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IMPORTANT INFORMATION FOR INVESTORS 

This Securities Note does not constitute an offer to sell or a solicitation of an offer to buy any security or 

a public offer of securities and is meant solely for the purposes of admission to trading of the Issue 

Shares on the main market of the Prague Stock Exchange. The delivery of this Securities Note shall not 

under any circumstances imply that there has been no change in the affairs of the Company or any of its 

subsidiaries or the Company and its subsidiaries taken as a whole (the ñGroupò) or that the information 

contained herein is correct as of any date subsequent to the earlier of the date hereof or any date 

specified with respect to such information. 

This Securities Note has been prepared by the Company in connection with the application for admission to 

trading of the Issue Shares on the main market of the Prague Stock Exchange and solely for the purpose of 

enabling a prospective investor to consider an investment in the Issue Shares on the main market of the Prague 

Stock Exchange. Reproduction and distribution of this Securities Note or revelation or use of the information 

contained herein for any other purpose is prohibited. The information contained in this Securities Note has been 

provided by the Company and other sources identified herein. No person has been authorised to give any 

information or to make any representation not contained in the Securities Note in connection with the 

admission and listing of the Issue Shares and, if given or made, any such information or representation should 

not be relied upon as having been authorised by the Company. 

In making an investment decision, investors must rely on their own examination of the Company and the 

Group, including the merits and risks involved. Any decision to purchase the Issue Shares should be based 

solely on the information contained in the Prospectus as a whole. Information on the Companyôs website, any 

website mentioned in the Prospectus or any website directly or indirectly linked to the Companyôs website is 

not, unless explicitly stated herein, incorporated by reference into the Prospectus and any decision to purchase 

the Issue Shares should not be made in reliance on such information. 

Prospective investors should not rely on any financial, operational information, financial projections and other 

information regarding the Company other than that which appears in the Prospectus or which has been made or 

authorised by the Company. 

Neither the Company nor any of its representatives make any representation to any offeree or purchaser of the 

Issue Shares regarding the legality of an investment by such offeree or purchaser under appropriate legal 

investment or similar laws. Each investor should consult with their own advisers as to the legal, tax, business, 

financial and related aspects of the purchase of the Issue Shares. The distribution of this Securities Note and the 

offer and sale of the Issue Shares may, in certain circumstances, be restricted by law. Persons who come into 

possession of this Securities Note are required by the Company to comply with any such restrictions. For a 

further description of certain restrictions on the offer and sale of the Issue Shares, see ñSelling Restrictionsò. 

This Prospectus relates to, and has been prepared in accordance with, the Luxembourg law of 10 July 2005 

concerning Prospectuses for Securities and for the purpose of the listing and admission to trading of the Issue 

Shares on the main market of the Prague Stock Exchange. 

This Prospectus has been prepared on the basis that, once it has been approved under the Prospectus Directive 

(No. 2003/71/EC), the Issue Shares will be listed and admitted to trading on the main market of the Prague 

Stock Exchange. Any person making or intending to make any offer within the European Economic Area of 

the Issue Shares should do so in circumstances in which (i) such offer does not constitute an offer to the public 

or (ii) no obligation arises for the Company under the Prospectus Directive (No. 2003/71/EC), as implemented 

in member states of the European Economic Area to produce a prospectus for such offer. The Company has not 

and does not authorise the making of any offer of Issue Shares through any financial intermediary. 

THE ISSUE SHARES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES 

ACT OR THE SECURITIES LAWS OF ANY OTHER STATE OR JURISDICTION. SUBJECT TO 

CERTAIN EXCEPTIONS, THE ISSUE SHARES MAY NOT BE OFFERED OR SOLD WITHIN THE 

UNITED STATES. FOR A DESCRIPTION OF THESE AND CERTAIN FURTHER RESTRICTIONS ON 

OFFERS, SALES AND TRANSFERS OF THE ISSUE SHARES AND THE DISTRIBUTION OF THIS 

SECURITIES NOTE, REGISTRATION DOCUMENT OR SUMMARY OR ANY OFFERING MATERIAL 

NI ANY JURISDICTION WHERE ACTION FOR THAT PURPOSE IS REQUIRED, SEE ñSELLING 

RESTRICTIONSò. 

For a more detailed description of selling restrictions that are applicable in respect of investors in the United 

States, the United Kingdom, the European Economic Area, the Czech Republic and Italy, see ñSelling 

restrictionsò. 
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1 GENERAL INFORMATION  

1.1 Forward-looking statements 

This Securities Note contains statements under the caption ñRisk Factorsò or elsewhere 

which are, or may be deemed to be, ñforward-looking statementsò. In some cases, these 

forward-looking statements can be identified by the use of forward-looking terminology, 

including the words ñbelievesò, ñestimatesò, ñanticipatesò, ñexpectsò, ñintendsò, ñtargetsò, 

ñmayò, ñwillò, ñplansò, ñcontinueò or ñshouldò or, in each case, their negative or other 

variations or comparable terminology or by discussions of strategies, plans, objectives, goals, 

future events or intentions. The forward-looking statements contained in this Securities Note 

include certain ñtargetsò. These targets reflect goals that the Company is aiming to achieve 

and do not constitute forecasts. 

The forward-looking statements contained in this Securities Note include all matters that are 

not historical facts and include statements regarding the Companyôs intentions, beliefs or 

current expectations concerning, among other things, the results of operations, financial 

condition, liquidity, prospects, growth, strategies and dividend policy and the industry and 

markets in which the Company operates. By their nature, forward-looking statements involve 

known and unknown risks and uncertainties because they relate to events, and depend on 

circumstances, that may or may not occur in the future. Forward-looking statements are not 

guarantees of future performance. Prospective investors should not place undue reliance on 

these forward-looking statements. 

Many factors could cause the actual results, performance or achievements of the Company to 

be materially different from any future results, performance or achievements that may be 

expressed or implied by such forward-looking statements. The factors that could affect the 

future results, performance or achievements of the Company include: 

Å the Companyôs ability to obtain suitable sites for development; 

Å the Companyôs ability to successfully, within acceptable financial parameters, 

complete its development projects; 

Å the Companyôs ability to successfully acquire new property for its investment portfolio; 

Å the Companyôs ability to rent the properties in its investment portfolio; 

Å macroeconomic factors, in particular rising interest rates and economic growth in the 

countries in which the Company operates; 

Å governmental factors, including the costs of compliance with regulations and the 

impact of regulatory changes; and 

Å other risks, uncertainties and factors inherent in the Companyôs business, such as 

construction risk, rent cycles, vacancy risks and maintenance risks. 

Should one or more of these risks or uncertainties occur, or should underlying assumptions 

prove incorrect, actual results may vary materially from those described in this Securities 

Note as anticipated, believed, estimated or expected. 

1.2 Presentation of financial information 

The Company presents its financial statements in euro, unless otherwise specified or the 

context otherwise requires. References to ñeuroò or ñEURò or ñúò are to the currency of the 

member states of the European Union participating in the third stage of the European 

Economic and Monetary Union. 

1.3 Industry and market data  

Information regarding markets, market size, market share, market position, growth rates and 

other industry data pertaining to the Companyôs business contained in this Securities Note 

consists of estimates based on data reports compiled by professional organisations and 

analysts, on data from other external sources, and on the Companyôs knowledge of sales and 
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markets. In certain cases, there is no readily available external information (whether from 

trade associations, government bodies or other organisations) to validate market-related 

analyses and estimates, requiring the Company to rely on internally developed estimates. 

While the Company has compiled, extracted and reproduced market or other industry data 

from external sources, including third parties or industry or general publications, the 

Company has not independently verified that data. Information in this Securities Note which 

is based on third-party sources has been accurately reproduced and, as far as the Company is 

aware and is able to ascertain from information published by that third party, no facts have 

been omitted which would render the reproduced information inaccurate or misleading. 

Subject to the foregoing, the Company cannot assure investors of the accuracy and 

completeness of, or take any responsibility for, such data. The source of such third-party 

information is cited whenever such information is used in this Securities Note. 

While the Company believes its internal estimates to be reasonable, such estimates have not 

been verified by any independent sources and the Company cannot assure potential investors 

as to their accuracy or that a third party using different methods to assemble, analyse or 

compute market data would obtain the same result. The Company does not intend, and does 

not assume, any obligations to update industry or market data set forth in this Securities 

Note. Finally, behaviour, preferences and trends in the marketplace tend to change. As a 

result, investors should be aware that data in this Securities Note and estimates based on that 

data may not be reliable indicators of future results. 

1.4 Information contained in this Securities Note 

The Company is responsible for the information contained in this Securities Note and 

declares that, having taken all reasonable care to ensure that such is the case, the information 

contained in this Securities Note is, to the best of its knowledge, in accordance with the facts 

and contains no omission likely to affect its import. The Company accepts responsibility 

accordingly. 

1.5 Constitutional information  

The Company is a joint stock company (société anonyme) incorporated under Luxembourg 

law on 1 July 1998.  The duration of the Company is indefinite.  The registered office of the 

Company is at 9 rue du Laboratoire, L-1911 Luxembourg, Grand Duchy of Luxembourg.  

The telephone number of the Company is +352 26 97 61 65 and the fax number is +352 26 

89 74 04.  The Company is registered with the Luxembourg Register of Commerce and 

Companies, the Grand Duchy of Luxembourg, under Ref. No. B 65 153.  All corporate 

records of the Company are kept at its registered office. 
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2 RISK FACTORS 

Prospective investors should carefully review and consider the following risk factors and the other 

information contained in this Prospectus prior to making any investment decision with respect to the 

Issue Shares. The occurrence of one or more of these risks alone or in combination with other 

circumstances may have a material adverse effect on the Companyôs business, financial condition, 

results of operations or prospects. 

The risks set out below are not complete or exhaustive and therefore may not be the only risks the 

Group is exposed to. The order in which the risks are presented below does not reflect the likelihood 

of their occurrence or the magnitude or significance of the individual risks. Additional risks and 

uncertainties of which the Company is not currently aware or which it does not consider significant 

at present could likewise have a material adverse effect on the Companyôs business, financial 

condition, results of operations or prospects. The market price of the Issue Shares could fall if any of 

these risks were to materialise, in which case investors could lose all or part of their investment. 

Investors should only purchase Issue Shares for inclusion in a broadly diversified portfolio. Those 

investors who have any reservations regarding the content of the Prospectus should contact their 

stockbroker, bank, lawyer, tax adviser or financial adviser. The information in the Prospectus is not 

equivalent to the professional advice from the persons mentioned above. 

2.1 Returns on the Issue Shares may be limited to capital appreciation. 

The Company has not paid any dividends to its Shareholders in the past. If the board of 

directors of the Company decides not to declare and pay dividends, the returns on 

investments in the Issue Shares in the foreseeable future may be limited to capital 

appreciation, if any.  The Company does not intend to make any dividend payments to its 

shareholders in 2009.  Should the Company declare a dividend in the future, the Company 

will make an announcement of such dividend payment to investors by way of public 

announcement on its website (www.ecm.cz) and as otherwise required in accordance with 

applicable legislation. 

2.2 The price of the Issue Shares can prove to be volatile. 

The market price of the Issue Shares depends to a large extent on the value of the Companyôs 

real estate portfolio. After the issue of the Issue Shares, the price of the Issue Shares may be 

subject to volatility due in particular to variations in the Companyôs actual or forecasted 

operating results, changes in profit forecasts or a failure to meet the profit expectations of 

securities analysts, a decrease in the market value of the Companyôs portfolio, general 

economic conditions and other factors. The general volatility of share prices, in particular 

within the real estate sector, may also lead to price pressure on the Issue Shares without there 

necessarily being a reason for this in the business or in the earnings outlook of the Company. 

Because the Company invests in properties in markets that are generally considered to be 

less mature than Western European property markets, the price of the Issue Shares may be 

more volatile than the price of shares of other publicly traded real estate companies that 

concentrate their investments in Western European markets. Significant decreases in the 

price of the Issue Shares could result from political or economic developments in the region 

where the Company invests, rather than any change in the Companyôs property or business 

per se. 

2.3 The Companyôs Shareholders could suffer a total loss in the value of their shares in the 

event of the Companyôs insolvency. 

In the event of insolvency of the Company, its financial and trade creditors will be entitled to 

receive payment from the Companyôs assets before any assets are distributed to its 

Shareholders. Most of the Companyôs properties have been pledged as collateral for debt 

financing and are encumbered with mortgages. If the Company were to be declared 

bankrupt, there is a high likelihood that all or substantially all of the Companyôs assets 

would be used to satisfy claims of its creditors and investors in Issue Shares would suffer a 

partial or complete loss of their investment. 

http://www.ecm.cz/
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2.4 Increase of the share participation of ECM Group N.V. in the Company´s share capital 

(as a result of the Placement and of the takeover bid) could trigger a  change of control 

under the terms and conditions of bonds and warrants and could result in delisting of 

the Companyôs shares from the Prague Stock Exchange. 

ECM Group N.V. acquired as a result of the takeover bid approximately additional 45.63 per 

cent of Shares issued in the Company. The Placement will result in further increase of its share 

and ECM Group N.V. will after the Placement hold approximately 84.22 per cent. Under the 

terms and conditions of bonds and warrants issued by the Company in 2007, a ñChange of 

Controlò would result in each bondholder having the right to call for redemption of its bonds at  

a  value of 125 per cent of par together with accrued interest and  in each holder of warrants  

being entitled to ask for an adjustment to the exercise ratio of the warrants or for payment of 

compensation amount reflecting the adjustment caused by the change of control. While the 

Company strongly believes that the takeover bid and Placement do not result in a Change of 

Control as defined in such instruments, given the continuous control over the Company by 

ECM Group N.V. since its initial public offering, it may not be excluded that certain 

bondholders or holders of warrant would argue that such Change of Control has occurred.  

In addition, there is a requirement under Czech capital markets laws that any listed company 

must maintain such ratio of shares that (i) either at least 25 per cent of its shares are owned 

by the public in the EU countries, or (ii) such percentage of its shares are owned by the 

public in the EU countries which allows for regular trading on the Prague Stock Exchange. 

The regular trading is currently interpreted by the Prague Stock Exchange as trading volume 

with shares in excess (on average within the last three months) of CZK 1,000 per day. If the 

Company does not comply with the limits set out by the Prague Stock Exchange or the 

Prague Stock Exchange changes its approach towards the requirements on regular trading of 

the trade shares, the Companyôs shares could be delisted. 

The occurrence of the above events would have a material adverse effect on the Companyôs 

business, financial condition, results of operations and prospects. 

2.5 The Companyôs shareholder may, after the Placement, hold a stake in the Company 

that can pass resolutions that require special majority shareholder approval. 

Following the Placement, Mr Milan Janku will indirectly own 84.22 per cent. of the share 

capital of the Company through ECM Group N.V.  Mr Milan Janku may remain in a position 

to control actions that require special majority shareholder approval, including amendments 

to the articles of association of the Company, the removal or increase or decrease of the 

issued and/or authorised share capital of the Company, the removal or limitation to the 

preferential subscription right of the shareholders of the Company, and the liquidation of the 

Company.  Although Mr Milan Janku is a shareholder in the Company, due to the size of his 

shareholding there may be certain circumstances in which his interests are not the same as 

the interests of other shareholders in the Company. 

Moreover Mr Milan Janku may purchase further Shares at any time by private arrangements 

with some of the shareholders in the Company or in the open market.  Accordingly Mr Milan 

Jankuôs controlling interest in the Company may increase over time. 

2.6 The holders of the Issue Shares face potential dilution of their shareholdings in the 

future.  

