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IMPORTANT INFORMATION

Citadele Baltic Sea Equity Fund, in accordance \hign Law on Investment Management Companies of the
Republic of Latvia, is an open-end investment fuadd it operates in accordance with the Directive
2009/65/EK as well as other binding legal actshef European Union. The activities of IMISC Citadkéset
Management, which manages assets of this fundegtdated by legal acts of the Republic of Latvia.

The Investment Certificates of the Fund are diatgd in accordance with this Prospectus.

Prevention of Money Laundering. According to legal acts of the Republic of Latvtag Company or
Distributor has the right to request that the Iteesto submit documents confirming legal capaagywell as
identity of the Investor and his/her representativeopies of such documents duly approved by argiot

Where the Investor refuses to submit to the Comghayrequired documents, the Company has the tight
reject the application for investment certificatesthout explanation. Further information about such
requirements is available at the Company.

Unfair Commercial Practice. The Company does not allow performance of unfaingactions and market
manipulation with financial instruments, as a reséiwhich investors' rights or legal interests enjared.

Market Timing. The Company deliberately prevents performanceasfsictions with investment certificates
that constitute market-timing practice; as suclciica is detrimental to the interests of other Btoes. Market
timing practice takes advantage of the potentraktdifference between changes in the value ofittenéial
instruments portfolio of the Fund and reflectionsoith changes in the Fund share value. The Compsas/
various methods to reduce the risk of market timing

e control of frequent purchase/sale transactionsluivg investment certificates of the Fund;

e selective detailed investigation of cases invohagve trade with investment certificates of thané.

The Company, using the mentioned methods for rémtuct the risk caused by market timing, strivespply
this method in the interests of the Investors. Teenpany cannot ensure that it has sufficient infdiom to
identify market-timing practice. Even though then@many strives to detect market-timing practicesainot
guarantee that this practice is completely elingdat

Data Protection. The Investor (natural person) agrees that the GompCustodian or Distributor processes
personal data about the Investor. That includes r@guesting and receiving the Investor's persdat from
any third parties and databases established irr@meoe with procedure prescribed in legal acthefRepublic

of Latvia, where the Company, Custodian or Distitdibideems it necessary for ensuring compliance thigh
requirements prescribed by legal acts of the RépuaiblLatvia and/or country in which investment tifezates

of the Fund are distributed, for establishing legédtionship between the Investor and Companyidtiiemn or
Distributor, or for meeting obligations.

Distribution of Investment Certificates of the Fund Shares of the Fund shall not be distributed imtdes
where the Fund is not registered or where the agliestate authorities have not been duly informealiithe
distribution. Thus, this Prospectus shall not lgarded as a public offer or an advertisement imtreas where
the Fund is not registered or where the relevaaie sauthorities have not been duly informed abbet t
distribution.

Investment certificates of Citadele Baltic Sea Bglund will be quoted on the investment fund b$tthe
NASDAQ OMX Riga.

Risk Note

Despite the fact that the Company operates in decmwe with the principles of diversification, geadenisks
related to activities of investment companies ameestments remain. The Investors should be awae th
specific investment strategy aimed at investmentshe Baltic Sea Region is subject to particulaks;
especially liquidity risk, issuer's default riskdamarket concentration risk. Information on thasks as well as
other risks and a description of risks is set fantiChapter 4 of the Prospectus. The Investorsldhmarefully
study the information on risks contained in thissprectus. Prior to making investments the Investattsout
relevant experience should consult an independaandial adviser to make an informed decision o@ th
offered fund investment strategy and to ensurettf@fund strategy, including potential risk, ipeqpriate for
the investor's financial condition.

Notification to Investors
A high fluctuation level is characteristic of the \alue of an investment share of the Fund.
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DEFINITION OF ABBREVIATIONS AND TERMS USED IN THE P ROSPECTUS

JSC Citadele banka and/or the Custodian
The custodian of the open-end investment fund €leBaltic Sea Equity Fund.

JSC  Joint Stock Company.

Redemption
Redemption of investment certificates by the Comgpapon the request of the Investors for the
current price determined in accordance with Papg@a2 hereof.

Repurchase
Repurchase of investment certificates by the Compaith compensation for losses (where the
Company and/or the Distributor and/or the Interragdiis responsible for errors or omissions in
information stated in the Prospectus).

Derivatives
Financial instruments whose value changes dependingespective interest rate, security price,
currency exchange rate, price or interest ratexindedit rating or similar variable and by whicheo
or several financial risks inherent in derivativiemary underlying financial instrument are transéer
between individuals involved in the transaction. dlominor initial investment is required for the
purchase of a derivative compared to other cordtrdibat also depend on changes in market
environment, moreover, settlement for the conti@ats place in the future.

Open-End Investment Fund
A fund, the aim of which is aggregation of publi@dcquired money resources for investment in
transferable securities and other liquid finanaiatruments by following the risk mitigation pripdé
and the investment limits, whose investment manag¢émompany is under obligation to redeem
investment certificates upon request of the invssto

Foreign State
Any state other than the Republic of Latvia.

Member Country
A member country of the European Union or the EeaspEconomic Area.

Group of Ten

The countries that have concluded the General geaments to Borrow with the International
Monetary Fund.

MTF  Multilateral Trading Facility.

EEA  European Economic Area.

EU European Union.

EUR  Euro - currency unit of the European Monetary Union

Financial Instruments
Agreements that simultaneously give rise to finahassets for one person and financial liabilibes
equity securities for another person.

Fund Manager
The Investment Committee, appointed by the Exeeuiward of the Company, to perform functions
of the Fund Manager, observing provisions of thespectus, resolutions of the Executive Board of
the Company, investment policy of the Fund in adaace with procedures prescribed by the effective
legal acts of the Republic of Latvia and the FunideR.

Fund Ongoing Charge

The payments that are made from assets of the Ratwithstanding the fact whether they are the
mandatory payments that are necessary to ensuvéiastof the Fund, or a remuneration of a third
party that is related to activities of the Fundemders services to the Fund.
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Fund Ongoing Charges Figure

The Fund ongoing charges figure is defined asatiosl of the Fund total ongoing charges to the Fund
average annual net asset value, expressed aseniagye.

Fund Value
For the purposes of this Prospectus and Rulesaisb referred to as the Fund net asset value.

Fund The open-end investment fund Citadele Baltic Seaitizdrund founded by IMJSC Citadele Asset
Management.

IF Investment Fund.

Investment Fund Share
IF share represents the right of claim attachedint® investment certificate in proportion to theueal
of such share. The Fund share value is the fundssat value divided by the number of investment
certificates in circulation.

Investor
A person who owns an investment certificate ofittvestment fund.

Investment Certificate
A transferable security that represents investoté&rest in the investment fund and rights attacioed
such interest.

IMJSC Investment Management Joint Stock Company.

Equity Securities
Financial instruments representing ownership irsteireissuer's capital (e.g., stocks).

Baltic Sea Region
For the purposes of this Prospectus the BalticR&eaon comprises the following countries: Denmark,
Estonia, Russia, Latvia, Lithuania, Norway, Poldfidjand, Germany, and Sweden.

Account Holder
A legal person entitled to open, hold and closaritial instruments accounts in accordance with the
Law on the Financial Instruments Market and regufest of the LCD or a legal person which can
ensure keeping of financial instruments in the L@Wough interbank or central depository
correspondent relations.

Latvian Central Depository and/or LCD
A joint stock company which performs booking and@mting of financial instruments issued in
public circulation in the Republic of Latvia andopides for financial instrument and cash settlement
in transactions with financial instruments on autated market as well as financial instrument
settlements among financial instruments accourdédrsl

Law Law on Investment Management Companies.
RL Republic of Latvia.

Money Market Instruments
Highly liquid short-term debt securities whose altan be determined at any time (treasury bills,
certificates of deposit, commercial paper etc.pllguraded on the money market.

OECD Organisation for Economic Co-operation and Develepm

Base Currency
The currency in which the Fund Value and the Furates value is expressed. The base currency of IF
Citadele Baltic Sea Equity Fund is Euro.

Debt Securities
Securities representing issuer's liability to replag debt to the holder of such security (e.g.,dspn
promissory notes etc.).

Transferable Securities
Securities with unrestricted rights to transfemthe
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Publicly Available Information
Detailed information about the Fund, the Company tie Custodian that is available to all Investors
pursuant to legal acts of the Republic of Latvihe Publicly Available Information is the Prospegtus
Fund Rules, key investor information, annual anaisennual report of the Fund, time and places of
distribution of the Investment Certificates, théatosalue of the Fund and the Fund share valuessal
and redemption prices for the Investment Certifisainformation about the Company, information
about the Custodian.

Regulated Market
A set of organisational, legal and technical measwhich make possible entering into open and
regular transactions in financial instruments.

Company
IMJSC Citadele Asset Management.

Interested Persons of the Company
Members of the Council and officers of the investinmanagement company, shareholders who own

10 and more percent of the voting shares of the famy, as well as spouses, parents or children of
such persons.

Systematic Internaliser
An investment brokerage company or a credit ingitu that deals on its own account on an
organized, frequent and systematic basis by exggetistomer orders outside a regulated market or a
multilateral trading facility.

Intermediary
Legal entities, incl. brokerage companies, deposgabanks and other persons executing transaction
in financial instruments attracted by the Compamyfgrming management of the Fund, or the
Custodian for custody of assets of the Fund arattber of the Company for execution of transactions
with assets of the Fund.

Execution Venue
A regulated market, an MTF or a systematic intéseal which acts in such status, or a system
functioning similarly to a regulated market or M®htside the EU.

Custodian
A person responsible for custody of, accountingaiod effecting transactions with assets of the Fund
as well as for other obligations prescribed by legas of the RL and the custody agreement between
the Custodian and Company.

Custodian's Interested Persons
Members of the Council and the Executive Boardhef €Custodian, shareholders who own 10 and
more percent of the Custodian's voting shares,edlsas spouses, parents or children of such persons

Custody Agreement
Written agreement between the Company and the @Giastowhereby the Custodian undertakes to
keep in custody the property of the Fund, to penftnansactions with the property of the Fund, and t
service accounts of the Fund in accordance witlallegts of the RL, the Custody Agreement,
Prospectus and upon instructions of the Company.

Financial and Capital Market Commission and/or theCommission
An independent public institution, which, in congrice with its goals and objectives, enjoys full
rights to regulate and supervise the financial aagdital market and activities of its participants.
The Commission makes independent decisions withénlimits of its authority, performs functions
assigned to it by legal acts of the RL, and is@esfble for their execution.
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1. GENERAL INFORMATION ON THE INVESTMENT FUND
1.1. Objective of the Activities of the Fund

The investment objective of the open-end investnfiend Citadele Baltic Sea Equity Fund is long-
term capital growth from investments in shareshafse issuers who are registered or whose main
activities take place in the Baltic Sea Region. Tieome of the Fund will comprise share price
increases and dividend payments.

