (Note 15) 99 -84
Total 85 -291

Reconciliation of effective tax

Profit/loss before tax -132 3,134
Tax according to current tax rate for Parent Company 26% 35 -824
Difference in tax rate in foreign operations:
 Estonia 0% 636 882
 Latvia 15% -156 -97
 Lithuania 15% -135 20
Non-deductible expenses:
 Latvia 15% -3 -2
 Lithuania 15% -195 -4
 Sweden 26% -7 -6
Non taxable income
 Latvia 15% -120 55
 Lithuania 15% 188 9
Increase of deficit deduction without the corresponding activation of deferred tax:
 Latvia 15% -100 -213
 Lithuania 15% -56 -31
Effect of change of tax rate:
Correction of previous year tax 15% - -80
Total income tax 85 -291

2011/2012 2010/2011

Current tax 26% 41 -3
Deferred tax (Note 15) 26% - -
Total 41 -3

Reconciliation of effective tax

Profit/loss before tax -784 631
Tax according to current tax rate for Parent Company 26% 206 -166
Non-deductible expenses:
Non taxable income 26% -5 -6
 Reverse of write-down on participations in and on L-T rec grp comp 26% -160 249
Correction of previous year tax - -80
Total income tax 41 -3

The weighted average tax rate was -0%.

Estonia – taxation of subsidiaries

According to income tax regulations in Estonia, companies are not liable to pay taxes for profits provided that the profits remain in the 
company. However, in the event that dividends are distributed, the company is liable for taxes on the distributed amount (from 1 January 
2008, the tax rate on dividends is 21/79, reduced by dividends from the companies in which the participating interest exceeds 15%). As 
income tax is based on dividends and not on profits, deferred tax assets and liabilities on temporary differences referring to the company's 
income disappear.

Income tax on distribution of dividends is taken up as an expense in the Statement of Comprehensive Income when the decision to pay out 
dividends is taken.

A company’s potential income tax liabilities relative to the distribution of its retained earnings are not taken into account in the Statement of 
Financial position. The amount of the potential income tax liability is reported in the Note on deferred income tax.

EUR thousands

EUR thousands

Income tax

Group

Parent Company

According to the respective countries’ income tax regulations, the profit of the company, adjusted for temporary and permanent differences 
according to national regulations, forms the basis for income tax in Latvia and Lithuania. The tax rate in Latvia has been 15 % during both 
2011/2012 and in the previous year. 

Latvia and Lithuania – taxation of subsidiaries
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Note 9

2011/2012 2010/2011

Before and after dilution – Ordinary Shares

Profit attributable to the Parent Company's ordinary shareholders (amount in EUR) 0 0
Weighted average number of outstanding ordinary shares 11,000 11,000
Earnings per ordinary share before and after dilution (amount in EUR) 0,00 0,00

Before and after dilution – Preferential Shares series A

Profit attributable to the Parent Company's preferential shareholders (amount in EUR) -47,408 2,843,660
Weighted average number of outstanding ordinary shares 5,510 5,510
Earnings per preferential share series A before and after dilution (amount in EUR) -8.60 516.09

Note 10 Equipment

2011/2012 2010/2011

Acquisition cost

Opening balance 120 109

Acquisitions - 13
Divestments -24 -2
Accumulated acquisition cost 96 120

Depreciation and write-downs

Opening balance -78 -66

Divestments 24 2
Depreciation for the year -15 -14
Accumulated depreciation and write-downs -69 -78

Closing carrying value 27 42

Note 11 Investment properties

Opening fair value, 1 July 2010 122,223

Additional investments 47
Unrealised changes in value 16
Closing fair value, 30 June 2011 122,286

Opening fair value, 1 July 2011 122,286

Additional investments 722
Unrealised changes in value -2 731
Closing fair value, 30 June 2012 120,277

The Company has no additional commitments regarding the investment properties.

During the financial year 2011/2012, a revaluation to a higher or a lower value has been made of all of the Group’s investment properties.

During the financial year 2011/2012, the investment properties generated rental income of EUR 8.5 m.

Valuation of the investment properties has been made by the Company's property manager, East Capital Real Estate AS, in accordance with 
the ”European Private Equity & Venture Capital Association’s Guidelines.” The valuation has been conducted monthly, or at the request of 
the Company's Board of Directors. The most recent external valuation of the property portfolio was carried out in May 2012 by Colliers 
International.

Each type of share in the company carries entitlement to dividends in accordance with the following:

Complete terms for the distribution are set out in the Company’s articles of association.

Earnings per share

Group

Group

EUR Group

EUR thousands

EUR thousands

Firstly, the series A preferential shares entitle allocation of all dividends in an amount pro rata to the shareholder’s contributions provided 
for investment purposes, until these contributions have been repaid. Secondly, the series A preferential shares entitle allocation of all 
dividends until these shareholders have received an amount corresponding to a 10% annual interest (compounded) on the shareholder’s 
contributions referred to in the previous sentence. Thirdly, the ordinary shares entitle dividends corresponding to 60% of remaining 
distributable earnings and series A preference shares entitle dividends corresponding to 40% of remaining distributable earnings, up to a 
maximum allocation corresponding to a distribution of 20% to the ordinary shares and 80% to the series A preferential shares, in addition to 
the repayment of the shareholders’ contributions referred to in the first sentence. Lastly, in respect of any remaining distributable earnings 
after the first three allocations, 20% is to be distributed to the ordinary shares and 80% to the series A preferential shares. The Group’s 
accumulated profit/loss at the end of the accounting period is currently on a level at which all of the income is attributable to the preferential 
shares.
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Note 12 Other non-current receivables

30 Jun 2012 30 Jun 2011

Opening balance 114 20

Other non current receivables paid/repaid 85 94
Closing balance 199 114

Note 13 Subsidiaries

30 Jun 2012 30 Jun 2011

Opening carrying value 2,182 452

Shareholders contributions 810 784
Reverse write down shares 520 1,680
Write down shares -1,128 -734
Closing carrying value 2,384 2,182

EC Baltic Property Fund AB has the following subsidiaries:

Book value                  
          30 Jun 

2012

Book value                  
           30 Jun 

2011ABPF Nurmenuku (Est) AB, Corp. Identity No. 556674-2002, Stockholm, Sweden 1 000 100% 11 ,11