The Companyôs capital requirements depend on numerous factors. If its capital requirements 

vary materially from its current plans, the Company may require further financing. The 

Company may issue Shares in connection with future acquisitions of other businesses, 

financings or the funding of its business objectives. Any issuances of Shares will, unless the 

Shareholders acquire shares on a pre-emptive rights basis, dilute the shareholdings of the 

then existing holders of the Issue Shares. The Company has granted options to purchase 

Shares to members of management and employees of the Group (see ñGeneral Information 

on the Company ð Remuneration and Benefitsò in the Registration Document). Any such 

purchase may dilute the shareholdings of the then existing holders of the Shares.  
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Further, any debt financing, if available, may involve restrictions on financing and operating 

activities. There can be no assurance that the Company will be able to raise additional funds 

when needed or that such funds will be available on terms favourable to the Company. 

 

Moreover, there are 2,637,012 Warrants issued by the Company outstanding, which are 

exercisable into 2,637,012 Shares. Further, the Company may under terms and condition of 

an Equity Step-Up Programme, as defined below, issue up to 860,000 Shares. If the 

outstanding Warrants are exercised in full and the Company issues 860,000 Shares after the 

Placement, a stake in the Company of 1 per cent. after the Placement and before such 

exercise and issue will be diluted to 0.66 per cent. following the issue of all such new Shares. 

   

2.7 The Prague Stock Exchange is substantially smaller and less liquid than securities 

markets in certain other countries, such as those in the United States or the United 

Kingdom.  

As at 12 December 2008, shares representing 29 companies were registered for trading on 

the Prague Stock Exchange and, of these, shares representing 17 companies were registered 

for trading on the main market and 12 on the official free market. No securities were 

registered for trading on the multilateral trading facility. The total market capitalisation at 

such date with respect to companies registered for trading on the main market and all 

companies registered for trading on the Prague Stock Exchange was approximately 

CZK 1,012 billion (EUR 39 billion) and CZK 1,043 billion (EUR 40 billion), respectively. 

Accordingly, a very small number of companies represent the gross majority of the market 

capitalisation and trading volumes of the Prague Stock Exchange. There is no guarantee that 

the Shares will continue to be actively traded and, if they do not, this would likely increase 

price volatility and/or adversely affect the price of the Shares. 

 

2.8 The rules applicable on sell-out right  of shareholders of foreign companies listed on 

regulated markets in the Czech Republic are unclear. 

Contrary to Directive 2004/25/EC of the European Parliament and of the Council of 

21 April  2004 on takeover bids (the ñTakeover Directiveò), Czech law does not provide for 

sell-out right of minority Shareholders. Instead, it requires that an offeror make a 

supplemental takeover bid. It is not clear whether the provisions of Luxembourg law, which 

provide for a sell-out right of a minority Shareholder, would be applicable to the Company 

and if such minority shareholder could exercise its sell-out right arising under Luxembourg 

law with respect to the Company. Theoretically, such shareholder could be able to claim 

damages from the Czech Republic for failure to duly implement the Takeover Directive.  

2.9 Risks resulting from the recent disruption in the financial markets 

The performance of the Company is dependant on the market conditions and natural market 

volatility. The recent and ongoing disruption in international financial markets (the 

òDisruptionò) led, among other things, to significant restrictions in interbank lending. As a 

result, the Company may not be in a position to negotiate further bank financing for its 

operations on the terms which would have been considered standard before the Disruption or 

at all. Further, the banks may refuse to allow the Company to draw down under future or 

existing financing agreements. In addition the Company may not be in a position to secure 

sufficient debt or equity sources of funding via capital markets, either on the terms which 

would have been considered standard before the Disruption or at all. The Company may, 

therefore, delay, halt or re-prioritise the development of certain existing projects or delay its 

future expansion, which may have a material adverse effect on the Companyôs business, 

financial condition, results of operations and prospects. 

Due to the more stringent approach by financing banks, the Company may be required to 

finance its projects by a substantially larger portion of equity as compared to that which it 

would have used before the Disruption. As equity financing is usually more expensive than 

debt financing, the returns on such existing projects of the Company, which will need to be 

refinanced in the future, may be significantly decreased. Therefore, the risk that the 
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Company may not be able to identify sufficiently profitable future development projects may 

increase substantially, when compared to the situation before the Disruption, which may 

have a material adverse effect on the business, financial condition, results of operations and 

prospects of the Company. 

As a result of substantial decrease in liquidity in the international capital markets, resulting 

from the Disruption, the Company may not be in a position to conclude certain transactions, 

in particular to purchase or dispose of certain financial instruments. Consequently, the 

Companyôs ability to effectively manage its finances, its ability to manage its financial risks 

and, as a result, its business, financial condition, results of operations and prospects may be 

materially adversely affected. 

As a result of the Disruption and/or the worsening global and local economic situation, some 

of the Groupôs subcontractors may fail to fulfil their obligations under the existing 

agreements which may have a material adverse effect on Companyôs and Groupôs business, 

financial condition, results of operations and prospects, in particular, it may effect realisation 

and completion of the Companyôs individual projects.  

2.10 Risks resulting from the recent disruption in the real estate markets 

As a result of the Disruption, there has been a significant decrease in the liquidity of the real 

estate markets in which the Company undertakes its business. At the same time, the volatility 

of the real estate markets has increased substantially. There may yet be a further increase in 

the volatility, decrease in liquidity, and a decrease in real estate property prices resulting 

from a possible breakdown of, mainly, smaller real estate developers, which may lead to a 

short term excess of supply over demand. Consequently, there may be substantial volatility 

in yields and in market valuation of the Companyôs properties and the valuation risk the 

Company is exposed to may increase substantially as a result of the Disruption. The risk that 

the Company may be exposed to oversupply in its key markets and the risk of illiquidity of 

the real estate investment may increase substantially, when compared to the situation before 

the Disruption. The Companyôs business, financial condition, results of operations and 

prospects may, therefore, be materially adversely affected. 

As at 30 November 2008, the residential segment accounted for approximately 25 per cent. 

by area of the Groupôs portfolio. The Disruption may lead to the banks adopting a more 

stringent approach in granting mortgage credit to consumers, leading to substantial decrease 

in demand for residential projects. As a result, the Companyôs business, financial condition, 

results of operations and prospects may be materially adversely affected.  

2.11 Risks resulting from possible re-organisation of the Company 

In light of the greater difficulty to gain financing, the Company may adopt certain 

reorganisation measures consisting, mainly, of amendment of the existing remuneration 

schemes for its personnel. As a result of these measures the Company may not be able to 

retain certain key employees with the required training, experience and motivation in key 

strategic markets which may have material adverse affect on the Companyôs business, 

financial condition, results of operations and prospects. 
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3 INFORMATION ON THE PLACEMENT AND ADMISS ION 

3.1 Purpose of this Securities Note 

The purpose of this Securities Note is to allow for the Admission to trading of the Issue 

Shares on the main market of the Prague Stock Exchange. The Issue Shares shall be issued 

through a private placement (the ñPlacementò) to ECM Group N.V. as defined below. 

3.2 Method and reason for the Placement and Admission 

Reason for the Placement: The Company requires financing to strengthen its balance sheet 

structure and further strengthen its capital position. 

Offer price of Issue Shares:  The offer price of the Issue Shares EUR 10.23 per Issue Share. 

Expected issue date:  The Issue Shares are expected to be issued on 19 December 2008. 

Method:  As a method of financing, the Company concluded a shares subscription 

agreement with ECM Group N.V., with its registered office at Naritaweg 165 Telestone 8, 

1043 BW Amsterdam, the Netherlands (the ñSubscriberò) on 16 December 2008 in 

connection with the subscription by the Subscriber of 2,365,592 of the Issue Shares on 

19 December 2008 (the ñSubscription Agreementò).  

There is consequently no pre-allotment of shares procedure. There is also no subscription 

period. 

Total amount of the Placement:  The total amount of the Placement is 2,365,592 Issue 

Shares. 

Conditions:  The Companyôs obligations to issue the Issue Shares under the Subscription 

Agreement, and the obligation of the Subscriber to subscribe for the Issue Shares on the 

terms of the Subscription Agreement are subject to certain conditions. These conditions 

include, inter alia, the representations and warranties in the Subscription Agreement being 

true and accurate in all material respects at the Closing of the Subscription Agreement, 

namely 19 December 2008 (the ñClosing Dateò). 

The Company has given certain representations, warranties and undertakings to the 

Subscriber. The Subscriberôs subscription of the Issue Shares is subject to the following 

conditions precedent:  

(i) the Company having complied with all of its obligations and having satisfied all 

conditions to be satisfied by it under the Subscription Agreement which fall to be 

performed or satisfied on or prior to the Closing Date;  

(ii)  the representations, warranties of the Company contained in the Subscription 

Agreement being true and accurate in any material respects and not misleading on and 

as of the date of the Subscription Agreement and the Closing Date, as though they had 

been given and made on such date by reference to the facts and circumstances on such 

date;  

(iii)  the Company having provided the following documentation: 

(a) certificate by a duly authorised officer of the Company stating that this 

Securities Note and the Subscription Agreement have been carefully examined 

and that the representations and warranties contained in the Subscription 

Agreement are true, accurate and correct in all respects on and as of the Closing 

date; and 

(b) providing any supplement to the Registration Document which may be required 

pursuant to the rules of the Prague Stock Exchange being published and 

approved in accordance with Luxembourg law of 10 July 2005 concerning 

prospectuses and which shall be approved by the Commission de Surveillance 

du Secteur Financier and duly notified to the Czech National Bank; 

(iv) there not having been any material adverse change in, or adverse development which 

affects or could reasonably be expected to affect, the business, properties, financial 
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condition, results of operation or prospects of the Company and its consolidated 

subsidiaries taken as a whole; 

(v) the Issue Shares having been made eligible for settlement through Clearstream 

Banking, société anonyme, Euroclear Bank S.A./N.V. and Univyc a.s. prior to the 

Closing Date; and 

(vi) the Issue Shares having been admitted to trading on the Prague Stock Exchange prior to  

the Closing Date (or such other time and/or date as the Company and the Subscriber 

may agree). 

Circumstances where Placement may be terminated:  The Subscriber has the right to 

terminate the Subscription Agreement at any time prior to the Admission if any of the 

representations, warranties, and agreements contained in the Subscription Agreement is not, 

or ceases to be, true and accurate by reference to the facts and circumstances subsisting at 

that time which the Subscriber reasonably considers to be material in the context of the 

Admission, or subsequent to the execution and delivery of the Subscription Agreement, there 

shall have occurred any of the following:  

(i) any of the undertakings or obligations of the Company contained in the Subscription 

Agreement is not duly satisfied by the Company; 

(ii)  the occurrence of a material adverse effect of  the business, properties, financial 

condition, shareholdersô equity, results of  operations, or prospects of the Company and 

its consolidated subsidiaries taken as a whole; 

(iii)  a material adverse effect arising from any of the following events: 

¶ trading in securities generally on the Prague Stock Exchange shall have been 

suspended or materially limited or minimum prices shall have been established on 

such exchange or such market by any regulatory body or governmental authority 

having jurisdiction; 

¶ a banking moratorium shall have been declared by any Luxembourg or Czech 

authorities; 

¶ settlement or clearance services in Luxembourg or the Czech Republic shall have 

been materially disrupted; 

¶ Luxembourg or the Czech Republic shall be or shall have become engaged in 

hostilities in a country where no hostilities currently exist, or there shall be a 

declaration of war by Luxembourg or the Czech Republic; or  

¶ there shall have been any change or development involving a prospective change in 

taxation or other applicable law or regulation in Luxembourg directly affecting the 

Issue Shares or the imposition of exchange controls by Luxembourg. 

The Company has agreed to pay all costs, fees, and expenses in connection with the issue of 

the Issue Shares, including a subscription commission in the amount of 0.5% of the 

Subscription Price. 

The Company has given an indemnity and certain undertakings to the Subscriber in relation 

to, inter alia, press releases, prompt execution of documents to discharge its obligations 

under the Subscription Agreement, and the procurement of Admission of the Issue Shares 

the third business day following CSSF Approval Date as defined in the Subscription 

Agreement. 

Further, the Company has agreed, for a period of 90 days from the date of the execution of 

the Subscription Agreement, to procure, so far as it has the power to do so, that none of its 

consolidated subsidiaries will, without the prior written consent of the Subscriber (such 

consent not to be unreasonably withheld) (i) issue, or publicly announce any intention to 

issue, offer, pledge, sell, contract to sell, sell any option or contract to sell any option, grant 

any option, right or warrant to purchase, or otherwise transfer, assign or dispose of directly 

or indirectly, any Shares or any securities convertible into, or exercisable or exchangeable 

for, Shares, or (ii) enter into any swap or other arrangement that transfers to another, in 

whole or in part, any of the economic consequences of ownership of the Shares; whether any 
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such transaction described in (i) or (ii) above is to be settled by delivery of the Issue Shares 

or other such securities, in cash or otherwise other than (A) Issue Shares to be issued upon 

exercise of warrants to purchase or subscribe the Issue Shares, or upon conversion of 

securities convertible into the Issue Shares, in each case, outstanding on the date hereof; (b) 

Issue Shares issued, offered, allotted or granted to employees (including directors) or persons 

related to such employees pursuant to any existing and disclosed employee share scheme or 

arrangement for any one or more employees generally; (C) any repurchase by the Company 

of the Issue Shares.   

3.3 Treatment of subscription rights not exercised 

The Issue Shares will be issued after the preferential rights are cancelled in accordance with 

Luxembourg law. 

3.4 Method and time limits for paying up securities 

The Issue Shares will be fully paid up and expected to be delivered on 19 December 2008.   

3.5 Use of Proceeds 

The Company estimates the total amount of net proceeds from the issue of Issue Shares 

under the Placement will be EUR 23,700 thousand (after costs of the issue estimated at 

EUR 500 thousand).  

The Company intends to use proceeds from the issue of Issue Shares under the Placement for 

general corporate purposes.  

3.6 Dilution resulting from the Placement 

If the Company issues 2,365,592 Issue Shares (i.e. the amount of Issue Shares it will issue 

under the Placement) and no warrants issued by the Company are exercised, a stake in the 

Company of 1 per cent. as at the date of this Securities Note will be diluted to 0.66 per cent., 

following the issue of the Issue Shares. 

3.7 Interest in the Placement 

Mr Milan Janku is the sole shareholder of ECM Group N.V., indirectly through ECM 

Group N.V., as well as a majority shareholder, the President and Chairman of the 

Companyôs Board of Director. By subscribing to the Issue Shares, ECM Group N.V. 

increases its shareholding and voting rights in the Company to 84.22 per cent. Hence there 

may be circumstances in which Mr Milan Jankuôs interests are not the same as the interests 

of other shareholders of the Company. 

3.8 Application for listing of the Issue Shares 

The Issue Shares are admitted to trading and listed on the main market of the Prague Stock 

Exchange. The Company will apply for admission to and listing of 2,365,592 Issue Shares 

on the main market of the Prague Stock Exchange.  

3.9 Lock up agreements 

There is currently no lock-up agreement in place. 
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4 INFORMATION ON THE I SSUE SHARES 

4.1 Type, category and ranking date of the Issue Shares 

The Issue Shares will be ordinary shares in the form of registered shares and will be listed 

and traded under ISIN code: LU0259919230. 

Effective 11 December 2006, up to 10,000,000 Shares, representing the entire authorised 

capital of the Company as at 11 December 2006, have been admitted to trading on the main 

market of the Prague Stock Exchange. The Issue Shares will be listed and traded after a 

notice of the Issue is delivered to the Prague Stock Exchange and an approved and 

passported prospectus within the meaning of the Prospectus Directive is published. The Issue 

Shares will be listed and traded on the main market of the Prague Stock Exchange. 

The Issue Shares will be subject to the stipulations of the Articles of Association of the 

Company. They will carry the right in respect of the financial year in which they are issued 

and subsequent financial years, to the same dividend (equal by reference to their accounting 

par value) as that which may be paid in relation to the other Shares carrying the same 

beneficial rights. 