1.2. The Fund and the Legal Status of Its Property

Theinvestment fundis a pool of assets formed by investments madenagigivestment certificates as
well as assets obtained in transactions with tkestment fund property and on the basis of rights
owned thereby.

The base currencyof Citadele Baltic Sea Equity Fund is Euro (heaéier, EUR).
The investment fund is not a legal person.

Citadele Baltic Sea Equity Fund, in accordance with Law, is an open-end investment fund, and it
operates in accordance with legal acts of the EaopJnion. The Company that manages the Fund is
required to redeem investment certificates upongheest from the Investors.

The property of the Fund is a joint property of its investors to be held,oked and managed
separately from the property of the Company ancerofands under its management, as well as
separately from the Custodian's property.

If the Custodian uses the Intermediaries for h@dinancial instruments, then, taking into account
peculiarities of the property right and legal agdserning accounting of the same of the correspandi
Foreign State, the property right to financial instents may be registered in the name of the
Custodian, Company or third party as well as in ti@me of a third party attracted by the
Intermediary. In its turn, the Custodian accoutts property rights to such financial instruments
belonging to the Company/Fund in accordance wighRh legal acts.

Should the Company or the Custodian be declaremviest or liquidated, the property of the Fund
shall not be included in the property of the Companthe Custodian.

1.3. Fiscal Year of the Fund
The reporting period of the Fund is 12 months, srmbincides with the fiscal year of the Company.
The fiscal year of the Fund coincides with the odé year.
The first reporting year of a new fund may représeshorter or longer time period, but it shall het
longer than 18 months. A decision on duration af fhist reporting year shall be made by the
Executive Board of the Company.
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2. SUMMARY OF EXPENSES RELATED TO TRANSACTIONS WITH IN VESTMENT
CERTIFICATES AND MANAGEMENT OF THE FUND

2.1. Commission on Transactions with Investment Certifiates

The commission for the sale of investment certiéisas calculated as a percentage of the Fund share
value. The purchase commission for the investment fCitadele Baltic Sea Equity Fund is up to
3.0% of the Fund share value.

There is no commission for redemption of investnuamtificates.
2.2. Amount of Payments of the Fee for Managemenf the Fund

As a percentage per annum from the Fund averagesset value

Beneficiary Amount of the Fee
Company 2.00 %
Custodian 0.18%
Sworn Auditor 0.10%
Maximum Amount for Management of the Fuhd  4.00%

* The total amount of the fee of the Custodian, iditlg other payments, shall not exceed 0.50% pasrann
2.3. Other Payments from the Property of the Fund

Other expenses shall be covered from the propértyeoFund if they are justified by external source
documents and the RL legal acts regulating aatiwitand accounting procedures of investment
management companies and investment funds.

Other payments comprise such expenses as tramsabtimges, broker fees, and interest on loans, fee
for registration of amendments of the ProspectagasrRules of the Fund, for supervision of the Fund
and similar payments, custody of financial instratsgfee for including in and quoting of investment
certificates on the lists of the stock exchangeslegal and other professional consultations ctbets,
which are related to distribution of the investmeeitificates of the Fund as well as similar cestd

the like.

A charge for processing of a transaction is deteeahiin accordance with the effective pricelist fof t
Custodian.

The purpose of the above information is to provddgeneral estimate of total expenses to be cowdiredtly
or indirectly by the Investor who purchases investincertificates of the Fund. Further informatiom o
procedures for calculating and paying such expeisegplained hereinafter as well as in the FundeRu
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3. INVESTMENT POLICY AND INVESTMENT RESTRICTIONS

3.1. Investment Objective
The investment objectivef the open-end investment fund Citadele Baltia §quity Fund is long-term
capital growth from investments in shares of thisseiers who are registered or whose main activities
take place in the Baltic Sea Region. It is plantedeceive the income of the Fund from share price
increase and received dividends.

The policy of the investment fursets out the following investment portfolio alldoat

e upto 100% of the Fund assets can be investeduityespcurities issued by corporations. No less
than two thirds of the Fund assets can be inveistegtjuity securities issued by corporations,
which are registered or main activities of whicketplace in states of the Baltic Sea Region;

e up to 25% of the Fund assets can be invested iositspwith credit institutions;

e up to 25% of the Fund assets can be invested in sketurities issued or guaranteed by
government, municipalities and credit institutioms well as debt securities issued by
corporations;

e up to 25% of the Fund assets can be invested ireynorarket instruments issued or guaranteed
by government, municipalities and credit institagcas well as money market instruments issued
by corporations;

e up to 10% of the Fund assets can be invested iestment certificates of open-end funds or
similar collective investment undertakings or sanilsecurities (hereinafter, the investment
certificates of investment funds).

3.2. Investment Objects and Types

The Fund assets can be invested in the followimanitial instruments:

1) equity securities issued by corporations registénethe Baltic Sea Region or OECD member
countries;

2) debt securities and money market instruments issoedguaranteed by central banks,
governments and municipalities of member countste® ECD member countries;

3) debt securities and money market instruments issmedjuaranteed by government and
municipalities of the Baltic Sea Region;

4) debt securities and money market instruments issugmiaranteed by credit institutions as well
as by corporations of the Baltic Sea Region, membentry, or OECD member countries;

5) deposits with credit institutions licensed in a nb@mcountry or OECD member country that is
included in the Group of Ten;

6) investment certificates (shares) of open-end fuordsimilar collective investment undertakings
registered in member countries and other countries.

7) to provide protection against the risk of fluctoas in market value of the Fund assets that may
arise due to changes in asset prices or exchateg the Fund Manager has the right to invest in
derivatives at the expense of the Fund. The Fundader has the right to enter in derivatives
transactions at the expense of the Fund with thpgse to make profit. For information on
additional risks arising from transactions in datives, see Chapter 4 'RISKS' hereof;

8) the Fund Manager can enter into (repo) transacfmmsepurchase of financial instruments at the
expense of the Fund to achieve short-term liquidity

9) where necessary for operations of the Fund, thel Aanager has the right to keep a part of the
Fund assets in liquid assets including cash.

3.2.1. Investments into Transferable Securities aniloney Market Instruments

1. Investments of the Fund can be made in frealysterable securities and money market instruments
that meet at least one of the following criteria:

1) they are traded on a regulated market;

2) they are included in the official listing of a skoexchange of countries of the Baltic Sea Region,
OECD member countries, or they are traded at arcutiom venue, MTF or systematic
internaliser of these countries, or they are tradea system functioning similarly to a regulated
market or MTF outside the EU;

-10 -
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2.

3.

3) they are not included in the official listings dbek exchanges or are not traded on regulated

markets, but the rules governing the issue of ssmturities and money market instruments
provide that they will be included in the officiikstings of the stock exchanges or regulated
markets referred to in Subparagraphs 1) and 2aodd?aph 1 of Paragraph 3.2.1, and that these
securities or money market instruments will be udeld there within one year from the date of
commencement of subscription to these securitiesaey market instruments;

The Fund assets can be invested in money markgtiments that are not traded on regulated
markets, if they are transferable without restoicsi (there are no conditions restricting executibn
transactions) and upon one of the following coodi

1)

2)
3)

4)

5)

they are issued or guaranteed by a member countmyuaicipality of a member country, other

country (in federal country — one of the membersfederation) or international financial

institution if one or several member countriesitgenembers;

they are issued or guaranteed by the central baakneember country, by the European Central

Bank or the European Investment Bank;

they are issued by a corporation whose securitiesraded in accordance with Subparagraphs 1)

and 2) of Paragraph 2 of Paragraph 3.2.1;

they are issued or guaranteed by a credit ingiitutihich is registered in a member country, and

the activity of which is supervised by a body supeng financial services in accordance with the

requirements of the EU, or an issuer, whose agtisitegulated by the requirements that are not
less severe than the ones determined by the EUnvaich meets at least one of the following
requirements:

a) itis registered in OECD member country that iduded in the Group of Ten,

b) an investment level rating has been assigned to it,

c) a thorough analysis of the legal regulation of \digti of an issuer certifies that the
requirements regulating its activity are not lessese than the ones determined by the
European Union.

they are issued by a corporation, the amount oftalapnd reserves of which amounts to 10

million Euro or equivalent amount in lats accordioghe exchange rate set by the Bank of Latvia

or exceeds this amount, and which prepares andspeklan annual report in conformity with the
requirements to preparation and publication of ahmneports that are equal to the once effective
in the EU. Such corporation is in a group with @neeveral corporations the shares of which are
traded on a regulated market and which is intendedtract monetary assets to the group, or such
corporation is a structure founded for the spepiaipose specialising in turning of debts into
securities, and which have concluded an agreemetigoidity maintenance with such bank that
meets the requirements to a credit institutionustifed in Subparagraph 4) of Paragraph 2 of

Paragraph 3.2.1. The protection of Investors thatgual the protection referred to Subparagraph

1), 2), 3) and 4) of Paragraph 2 of Paragraph 3s2applied to investments in such money market

instruments.

Where the invested amount does not exceed ¥O¥ed~und assets, the Fund investments can be
made in transferable securities and money markstruments other than those referred to in
Paragraph 3.2.1.

3.2.2. Deposits in Credit Institutions

The Fund assets can be deposited with a ciestitution that has obtained a licence for credit
institution operations in a member country or OE@Bmber country that is included in the Group of
Ten.

1.

2.

1.

2.

Deposits in credit institutions may be madethigy are repayable on demand or they can be
withdrawn prior to the end of the time limit anagkttime limit thereof does not exceed 12 months.

3.2.3. Investments in Fund Investment Certificates

The Fund assets may be invested in investneetificates or shares of open-end funds or coilecti
investment undertakings comparable thereto whiehragistered in a member country, which are
subject to regulation that is analogous to theirequents of the Law.

The Fund assets may be invested in certificateshares of foreign open-end funds or collective
investment undertakings comparable thereto if @astment fund meets the following requirements:

1)

it is registered in a country in which the legarfrework provides for the state supervision of
such undertakings which is of equal value with gwpervision specified in this Law, a
supervisory body of the respective country collalbes with the Commission;

-11 -
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3.

2) its principles of operation, including protectiorf vestors, investment and transaction
restrictions, are analogous to the provisions @f ltlaw regarding the operation of open-end
funds;

3) it prepares and make public semi-anaundlannual reports to enable the assessmentaxfsts,
liabilities, income and operations over the repagriperiod.

The Fund assets may be invested in the cetéBcéshares) of the open-end funds and collective
investment undertakings referred to in ParagraphadlL2 of Paragraph 3.2.3 if the Prospectus, the
Fund Rules or comparable document of the open-end br collective investment undertaking
provides that investments in other funds or calecinvestment undertakings may not exceed 10%
of the assets of the fund or collective investmamertaking.

3.2.4 Transactions in Derivatives

1.

