
1. INTRODUCTION 

This Memorandum is being issued in the United Kingdom to the

limited classes of person described below by either Stellar Asset

Management Limited (the “Operator”), which is authorised and

regulated by the United Kingdom’s Financial Services Authority

(“FSA”), or by FSA authorised firms appointed by the Operator

(the “Distributors”).

The Operator is acting only for The Stellar Baltic States Fund LP

(the “Fund”) and is not responsible for advising, or for providing any

other investment services to, recipients of this Memorandum or any

other person, or for providing them with the protections which

would be given to those who are clients of the Operator under 

the rules of the FSA.

For the purposes of the United Kingdom Financial Services and

Markets Act 2000 (“FSMA”) the Fund is an unregulated collective

investment scheme which has not been authorised or recognised

by the FSA.This document can therefore be issued in the UK only

to persons authorised under the FSMA to carry on investment

business and to other categories of investor to whom unregulated

collective investment schemes can be marketed without

contravening section 238 of the FSMA.The issue of this document

in the UK to any other person in connection with the offer of

Participations is an offence.

2. INFORMATION PROVIDED

This Memorandum may be issued only to persons falling within one

or more of the following exemptions available under the FSMA

(Promotion of Collective Investment Schemes) (Exemptions) Order

2001, as amended (the “PCISO”) or under the rules of the FSA

from the restrictions in section 238 FSMA:

� Investment professionals having professional experience of

participating in unregulated collective investment schemes falling

within article 14 of the PCISO, namely authorised firms under

FSMA; persons who are exempt in relation to relevant scheme

activities; persons whose ordinary activities involve them

participating in unregulated schemes for the purpose of their

business; government; net worth companies; unincorporated

associations; local authorities, whether in the UK or elsewhere,

or an international organisation; or a director, officer or

employee acting for such entities in relation to investment.

� High value entities falling within article 22 of the PCISO, namely

body corporates with share capital or net assets of not less than

£5 million (except where the body corporate has more than

20 members in which case the share capital or net assets should

be not less than £500,000); unincorporated associations or

partnerships with net assets of not less than £5 million; trustees

of high value trusts; or a director, officer or employee acting for

such entities in relation to the investment.

� Persons who are certified sophisticated investors falling within

article 23 of the PCISO, namely persons who have, within the

last three years, received a certificate in writing from an FSA

authorised person (who is not the Operator) to the effect that

the person is sufficiently knowledgeable to understand the risks

associated with participating in unregulated schemes and who

has signed within the last 12 months a statement in relation to

unregulated schemes that they accept that promotions such as

this may not have been approved by an FSA authorised person

and that the promotion may therefore not be subject to

controls which would apply if the promotion were made or

approved by an FSA authorised person.

� Persons who have been assessed by the Operator or by the

Distributors as falling within one of Categories 1, 2, 6, 7 or 8 

of Chapter 4.12 of the FSA’s Conduct of Business Sourcebook.

The distribution of this Memorandum to any person in the United

Kingdom not falling within one of the above categories is not

permitted by the Operator or by the Distributors and may

contravene the FSMA. No person falling outside those categories

should treat this Memorandum as constituting a promotion to him,

or rely or act on it for any purposes whatever.

Investing in the Fund may expose the investor to a significant risk 

of losing all of the monies invested. Any person who is in any doubt

about investing in the Fund should consult a person authorised by

the FSA specialising in advising on investments including investments

into unregulated collective investment schemes.

3. INVESTING IN PROPERTY

Prospective investors should note that the Fund is likely to be

committing part of its funds to investment in real property and

such investment is of a long term and illiquid nature.Therefore any

investment in the Fund as a Limited Partner or through the Trust

may be difficult to value and is likely to involve an above average

level of risk.There is no available public market either for Interests

or for Units and no such markets are expected to develop in the

future. Investors should note the considerations set out under “Risk

Factors” in section 12.

4. COMPENSATION

Prospective investors should note that the Partnership will be

committing its funds to investments which are of a long-term

nature. Neither the Interests nor the Units will be quoted on any

recognised or designated investment exchange and, accordingly,

there will not be an established or ready market in them. Interests

and Units will therefore not be easily realisable. Prospective

Investors should note that most of the protections under the Act

do not apply to investments in the Partnership or the Trust and

that compensation under the Financial Services Compensation

Scheme will not be available.

5. CONFIDENTIALITY

Please note that this is a highly confidential document and should

only be discussed by potential investors with their professional

advisers. Participation in the Fund is only being made available 

by way of this Memorandum and the Application Form to such

persons as described above and any other persons should place no

reliance on this Memorandum whatsoever.
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The following summary is qualified in its entirety by reference 

to the information contained or referred to elsewhere in this

document.

INVESTMENT STRATEGY

The Fund will invest all proceeds in CCFM Bristol and Stone 

Baltic Property BV (CCFMBS), a company incorporated in the

Netherlands which is wholly owned by CCFMBS Holdco,

a company registered in the Isle of Man.

CCFMBS invests in property in the Baltic States of Estonia, Lithuania

and Latvia and currently owns six properties (details of which can

be found in section 6.1). CCFMBS has funded the acquisition of the

six properties and the Fund now intends to provide further funding

to take advantage of Bristol and Stone’s pipeline of further potential

property acquisitions.

Projects undertaken may include, inter alia, commercial property

development, house building, land dealing and, generally, the

utilisation of active property management techniques to generate

capital growth.

COST OF INVESTMENT IN CCFMBS

The price at which the Fund will invest in CCFMBS will reflect only

the cost of the property acquisitions made by it to date; this cost

includes the ongoing cost of funding incurred.The cost of the

investment will not, therefore, include any allowance for the

potential profit which may arise on these properties.This is because

they all remain ongoing projects and it is, therefore, too early to

recognise any such profits.The existing investors in CCFMBS are

prepared to accept this situation because the moneys invested by

the Fund should enable a larger property portfolio to be assembled

than would otherwise be the case.

FUND SIZE

The Fund is seeking to raise up to £10 million.There is no

minimum amount required to be raised by the Fund because all

moneys will be invested in CCFMBS which has already achieved its

minimum funding level.

FUND STRUCTURE

The Fund is a UK limited partnership registered under the Limited

Partnerships Act 1907. A summary of certain of the rights of the

Partners, as contained in the Partnership Agreement, is set out in

section 8 of this Memorandum.

In addition, a unit trust has been established to provide a vehicle for

investment by pension funds, registered charities and other tax

exempt entities.The principal terms of the Trust are set out in

section 9 of this Memorandum.

MINIMUM LEVEL OF INVESTMENT

The minimum level of investment is £25,000, comprising a single

Participation of £25,000.There is no maximum level of subscription

for Investors, subject to the overall maximum size of the Fund.

CLOSING DATE

The closing date for applications will be such date as the Operator

and the General Partner may decide, but will not be earlier than

30 June 2008 unless the Offer is previously fully subscribed.The

Operator reserves the right to issue Participations both before and

after the closing date.

FUND LIFE

The Fund is targeting to return Investors’ capital within a four-year

period from the closing date with the possibility of further

distributions to follow thereafter. However, there can be no

assurance that this target timetable will be achieved because it will

be dependent upon the liquidity available in CCFMBS.

ENABLING ACCESS TO CCFMBS

The minimum level of investment into CCFMBS is €100,000.This

sum may be too large for many investors.The minimum level of

investment into the Fund, however, is only £25,000 which

consequently enables smaller investors to participate in CCFMBS.

REPORTING TO INVESTORS

Investors will receive, each year, a half-yearly summary of investment

progress, the annual report and accounts of the Fund and an annual

income tax statement.

TAXATION

The Fund has been structured so that it is transparent for UK tax

purposes. It should not give rise to any UK tax liabilities which

would be additional to those which would fall upon Investors had

they invested personally in CCFMBS. In addition, the Trust will be

established to enable exempt UK investors such as SIPPs and SSAS

to participate in the Fund. Further information on the tax

consequences of an investment in the Fund is contained in

Appendices 2 (for Limited Partners) and 3 (for Trust Investors).

Unless indicated to the contrary, the taxation analysis contained 

in this Memorandum relates only to UK tax resident investors.

RISK FACTORS

Your attention is drawn to the Risk Factors in section 12. Investors

should note that it is anticipated that CCFMBS will, inter alia,

undertake trading activities through a number of special purpose

subsidiaries (please see the fund structure in section 7.1) and will

seek to produce high returns; consequently the level of risk involved

will be commensurately higher than, for example, that associated with

activities solely of an investment nature.

This summary should be read in conjunction with the full text of

this Memorandum from which it is derived.

PRINCIPAL FEATURES OF THE FUND
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1. INTRODUCTION

The Fund has been established by Stellar to provide investors with

an opportunity to participate in the property markets of the Baltic

States of Estonia, Latvia and Lithuania.

The Fund will invest in the Baltic States property markets in parallel

with CCFMBS Holdco, a company registered in the Isle of Man, that

brings together the combined skills of an experienced property

developer (Capital City Developments Limited), a British team

which has been based in Estonia for several years (Bristol and

Stone) and a UK listed investment company (The Equity

Partnership Investment Company or EPIC). CCFMBS Holdco was

launched on 1 August 2007 and has raised and fully invested

€3.8 million in property in the Baltic States.

The Fund will invest in CCFMBS, which owns the existing property

portfolio comprising six properties, further details of which can be

found in section 6.1.

CCFMBS has ongoing access to off market deals sourced locally by

Bristol and Stone (the “Property Adviser“) and aims to generate

returns in excess of any uplift in the Baltic States property markets.

The directors of Stellar have known the directors of both the

Property Adviser and EPIC for a number of years.

2. INVESTMENT STRATEGY

The investment strategy will be to develop a diversified portfolio

aimed at providing capital growth over the life of the Fund.The

nature of the property markets in the Baltic States make them, in

the Operator’s opinion, ideal for capital growth, rather than for

income yield.The property markets in the Baltic States are still

relatively new compared to western Europe, having only been

created after the fall of communism. As such, the Operator believes,

they offer greater opportunities for profit, such as through re-zoning

and planning changes, as well as more conventional opportunities.