They will therefore rank pari passu with such other Shares with effect from the due date for 

payment of the dividend relating to the preceding financial year or, if none is distributed, 

after the annual general meeting of Shareholders considering the accounts for said financial 

year. At and after the date of the issue the Issue Shares will be entirely fungible with the 

Companyôs existing Shares. 

4.2 Jurisdiction and applicable law 

Applicable law 

The Shares are issued under Luxembourg law. 

Competent courts 

The competent courts in the event of disputes shall be those under whose jurisdiction the 

registered office of the Company falls without prejudice to the latterôs right to take action 

before any other competent court under Luxembourg law.  

4.3 Settlement of trades in Issue Shares listed on the Prague Stock Exchange 

The Issue Shares will be issued in registered form and will be initially represented by a 

Global Certificate and registered in the name of a nominee, CACEIS Bank Luxembourg with 

registered address at 5 Allée Scheffer, L-2520 Luxembourg (the ñCentral Depositoryò) of, 

and deposited with a custodian, for Clearstream Banking, S.A. (ñClearstreamò).  

This clearing system settles transactions through electronic book-entry changes in the 

accounts of its participants. It thereby ensures that, ultimately, sellers receive cash when 

delivering Shares and buyers receive corresponding Shares when making payment into the 

system and it eliminates the need for physical delivery of shares.  

Clearstream will hold the Issue Shares on behalf of its respective participants. 

Non-participants of the system may hold and transfer book-entry interests in the Issue Shares 

through an account held either directly or through one or more intermediaries with 

Clearstream.  

So long as the Shares are registered in the name of the Central Depository, the Central 

Depository will be the sole registered owner or holder of the Issue Shares represented by the 

Global Certificate for all purposes.  

The persons shown in the records of Clearstream as the holders of the Issue Shares evidenced 

by the Global Certificate (each an ñAccountholderò) will, in principle, not have the Issue 

Shares registered in their names, will not receive or be entitled to receive physical delivery of 

definitive Certificates evidencing interests in the Issue Shares, and will not be considered 

registered owners or holders thereof.  
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The holders of interests in the Global Certificate through Clearstream, will only be able to 

transfer their interests in accordance with the rules and procedures of the clearing systems.  

Shareholders may also hold the Issue Shares by being directly entered into the Share register 

kept with BDO Compagnie Fiduciaire with registered address at ñLe D¹meò Espace 

Pétrusse 2, avenue Charles de Gaulle, B.P. 351, L-2013 Luxembourg on behalf of the 

Company. 

Settlement (delivery and payment) of transactions on the Prague Stock Exchange will, 

however, only be effected through a settlement system recognised by the Prague Stock 

Exchange.  

Shareholders directly registered in the Companyôs share register must therefore, in order to 

be able to trade their Shares on one of the stock exchanges where the Shares are quoted, 

deposit them first into one of the settlement systems.  

UNIVYC, a wholly-owned subsidiary of the Prague Stock Exchange, is licensed by the 

Czech National Bank primarily to settle trades on the Prague Stock Exchange. 

UNIVYC is an Accountholder with Clearstream and interests in the Shares held by UNIVYC 

will be recorded on this account. UNIVYC will hold all the Issue Shares to be settled for 

transactions on the Prague Stock Exchange. 

UNIVYC will hold interests in the Issue Shares for the benefit of UNIVYC accountholders 

and will record interests of UNIVYC accountholders in the Issue Shares in book-entry form.  

Transfers of the interests in the Issue Shares between UNIVYC account-holders will be 

effected in accordance with UNIVYC rules and operating procedures. Trading in the Issue 

Shares on the Prague Stock Exchange will be settled only through UNIVYC and will be 

recorded in book-entry form on accounts of UNIVYC accountholders. 

Trades in the Issue Shares concluded on the Prague Stock Exchange will be reflected in the 

records of UNIVYC accountholders only and there will be no change to accounts opened 

with Clearstream or the holder of the Global Share Certificate. 

4.4 Exercise of Shareholder Rights 

UNIVYC accountholders or any persons holding their Issue Shares through a securities 

settlement system must rely on the rules and procedures of Clearstream and UNIVYC 

respectively, to exercise any rights and obligations as a holder of Issue Shares.  

UNIVYC accountholders or any persons holding their Issue Shares through a securities 

settlement system may attend and vote at a general meeting of Shareholders by presenting at 

the place indicated by the Board of Directors at least five days prior to the date set for the 

meeting a certificate indicating, inter alia, the number of shares held and delivered by the 

broker, bank, custodian, dealer or other qualified intermediary, with which the Issue Shares 

are held. 

The Issue Shares which are the subject of such a certificate must be blocked until after the 

holding of the general meeting of Shareholders and may be transferred only after the holding 

of such meeting; such blocking will result from the certificate. 

UNIVYC accountholders may vote by ballot paper (formulaire), subject to the internal rules 

of the relevant securities settlement system, by giving relevant instructions as to how to 

exercise their vote to the broker, bank, custodian, dealer or other qualified intermediary with 

which their shares are held. 

4.5 Payments on the Issue Shares through the clearing system 

UNIVYC accountholders or any persons holding their shares through a securities settlement 

system must look solely to Clearstream and UNIVYC respectively, as the case may be, for 

their share of any payment made by the Company to the Depository of the Issue Shares and 

in relation to all other rights arising under the Global Certificate, subject to and in 

accordance with the respective rules and procedures of Clearstream and UNIVYC 

respectively, as the case may be.  
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Such accountholder shall have no claim directly against the Company in respect of payments 

due on the Issue Shares for so long as the Issue Shares are represented by such Global 

Certificate and such obligations of the Company will be discharged by payment to the 

Central Depository of the Issue Shares in respect of each amount so paid.  

Those who hold interests in the Global Certificate through Clearstream, or UNIVYC, as the 

case may be, will receive payments subject to and in accordance with the rules and 

procedures of such clearing systems.  

Distribution of dividends and other payments with respect to the book-entry interests in the 

Issue Shares held through Clearstream will be credited, to the extent received by 

Clearstream, to the cash accounts of Clearstream accountholders in accordance with the 

Clearstream system rules and procedures. 

Distribution of dividends and other payments with respect to the book-entry interests in the 

Issue Shares held through UNIVYC will be credited, to the extent received by UNIVYC, to 

the cash accounts of UNIVYC members in accordance with the UNIVYC system rules and 

procedures for further distribution to UNIVYC accountholders.  

4.6 Currency of the Issue Shares 

The Issue Shares are issued in EUR. The nominal value of each Issue Share is EUR 1.70.  

4.7 Rights and restrictions attached to the Issue Shares 

Each year, at least 5 per cent. of the annual net profit has to be allocated to a legal reserve 

account. Such allocation to the legal reserve ceases to be compulsory when the legal reserve 

amount reaches 10 per cent. of the issued capital of the Company. The remaining balance of 

the profit, together with any available reserves (other than the legal reserve), is at the 

disposal of the general meeting of shareholders for distribution or allocation to a reserve 

account. Dividends are payable to shareholders holding shares through an intermediary on 

the record date declared at the general meeting of shareholders. Dividend payments are 

distributed through Clearstream or UNIVYC, as the case may be, on behalf of each 

shareholder by the relevant intermediary participating in the centralised securities clearing 

system managed by Clearstream (see also above under Section 4.5).  

The Issue Shares will be subject to all the stipulations of the Companyôs Articles of 

Association. 

Pursuant to the current Articles of Association, the main rights attached to the Issue Shares 

are described below. 

Each Issue Share gives entitlement to one vote and a pro rata participation in the distribution 

and liquidation proceeds of the Company. 

Upon each capital increase or issue of instruments entitling Shareholders to subscribe for 

Shares, each Issue Share is entitled to a proportional preferential subscription right in the 

new issue, unless such right has been cancelled by a Shareholdersô meeting or the Board of 

Directors. The Board of Directors is authorised and empowered within the limits of the 

authorised capital to (i) realise any increase of the corporate capital in one or several 

successive tranches, following, as the case may be, the exercise of the subscription and/or 

conversion rights granted by the Board of Directors within the limits of the authorised capital 

under the terms and conditions of warrants (which may be separate or attached to shares, 

bonds, notes or similar instruments), convertible bonds, notes or similar instruments issued 

from time to time by the Company, by the issuing of new shares, with or without share 

premium, against payment in cash or in kind, by conversion of claims on the Company or in 

any other manner; (ii) determine the place and date of the issue or the successive issues, the 

issue price, the terms and conditions of the subscription of and paying up on the new shares; 

and (iii) remove or limit the preferential subscription right of the then existing shareholders 

of the Company in case of issue under the authorised capital. 

The annual general meeting of the Company is held on the last Tuesday of April at 

10:00 a.m. Shareholder resolutions are adopted by majority vote without a quorum 

requirement, unless the relevant resolution relates to an amendment of the Articles of 

Association (including an increase or decrease of the issued and/or authorised capital) or the 
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liquidation of the Company in which case a quorum of 50 per cent. at a first meeting (with no 

quorum required at a second reconvened meeting) and a two-thirds majority of the votes cast 

at the relevant meeting must be obtained to pass the relevant resolution. Resolutions to 

change the Companyôs nationality or to increase the Companyôs shareholdersô commitments 

are adopted by a unanimous vote of the shareholders. 

The Shareholdersô meeting appoints the Companyôs directors and auditor(s), approves the 

annual statutory and consolidated (if any) accounts, and resolves on dividend distributions. 

Shares may be acquired by the Company following a decision of an extraordinary general 

meeting of Shareholders of the Company to reduce the capital. Such a capital decrease 

requires a Shareholders' resolution with a quorum requirement of 50 per cent. at a first 

meeting (no quorum requirement at a second reconvened meeting) and a majority 

requirement of at least two-thirds of the votes cast at the relevant Shareholders' meeting. 

Pursuant to the Luxembourg Company Act, the Company may also acquire its own Shares in 

the following limited circumstances:  

Å upon approval by the Shareholders meeting for a period not exceeding 18 months and 

limited to a total of 10 per cent. of the share capital, the Shareholders' resolution must 

determine a minimum and a maximum consideration; 

Å to prevent serious and imminent harm to the Company, or if the shares are intended to 

be offered to employees of the Company (but not to employees of affiliated 

companies); in this case, however, the Company may not acquire more than 10 per 

cent. of its own capital;  

Å by way of universal transfer of assets;  

Å acquisition of fully paid-up Shares free of charge;  

Å acquisition of Shares by reason of a legal obligation or court order for the protection of 

minority Shareholders;  

Å acquisition of Shares acquired from a Shareholder in the event of failure by the latter to 

pay them up; and 

Å acquisition of fully paid-up Shares pursuant to an allotment by court order for the 

payment of a debt owed to the Company by the owner of the Shares.  

The Shares can be converted into a different class of shares (e.g. non-voting preferred shares) 

but only with the consent of the respective Shareholder and subject to a Shareholders' 

resolution adopted at a quorum requirement of 50 per cent. (no quorum applying at a second 

reconvened meeting) and a majority requirement of at least two-thirds of the votes cast at the 

relevant meeting.  

Luxembourg law provides for the issue of redeemable shares, which are redeemable subject 

to the conditions stated in the articles of association of the issuer. The Shares of the Company 

are not redeemable shares. 

4.8 Resolution and decision by virtue of which the Issue Shares are offered 

The issue of the Issue Shares will be authorised from time to time by resolutions of the 

Board of Directors of the Company to issue the Issue Shares within the limits of the 

authorised share capital by cancellation of any preferential subscription right. The authorised 

share capital has been created on 5 June 2008 by an extraordinary general meeting of 

shareholders. 

4.9 Restrictions on transfers of the Issue Shares 

The Issue Shares are not subject to any transfer restrictions, save for specific restrictions 

provided in Section 9 ñSelling Restrictionsò of this Securities Note. 

4.10 Legislation on public offerings 

4.10.1 Pursuant to Article 4(2)(b) of the Directive 2004/25/EC of the European Parliament 

and of the Council of 21 April 2004 on takeover bids (the ñTakeover Directiveò), 
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providing for the rules applicable to takeover bids on companies not listed in the 

Member State of the European Union in which they have their registered office:  

(i) matters relating to the consideration offered in the context of a takeover bid, to 

the takeover bid procedure which the offeror should comply with and to the 

content of the offer document shall be dealt with in accordance with Czech rules, 

in particular with the Act No 104/2008 Coll., on Takeover Bids and Amendment 

of Certain Further Acts (the ñCzech Takeover Lawò) and supervised by the Czech 

National Bank; and 

(ii)  matters relating to the information to be provided to the employees of the 

Company and to company law (in particular relating to the percentage of voting 

rights which confers control over the Company, any derogation from the 

obligation to launch an offer or the conditions under which the Board of 

Directors may undertake any action which may result in the frustration of the bid) 

shall be dealt with in accordance with Luxembourg rules, in particular with the 

Loi du 19 mai 2006 portant transposition de la directive 2004/25/EC du 

Parlement européen et du Conseil du 21 avril 2004 concernant les offres 

publiques dôacquisition (the ñLuxembourg Takeover Lawò) and supervised by 

the CSSF. 

4.10.2 Mandatory bids 

(i) Obligation to file a takeover bid 

Pursuant to Luxemburg law, if a person holds securities in the Company which when 

added to any existing holdings of securities in the Company of that person and 

persons acting in concert with that person, directly or indirectly give that person 

control of the Company, such person will be required to make, as soon as possible 

and at an equitable price, a bid to all other holders of securities in the Company for 

their entire holdings of those securities. Under Luxembourg law, a controlling stake 

is deemed to be acquired, if a voting power of 33
1
/3 per cent. is reached (non-voting 

shares not being considered to this effect).  

A mandatory bid will  not have to be launched under Luxembourg law, if  the 

acquisition of the control over the Company be the result of a voluntary takeover bid 

on all the shares of the Company.  

(ii)  Principles applicable to the price with respect to a mandatory takeover bid 

Pursuant to Czech rules in the case of a mandatory takeover bid, the consideration 

offered (either cash or securities or combination of both) must correspond to at least a 

premium price. A premium price is the highest price, which the offeror or persons 

acting in concert with him paid, in a period of 12 months before the obligation to 

make a takeover bid arose, for the securities that are subject of the offer. If such 

premium price cannot be determined, the consideration offered must correspond to at 

least a weighted average of prices, for which trades with such securities were made 

on a regulated market in a period of six months before the obligation to make a 

takeover bid arose. Under certain conditions, the Czech National Bank may change 

the consideration offered, in particular in order to make the offer adequate.  

4.10.3 Squeeze-out 

Pursuant to Luxembourg law, if any offeror holds Issue Shares representing not less 

than 95 per cent. of the capital carrying voting rights and 95 per cent. of the voting 

rights of the Company as a result of a takeover bid, such offeror would be entitled to 

squeeze-out minority Shareholders. 

In accordance with Czech rules, such offeror may, within three months of the end of 

the time allowed for acceptance of the takeover bid, ask the Board of Directors of the 

Company to convene a general meeting of Shareholders which will decide that the 

ownership of the Issue Shares of other Shareholders will be transferred to the offeror. 

However, previous consent of the CNB is needed for the adoption of such resolution 

of the general meeting of Shareholders, otherwise such resolution will  be void. 
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The consideration offered shall be adequate; it is deemed that the consideration 

which was offered in the takeover bid is adequate, provided that the offer is made 

within three months of the end of the time allowed for acceptance of the takeover 

bid. The offeror must deposit the consideration for the Issue Shares that are to be 

squeezed with a bank or a licensed securities broker. 

4.10.4 Sell-out  

Pursuant to Luxembourg law, if a bidder holds Issue Shares representing more than 

90 per cent. of the voting rights of the Company following a bid made to all the 

holders of the Companyôs Issue Shares for all of their Issue Shares, a minority 

Shareholder would be entitled to require the offer or to buy its Issue Shares at a fair 

price.  Certain aspects of the sell-out process are governed by the law of the state 

where the issuersô shares are listed, in this case, Czech law. 