The Fund assets may be invested in futures) pémilla options and swaps which are traded @n th
markets referred to in Paragraph 1 of Paragraph 2P this Prospectus or the over-the-counter
derivatives and which concurrently meet the follegvirequirements:

1) their underlying assets are the financial instents referred to in Paragraph 3.2.1, 3.2.2 aa@ 3.
of this Prospectus, financial indices, interesesatexchange rates or currencies in which in
accordance with the Prospectus or Rules it is dedrto make investments of the Fund assets;

2) the counterparty to the transactions in overdgbunter derivative financial instruments shallbe
credit institution which meets the requirements Rdragraph 1 of Paragraph 3.2.2 of this
Prospectus, or an investment brokerage companwrieunt of capital and reserves of which
amounts to 10 million Euro or equivalent amountaits according to the exchange rate set by the
Bank of Latvia or exceeds this amount, which isisteged in a member country or OECD
member country that is included in the Group of , Taard the operation of which is supervised of
a body supervising financial services;

3) reliable and verifiable valuation of the ovheicounter derivative financial instrument takes
place each day and the derivative may be soldqoidated at its fair value at any time at the
initiative of the company by an offsetting (revgrsansaction.

3.3. Investment Limitations

1.

The Fund investments, excluding the Fund imuests referred to in Paragraph 2 of Paragraphr8.3,
transferable securities or money market instrumehsssingle issuer may not exceed 5% of the Fund
assets. The limit referred to can be increasedoupOf6 of the Fund assets, but in that case the
aggregate value of investments exceeding 5% magxuaed 40% of the Fund assets.

The Fund investments in transferable securitfess single issuer can be increased up to 25%eof t
Fund assets if they are debt securities issued drgdit institution registered in a member country
and if the terms of such debt securities providd #itquired funds will be invested in assets that
during the entire duration of the debt securityyfidecure the liabilities arising out of such debt
security, and such liabilities have priority fuffient if the issuer becomes insolvent.

If the value of debt securities issued by alsimgsuer referred to in Paragraph 2 of Paragraplasd
owned by the Fund exceeds 5% of the Fund asseistothl value of investments of the Fund
exceeding 5% restriction may not exceed 80% oflved assets.

The Fund investments in a single credit institumay not exceed 20% of the Fund assets. Such
limitation does not apply to on-demand claims asfatihe Custodian.

Investment of the Fund assets in investmeriificates of one open-end investment fund may not
exceed 10% of the Fund assets. The total investmainthe Fund in certificates (shares) of the
collective investment undertakings referred to amdgraph 2 of Paragraph 3.2.3 may not exceed 30%
of the Fund assets.

Total risks arising from transactions in defivas, including in the derivatives included in
transferable securities or money market instrumemdy not exceed the Fund net asset value. In
calculating the total risk, the value of the ungieig assets of the derivative instrument, the
counterparty risk, the future market movements tedtime required to close the relevant position
shall be taken into account. The total risk valls® ancludes the risk arising from further investine

of the proceeds received from REPO transactions

The Company applighe commitment approach tovaluation of the total risk of the Fund.
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7.

Risk position in transactions in over-the-ceumterivatives with each counterparty may not edcee

1) 10% of the Fund assets if the counterparty ésedlit institution that has obtained a licence for
credit institution operations in a member countryO&ECD member country that is included in
the Group of Ten;

2) 5% of the Fund assets if the counterparty isnaestment brokerage company the amount of
capital and reserves of which amounts to 10 milkamo or equivalent amount in lats according
to the exchange rate set by the Bank of Latviaxaeeds this amount, which is registered in a
member country or OECD member country that is idetl in the Group of Ten, and the
operation of which is supervised of a body supéamgi§inancial services.

Taking into account that transactions in deives can be performed at the expense of the Foind f
the purpose of gaining profit, the limitations pmalsed by this Paragraph 3.3 shall apply to the
underlying asset of the derivative.

Disregarding the investment limits specifiepparately established in Paragraphs 1, 4, 6, anfl 7 o
Paragraph 3.3, the total investments of the Fundransferable securities and money market
instruments, the deposits and transactions in agvies of the Fund where the issuer, guarantor,
deposit taker, or counterparty is the same persanmot exceed 20% of the Fund assets. In applying
the investment limits prescribed by this Paragragrporations belonging to one group shall be
considered as one person.

10. The investment limits specified separatelytdisthed in Paragraphs 1, 2, 3, 4, 6 and 7 of thimfraph

cannot be aggregated, which means that the totekiments of the Fund in transferable securities
and money market instruments, investment funds siespand transactions in derivatives where the
issuer, guarantor, deposit taker, or counterparthe same person may not exceed 35% of the Fund
assets.

3.4. Investment Limitations in Respect of Single &ier

1.

Fund investments in separate investment obijeagsnot exceed the following criteria:

1) 10% of the nominal value of those shares of ongeis#hich carry no voting rights;

2) 10% of the total amount of debt securities issuedre issuer;

3) 10% of the total value of money market instrumésdgsed by one issuer;

4) 25% of the number of investment certificates of apen-end fund or collective investment
undertaking.

Investments of assets of all funds managedéyCompany shall not either in total or for eachdfu

separately directly or indirectly exceed 10% of afithe following criteria:

1) fixed capital of one issuer;

2) total amount of voting rights of one issuer.

The Fund assets may not be given out in loansnested in real estate, precious metals and

derivatives the underlying asset of which are pezimetals or commodities.

3.5. Exceeding the Investment Limits

Exceeding the investment limits is permissibleut!s situation arises from exercising the subsaipti
rights associated with transferable securities oney market instruments belonging to the propefty o
the Fund or from other conditions that the Compamg unable to foresee. In order to prevent the
exceeding of investment limits, the Company haselbsecurities in accordance with the risk redrcti
principle and interests of the Investor.

Investment limits referred to in Subparagraphs3)and 4) of Paragraph 1 of Paragraph 3.4 can be
exceeded at the moment of investing if at that muritenvas not possible to determine or calculate th
value or quantity of issued securities with inhérkabilities or the value or quantity of investnien
certificates in circulation.

The Company shall immediately inform the Commissabout exceeding the investment limits and the
corrective measures to be taken.

3.6. Loans at the Expense of the Fund

To accommodate requests to redeem investmenticaidi$ or to meet other liabilities of the Fund,
including settling such expenses of the Fund tifiatpt paid on time, may cause losses to the Fund,
the Company can borrow on the Fund's account al tgt to 10% of the Fund net asset value, but only
for short-term up to three months.
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The decision about borrowing on the Fund's accehall be taken by the Fund Manager in accordance
with the Prospectus, Fund Rules and Articles ofo8&dion of the Company.

3.7. General Provisions

The Company conducts business with the propertyhef Fund in accordance with the Law, this
Prospectus, Fund Rules and other legal acts i farthe Republic of Latvia.

The Company has no right to take on liabilitiesttst expense of the property of the Fund, if these
liabilities are not directly related to the Fundhel Company may not conduct transactions without
compensation with the property of the Fund. Claagainst the Company and claims inherent in the
Fund assets shall not be netted.

The property of the Fund shall not be pledged bemtise encumbered except in cases provided for in
the Law and the Prospectus.

The Company is not allowed to sell securities owutmertake liabilities for selling securities atth
Fund's expense if these securities are not theepsopf the Fund at the time of the transaction.

Upon evaluation of compliance of the investmenttfptio of the Fund with investment restrictions,
the investment value determined by using procedwescribed in Chapter 7 of the Prospectus
'METHODS AND PROCEDURES FOR DETERMINING THE FUND NEASSET VALUE' shall be
used.

3.7. Choice of Investment Objects

Investment objects shall be chosen in accordante the principles of the investment policy of the
Fund and investment restrictions as well as in @taowce with procedure prescribed by the Fund Rules,
observing the principles of diversification andkrigduction.

The Investment Committee, appointed by the Exeelliward of the Company manages the property of
the Fund, makes decisions and issues orders. Tkstinent Committee performs functions of the Fund
Manager in accordance with provisions of the Progme resolutions of the Executive Board of the

Company, investment policy of the Fund and procesigtated by the effective RL legal acts and Fund
Rules.

-14 -



“Citadele Asset Management” IPAS “Citadele Baltic Sea Equity Fund “

4. RISKS
4.1. Investor Profile

The Fund was set up for professional and experéeimogestors as well as for those investors that are
not familiar with capital market opportunities bwhose purpose is to profit in the capital markets.
Such strategy comprises risk of issuer's defaalttigal risk, economic risk and currency risk tiuain
adversely affect the value of the Fund's sharaevastment certificates. According to the long-term
strategy of the Fund, the Fund is more suitabléHerinvestors who want to make investments for the
term not less than 3 years.

4.2. Investment-Related Risks

The operations of the Investment Fund involve rigieg arise from various factors. Each type of risk
can adversely affect the operational results of Fned and, thus, each of the Fund shares. The
following risks must be distinguished in this resipe

General Market Risk — a risk that the price of securities or other fficial instruments as well as
income from them will change due to the factorsilaited to interest rate changes (in case of debt
securities) or broad changes in the capital maiiketase of equity securities) and these changes ar
not related to a particular issuer of securitidse Tarket risk includes the price, currency, irserate
and liquidity risk.

Specific Risk— possibility to suffer loss where the price adebt security will change because of the
factors related to the securities’ issuer or —anecof financial derivatives — to the person isguie
security that is the underlying asset of the finalnderivative.

Price Risk — a risk to suffer losses in connection with fuations of the price of financial instruments.
Currency Risk — a risk to suffer losses in connection with exdearate fluctuations.
Interest Rate Risk— a risk to suffer losses in connection with flattans of market interest rates.

Liquidity Risk — a risk that a position in the investment portfotif the Fund cannot be sold,
liquidated or closed at limited cost in an adeqyagbort time frame and that the ability of the duio
repurchase or redeem its investment certificatesghat request of any unit-holder is thereby
compromised.

Issuer's Risk — a risk to suffer losses in connection with waisg of financial performance of an
issuer of financial instruments, issuer's defaulheolvency.

Counterparty Risk — a risk of loss for the Investor in case the cerpdrty to a transaction will
default on its obligations before the final setténhof the transaction’s cash flow in connectiothwi
action and/or omission of a counterparty or therimediary (for example, in connection with fraud or
negligence of the Intermediary, improper accountihdginancial instruments or monetary funds held
by an Intermediary), the Intermediary's insolvencyother process, by which its activity is restitt

or suspendedwhile planning the investment policy of the Funde tCompany takes into account
safety of investments and custody safety in eacticpbar country, and safety of investing in spicif
financial instruments and bank term deposits, amalyses credit ratings of each country, bank or
enterprise. Occurrence of this risk may createigdaor full default on liabilities with respect ta
particular financial instrument, cause full or jartloss, sustained unavailability of financial
instruments, making execution of orders difficuftimpossible, impossibility to exercise the rights
related to financial instruments (for example, Rgtirights) in connection with insolvency
(bankruptcy) of the Intermediary that is a custadié financial instruments or is involved in exdout

of orders, or in connection with the other processtricting or suspending its operation, and may
affect the Fund Value and, thus, the value of edwre of the Fund. It should be taken into account
that foreign legal acts and market practice thag materially differ from acts and practice existimg
the RL may be applied to holding of the financiadtruments that are a part of the property of the
Fund and the Intermediary's insolvency process.