CCFMBS Holdco’s main objectives are to maximise returns for

investors, while managing the risk exposure of CCFMBS Holdco by

carrying out comprehensive due diligence on each project. In

keeping with this approach, each project will be judged on its

merits, with the overall aim of developing a broad portfolio of

property assets with high growth potential.

The strategy will be to respond to what the market needs and 

to adapt with the market as it develops.Though well established,

the property markets in the Baltic States are barely a decade old,

so they continue to change and develop quickly. It is important that

any investment strategy maintains the flexibility to adapt with the

markets over the coming years. CCFMBS Holdco focuses

particularly on the following:

� land (zoning and planning opportunities, and land banking);

� residential development;

� industrial development and its related infrastructure (land and

development);

� commercial and retail investment;

� secondary and tertiary cities; and 

� prime residential development and refurbishment (in particular

in the area of Tallinn known as the old town).

Within each of the above sectors CCFMBS Holdco focuses on

identifying off-market deals through the Property Adviser, using its

local networks and reputation to find properties which local sellers

want to sell without taking them to market. Speed of decision

making and local contacts are essential; many transactions are not

offered to the wider market and usually have several potential

buyers lined up by the time they close. Being based locally, primarily

in Tallinn, the Property Adviser has access to a wide range of deals

and can respond more quickly than most foreign-based investors

who would need to fly in to view an investment and then spend

time familiarising themselves with the wider context of the market.

The property markets in the Baltic States are different to their

established western equivalents.The markets are relatively small,

hence the objective of investing across the Baltic States and across

sectors. The Baltic States remain underserved in a number of 

areas, leaving considerable potential for growth. Accessing and

understanding these markets is difficult without local contacts and 

a local presence.

Investing through an existing fund such as that established by

CCFMBS Holdco allows smaller sums to be invested as part of a

larger portfolio, creating diversification across sectors and countries

that cannot be achieved by one investor alone. In addition, the

availability of liquid funds is likely to be a major advantage in the

current market, and should allow the Property Adviser to secure

further off market transactions.

3.THE TARGET FINANCIAL RETURN

The objective of the Fund is to generate an ultimate return,

calculated as an IRR, of 15% per annum.This is in line with the

financial objective of CCFMBS (into which the Fund will invest) and

allows for all the costs associated with both running CCFMBS and

the Fund. However, there can be no certainty that this level of

return will be achieved.

4. CURRENCY EXPOSURE

The Fund will receive investment in sterling and will hold monies in

sterling pending investment in suitable opportunities. Monies will

then be converted into euros (or currencies pegged to the euro)

and invested. All income and costs associated with any investment

will also be accounted for in euros and only upon the return of

monies to the Fund will it be converted into sterling.

The Operator does not intend to put in place any hedging

instrument at the launch of the Fund but will keep this strategy

under regular review.

5. BACKGROUND TO THE BALTIC STATES 

5.1 New EU countries with high GDP growth

All three Baltic States joined the European Union and NATO 

in 2004.The last five to ten years have seen political reforms,

a realignment of trade from Russia to the EU, and significant

economic growth. Over recent years growth in GDP in the Baltic

States has consistently surpassed that of western Europe and has

been one of the fastest growing economic regions in Europe.

In 2007 GDP growth in Lithuania was 10.5% with Latvia experiencing

8.7% and Estonia 7.0%. All three Baltic States had unemployment

rates that are around the lowest in Europe in 2007. Estonia

switched from being classified as an upper-middle income economy

to a high income economy by the World Bank. All three countries

anticipate adopting the euro around 2010.
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5.2 Development of the property markets

During the Communist period, property was under state

ownership, and a command economy defined what could be built.

Privatisation and restitution of property followed the fall of

communism, a process which was completed around the turn of

the century, creating new property markets. Political and economic

reforms began during the first years after communism in the mid-

1990s, and continued in anticipation of joining the EU.These

reforms allowed the new markets to develop. In addition, the

introduction and growth of private lending, along with wage

increases and an increase in foreign direct investment, have all

beneficially impacted on these nascent property markets.

However, there was little or no new construction for several years

following the fall of communism; thus while the markets have seen

rapid growth, the property markets in their current state are still

only around 10 years old. Consequently, whilst it is anticipated that

growth in the Baltic economies and markets will stabilise when they

reach normal EU levels, in the medium term growth rates are

expected to remain higher than the EU average.

Estonia led the way in the economic development of the Baltic

States and has been one of the leading post-Soviet countries in

terms of reforms and development, benefiting from its proximity 

to Finland and Sweden both during and after communism.

The World Competitiveness Survey of 2007 published by International

Institute for Management Development (“IMD”) ranked Estonia as

eastern Europe’s most competitive state, taking 22nd place in the

world in 2007, up from 28th place in 2004. Lithuania joined the table

for the first time in 2007 in 31st place.

While Estonia has been a leader in the Baltics, the gap between 

the three economies has narrowed in recent years as Latvia and

Lithuania have, in turn, seen considerable economic and structural

development.

Lithuania has seen the development of a new central business

district in just a few years. Not long ago Vilnius was seen as far

behind Tallinn; now it boasts some of the most impressive retail and

commercial property in the Baltic region. According to the World

Bank’s report, “Doing Business in 2007,” Lithuania led the Baltic

States in terms of the global business environment and was rated

the 16th easiest country with which to do business with Estonia at

17th and Latvia at 24th in the world.

Country profiles

Estonia
� Population circa 1.3 million

� Capital City:Tallinn

Estonia is one of the most open and competitive economies in the

world according to IMD and other independent sources. Estonia’s

GDP grew by 7% in 2007 having had 11.8% growth in 2006.The

average annual GDP growth has been over 9% for the last eight

years. In 2007 unemployment reached an historic low of 4.7%.

The contribution of domestic demand to growth has increased

markedly since 2005, as consumption has been fuelled by wages

growing at a rate of over 10% per annum, strong consumer

confidence and large increases in private debt. Retail sales grew

15% in 2007. Consumption may slow in years ahead as wage

growth decelerates and spending patterns change to allow for

increasing interest rates. Inflation remained, as expected, above 

EU norms at 9.6% in 2007.

The mortgage market in Estonia
The rapid development of mortgage lending has been driven by

cheap foreign money flowing into local banks. Strong competition

for market share has lead banks to lower margins. At the beginning

of 2006, the average mortgage loan (issued in euros) carried an

interest rate of only 3.6%. By the end of 2007 rates had risen

because of ECB rate rises, not because of margin increases, to 5.5%.

The maximum lending period is 40 years and credit may be

granted for up to 90% of the property value. As a result, Estonians

and Latvians are far more leveraged than their central European

counterparts.Total mortgage lending equalled 39% of GDP in early

2008.Total loan volumes grew in 2007 and although there is still

some room for continuing liquidity growth through convergence

with the western EU (where mortgages average 48% of GDP), in

the medium term mortgage market growth rates are expected to

slow down to fit better with actual income growth.

Latvia
� Population: circa 2.6 million

� Capital City: Riga

Latvia’s economic growth is among the fastest in the world.

Latvia’s GDP grew by 11.9% in 2006 and 10.5% in for 2007.

Unemployment dropped to 4.7% in 2007, a figure which is lower

than for western Europe.

Consumer price inflation was at 6.8% in 2006 and 10.1% in 2007.

However, prices are still significantly lower than western Europe;

consequently price and wage convergence with the west should keep

inflation above core European levels for the short to medium term.

The mortgage market in Latvia
Mortgage interest rates are low with the interest rate on euro

denominated home loans ranging from 4.0% to 6.5% per annum

with a maximum term of 40 years. Clients can borrow 100% of the

property value with several banks.

Lithuania
� Population circa 3.4 million

� Capital City:Vilnius

Lithuania’s GDP growth was 7.7% in 2006 and grew to 8.7% in

2007.The consensus forecast for GDP growth is 6-7% for the 

next few years.

Unemployment dropped to 4.5%, the lowest in the European

Union, by the end of 2007 and gross wages jumped by 17.9% in

2007. Lithuania is likely to join the eurozone during 2009-2010.

The mortgage market in Lithuania 
At the start of 2008, the average interest rate on new mortgage

loans for households (in euros) was 5.4% with a maximum term 

of 40 years. Clients can borrow 100% of the property value using

guarantees from the government backed housing loan insurance

company.
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Rising interest rates in 2007 caused a slight slowdown in growth in

the volume of housing loans, but total lending was still more than

49% higher than in 2006. Banks foresee lending growing for many

years.Today, outstanding mortgage loans in Lithuania total just 16%

of annual GDP. Compared to the EU average of 48% of GDP (and

even compared to neighbouring Latvia and Estonia at 39% of GDP)

mortgage lending still has a long way to grow in Lithuania, which

will bring more liquidity to the market.

6. PROPERTY PORTFOLIO

6.1 Current portfolio

The Fund will invest into CCFMBS, which through an Estonian

holding company and special purpose vehicles, has built up a

property portfolio (see section 7 for further fund structure details).

This property portfolio comprises six investments all of which are

located in Estonia.The total aggregate projected gross development

value (“GDV”) for the portfolio is €20.6 million, with annualised target

returns on original equity investment ranging from 15% to 29%.

In line with the investment objective of the Fund, the portfolio

includes property and sites which, the Operator believes, will

benefit from changes to the planning status together with the

potential for further development. For example, the property

purchased at Tuukri 54,Tallinn, is a 1,110 sqm, office building with a

committed yield on purchase equivalent to 6%. However, planning

regulations allow for increasing the height of the building on the site

from four to seven storeys and potentially increase the area of the

building to 5,015 sqm. CCFMBS plans to hold the existing building

as an investment while a detailed planning application is made to

increase the size of the building on the site.

A description of each of the properties is set out below. Please
note that the gross development values and development periods
are based on current estimates provided by the Property Adviser
reported at 31 March 2008.
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Muurivahe 31C, Old Town,Tallinn, Estonia

A small land plot in a courtyard setting in Tallinn old town. Planning permission is being sought for the construction of two small houses.