However, Czech law does not, contrary to the Takeover Directive, provide for sell-

out right. Rather, it stipulates that an offeror is holding Issue Shares representing not 

less than 90 per cent. of the capital carrying voting rights and 90 per cent. of the 

voting rights of the Company, as a result of an unconditional and unlimited takeover 

bid shall, pursuant to Czech law, make within 30 days of the end of the time allowed 

for acceptance of the takeover bid a supplemental takeover bid. Such supplemental 

takeover bid shall be valid for 90 days and consideration offered shall be at least in 

the amount which has been offered in a takeover bid. 

Therefore, it is not clear whether these specific Czech rules would apply for the 

purposes of the sell-out right of a minority Shareholder.  

4.10.5 Board opinion 

The Board of Directors of the Company shall publish a opinion on the takeover bid 

and its impact on the Companyôs interests, analysing, in particular, the bidôs impact 

on employment and the bidderôs proposed strategy for the Company. 

4.10.6 Employeesô information 

Luxembourg Takeover Law involves employee representatives or in their absence, 

the employees themselves, in the takeover process by imposing a duty on the 

Companyôs Board of Directors to inform the Companyôs employees about the 

takeover bid.  

4.10.7 Breakthrough rule 

During takeover, the Shareholders may elect, by special Shareholders vote to be 

notified to the CSSF, to apply the breakthrough rules. If such breakthrough rules 

apply, any share transfer restrictions contained in Shareholdersô agreements shall not 

be binding on the offeror. The Company has made no such election to date. 

4.10.8 Defensive measures 

The Shareholders of the Company may elect, by special Shareholders vote to be 

notified to the CSSF, to prohibit its management from taking defensive measures, 

other than seeking a competing bid, during a takeover bid, without being authorised 

to do so by a separate resolution passed at a Shareholdersô meeting. The Company 

has made no such election to date. 

4.10.9 Recent takeover bids 

ECM Group N.V., the holder of 30.33 per cent. of the issued share capital and voting 

rights of the Company as at 14 November 2008, made a voluntary takeover bid on 

14 November 2008 in accordance with Act No. 104/2008 Coll. of the Laws of the 

Czech Republic on Takeover Bids with respect to all the ordinary shares issued by the 

Company. ECM Group N.V. offered to acquire these shares for CZK 303 each. The 

takeover bid was open for acceptance between 14 November 2008 and 5 December 

2008, inclusive. By the takeover bid, ECM Group N.V. acquired an additional 

2,053,159 Shares, thus increasing its stake in the Company to 75.93 per cent. 



19 

 

5 RECENT DEVELOPMENTS  

In accordance with Article 12.2 of the Luxembourg law on prospectuses for securities of 10 July 2005 

(the Loi du 10 juillet 2005 relative aux prospectus pour valeurs mobilières), the following is a 

description of the material changes which occurred after the approval of the Registration Document 

on 30 September 2008. 

5.1 Industry Overview (See Section 4.18 of the Registration Document) 

 The following section provides selected information on the real estate markets in the Czech 

Republic, PRC and Russia, the Companyôs main markets. The summary is provided for 

information purposes only and neither purports to cover all relevant issues nor to be a 

comprehensive description of all the topics discussed below. The Company has taken certain 

information in this summary from publicly available information such as Cushman & 

Wakefield Stiles Riabokobylko ñResearch for QIII2008ò, Savills ñBeijing Office Briefing 

(Autumn 2008)ò and CBRE ñMarket View China (3Q,,2008)ò. The Company has not 

independently verified any such independent information and, accordingly, only takes 

responsibility for its accurate reproduction. 

Czech Republic 

Economic environment 

According to the Czech National Bank, year-on-year GDP growth was 6.5 per cent. for 2007 

and although this growth is expected to slow to 4.2 per cent. in 2008, it still continues to 

significantly outperform the level of Eurozone growth. Despite the effects of the world 

economic crisis, the Czech National Bank expects GDP to reach 2.4 per cent. in 2009. 

Real estate market in the Czech Republic 

The second half of 2008 was associated with significant decrease in demand in the residential 

sector caused mainly by limited availability of financing. Sale prices for in Prague decreased 

in the second half of 2008 due to discounts offered for stock residential units by certain 

residential developers. 

The growth of the property market has been stunted in the second half of 2008 as the effects of 

the world economic crisis is slowly being felt in the Czech Republic. However, the property 

market still enjoys good demand in the upper-mid and luxury residential segments. The 

importance of quality, contemporary design and favourable location cannot be overstated. 

Russia 

Economy environment in Russia 

The Russian Stock market index dropped from highest 2,480 in May 2008 to 760 in October. 

The Government provided about $40 billio n to support market liquidity. However, social 

obligations will be government's priority at the expense of business.  

Oil prices settled below USD 90 per barrel, getting closer to the critical USD 70 level that 

ensures positive trade balance for Russia. Inflation is accelerating and additional liquidity will 

push it even further. Foreign capital is flowing out of the country. However, the Russian 

government still has significant currency reserves and stabilisation funds that will serve as a 

safety net for the domestic economy. 

Modern quality space (office, retail and industrial) is a part of the new Russian economy, 

integrated into the world market and exposed to the liquidity risk. For the real estate market, 

this means that the shortage of funding is back. Companiesô stocks are at extremely low levels 

and there are no further opportunities to raise funds on the stock market. Financing of large 

scale developments will become extremely difficult. In such unclear circumstances, 

developers will have to look for other sources of funding, such as the sale of existing 

buildings, and forward-sale forming joint venture. Smaller projects and those close to 

completion will be less exposed to this liquidity crunch. 

Quality office market is very volatile because major tenants are those who were benefiting 

from the growth in emerging markets and the investment boom. This segment will shrink 
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operations due to the collapse of the stock market and outbound flow of foreign capital. Many 

businesses were recognizing future growth in today's results so change of market sentiments 

make a major impact even while the books are currently unaffected. Cost controlling will be 

the key target and tenants will be strenuously attempting to renegotiate or even cancel leases. 

As a result, there will be an increasing spread in yields between different quality assets even 

within one class. Buildings with tenants whose business operations are stable will become an 

attractive asset. Hence, tenant profile may become an important quality factor. 

Basically, without foreign capital on the market, Russia is returning back to the times of 2004 

and 2005. Market indicators in 2009 are likely to move towards those of 2005. In fact, there 

will still be plenty of opportunities on the market. 

Capitalization rates  

In October 2008, capitalization rates in Moscow were ranging from 9 per cent. for office, 

industrial and warehouse premises, and 10 per cent. for retail real estate. 

Increase in capitalisation rates is expected for the fourth quarter of 2008. The rates of growth 

and values will depend on the duration of the credit crunch and when financial markets will 

stabilize. 

MOSCOW OFFICE MARKET  

Overview 

The growth in demand slowed down noticeably in the Moscow office market in the third 

quarter of 2008 compared with the previous quarter, as a result of the world liquidity crisis. In 

the third quarter, take-up of quality office space was about 290,000 sqm, which corresponds to 

the same period in 2007. 

There is no clear trend of the demand reduction at present, but it seems almost clear that 

business activity in every economical sector is slowing during the crisis. Total take-up of 

office space is expected to be 1.8 million sqm for 2008. 

The total quality office stock reached 8.4 millio n sqm in Moscow. In the third quarter of 2008, 

there was 620,000 sqm of office space constructed, which is approximately twice more than 

that in the previous quarter. The average vacancy rate grew to 11.8 per cent. in Moscow in the 

third quarter this year. 

Supply 

High level of new construction was noted in the third quarter of 2008 in Moscow. 53 new 

office buildings with total office area of 630,000 sqm were completed in the third quarter of 

2008 (Class A-50,000 sqm; Class B-375,000 sqm). The most significant newly constructed 

buildings are: 

Class A buildings: Voentorg by AST Group with 27,000 sqm of office area and Metropolis 

building A by Capital Partners of 21, 991 sqm. 

Class B buildings: Danilovsky Fort by MR Group (32,830 sqm); BC Odykov by Absolute 

Development (7,800 sqm); BC Vysota by Vysota (13,214 sqm). 

Many developers froze their plans for construction projects, so the financing will most likely 

flow to those projects which are in the under construction stage. 

Demand 

The financial crisis has made an impact on office premises demand. There is currently a 

decrease in tenant activity on the market. Some big companies, who previously signed pre-

lease agreements for office premises larger than 5,000 sqm, have decided not to relocate. 

Some lease agreements are being terminated and relocation decisions are being postponed. 

The share of signed pre-lease agreements decreased from 35 per cent. in the second quarter to 

25 per cent. in the third quarter of 2008. The total quality office take-up became 1,5 times 

lower in the third quarter of 2008 compared with the previous quarter and it is currently 

290,000 sqm (Class A is less than 20 per cent., Class B ï 80 per cent.). At the same period of 

time in the second quarter, the take-up was about 413,500 sqm. 
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The balance between leased and sold office premises has also changed. The proportion of sold 

office premises decreased 2 times in comparison with the previous quarter and became as 

follows: sale deals 17 per cent., lease deals 83 per cent.. The major part of closed deals for 

high quality offices was from 1,000 to 2,000 sqm (in 2006-2007, the most popular deals were 

from 500 to 1,000 sqm). Although small spaces (500 sqm or less) are traditionally popular 

with tenants, the landlords have succeeded to let larger blocks. 

Deals relating to offices with an area of more than 2,000 sqm could be considered as large. 

During the first three quarters of this year, there were 56 of such large deals, which is at the 

same level as it was in 2006-2007. 

Vacancy Rates 

The level of new construction in the third quarter of 2008 increased twofold compared with 

that of the previous quarter. The demand reduced slightly. About 60 per cent. of newly 

constructed buildings came to the market with vacant space (Class A-40 per cent., Class B - 

70 per cent.). 

After stabilisation in the second quarter (8,6 per cent.), the average Moscow vacancy rate grew 

to 11.8 per cent. in the third quarter. As before, the highest Class A vacancy rates from 

November 2007 were in the Moscow City (CTY) submarket. Naberezhnaya Tower, 

Federation Tower and Northern Tower are still partly vacant. For Class B, as in the previous 

quarter, the highest vacancy rates are in the South-East (SF) submarket (about 38 per cent.). 

Commercial Terms 

Rental rates are still growing. Average rental rates for Class A buildings in closed deals are at 

the level of USD 1,100 per sqm, in open vacancies USD 1,250. Premises rented at lower rental 

rates are being leased out faster. 

Class A average rental rates in PRIME submarkets in closed deals of the third quarter were at 

the level of USD 1,400 per sqm per year, and in open vacancies about USD 1,700. Therefore 

there were no significant changes in the net asking rental rates in the third quarter. Rental rates 

in PRIME submarkets continued to grow and reached USD 3,000 per sqm or more. 

Developers are currently not lowering the rental rates. Class B average rental rates in closed 

deals are about USD 900 per sqm and in open vacancies USD 790 per sqm. 

Large companies, who have ceased staff hiring, started offering their office space for sublease. 

The trend of significant quantity growth in sublease offers appeared in the second quarter, 

when about 30 such offers entered the market offering 45,000 sqm of office space. In the third 

quarter, 25 sublease offers for 40,000 sqm of office space appeared. We expect the sublease 

offers to increase in the near future. 

China 

Economic environment in Beijing (China) 

Beijingôs economy is expected to exceed the RMB 1 trillion mark (approximately USD 146.2 

billion) by the end of 2008, with GDP around 12 per cent. Chinaôs total GDP for 2008 is 

expected to be around 9.5 per cent. 

The 2008 Beijing Olympic Games was a successful event, an opportunity Beijing used to 

attract more business into the city. 

Real estate market in Beijing (China) 

Due to the previously promulgated endless stream of policies relating to the real estate market, 

some investors have become cautious of the real estate market and have chosen either to 

employ a óhold-and-seeô strategy or exit the market. In response to the current slowdown in 

the local economy and the global financial crisis, the Chinese government introduced several 

positive policies in relation to the real estate sector, especially in the residential real estate 

sector. A series of stimulus policies promulgated in the last three months comprised of interest 

rate cuts, lower bank reserve requirement ratios, tax changes, higher credit quotas and the 

injection of central government funds into infrastructure construction. The stimulus package is 

estimated to be RMB 4 trillion (approximately USD 570 billion), and will be expended over 

the course of 2 years. 
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Office and Retail Demand and Supply Trends 

In 2008, there has been a steady supply in the office property market. For four months prior to 

and during the Beijing Olympic Games, many projects either delayed their construction 

commencement dates, or ceased construction. This has created a large demand for retail 

commercial space with limited supply in Beijing, hence vacancy rates have dropped to 6.5 per 

cent. on average in Beijing and 5.5 per cent. in Zhongguancun. 

Supply 

Several main office projects with a total GFA of 650,000 sqm have been completed this year, 

of which 50 per cent are located in the CBD submarket. 

Demand 

Vacancy rates in Beijing in the Grade A offices market have remained stable between 10 per 

cent. and 12 per cent. since 2004. There has been no significant completion of any office 

building in Zhongguancun area in 2008, and hence it is expected that vacancy will decrease 

further to 3.0 per cent., and rental will increase to 3.6 per cent. year-on-year. 

5.2 Organisational Structure (see Section 4.19 of the Registration Document) 

The Company made the following changes to its organisational structure in the course of 

restructuring its business operations in October 2008: 

¶ The business name of the company, HARBINOIR s.r.o., was changed to ñECM 

Corporate Services s.r.o.ò. 

¶ The business name of the company, TALENTONE s.r.o., was changed to ñECM ExCe 

Services s.r.o.ò. 

¶ The Company now holds 100 per cent. of the voting rights and share capital in ECM 

CITY EMPIRIA a.s., after ECM Finance a.s. transferred its 0.2 per cent. voting rights 

and share capital to the Company. 

¶ The company RYAZAN INVESTORS COMPANY LIMITED transferred to the 

Company 100 per cent. of the voting rights and share capital in the company MOLE 

ONE LIMITED and the company RYAZAN HOLD COMPANY LIMITED. 

¶ The company RYAZAN HOLD COMPANY LIMITED transferred 100 per cent. of the 

share capital and voting rights in the company PROSPEKT LLC RYAZAN 

INVESTORS COMPANY LIMITED. 

¶ ECM Finance a.s. transferred to the company ECM Corporate Services s.r.o. 50 per 

cent. of the voting rights in the company ECM Real Estate Investments, k.s. 

On 27 October 2008, the Company sold 15 per cent. of the voting rights and share capital in 

the company RYAZAN INVESTORS COMPANY LIMITED to PSJ New N.V. for the 

purchase price of EUR 5,183,978. Hence the Company now holds 85 per cent. of the voting 

rights and share capital in RYAZAN INVESTORS COMPANY LIMITED. 

The new organisational structure of the Company as of 5 December 2008 is set out in 

Appendix A of this Securities Note. 

5.3 Property Portfolio (see Section 4.7 of the Registration Document) 

5.3.1 Development Projects 

CITY COURT  

The building permit for the projects is expected to be issued by 31 December 2008. 

CITY DECO  

The application for a building permit has been submitted and the Company expects 

that the building permit will be issued by January 2009. 
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CITY ELEMENT  

The application for a building permit has been submitted and the Company expects 

that the building permit will be issued by January 2009. 

CITY EPOQUE HOTEL  

The zoning permit held by EPOQUE HOTEL a.s. is expected to become effective 

by mid December 2008. 

PALISADES 

The Company has submitted an application for the zoning permit and is currently 

negotiating the application documentation with the authorities. The Company 

intends to sell this project to a third party in the near future. 