Market Concentration Risk. Due to the fact that 100% of the Fund assets maiynasted in the
specific region (in shares of enterprises of thdti@&ea Region), the market concentration risk
inherent to the Fund is higher than the risk offtirel that is more diversified geographically.

Financial Risk — the financial risk of investment funds is prinharelated to situations when, due to
external factors beyond control of the Company, Ithestors simultaneously request redemption of
their investment certificates which results in @éesed efficiency of operations of the Fund.

Systemic Risk— a risk to suffer losses in connection with ingibiity to make settlements or
transfers caused by interruption of operationsettfement centres or settlement systems.
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IPO (Initial Public Offering) Risk - it is related to the possible investments of Foad in initial
public offerings (IPQ's). This is a risk that tHease price on the post-IPO market is very volatile

to such factors as lack of previous market, lackp@vious trading experience, limited number of
shares available for trading and limited informatabout the issuer.

Derivatives Risk — the Investors should be aware that investmentierivatives are subject to high
risk. Liabilities or claims from such transactiomay decrease or cease to exist. The risk of loss in
certain situations may not be estimated and mageazkthe value of collateral. If loans are used to
cover liabilities arising from derivatives or ifaliilities or claims from such transactions are
denominated in foreign currency, the risk of lossyrincrease.

Transactions in derivatives may result in insolveng and encumber objects of the property of the
Fund, without the possibility to estimate the amouhof possible losses in advance.

Main Foreign Investment Risks:

=  political risk — is related to the fact that investment countgesinvolved in military conflicts
and warfare, as well as risk of unfavourable charigepolitical environment of countries. Such
factors usually have a major impact on the econahdc political stability, financial markets of
the respective country or region, and thus may laavienpact on the performance of the Fund;

=  economic risk- a risk of changes in economic situation of itrent regions, such as economic
recession, excessive inflation, banking crisis,; etc

= currency risk— this risk pertains to possible losses, which hbtder of the fund's investment
certificates may incur due to adverse currencyttiatons. The base currency of the Fund is
EUR, but the Fund assets bay also be placed imdiahninstruments denominated in other
currencies, consequently, there is a risk of chandgbe value of foreign currency in relation to
the base currency of the Fund;

= information Risk— inaccessibility or lack of true and complete wsdies market information
reflecting the real situation of an issuer, prioédinancial instruments, exchange rates, market
tendencies;

= legal or Reqgulatory Risk a risk of possible changes in national, foreagd international legal
acts, resolutions and acts of the legislator, jatligpower, executive power (including tax policy)
resulting in additional expenses or losses inftiaipon the Fund;

= accounting risk and risk of double tax collectienuse of different accounting principles for
securities accounting and registration systemsfiardnt countries may cause additional burdens
on investments, such as higher tax rates beinfps@ion-resident investments abroad; thus, the
property of the Fund may be burdened more thamvédstments were made on the local market;

= risk of holding of the financial instruments issu@dthe Foreign States it is connected with
accounting of the financial instruments and monetéunds held and accounted by the
Intermediary in a Foreign State that are ownedhgyRund and the rights related thereto. The
Investor shall be aware of the fact that actioaction and responsibility of such Intermediaries is
regulated by legal acts and market practice otthentry of registration of the Intermediary that
may be less favourable for the Investor and magresgly differ from the RL legal acts and
markets practice related to holding of financiadtioments and the rights related to financial
instruments.

4.3. Risks Related to Business Activities of the iestment Company

Activities of investment management companies, fkg other profit driven business activities, are
subject to risk of decrease in profits or incureen€losses.

Current norms of legal acts of the RL regulatingivétees of the investment management company
have a substantial and positive impact on possigs arising for investment management companies.

The legal acts regulating activities of investmexatnagement companies contain provisions protecting
interests of investors and promote risk reductamwell as entitle the Financial and Capital Marke
Commission, which is a fully legitimate autonomatizte body that regulates the financial and capital
market and its participants in accordance withpghepose of its activity and tasks, to act on bebalf
the RL regulating activities of securities markedrtigipants, including investment management
companies, and controlling public circulation ofndncial instruments, including investment
certificates, in the Republic of Latvia.
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Legal acts of the RL provide an important norm @cting the interests of investors: should the sght
of the investment management company to manages foaddeforced (for example, insolvency or
bankruptcy), investment funds under its managensdral not be liquidated, but, instead, the
management company of such funds shall be replaced.

Risks related to business activities of the investncompany are as follows:

State Regulation— an external risk related to stability of the stédgislation and legal acts. The
revision of legal acts regulating business actsitbf investment companies is a substantial state
regulation risk factor.

Changes in Political Situation— the investment company is a business entity @atinhe RL, and its
activities are closely related to the politicalsition in the country. Changes in the politicaliaiton
may directly affect activities of the investmentgqmuany and dynamics of the Fund net asset value.

Changes in Economic Situation- these are external risks that may affect atran#dss of the sphere
of activity of the investment company — bankingis;i changes in consumer demands, and changes in
inflation.

Competition Risk — competition on the part of Latvian investment pames and foreign fund
management companies is to be taken into accountnagy increase as this market niche develops.
Consequently, the investment management company t@aginate its activities and transfer
responsibility for the management of the Fund tothe@r investment management company or
custodian.

Operation Compliance Risk— a risk that the Company may suffer losses orlldgéies may be
imposed upon it, or sanctions may be applied ag#iner its reputation may change for the worse,
due to the fact that the company does not observiereaches compliance laws, regulations and
standards.

Other Risks — activities of the investment company may alsaftiected by other risks such as force
majeure (for example, natural disasters), ecolbgatw@mnges, crime, etc., which the investment
company cannot fully predict or control.

4.4. Potential Measures for Risk Reduction

In order to decrease investment risks, the Fundaisaged following the principles of diversification
and risk reduction.

When making investments on the Fund's account,Gbwapany obtains sufficient information on
potential or acquired investment objects, andsib ahonitors the financial and economic situation of
issuers of financial instruments in which the pmypef the Fund is or will be invested.

When developing the investment strategy of the Famdl investment restrictions within the scope of
the investment policy of the Fund set out in thimdpectus, the Company conducts analysis of
investments of the Fund and their classificatiomigturity, geographic allocation, sectors, curresci
etc. and evaluates the degree of risk attributadleach of these factors. The Company strictly
observes the norms and restrictions stipulatedarProspectus, Fund Rules and legal acts of the RL.

In order to reduce risk, the Company conducts dllevfing assessments:
= country rating by applying international creditingtagency scales;
= review of the political situation in the country;

= analysis of the economic situation in the country.

In case of losses that may arise due to the ragstgross negligence or intentional non-perforneanc
of obligations, the Company will have to protestright by filing a claim directly against the igsu
and/or its appointed Intermediary. The Company @ungtodian will apply all necessary knowledge
and diligence in selection, appointment and moimtpits local Intermediaries.

The investment strategy of the Fund is developeshitomise risks referred to in Subparagraphs 4.2
and 4.3, but the Company does not guarantee thatl ibe possible to fully avoid these risks in the
future.
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5. RIGHTS AND LIABILITY OF THE INVESTORS
5.1. Rights of the Investors

1)
2)

3)

4)
5)

6)

7

To sell without limitation their investment certiéites at or outside the stock exchange;

To participate, in proportion to the number of igstraent certificates held, in the distribution of
income earned from transactions with the propefrthe Fund;

To participate, in proportion to the number of istreent certificates held, in the distribution of th
liquidation income of the Fund;

To demand that the Company redeems their investosgtificates;

To demand that the Company repurchase investmetifiozges it has issued if the Company is
responsible for errors or omissions in informatstated in the Prospectus, which is important for
proper valuation of the investment certificates.

To demand and receive free of charge annual anda®mal reports of the Fund, to have access
to all publicly available information about IMJSGt#&tlele Asset Management and about persons
related to activities of the Fund. The contentwaftsinformation and the procedure for obtaining it
is stated in the Fund Rules.

The Investor has no right to request division af Bund. This restriction applies as well to the
pledge of the property pledged by Investor, credibo administrator in the event of the Investor's
insolvency.

Rights and obligations of owners of publicly issuadestment certificates are stated in accordance
with the Law, the Law on the Financial Instrumevisrket and other legal acts of the RL.

5.2. Liability of the Investors

The Investor is not responsible for liabilitiestbe Company. The Investor's liability for claimsth
may be lodged against the property of the Funinitdd to the value of the Fund shares owned.

Arrangements contrary to the above provisions dfalhvalid as from the moment of signing. Claims
against the Investor concerning his liabilities nb@ylodged against his investment certificates notit
against the property of the Fund.
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6. FUND MANAGEMENT

6.1. Investment Management Company
Name of the Company: IMJSC Citadele Asset Management
Registered address: 2A Republikas laukums,

Riga, LV-1010, Latvia
Tel. (+371) 67010810, fax (+371) 67778622

The location of the executive body of the Companthe same as its registered address.

The Company was founded on: 11 January 2002

Unified Registration Number: 40003577500

Founding, Registered and Paid-Up Capital of the Copany: LVL 4,150,000
Shareholders of the Company: JSC Citadele banka

Unified Registration Number: 40103303559

Number of Shares: 4,150,000 with
voting rights
Portion of the Capital: 100.00%

Licences and Special Permits:

Licence for Investment Management Services No 0670398/285 — reregistered on 10 December
2004, 30 September 2005, 5 December 2005 and 5s£@6d.0.

Licence for Management of State Funded Pensionrelessets No 06.03.09.098/284 — reregistered on
10 December 2004, 7 December 2005 and 5 August. 2010

6.1.1. Rights, Obligations and Liability of the Cormpany for Management of the Fund
Rights

The Company shall manage on its own behalf antleaekpense of the Investors the property of
the Fund and rights attached thereto, investingptioperty of the Fund in accordance with risk
reduction principle in investment objects allowgdthe Law and the Prospectus.

While managing the Fund, the Company shall adhénsame manner a careful and attentive owner
would do, and only and solely in the best interedtinvestors of the Fund, without endangering
financial market stability.

The Company does not need the consent of Invefstioperforming actions related to management
of the Fund.

The Company is entitled to a fee for the managenwnthe Fund, including charges and
reimbursement for expenses.

The Company has the right to set up and manage tinaneone fund.
Obligations

The Company shall be obliged to lodge claims oflthestors on its behalf against the Custodian
or third parties should the circumstances so requihis, however, shall not restrict the rights of
investors to lodge such claims on their own behalf.

The Company shall be obliged to notify the Commoissin writing about any amendments to
the lists of the Interested Persons of the CompantyCustodian's Interested Persons, as well as of
any amendments and supplements to documents amamatfon submitted to the Commission
within a week from the date of making such amendmen

Responsibility

The Company is not allowed to invest its fundshia fixed capital of another investment company
as well as purchase investment certificates oftived managed by the Company.