There are few houses for sale in the old town; Bristol and Stone advise that such properties usually command a premium.

Roosikranti 4 and 4E,Tallinn, Estonia

A four storey building, currently being used as a hostel, located in Tallinn city centre on the edge of the old town.The current building totals

790 sqm with brownfield land to the rear. It is intended to submit a planning application for the redevelopment of the site to a significantly

larger residential development.

Gross development value €7,284,000

Site purchase price (€2,009,000)

Construction costs (€3,215,000)

Finance costs (€304,000)

Total cost of development (€5,528,000)

Anticipated profit €1,756,000

Equity invested €1,530,000

Development period 36 months

Estimated project IRR 29.0% p.a.

Gross development value €1,232,000

Site purchase price (€618,000)

Construction costs (€328,000)

Finance costs (€60,000)

Total cost of development (€1,006,000)

Anticipated profit €226,000

Equity invested €381,000

Development period 24 months

Estimated project IRR 26.2% p.a.
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Silikaltsiidi 3F-1,Tallin, Estonia

Two adjoining industrial buildings that were acquired from one of the occupiers on a sale and leaseback arrangement.The properties 

are situated on a popular industrial estate and were acquired at a yield equivalent to 9%.There is the potential to increase the size of 

the properties to incorporate previously unregistered office accommodation and to improve the income stream.

Jaani 8-1,Tartu, Estonia 

A refurbished apartment situated in the centre of the city adjacent to the university.The property was acquired as part of a portfolio

including the properties at Silikaltsiidi and Tuurkri.

Allika, Parnu, Estonia

11.6 hectares of recently zoned industrial/commercial land located on the Via Balta, the main road between Tallinn and Riga.The site is

adjacent to a little used regional airport.The local council wish to see a relocation of the existing industrial area in the Parnu city centre 

to the area surrounding the site and a new ring road is being proposed nearby.

Tuukri 54,Tallinn, Estonia

A four storey office building totalling 1,110 sqm situated in the centre of Tallinn.The building is multi-tenanted and has been purchased 

at a yield equivalent to 6%.There is the opportunity to develop a further 2,275 sqm of commercial premises. A detailed plan for the

redevelopment of the site and adjoining sites is under way.

Gross development value €7,159,000

Site purchase price (€2,177.000)

Construction costs (€2,912,000)

Finance costs (€323,000)

Rental Income €284,000

Total cost of development (€5,128,000)

Anticipated profit €2,031,000

Equity invested €1,194,000

Development period 48 months

Estimated project IRR 28.2% p.a.

Gross development value €3,141,000

Site purchase price (€1,291,000)

Construction costs (€961,000)

Finance costs (€133,000)

Total cost of development (€2,385,000)

Anticipated profit €756,000

Equity invested €945,000

Development period 30 months

Estimated project IRR 26.5% p.a.

Gross development value €349,000

Site purchase price (€301,000)

Construction costs €nil

Finance costs €nil

Total cost of development (€301,000)

Anticipated profit €48,000

Equity invested €301,000

Development period 12 months

Estimated project IRR 15.9% p.a.

Gross development value €1,425,000

Site purchase price (€963,000)

Construction costs €nil

Finance costs (€144,500)

Rental Income €333,000

Total cost of development (€774,500)

Anticipated profit €650,500

Equity invested €407,000

Development period 60 months

Estimated project IRR 21.0% p.a



6.2 Future transactions

The Property Adviser has access to a strong ongoing deal flow,

in particular to off-market property opportunities.The existing

CCFMBS portfolio was entirely sourced off-market through local

contacts. Future opportunities are likely to be generated from

similar sources.

The Property Adviser enjoys good personal relations with a

number of local property owners and intermediaries, and are

frequently offered opportunities which are not available on the

wider market. The Property Adviser also seeks to create new

opportunities through ongoing discussions with local politicians,

planning officials and property owners.

As the Property Adviser is based in the Baltic States, it has access

to off-market deals and is in a position to respond quickly to secure

them. The Property Adviser also has close ongoing relationships

with local lawyers, architects, planning advisers and real estate agents.

7.1 Fund structure

The Fund has been formed as an English limited partnership,

registered under the Limited Partnerships Act 1907.The Fund will

invest in property in the Baltic States in parallel with CCFMBS Holdco,

an open ended investment company incorporated in the Isle of Man

and registered as an exempt international scheme.The investment

structure of the Fund is reflected in the diagram above. Investment

properties are each purchased through separate special purpose

vehicles incorporated in the relevant local jurisdiction.At the date of

this document, CCFMBS Holdco has raised in excess of €3.8 million

which has been fully invested in properties.

Further information on taxation relating to the Fund can be found

in Appendices 2 and 3.

The parallel investment in Baltic States property by the Fund and

CCFMBS Holdco will be made through CCFMBS BV, a Dutch

incorporated entity.The articles of CCFMBS BV will be amended by

its members to prevent any early redemption of shares without the

consent of all members.

The Fund will invest equity and debt capital in CCFMBS BV which

will be used to fund a series of property owning local special

purpose vehicles via an Estonian holding company.

Each Investor will enter into the Partnership Agreement which will

set out the basis upon which an investment in CCFMBS BV will be

held by or on behalf of the Fund. Pension schemes such as SSAS,

charities and other tax-exempt investors may invest through the

Trust, an unauthorised exempt unit trust which will in turn become

a limited partner in the Fund.

The fees and charges of both the Fund and CCFMBS will be

charged to the local special purpose vehicles and the fees

disclosed in this document will be shared between the Operator,

the CCFMBS Fund Manager and the Property Adviser, as further

described in section 11 of this document.
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Investors

Tax Exempt
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Unit Trust

The Stellar Baltic

States Fund LP

Estonian SPVs

Properties

CCFMBS LLP

(registered in the UK)

CCFMBS Holdco

(registered as an international 

scheme in the Isle of Man)

CCFMBS BS BV

(registered in the Netherlands)

CCFMBS BP

(2011) OÜ

(registered in Estonia)

100%

100%

7. STRUCTURE OF THE FUND
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7.2 The Operator – Stellar Asset Management Limited

Stellar was incorporated in 2007 and is owned by its directors who

have been responsible for the creation and management of a wide

range of investment opportunities for the retail investment market.

The board of Stellar is as follows:

Jonathan Gain (36) is the founder and chief executive of Stellar.

Prior to setting up Stellar, he was at Close Brothers Investment

having joined in 1993. At Close he qualified as an accountant and 

in 1998 was appointed finance director. Jonathan was primarily

responsible for the company’s financial interests and had

responsibility for structuring, launching and monitoring a large

number of tax and property based funds. Jonathan became

managing director at Close in early 2006 and left at the end of

2006 when the company had approximately £1 billion of funds

under management.

Craig Reader (52) is the chairman of Stellar. He founded Close

Brothers Investment in 1991 and was its managing director from

inception until early 2006. During his tenure, over £1 billion of

capital was raised from private investors for a wide range of

products and the number of employees grew to over 100. Craig

was responsible for creating Close Brothers Investment’s excellent

reputation for innovative tax and property based investment

products. He has previously invested €100,000 in CCFMBS Holdco

as well as a further €100,000 in BSF Baltic Property LLP, a fund also

managed by Bristol and Stone.

Stephen McKeever (38) trained and qualified as a chartered

surveyor with a private property company before joining Close

Brothers Investment in 1998. At Close, he was a divisional director

and was responsible for a number of funds which undertook a range

of property trading activities including residential, commercial and

mixed use developments, land dealing situations and the acquisition

of commercial portfolios requiring active management to generate

capital growth.

Gordon Pugh (31) graduated from Loughborough University in

2000 before joining Close Brothers Investment. During his time at

Close, Gordon helped to structure and monitor a number of EIS

companies and funds before moving to the marketing team to help

in the distribution of property and tax efficient investments including

venture capital trusts. In 2005, Gordon left Close for Octopus

Investments.When he joined this company it had £90 million of

funds under management. On leaving at the end of 2007, to join

Stellar, this figure had risen to £400 million.

The directors were employed by Close Brothers Investment

Limited for a combined total of 39 years and launched products

which invested in both the commercial and residential property

sectors.

A number of these funds were structured to mitigate investors’

taxation liabilities and the directors have experience in sponsoring

opportunities such as that proposed in this document.They have

also acted as marketing adviser to companies which have sought

and achieved stock exchange listings.

Many of these products were innovative in that they offered

opportunities which had not previously been available to private

investors.This approach has now been adopted by Stellar and

provides the rationale behind launching the Fund: offering private

investors the opportunity to invest into the Baltic States.This should

enable them to diversify their property portfolios into a region

where, in the opinion of Stellar, attractive returns are still capable of

being generated.

During the period of approximately 15 years in which Craig Reader

and then Jonathan Gain ran Close Brothers Investment Limited, it

made annual profits in each and every financial year generating, in

total, profits before taxation of £34.6 million.This provided a

prodigious return on capital for the Close Brothers group in

relation to its initial investment of under £200,000. Craig sold his

remaining shareholding in 2005, at which time Close Brothers

Investment Limited was valued at in excess of £38 million.

The Fund is the first fund to be launched by Stellar.

7.3 The General Partner

The General Partner of the Fund is Stellar Baltic (General Partner)

Limited which is owned by one of its directors.The role of the

General Partner is to manage the Fund and it will be represented

on the investment committee of CCFMBS. It will delegate

responsibility for all day-to-day operational matters to the

Operator, as appropriate.

The board of the General Partner is Jonathan Gain, Craig Reader

and Stephen McKeever.

All the costs of running the General Partner will be paid by the

Operator.

7.4 The CCFMBS Holdco structure

CCFMBS Holdco has retained the services of Capital City Fund

Management Limited as manager of the property portfolio. Capital

City Fund Management Limited (the “CCFMBS Fund Manager”) is

the fund management arm, and a wholly owned subsidiary, of

Capital City Developments Limited.The CCFMBS Fund Manager 

is responsible for the management of the CCFMBS Holdco fund

under the ultimate supervision of its directors.