1 100%

1 000 100% 11 11

1 100%

1 000 100% 11 11

100%

1 000 100% 550 550

1 100%

1 100%

1 000 100% - -

1 100%

9 000 100%

1 000 100% - -

100 100%

10 100%

10 100%

100%

1 000 100% - 47

200 100%

1 000 100% 1,029 778

1 100%

1 000 100% - -

200 100%

1 000 100% 438 176

1 100%

1 000 100% 18 11

1 100%

1 000 100% 41 14

1 100%

1 000 100% 250 484

1 100%

1 000 100% 11 11

1 100%

1 000 100% 14 78

1 100%

2,384 2,182

21. September 2011 EPF Nurmenuku OÜ were merged with Nurmenuku Kaubanduskeskuse OÜ.

ABPF Portus (Est) AB, Corp. Identity No. 556693-7446, Stockholm, Sweden

ABPF Tammsaare (Est) AB, Corp. Identity No. 556702-2388, Stockholm, Sweden

ABPF Jeruzalemes (Lat) AB, Corp. Identity No. 556702-2370, Stockholm, Sweden

ABPF Pirita Top Spa (Est) AB, Corp. Identity No. 556674-2036, Stockholm, Sweden

   Jõhvi Tsentraal OÜ, Corp. Identity No. 11365130, Tallinn, Estonia

      EPF Lit-two UAB, Corp. Identity No. 301114718, Vilnius, Lithuania 100 100

      Laracija UAB, Corp. Identity No. 163362686, Klaipeda, Lithuania

   AS Norbert, Corp. Identity No. 10639832, Tallinn, Estonia 570 000

ABPF Kerese Keskuse (Est) AB, Corp. Identity No. 556693-7503, Stockholm, Sweden

   EPF TOP Spa OÜ, Corp. Identity No. 11194533, Tallinn, Estonia

      Tanassilma OÜ, Corp. Identity No. 11219954, Tallinn, Estonia

ABPF Jöhvitsent (Est) AB, Corp. Identity No. 556693-7479, Stockholm, Sweden

ABPF Papiniidu (Est) AB, Corp. Identity No. 556674-0881, Stockholm, Sweden

   EPF Metal OÜ, Corp. Identity No. 11399264, Tallinn, Estonia

   EPF Papiniidu OÜ, Corp. Identity No. 11404388, Tallinn, Estonia

ABPF Jewecent AB, Corp. Identity No. 556693-7453, Stockholm, Sweden

   JEWE Keskuse OÜ, Corp. Identity No. 11365199, Tallinn, Estonia

ABPF Favorind (Est) AB, Corp. Identity No. 556725-7737, Stockholm, Sweden

EUR thousands

EUR thousands

   Jeruzalemes Centrs SIA, Corp. Identity No. 40003871977, Riga, Latvia

   Tammsaare Ärimaja OÜ, Corp. Identity No. 11330077, Tallinn, Estonia

   Duntes Nami SIA, Corp. Identity No. 40003669097, Riga, Latvia

   EPF Portus OÜ, Corp. Identity No. 11366112, Tallinn, Estonia

   Kerese Keskuse OÜ, Corp. Identity No. 11346090, Tallinn, Estonia

   SIA EPF Latone, Corp. Identity No. 40003816265, Riga, Latvia

ABPF Zemitana (Lat) AB, Corp. Identity No. 556691-4049, Stockholm, Sweden

     Nurmenuku Kaubanduskeskuse OÜ, Corp. Identity No. 10956923, Tallinn, Estonia

   EPF Neli OÜ, Corp. Identity No. 11240865, Tallinn, Estonia

      SIA Zemitana Centrs, Corp. Identity No. 44103022784, Riga, Latvia

ABPF Go Spa (Est) AB, Corp. Identity No. 556674-0899, Stockholm, Sweden

Total

   EPF Litone UAB, Corp. Identity No 300582233, Vilnius, Lithuania

ABPF Tänassilma (Est) AB, Corp. Identity No. 556674-0949, Stockholm, Sweden

Group

Parent Company

ABPF Duntes (Lat) AB, Corp. Identity No. 556693-6349, Stockholm, Sweden

ABPF Lithuainia AB, Corp. Identity No. 556693-7222, Stockholm, Sweden

Ownership 
share

Number of 
shares

      Baldu Pasažas UAB, Corp. Identity No. 142183274, Klaipeda, Lithuania

Annual Report 2011/2012  —  East Capital Baltic Property Fund AB 20



Note 14 Other receivables

30 Jun 2012 30 Jun 2011

Other receivables - current

VAT 20 61
Other receivables 13 6
Total 33 67

Note 30 Jun 2012 30 Jun 2011

Receivables from Group companies – non-current

Interest-bearing loans
Opening balance 20,463 20,958

Shareholders contributions -767 -495
Loan repayments -748 -
Closing balance 26 18,948 20,463

Receivables from Group companies – current

Accrued interest receivables 5,722 5,403
Accounts receivable - service fee 401 426
Total 6,123 5,829

Note 15 Deferred income tax

2010/2012

Investment properties -1,546
Loss Carry forward 490
Interest swap 35
Tax allocation reserve -242
Tax receivables/ liabilities -1,263

Setoff -
Tax receivables/ liabilities, net -1,263

Investment properties -19 -1,565
Tax allocation reserve -10 -252
Interest swap -23 12
Change of loss carry-forward 151 641
Total 99 -1,164

Note 16 Share capital

30 Jun 2012 30 Jun 2011

11 11

6 6

17 17

-252

Preferential shares with a nominal value of EUR 1 per share

There are a total of 11,000 (11,000 shares) ordinary shares with a nominal value of EUR 1 per share (EUR 1). There are also 5,510 
preferential shares (5,510 shares) with a nominal value of EUR 1 per share (EUR 1). The maximum number of shares in accordance with the 
articles of association is 44,000 (44,000 shares).

-1,546

490

Deferred tax liabilities relate to temporary differences between tax value and fair value on investment properties. 

-252

653

-1,263

Deferred tax assets are reported as fiscal tax loss carry-forward to the extent that it is probable that they can be utilised by future taxable 
profits. 

-525
653

525

-

-

525

EUR thousands

-1,546

Deferred tax receivables

-1,263-

-1,817

- -242

Balance, 1 July 2011 Reported in Statement of 
Comprehensive Income

Potential unrealised tax effects on profits in the Estonian subsidiaries amount to a maximum total of EUR 2.8m (EUR 2.1m). 

12 35 -

-

-
-1,164

2010/2011 2011/2012 2010/2011

-1,788

641
-1,565

490 -

Interest on long-term interest-bearing loans has been 5%  (5%). 

EUR 
thousands

EUR thousands

EUR thousands

NetReported deferred tax 
receivables and liabilities, 

Group

-
641

-653
-

Ordinary shares with a nominal value of EUR 1 per share

Parent Company

Share capital

Balance, 30 June 2012

Deferred tax assets relating to tax loss carry-forward of EUR 0.3 m (EUR 0.3m) in total have not been recognised for two of the Latvian 
subsidiaries. 

-1,565

2011/2012

-242

Change of deferred tax in 
temporary differences and 

deficit deduction, Group

EUR 
thousands

Deferred tax liability

-1,164

35

-

Deferred tax assets and liabilities are offset when there is a legal right to offset for current income tax assets and liabilities and when deferred 
taxes refer to the same tax authority. 

2011/2012

-1,164

12

Group

Parent Company
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Note 17 Untaxed reserves

Note 18 Interest-bearing liabilities

30 Jun 2012 30 Jun 2011

- 26,675

59,331 35,202

38,762 38,492

98,093 100,369

Debt Service  
Coverage Ratio

X X X

X X

X X X

Total

Note 19 Derivatives

30 Jun 2012 30 Jun 2011

Liabilities held at fair value in profit & loss; fair value option

Interest rate swap - non-current liability 1,126 1,257

Interest rate swap - current liability 385 131

Total 1,511 1,388

Fair value as at 1 July 2011 1,388 2,170

Fair value adj in the financial year 123 -782

Fair value as at 30 June 2012 1,511 1,388

Asset management

According to the Board’s policy, the Company’s financial goal is to have a good capital structure with financial stability and thereby maintain 
the confidence of investors, lenders and the market, at the same time as this forms a basis for the on-going development of the operations. 
Capital is defined as equity. A financial goal for the Company is to give the investors a yearly dividend yield of 4-6%.

As from 30 June 2011, derivative instruments are recognised in the group of financial assets and financial liabilities "at fair value through 
profit or loss". The three interest swap agreements held as at 30 June 2012 to hedge 45% to 50 % of the interest rate risk from six loan 
agreements with floating interest rate, are fixed at 4.25% to 5.45 % and had a negative value of EUR 1.5m at year end (EUR 1.4m). The 
derivatives mature within 1-5 years.

Group

Interest 
Coverage  Ratio

Group

Neither the Company nor any of the subsidiaries are under external capital requirements.

EUR thousands

24,516

Most of the companies have covenants to follow as regards loan obligations. These consist of various ratios inkcluding; Loan To Value 
(interest-bearing debt/property value), Equity ratio (equity/total assets), Debt Service Coverage Ratio (operating profit/interest expenses + 
amortisations on interest-bearing debt), Interest Coverage Ratio (operating profit/interest expense on interest-bearing debt) and Total 
Debt/EBITDA (interest-bearing debt/operating profit).

Papiniidu

Jeruzalemes

All loans are denominated in EUR. 

Group

Annual return on equity of at least 15% has been set up as a target for the Company. The result for the financial year resulted in a negative 
return on equity of -0.2%, while the positive result in the previous year gave a positive return on equity of 12.1%.

During 2011/2012, the weighted average interest rates of the Group’s bank loans were 3.4% (2.9%). Additional information on loan security 
and interest rates is presented in Notes 22 and 25, respectively.

EUR thousands

Maturity date 1-5 years from Statement of Financial position date

Maturity date later than five years after Statement of Financial position date

Portus

The table below represents the loan amount relating to properties where waivers for breaches in covenant terms will be renegotiated or 
prolonged during 2012/2013. There is no official or unofficial request from the banks to repay the loans before maturity. All of the loans 
below have been classified as current liabilities in the Statement of Financial position. 

Equity RatioLoan To Value

EUR 0.04m (EUR 0.1m) has been allocated during the year to tax allocation reserves. Total amount of tax allocation reserve is EUR 0.96m 
(EUR 0.92m).

Total

Maturity date within one year from Statement of Financial position date

Loan Amount

7,892

12,643

3,981

During the financial year, the loan agreements relating to nine of the properties in the portfolio were negotiated in order to avoid breaches in 
the covenant terms. For the nine properties, the banks agreed to provide waivers from the breaches in covenant terms. For three of these 
properties, the parties also agreed on a loan grace period until 2014 and for another three of these properties the loans were extended.
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Note 20 Accrued expenses and deferred income

30 Jun 2012 30 Jun 2011

Accrued administration fees 5 4
Accrued auditing expenses 85 44
Accrued interest expense 84 79
Other accrued expenses 171 55
Prepayments - 31
Total 345 213

Note 21 Operational leasing

30 Jun 2012 30 Jun 2011

Within 1 year 2,527 2,442
Between 1 and 5 years 8,475 8,805
More than 5 years 2,257 2,699
Total 13,259 13,946

30 Jun 2012 30 Jun 2011

Within 1 year 5,852 5,813

Between 1 and 5 years 14,679 13,771

More than 5 years 8,445 9,192

Total 28,976 28,776

Note 22 Pledged assets

30 Jun 2012 30 Jun 2011

Investment properties 164,193 164,393

Financial pledge 65 65

Other 97 237

Total 164,355 164,695

Note 23 Contingent liabilities

Future minimum leasing fees attributable to terminable operational lease agreements are distributed as follows:

 The investment properties have been pledged as security for bank loans.