The Company is responsible for losses caused testaks or third parties by the executives or
authorised persons of the Company as a resultfofgement of the Law, the Prospectus or the
Fund Rules or due to misuse of powers or negligerformance of their duties.
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6.1.2. Executive Board of the Company

The Executive Boardis the executive body of the Company responsibiernanaging the property
of the Company and using its capital in accordanite the provisions of the law and articles of
association and instructions of general meetingshafeholders.

Rights and Obligations Related to Magement of the Fund
1. The Executive Board is in charge of and managesnaliters of the Company. It is also

responsible for all business activities of the Camp as well as for accounting in conformity

with the requirements of the RL legal acts. Thedttee Board represents the Company. The
Executive Board shall manage the property of thengany and use its capital in accordance
with the RL legal acts and Articles of Associatiand instructions of the general meetings of
shareholders of the Company.

The Executive Board shall ensure creation and diperaf a comprehensive and efficient
internal control system that is in compliance wilie character, volume and complexity of the
Company and funds managed by the Company.

The Executive Board shall perform the followingians, independently or with involvement of
competent persons:

= accounting of the Fund, keeping such accountingrs¢ply from accounting of other funds
managed by the Company;

= prepare annual and semi-annual reports on Funds;
= approve annual and semi-annual reports of the Fund;
= appoint and approve the Auditor who audits the ahreport of each fund,;

= other actions prescribed by the Law and the RLIlags in relation to accounting of assets
of the Fund.

Composition of the Executive Board:
Uldis Upenieks Chairman of the Executive Board

Zigurds Vaikulis Member of the Executive Board

6.1.3. Council of the Company

The Council is an institution elected by shareholders and sting of 3 persons as at the moment
of approval of the Prospectus.

Rights and Obligations of the Council Related to Maagement of the Fund:

at any time the Council is entitled to request fritne Executive Board a report on the condition
of the Company, including the condition of the Fund

the Council is entitled to examine registers ancdudeents, as well as financial instruments and
other property of the Company, including the propef the Fund;

the Council may entrust any of its members to cauy such examination, or entrust an
external expert with elucidation of individual igsu

Composition of the Council:

Juris Jakobsons Chairman of the Council, adviser to the Executiveaf8l of JSC Citadele

banka, Head of Department for Strategic DeveloproéBubsidiaries

Vladimirs Ivanovs  Deputy Chairman of the Council, Head of Private i@GapVMlanagement

Sector of JSC Citadele banka

Philip Nigel Allard  Member of the Council, member of the Executive Bloaf JSC Citadele

banka

6.1.4. Fund Manager

The Executive Board of the Company shall appoirt thvestment Committee of the Fund

consisting of at least three members. The Invedtr@emmittee performs functions of the Fund

Manager, manages and is empowered to give ordacenting the property managed by the Fund
in accordance with the Prospectus, Fund Rulesesalutions of the Executive Board of the
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Company. The Fund Rules shall regulate the proesdiar passing resolutions and orders by the
Investment Committee.

Members of the Investment Committee shall only lmweed to work in one Investment Company.

Employees of Fund Management Division of the Compandris Kot ans, Kristi ana Kiete and
Elchin Jafarov have been appointed to the Investment Committee.

6.1.5. Names of Other Funds, Private Pension Funddhs and State Funded Pension Scheme Asset
Investment Plans Managed by the Company

The Company manages the following state fundediperssheme asset investment plans:
= Citadele Universal Pension Plan,
= Citadele Active Pension Plan.

The Company manages assets of the following inverstfiunds:

= open-end investment fund Citadele Russian Equitydfu

= open-end investment fund Citadele Ukrainian Eqhiind,

= open-end investment fund Citadele Strategic AlloceFunds,

= open-end investment fund Citadele Baltic Real Ediand - I,

= open-end investment fund Citadele Eastern Europeast Income Funds,
= closed investment fund Baltic Pearl Real EstatedFun

The Company manages the following private pensitieime asset investment plans:
= Pension Plan Citadele — Active of JSC Citadele Gpemsion Fund,

= Pension Plan Citadele — Active USD of JSC Citad@gen Pension Fund,

= Pension Plan Citadele — Active EUR of JSC Cita@gen Pension Fund,

= Pension Plan Citadele — Balanced of JSC Citadetsn®gnsion Fund,

» First Real Estate Portfolio of the Pension Plag®€ First Closed Pension Fund.

6.1.6. Fee to the Company, Procedure for Calculativand Payment of Such Fee

The fee to the Company for management of the Fhatl se calculated on daily basis and accrued
throughout the month. The fee is paid from the prgpof the Fund once a month. The Company
calculates, but the Custodian verifies, acceptstamdfers the fee to the Company.

When calculating the fee payable to the Companyrfanagement of the Fund on the current day
of calculation of the Fund net asset value, the Eamy assumes that the year of the Fund consists

of 365 days:
SA-FNAV* 22N
' 36E
SA — fee payable to the Company for management oftimel on the current Fund net asset

value calculation day;
FNAV; — the Fund net asset value on the previous daglo@ilation of the Fund Value;
N — number of calendar days from the last day tmfutation of the Fund net asset value;
L, — the rate at which a fee payable to the Compsuoglculated.

The Fund asset values calculated in accordance with Paragraph 7.he@Prospectus.

The amount of themonthly fee payable to the Company for management of the Hsnd
calculated by summing the daily fees payable tadGbmpany for management of the Fund:

SA-YSA

SA — fee for the current month payable to the Comganynanagement of the Fund;

SA — fee payable to the Company for management oftimel on each Fund net asset value
calculation day;

K — number of days the Fund net asset value waslleadd.
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6.2. Custodian

Name of the Custodian: Joint Stock Company Citadele banka

Founded on: 30 June 2010

Unified Registration Number: 40103303559

Licences: Licence for Credit Institution Activities No (BL.05.405/280

Registered Address of the Custodian:  2A Republikas laukums, Riga, LV-1010, Latvia
The location of the executive body of the Custodsatine same as its registered address.

6.2.1. Rights and Obligations of the Custodian
Rights

The Custodian shall act independently from the Camyand only in the best interests of Investors
accordance with regulations of the Commission, [fFots and Fund Rules.

The Custodian shall be entitled to a fee for seviagreed upon in the Custody Agreement.

The Custodian shall have the right to assign tadtpersons the custody of the property of the
Fund, servicing of accounts of the Fund, and perésrce of broker's duties (execution of
intermediary transactions on securities market).

The Custodian, ensuring holding of financial instants and monetary funds included in the
structure of the property of the Fund by the Intediary in the Foreign State, has the right to enter
into agreements with such Intermediaries, provithed the Custodian has informed the respective
Intermediary that the financial instruments ownedtliee Custodian's clients (incl. the Fund) are
held in the corresponding account.

Transfer of Rights to Manage the Fund to the Custoidn

If the rights of the Company to manage the Fundrexphe rights to manage the Fund shall be
transferred to the Custodian, except where sudhisigre assigned to another company.

The Custodian to which the rights to manage thelfhave been transferred enjoys all rights of the
Company, except for the rights of issue and/ormgat®n of investment certificates of the Fund.

Within the term prescribed by legal acts of the fRim the date of transfer of the rights to manage
the Fund, the Custodian shall transfer the rigbtsmanage the Fund to another investment
company. If the Custodian does not transfer thktsigo manage the Fund to another investment
company within the prescribed term, the Custodrail siquidate the Fund.

Obligations

The Custodian shall keep the property of the Funaiccordance with legal acts of the RL and the
Custody Agreement.

The Custodian shall ensure that investment ceatés are issued, sold, and redeemed on behalf of
the Company and in accordance with the Law, apipléckegal acts of the RL, the Prospectus and
Fund Rules.

The Custodian shall ensure that the Fund net aatgt is calculated in accordance with legal acts
of the RL, regulations of the Commission, the Peasps and Fund Rules.

The Custodian shall act upon the orders of the Gomr persons authorised by the Company,
unless they are contrary to legal acts of the Rigulations of the Commission, the Prospectus,
Fund Rules or Custody Agreement.

The Custodian shall ensure that the Fund incomesésl in accordance with the Law, applicable
legal acts of the RL, the Prospectus and Fund Rules

The Custodian shall ensure proper payments retatgdnsactions with the property of the Fund.

The Custodian shall be obliged to lodge claimsmfebtors on its behalf against the Company
should the circumstances so require. This shallrestrict the rights of Investors to lodge such
claims on their own behalf.

The Custodian shall immediately notify the Comnaasand the Council of the Company about
actions of the Company known to the Custodian, Wwhiontradict legal acts of the RL, the
Prospectus, Fund Rules or Custody Agreement.
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Responsibility
Where the Custodian has deliberately or negligembken the law or the Custody Agreement, the
Custodian shall be fully responsible to Investdrthe Fund, the Company and third parties for the
losses caused.

Where the Custodian has granted its consent farsadction that fails to conform to the Law and
applicable provisions of legal acts of the RL, asliailed to lodge a claim in respect of default on
such provisions, the Custodian and the Company bkalintly responsible for losses caused to
the Fund.

The Custodian shall not be responsible for loseearied by the Fund and/or Company due to
insolvency of the Intermediary, including, for exalm in connection with application of legal acts
of the respective state related to insolvency, iaafbn of legal acts on limitation of turnover of

financial instruments, payment operations, openatim financial instruments, money transfers,
currency conversion, introduction of a special megior limitations.

Transfer of the Custodian's obligations to thirdtipa shall not release the Custodian from liapilit
stated by legal acts of the RL and the Custody ément.

6.2.2. Fee to the Custodian, Procedure for Calculiain and Payment of Such Fee

Calculation of the fee payable to the Custodiamdtuded in the Fund asset value calculation on
every business day. In calculation of ttaly fee payable to the Custodian, the Company assumes
that the reporting year of the Company consist36&f days:

TA=FNAV," 22" N
' 36t
TA; — fee payable to the Custodian on the day of Gatiom;
FNAV; — the Fund net asset value on the previous daglotilation of the Fund Value;
N — number of calendar days from the last day tfutation of the Fund net asset value;
L, — the rate at which a fee payable to the Custadiaalculated.
Fee to the Custodian for the custody and supervisfothe property of the Fund is paid once a

month.

The monthly fee to the Custodian is calculated as a sum of feesetdCustodian for each day of
the Fund value calculation:

TA-XTA

TA — fee payable to the Custodian for the currenttimon
TA; — fee payable to the Custodian for each day oFthed net asset value calculation;
k — number of days of the Fund asset value calounlat

The Fund asset valués calculated in accordance with Paragraph 7.heProspectus.
6.3. Sworn Auditor

Name of the Sworn Auditor: SIA "KPMG Baltics"
Registration number: 40003235171
Registered address: Vesetas igJRiga, LV-1013, Latvija

The location of the executive institution of SlAid&waterhouseCoopers is the same as registered
address.

Licences: Latvian Sworn Auditors’ Association Licence No faf auditing services.