The CCFMBS Fund Manager has appointed an investment

committee to recommend investments to CCFMBS and its

investors (the Fund and CCFMBS Holdco) on the basis of its

assessment of investment appraisals presented by the Property

Adviser.The Committee combines the real estate and development

experience of Capital City Developments Limited and Capital City

Fund Management Limited with the Property Adviser’s knowledge

of the markets and people in the Baltic. A director of the Operator,

Jonathan Gain, has been appointed to the investment committee to

represent the interests of the Fund.

Throughout the life of CCFMBS Holdco, the CCFMBS Fund

Manager may appoint additional persons to the investment

committee.

At the launch date of the Fund, the investment committee 

will comprise:

Jonathan Buchanan (Chairman) 

Paula McGourty

Toby Stone

Fred Bristol

Jonathan Gain
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8.4 Allocations 

Each Partner shall have the following separate accounts maintained

for it by the Operator: a capital account, an income account, a

Capital Contribution account and a Loan Contribution account.

All net income, net income losses, capital gains and capital losses of

the Fund (as determined by the Operator) shall be allocated to the

corresponding Fund accounts of the Limited Partners in their

respective relevant proportions of Loan Contributions at the date

of the relevant allocation.

8.5 Distributions 

After payment of any expenses and liabilities, subject to limitation

on distributions, all cash or other proceeds or amounts received by

the Fund shall be distributed by the Operator, acting reasonably, to

the Limited Partners.The distributions will be made, first, to the

Limited Partners’ Loan Contribution account (in respect of amounts

attributable in proportion to the Limited Partners’ interests in the

Fund) until their loan contributions have been repaid in full. Any

surplus shall be paid to the Limited Partners in proportion to their

interest in the Fund.

Unless otherwise specified in the Partnership Agreement, any other

cash or other proceeds or amounts received by the Fund shall be

distributable to the Limited Partners in their relevant proportions at

the date of the relevant allocation to which the distribution relates.

In the event that the Fund is required to repay to CCFMBS any

amounts distributed to it, any distribution made to the partners

becomes immediately repayable. No Partner shall be liable to repay

more than the aggregate amounts distributed to him, less any amount

as is necessary to satisfy any form of taxation or government duty

together with interests or penalties or any reasonable costs incurred

in resisting claims (as certified by the Auditors).

The Limited Partners are not jointly liable for repayment to the

Fund. Even in the event that a Partner ceases to be a Partner of the

Fund, if he has received a payment from the Fund then he remains

liable for any repayment which may arise.

The Operator may, but is not obliged to, make distributions which

would inter alia render the Fund insolvent or which might, in the

opinion of the Operator, leave the Fund with insufficient funds 

or profit to meet any future contemplated obligations, liabilities 

or contingencies.

Any distribution to a Limited Partner shall, while any loan

contributions remain outstanding, be treated in the books of the

Fund as a pro-rata repayment of the Loan Contributions advanced

by such Limited Partner.

8.6 Termination

As long as there are at least two Limited Partners, the death,

bankruptcy, insolvency, dissolution, liquidation or withdrawal of a

Limited Partner shall not operate to terminate the Fund and no

Limited Partner shall be entitled to dissolve the Fund by notice.

The Fund shall terminate on the expiry of 90 days after the

termination, winding up, and liquidation of CCFMBS or on the

liquidation or dissolution of Fund assets.

The CCFMBS Fund Manager has further appointed the Property

Adviser to identify investments, co-ordinate the necessary due

diligence for all investment opportunities, wherever sourced,

negotiate required planning permissions and prepare appraisals for

the review of the investment committee.The Property Adviser will

also supervise the subsequent management of investment properties

and their marketing and will advise on their eventual sale. Other

advisers may be engaged on an ad hoc basis at the request of the

CCFMBS Holdco board in relation to specific project requirements.

Further details relating to the structure of CCFMBS Holdco and 

its related advisers are set out in Appendix 1 to this document.

7.5 Relationship of the Fund and CCFMBS Holdco

In order to accurately reflect the terms of investment in CCFMBS

described in this Memorandum, CCFMBS Holdco, the CCFMBS

Fund Manager, the Property Adviser, the Operator and the Fund

have entered into an agreement to make all necessary

amendments, including a variation of fees, to documents previously

entered into between CCFMBS Holdco, CCFMBS Fund Manager

and the Property Adviser. Pursuant to this amendment agreement

CCFMBS Holdco has further agreed not to redeem shares in

CCFMBS without the Fund’s prior consent.

8.TERMS OF INVESTMENT

The following terms apply to the Fund.

The Fund is registered as a limited partnership in England under the

Limited Partnership Act 1907.

8.1 Appointment of Operator

The General Partner shall appoint the Operator to operate the

Partnership and to perform all other acts and matters on behalf 

of the Partnership requiring authorisation under FSMA, in all cases

under the supervision and authority of the General Partner.The

General Partner may operate or manage the Fund itself, provided

that it becomes, and for so long as it remains, authorised to do so

under FSMA.

8.2 Investment objectives 

The General Partner shall adhere to and procure that the Operator

adheres to the investment objectives set out in the Partnership

Agreement and the Memorandum.The General Partner has the

power to use its discretion without limitation to instruct professional

advisers, agree fee arrangements with advisers, abort transactions

prior to completion and negotiate all appropriate agreements.

8.3 Minimum participation

The minimum participation for each Limited Partner (other than the

Initial Limited Partner) will be £25,000 (made up as £100 or 0.001%

of such committed amount by way of capital commitment and

£24,900 or 99.999% of such committed amount by way of an interest-

free subordinated loan). Each Limited Partner’s entire participation

will be payable on or before admission to the partnership.

A Limited Partner shall be entitled but not obliged to make any

additional Capital Contribution to the Fund beyond its original

Capital Contribution.The General Partner shall not be required 

to make Capital or Loan Contributions to the Fund.The Capital

Contribution of the Initial Limited Partner shall be £1 and it will not

make any Loan Contributions unless and until they elect to pay up

a Participation.



The Fund will also be terminated on:

8.5.1 the bankruptcy, sequestration, insolvency, expulsion, resignation,

dissolution, liquidation or withdrawal of the General Partner; or

8.5.2 the agreement as to such termination by the General Partner

and the limited Partners by the Limited Partners consent; or

8.5.3 the continued existence of the Fund being unlawful or illegal; or

8.5.4 an order of the court that the Fund be terminated.

The General Partner is not personally liable for the return of capital

contributions or for any shortfall in loan contributions made by the

Limited Partners. A Partner shall not have the right to the return of

its capital contribution except upon the liquidation of the Fund.

8.7 Transfers

Interests in the Fund may only be transferred with, in the case of a

Limited Partner, the prior written consent of the Operator (which

may be withheld at the Operator’s sole discretion). Interests held

by the Trustee may be assigned with the prior written approval of

the Initial Limited Partner.

The Operator will give its consent to any transfer of a Limited

Partners interest provided that such persons enter into a deed 

of adherence agreeing to be bound by the provisions of the

Partnership Agreement.

The transfer of any interest shall not cause the dissolution of 

the Fund.

8.8 Expenses

The Operator shall render its services at its own expense and shall

be responsible for the payment of its employee salaries, associated

employment costs and operating expenses. Any sums paid to the

Operator shall be exclusive of value added tax which shall be

payable in addition, if applicable.The Fund shall bear and discharge

costs and expenses incurred by the General Partner in connection

with any legal proceedings in connection with the Fund.

The Fund shall be responsible for all expenses properly incurred 

in relation to the business of the Fund including: formation costs,

costs incurred for printing and distributing reports and accounts,

valuations and certification fees (including Auditors’ fees), fees

charged by professional advisers (including lawyers and accountants),

costs of meetings, costs relating to the operation of bank accounts,

insurance of Fund assets, tax and government charges levied against

the Fund, interest on any borrowings, accounting expenses and

expenses in relation to any custodian of the Fund’s assets.

8.9 Exclusivity

The Operator and any associate of it or adviser of the Fund or the

Operator may perform similar functions and duties (as performed

for the Fund) for others and, without limitation, may act as a

general partner or operator in or of other funds or engage in any

other activity provided that the Operator continues properly to

manage the affairs of the Partnership.

8.10 Indemnification

The General Partner, the Operator, any associate of either of them

and any of their respective agents, affiliates and personnel have no

liability for any loss to the Fund or partners arising in connection

with their activities on behalf of the Fund save in respect of any

matter resulting from its fraud, wilful misconduct, bad faith, reckless

disregard for its duties and obligations in relation to the Fund,

breach of the Limited Partnership Act 1907, gross negligence (save

in the case of the General Partner, Operator or any associate), or

breach of any rules of the FSA or FSMA (in the case of the Operator).

The Fund will indemnify and hold harmless the General Partner,

the Operator, any associate of either of them and any of their

respective agents, affiliates and personnel against all liabilities, actions,

proceedings, claims, costs, demands, damages and proper expenses

incurred by them by reason of their activities on behalf of the Fund

except to the extent that such liabilities arise from the indemnified’s

wilful misconduct, bad faith, reckless disregard, breach of the Limited

Partnership Act 1907, gross negligence, or in the case of the Operator

or the General Partner, breach of any rules of the FSA or FSMA.

The indemnity will continue in effect notwithstanding that the

General Partner and the Operator have ceased to provide services

on behalf of the Fund.The General Partner and the Operator shall

not be liable for the negligence, bad faith or dishonesty of any agent

acting for them as long as they are exercised in an appropriate

manner and with all reasonable diligence in selecting, engaging and

retaining such agent.

Indemnified persons shall be required to first pursue all remedies

against CCFMBS, if any, and are not entitled to recover from both

CCFMBS and the Fund. Each of the Limited Partners indemnifies

the General Partner, Operator and any associate of either of them

for any tax liability incurred on their behalf.