Operational leasing: as the lessee: 

EUR thousands

EUR thousands

Operational leasing: as the lessor terminable agreements

Future minimum leasing fees attributable to non-terminable operational lease agreements are distributed as follows:

No provision has been made in the consolidated accounts for income tax on profits in the Estonian subsidiaries, which, for future dividends, 
may trigger a tax expense.  For more information on future tax exposure, please see Note 8 and 15. 

The Group has no leasing agreements in which it stand as lessee. 

Group

Group

Group

Som of rental agreements have been signed with tenants with a fixed period of 1-3 years. Even if the rental agreement is signed for a longer 
time period, the agreements can be terminated with only three month notice. The information above includes rental income up until the end 
of the rental agreement, as both parties have entered the agreement with the purpose to fulfill it. However as an uncertainty exist, the 
operational leasing from the terminable rental agreements are presented separately. 

Group

The operational leasing agreements refer to the rental agreements related to the Group's investment properties. The agreements are 
classified as non-terminable since both parties are entered into the agreement with the purpose to fulfill it. The agreements have to a limited 
extent been canceled prematurely.

EUR thousands

Operational leasing: as the lessor non terminable agreements

EUR thousands
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Note 24 Financial assets and liabilities at fair value

Total book 
value

Fair value

Non-current receivables 199 199
Accounts receivables 625 625
Other receivables 33 33 33
Cash and cash equivalents 5,671 5,671 5,671
Total 6,529 6,529

Non-current interest-bearing liabilities 59,331 59,331
Other non-current liabilities 435 435
Current interest-bearing liabilities 38,762 38,762
Derivatives 1,511 1,511
Accounts payables – trade 932 932
Other liabilities 741 741
Total 101,712 101,712

Total book 
value

Fair value

Non-current receivables 114 114
Accounts receivables 836 836
Other receivables 67 67
Cash and cash equivalents 5,871 5,871 5,871
Total 6,888 6,888

Non-current interest-bearing liabilities 61,877 61,877
Other non-current liabilities 117 117
Current interest-bearing liabilities 38,492 38,492
Derivatives 1,388 1,388
Accounts payables – trade 1,897 1,897
Other liabilities 288 288
Total 104,060 104,060

Total book 
value

Fair value

Non-current receivables 18,948 18,948
Other receivables 6,123 6,123
Cash and cash equivalent 148 148 148
Total 25,219 25,219

Current interest-bearing liabilities 53 53
Accounts payables – trade 1,321 1,321
Total

Total book 
value

Fair value

Non-current receivables 20,463 20,463
Other receivables 5,829 5,829
Cash and cash equivalent 40 40 40
Total 26,332 26,332

Current interest-bearing liabilities 70 70
Accounts payables – trade 1,658 1,658
Other liabilities 23 23
Total 1,751 1,751

288
104,060

59,331
435

1,511

741
932

38,762

Group 2010/2011

117

836

61,877

114

67

6,888

70
26,332

25,219

Other 
financial 
liabilities

5,829

53

1,374 1,374

Based on the accounting and reporting principles applied, the carrying amounts of financial assets and financial liabilities do not differ from 
their fair values.

The fair values of Parent Company´s assets with a fixed interest rate are not different from their carrying amounts because the fixed interest 
rate does not differ significantly from current market interest rates.

1,751

There follows a summary of the main methods and assumptions used for determining the fair value of the financial instruments listed in the 
tables above:

20,463

38,492

6,529

Group 2011/2012 Other 
financial 
liabilities

Loans and 
receivables

Loans and 
receivables

EUR thousands

1,374

EUR thousands Parent Company 2011/2012

The fair value of accounts receivables and accounts payables with remaining terms of less than 12 month is considered to be equivalent to 
book value. Accounts receivables and accounts payables with remaining terms exceeding 12 months are discounted in connection with the 
determination of fair value.

199
625

23

Other 
financial 
liabilities

6,123

101,712

18,948

Loans and 
receivables

1,321

1,897

Parent Company 2011/2012EUR thousands

EUR thousands Other 
financial 
liabilities

1,388

1,658

Loans and 
receivables
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Note 25 Financial risk management

Total
Interest expenses as interest rate is changed, +/-1,0% -/+981

Currency risk

Total
+/-1,0% +/-1,203

-1 % 7,969 1,450 11,492
+ 1% -6,269 -1,150 -9,033

-1 % 3,517 824 607 4,948
+ 1% -3,335 -783 -592 -4,710

Credit risks

The Group’s long-term loans are primarily linked to EURIBOR and are therefore affected by fluctuations in the international financial 
market. The Group continually evaluates the potential risk for losses due to fluctuations in market interest rate levels with regard to the cost 
of hedging strategies. During 2011/2012, the Group has had interest rate swaps to hedge against increased interest rates relating to six 
properties. At the end of the financial year, three of these expired.  Sensitivity analysis for changes in interest rates, cleared from unrealised 
fair value adjustments of interest rate swaps:

Interest rate risk refers to the risk for changes in interest rates and the effects of this on the Group’s borrowing costs.

Liquidity risks

The majority of the Fund contracts are related to Euro (EUR). Consequently, the Group has no significant liabilities or receivables in any 
other currency than Euro (EUR). All long term loans agreements have been drafted in Euro (EUR). However, the fluctuations of currency 
exchange rates between EUR, Latvian Lats (LVL) and Lithuanian Litas (LTL), may potentially have negative effect on the tenants ability to 
pay rent nominated in EUR. Therefore there are still indirect currency risks. 

Interest rate risks

Credit risk refers to the risk of loss if the counterparty is not able to fulfill is obligations.

As the Group utilises credit institutions to finance a large number of property transactions, credit risk management is also conducted in 
cooperation with banks. The maximum exposure to credit risks is the reported value of the financial assets in the Statement of Financial 
position.  Subsequently, the Group deems that the maximum exposure is reflected in the amount of Accounts receivable - trade, reduced by 
provision for bad debts, and long-term receivables that have been capitalised in the Statement of Financial position. According to the 
Company’s policy, reservations are made for accounts receivable, unless under payment plan, more than 90 days overdue at a rate of 50%, 
and for receivables more than 180 days overdue at a rate of 100%.

Liquidity risks are managed on the basis of a five-year strategy, adjusted approximately every six months in accordance with the Group’s 
investment plan. The short-term management of liquidity risk is based on the Group’s budget and is adjusted after each acquisition or 
disposal of an investment object. In order to decrease liquidity risk, the maturity dates for most loans taken to finance property transactions 
correspond with the expected disposal dates for the respective properties.

As a net borrower, the Company is exposed to financial risk, mainly liquidity risks, interest rate risks, currency risks, credit risks and price 
risks. The financial policy is determined by the Board. The operative responsibility for the Group’s borrowing, cash management and 
financial risk exposure lies with the management company East Capital Real Estate AS, a wholly owned subsidiary of East Capital Holding 
AB. The financial policy is reviewed by way of reporting to the Board on a regular basis.

-/+566

Market risk

-1,614

-/+294

For payment term analysis for remaining contract periods of financial liabilities, see Note 18.

+/-860 +/-194

-/+121

Latvia
+/-149

Change in P/L

Lithuania

The remaining exposure for other exchange rates than the EUR is limited and the sensitivity to fluctuations in currency rates is marginal. 

Estonia

Change in P/L

Lithuania

Estonia

Latvia

The Baltic currencies are connected to ERM2, an exchange rate mechanism that only allows currencies to fluctuate against the Euro within a 
specific interval compared to the Euro. Estonia was formally accepted in the euro zone by 1st January 2011. Latvia and Lithuania have 
managed to keep fixed exchange rates even during the turbulence in 2008 and 2009 and since 2010 the currency risks have been reduced 
significantly. Taken the above into consideration, the Group's currency risk is low. 

Sensitivity analysis                               
         EUR thousands

Sensitivity analysis property value               
       EUR thousands

Sensitivity on discount rate                       
  EUR thousands

2,073

Sensitivity on exit yield           
EUR thousands 

The Group does not have any significant concentration of credit risks. To manage credit risk, the Group companies regularly check clients’ 
historical credit ratings, which enable the necessary measures to be taken in time.
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Estonia Total Share in %

Not expired 134 29 102 265 42%
Expired by 1-30 days 109 16 71 196 31%
Expired by 31-60 days 6 2 38 46 7%
Expired by 61-180 days 6 2 28 36 6%
Expired by 181 days or more 99 42 8 149 24%
Provision for bad debt -6 -42 -19 -67 -11%
Total accounts receivables 348 49 228 100%

Note 26 Transactions with related parties

Liabilities 
with related 

parties per                              
                       
30 Jun 2012East Capital Real Estate AS 1,359

Total 1,359

Interest 
income

Liabilities 
with related 

parties per                     
             30 Jun 

2012

Liabilities 
with related 

parties per                      
               30 

Jun 2011East Capital Real Estate AS - - 1,321 -
Subsidiary/Group company 1,008 266 - 53 25,071
Total 1,008 266 1,374 25,071

Note 27 Information about the parent company

625

EUR thousands

Reservation for bad debt with related parties has not been done.