SIA "KPMG Balltics" is one of the largeaidit, management and tax consulting companiésatvia.

Fee payable to theworn Auditor shall be included in calculation of the Fund assdtie gradually — in
similar proportions every day. When calculating ®worn Auditor's fee on the current day, the
Company assumes that the reporting year of the iUB65 days. The fee for an audit of the Fundishal
be accrued and paid to tBevorn Auditor once a year.
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7. METHODS AND PROCEDURES FOR DETERMINING THE FUND NET ASSET VALUE
7.1. Principles for Valuation of the Fund Assets

The Fund shall keep its accounting in accordantie the Law, Regulations on Preparation of Financial
Statements of Investment Funds issued by the Cosionias well as other legal acts of the RL. The
International Accounting Standards issued by tharBdor International Accounting Standards shall be
applied in valuation of items of financial statergen

The Company shall keep accounting of the Fund énbilise currency of the Fund. In order to comply
with the requirements of legal acts of the Repubfidatvia, the Company shall ensure accounting in
LVL. Transactions in the base currency of the Fane recalculated in LVL in accordance with the
exchange rate set by the Bank of Latvia at the nmbimieexecution of a transaction.

The assets of the Fund shall be valued in accoedaitb the following accounting concepts:

1) itis assumed that the Fund will continue tcseii the future;

2) the same valuation methods as in the previocsuating year shall be applied;

3) valuation shall be prudent:

o financial statements of the Fund shall compriseemeres derived only until the date of
preparation of financial statements;

o all possible costs shall be taken into account riigss of the time of their occurrence
(i.e. those that are related to the accounting gedrto the previous operational periods);

4) revenues and expenses related to the accoyreingd shall be taken into account regardless ®f th
date of payment and the date of receipt or iss@nahvoice;

5) all items with material impact on the valuation decision-making of persons using the financial
statements shall be disclosed;

6) items of assets and liabilities and their congmis shall be valued separately;
7) all transactions shall be booked and disclosed ifinancial statement taking into account their
economic content and nature rather than their lfegal.

In exceptional cases deviations from the abovewattatg principles are allowed. Any such case shall
explained in annexes to a financial statementjngtaits impact on assets and liabilities, financial
position and financial results of the Fund.

The Fund Value (also referred to as the Fund net asset valuégisdlue of assets of the Fund less the
value of liabilities of the Fund.

The Fund share valueis the net asset value of the Fund divided by thenber of investment
certificates in circulation.

The number of investment certificates in circulationis the number of investment certificates issued
less the number of investment certificates redeeuped the investor's request.

The Fund net asset value, including the valuesolé#sets and liabilities, and the Fund share \siia#
be determined on a regular basis — on every busiegafter 17.30.

Pursuant to the Prospectus and requirements dfdetmof the RL, assets of Citadele Baltic Seaitigqu
Fund may comprise only financial assets (see tfinitlen of 'Financial Instruments').
The Fund Manager shall divide all financial asgstuded in the Fund into the following categories:

e financial assets held for trading purposes;

e financial assets held to maturity.

Financial assetbeld for trading purposes are financial assets purchased or irmtunanly for the
purpose of deriving profit from short-term pricadtuations.

Financial assetheld to maturity are financial assets with fixed or determinablgnpants and fixed
maturity, which may and are meant to be held taunitgt

The Fund Manager shall be entitled to include falianassets with fixed or determinable payments and
fixed maturity in the category of financial asshtdd to maturity if he intends to hold such finaci
assets to maturity and is able to do so.

The Fund Manager shall classify financial asseth e fixed maturity at the moment of purchase and
shall revise the asset classification on a redudais (at the end of each month).
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The valuation of assets of the Fund is done priygdnt valuation of financial assets the Fund Magrag
shall use the following principles:

e Financial assets held for trading purposes andablaifor sale shall be valued at their fair
value. The fair value is the amount of money foriolthan asset may be exchanged or
obligations may be fulfiled in a transaction betmewell informed, concerned and
financially independent persons.

e Financial assets held to maturity with the fixedtumigy shall be valued at the depreciated
acquisition value applying the accrued interest rethod (see Paragraph 7.1.2).

Financial assets initially recognised in financttements shall be valued at their acquisitiomesal
which is the fair value of remuneration paid foe thsset. The transaction costs directly relatetheo
purchased asset are included in the acquisitiareval

7.1.1. Valuation of Debt Securities Held for Tradig Purposes

The fair value of debt securities held for tradpuyposes that are quoted on stock exchanges or
other regulated markets shall be based on lastgielol market prices known to the Custodian.

Where the security income is paid out in form ofipon payment and the stock exchange price
does not include accrued interest or coupon parttas added in amount that corresponds to the
time period from the starting date of coupon caltiah to the date of calculation of the Fund
Value.

7.1.2. Valuation of Debt Securities Held to Maturiy and Debt Securities not Traded Publicly

Debt securities held to maturity and debt securitiet traded publicly on stock exchanges or other
regulated markets are valued at their depreciatgdisition value, which is calculated using the

accrued interest rate method, i.e. the securitjkh@due is the sum of its acquisition value and

depreciated discount or mark-up (Agio, Disagioueallncome is recognised and accounting value
reduced using the rate that precisely discountdltive of anticipated future payments (until the

financial asset maturity or until the date of ietrrate revision) to the financial asset current
accounting value.

If the yield on securities is paid out as a coupbe, accrued interest or coupon portion shall be
added to the amount conforming to the period ofetifrom the starting date of such coupon
calculation until the date of calculation of thenBWalue.

7.1.3. Valuation of Equity Securities

The value of equity securities quoted on stock argles or other regulated market is based on the
last published market prices known to the Custadian

Equity securities not traded on stock exchangestter regulated markets shall be valued at their
acquisition value. In accordance with the prudemdaciple, such assets are valued at the lower
price, if known to the Custodian from transactigesformed by its customers or in the market.
Information on transactions performed in the marketvailable in official and public data sources
(e.g., newspapers, news agencies).

7.1.4. Valuation of Certificates of Other InvestmenhFunds

The value of certificates of open-end investmemid&ior other similar securities is based on the
last available redemption price of investment &edies (shares) on the day of calculation of the
Fund Value.

7.1.5. Valuation of Term Deposits

All term deposits shall be classified as finaneissets held to maturity and valued by adding the
accrued interest (which is calculated over thegaefrom the last date of interest payment to the
date of calculation of the Fund Value) to the pipatamount of such term deposit.

7.1.6. Valuation of Derivatives

Derivatives quoted on stock exchanges or otherlaggi markets are valued at a price for which
the instrument can be sold (the last purchase pticearket close on the day of calculation of the
Fund Value).

Over-the-counter derivatives that are not quotedtonk exchanges or other regulated markets are
valued at their repurchase price or at offsettragdaction price confirmed in writing by the partne
on the day of calculation of the Fund Value, omgprice that is calculated on the basis of the
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market price of the underlying asset. An offsettirgnsaction is a transaction that liquidates a
derivative.

Securities futures shall be valued at the exercise price on the réisgestock exchange or
regulated market where the transactions have beaenluded as of the moment of the stock
exchange closing on the date of calculation ofRned Value.

Currency forwards shall be valued at the fair value applying the pmsiclosing cost method.
The fair value of a currency forward is the diffece between the value of currency purchased and
the value of currency sold, revalued at the ofiisgttorward rate as of the date of calculationref t
Fund Value. Where the rate confirmed by counteypetnot available, a transaction shall be
valued at a price that is derived from the mark@étepof the underlying asset, i.e. applying the
current exchange rate and market interest rates.

Currency swap transaction (SWAP)is an instrument that consists of two parts — at spo
transaction and currency forward transaction. Tioeee each part of a transaction is valued
separately applying methods used for valuatiomefrespective instrument.

7.1.7. Revaluation of Assets in Currencies Other #n the Base Currency of the Fund

Assets in currencies other than the Base Currehttyed-und shall be valued in the Base Currency
of the Fund at the exchange rate of respectiveenaies stated by the News and Information
Agency Bloomberg, Reuters or other equivalent svafdnformation as of the date of calculation

of the Fund Value.

7.2. Calculation of the Value of Liabilities of the Fund

The value of liabilities shall be calculated by adding up all payments athrg the account of the
Fund, including fees payable from the propertyha Fund to the Company, Custodian, Auditor and
third parties, liabilities ensuing from loans antey liabilities of the Fund.

Liabilities in currencies other than the base auryeof the Fund shall be revalued in the Base @ayre

of the Fund at the exchange rate of respectiveenaies stated by the News and Information Agency
Bloomberg, Reuters or other equivalent source fofrination as of the date of calculation of the Fund
Value.

7.3. Revenue and Expense Accounting
Revenues and expenses related to an accountiragiprall be disclosed in the Statement of Investmen
Income of the Fund regardless of the date of réaipayment thereof. The accrued income shall only
be included in the Statement of Investment Incothe Fund if there isi0 doubt that it has been
received

7.4. Responsibility

The Company is fully responsible for conformity a#lculation of the Fund Value and the Fund share
value to the Law, Prospectus and Fund Rules.

The Custodian shall control conformity of calcuatiof the Fund Value and the Fund share valuedo th

Law, regulations of the Financial and Capital Markemmission, Prospectus and Fund Rules. Assets
shall be valued on the basis of information on ddonl of the property of the Fund (cash accounts,

financial instruments portfolio and other propersgpplied by the Custodian, and in accordance with
procedures stated in Chapter 7 of the Prospectus.

7.5. Frequency of Determining the Fund Value and Bilosing Information on the Fund Value

The Fund Value is determined on each business ftetythe Company receives from the Custodian the
statement on the portfolio of the Fund, which ibraitted on each business day after 17.30.

At 10.00 the Company discloses information on thed-Value determined for the previous business
day, and the information can be obtained by caltimg phone numbers stated in the Prospectus, or
directly at the office of the Company or officesté Distributors.
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8. SALE OF INVESTMENT CERTIFICATES

Investment certificates are issued in public camtioh after registration of the investment fundaGdéle
Baltic Sea Equity Fund, which is founded by IMJS{fa@ele Asset Management, with the Financial and
Capital Market Commission and after the bookingirofestment certificates with the Latvian Central
Depository and receipt of identification attribuf¢SIN code) from the Latvian Central Depository.

The number of and time period for the issued inmesit certificates of the Citadele Baltic Sea Eqé&ityd
are not limited.

Investment certificates representing whole shafekeoFund can be divided with up to four decimdlse
following rules shall be applied for rounding therid shares:

] if the fifth decimal is 4 or less — the fourth d®ai remains the same;
" if the fifth decimal is 5 or more — the fourth deil is rounded up by one unit.

8.1. Procedures for and Places of Submitting Applations for Purchase of Investment Certificates of

the Open-end Investment Fund
Each investor can apply for an unlimited numbeineestment certificates. The minimum purchase
amount is the value of 1 (one) investment certifica

Applications for purchase of investment certificaté the Fund may be submitted at the office of the
Company at 2A Republikas laukums, Riga, LV-1010, (te371) 67010810, fax (+371) 67778622 or
by contacting the Distributors.