TERASY UNHOST 

Construction for a total of 57 out of 104 family houses commenced on 25 

November 2008. 7 of these houses were completed and handed over to clients, and 

19 of these houses have been sold. Construction for the remaining houses is due to 

be completed in April 2009, subject to agreeing on fittings requested by individual 

clients for their respective houses. 

BREZNICKA RETAIL CENTRE  

The schedule for receipt of a zoning permit has been delayed until the second half 

of 2009. 

5.3.2 Future Projects 

MOSCOW OFFICE PARK II  

The Company has ceased pursuing this project. 

WROCLAW PROJECT AND PROJECTS IN OTHER POLISH CITIES  

The Company has ceased pursuing this project. 

5.4 Investment Portfolio in the Czech Republic (see Section 4.9 of the Registration 

Document) 

CITY TOWER  

As of 25 November 2008, this project is 85 per cent leased. 

VARENSKA OFFICE CENTER  

The Company has decided and is currently negotiating with interested third parties to sell the 

smaller building in the Varenska Office Centre. 

5.5 Facility Management (see Section 4.11 of the Registration Document) 

The gross income of ECM Facility a.s. as at 30 September 2008 was EUR 6.82 million. 

Through ECM Facility, the Group provides facility management services in 7 properties that 

the Group owns and also in 17 properties owned by third parties. 

ECM Facility a.s. established an energy management services section in 2006, providing 

energy in individual administered objects and premises in Czech Republic. The energy 

management section also seeks out potential investment projects in the energy sector. ECM 

Facility a.s. has supplied energy as part of its investment into joint projects with ECM Group, 

namely, Hotel Europe in Prague, Varenska Office in Ostrava, and Hotel Diplomat in Pilsner 

before it was sold in April 2008. 

ECM Facility a.s. intends to absorb its subsidiary, the company OPTISERVIS spol. s.r.o., by 

way of merger latest by 1 January 2009.  
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5.6 Vila C Project (see Section 4.14 of the Registration Document) 

The sale and purchase agreement of Vila C was registered in the Cadastral register on 11 July 

2008. 

5.7 Board of Directors 

5.7.1 Matters reserved for the Board of Directors (see Section 5.1 of the Registration 

Document) 

On 22 September 2008, the Board of Directors convened a board meeting to discuss 

and approve a temporary change of decision-making limits for Executive Vice-

Presidents for Business Units and Senior Vice-President for Excellence Centre. The 

Board of Directors approved that between 22 September 2008 and 13 November 

2008 (ñTransition Periodò), all business contracts, equity drawing, third party loan 

raising or drawing, loan raising or drawing within the approved budget, ordinary 

spending within the approved budget and all other business transactions (mainly 

creation of any financial liability or payment of existing liabilities) up to the 

EUR 10 million shall be approved by the Executive Vice-President for Corporate 

Finance. On 19 November 2008, the Board of Directors convened another board 

meeting in which they approved, amongst other matters, the extension of the 

Transition Period until the next board meeting, the date of which shall be some time 

in January 2009. 

5.7.2 Executive Committee (see Section 5.2 of the Registration Document) 

The Company terminated Mr Patrik Simekôs engagement as Executive Vice 

President for CEE, and Mr Tomas Vlcekôs engagement as Senior Vice President for 

Excellence Center in October 2008.  As a result, Mr Patrik Simek, and Mr Tomas 

Vlcek are no longer part of the Executive Committee, and no longer participate in 

the Management Incentive Scheme. 

5.7.3 Positions outside the Group (see Section 5.3 of the Registration Document) 

Mr Milan Janku recently ceased holding the following positions: 

Partner in Parnas, s.r.o. 

Chairman of Supervisory Board of LONGIN Business Center, a.s. 

Mr Milan Janku holds the following additional positions: 

Director of Earth One Limited 

Director of Earth One Operation Limited 

Director of Czech Construction N.V. 

Director of Resources N.V. 

Director of ECM Real Estate N.V. 

Director of Czech Construction N.V. 

Member of the Board of Directors of LONGIN Business Center, a.s. 

Mr Kamil Ziegler ceased holding the position of Executive Director of AAA Auto 

Group N.V. organizacni slozka as of 21 June 2008. 
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5.8 Employees (see Section 5.14 of the Registration Document) 

 As at 27 November 2008, the Company has reduced the number of its employees by 

approximately 20 per cent. 

      
As at 

30 November 2008 
    

ECM Real Estate Investments k.s.  
77 + 12 maternity 

leaves 

ECM Facility a.s.  98 

ECM Finance a.s.  15 

ECM Russia A.G. 16 

ECM Real Estate Consulting (Beijing) Co., Ltd. 16 

    
    

Subtotal  234 

Mandate contracts 

 key service suppliers (ECM Real Estate 

Investments k.s.) 

  
  

21 

    
    

Total  255 

 

5.9 Shareholding 

 As at the date of this Securities Note, the shares of the Company were held as follows: 

Shareholders  

Number of shares 

under control  % of capital  

Number of Shares 

after Shares Issue 
(1)

 

% of capital after 

Shares Issue 
             
ECM Group 

N.V.  3,418,961 75.93 5,784,553 84.22 

Mr Vladimir 

Brezina 259,000 5.75 259,000 3.77 

Free Float  824,539 18.31  824,539 12.00 
             
Total  4,502,500  100.00  6,868,092  100.00  
             
     

 

    

5.10 Material Contracts (see Section 8.6 in the Registration Document) 

5.10.1 City  Tower (see Section 8.6.2 in the Registration Document) 

¶ Tower Loan: City Tower entered into an Amendment No. 2 agreement with 

Raiffeisenbank a.s., in which they agreed to the following terms: 

Á The aggregate facility amount was increased by EUR 10.5 million to EUR 

75 million. 

Á The junior loan of EUR 7,000,000 was cancelled and instead converted into 

Tranche D up to the amount of EUR 10,500,000, which must be repaid by 

30 November 2023. 

Á The drawdown period for Tranche C was extended until 27 February 2009. 

Á The drawdown period for Tranche D was extended until 31 December 

2009. 

¶ Tower Contract: City Tower has agreed to waive its right to impose a penalty 

upon Metrostav a.s. and PSJ Holding, a.s. for their breach of the Tower Contract 

on the condition that Metrostav a.s. and PSJ Holding, a.s. enters into a settlement 

agreement with the Company stating the following terms: 

Á Metrostav a.s. and PSJ Holding, a.s. jointly agreed to compensate CITY 

TOWER for losses incurred in connection with the delay of the completion 
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of certain parts of the first phase of construction and defects in the building 

in the amount of CZK 8 million.  

Á In addition, Metrosav a.s. and PSJ Holding have agreed to perform extra 

work amounting to CZK 28 million in order to improve the current standard 

of CITY TOWER building. 

Á The abovementioned extra work, repair of defects and completion of back-

logs shall be completed latest by 30 November 2008. 

Á The deadline for completion of the fit-out of the 27th floor of CITY 

TOWER building was postponed until 1 February 2009, and defects to be 

removed latest by 15 March 2009. 

5.10.2 CITY Deco (see Section 8.6.4 in the Registration Document)  

City Decor entered into Amendment no. 1 agreement to the City Deco Loan with 

Bawag Bank on 30 August 2008, in which they agreed to extend the construction 

phase from 30 September 2009 to 31 December 2010, and the investment phase 

from 30 September 2024 to 31 December 2025. The extension of the investment 

phase was granted by Bawag Bank on the condition that: 

¶ The practical completion should occur on 31 October 2010; and 

¶ The conditions subsequent to the conditions for the investment phase are 

satisfied prior to or on 1 January 2011.  

5.10.3 CITY Element (see Section 8.6.5 in the Registration Document) 

City Element entered into Amendment no. 1 agreement to the City Element Loan 

with Bawag Bank on 25 July 2008, in which they agreed to extend the construction 

phase from 30 September 2009 to 31 December 2010, and the investment phase 

from 30 September 2024 to 31 December 2025. The extension of the investment 

phase was granted by Bawag Bank on the condition that: 

¶ The practical completion should occur on 31 October 2010; and 

¶ The conditions subsequent to the conditions for the investment phase are 

satisfied prior to or on 1 January 2011. 

5.10.4 City Epoque Hotel and City Epoque Residence (see Section 8.6.6 in the 

Registration Document) 

The Company is currently negotiating with Raiffeisenbank a.s. to extend the 

repayment date to 30 December 2009. 

ECM Finance a.s. and the Company entered into a share purchase agreement dated 

9 December 2008, pursuant to which ECM Finance a.s. transferred its 7.24 per cent. 

shareholding in Epoque Hotel a.s. to the Company for the consideration of 

14,664,000 CZK.  The Company is required to pay a major portion of the 

consideration to ECM Finance a.s. by 6 February 2009.  The Company then 

becomes the sole shareholder of Epoque Hotel a.s. 

5.10.5 City Court ( see Section 8.6.7 in the Registration Document) 

The repayment date for the City Court Loan has been extended to 31 December 

2009. 

5.10.6 Other (see Section 8.6.24 in the Registration Document) 

ECM Group N.V.  

Since 30 September 2008, the Company entered into the following material 

contracts with ECM Group N.V.: 

¶ A loan agreement dated 30 October 2008 whereby the Company borrowed EUR 

1,000,000 until 31 December 2008. The interest rate is 7 per cent. per annum. 
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The funds from this loan shall be used for general corporate purposes of the 

Company. The loan was provided by ECM Group N.V. on a non-secured basis. 

(ñ30 October loanò) 

¶ A loan agreement dated 20 November 2008 whereby the Company borrowed 

EUR 7,000,000 until 31 December 2008. The whole loan is divided into (i) 

Facility A up to the amount of EUR 4,000,000, (ii) Facility B up to the amount 

of EUR 2,000,000, and (iii) Facility C up to the amount of EUR 1,000,000. The 

interest rate with respect to each facility is 7 per cent. per annum. EUR 

1,000,000 of Facility A will be used for refinancing the 30 October loan, while 

the remaining funds from all facilities shall be used for general corporate 

purposes of the Company. The loan may be repaid either in cash or in kind by 

converting all or part of the loan in consideration of the issuance and 

subscription of new shares to be issued by the Company. The subscription price 

for such shares shall be the EUR equivalent price of CZK 303 per share, 

including any share premium paid on the nominal value of such shares, with 

reference to the EUR-CZK exchange rate published daily by the Czech National 

Bank on the day of such conversion. The likelihood of the Company making the 

repayment of this loan in kind was taken into account in determining the number 

of Issue Shares subject to the private placement. The loan was provided by 

ECM Group N.V. on a non-secured basis. 

5.11 Changes to the Companyôs trading position 

5.11.1 Financial Statements as of 30 September 2008 

On 26 November 2008, the Company announced its unaudited consolidated results 

for the nine month period ended 30 September 2008. The following is a summary 

of those results: 

¶ The Companyôs total assets increased by 11.5 per cent. to EUR 627.8 million 

(compared to EUR 563.0 million for the financial year ended 31 December 

2007). 

¶ Total equity decreased by 1.2 per cent. to EUR 146.0 million (compared to EUR 

148.0 million for the financial year ended 31 December 2007). 

¶ Net rental and related income increased by 31.9per cent. to EUR 8.4 million 

(compared to EUR 6.3 million for the nine month period ending 30 September 

2007). 

¶ The Company incurred a net operating loss before net financing result of EUR 

4.4 million. 

¶ The appreciating Czech koruna against the Euro continue to impact some lines 

of the Companyôs accounts in the nine months ended 30 September 2008 even 

though these have no impact on the Companyôs cash and business performance. 

¶ The Company made coupon payments on CZK-denominated bonds equivalent 

to EUR 1.5 million in September 2008, and Eurobonds equivalent to 4.7 million 

in October 2008. 

The Companyôs results for the nine-month period ended 30 September 2008 as 

published in the Companyôs press release of 26 November 2008 are incorporated by 

reference in, and form part of, this Securities Note. 

5.11.2 Valuations 

The Company confirms that as at the date of this Securities Note, there has been no 

material change to the valuations of properties set out in Appendix A of the 

Registration Document. 
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6 CZECH SECURITIES MAR KETS 

6.1 Introduction  

In the Czech Republic, there are two regulated markets for trading shares: the Prague Stock 

Exchange and the RM System. In addition to the regulated markets, trading of securities is 

also conducted over the counter (the ñOTC marketò). The PSE has also established a 

multilateral trading facility.  

The operations of the Prague Stock Exchange, the RM System, securities dealers, settlement 

systems and other capital market professionals in the Czech Republic are primarily regulated 

by the Czech Act on Concluding Business in the Capital Market (No. 256/2004 Coll., as 

amended) (the ñCzech Capital Market Actò) and by the Czech National Bank, which is the 

regulator of capital markets in the Czech Republic (in this role, it replaced the Czech 

Securities Commission on 1 April 2006). The majority of the regulatory standards of capital 

markets in the Czech Republic comply with applicable directives and regulations of the 

European Union.  

6.2 Prague Stock Exchange 

The PSE is the principal market in the Czech Republic in which shares, bonds, investment 

certificates, PX index futures, mortgage bonds and warrants are traded. The PSE organises 

both the regulated market (divided into the special market and the official market (which is 

divided into two segments, main market and official free market)), and multilateral trading 

facility. Mortgage bonds are traded on the official free market. On 4 October 2006, trading in 

investment certificates commenced on the official free market. On 5 October 2006, trading in 

PX index futures commenced on a special regulated market. Since 4 October 2006 warrants 

can be traded on the official free market. 

As at 12 December 2008, shares representing 29 companies were registered for trading on 

the PSE, and of these, shares representing 17 companies were registered for trading on the 

main market and 12 on the official free market. No securities were registered for trading on 

the multilateral trading facility. The total market capitalisation for shares at said date with 

respect to companies registered for trading on the main market and all companies registered 

for trading on the PSE was approximately CZK 1,012 billion (EUR 39 billion) and 

CZK 1,043 billion (EUR 40 billion) respectively.  

The PSE is a private organisation, comprising 21 members as at 12 December 2008. Only 

corporate entities holding a securities dealerôs licence issued by the Czech National Bank (or 

its predecessor, the Czech Securities Commission) and foreign entities that are licensed to 

provide investment services are eligible for membership in the PSE, which is regulated by 

the Czech Capital Market Act, various decrees, and its internal rules. Except for the Czech 

National Bank, and the Czech Republic, which act through the Ministry of Finance and 

certain other entities under specific conditions, only members of the PSE are allowed to trade 

directly on the PSE under Czech law, either on their own behalf or on behalf of their clients. 

Non-members can only trade indirectly through a PSE member.  

The listing of securities on the PSE is extensively regulated by the applicable EC secondary 

legislation and the Czech Capital Market Act, which set out minimum listing requirements 

and specify certain reporting obligations. In addition, the PSE has specific listing and 

reporting rules for each of its markets (the ñListing Rulesò). 

Under the Czech Capital Market Act and the Listing Rules, a foreign shares issuer that has 

its registered office in another EU member state or whose prospectus was approved by the 

supervisory authority of another EU member state does not have to apply for the approval of 

such prospectus in the Czech Republic. The foreign issuer will fully comply with the 

respective rules, if it provides to the domestic supervisory authority a prospectus that has 

been approved by the supervisory authority of the respective EU member state, together with 

a certificate stating that the prospectus has been prepared in compliance with the laws of the 

European Community.  
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6.3 Main market   

In order for a company to have its equity securities admitted to the main market of the PSE, 

the following principal criteria must ordinarily be met: (i) the securities to be admitted must 

be fully paid up and must be tradable without any restrictions; and (ii) a prospectus must be 

published subsequent to its approval by the Czech National Bank or any other EC competent 

authority.  