Lithuania

Purchase of 
services from 
related parties

The shareholders' agreement between the partners in the Company regulates in detail how the Company's distributable earnings shall be 
allocated between the shareholders. However, despite its voting majority, East Capital Real Estate AS has not any power to influence how the 
subsidiary's distributable earnings are appropriated. According to IAS 27 Consolidated and Separate Financial Statements, a Parent 
Company loses its controlling influence if it does not have the power to govern a subsidiary's financial and operating policies to obtain 
benefit from its activities. If a controlling influence is lacking, so is the basis for consolidation with the Parent Company. With reference to 
IAS 27, the Company, with subsidiaries, will not be consolidated with East Capital Real Estate AS. 

The Chairperson of the board, Biljana Pehrsson is employed by East Capital Private Equity AB and is a board member of the following 
affiliated companies; East Capital Baltic Property Investors AB (publ) (chairperson), East Capital Real Estate AS (chairperson), Cantik 
Enterprises Ltd, Henryland Group Ltd and Vasallen AB. The board member, Gert Tiivas, is employed by East Capital International AB, 
Estonian branch and is a board member of the following affiliated companies; East Capital Baltic Property Investors AB (publ), East Capital 
Real Estate AS and EEDF AG. The board member Kestutis Sasnauskas is employed by East Capital Private Equity AB and is a board member 
of the following affiliated companies; East Capital Baltic Property Investors AB (publ), East Capital Holding AB, Cantik Enterprises Ltd, 
Henryland Group Ltd, East Capital EFI AB, ECPUF AB, East Capital International AB, East Capital PCV Management AB, Rytu Invest AB, 
SN Intressenter AB, East Capital Alternative Investments (Cayman) Ltd and East Capital EFI II AB. The board members Anders Böös and 
Pami Pihlström are not employed by or hold any board positions in any affiliated companies.

Ageing of debts:

The Company has, in addition to the close relationships specified for the Group, a controlling influence over its subsidiaries, see Note 13. 

East Capital Real Estate AS, Corporate Identity No. 11085028, domiciled in Tallinn, Estonia, owns 66.63% of the shares. Its complete 
address is: Tartu mnt 2, 10145, Tallinn, Republic of Estonia.

Transactions within the Group are all based on businesslike conditions.

The Company has a liability to East Capital Real Estate AS of EUR 1.3m. The Company’s receivables contain non-current receivables to the 
Swedish subsidiaries of EUR 18.9m with final maturity date on 31 December 2013. Agreed interest rate was 5 % for the financial year. 
Accrued interest for the loans is EUR 4.7m. Remaining current receivable is EUR 1.5m.

Furthermore, all companies related to East Capital are considered to be related parties.

The rental Guarantee regarding Duntes Nami, between EPF Lat Three SIA and East Capital Real Estate AS was terminated in June 2012. The 
amount paid to EPF Lat Three SIA during the year was EUR 0.6 m, compared to EUR 0.4 m in previous year. 

Purchase of 
services from 
related parties

1,499

1,377

1,377

1,499

EUR thousands Parent Company Sales of 
services to 

related parties

EUR thousands Group

Latvia
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Note 28 Significant events after the end of the financial year

Stockholm, 7 November 2012

Biljana Pehrsson Anders Böös
Chairman of the Board Member of the Board

Kestutis Sasnauskas Gert Tiivas
Member of the Board Member of the Board

Pami Pihlström
Member of the Board

KPMG AB

Carl Lindgren
Authorised Public Accountant

No significant events have occurred after year end.

Our audit report was presented 8 November  2012
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No significant events have occurred after year end.

The AGM in November 2011 confirmed to extend the Fund's lifetime by one year until 7 July 2013. 

The Company's reporting currency is Euro (EUR). 

Significant events after the end of the financial year

Considering the market situation and independent advisors' suggestion, the Board of Directors will probably propose to coming AGM 

2012/2013 to support another extension of the Fund's lifetime by one year.

Significant events during the financial year

Financial information

Future development, risk and factors of uncertainty

The Company’s operations are primarily governed by the shareholders’ agreement which has been entered into with East Capital Real 

Estate AS and other shareholders concerning the administration of the Fund. Under the shareholders’ agreement, the Company 

commits to pay shareholders’ contributions to the Fund in order to execute property investments or in order to finance the day-to-day 

administration. The shareholders’ agreement further stipulates that the lifetime of the Fund is to be limited to seven years, with the 

possibility of two extensions of one year each, after which the company shall be liquidated.

During the financial year, the Fund reached agreements to extend previously granted waivers from breaches in the covenant terms for 

nine properties in total and also an extended loan grace period for three of these properties. With one of the lending banks, an 

agreement regarding seven properties was extended until 30 June 2014 and also included extended loan maturities for three of these 

properties until 30 June 2014. For two of the Latvian properties in the portfolio, the Fund has agreed with another lending bank on a 

waiver from breaches in the covenant terms and a loan grace period until October 2012 and January 2013 respectively. 

The Group's result mainly depend on the the future development, risks and factors of uncertainties in the Fund. The following relate 

to the Fund. 

In accordance with the articles of association, the Company shall be liquidated within a period of six months if the Fund is decided to 

be liquidated. 

The Group's result for the financial year was EUR 0.4 million (EUR 2.1 million). The result is mainly attributable to unrealised value 

changes of the holdings in the Fund. The unrealised value changes was EUR 0.4 million in 2011/2012 and EUR 2.1 million in 

2010/2011. 

In addition to the increase in occupancy, the properties’ rental revenues started to increase as well, especially from the hotel 

properties where the rent is partly turnover related.

The Board of Directors of East Capital Baltic Property Investors AB (publ) ("the Company"), Corporate Identity Number 556674-

0923, domiciled in Stockholm with the address PO Box 1364, 111 93 Stockholm, hereby presents the Annual Report for the financial 

year 1 July 2011 – 30 June 2012.

The Fund's focus during the last two years has been to achieve maximum possible economic occupancy. As a result of these efforts, 

the key development during 2011/2012 was a quite significant decrease in vacancies. The portfolio average vacancy dropped from 10% 

to 4%. The largest part of that change was in Latvia, where Duntes and Zemitana vacancies (40% last year) have reached quite normal 

levels of 12% to 14%. 

The Company’s operations are based in Stockholm, and comprise of investing in the East Capital Baltic Property Fund AB (556674-

0915) ("the Fund"), a Swedish limited liability company with emphasis on the acquisition and management of properties in the Baltic 

region. The majority of property management activities are outsourced to East Capital Real Estate AS (previously AVEC Asset 

Management), a fully owned subsidiary of East Capital Holding AB (556584-9899), a Swedish asset management company focused on 

the Eastern European market and China.

The Company holds 4,010 preference shares of series A in the East Capital Baltic Property Fund AB, which corresponds to 72.78 

percent of the total number of preference shares. The Company holds 24.29 percent of the share capital and 3.47 percent of the votes. 

The associated company East Capital Baltic Property Fund AB is since 2007 fully invested, meaning that the Company no longer has 

any remaining obligations towards the Fund. 

This is the Company's seventh financial year.  

Information regarding the operations

The Company has no employees and did not pay any salaries during the financial year, nor has any remuneration been paid to the 

Board of Directors.

Administration Report
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The Board of Directors recommends that the earnings will be distsibuted as follows:

Proposed appropriation of profits

The following profits are at the disposal of the Annual 

General Meeting (amount in EUR):

For information regarding the Company's results of operations and financial position, refer to the following income statement and 

balance sheet, with accompanying notes.

Given that the portfolio has its largest exposure in the Estonian market, the devaluation risk of the portfolio has reduced significantly 

following Estonia’s formal acceptance in the Euro zone. At the same time, devaluation risks remain in both Latvia and Lithuania, 

although they are significantly lower compared to the previous year, as the governments of both countries have undertaken a number 

of measures to improve the fiscal situation in their countries and the global economic environment has improved. 

399,808

25,584,543

25,584,543

Share premium

Retained earnings

The positive outcome of the negotiations with these two banks regarding loan restructuring for these nine properties, together with 

the substantial decline in short term interest rates, have been important for the portfolio’s cash flow. In addition to the nine 

properties mentioned above, the loans for three more properties in Estonia were successfully refinanced, two of the loans with the 

same bank and one of the loans with another bank. The Board of Directors of the Fund has been and will be involved in this important 

matter.

To be carried forward

40,115,608

-14,930,873

Net result for the year
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Note 1 Jul 2011 -                  

          30 Jun 

2012

1 Jul 2010 -      

30 Jun 2011

Revenues - -

Total operating income - -

Administrative expenses 2 -38 -36

Result from financial assets at fair value through profit or loss 7 428 2,121

Operating profit/loss 390 2,085

Financial income 3 -2 4

Profit/loss before tax 388 2,089

Income tax 4 12 8

Profit/loss for the year/total Comprehensive income 400 2,097

Earnings per share, EUR 5

-basic and diluted 4.97 26.09

Profit/loss for the year/total Comprehensive income is attributable to the company shareholders. 