The Distributor of investment certificates of thenl in Latvia is:
= JSC Citadele banka, address: 2A Republikas lagk&iga, LV-1010,
Tel. (+371) 67010000, fax (+371) 67010001,
as well as
= branches and customer service centres of JSC Githdmka. Addresses of branches and
customer service centres are available at theeofffcthe Company, by calling JSC Citadele
banka, or on the website of the bankvw.citadele.lv

Applications for purchase of investment certificaté the open-end investment fund may be submitted
to the Company or the Distributors on each busidagsduring their business hours.

If the Company has received and accepted the apiplicuntil 17.30 Latvian time, it is executed la t
price of investment certificates of the Fund, whishdetermined after 17.30, for the day when the
Application was received.

If the Company has received and accepted the Aqtjit after 17.30 Latvian time, such Application
can be regarded at discretion of the Company &svext on the next business day.

The Distributors shall be entitled to engage tiadgties for organising the distribution of investrhe
certificates of the Fund, including Intermediaridealers and other persons authorised to provide th
type of servicesThe Distributor shall organise and ensure thatstde and redemption of investment
certificates of the Fund is carried out in accomtawith provisions of the legal acts of the RL amd/
country in which investment certificates of the Buare sold, the Prospectus and the Fund Rules.
Delegation of the Distributor's duties to third s shall not release the Distributor from
responsibility defined in legal acts of the RL.

In order to apply for investment certificates of thund, an Investor shall open a financial instmime
account with an account holder who is a memberefltatvian Central Depository (if investment
certificates of the Fund are purchased in Latwa)with an account holder who can ensure, through
inter-bank or central depository correspondenttigrahips, that financial instruments are kept with
the LCD. An investor shall fill in and submit anpdipation for Purchase of Investment Certificatés o
the Open-End Investment Fund to the Company oribigbr. By signing the application the Investor
certifies that he has studied the Prospectus and Rules and agrees with their provisions.

The application for purchase of investment cewifis shall contain information stated in Paragraph
8.2 of the Fund Rules.

In the application for purchase of investment fiegtes of the open-end investment fund an investor
shall indicate at his discretion his prefermdchase moddixed number of investment certificates or
designated amount of money for the purchase ofinvent certificates.

Applications for purchase of investment certifisaté the open-end investment fund are accepted and
registered in accordance with the Fund Rules.
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The Company shall be obliged to execute only atelyrdilled in and prepared applications for
purchase of investment certificates of the openiemnestment fund. The Investor shall be responsible
for the accuracy and completeness of the statedmation.

8.2. Methods for and Frequency of Calculating the &es Price of Investment Certificates

8.3.

The sales price of investment certificates of thad-is variable and is determined on each business
day simultaneously with the Fund share value.

The sale price of the investment certificateonsists of the Fund share value and sales conumissi

The Fund share value is determined on each busitassand information about it is available at the
office of the Company, or by calling telephone nensbof the Company during its business hours.
Such information is also available from the Disttirs, at the stated Distributor's address, or by
calling the Distributor's telephone numbers state®aragraph 8.1.

Calculations of the sales price of investment fieaties are based on the Fund share value, whish wa
determined on the day when the application for Ipase of investment certificates of the open-end
investment fund was received, but which is publisbe the next business day.

Procedure for Settlements
Investment certificates are issued only againsipfyment of the price of certificates in cash.

Investment certificates of the Fund are sold fer phice determined for that day when the Company
received and accepted the application for purchafsénvestment certificates of the open-end
investment fund.

In accordance with Paragraph 8.1 of the Prospethgs,Company or the Distributor calculates,
depending on theurchase modehosen by the Investor, the number of investmentificates
corresponding to the designated amount of monetheramount of money corresponding to the
designated number of investment certificates.

Within five business days after submission of tppligation for purchase of investment certificatés
the open-end investment fund to the Company orribigor, the Investor shall pay the price for
investment certificates to the account of the Fuiith the Custodian. If within the prescribed time
period the relevant amount of money for purchasmwdstment certificates has not been credited to
the settlement account of the Fund, the applicai@onsidered to be void.

If the Custodian holds settlement and financialrimeents accounts for the Investor, submissiomef t
application for purchase of investment certificaaéshe open-end investment fund to the Company or
Distributor shall be equivalent to the order toghase financial instruments. The Custodian, on the
basis of the Application for purchase of investmesttificates of the open-end investment fund, Ishal
effect cash and securities settlements. The Cusioshall debit the amount of money necessary for
purchase of investment certificates from the Inmestaccount and shall credit it to the settlement
account of the Fund with the Custodian. After rpteif the money on the settlement account of the
Fund with the Custodian, the Company shall isswe ingestment certificates and immediately credit
them to the Investor's financial instruments actavith the Custodian.

If the Investor's settlement and financial instratseaccounts are held with another account hotter,
Investor shall personally credit the amount of mponecessary for purchase of investment certificates
of the Fund to the settlement account of the Fuittl the Custodian. The Investor can choose to
receive a transaction confirmation containing exanbunt of money that Investor shall credit to the
settlement account of the Fund with the Custoditlree at the office of the Company or by fax, or
from the Distributor in accordance with its proceshu

The Company shall issue new investment certificatég after the Investor has credited the amount of
money necessary for purchasing investment certi#ficto the account of the Fund with the Custodian.
Investment certificates are credited to the Inwestinancial instruments account not later thathimi
three business days after their receipt on theessht account of the Fund.

Settlement for investment certificates is effedtethe base currency of the Fund (EUR).

Other procedure for settlement with investmentifiestes may be agreed:

= upon mutual agreement between the Investor an@angpany or Distributor;

= upon request of the Company, where the money tinbested in the Fund by the Investor
exceeds 5% of the Fund net asset value.

All expenses incurred by the Investor with regarghirchase of investment certificates (bank charges
for operations with settlement and financial instamt accounts, etc.) shall be borne by the Inveltor
the Investor fails to credit to the account of thend with the Custodian the amount of money
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necessary for full payment of the price of investineertificates, the Investor shall cover all ccatsl

losses to the Fund incurred as a result of failarexecute the application for purchase of investme
certificates of the open-end investment fund.

8.4. Secondary Circulation of Investment Certificags

The investment certificates of the Fund may be lmased or sold in the over-the-counter market in
according to legal acts of the RL. The Company duztsdetermine prices for transactions with the
investment certificates of the Fund on the secondaarket, and the Company shall not be held
responsible for fluctuations on the secondary mntarkéhe price of the investment certificates of th
Fund it has issued.
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9. REDEMPTION AND REPURCHASE OF INVESTMENT CERTIFIC ATES

9.1. Procedure for Submitting Applications for Redenption of Investment Certificates
The Company shall redeem investment certificatesm upquest from the Investor.

The Company redeems investment certificates inotider in which applications for redemption are
submitted and registered.

In order to request redemption of investment dediés of Citadele Baltic Sea Equity Fund the
Investor shall submit to the Company or the Disiiil the application for redemption of investment
certificates of the open-end investment fund.

The Investor may submit applications for redempt@fninvestment certificates of the open-end
investment fund to the Company or the Distributatsthe addresses referred to in Paragraph 8.1
during their business hours.

If the Company has received and accepted the Agtpic until 17.30 Latvian time, it is executed at
the price of the investment certificates of the drumhich is determined after 17.30, for the day mhe
the Application was received.

If the Company has received and accepted the Aqtjit after 17.30 Latvian time, such Application
can be regarded at discretion of the Company &svext on the next business day.

The application for redemption of investment cardifes shall contain information stated in Paralgrap
8.6 of the Fund Rules.

In the application for redemption of investmenttifieates of the open-end investment fund the
Investor shall indicate at his discretion the pmefé redemption modefixed number of investment
certificates to be redeemed or designated amounmafiey for the redemption of investment
certificates.

Only correctly filled in Applications are valid. €hnvestor shall be responsible for the accuracy an
completeness of the stated information.

9.2. Methods for and Frequency of Calculating Redeption Price for Investment Certificates

The redemption price for investment certificate is equal to the investment Fund share value
determined for the day when the Company has redeiad accepted the application for redemption of
investment certificates of the open-end investnfiemd.

The Fund Value and Fund share value are deternoneglach business day, and information about
them is available at the office of the Companybwrcalling the telephone numbers of the Company
during its business hour&uch information is also available from the Disttirs, at the stated
Distributor's address, or by calling the Distrilmgdelephone numbers stated in Paragraph 8.1.

The redemption price for investment certificatepafd in the base currency of the Fund (EUR).
No commission is applied to the redemption of itwesnt certificates.

9.3. Procedure for Settlements

The investment certificates of the Fund are redeeatethe price determined for the day when the
Company has received and accepted the Applicationeflemption of the open-end investment fund
investment certificates.

In accordance with Paragraph 9.1 of the Prospecthgs,Company or the Distributor calculates,
depending on theedemption modehosen by the Investor, the amount of money cpaomding to the
designated number of investment certificates ontimaber of investment certificates corresponding to
the designated amount of money.

Within five business days after submission of thpligation for redemption of investment certificaite
of the open-end investment fund to the Companyoathé Distributor, the Investor shall credit the
redeemable investment certificates to the issueuwmtcof the Fund with the LCD. If within the
prescribed time period the number of redeemablesiment certificates has not been credited to the
issue account of the Fund, the Application is cdasd to be void.

If the Custodian holds settlement and financialrimaents accounts for the Investor, submissiomef t
Application for redemption of investment certifieatof the open-end investment fund to the Company
or to the Distributor shall be equivalent to thdarto sell financial instruments. Upon the Appiica

for redemption of investment certificates of theengend investment fund, the Custodian performs
securities and cash settlement. The Custodian ddéfwitn the Investor's account the redeemable
investment certificates and credits them to thedssccount of the Fund with the LCD. After recaipt
investment certificates on the issue account of-thad with the LCD, the Company shall immediately
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redeem them and within six business day the Comphaly credit to the Investor's current account the
relevant amount of money in the base currency ef Fand that corresponds to the number of
redeemed investment certificates.

If the Investor's settlement and financial instratseaccounts are held with another account hotter,
Investor shall personally credit the number of edable investment certificates stated in the
application to the issue account of the Fund with tCD. If the Investor has stated in the applarati
the amount of money to be received for redeemablestment certificates, then the Investor can
receive transaction confirmation containing thecéxaumber of redeemable investment certificates
that the Investor shall credit to the issue accairthe Fund with the LCD at his discretion at the
office of the Company or by facsimile, or from tBéstributor in accordance with the Distributor's
prescribed procedure. After receipt of investmetificates on the issue account of the Fund with t
LCD, the Company shall immediately redeem them wiillin six business days shall credit to the
Investor's current account the relevant amount ohey in the base currency of the Fund that
corresponds to the number of redeemed investmeificdes.