8.11 Variation

The Partnership Agreement may be amended in whole or in part

with a Limited Partners’ consent and the written consent of the

General Partner. No variation can be made which would impose

any obligation upon any Partner to make further payment or 

which would materially adversely affect the rights of one Partner

comparatively to the majority without the consent of the Partner

materially affected.

8.12 Non-recognition of trust arrangements

The General Partner shall not (otherwise than as agreed) recognise

any trust arrangement or other arrangement under which any such

Limited Partner may hold its interest in the Fund.

8.13 Complaints and compensation

If a Partner has any complaint about the performance of the

Operator under the Partnership Agreement, that complaint should

be directed, in the first instance, to the Compliance Officer of the

Operator. As “professional clients”, the Fund is not eligible to

compensation under the Financial Compensation Scheme.

8.14 Meetings

A meeting of the Fund can be convened by the Operator

whenever it thinks fit or if instructed by either the General Partner

or by Limited Partners whose aggregate sum of loan contributions

exceeds 10%. No business can be transacted at any general

meeting unless a quorum of Partners is present at the time 

when the meeting proceeds its business.The quorum is three

Partners present in person or by proxy of whom at least one shall

be the General Partner.

At any general meeting a resolution put to the vote of the meeting

shall be decided by the votes of such number of Limited Partners

as are present at the meeting in person or by proxy and whose
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share of the aggregate sum of loan consideration of those Limited

Partners present and voting at the meeting represents at least 50%

of that sum.

9.THE TRUST

9.1 Introduction

Pension funds and other UK investors exempt from capital gains tax

or corporation tax on capital gains will be able to participate in the

Fund by acquiring Units in the Trust which has been established for

this purpose.The Trust will be an exempt unauthorised unit trust.

This is a method commonly used to enable exempt UK investors

(such as SIPPs, SSAS and registered charities) to participate where

they might otherwise be prevented from investing as Limited Partners.

The Trustee of the Trust, Capita Trust Company Limited, will be a

Limited Partner in the Fund. Unitholders in the Trust will effectively

have rights equivalent to those of the Limited Partners themselves.

Investors wishing to participate in the Fund through the Trust must

ensure that they complete the appropriate section of the

Application Form.

9.2 Manager of the Trust

Stellar will act as manager of the Trust (the “Trust Manager”).The

Trust Manager or its duly appointed agents and representatives will

be responsible for maintaining the Trust’s books of account, effecting

distributions, cash management, procuring the preparation of the

accounts and valuations, maintaining Trust records and communicating

with Investors generally. The Trust Manager will appoint Mazars to

liaise with HM Revenue & Customs regarding any tax issues.The

Trust Manager will not approve any decision to sell any property

held by the Partnership.

9.3 Termination of the Trust

The Trust cannot be terminated without the unanimous consent of

all Unitholders except that the Trust can be terminated if:

� the Trust Manager or the Trustee serves written notice on each

of the Unitholders terminating the Trust by reason of the Trust

in its reasonable opinion becoming non-tax neutral or it

becomes impractical or inadvisable to continue; or 

� the Partnership, in which the Trust is a Limited Partner,

is terminated.

Units will be freely transferable but only to investors for whom 

a disposal of Units would be exempt from capital gains tax or

corporation tax (otherwise than by reason of residence) in

accordance with TCGA 1992 Section 100(2) and would not

otherwise have adverse consequences.

9.4 Accounts of the Trust

The accounts of the Trust will be audited to 5 April in each year

(the first being 5 April 2009). After each year’s audit, the Trust

Manager will circulate to each Unitholder a certificate confirming

the amount of income they have received from the Trust in the

preceding tax year (after agreement with the Inspector of Taxes).

An annual general meeting of the Trust will also be held. Certain

matters of importance, as specified in the Trust Deed, must be dealt

with by way of an extraordinary resolution of Unitholders requiring

a majority of 75% of votes cast.

9.5 Retirement of Trustee

The Trust Deed provides that the Trust Manager may replace the

Trustee with one or more replacement Trustee approved by an

extraordinary resolution of the Unitholders.The Trustee may retire

on giving six months’ notice to the Trust Manager and shall be

entitled to an indemnity from any replacement Trustee.

9.6 Conditions of investment

It is a condition of the Trust that Units may only be held by or on

behalf of an eligible fund which is a fund exempt from tax on

chargeable gains otherwise than by reason of residence. If this

condition cannot be met for any reason, then that Unitholder’s

Units will be cancelled and the holder or nominee of the

Unitholder will have assigned to it an Interest in the Fund as will 

be the economic equivalent of the number of Units cancelled less

appropriate costs and expenses. If not meeting the condition leads

to the trust incurring tax liabilities or other costs the Unitholder will

be required to indemnify the Trustee for these costs.

9.7 Fees

The Trustee will be entitled to an initial fee of £5,000 and an annual

fee of £5,000 or such other amount as may be agreed from time

to time which will be payable by the Trust Manager out of the

assets of the Trust.The Trust Manager will not receive a fee for

acting as manager of the Trust.

The Trustee and the Trust Manager agree that the maximum rate of

credit interest, which is to apply to any accounts opened on behalf

of the Trust, will be 0.15% under the Bank of England base rate.

All interest which shall accrue in excess of this agreed rate shall 

be retained by the Trustee.

A copy of the draft Trust Deed is available on request.

10.VALUATIONS OF CCFMBS

The valuation of the underlying property investments is to be

undertaken by a suitably qualified independent valuer appointed 

by the board of CCFMBS Holdco, on terms and using criteria

approved by the Operator.The Articles of this company provide

that the net asset value is to be determined as at the last business

day of June and December every year.

The value of the assets of CCFMBS may be specially valued at the

discretion of its directors in the following circumstances:

(a) if an application is received for subscription, the amount of

which the directors, at their absolute discretion, determine 

is such that a special valuation is appropriate; and/or

(b) where the directors in their absolute discretion determine 

it is in the best interests of CCFMBS so to do.

11. SUMMARY OF FEES AND EXPENSES

11.1 Initial fees

The Operator will charge an initial fee of 6% of the funds raised

under the Offer, two-thirds of which may be made available to pay

introductory commission to authorised financial advisers.

The Fund shall bear all expenses incurred in connection with the

Fund’s establishment, including all out of pocket expenses incurred

on its behalf such as legal and accounting fees and other incidental

costs.The professional and other costs of this fund-raising are also

payable by the Fund and are estimated at £60,000.

11.2 Management fees

The Operator will charge an annual management fee of 1.5% (plus

VAT) calculated by reference to the Fund’s interest as a proportion
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of the Gross Asset Value of CCFMBS which shall accrue daily and

be payable quarterly in arrears.

From this fee the Operator will pay an annual fee to the CCFMBS

Fund Manager of 1.0% (plus VAT) calculated by reference to the

Fund’s interest as a proportion of the Gross Asset Value of

CCFMBS. The CCFMBS Fund Manager will share this fee equally

with the Property Adviser.

The Operator will also pay trail commission to authorised financial

advisers at a rate of 0.5% per annum of the amount invested

through the Offer by Investors introduced by each of them.

11.3 Management incentive 

The Operator, the CCFMBS Fund Manager and the Property

Adviser will be paid out of the assets of CCFMBS a performance

fee should the aggregate performance of the CCFMBS property

owning subsidiaries exceed the benchmarks set out below.The

Fund will bear a pro-rata proportion of this fee (i.e. by reference to

the Fund’s interest as a proportion of the total funds invested in the

CCFMBS structure).

The performance fee will be an amount equal to:

(i) 20% of the excess return above a CCFMBS’s IRR of 10% up

to a maximum of 20%.

(ii) 30% of the excess return above a CCFMBS’s IRR of 20%.

The performance fee will be calculated only by reference to the

fees and charges in the CCFMBS structure and will therefore not

include one third of the initial fee and one third of the annual

management fee described in sections 11.1 and 11.2 above.

The performance will be divided so that 65% is allocated to the

Property Adviser and 35% to either the Operator or the CCFMBS

Fund Manager in proportion to the respective interests of the Fund

and CCFMBS Holdco in CCFMBS.

No performance fee will be paid until all the underlying assets of

CCFMBS have been sold.

12. RISK FACTORS

Participations will be unquoted and investment in the Fund will

expose Investors to the risks associated therewith. Investors should,

therefore, note that the value of Participations may go down,

perhaps substantially, as well as up and there is no certainty that

they will get back in full the amount which they invest.

General risks

� There is no market for Participations and you should consider

carefully whether the investment is suitable for you in light of

your personal circumstances and the financial resources available

to you.There can be no guarantee that any appreciation in the

value of the Fund’s investments will occur or that the investment

objectives of the Fund will be achieved.

� To maximise returns, Investors may need to hold their

investment on a medium-term basis, although it is intended to

return Investors’ capital within approximately 3-4 years. As a

consequence, Participations may not be suitable for short-term

investment and you should not invest if you may need to realise

your investment prematurely.

� No guarantees as to investment performance, capital gains or

income distribution are given, either expressly or by implication,

in this Memorandum.

� The Fund does not have an operating history and there can be

no assurance that its strategy will be successful.

Risks relating to the Fund 

� It is likely to be difficult for Investors to obtain information

relating to the value of their investment or to sell their

investment during the period when the funds invested in

CCFMBS are committed to specific projects.

� The Fund is structured as a limited partnership registered in

England under the Limited Partnerships Act 1907. As such, there

is no right for investors to redeem their partnership interest

during the term of the Fund. CCFMBS HoldCo is an open

ended investment company and investors therein will be

permitted to redeem their shares in accordance with its articles

of association. In circumstances where such redemption occurs,

the net asset value of the Fund may decline or be otherwise

adversely affected. CCFMBS Holdco has agreed not to redeem

its interest in CCFMBS (direct or otherwise), without the Fund’s

prior consent.

Risks relating to property

� Any future recession in the Baltic States property markets 

could materially adversely affect the value of properties.The

performance of the Fund could be adversely affected by a

downturn in the property markets in terms of capital value

and/or a weakening of rental yields.