The Notes on pages 10 to 18 are an integral part of these consolidated financial statements.

EUR thousands

Statement of comprehensive 
income
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Note 30 Jun 2012 30 Jun 2011

ASSETS

Non-current assets

Investments in associates 7 25,618 25,190

Deferred income tax assets 33 21

Total non-current assets 25,651 25,211

Current receivables

Other short-term receivables 1 1

Accrued income and prepaid expenses - 4

Total current receivables 1 5

Cash and cash equivalents 82 114

Total current assets 83 118

Total assets 25,734 25,329

EQUITY AND LIABILITIES

Shareholder's equity

Share capital 8 135 135

Shareholders' contribution 40,116 40,116

Retained earnings -14,530 -14,930

Total shareholder's equity 25,721 25,321

LIABILITIES

Current liabilites

Other short-term payables 5 -

Accrued expenses and deferred income 8 8

Total current liabilites 13 8

Total liabilities 13 8

Total  equity and liabilites 25,734 25,329

The Notes on pages 10 to 18 are an integral part of these consolidated financial statements.

EUR thousands

Statement of financial position
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Note 1 Jul 2011 -                  

          30 Jun 

2012

1 Jul 2010 -      

30 Jun 2011

Operating activities

Operating profit/loss before financial items 388 2,085

Other non-cash items:

-Revaluation of investments 7 -428 -2,121

Interest received - -

Income tax paid -  -1

-40 -36

Cash flows from changes in working capital

Increase (-) / decrease (+) in other current receivables 3 -

Increase (+) / decrease (-) in other current liabilities 5  -6

-32 -43

Cash flow for the period -32 -43

Cash and cash equivalents at the beginning of the period 114 157

Cash and cash equivalents at the end of the period 82 114

Total equity

-17,027 23,224

Total comprehensive income 2,097 2,097

-14,930 25,321

-14,930 25,321

Total comprehensive income 400 400

-14,530 25,721

The Notes on pages 10 to 18 are an integral part of these consolidated financial statements.

Opening equity, 1 July 2011

40,116135

135

Closing equity, 30 June 2011

Closing equity, 30 June 2012

Opening equity, 1 July 2010

Cash flows from current operations before changes in working capital

EUR thousands

EUR thousands Share capital Paid in                 

capital

Cash and cash equivalents in the Statement of Cash Flow correspond with 'Cash and cash equivalents' in the Statement of Financial 

position, and comprise bank balances.

-

Retained 

earnings, 

including total 

comprehen-sive 

income

- -

135 40,116

135

-

Cash flows from operating activities

40,116

40,116

Consolidated cash flow    
statement - Group

Consolidated statement of 
changes in equity - Group
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Note 1 Jul 2011 -                  

          30 Jun 

2012

1 Jul 2010 -      

30 Jun 2011

Revenue - -

Gross Profit - -

Administrative expenses 2 -38 -37

Unrealised changes in value of shares in associated companies 7 428 2,121

Operating profit/loss 390 2,084

Financial income 3 -2 4

Profit/loss before income tax 388 2,088

Income tax 4 12 9

Net profit/loss for the year 400 2,097

1 Jul 2011 -                  

          30 Jun 

2012

1 Jul 2010 -      

30 Jun 2011

400 2,097

Other comprehensive income - -

Total comprehensive income for the year 400 2,097

EUR thousands

EUR thousands

Net profit/loss for the year

The Notes on pages 10 to 18 are an integral part of these consolidated financial statements.

Income statement -
Parent Company

Statement of comprehensive 
income - Parent Company
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Note 30 Jun 2012 30 Jun 2011

ASSETS

Financial non-current assets

Participations in group companies 6 10 10

Participations in associated companies 7 25,618 25,190

Deferred tax receivables 34 21

Total non-current assets 25,662 25,221

Current receivables

Other current receivables - -

Accrued income and prepaid expenses - 4

Total current receivables - 4

Cash and cash equivalents

Cash 81 113

Total current assets 81 117

Total assets 25,743 25,338

EQUITY AND LIABILITIES

Shareholders' equity

Restricted equity

Share capital, 135 392 shares 8 135 135

Total restricted equity 135 135

Non-restricted equity

Share premium reserve 40,116 40,116

Retained earnings -14,931 -17,028

Profit/loss for the year 400 2,097

Total non-restricted equity 25,585 25,185

Total equity 25,720 25,320

LIABILITIES

Current liabilities

Other liabilities 15 10

Accrued expenses and prepaid income 8 8

Total current liabilities 23 18

Total liabilities 23 18

Total equity and liabilities 25,743 25,338

Pledged assets and contingent liabilities None None

The Notes on pages 10 to 18 are an integral part of these consolidated financial statements.

EUR thousands

Balance sheet -
Parent Company
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Note 1 Jul 2011 -                  

          30 Jun 

2012

1 Jul 2010 -      

30 Jun 2011

Operating activities

Operating profit/loss for the year 388 2,084

Non-cash items:

-Revaluation of investments 7 -428 -2,121

-40 -37

Cash flow from changes in working capital

2 -

7 -5

-32 -42

Cash flow for the period -32 -42

Cash and cash equivalents at the beginning of the period 113 155

Cash and cash equivalents at the end of the period 81 113

23,088 23,223

Total Comprehensive income for the year - 2,097 2,097

25,185 25,320

25,185 25,320

Total Comprehensive income for the year - 400 400

25,585 25,720

The Notes on pages 10 to 18 are an integral part of these consolidated financial statements.

Cash flows from operating activities

Increase (+) / decrease (-) in other current liabilities

135

135

Cash flow from current operations before changes in working capital

135

135

Cash and cash equivalents in the Cash flow Statement correspond with 'Cash and cash equivalents' in the Balance Sheet, and comprise 

bank balances.

EUR thousands

EUR thousands

Total equityRetained earnings, including 

net loss for the year

Restricted equity

Opening equity, 1 July 2010

Closing equity, 30 June 2011

Opening equity, 1 July 2011

Closing equity, 30 June 2012

Non-restricted equity

Share capital

Increase (-) / decrease (+) in other current receivables

Cash flow statement -
Parent Company

Change in equity-
Parent Company
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Note 1

Measurement basis for preparing the Parent Company and Group's financial reports 

Functional currency and presentation currency

Estimates and assumptions in the financial statements

New IFRS interpretation not yet adopted

Classification

Compliance with standards and legislation

The Swedish government has put a proposal to change the corporate tax rate from 26.3 to 22 percent from 1 January, 2013. A change 

of tax rate will affect the results and financial position of the Group positively as per 30 June 2013. If the tax rate had been 

implemented at 30 June, 2012 the effect on results and equity would have been positive 0,01 and 0,01 mEUR. A final calculation of 

the impact of a new tax rate will be completed once the tax rate change has been confirmed. 

Noncurrent assets and noncurrent liabilities consist predominantly of amounts expected to be used or paid more than 12 months after 

the statement of financial position date. Current assets and current liabilities consist predominantly of amounts expected to be 

utilised or paid within 12 months of the date of the statement of financial position. 

Accounting principles

Estimations and assumptions are regularly taken under review. Changes in estimations are reported in the period in which the change 

is made if the change effects only this period, or in the period in which the change is made and in subsequent periods if the change 

affects both the period in question and future periods. 

IFRS 9, Financial Instruments, is intended to replace IAS 39, Financial Instruments: Recognition and Measurement by 2015 onwards 

at the latest. The IASB has published the first of at least three parts which together will constitute IFRS 9. This first part deals with the 

classification and measurement of financial assets. 

A number of new standards, amendments to standards and interpretations are effective after the publication of these financial 

statements, and have not been applied in preparing these consolidated accounts. These are not judged to have any material effect on 

the consolidated accounts. 

The Parent Company's functional currency is euro (EUR), which is also the presentation currency for the Parent Company and the 

Group. Thus, all financial statement are presented in EUR. All amounts, unless stated otherwise, are rounded off to the nearest 

thousand. Note that certain figures may not total exactly due to rounding off.

Preparation of the financial reports in accordance with IFRS requires management to make estimates and assumptions affecting 

application of the accounting principles and the reported amounts of assets, liabilities, revenue and expenses. Actual outcome may 

differ from these estimates and assumtions, and the latter is reviewed regularly. The estimations and assumptions are based on 

historical experience and on a number of other factors which seem to be reasonable under the prevailing conditions. The results of 

these estimations and assumptions are subsequently used to assess the reported values of assets and liabilities which would not 

otherwise be clearly apparent from other sources. 

Assets and liabilities are reported at historic acquisition cost, except for certain financial assets, liabilities and investments, which are 

measured at fair value.