The PSE Committee on Listing (ñPSE Listing Committeeñ) decides whether or not to admit 

a security to the main market. The PSE Listing Committee will not accept an issue if it is 

aware of circumstances which, in the event that the issue is accepted, may lead to the 

damaging or threatening of the investors' interests or the threatening of important public 

interests. A company admitted to the main market is required to make certain financial 

information publicly available. In particular, such a company must file with the PSE 

preliminary financial results if it compiles them and quarterly financial results, unaudited 

semi-annual and annual reports and audited annual financial statements. Furthermore, the 

company must notify the PSE of certain information, in particular changes in its financial 

condition, including: (i) extensive information regarding the securities in question, the 

payout of dividends and all changes to rights relating to the listing of securities; (ii) 

information about the convening of a general meeting and its decisions on all matters; (iii) 

proposals for changes to the founding document; (iv) any changes to the entry in the 

Commercial Register involving the issuer; (v) changes in the Shareholder structure; (vi) any 

changes in the members of the board of directors or supervisory board of the company and in 

the management thereof; (vii) any changes in the companyôs ownership interests; (viii) any 

legal or commercial dispute involving 5 per cent or more of the companyôs assets; (ix) the 

filing of a petition for a declaration of bankruptcy against the company or its material 

subsidiary or an imminent threat of such a filing; (x) new patents and licences; (xi) a change 

of auditors; and (xii) other changes in the companyôs financial situation, such as changes in 

the data in the prospectus and other facts that could influence the price of shares or could 

worsen the companyôs ability to meet its obligations arising from the issues of securities, in 

particular the fact that the company is in default with any of its due monetary obligations to a 

bank or other financial institution or that it is in default with any monetary obligation that 

exceeds 5 per cent. of the companyôs equity capital.  

For more details on the Listing Rules applicable to an issuer of securities traded on the main 

market please see below. 

6.4 Official free market  

The official free market enables companies to have their securities publicly traded on a regulated 

market without having to comply with the admission and extensive financial disclosure 

requirements applicable to companies whose securities are admitted to the main market. Besides 

shares and bonds, (including mortgage bonds) and investment certificates are traded on the 

official free market. Since 4 October 2006 warrants can be traded on the official free market. 

Under both listing rules applicable to securities traded on the official free market and listing rules 

applicable to investment certificates and warrants, application for the admission of a security to 

the official free market can be filed by an issuer or by a member of the PSE authorised by the 

issuer. The application must provide certain basic data with regard to the issuer and the issue and 

the prospectus must be approved by the Czech National Bank. The application is decided by the 

PSE Listing Committee.  

Under the listing rules applicable to investment certificates and warrants, the issuer of warrants or 

investment certificates has to comply with certain disclosure duties under the PSE rules relevant 

for the admission and trading on the official free market. It has to submit to the PSE unaudited 

half-yearly and annual financial statements, all information on changes of rights relating to 

warrants or investment certificates, all insider information relating to the issuer and all significant 

information needed to protect investors or provide for smooth functioning of the market. 

Furthermore, the issuer has to submit to the PSE every proposal for changes in the articles of 

association of the issuer and every proposal for the increase or decrease of the registered capital, 

both in case the proposed changes could influence the rights of the owner of a warrant or an 

investment certificate. 
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6.5 Multilateral Trading Facility  

The current PSEôs listing rules applicable to securities traded on the multilateral trading 

facility came into force on 1 December 2008. For an issue to be accepted, an application 

with certain basic data regarding the issuer and the prospectus (or a summary document) 

must be filed. Application for the admission of a security to the unregulated free market can 

be filed by an issuer or by a member of the PSE. The application is decided by the general 

director of the PSE. Except for a disclosure duty regarding some basic information, there are 

no other information duties imposed on the issuer.  

6.6 Trading  

The PSE is an electronic exchange and trades are effected through its automated trading 

system. The exchange trading and information system is based on the automated processing 

of buy and sell orders entered into the system by member firms.  

Securities traded on the PSE are divided into six trading groups. The first trading group 

comprises shares and bonds except for shares traded in SPAD. The second trading group 

includes certificated shares and bonds. The third group comprises selected shares included in 

SPAD trading. The fourth group includes investment certificates. The fifth trading group 

comprises futures, and the sixth trading group includes warrants. 

Trading can be currently undertaken in the following ways:  

(i) trades with the participation of market makers within the SPAD;  

(ii)  automatic trades; 

(iii)  block trades; 

(iv) trades with the participation of a specialist; or 

(v) futures trades. 

SPAD is based on the participation of market makers. A market maker is a PSE member who 

has entered into an official contract with the PSE to act as a market maker for selected 

issues. Trading is divided into either an open or closed phase. During the open phase, market 

makers are obliged to make their quotations and the price is set according to the best 

quotation. During the closed phase, market makers are not obliged to make quotations and 

trading can be made within the allowed spread defined by the best quotation in the open 

phase.  

Automatic trading is effected in two forms: (i) auction trading, which is based on the 

accumulation of buy and sell orders through the automated trading system at a particular 

time, at which a single price for the security is fixed ï the price fixed on a given day can 

differ from the closing price from the previous day by a maximum of 5 per cent. and (ii) 

continuous trading which enables conclusion of transactions based on continually filed buy 

and sell orders for investment instruments.  

Block trades are effected in two forms: (i) block trades between PSE members and (ii) block 

trades between a PSE member and a non-member. For these trades, both the price and 

number of securities are determined by an agreement between the buyer and seller, but the 

trade is registered and settled in the automatic trading system of the PSE.  

Two new methods of trading were introduced in connection with the commencement of 

trading in PX index futures and investment certificates. Both are similar to that used to trade 

within SPAD. Futures trades are performed with the participation of market makers who 

have the duty of maintaining supply and demand. The futures trading takes place in two 

phases, i.e. in an open phase followed by a closed one. 

Investment certificates are traded with the participation of a specialist, which is a similar 

method of trading to that employed in respect of PX index futures. Where there are three or 

more specialists for a certain investment certificate the trading method used will be SPAD. 

Warrants can be traded in the same way as investment certificates are traded, i.e. with the 

participation of a specialist. Automatic trading may be used as well if approved by the PSE 
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Trading Committee. When there are three or more specialists for a certain warrant the 

trading method used will be SPAD. The decision will be made on an issue by issue basis. 

Trading with participation of a specialist is based on the activity of a specialist, who is a 

member of the PSE authorised to act as a specialist for a certain investment certificate or for 

a certain warrant upon a decision of the general director of the PSE. The task of the specialist 

is to maintain supply and demand. Trading with participation of a specialist takes place in 

two phases, i.e. open phase followed by a closed one. During the open phase, the specialist is 

obliged to make his quotations. During the closed phase, the specialist may not make any 

quotations. In both the open and closed phases, the members of the PSE may conclude trades 

with investment certificates or with warrants only within the allowable spread valid at the 

given moment. 

6.7 Indices  

There are two general indices calculated by the PSE which track daily prices on the PSE. In 

addition, there are a number of other indices calculated by other participants in the capital 

markets. The PSE uses (a) the PX, which on 20 March 2006 replaced the PSE indices PX 50 

and PX-D, and (b) PX-GLOB.  

The PX index is an official index of the PSE. It has been calculated since April 1994 because 

it took over the history of the PX 50 index. The PX index comprises so-called ñblue chipò 

issues only. Its base is adjusted quarterly using several criteria, in particular market 

capitalisation. The PX base comprises 14 stocks. The PX-GLOB, which is a broad-based 

price index, is also an official index of the PSE. It currently comprises 32 stocks.  

6.8 The RM System  

The RM System is a privately owned entity in which securities trading takes place through a 

computerised bid and offer matching system that operates every business day. Trades 

through the RM System may be placed either by a securities dealer or directly by an investor. 

Trading on the RM System is conducted through a network of 52 designated locations. The 

auction price varies during the course of the day according to the actual bids and offers. 

Settlement takes place on the same trading day. Book-entry securities traded on the RM 

System are settled through the Securities Centre.  

6.9 The OTC Market  

In addition to the regulated securities markets, a portion of securities trading is conducted on 

the OTC market.  

OTC market trades concerning shares in book-entry form are settled in the Securities Centre. 

The Securities Centre publishes the volumes and prices of securities traded on the OTC 

market on a daily basis. 

6.10 Czech National Bank  

The main regulator of the securities market in the Czech Republic is the Czech National 

Bank, which on 1 April 2006 took over the role of the Czech Securities Commission, 

including all its duties. Therefore, since 1 April 2006 the mission of the Czech National 

Bank has been, among other things, to foster investor confidence in the securities market 

through the protection of investors, the development of the Czech capital market and the 

promotion of public knowledge in this area. The Czech National Bank is authorised to 

supervise compliance on the part of securities market professionals with applicable laws and 

regulations. The Czech National Bank issues licences to professionals operating on the 

Czech securities market. For instance, a licence from the Czech National Bank is required 

for the operation of a stock exchange, for the operation of a settlement system or in order to 

provide services as a securities dealer.  

Any public offer of securities in the Czech Republic and any trading of securities on a 

regulated market of the PSE must be preceded by the publication of a prospectus describing 

the offered or listed securities and their issuer. Prior to its publication, the Czech National 

Bank must approve the prospectus, unless the prospectus has already been approved by 

another competent EU authority and passported to the Czech Republic. Only after the 
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prospectus has been so approved or passported and published can the PSE admit the 

securities for trading. Issuers are liable for any incorrect or misleading statements or 

omissions of fact contained in the prospectus and may be held liable for damages arising 

there from.  

Under the Czech Capital Market Act, all issuers of securities traded on the PSE must publish 

an annual report and a semi-annual report containing certain information about their business 

and financial conditions. Such issuers must also without undue delay publish information 

about any event which is significant for the protection of investors or the due operation of 

the market. 

6.11 Foreign currency regulations in the Czech Republic  

The Issue Shares are deemed to be foreign securities within the meaning of Czech Act 

No. 219/1995, the Act on Foreign Exchange, as amended (the ñForeign Exchange Actò). 

Pursuant to the Foreign Exchange Act, it is not necessary to obtain a foreign exchange 

licence or foreign exchange permit for individual purchases or sales of foreign securities to 

foreigners or residents, or for transactions with foreign securities conducted as a business 

activity, except as specified below. However, transactions with foreign securities may be 

subject to a reporting obligation.  

In the event of an emergency situation in the area of foreign exchange management, if the 

Czech Republicôs ability to make foreign payments is directly and seriously endangered, it is 

prohibited, without a special permit of the Czech National Bank, among other things, to (i) 

acquire foreign-currency values (including the Issue Shares) for Czech currency, or (ii) make 

any payments abroad from the Czech Republic (including transfers of funds between banks 

and their branches). In the event of such an emergency situation, if the internal monetary 

balance of the Czech Republic is directly and seriously endangered, it is prohibited, among 

other things, to transfer funds from abroad into the Czech Republic between banks and their 

branches without a special permit of the Czech National Bank. An emergency situation in the 

area of foreign exchange management may be declared by the Czech government in the 

event of an unfavourable development of the balance of payments which directly and 

seriously endangers the ability to make payments abroad or the internal monetary balance of 

the Czech Republic. An emergency situation in the area of foreign currency management 

ends no later than three months after the date on which it was announced in the mass media.  

6.12 Czech Securities Market Law 

6.12.1 Czech law  

The Companyôs shares are traded on the main market of the PSE and the Company 

needs to comply with certain provisions of Czech law regulating capital markets 

and with the Listing Rules.  

The Company is in particular subject to the following provisions of the Czech 

Capital Market Act: (i) Sections 118 to 121 and 123 of the Czech Capital Market 

Act regulating the provision of information to the public and (ii) Sections 124 to 

127 of the Czech Capital Market Act concerning the rules applicable to market 

manipulation and insider dealing (including ñsafe harboursò for carrying out share 

buy-back programs and stabilisations).  

6.12.2 Czech Capital Market Act 

Under the Czech Capital Market Act the following are applicable to the Company. 

(i) Ad Hoc publicity 

Under the Czech Capital Market Act, the Company is required to publish without 

delay any insider information (as defined below) which concerns the Company 

directly or indirectly. Such information must be clear and not misleading. The 

Company is required to post such information on the Companyôs website and 

notify the Czech National Bank. The Company may delay the publication of 

relevant information for serious reasons, but only if investors would not be misled 

as a result of the non-disclosure of such information and the Company is able to 
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ensure the confidentiality of such information. If the Company decides to delay the 

publication of insider information, it must inform the Czech National Bank, stating 

the reasons for delay and content of the insider information. 

The Company must also publish on the Internet and send to the Czech National 

Bank (electronically) all information about the convening of the general meeting of 

the Company, payments of dividends, any decision to issue new shares and any 

decision to exercise a subscription right.  

Within 20 working days from the publication of its annual financial statement, the 

Company must also at least annually provide the Czech National Bank with a 

document that contains or refers to all information that it has published during the 

preceding 12 months in the Czech Republic and under the securities and certain 

other laws of the Czech Republic and in other countries under EC or the domestic 

capital market law of said other countries.  

(ii)  Changes in major shareholdings 

Czech law imposes notification requirements in respect of certain shareholdings in 

companies which are listed on the Prague Stock Exchange which have their 

registered office in the Czech Republic. Thus, these requirements do not apply to 

the Company or any holders of its shares. 

(iii)  Management trading in shares  

Any person with managing authority in the Company and persons related to those 

persons (this category is broadly defined) must notify the Czech National Bank of 

the existence of any transactions conducted on their own account relating to the 

Companyôs shares or derivatives linked to such shares. This obligation is 

applicable only if the aggregate value of such transactions (i.e. including those 

conducted on the account of related persons) exceeds EUR 5,000 per calendar year. 

The Czech National Bank will publish such information without delay on its 

website. 

(iv) Insider trading 

Insider information is defined as accurate information not known to the public 

which concerns directly or indirectly an investment or other instrument which has 

been admitted (or relevant application has been filed) for trading on the regulated 

market of a member state of the European Union (a ñFinancial Instrumentò) or 

other instrument which has not been admitted to such market, the value of which is 

derived from the Financial Instrument, the issuer of such Financial Instrument or 

other facts that are important for the development of the quoted price or other price 

or yield of such Financial Instrument, and which would, if it were publicly known, 

substantially influence the quoted price of, or proceeds from, such Financial 

Instrument or other instrument, the value of which is derived from such Financial 

Instrument. A reasonable investor would likely use such information as the basis 

for an investment decision. 

An insider is any person who obtains insider information either due to his 

profession or employment, position or shareholding in the issuer or in relation to 

the fulfilment of his duties. Any person who gains access to insider information by 

way of a criminal offence is also deemed to be an insider. A person who obtains 

insider information in another manner and is or should be aware that such 

information constitutes insider information is also deemed to be an insider. 

In general, Czech criminal law prohibits the abuse of insider information on Czech 

territory or by Czech citizens abroad. Any insider who uses insider information 

that is not yet public with the intention of gaining advantage for himself or a third 

party is (depending on the amount of financial advantage) liable to a penalty of up 

to twelve yearsô imprisonment and a fine of up to CZK 5 million (on top of a fine 

of up to CZK 10 million under the Czech Capital Market Act). 
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(v) Market manipulation 

Under the Czech Capital Market Act, market manipulation means an act that may 

distort the view of participants in the capital market with respect to the value of, 

supply of or demand for a financial instrument. Market manipulation also means 

any other act that may distort the quoted price of a financial instrument. Such act is 

not regarded as market manipulation if the person who entered into the transaction 

or issued the trade order has a legitimate reason for carrying out such act and the 

transaction or trade order conforms to accepted market practices on the regulated 

market concerned. There are also other exceptions which are modelled on the basis 

of the relevant EC market abuse legislation. Market manipulation is prohibited and 

is subject to an administrative fine of up to CZK 20 million. The fine may be 

imposed by the Czech National Bank.  

6.12.3 Prague Stock Exchange Listing Rules 

Further, the Company will be subject to the Listing Rules issued by the PSE 

applicable to the issuer of securities traded on the main market.  