� Property and property related assets are inherently difficult to

value because of the individual nature of each property. As a

result, valuations are subject to uncertainty and there can be no

assurance that the estimates resulting from the valuation process

will reflect actual sales prices that could be realised by the Fund

in the future.The Operator will rely on property valuations in

calculating the Fund’s net asset value.

� As with property values in general, the value invested in specific

projects can go down as well as up and Investors may not get

back the amount invested.The level of debt used on each

project will significantly magnify the effect of any fluctuation in

the value of that property on the underlying net asset value.

� CCFMBS has not entered into contractual arrangements to

acquire any properties with any funds raised under this Offer

and there is a risk that suitable opportunities will not be

forthcoming.There is no assurance that there will be a ready

market for any property from either a letting or disposal

perspective. Hence, on a disposal, CCFMBS and consequently

the Fund may receive less than the original amount invested.

� Each property acquired is intended to be charged as security for

bank lending. Accordingly, if the terms of the lending are not

adhered to, the lender may enforce its security and CCFMBS 

will no longer control that property.

� There is no assurance that CCFMBS has acquired or will acquire

properties free of contamination by hazardous waste, asbestos

or other toxic substances or environmental problems. If at 

any time the Fund has acquired or acquires contaminated

properties, the Fund may have an obligation, alone or jointly 

with other parties, to dispose of or otherwise resolve any 

such environmental hazards to the satisfaction of relevant

governmental authorities.There is no basis for estimating the

costs and liabilities of such an obligation, but such costs and

liabilities could adversely affect the returns to Shareholders.

� The Fund and CCFMBS will be exposed to the general risks

associated with property projects (in relation to the Baltic

States) including, but not limited to, fluctuations in land prices,

construction costs and interest rates, fluctuations in property
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yields, changes in taxation legislation, changes in landlord and

tenant legislation, environmental factors, the unforeseen actions

of third parties and changes in the supply and demand for

competing properties.

Political and economic risks

� The Fund will also be exposed to the specific political, legal 

and economic risks of the location(s) in question as well 

as to exchange rate fluctuations in the relevant currency 

(usually the euro).

Taxation and other risks

� A change in the interpretation of the taxation position or a

change in the taxation treatment of the Fund, CCFMBS or of

any of CCFMBS’s assets may alter the net returns to Investors.

� Dependent upon the specific outcome of the projects

undertaken, Investors may incur a taxation liability in advance 

of profits being distributed by the Fund.

� The potential impact of the House of Lords decision in R v IRC

ex parte Newfields Development Limited [2001] STC 901 and

in particular the possible impact on the application of the small

companies’ rate of corporation tax and payment of tax in

instalments should no longer be an issue for potential investors

who hold a controlling interest in one or more companies

following the Chancellor’s Budget 2008 announcement to

change the law relating to associated companies from 1 April

2008. However, at the time of issue of this document this

proposed change has yet to be given legal effect.

� Compensation entitlements under the UK Financial Services

Compensation Scheme will not apply to an investment in the

Fund.The statements in this Memorandum relating to taxation

are intended to be a brief description of some of the tax

consequences for UK resident Investors of investment in a UK

limited partnership or a UK exempt trust.The statements are

based on the Sponsor’s understanding of applicable law and

practice as at the date of this Memorandum.They do not apply

to certain classes of Investors such as financial traders which

hold property as trading stock or to non-UK investors.

Potential Investors should seek their own advice on the 

taxation consequences of an investment in the Fund because 

the Operator and its advisers can take no responsibility in 

this regard.

The foregoing list of risk factors is not comprehensive and there

may be other risks that relate to an investment in the Fund.

Prospective Investors should consult with their professional advisers

before deciding whether to subscribe for Participations or Units.
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CCFM BRISTOL AND STONE BALTIC PROPERTY

LIMITED (“CCFMBS HOLDCO”)

The Company is incorporated in the Isle of Man and is registered

as an exempt international scheme.The board is made up of Jo

Welman, representing the lead investor (EPIC), and of Pritesh Desai

and James Cunningham-Davis, from Cavendish Trust Company Ltd,

the Company’s administrator.

Jo Welman is the executive chairman of EPIC Investment Partners.

The company was founded by Jo in 2001 and now forms part of a

group with over £5 billion of funds under management. He was a

director of Brit Insurance from its flotation in 1995 and was chairman

from January 2000 to September 2002. Prior to this he was an

institutional fund manager at Baring Asset Management from 1979

until 1989 before becoming managing director of Rea Brothers

Investment Management and subsequently chairman of Brit Insurance

Holdings Plc in 2000. Jo has been both an investor in and manager of

commercial and residential property funds for over 20 years.

Pritesh Desai is a fellow of the Association of Chartered Certified

Accountants. He is a co-founder, together with James Cunningham-

Davis, of Cavendish Trust Company Limited in the Isle of Man,

licensed as a corporate and trust service provider by the Isle of

Man Financial Supervision Commission. Pritesh is involved with the

structuring, management and administration of offshore exempt

schemes.

James Cunningham-Davis is a registered Legal Practitioner in the Isle

of Man and is a Solicitor of the Supreme Court of England and

Wales. He has extensive knowledge of the offshore financial

services and corporate and trust service provision industry.

CAPITAL CITY FUND MANAGEMENT LIMITED

(“CCFM”)

Capital City Fund Management is the manager of CCFM Bristol and

Stone Baltic Property Limited.

Its board comprises Mark Woodall, Paula McGourty and Pritesh Desai.

The Manager is a company registered in Guernsey and is licensed

by the Guernsey Financial Services Commission under The

Protection of Investors (Bailiwick of Guernsey) Law, 1987.

The Manager is the fund management arm, and a wholly owned

subsidiary, of Capital City Developments Limited (“CCD”).The

Manager is responsible for the management of the Company under

the ultimate supervision of its directors.

The Manager does not carry on any regulated activity in the Isle of

Man and therefore it is not required to be, and is not, licensed or

regulated in the Isle of Man.

Mark Woodall is the chief financial officer of International

Administration (Guernsey) Limited (“IAG”), is an associate of the

Institute of Chartered Accountants in England and Wales and an

associate of the Chartered Institute of Bankers. He has 14 years’

experience in offshore fund administration, during which time he

has been a director of a number of offshore funds, managers and

advisers. IAG is licensed to carry out fund administration activities

by the Guernsey Financial Services Commission and has funds

under administration of approximately US$7 billion. Mark’s

expertise is in the establishment, compliance, company secretarial

and accounting for funds of all types.

Paula McGourty is finance director at CCD, and a director of the

Manager.Whilst at BDO Stoy Hayward, Paula qualified as a

chartered accountant and worked in both their audit and

corporate finance departments before joining CCD in 2003.

CAPITAL CITY DEVELOPMENTS LIMITED (“CCD”)

CCD is the owner of CCFM and benefits from the extensive real

estate experience of its chief executive, Jonathan Buchanan, and of

Gavin Gleave, its real estate operations director. Since 1987, the

CCD team has managed in excess of 100 residential projects, with

an aggregate development value of more than £700 million,

focusing on opportunities involving planning, project management 

and development.

Jonathan Buchanan sits on the investment committee of CCFM

Bristol and Stone Baltic Property Limited and has 18 years of

experience in the acquisition, project management and development

of residential projects and has been instrumental in setting up two

institutional property funds. He is a non-executive director of The

Notting Hill Housing Group which has circa £2.5 billion of assets,

and chairs its development and new business committee.

Gavin Gleave has over 20 years’ experience in construction and

design management. He has been responsible for development

activities both in the UK and abroad and has acted for several

investment funds and property development companies. Gavin’s

experience of development and investment projects include the

headquarters for the Blackstone Group in Berkeley Square, London,

concluding the master plan for the land extension scheme in Monaco

and the £75 million refurbishment of Shell-Mex House in London.

BRISTOL AND STONE – THE PROPERTY ADVISER 

The Manager has appointed the Property Adviser to identify

investments, co-ordinate the necessary due diligence for all

investment opportunities, negotiate required planning permissions

and prepare appraisals for the review of the Investment

Committee.The Property Adviser will also supervise the

subsequent management of investment properties and their

marketing and eventual sale. Other advisers may be engaged on 

an ad hoc basis at the request of the board in relation to specific

project requirements.

The Property Adviser is a specialist asset management company

exclusively focused on real estate investment in the Baltic States

and eastern Europe.The Property Adviser was founded in 2003 by

Frederick Bristol and Toby Stone in response to the growing market

they saw developing in the Baltic States. After representing a

number of foreign banks and private investors, in 2006 the

company began to focus its energy on raising discretionary funds

for investment in the region.

The Property Adviser is able to make fast decisions on the ground

in response to market opportunities, and to use its knowledge and

contacts in the region to the benefit of the Fund. In order to secure

the most attractive investment opportunities it is an essential

requirement to be able to carry out due diligence and make

investment decisions within a relatively short time frame.

The strategy of sourcing off-market opportunities with potential

returns in excess of expected market uplift has proved successful.

Consequently, since autumn 2006 the Property Adviser has been

able to invest all funds available to it.

APPENDIX 1
INFORMATION ON CCFMBS HOLDCO,ITS ADVISERS AND ASSOCIATED COMPANIES
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Toby Stone has worked in eastern Europe since 2001, starting out

as an economic development consultant to the Soros Foundation in

New York. Over three years he worked extensively across eastern

Europe, developing expertise in emerging economies and also

founded his own economic development consultancy based in

Belgrade,The Chartamede Foundation, which has run projects with

the Government of Serbia and Montenegro, the British Council, the

United Nations Development Programme (UNDP) and the US

Government’s foreign development agency, USAID.

Prior to his work in eastern Europe,Toby worked as an

independent policy adviser to the office of the e-Envoy in The

Cabinet Office of the UK Government, advising primarily on the

development of new businesses. During this time his work involved

advising and working with Cabinet Office departments, HM

Treasury, the Department for Trade and Industry (DTI),The Office

of Government Commerce (OGC) and business support agencies.

Toby has continued to advise the DTI on an ad hoc basis, primarily

on matters concerning trade with eastern Europe.