The accounting principles presented below have been consistently applied to all periods presented in the Group's financial 

statements, unless otherwise stated below. Furthermore, the Group's accounting policies have been consistently applied by Group 

companies. 

The Parent Company applies the same accounting principles as the Group, except in the instances presented below in the section 

“Parent Company's accounting principles.” Discrepancies arising between the Parent Company's and the Group's principles are due to 

restrictions on the application of IFRS in the Parent Company as a consequence of the Swedish Annual Accounts Act and the Income 

Tax Act.

These consolidated accounts have been prepared in accordance with the International Financial Reporting Standards (IFRS) issued 

by the International Accounting Standards Board (IASB) with the interpretative statements from the International Financial 

Reporting Interpretations Committee (IFRIC), such as have been approved by the Commission of the European Communities for 

application within the EU. Furthermore, the Swedish Financial Reporting Board recommendation RFR 1, Complementary accounting 

rules for groups, has been applied.

The annual report and the consolidated financial statements were approved for issue by the Board on 7 November 2012. The 

statement of comprehensive income and statement of financial position of the Group and Income Statement and Balance sheet of the 

Parent Company will be submitted to the shareholders' meeting for adoption on 11 December 2012. 

In accordance with IFRS 5, "Non current assets held for sale", all non current assets are tested at each Statement of Financial position 

date for indications that the  benefit of that asset is obtained through the asset's sale rather than through its continuous use in the 

business.  Such assets will be presented separately in the Statement of Financial position as "assets for sale". 

Notes to the financial                       
statements

Annual Report 2011/2012 East Capital Baltic Property Investors AB (publ)

10



Consolidated accounts

Subsidiary

Transactions eliminated on consolidation

Foreign currencies

Transactions in foreign currencies 

Income

Financial income and expenses

Financial instruments

Classification of financial assets and liabilities

All financial assets and liabilities are classified into the following categories:

a) Financial assets and liabilities at fair value through profit or loss

b) Held-to-maturity investments 

c) Loans and receivables

d) Available-for-sale financial assets

e) Other financial liabilities

Includes financial liabilities not held for trading.

Accounting and valuation

Assets with fixed or determinable payments. Liquid assets, accounts receivable and receivables are included in this category. 

Subsidiary is a company under the controlling influence of East Capital Baltic Property Investors AB (publ.). Controlling influence 

means the direct or indirect right to govern the financial and operating policies of an entity so as to obtain financial benefit. In 

assessing whether controlling influence exists, potential shares which convey voting rights and which can be converted or utilised 

without delay shall be taken into consideration. Subsidiaries are accounted for using the purchase method. In accordance with this 

method, an acquisition is treated as a transaction in which the Group indirectly acquires the subsidiary's assets and assumes its 

liabilities and contingent liabilities. 

Financial instruments are valued and recognised in the consolidated accounts in accordance with the stipulations of IAS 39. 

Borrowings and investments are recognised when the transaction is executed (settlement date accounting), while derivative 

instruments are recognised when the agreement has been entered into (trade date accounting). A financial asset or liability is 

recognised in the statement of financial position when the company becomes party to the terms and conditions of the instrument. 

Accounts receivable are recognised in the balance sheet when the invoice has been sent. Liabilities are recognised when the 

counterparty has performed and a contractual obligation of payment exists, regardless of whether an invoice has been received.  

The consolidated cost is determined by an acquisition analysis at the time of the business combination. In such analysis, the cost of 

the business combination is established, as are the fair values of recognised identifiable assets, liabilities and contingent liabilities. 

The difference between the cost of the shares of the subsidiary and the fair value of the acquired assets, assumed liabilities and 

contingent liabilities constitute, if the difference is positive, consolidated goodwill. When the difference is negative, it is recognised 

directly in the Statement of Comprehensive Income. Transaction expenditure is expensed and the effects of restating liabilities related 

to conditional purchase prices are reported as a revenue or cost in Comprehensive Income. 

The financial statement of subsidiary is consolidated from the date of the acquisition until the date when control ceases. 

Transactions in currencies other than EUR are translated into the functional currency using the exchange rate prevailing on the 

transaction date. The functional currency is the currency in the primary economic environment in which the companies operate. 

Monetary assets and liabilities denominated in foreign currencies are translated to the functional currency at the closing rate of 

exchange. Exchange rate differences arising on currency translations are recognised in comprehensive income. Non-monetary assets 

and liabilities are recognised at historical acquisition cost translated at the exchange rate on the transaction date. The values of non-

monetary assets and liabilities reported at fair value are translated into the functional currency at the exchange rate prevailing at the 

date of measurement, and changes in exchange rates are subsequently recognised in the same manner as other changes in value 

attributable to assets or liabilities.

Interest income on receivables and interest expenses on liabilities are calculated applying the effective interest method. Effective 

interest is the amount of interest making the current value of all estimated future receipts and payments during the expected fixed-

interest term equal to the reported value of the receivable or liability. Interest income includes the allocated amount of transaction 

costs and any discounts, premiums and other differences between the original value of the receivable and the amount to be received 

on maturity.

Interest expenses include the allocated amount of share issue expenses and similar direct transaction costs for loans raised. Interest is 

calculated based on the average weighted borrowing costs for the Group.

Financial income and expenses comprise interest income from bank balances, receivables and interest-bearing securities, and interest 

expenses on borrowings, dividends, exchange rate differences, unrealised and realised gains on financial investments and derivative 

instruments used within the financial operations. 

Intra-Group balances and any unrealised income and expenses or gains and losses from intra-Group transactions, are eliminated in 

preparing the consolidated financial statements. 
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Participations in associated companies in investment operations

Interest income and interest expenses

Cash and bank balances

Interest-bearing assets and securities

Accounts receivable - trade

Accounts payable - trade

Impairment

Provisions

In accordance with IAS 39, participations in associated companies in investing operations are recognised in the consolidated accounts 

at fair value with changes in value reported in the statement of comprehensive income. This is based on the exemption in IAS 28, 

paragraph 1, and, consequently, share-based investments in which the Group has a significant influence are reported according to IAS 

39. 

Interest-bearing assets and securities are valued on a current basis at amortised cost with application of the effective interest method.

Interest income and interest expenses on financial instruments are recognised in the statement of comprehensive income in the 

period to which the amount refers. Interest income on receivables and interest expenses on liabilities are calculated using the effective 

interest method. Effective interest is the amount of interest making the current value of all estimated future receipts and payments 

during the expected fixed-interest term equal to the reported value of the receivable or liability. Interest income includes allocated 

amounts of transaction costs and any discounts, premiums or other differences between the original value of the receivable and the 

amount received upon maturity.

The valuation is based on the ”International Private Equity and Venture Capital Valuation Guidelines,” which were created and 

published jointly by the risk capital organisations EVCA, BVCA and AFIC.

Accounts receivable - trade are valued on a current basis at amortised cost, as the accounts receivable have short expected durations 

and valuation takes place at nominal amounts, with no discounting. Receivables are recognised in the amounts which, according to 

individual assessments of the risk for bad debt losses, are expected to be received.

The fair value of shares in associated companies is equivalent to the Group’s share of the underlying net assets in the associated 

company. Associated companies’ consolidated financial statements are prepared in accordance with IFRS. 

A financial asset (or part thereof) is removed from the statement of financial position when the rights in the agreement are realised or 

expire, or when the company has transferred substantially all the risks and benefits associated with ownership. A financial liability (or 

part thereof) is removed from the statement of financial position when the obligation specified in the agreement is discharged or in 

any other manner extinguished. A financial asset or financial liability are offset and recognised with a net amount in the statement of 

financial position only when there is legal right to offset and when it is intended to settle the item with a net amount or to 

simultaneously realise the asset and settle the liability.

Accounts payable - trade are valued on a current basis at amortised cost. As the accounts payable have a short expected duration, 

valuation takes place at nominal amounts, with no discounting. 

If there is an indication that an asset recognised in the Group has a high carrying value, an analysis is performed in which the 

recoverable amounts of individual or naturally connected types of assets are established as the higher of net realisable value and value 

in use. The value in use is measured as the expected future discounted cash flow. Impairment comprises the difference between the 

carrying amount and the recoverable amount. A write-down is reversed if there is a change in the conditions used to determine the 

recoverable amount. The amount of a reversal may increase the carrying amount only up to the carrying amount that would have been 

recognised had the initial write-down not taken place, taking into consideration depreciation.

A provision for restructuring is reported when the Group has established an explicit, formal restructuring plan and restructuring has 

either begun or been publicly announced. No provision is established for future operating expenses.

A provision is recognised in the statement of financial position when the Group has an existing legal or constructive obligation as a 

result of past events, when it is likely that an outflow of resources will be required to settle the obligation and when the amount can be 

estimated reliably. When the point in time at which payment is to take place has a material effect, the amount of the provision is 

calculated via discounting of the expected future cash flow to an interest rate before taxes which reflects the relevant market 

assessments of the effect of the time value of money and, if applicable, the risks associated with the liability.