Under the Listing Rules the Company will have to provide the PSE, most 

importantly with the following: (a) financial information, such as preliminary 

financial results (if the Company compiles them), quarterly financial results, 

regular non-consolidated financial statements verified by an auditor (unless an 

exemption is obtained from the Czech National Bank and the PSE), consolidated 

financial statements verified by an auditor (if the Company consolidates); (b) 

information regarding ordinary or extraordinary general meetings, such as an 

invitation or announcement of a general meeting (this must be provided at least 

30 days before an ordinary general meeting and at least 15 days before an 

extraordinary general meeting); decisions of the general meeting regarding the 

election and recalling of members of the board of directors and of the supervisory 

board and other bodies; changes to the articles of association and memorandum of 

association; changes to the registered capital; issuing of bonds; changes in the type 

of shares issued by the Company; applications for the withdrawal of securities 

from the official market, limitation of the transferability of shares, the exclusion or 

limitation of the right of first refusal in respect of obtaining convertible or priority 

bonds or the subscription of new shares; the sale of the Company or part thereof; 

the dissolution of the Company by liquidation; the dissolution of the Company 

without liquidation; a change to the business plan; approval of the financial 

statements and the structure of the distribution of profits; (c) minutes from 

ordinary/extraordinary/alternative general meetings, including annexes (no later 

than 30 days after the general meeting); (d) annual reports and semi-annual reports 

(these reports must also be published on the Companyôs website and sent to the 

Czech National Bank); (d) the decision of the supervisory authority over the capital 

market concerning the Company or shares issued by the Company (immediately 

after coming into force); (e) applications for the registration in the companies 

register of important changes, such as the dissolution of the Company 

(immediately after the application is submitted); (f) information about the 

Companyôs ownership interests in other parties, and changes thereto; (g) a report 

on the structure of the controlling Shareholders of the Company; (h) new patents 

and/or licences; (i) new important contracts; (j) legal and commercial disputes; (k) 

important subsidies or grants; (l) personnel changes to the board of directors, 

supervisory board, and top management, and other facts that could directly or 

indirectly cause changes to the securitiesô share price or rate; (m) a proposal for 

changing the articles of association or memorandum of association or a proposal to 

increase or decrease the registered capital; (n) the announcement of a change of 

auditors; (o) other changes to the Companyôs financial situation; changes to the 

prospectus and other facts which could directly or indirectly cause changes to the 

securitiesô share price or rate or which could worsen the Companyôs ability to meet 

its obligations from the issue of shares information that a proposal to declare the 

Company or its major subsidiaries bankrupt has been filed or that there is an 

imminent threat of such a filing; information about the fact that the Company is in 
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default with any of its due monetary obligations to a bank or other financial 

institution or that it is in default with any monetary obligation that exceeds 5 per 

cent. of the Companyôs equity capital; information about the fact that any monetary 

obligation to a bank, other financial institution or the state or any other significant 

monetary obligation has fallen due; information about the convening of a meeting 

of bond owners; the exercising of rights from convertible or priority bonds; the 

payout of earnings or the payout of bonds; information about all received loans or 

credit and in particular about guarantees and other security provided in connection 

therewith in the case of priority and convertible bonds; information about any 

changes to the rights relating to shares that may be acquired on the basis of those 

bonds; information about the fact that a committee of creditors or another similar 

formal or informal group of creditors has been formed, met or taken action for the 

purpose of evaluating the ability of the Company to meet its monetary obligations, 

the restructuring of the Companyôs debts, the postponement of the due date of the 

Companyôs obligations, the conversion of debt into registered capital or 

composition, information about the fact that a contract has been concluded among 

creditors binding them to proceed jointly or that the creditors have informally 

decided on such a joint procedure vis-à-vis the Company, or that formal or 

informal talks among such committee or group creditors have been commenced.  

The Company must ensure that identical information is provided in the Czech 

Republic, at the same time, to that provided in other countries, particularly in 

Luxembourg. 
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7 TAXATION  

A summary of Czech and Luxembourg tax consequences of an investment in the Issue Shares is 

set forth below. The summary is for general information only and does not purport to be a 

comprehensive description of all the tax considerations which may be relevant to a decision to 

invest in or hold Issue Shares. Prospective investors should consult their own tax advisers as to 

the particular tax consequences of their purchasing, owning and disposing of the Issue Shares, 

including the applicability and effect of state, local, foreign and other tax laws and possible 

changes in tax law. 

7.1 Czech Republic 

Income tax  

Taxation of dividends 

Dividends paid on the Issue Shares will be treated as income from a Luxembourg source 

(i.e. as income from sources outside the Czech Republic). The gross amount of dividends 

paid on the Issue Shares (before any amounts are withheld in respect of Luxembourg 

taxes) received by an individual Shareholder who is a Czech tax resident will be taxed as 

ordinary income subject to personal income tax at a marginal rate 15 per cent. Subject to 

applicable restrictions and limitations that may vary depending on the circumstances of the 

Czech individual Shareholder who is a Czech tax resident, Luxembourg taxes withheld at 

a rate not exceeding the rate provided in the Double Tax Treaty concluded between the 

Czech Republic and Luxembourg (15 per cent. of gross amount of dividends) will be 

creditable against the Czech personal income tax liability of the Czech individual 

Shareholder who is a Czech tax resident. If an individual Shareholder is a Czech tax non-

resident, his dividend income is not subject to Czech income tax, unless the non-resident 

performs a business through a permanent establishment in the Czech Republic, to which 

the Issue Shares are effectively connected. Czech tax residency is generally triggered if the 

individual resides in the Czech Republic for more than 183 days per calendar year, or if he 

has a permanent home in the Czech Republic. 

Unless an exemption from tax applies, the gross amount of dividends paid on the Issue 

Shares (before any amounts withheld in respect of Luxembourg taxes) received by a 

corporate Shareholder, who is a Czech tax resident will be included into a separate tax 

base of the corporate Shareholder and will be taxed at a flat tax rate of 15 per cent. Subject 

to applicable restrictions and limitations that may vary depending on the circumstances of 

the corporate Shareholder, who is a Czech tax resident, Luxembourg taxes withheld at a 

rate not exceeding the rate provided in the Double Tax Treaty concluded between the 

Czech Republic and Luxembourg (15 per cent. of gross amount of dividends, or 5 per cent. 

of gross amount of dividends if the corporate Shareholder holds directly at least 25 per 

cent. of the capital of the company paying the dividends) will be creditable against the 

Czech corporate income tax liability of the Czech corporate Shareholder. A non-Czech 

owner of the Issue Shares (a ñNon-Czech Shareholderò) will be regarded as a Czech tax 

resident and as such be subject to Czech income tax if it is effectively managed in the 

Czech Republic. A Non-Czech Shareholder that carries on business in the Czech Republic 

through a permanent establishment with which the Issue Shares are effectively connected 

is also liable to pay Czech corporate income tax in relation to dividends on the Issue 

Shares. 

The dividends are exempt from Czech corporate income tax, if the Shareholder holds 

directly at least 10 per cent. of the Issue Shares for a minimum period of 12 consecutive 

months and if the Shareholder is either (i) a Czech tax resident having the form of a joint-

stock company, limited liability company or a cooperation or (ii) a tax resident and subject 

to corporate income tax in another EU Member State having one of the forms listed in the 

Annex to the EC Parent-Subsidiary Directive and carrying on business in the Czech 

Republic through a permanent establishment with which the Issue Shares are effectively 

connected. 
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Taxation of capital gains 

Unless an exemption from tax will apply, a capital gain realised by an individual 

Shareholder who is a Czech tax resident upon the sale of the Issue Shares will be taxed as 

ordinary income of the individual Shareholder subject to a marginal rate of personal 

income tax 15 per cent. in 2008 and 12.5 per cent. from 2009 onwards.  

However, a capital gain derived by an individual Shareholder who is a Czech tax resident 

from the sale of the Issue Shares will be exempt from Czech personal income tax if (i) the 

Issue Shares are held by the individual Shareholder for a period exceeding six consecutive 

months; (ii) the individual Shareholder did not hold direct or indirect share exceeding 

5 per cent. of the capital or 5 per cent. of voting rights of the Company during 24 months 

prior to the sale of Issue Shares; and (iii) the Issue Shares did not form part of the business 

asset of the individual Shareholder at any point of time prior to their sale. If the third 

condition is not fulfilled, an exemption from tax may still apply under certain 

circumstances, provided that the business activities of the individual Shareholder have 

been terminated. 

If an individual Shareholder who is a Czech tax resident is an accounting unit subject to 

Czech accounting standards for entrepreneurs, who holds the Issue Shares in connection 

with his business activities, a loss upon the sale of the Issue Shares is considered tax 

deductible if the Issue Shares were held for trading (in a similar way to a Czech corporate 

Shareholder). If an individual Shareholder who is a Czech tax resident holds the Issue 

Shares with no relation to his business activities, the loss incurred upon the sale of the 

Issue Shares is generally treated as tax non-deductible except for a situation when such 

loss is deducted against other taxable capital gains derived by the Czech individual 

Shareholder from the sale of securities in a given taxable period (provided that such 

securities do not form part of the business asset of the Czech individual Shareholder on the 

date of their sale or an exemption from tax applies). 

Capital gains realised by a corporate Shareholder who is a Czech tax resident upon the sale 

of the Issue Shares will be taxed as ordinary income of the corporate Shareholder subject 

to Czech corporate income tax at the rate of 21 per cent. in 2008, 20 per cent. in 2009 and 

19 per cent. from 2010 onwards. Any losses incurred by the corporate Shareholder who is 

a Czech tax resident upon the sale of the Issue Shares should be treated as tax deductible 

for corporate income tax purposes if those Issue Shares were held for trading, provided 

that the general conditions for tax deductibility are met. 

The capital gain realised by a Shareholder who is not a Czech tax resident upon the sale of 

the Issue Shares will be taxable in the Czech Republic only if the Issue Shares held by 

such Shareholder are sold to a Czech tax resident or to a permanent establishment of a 

Czech tax non-resident located in the Czech Republic. The consideration paid to such 

Shareholder who is not a Czech tax resident or a resident of another EU Member State or 

EEA state in respect of such sale of the Issue Shares may be subject to a 1 per cent. 

ñsecurity tax advanceò withheld by the buyer of the Issue Shares. However, the majority of 

double tax treaties concluded by the Czech Republic generally eliminate the taxation of 

the capital gains derived from the sale of the Issue Shares in the Czech Republic provided 

that the Issue Shares will not form part of the business property of the Shareholderôs, who 

is not a Czech tax resident, permanent establishment in the Czech Republic. In such case, 

the ñsecurity tax advanceò would not have to be withheld by the buyer of the Issue Shares. 

Inheritance and gift tax 

According to the Czech Tax Act on Inheritance, Gift and Real Estate Transfers Act, the 

inheritance or gift of shares may be subject to Czech inheritance or gift tax at a rate that 

varies from 0.5 per cent. to 40 per cent., depending on the value of the asset transferred 

(generally the fair market value or the value assessed by an independent expert if the fair 

market value is not available) and the relationship of the deceased to the heir or of the 

donor to the donee. There are a number of exemptions available from the gift or 

inheritance taxes depending on the value of the Issue Shares and the relationship between 

the deceased/donor and the heir/donee. 
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Generally, the taxpayer of gift tax is the donee while the donor is a guarantor. However, if 

a gift is donated by an individual with his permanent home in the Czech Republic or a 

corporation with its registered seat in the Czech Republic to either an individual who has 

not his permanent home in the Czech Republic or to a company which has not its 

registered seat in the Czech Republic, then the tax-payer is the donor (and not the donee). 

The taxpayer of inheritance tax is the heir. If the deceased was a Czech citizen with a 

permanent home in the Czech Republic owning the Issue Shares, inheritance tax applies to 

all of his/her Issue Shares regardless of their location. If the deceased was either a Czech 

citizen who had no permanent home in the Czech Republic or a foreigner (i.e. not a Czech 

citizen), inheritance tax applies only to the Issue Shares located in the Czech Republic. 

Other Czech taxes 

No Czech stock exchange transfer tax, value added tax, stamp duty or other tax is levied 

on the acquisition, the sale or the disposal of shares. 

7.2 Luxembourg 

Withholding tax 

Since the change of its tax status, the Company is fully subject to Luxembourg income 

taxes. The Company is considered to be a Luxembourg resident company for tax purposes 

and as such benefits from double taxation treaties concluded by Luxembourg. 

Under current Luxembourg tax law, dividends distributed by the Company to its 

Shareholders are subject to a 15 per cent. withholding tax computed on the gross amount 

of the dividend distributed.  

This rate could be reduced pursuant to double taxation treaties concluded between 

Luxembourg and the country of residence of the Shareholders. Under most of the double 

taxation treaties concluded by Luxembourg, dividend withholding tax is reduced on 

dividends distributed to Shareholders who are resident in the country with which 

Luxembourg has entered into the double taxation treaty. Withholding tax is usually 

reduced by refunding to the Shareholder the excess of the total amount withheld over the 

withholding tax actually owed under the pertinent double taxation treaty upon the 

Shareholderôs application for a refund to the Luxembourg tax authorities (Administration 

des Contributions Directes, Division 5 ï Relations Internationales, 18 rue du Fort Wedell, 

L-2982 Luxembourg). Forms for the refund request can be obtained from the Luxembourg 

tax authorities. 

No withholding tax is levied if the dividends are paid to a joint stock company which is a 

fully taxable Luxembourg resident company, or to a company resident in a Member State 

of the European Union as defined in article 2 of EU Directive 90/435/EEC of 23 July 1990 

as amended or to its permanent establishment located in Luxembourg, or to the 

Luxembourg permanent establishment of a company resident in a country which has 

concluded a double taxation treaty with Luxembourg or to a joint stock company which is 

fully taxable company resident of the Swiss Confederation or a cooperative company 

resident in a country which is member of the European Economic Area (ñEEAò) and 

which is fully liable to a tax corresponding to Luxembourg corporate income tax or to the 

permanent establishment of a limited liability company or of a cooperative company 

resident in a country which is a member of the EEA, provided that at the date of the 

payment, the Shareholder holds or commits itself to hold, directly or through a tax 

transparent vehicle, during an uninterrupted period of at least 12 months, a participation of 

at least 10 per cent. in the capital of the Company or a participation with an acquisition 

price of at least EUR 1.2 million. 

Individual income tax and corporate income tax 

Taxation of dividends 

Dividends received from the Company by Luxembourg resident individuals are subject to 

Luxembourg individual income tax, at progressive rates ranging from 8.2 per cent. to 38.9 

per cent. (including the contribution to the employment fund). Luxembourg resident 

individuals receiving dividends will be exempt from tax on 50 per cent. of these dividends. 
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Dividends distributed by the Company to a Luxembourg resident company, or to a 

permanent establishment located in Luxembourg, which does not fall within the scope of 

the Luxembourg participation exemption regime are subject to Luxembourg corporate 

income tax (including the contribution to the employment fund and the municipal business 

tax). Half of the dividends received from the Company are however excluded from the 

taxable basis of the Shareholder. 

According to the Luxembourg participation exemption regime, dividends distributed by 

the Company to a Luxembourg joint stock company or to a permanent establishment 

located in Luxembourg of a company resident in a member state of the European Union as 

defined in article 2 of the EU Directive 90/435/EEC of 23 July 1990, or to a permanent 

establishment located in Luxembourg of a company resident in a country which has 

concluded a double taxation treaty with Luxembourg or to a permanent establishment 

located in Luxembourg of a joint stock company or of a cooperative company resident in a 

country member of the EEA, are exempt from corporate income tax in Luxembourg 

provided that, at the date of the distribution, the Shareholder holds or commits itself to 

hold, directly or through a tax transparent vehicle, during an uninterrupted period of at 

least 12 months, a participation of at least 10 per cent. in the capital of the Company or a 

participation with an acquisition price of at least EUR 1.2 million. 