As a founding director of the Property Adviser,Toby oversees

management and strategic development, focusing on deal sourcing

and due diligence, fundraising, and continuing to develop and

maintain the networks across and beyond the region needed to

source deals. He now works extensively on deals in Lithuania,

Latvia, and Estonia. He has lived in Tallinn for four years.

Frederick Bristol moved to Estonia in 2002. During his time in

Estonia he founded a real estate company sourcing and supervising

developments for investors. On the sourcing side the company

specialised mainly in land and residential projects.The development

arm targeted residential projects in prime locations. Fred has also

been managing personal real estate interests in the UK since 1999,

much of which has involved change of use and obtaining new

planning consents.

As a founding director of the Property Adviser, Fred is primarily

responsible for the daily management of the company and its

projects. He oversees the closing and ongoing management of

deals, and maintains the company’s relationships with local

professionals mainly on a deal specific basis.

INVESTMENT COMMITTEE

The Manager has appointed an investment committee to

recommend investments to the Manager on the basis of its

assessment of investment appraisals presented by the Property

Adviser.The committee combines the real estate and development

experience of Capital City Developments Limited and Capital City

Fund Management Limited together with the Property Adviser’s

knowledge of the markets and people in the Baltic States.

Throughout the life of the Company, the Manager may appoint

additional persons to the Investment Committee.

The investment committee currently comprises:

Jonathan Buchanan (Chairman) 

Paula McGourty

Toby Stone

Fred Bristol

Jonathan Gain.

THE ADMINISTRATOR TO CCFMBS HOLDCO –

CAVENDISH TRUST COMPANY LIMITED 

CCFMBS Holdco has entered into an agreement with the

Administrator to provide registration and accountancy services.

The Administrator was incorporated in the Isle of Man on 

30 May 2006 and is owned by its directors, Pritesh Desai and 

James Cunningham-Davis.The Administrator is the holder of a

category 1 Corporate Service Provider Licence and a category 1

Trust Service Provider Licence both issued under the Corporate

Service Providers Act 2000 of the Isle of Man.

The Administrator’s registered office is 31-37 North Quay, Douglas,

Isle of Man IM1 4LB. Its principal activity is the provision of a range

of company and trust administration services.
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UK TAXATION

The following is a summary of the expected UK tax treatment of

the Fund and its UK tax resident Investors.The tax analysis set out

below, so far as it applies to Investors, is in respect of Investors who

are resident in the UK for taxation purposes (unless indicated to

the contrary).The summary is based on professional advice

received but prospective Investors are recommended to consult

their own professional advisers on the taxation implications of their

investment.

TAXATION OF THE PARTNERSHIP AND ITS

MEMBERS

The Fund itself should have no tax liability in respect of income and

gains distinct from that incurred by the Partners therein, on the

basis that the Fund is tax transparent and that the taxable income

arising from its activities is that of the individual Partners. Income

and gains (or losses) occurring to the Fund should be attributed 

to the relevant Investors for tax purposes according to the way in

which they are allocated in the Partnership Agreement. However,

Investors will not be able to claim any loss which exceeds their

capital contribution plus undrawn profits.

TREATMENT OF UK INVESTORS

Investors will bear tax by reference to so much of the Fund’s

income as is attributable to them under the Partnership Agreement.

As the underlying trading activity is to be carried out by a company

in which the Fund has an indirect holding the income attributable to

Investors will be investment income.This is expected to consist of

interest received and dividend income from CCFMBS BV.Trading

losses incurred by a underlying trading company will be attributed

to that company and will not be available to the investor.

UK resident individuals will be taxed on dividend income at the rate

of 32.5% where, and to the extent that, the dividend income

exceeds the individual’s basic rate limit.There will be no credit for

local corporation tax paid by CCFMBS BV but it is anticipated that

any tax withheld in the Netherlands in respect of dividends paid by

CCFMBS BV will be creditable against the investor’s income tax

liability in respect of the dividend.

It was proposed in the 2008 Budget that changes will be made

from 6 April 2008 to the treatment of dividends received by UK

resident individuals from non-UK resident companies. As the Fund

will be transparent for UK tax purposes this may have a beneficial

effect investors in the Fund.The proposed changes are designed to

bring the treatment of dividends from non-UK companies into line

with dividends received from UK companies by allowing the

investors the non-payable tax credit of one-ninth of the distribution.

This will initially apply to investors who own less than 10% of the

shares in the non-UK company but it is proposed that the 10% rule

will be removed from 6 April 2009.These changes have, at the time

of producing this document, yet to become law and are therefore

subject to change.

On disposal of an interest in the Fund the Investor making the

disposal should be liable to tax on chargeable gains as if it had

disposed of its appropriate proportion (as referred to above) of

the underlying assets held directly by the Fund such as the shares in

CCFMBS BV. From 6 April 2008 capital gains tax is to be applied to

UK resident individuals at a rate of 18% on chargeable gains (after

deduction of relevant losses, if available, and the annual allowance).

The Treasury has announced the introduction of an entrepreneurs’

relief for capital gains tax. However, on the basis of the initial

Finance Bill 2008 issued in March 2008 it appears unlikely that the

entrepreneurs’ relief is to be available in respect of a disposal by 

the Fund of the shares in CCFMBS BV or in respect of a disposal

by an Investor of a Participation in the Fund.

One of the potential exit routes from the Fund may involve the

liquidation of the underlying companies. At the time of writing this

would be tax efficient for UK resident and domiciled tax paying

investors. Potential investors who are either not UK resident or not

UK domiciled should refer to their own advisers for advice on the

tax implications for them taking into account their particular

circumstances.

Income of the Fund should not be taxable in the UK to the extent

that it is attributable to UK Investors who are exempt from UK tax

although these Investors may still suffer overseas withholding tax

where applicable.

NATIONAL INSURANCE POSITION

A liability to Class 2 and/or Class 4 National Insurance will not arise

unless a member falls within the definition of a self-employed

person in relation to the income for NIC purposes.

A member who invests in a partnership but takes no part in the

management of the partnership should not be regarded as self-

employed for NIC purposes. A limited partner is not permitted to

take part in the management of the Fund’s business. As a result

investors who are Limited Partners should not become liable to

Class 2 or Class 4 National Insurance contributions as a result of

their investment.

UK ANTI-AVOIDANCE LEGISLATION

Section 13 Taxation of Chargeable Gains Act 1992 applies to

attribute chargeable gains made by a company which is not resident

in the UK to any individual who is a UK domiciled participator in

the company and who is UK resident or ordinarily resident in the

UK at the time the gain accrues. Section 13 may also apply to

non-domiciled individuals in certain circumstances and any investors

with non-domicile status are advised to review their tax position

carefully taking into account the proposed legislative changes set

out in Finance Bill 2008 and seek professional advice as necessary.

The legislation applies where the non-UK resident company would

be a close company (broadly controlled by five or fewer participators)

if it were resident in the UK.Where this section applies, each

relevant participator has attributed to him his relevant proportion

of the gain in accordance with his underlying interest in the 

non-UK company. As mentioned above, the Fund will be treated 

as transparent for UK taxation purposes and so the members 

of the Fund will be treated as the relevant participators for these

purposes. However, gains are not attributed to an individual if their

attribution is less than 10% of the total.

APPENDIX 2
TAXATION OF THE PARTNERSHIP 
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It is possible that a charge to income tax may arise, under section

714 Income Tax Act 2007, where there is a transfer of assets

abroad following which income arises to a person abroad. In certain

circumstances an individual who is ordinarily resident in the UK and

who makes the transfer of assets may be chargeable to UK income

tax on income that becomes payable to a person outside of the

UK as a result of the transfer.There is exemption from this

provision where it can be demonstrated that there was no tax

avoidance purpose or that the transactions undertaken were

genuine commercial transactions. Potential investors are advised 

to obtain advice from their professional advisers in respect of the

above provisions.

INHERITANCE TAX

The investor’s share in the capital of, and the loan due from, the

Fund will constitute chargeable assets for UK inheritance tax

purposes. UK inheritance tax is normally due at 40% on the

amount of an individual’s estate to the extent that it exceeds the

cumulative chargeable transfer limit (£312,000 for 2008/09 but 

due to increase in increments to £350,000 in 2010/11).There is 

an exemption in the UK for assets transferred on death to a

surviving spouse, providing the surviving spouse is UK domiciled 

at the date of death.

COMPANIES HELD BY MEMBERS

Prior to the 2008 Budget, members who hold a controlling

shareholding either individually or together with associates would

have been advised to consider the potential effect of the House 

of Lords decision in R v IRC ex parte Newfields Developments

Limited [2001] STC 901, and in particular the potential impact 

on the application of the small companies’ rate of corporation 

tax and the payment of tax in instalments should be given due

consideration.The Treasury have announced that the associated

companies’ legislation will be amended with effect from 1 April

2008 to remove this anomaly. However, it should be noted that at

the date of issue of this document that change has yet to be given

legal effect.

STAMP DUTY LAND TAX

The Fund will not hold any interest in land directly and therefore

Stamp Duty Land Tax will not apply.The application of stamp duty

or the equivalent tax to the company that acquires the land and

property may be applied to the relevant laws and practices relating

to tax in that country.
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The Trust will be an unauthorised unit trust within the meaning of

section 469 of the UK Income and Corporation Tax Act 1998.

INCOME

The Trust will be treated as distributing to Unitholders all income

available for distribution (which is calculated after deducting any

allowable costs) regardless of whether it is paid to the Unitholders

or not. In accordance with section 941 of the Income Tax Act 2007,

the Trust will be required to account for basic rate tax.The basic

rate of income tax will be 20% for the fiscal year ending 5 April

2009.The Trust will not be entitled to reclaim any overseas

withholding tax that may arise on its share of dividends paid to the

Fund from CCFMBS BV.

Unitholders, being exempt from tax will, however, be entitled to

reclaim any UK income tax paid by the Trust.

If, on a cumulative basis, the gross amount of the deemed payment

to Unitholders exceeds the income taxable in the Trust, the

difference may be assessed on the Trust. In broad terms, the tax

reclaimed by the Unitholders would be expected to mirror the 

tax paid by the Trust.