The carrying values of the Group’s assets and liabilities are tested at each statement of financial position date for indications of 

impairment. IAS 36 is applied for impairment testing of assets other than financial instruments, assets held for sale and disposal 

groups reported according to IFRS 5, and deferred tax assets. If there is any indication of impairment, the asset’s recoverable amount 

is assessed in accordance with IAS 36 as the highest of value in use and net realisable value. The values of the assets excepted above 

are tested in accordance with the respective standard.

Cash and cash equivalents include cash and immediately available bank balances. Overdraft facilities are classified among borrowings 

under current liabilities. Cash and bank balance are recognised at nominal value. 
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Income tax

Contingent liabilities

Earnings per share

Cash flow statement

Company’s accounting principles 

Subsidiaries and associated companies

Financial instruments

The Swedish tax code permit Group contributions to be rendered and received by Swedish corporations, subject to special 

restrictions, with the contribution becoming taxable for the recipient and tax deductible for the rendering entity. In accordance with 

pronouncement UFR 2, issued by the Swedish Financial Reporting Board (RPR), Group contributions are reported according to their 

economic significance. This entails that Group contributions rendered and received in order to minimise the Group's total tax are 

reported directly against retained earnings, less the current tax effect of the transaction. 

Earnings per share is calculated are calculated for ordinary shares , as preferential shares are not entitled to dividends from reported 

profits. The pro rata right to the earnings serves as a basis for the allocation of the profit for the year . The result allocated to ordinary 

share is divided by the number of ordinary shares. 

Participations in subsidiaries and associated companies are recognised in the Parent Company in accordance with the cost method. 

Only dividends are recognised as income and only when such dividends are attributable to profit earned subsequent to acquisition. 

Income tax comprises current and deferred tax. Income tax is reported in the statement of comprehensive income, except when the 

underlying transaction, such as a Group contribution, is reported directly against equity. In such cases, associated tax effects are 

reported in equity. Current tax is tax which is to be paid or received regarding the current year, and adjustments of previous years’ 

current taxes. Deferred tax is calculated according to the balance sheet method on all temporary differences between the reported and 

tax values of assets and liabilities, applying the tax rates which have been determined or which have been announced as per the 

balance sheet date. Temporary differences are not considered in goodwill arising on consolidation or in differences attributable to 

subsidiaries and associated companies which are not expected to be taxed within the foreseeable future. In legal entities, untaxed 

reserves are reported including deferred income tax liabilities.

The cash flow statement has been prepared in accordance with the indirect method. This implies that the net profit/loss is adjusted 

for transactions which do not result in receipts or payments during the period, and for any income or expenses attributable to cash 

flow from investing or financing activities.

The Company applies the same accounting principles as the Group, unless otherwise specified below. The variances arising between 

the Company's and the Group's principles result from limitations in the possibility of applying IFRS in the Company as a result of the 

Swedish Annual Accounts Act (SFS 1995:1554) and the Income Tax Act.

The Company has prepared its annual report in accordance with the Swedish Annual Accounts Act and the Swedish Financial 

Reporting Board recommendation RFR 2, Accounting for Legal Entities, as well as the pronouncements of the Swedish Financial 

Reporting Board for listed companies. Application of RFR 2 stipulates that, in its preparation of the annual report for the legal entity, 

the Company apply all of the IFRS and interpretive statement approved by the European Union to the extent possible within the 

framework of the Swedish Annual Accounts Act and with consideration for the relationship between reporting and taxation.  The 

recommendation states which exceptions from and additions to IFRS which must be undertaken. 

A contingent liability is recognised when there is a possible obligation which arises from past events and whose existence is confirmed 

by one or more uncertain future events, or when there is a commitment which is not reported as a liability or provision due to the fact 

that it is unlikely that an outflow of resources will be required.

The Parent Company does not apply the valuation rules of IAS 39. Current financial assets are valued according to the lower of cost 

and net realisable value. Non-current financial assets are valued at acquisition cost with reduction for any impairment if the value at 

balance sheet date is lower than book value and this decrease in value is assessed to be permanent. Participations in subsidiaries and 

joint ventures are recognised in the Parent Company in accordance with the cost method. Only dividends are recognised as income 

and only when such dividends are attributable to profit earned subsequent to acquisition. 

Deferred tax assets attributable to deductible temporary differences and tax loss carry-forward are recognised only to the extent it is 

likely that they will be utilised and result in lower tax payments in the future. Deferred tax assets and deferred tax liabilities in the 

same countries are reported net.

Swedish tax legislation allows companies to postpone tax payments by carrying out provisions to untaxed reserves in the Statement of 

Financial position via the Statement of Comprehensive Income item "Appropriations". In the consolidated Statement of Financial 

position, these provisions are treated as temporary differences, that is to say allocated between consolidated Statement of 

Comprehensive Income and equity. Changes in untaxed reserves are reported in the consolidated Statement of Comprehensive 

Income, allocated between deferred tax and profit/loss for the year.
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Private equity investments and financial investments

Important accounting estimations and assessments

Participations in associated companies in investment operations

Deferred tax assets

Taxation of unrealised increases in the value of participations in associated companies

Note 2

2011/2012 2010/2011

Audit services

KPMG -11 -8

Total -11 -8

Other services

KPMG - -

Total - -

2011/2012 2010/2011

Audit services

KPMG -11 -10

Total -11 -10

Other services

KPMG - -

Total - -

Note 3

2011/2012 2010/2011

Interest income and expenses on bank balances  -3 4

Net exchange rate differences 1 -

Total  -2 4

2011/2012 2010/2011

Interest income on bank balances  -3 4

Net exchange rate differences 1 -

Total  -2 4

Remuneration to auditors

Financial income and expenses

EUR thousands

GroupEUR thousands

Parent company

Participations in the associated company, East Capital Baltic Property Fund AB (publ), are considered to be shares held for business 

purposes. As dividends and profit from sales of shares held for business purposes are tax-free, the Group does not provide for any 

possible taxes on unrealised increases in the values of these participations.

EUR thousands

In assessing the fair value of investment properties, there is always a certain degree of uncertainty. The value is affected by many 

different factors, such as estimated rent levels, occupancy rates, the level of expected operating and maintenance costs, and yield 

requirements prevailing in the markets for different types of properties in different locations at the time of valuation.  In addition, 

changes in the business environment can result in the need to reassess assumptions made during valuation.  

All relevant variables are assessed on the basis of market events such as transactions and changes in rent levels.

Deferred tax assets attributable to tax loss carry-forward are recognised only to the extent it is likely that such assets can be utilised to 

reduce tax payments in the future. It is management’s assessment that the Group, within the foreseeable future, will generate a fiscal 

surplus that will exceed the existing tax loss carry-forward. For this reason, deferred tax assets have been recognised in the full 

amount in the statement of financial position for both the Company and the Group.

Holdings of shares and participations classified as fixed assets are reported, on an individual basis, at the lowest of acquisition cost 

and fair value. Items are written down on an individual basis when a reduction in value is deemed to be permanent.

In accordance with IAS 28, paragraph 1, participations in associated companies are reported at fair value in the consolidated 

accounts. Consequently, consolidation according to the equity method no longer takes place, and associated companies are recognised 

at a value that is more accurate for the Group. In the associated company, East Capital Baltic Property Fund AB (publ) (consolidated), 

a fair value measurement is also made regarding its primary value-impacting balance sheet item, investment properties. 

EUR thousands

Parent company

Valuation is based on an five-year cash flow model in which the net earning capacity is discounted to a current value. The model is 

founded on annual cash flow based on existing income and expenses adjusted for expected changes in rent levels, occupancy rates and 

property costs. The total estimated fair value is subsequently calculated via a discounted cash flow over the five-year period. The value 

also includes a discounted cash flow from a potential sale during the 6th year and exercising of any rights associated with the property. 

Group
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Note 4

2011/2012 2010/2011

Current tax - -

Deferred tax 12 8

Total 12 8

Reconciliation of effective tax

Profit/loss before tax 388 2,089

Tax according to current tax rate for Parent Company, 26,3% (26,3%) -102 -549

Tax effect on non-taxable income/non tax-deductible expense 114 558

Total tax income (-)/-cost (+) 12 8

The weighted average tax rate was 0%

2011/2012 2010/2011

Current tax 12 9

Deferred tax - -

Total 12 9

Reconciliation of effective tax

Profit/loss before tax 388 2,088

Tax according to current tax rate for Parent Company, 26,3% (26,3%) -102 -549

Tax effect on non-tax deductible expenses 114 558

Total tax income (-)/-cost (+) 12 9

The weighted average tax rate was 0%

Note 5

2011/2012 2010/2011

Before and after dilution - ordinary shares

Profit/loss attributable to the Parent Company's ordinary shareholders (Euro) 399,809 2,097,409

Weighted average number of outstanding ordinary shares 80,392 80,392

 Earnings per share before and after dilution (Euro) 4,97 26,09

Note 6

30 Jun 2012 30 Jun 2011

Opening book value 10 10

Changes - -

Closing book value 10 10

Parent company has the following subsidiaries:

Number of 

shares

Book value         

30 Jun 2012

Book value   

30 Jun 2011

1,000 100 10 10

Total 10 10

Income tax

EUR thousands

Earnings per share

Participation in group companies

EUR thousands

ABPF Investors AB, corp id no. 556674-0907, 

Stockholm, Sweden

Series B shares do not entitle their holders any right to dividends. Consequently, all dividends go to the holders of the ordinary shares.