Dividends distributed to holding companies subject to the Law of 31 July 1929 as 

amended and incorporated before 31 July 2006 to undertakings for collective investments 

subject to the amended laws of 20 December 2002 or to the law of 13 February 2007, to 

companies subject to the law of 15 June 2004 on venture capital vehicles and to family 

wealth management companies subject tot he law of 11 May 2007 are not subject to any 

Luxembourg income tax. 

For a Shareholder resident in Luxembourg and for a non-resident Shareholder that holds 

the Issue Shares as part of the assets of a permanent establishment (including a permanent 

representative) or fixed base in Luxembourg, withholding tax will be credited against the 

individual income or corporate income tax liability upon the Shareholderôs income tax 

assessment.  

Dividends distributed to non-resident individuals or non-resident companies which do not 

have a permanent establishment (not a permanent representative) in Luxembourg are not 

taxable in Luxembourg, apart from the dividend withholding tax, if applicable. 

Taxation of capital gains 

Capital gains realised upon the disposal of Issue Shares by a Luxembourg resident 

individual Shareholder are not subject to taxation in Luxembourg, unless the disposal 

occurs less than six months after the acquisition of the Issue Shares or precedes the 

acquisition, or the disposal occurs more than six months after the acquisition of the Issue 

Shares and the Shareholder, together with family members, has held more than 10 per 

cent. of the share capital of the Company at any time during the five preceding years.  

Capital gains realised upon the disposal of the Issue Shares by a Luxembourg resident 

company, or by a permanent establishment located in Luxembourg, are fully subject to 

corporate income tax (including the contribution to the employment fund and the 

municipal business tax) in Luxembourg, except if the Luxembourg participation regime is 

applicable. 

According to the Luxembourg participation exemption regime, capital gains realised upon 

the disposal of the Issue Shares by a Luxembourg joint stock company or by a permanent 

establishment located in Luxembourg of a company resident in a member state of the 

European Union as defined in article 2 of the EU Directive 90/435/EEC of 23 July 1990, 

or by a permanent establishment located in Luxembourg of a company resident in a 

country which has concluded a double taxation treaty with Luxembourg or by a permanent 

establishment located in Luxembourg of a joint stock company or of a cooperative 

company resident in a country member of the EEA, are exempt from corporate income tax 

(including the contribution to the employment fund and the municipal business tax) in 

Luxembourg provided that, at the date of the disposal, the Shareholder holds or commits 

itself to hold, directly or through a tax transparent vehicle, during an uninterrupted period 
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of at least 12 months, a participation of at least 10 per cent. in the capital of the Company 

or a participation with an acquisition price of at least EUR 6 million. 

Capital gains realised upon the disposal of the Issue Shares by holding companies subject 

to the Law of 31 July 1929 as amended and incorporated before 31 July 2006 and by 

undertakings for collective investments subject to the amended laws of 20 December 2002 

or to the Law of 13 February 2007, by companies subject to the law of 15 June 2004 on 

venture capital vehicles and by family wealth management companies subject to the Law 

of 11 May 2007 are not subject to any Luxembourg income tax. 

No Luxembourg income tax will be payable, as a result of a disposal of the Issue Shares 

by an individual or corporate Shareholder that is a non-resident of Luxembourg, unless the 

participation held by the Shareholder, together with family members, represents more than 

10 per cent. of the share capital of the Company, and the relevant Shareholder was a 

Luxembourg resident taxpayer for more than 15 years and has become a non- resident 

taxpayer less than five years before the sale of the Issue Shares, or the participation held 

by the Shareholder, together with family members, represents more than 10 per cent. of 

the share capital of the Company and the Issue Shares have been held less than six months 

at the time of the sale. These conditions could be relaxed by double taxation treaties 

concluded between Luxembourg and the country of residence of the Shareholder. 

Inheritance and gift tax 

No inheritance tax is levied on the transfer of Issue Shares upon the death of a Shareholder 

in cases where the deceased was not a resident of Luxembourg for inheritance tax 

purposes. No gift tax is levied in Luxembourg if the deed is not executed before a 

Luxembourg notary public. 

Net wealth tax 

Luxembourg resident companies are subject to net wealth tax on their net assets. For fully 

taxable Luxembourg resident corporate entities, Issue Shares whose dividends qualify for 

the participation exemption regime are excluded from the taxable basis for net wealth tax 

purposes. Non-resident companies are subject to net wealth tax on their assets which are 

attributable to an enterprise or part thereof which is carried on in Luxembourg through a 

permanent establishment (including a permanent representative), except otherwise 

provided for by a tax treaty concluded by Luxembourg and the country of residence of the 

non-resident company. 

Holding companies subject to the amended law of 31 July 1929, undertakings for 

collective investment subject to the amended laws of 20 December 2002 or to the Law of 

13 February 2007, securitisation companies subject to the law of 22 March 2004 on 

securitisation, companies subject to the Law of 15 June 2004 on venture capital vehicles 

and family wealth management companies subject to the Law of 11 May 2007 are exempt 

from net wealth tax. 

Other Luxembourg taxes 

There is no Luxembourg registration tax, stamp duty or any other similar tax or duty 

payable in Luxembourg by the Shareholders of the Company as a consequence of the 

purchase, holding or disposal of the Issue Shares. There is no Luxembourg value added tax 

payable in respect of payments in consideration for the issuance or disposal of the Issue 

Shares or in respect of payment of dividends. 
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8 KEY INFORMATION  

8.1 Working capital statement  

Taking into account the estimated proceeds of the Issue, the Company is of the opinion that 

the working capital available to the Company is sufficient for its present requirements, for at 

least a period of 12 months from the date of the publication of this Securities Note. 

8.2 Capitalisation and indebtedness  

The following table sets forth, as of 30 September 2008, the consolidated unaudited and 

unreviewed capitalisation of the Company on (i) an actual basis and (ii) an adjusted basis to 

reflect the assumed net proceeds of the issue of the 2,365,592 Issue Shares of EUR 

24,200,006.16, less fees and expenses related to the Issue of EUR 500,000.  

This table should be read in conjunction with the Financial Statements which are 

incorporated by reference to this Securities Note. 

 As of 30 September 2008 

     

 

 (non-audited and 

non-reviewed)  

 (non-audited and non-reviewed) 

(adjusted for the results of the issue 

of 2,365,592 of the Issue Shares)  
       
  (in EUR thousand) 

(1)
 

Current liabilities   63 496 63 496 

Secured by collateral  15 308 15 308 

Not secured by collateral  48 188 48 188 

Non-current liabilities   418 274 418 274 

Secured by collateral  234 875 234 875 

Not secured by collateral  152 640 152 640 

Deferred tax liabilities  30 759 30 759 

Equity  146 008 169 708 

Share capital 7 654 11 676 

Capital reserves 47 938 67 616 

Other reserves  86 598 86 598 

Minority interests  3 818 3 818 
       
Total

(2)
 627 778 651 478 

       

Notes: 

(1) For conversion, an exchange rate of EUR 1 = CZK 24.66 was used (the official rate published by the CNB on 30 September 2008); 
issue price was stipulated in EUR and therefore no conversion was necessary. 

(2) The adjustment of the total capitalization results from the adjustment of the share capital, the reserves and other reserves. 
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9 SELLING RESTRICTIONS   

General 

No action has been taken by the Company that would permit an offer of the Issue Shares or possession or 

distribution of this Securities Note, Registration Document or Summary or any other offering material in any 

jurisdiction where action for that purpose is required. The distribution of this Securities Note, the Registration 

Document and the Summary and the offer of Issue Shares in certain jurisdictions may be restricted by law, and 

therefore persons into whose possession this Securities Note, the Registration Document and the Summary 

come should inform themselves about and observe any such restrictions, including those in the paragraphs that 

follow. Any failure to comply with these restrictions may constitute a violation of the securities laws of any 

such jurisdictions. 

Notice to investors in the United States 

The Issue Shares have not been and will not be registered under the U.S. Securities Act of 1933 (the ñSecurities 

Actò) and may not be offered or sold within the United States, or for the account or benefit of persons from the 

United States. 

Notice to investors in the European Economic Area 

In relation to each member state of the European Economic Area which has implemented the Prospectus 

Directive (each, a ñRelevant Member Stateò), an offer to the public of any Issue Shares may not be made to the 

public in that Relevant Member State except that an offer of Issue Shares may be made to the public in that 

Relevant Member State at any time under the following exemptions under the Prospectus Directive, if they are 

implemented and in accordance with the implementing legislation in that Relevant Member State: 

ǒ to legal entities which are authorised or regulated to operate in the financial markets or, if not so 

authorised or regulated, whose corporate purpose is solely to invest in securities; 

ǒ to any legal entity which has two or more of (i) an average of at least 250 employees during the last 

financial year; (ii) a total balance sheet of more than EUR 43,000,000 and (iii) an annual net turnover 

of more than EUR 50,000,000, as shown in its last annual or consolidated accounts; 

ǒ to fewer than 100 natural or legal persons (other than qualified investors as defined in the Prospectus 

Directive) subject to obtaining the prior consent of the Managers for any such offer; or 

ǒ in any other circumstances falling within Article 3(2) of the Prospectus Directive, 

provided that no such offer of the Issue Shares shall result in a requirement for the publication by the Company 

of a prospectus pursuant to Article 3 of the Prospectus Directive. 

For the purposes of this provision, the expression ñoffer of any Issue Shares to the publicò in relation to any 

Issue Shares in any Relevant Member State means the communication in any form and by any means of 

sufficient information on the terms of the offer and any Issue Shares to be offered so as to enable an investor to 

decide to purchase any Issue Shares, as the same may be varied in that Member State by any measure 

implementing the Prospectus Directive in that Member State, and the expression ñProspectus Directiveò means 

Directive 2003/71/EC and includes any relevant implementing measure in each Relevant Member State. 

Notice to investors in the Czech Republic 

No approval of a prospectus has been sought or obtained from the Czech National Bank under Act 

No. 256/2004 Coll. on Conducting Business in the Capital Market, as amended (the ñCzech Capital Market 

Actò) with respect to the Issue Shares. No action has been taken to passport a prospectus (other than this 

Securities Note, the Registration Document and the Summary) approved by the competent authority of the 

home member state of the issuer into the Czech Republic by delivery of a certificate of such competent 

authority to the Czech National Bank attesting that a prospectus approved by the home member state authority 

has been drawn up in accordance with the law of the European Community. 

Save as contemplated in this Securities Note no application has been filed nor has any permission been 

obtained for listing nor has any other arrangement for trading the Issue Shares on any regulated market in the 

Czech Republic (as defined by the Czech Capital Market Act) been made.  

Accordingly, any person making or intending to make any offer within the Czech Republic of Issue Shares 

should only do so in circumstances in which no obligation arises for the Company to produce a prospectus for 
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such offer. The Company has not authorised, nor does it authorise, the making of any offer of Issue Shares 

through any financial intermediary. 

Notice to investors in the United Kingdom 

Each Manager will represent, warrant and agree that (i) it has only communicated or caused to be 

communicated and will only communicate or cause to be communicated any invitation or inducement to 

engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 

2000 (the ñFSMAò)) received by it in connection with the issue or sale of any Issue Shares in circumstances in 

which section 21(1) of the FSMA does not apply to the Company and (ii) it has complied and will comply with 

all applicable provisions of the FSMA with respect to anything done by it in relation to the Issue Shares in, 

from or otherwise involving the United Kingdom. 

Notice to investors in Italy 

The offering of the Issue Shares has not been registered with the Commissione Nazionale per le Società e la 

Borsa (ñCONSOBò) (the Italian securities exchange commission) pursuant to Italian securities legislation and, 

accordingly, each Manager has represented and agreed that it has not offered, sold or delivered any Issue 

Shares nor distributed any copies of this Prospectus or any other document relating to the Issue Shares, and will 

not offer, sell or deliver any shares nor distribute any copies of this Securities Note or any other document 

relating to the Issue Shares in Italy in a solicitation to the public at large (sollecitazione allôinvestimento), and 

that the Issue Shares in Italy shall only be (i) offered or sold to professional investors (operatori qualificati) as 

defined in Article 31, second paragraph of CONSOB Regulation No. 11522 of 1 July 1998 (the ñRegulation 

No. 11522ò), as amended or (ii) offered or sold in circumstances where an exemption from the rules governing 

solicitations to the public at large applies, pursuant to Article 100 of Legislative Decree No. 58 of 24 February 

1998 (the ñFinancial Services Actò) and Article 33, first paragraph, of CONSOB Regulation No. 11971 of 

14 May 1999 (the ñRegulation No. 11971ò), as amended, and shall in any event be effected in accordance with 

all relevant Italian securities, tax and exchange controls and other applicable laws and regulations. Moreover, 

and subject to the foregoing, the Managers have represented and agreed that the Issue Shares may not be 

offered, sold or delivered and that neither this Securities Note nor any other material relating to the Issue Shares 

may be distributed or made available in Italy unless such offer, sale or delivery of Issue Shares or distribution 

or availability of copies of this Securities Note or any other material relating to the Issue Shares in Italy (i) is in 

compliance with Article 129 of Legislative Decree No. 385 of 1 September 1993 (the ñItalian Banking Actò) 

and the implementing guidelines of the Bank of Italy, pursuant to which the issue or the offer of shares in Italy 

may need to be followed by an appropriate notice to be filed with the Bank of Italy depending, inter alia, on the 

aggregate value of the securities issued or offered in Italy and their characteristics and (ii) is made by 

investment firms, banks or financial intermediaries permitted to conduct such activities in Italy in accordance 

with the Financial Services Act, the Italian Banking Act, the Regulation No. 11522, the Regulation No. 11971 

and any other applicable laws and regulations. Insofar as the requirements above are based on laws which are 

superseded at any time pursuant to the implementation of the Prospectus Directive, such requirements shall be 

replaced by the applicable requirements under the Prospectus Directive. 
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10 INCORPORATION BY REFERENCE   

Documents incorporate by reference 

The following documents are incorporated by reference in, and form part of, this document, so as to provide 

some or all of the information required pursuant to article 15 of the Luxembourg law on prospectuses for 

securities of 10 July 2005 (the Loi du 10 juillet 2005 relative aux prospectus pour valeurs mobilières): 

1. The Companyôs press release of 26 November 2008. 

The incorporation by reference of this document shall not, under any circumstances, create any implication 

that there has been no change in the affairs of the Company since the date thereof or that the information 

contained therein is correct as of any time subsequent to its date. Any statement or information contained in 

a document which is incorporated by reference herein shall be deemed to be modified or superseded for the 

purposes of this document to the extent that a statement or information contained in this document modifies 

or supersedes such statement. Any statement or information so modified or superseded shall not be deemed 

to constitute part of this document except as so modified or superseded. 

 

Checklist of documents incorporated by reference 

The following documents, which have been incorporated by reference, provide some or all of the 

information required pursuant to the following provision of the Luxembourg law on prospectuses for 

securities of 10 July 2005 (the Loi du 10 juillet 2005 relative aux prospectus pour valeurs mobilières): 

Document incorporated 

by reference 

Document 

reference 

Paragraph of 

Regulation 

Description Page number of 

incorporated 

document 

Press release of the 

Company dated 26 

November 2008 

in whole Annex 1, 20.6  1 

    1 

 

Any information included in a document incorporated by reference in this securities note, which is not included 

in  this checklist for the purposes of the provisions of the Luxembourg law on prospectuses for securities of 10 

July 2005 (the Loi du 10 juillet 2005 relative aux prospectus pour valeurs mobilières), is given for information 

purposes only. 
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APPENDIX  A 

Organisation Structure of ECM Real Estate Investments A. G. as of 5 December 2008

 