CAPITAL

As the Trust will be open only to Investors who are exempt from

capital gains tax or corporation tax on chargeable gains, any

chargeable gain accruing to the Trust will not be chargeable to

capital gains tax in accordance with Section 100(2) of the UK

Taxation of Chargeable Gains Act 1992.

VALUE ADDED TAX

All fees quoted are exclusive of VAT payable which, if applicable, will

also be paid by the Trust.

STAMP DUTY RESERVE TAX

No liability to stamp duty arises on the subscription by Investors for

their interest in the Trust, or on any transfer Units. Instead, the Trust

is subject to the regime for Stamp Duty Reserve Tax applicable to

unit trusts under Schedule 19 of the Finance Act 1999.This applies

a charge of 0.5% to the value of units sold to the extent that,

broadly, they are matched by an equal amount of units bought over

a two week rolling period. Given the profile of the Fund, which has

a defined capital and a limited life, such a charge is expected to

arise mainly (and subject to exemptions) on a transfer for

consideration of all or part of a Unitholder’s interest in the Trust.

This is because the Operator does not expect to issue new Units

or redeem Units during the life of the Trust

Stamp duty reserve tax is not payable upon cancellation of Units in

the event, for example, of the termination of the Trust following the

completion of the final project.

APPENDIX 3
TAXATION OF THE TRUST 
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In this document these expressions and abbreviations have the following meanings unless the context otherwise requires.

“Application Form” the application form pursuant to which Investors are to apply for Participations in
the Fund

“Baltic States” Estonia, Latvia and Lithuania

“Bristol and Stone” Bristol and Stone OÜ

“Capital Contribution” the £100 of partnership capital comprised in each Participation of £25,000

“CCFMBS LLP” CCFM Bristol and Stone Baltic Property LLP, a UK Limited Liability Partnership
registered under the Limited Partnerships Act 2008 with number OC330610

“CCFMBS” or “CCFMBS BV” CCFM Bristol and Stone Baltic Property B.V.

“CCFMBS Holdco” CCFM Bristol and Stone Baltic Property Limited, an open ended investment
company incorporated in the Isle of Man with register number 120447C

“CCFMBS Fund Manager” or the “Manager” Capital City Fund Management Limited, in its role as investment manager to
CCFMBS Holdco.

“EU” the European Union

“Eurozone” the member states of the EU which have the euro as their lawful currency

“Fund” The Stellar Baltic States Fund LP, a limited partnership registered under the Limited
Partnerships Act 1907 with number LP012905

“General Partner” Stellar Baltic (General Partner) Limited

“GDP” Gross Domestic Product

“Gross Asset Value” the aggregate value of assets of the company less the current liabilities of the
company (which shall exclude any proportion of the principal amounts borrowed
for investment which are treated as current liabilities, any liability of an intra-group
nature and any accrual for the performance fee)

“Information Memorandum” or “Memorandum” this document

“Interest” means the interest of a Partner in the Partnership in accordance with the
Partnership Agreement

“Investor” any holder of Participations in the Fund

“IRR” the internal rate of return, being the annualised compound discount rate which,
when applied to the relevant cashflows, produces a net present value of zero
(expressed as a percentage)

“Limited Partner” a limited partner in the Partnership as defined in the Partnership Agreement

“Loan Contributions” the £24,900 of unsecured, interest free loan comprised in each Participation
of £25,000

“Management Shares” the 100 management shares in the share capital of CCFMBS Holdco having the
rights assigned to them under the Memorandum and Articles of Association of
CCFMBS Holdco

“Net Asset Value” the value of the net assets of CCFMBS Holdco calculated in accordance with its
Articles of Association. Net Asset Value per Share is construed accordingly 

“Offer” the offer of Participations contained in this Memorandum and the Application Form

“Operator” or “Stellar” Stellar Asset Management Limited, a company incorporated in England and Wales
with registered number 06381679 which is authorised and regulated by the
Financial Services Authority

“Participation” a Limited Partner’s unit of participation in the Fund comprising the Capital
Contribution and the Loan Contribution

“Partner” a Limited Partner and or the General Partner as the context may require

“Partnership” the limited partnership comprising the Fund

“Partnership Agreement” the agreement between the Limited Partners and the General Partner, a summary
of the principal terms of which is set out in section 8

“Property Adviser” Bristol and Stone OÜ

APPENDIX 4
DEFINITIONS 
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“SIPPs” self-invested personal pension schemes

“SSAS” small self-administered pension schemes

“Trust” or “Exempt Trust” The Stellar Baltic States Exempt Trust

“Trust Deed” the deed constituting the Trust

“Trustee” Capita Trust Company Limited, the trustee of the Trust

“Unitholder” a holder of Units

“Units” units of £25,000 each in the Trust
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Participations are available in multiples of £25,000 with a minimum

of one Participation of £25,000. Applications must be made in

whole numbers of Participations.

Persons wishing to become Investors should complete the relevant

section of the Application Form booklet. Investors which are

exempt under UK Taxation of Chargeable Gains Act 1992 section

100 (2) (SIPPs, SSAS and registered charities) should complete the

separate Exempt Trust section of the Application Form booklet.

Interest earned on application monies prior to investment in the

Fund will be retained by Stellar.

Completed applications, together with a cheque or banker’s draft,

should be forwarded to the Administrator so as to arrive not later

than 3:00pm on 30 June 2008.

Stellar and the General Partner reserve the right to accept

applications for a further period after 30 June 2008 and not to

accept applications or to accept applications in part only or in 

any other circumstance they may consider appropriate.

Due completion of an Application Form constitutes a warranty 

that all cheques forwarded by the applicant will be honoured on

first presentation.

Applications must bear the stamp of an authorised financial adviser.

Applications not bearing such a stamp will not be accepted.

The basis of allocation will be determined by Stellar and the

General Partner at their discretion. Copies of the Partnership

Agreement constituting applicants as Limited Partners of the Fund

will be available on request following the closing of the Offer.The

Partnership Agreement (or a deed of adherence) will be executed

on behalf of Investors under a power of attorney contained in the

Application Form.

All documents will be despatched by first class post at the risk of

the person(s) entitled thereto.

DATA PROTECTION ACT

Please note that Investors’ names will be added to a mailing list

which may be used by Stellar and associated companies to send

details of new and existing products. If Investors do not want to

receive such details, they should notify Stellar Asset Management 

in writing.

MONEY LAUNDERING REGULATIONS

To ensure compliance with the UK money laundering regulations,

Stellar requires the completion by financial advisers of an identity

verification certificate (the “Certificate”) in respect of each Investor

being introduced.The Certificate is contained within each

Application Form booklet. If a Certificate is not completed for an

Investor, then the application form will not be processed until such

time as the Certificate has been completed and accepted at the

discretion of Stellar.

Stellar may at its absolute discretion require further verification 

of identity from any person lodging an Application Form (the

“Applicant”) and without prejudice to the generality of the

foregoing, in particular, any person who either (i) tenders payment

by way of cheque or banker’s draft drawn on an account in the

name of a person or persons other than the Applicant or (ii)

appears to be acting on behalf of some other person. In the former

case, the verification of the identity of the Applicant may be required.

In the latter case, verification of the identity of any person on whose

behalf the Applicant appears to be acting may also be required. In

addition, Stellar may use the services of a credit reference agency,

which will record that an enquiry has been made.

If within a reasonable period of time following a request for

verification of identity, Stellar has not received evidence satisfactory

to it as aforesaid, it may, at its absolute discretion, reject any such

application in which event the remittance submitted in respect of

that application will be returned to the Applicant (without prejudice

to any rights to undertake proceedings to recover any loss suffered

as a result of the failure to produce satisfactory evidence of identity).

Where possible, Applicants should make payment by their own

cheque. If a third party cheque, banker’s draft or building society

cheque is used, the Applicant should:

(a) write his/her name and address on the back of the draft or

cheque and, in the case of an individual, record his/her date

of birth against his her name; and

(b) ask the bank/building society (if relevant) to endorse on 

the reverse of the draft or cheque the name and account

number of the person whose account is being debited and

stamp such endorsement.

The above information is provided by way of guidance to reduce

the likelihood of difficulties and delays and the potential rejection of

an Application Form (but without limiting Stellar’s rights to require

verification of identity as indicated above).

APPENDIX 5
PROCEDURE FOR APPLICATION
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RESPONSIBILITY

The Operator has taken all reasonable care to ensure that the facts

stated in this Memorandum are true and accurate in all material

respects and that there are no other material facts the omission of

which would make misleading any statement herein, whether of fact

or opinion.

INFORMATION CONCERNING THE GENERAL

PARTNER

Stellar Baltic (General Partner) Limited was incorporated in England

on 14 February 2008 as a private limited company (No. 6503813)

under the Companies Act 1985 and has an authorised share capital

of £1,000 divided into 1,000 shares of £1 each of which one share

has been issued fully paid.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the Partnership Agreement and draft Trust Deed will be

available for inspection by prior appointment at the offices of the

Operator during normal business hours on any weekday (Saturdays

and public holidays excepted) while this Offer remains open.

COMMISSION

Commission will be paid to authorised financial advisers at a fixed

rate of 4% on accepted applications. Completion of the agent’s box

on the Application Form confirms that the agent is duly authorised

to transact such business under the Financial Services and Market

Acts 2000 and that the agent has complied with the requirements

of the Money Laundering Regulations 2007 regarding the

identification and verification of the applicant.

Stellar is required by the regulations of the Financial Services

Authority to notify Investors of the fact that it regards them as

execution-only customers in respect of their applications for

Participations.This means that it is reasonable for Stellar to believe

that Investors do not expect it to be advising them as to the

investment merits of the transaction. Accordingly, by completing 

the Application Form, Investors confirm that they simply want a

transaction to be carried out and that Stellar will not be responsible

to them for ensuring that the transaction is a suitable one for them.

Dated 8 May 2008

APPENDIX 6
GENERAL INFORMATION
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