Group

GroupEUR

EUR thousands

Shares of equity 

and voting power 

as %

The non-taxable income refers to increases in the value of shares in and dividends from associated companies. As these shares are 

shares held for business purposes, dividends and profit from sales are non-taxable income.

Parent company

Parent company
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Note 7

30 Jun 2012 30 Jun 2011

Opening book value 25,190 23,069

Unrealised changes in value 428 2,121

Closing book value 25,618 25,190

30 Jun 2012 30 Jun 2011

Opening book value 25,190 23,069

Unrealised changes in value 428 2,121

Closing book value 25,618 25,190

Number of 

shares

Voting 

power

Book value         

30 Jun 2012

Book value    

30 Jun 2011

The group and the Parent company have the following associated companies:

4,010 72.8 % 3,5% 25,618 25,190

Total 25,618 25,190

Note 8

30 Jun 2012 30 Jun 2011

80 80

55 55

135 135

According to the Board’s policy, the company’s financial goal is to have a good capital structure with financial stability and thereby 

maintain the confidence of  investors, lenders and the market, at the same time as this forms a basis for the on-going development of 

the operations. Capital is defined as total equity. A financial goal for the Company is to return a yearly dividend yield of 4-6%. 

Neither the Parent Company nor the subsidiary are under external capital requirements.

Annual return on equity of at least 15% has been set up as a target for the company. The result for the year means a return on equity of 

1.6 % (8.3%).

EUR thousands

EUR thousands

EUR thousands Parent company

Participation in associated companies

Share capital

corp id no. 556674-0915, Stockholm, Sweden

The associated company East Capital Baltic Property Fund AB (publ), reported for the period 1 July 2011 - 30 June 2012 a negative 

result of EUR 0,04 million and as of 30 June 2012 an equity of EUR 23,5 million.

The Parent Company is considered to have a significant influence over East Capital Baltic Property Fund AB (publ) and thus it is 

accounted for as an associated company. The significant influence is exercised through the contractual arrangements with East 

Capital Real Estate AS and the other shareholders of East Capital Baltic Property Fund AB (publ).  In addition, the Parent Company’s 

main business activities are related to its participation in East Capital Baltic Property Fund AB (publ).

Group

Series B shares with a nominal value of EUR 1 per share 

Shares                             

    of equity

East Capital Baltic Property Fund AB (publ) 

Asset management

Ordinary shares with a nominal value of EUR 1 per share

The total number of ordinary shares amounts to 80,392 (80,392) shares with a nominal value of 1 Euro (1 Euro) per share.  The 

number of series B shares amounts to 55,000 (55,000) shares with a nominal value of 1 Euro (1 Euro) per share. 

Share capital
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Note 9

Total carrying 

amount

Fair value

25,618 - 25,618 25,618

25,618 - 25,618 25,618

Other liabilities - - -

Total - - -

25,190 - 25,190 25,190

Total 25,190 - 25,190 25,190

Other liabilities - - -

Total - - -

Total carrying 

amount

Fair value

25,629 - 25,629 25,629

Total 25,629 - 25,629 25,629

Other liabilities 15 15 15

Total 15 15 15

25,200 - 25,200 25,200

Total 25,200 - 25,200 25,200

Other liabilities 10 10 10

Total 10 10 10

Note 10

Liquidity risk

Market risk

 The company is exposed to financial risk, mainly liquidity risks, interest rate risks, currency risks and credit risks. The financial 

policy is determined by the Board. The operative responsibility for the Group’s borrowing, cash management and financial risk 

exposure lies with the management company East Capital Real Estate AS, a wholly owned subsidiary of East Capital Holding AB. The 

financial policy is reviewed by way of reporting to the Board on a regular basis.

Total

Financial assets and liabilities at fair value

Financial                       

assets 

Other       

receivables

Other 

financial 

liabilities

2011/2012                                  

        EUR thousands

Group

Financial investments

2010/2011                                

      EUR thousands

Group

Financial risks

Interest rate risk

The Group’s expenses and cash flow are primarily known and addressed in the normal budget process. Liquidity risk is deemed to be 

low.

Interest rate risk refers to the risk for changes in interest rates and the effects of this on the Group’s borrowing costs. The Group has 

no interest-bearing loans, and, therefore, interest rate risk is very low.

The Baltic currencies are connected to ERM2, an exchange rate mechanism that only allows currencies to fluctuate against the Euro 

within a specific interval compared to the Euro. Estonia was formally accepted in the EURO zone by 1st January 2011 and have been 

pegged to the EUR since 2004. Latvia and Lithuania have managed to keep fixed exchange rates even during the turbulence in 2008 

and 2009 and since 2010 the currency risks have been reduced significantly. Taken the above into consideration, the Group's currency 

risk is low. 

The Group’s functional and presentation currency is the Euro (EUR), which is also the denomination of almost all of the statement of 

financial position items and the cash flow. In the associated company in which investments have been made, the vast majority of 

exposure is in EUR, but also minor exposures in  Latvian Lats (LVL)  and Lithuanian Litas (LTL). 

Currency risk

2010/2011                                

      EUR thousands

Parent 

company

Financial investments

Financial investments

Financial investments

2011/2012                                  

        EUR thousands

Parent 

company

Financial                                 

         assets 

Other         

receivables

Other 

financial 

liabilities

Accounts receivables and payables

 The fair value of accounts payable - trade with remaining terms of less than 12 months is considered to be equivalent to carrying 

amount. Accounts payable - trader with remaining terms exceeding 12 months are discounted in connection with the determination of 

fair value.
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Sweden Total

Cash and bank balances as currency rate is changed +/- 1.0% - -

Note 11

Note 12

No significant events have occurred after year end. 

Stockholm, 7 November 2012

Biljana Pehrsson Magnus Lekander

Chairperson of the Board Managing Director

Kestutis Sasnauskas Gert Tiivas

Member of the Board Member of the Board

Our audit report was presented 8 November 2012

KPMG AB

Carl Lindgren

Authorised Public Accountant

No remuneration has been paid to the Board of Directors of the company during the financial year.

The Manging director is Magnus Lekander, who is employed as General Counsel by East Capital Holding AB. Mr Lekander holds 

several positions as managing director or board member in a number of companies related to East Capital or its fund products. All 

these positions are held pursuant to Mr Lekander's employment wihtin East Capital. 

At financial year-end, East Capital Baltic Property Fund Investors AB has outstanding receivables of EUR 0 (EUR 0) from East 

Capital Baltic Property Fund AB (publ). 

All companies related to East Capital are considered to be related parties. No other significant transactions have been made between 

the group and other related parties. 

As the Group does not provide any credit or grant any loans, credit risk is essentially non-existent.

The Chairperson of the board, Biljana Pehrsson is employed by East Capital Private Equity AB and is a board member of the following 

affiliated companies; East Capital Baltic Property Fund AB (publ) (chairperson), East Capital Real Estate AS (chairperson), Cantik 

Enterprises Ltd, Henryland Group Ltd and Vasallen AB. The board member Gert Tiivas is employed by East Capital International AB, 

estonian branch and is a board member of the following affiliated companies; East Capital Baltic Property Fund AB (publ), East 

Capital Real Estate AS and EEDF AG. The board member Kestutis Sasnauskas is employed by East Capital Private Equity AB and is a 

board member of the following affiliated companies; East Capital Baltic Property Fund AB (publ), East Capital Holding AB, Cantik 

Enterprises Ltd, Henryland Group Ltd, East Capital EFI AB, ECPUF AB, East Capital International AB, East Capital PCV 

Management AB, Ruty Invest AB, SN Intressenter AB, East Capital Alternative Investments (Cayman) Ltd and East Capital EFI II AB.

According to the management agreement between East Capital Real Estate AS, East Capital Baltic Property Fund AB (publ) and the 

Parent Company, East Capital Real Estate AS provides some services to the Parent Company, primarily related to the current 

management of excess liquidity and accounting. Compensation for these services is included in the management fee paid by East 

Capital Baltic Property Fund AB (publ) to East Capital Real Estate AS, in total EUR 1.4 m annually. This cost is borne solely by East 

Capital Baltic Property Fund AB (publ). 

The Parent Company has a controlling influence over its subsidiary, see Note 6. Furthermore, as the Parent Company has a significant 

influence over East Capital Baltic Property Fund AB (publ), this is considered to be an associated company to the Parent Company 

and, therefore, is considered to be a related party to the Parent Company and the Group, see Note 7.   

Related party transactions

Significant events after the financial year

Credit risk

Sensitivity analysis

Amount in EUR thousands

Change in statement of 

financial position
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