All expenses incurred by the Investor with regasdrédemption of investment certificates (bank
charges for operations with securities/cash se#tfgraccounts, etc.) shall be borne by the Investor.

Where the Investor or Investors within 3 businesysdsubmit applications for redemption of
investment certificates of the open-end investnfiemtl that on aggregate exceed 10% of the Fund net
asset value and their execution may substantifiiéctathe interests of other Investors, the setdeimn
period for redemption may be prolonged to ten tessrdays.

The Company shall be bound to fulfil only those uests that precisely contain all necessary
information. The Investor shall be responsible fbe accuracy and completeness of the stated
information.

If the Investor fails to credit to the issue acdoofthe Fund with the LCD the redeemable investmen
certificates in accordance with procedure and withie time period referred to in this paragraph, th
Investor shall cover all costs and losses to thedRocurred as a result of the failure to exechte t
application for redemption of investment certifeesabf the open-end investment fund.

After redemption of investment certificates thedstor looses all rights associated with the ownprsh
of investment certificates, excluding the rightédemption price of investment certificates.

An investment certificate of the Fund is a trarsiide security, and investors can dispose of them
without limitations. The Company has no right tdaesimine the price of investment certificates in the
secondary market, and the Company is not respendinl fluctuations in the price of issued
investment certificates in the secondary market.

9.4. Procedures and Rules for Repurchase of Invesant Certificates
If data of material importance for the valuationimfestment certificates stated in the Prospeatas a
documents enclosed thereto is incorrect or incoteplee to fault of the Company, the Investor shall
be entitled to demand that the Company repurchasésvestment certificates and reimburses him for
all losses incurred thereof.

Such claim shall be lodged within 6 months fromdiage when the Investor has learned that such data
is incorrect or incomplete and within three yeamsnf the date of purchase of such investment
certificates at the latest.

Repurchase of investment certificates shall natdresidered as redemption of investment certificates

9.5. Conditions for Suspension of Redemption and Rarchase of Investment Certificates

In case of extraordinary situation in financial kets (temporary shutdown of stock exchanges, banks,
brokerages or any other reason preventing tramsecin financial instruments) or due to other esent
of uncontrollable nature, the Company may templyratispend trading in the investment certificates
of the Fund. The Company shall immediately inforwverg investor directly or shall publish
announcement on the Distributor's website www. eitadiv.

The redemption and repurchase of investment aatés may be suspended in cases when the
Commission exercises its right to limit the riglafsthe Company to manage bank accounts of the
Fund, and in the event of liquidation of the Fund.

Redemption and repurchase of investment certific&eprohibited after start of liquidation of the
Fund.

Upon liquidation of the Fund, claims of creditonsdainvestors of the Fund shall be satisfied in
accordance with procedures prescribed by legal acts
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10. DISTRIBUTION OF THE FUND INCOME
Income received from the property of the Fund iswested in the Fund.

The Investor participates in the distribution ofame derived from transactions with the propertythef
Fund in proportion to the number of investmentifieates owned.

The income of the Investor is reflected in the éase or decrease of value of the investment oatéf of
the Fund. The Fund share value is determined oh kbasiness day in accordance with legal acts of the
RL and provisions of the Prospectus and Fund Rules.

The Investor can realise the income from sharékeof-und only by requesting the Company to redéwm t
investment certificate held or by selling the invesnt certificate.

-32 -



“Citadele Asset Management” IPAS “Citadele Baltic Sea Equity Fund “

11. LIQUIDATION OF THE FUND

The liquidation of the Fund shall be conducteddooadance with the Law. The Fund shall be liquiddig
the liquidator. The liquidator may be the Compatself, the Custodian, or a person appointed by the
Commission.

The Company may initiate the liquidation of the duhinvestors have been informed thereof at |€aste
months in advance.

The liquidation of the Fund is also carried out if:

= on the next day after expiry of the Custody Agreeinezenew Custody Agreement has not taken effect;

= within a year after the foundation of the Fund meeistment certificates have been issued in ciriculat

= all Investors of the open-end Fund have exercisedight to request the redemption, and the Company
resolves to liquidate the Fund;

= the Commission has made a decision of commencenfiéigtiidation of the Fund.

The Liquidator shall immediately inform the Comniiss about the initiation of liquidation and shall

publish an announcement to that effect in the iaffiperiodical ‘'Latvijas ¥stnesis' and/or shall make an

announcement in accordance with requirements oéllegts of the country where the investment
certificates of the Fund are sold.

If the Company or Custodian does not initiate thaitlation of the Fund within a month from the dalyen
the liquidation should have been initiated, the Gossion shall appoint the liquidator of the Fundcl$
liquidator shall have all the same rights as then@any if it was performing the liquidation.

The liquidator shall have the right to take onlpgh actions that are related to the liquidatiorririguthe
liquidation it is prohibited to issue investmenttificates and to distribute to the Investors theome of the
Fund, if any, referred to in the Prospectus.

The liquidator shall act in the interests of creditand Investors. The liquidator is fully liabte Ihvestors
and third parties for losses caused during theidation, if the liquidator deliberately or inadvently
breaks the law or the Fund Rules, or negligenttjopms his duties.

Upon initiation of the liquidation, the liquidatshall organise and perform the sale of the propefrtye
Fund, except for the cash in the Fund.

The Custodian or liquidator shall distribute thegeeds derived from the sale of property of thedFinn
liquidation as well as the cash in the Fund (ligtiioh proceeds) in the following order:

1) claims of the secured creditors;

2) claims of creditors who lodged their claims withiire term prescribed in the liquidation announcement

3) claims of creditors who lodged their claims aftee term prescribed in the liquidation announcement
but prior to distribution of the liquidation proc=e

If liguidation proceeds are insufficient to satisfie above claims, unsatisfied claims shall besBati from
the property of the investment Company, exceptHerclaims incurred after the expiry of the managem
rights of the Company.

If liguidation proceeds are insufficient to satigfye above claims incurred during the period whea t

Custodian exercised the management rights, theo@iast shall satisfy them. The remaining liquidation
proceeds shall be distributed among the Investorsroportion to the number of investment certiisat

held.

All payments to creditors and Investors shall belena cash.

Liquidation expenses shall be covered from the @rypof the Fund and they shall not exceed twoceeit
from liquidation proceeds.
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12. TAXES AND DUTIES

According to legal acts of the RL, investment furade not subject to corporate income tax, thus, no
corporate income tax shall be levied on funds acdated by the Investors in the Fund and on property
owned by the Fund. If legal acts of the RL enviséige tax application to investment objects, or to
transactions with the property of the Fund, the @Gany shall cover the tax payments from assets ef th
Fund.

As prescribed by the Law on Personal Income Taxlaawd on Corporate Income Tax of the RL or other
legal acts that may in future replace the mentioa&ds and the legal acts adopted on the groundkeof
mentioned laws, the investors shall independeraiytheir personal income tax or corporate incorre ta

The information provided in this paragraph givegeaeral survey of the Latvian tax legislation inctvas
of the date of registration of the latest amendmémtthe Prospectus of the Fund. The Company bears
responsibility for procedures of tax applicatione@mch specific Investor. The Investor should cdradaizx
advisor to clarify taxation issues.
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13. CERTIFICATION OF AUTHENTICITY OF INFORMATION IN CLUDED IN THE
PROSPECTUS BY THE EXECUTIVE BOARD OF THE COMPANY:

"We hereby certify that information contained in this Prospectus is authentic, and no facts that might be
detrimental to the interests of possible I nvestors have been concealed.”

IMJSC Citadele Asset Management

Chairman of the Executive Board U.Upenieks

IMJSC Citadele Asset Management
Member of the Executive Board Z.Vaikulis
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ANNEX

Citadele Baltic Sea Equity Fund

Historical performance of the fund as of

Citadele Asset Management
Elchin Jafarov

Kristiana Janvare, CFA

Igor Lahtadir, CFA

Management Company
Fund Managers

Inception Date* 24/08/2004
Base Currency EUR
Fund Size 3.3min
NAV 41.15
Management Fee 2.0% p.a.
Front Load Fee Up to 2.0%

Issue/redemption Daily
Distribution Status Accumulative
Legal Status UCITS IV, Latvia
ISIN LV0000400794
Bloomberg Code CITBSEF LR

*The data before November 20, 2013 relates to ,Citadele Baltic Sea
Countries Equity Fund” (ISIN LT0000950008), which was fully
transferred at par into newly established ,Citadele Baltic Sea Equity
Fund” (ISIN LV0000400794) with the identical investment strategy.

Investment Objective

BSEF investments are concentrated on equities with a long-term growth
perspective. The Fund has a geographical focus on countries of the
Baltic Sea region, namely Baltic States, Germany, Norway, Sweden,
Finland, Denmark, Poland and Russia.

Investment Process

= Top-down asset allocation

= Bottom-up individual stock selection
w Daily market monitoring

= Monthly result evaluation

= Country and industry diversification

Manager's Commentary fi u

In January, investors witnessed a sharp downside correction in global
equity markets. Pressure came from the continued reduction of the
amount of asset purchases by the Fed, as the Senate earlier confirmed
Janet Yellen as the Fed's 15th chairman; and substantial decline in
China’'s preliminary manufacturing data. Overall better than expected
US corporate earnings and rather mixed results coming out of the
European 4Q’'13 reporting season failed to counter market correction,
whereas STOXX Europe 600 dropped by 1.7%. Within the Fund's
investment universe, the only positive markets were the Baltics (+4.6%)
and Denmark (+5.1%), while the rest was in red, bounded in the range
from -1.9% (Poland) to -9.8% (Russia). The Fund had a minor negative
currency effect as a result of fluctuations of NOK, PLN and USD against
EUR. Overall, the Fund has started the year with a 2.7% loss in January.

In terms of sector breakdown, only Healthcare and Industrials delivered
positive returns, as strong contribution came from both Danish
(Coloplast, Novo Nordisk) and Baltic (Olainfarm, Grindeks) companies.
Despite the considerable negative contribution from Deutsche Post and
Siemens, Industrials managed to stay above the water, as Lufthansa
surged on lower fuel and restructuring costs news. Baltic companies
(Tallink, City Service, Valmieras Fiberglas) also helped the sector to
deliver positive results. The largest negative contributors to the Fund's
performance were Materials, Financials, Energy, and Consumer
Discretionary. Materials were dragged down by Linde, Severstal and
Polska Miedz, while Financials fell mainly because of poor performance
of Sberbank, Allianz and Polish PZU. Within the Energy sector, none of
the companies managed to deliver positive contribution, as earnings
reports in the sector continued to be downbeat. Within the Consumer
Discretionary sector, the losses came from lagging German companies
Hugo Boss, Adidas and Volkswagen; while the main negative
contributor was Swedish Electrolux that missed consensus forecasts in
addition to currency headwinds and quite bleak outlook.

During the month we refrained from actively spending the Fund's decent
cash position, and only added BASF, a German industrial chemicals
company with diversified business. We believe that the rebound in
cyclical sectors, particularly in the auto industry, should translate into
earnings growth of BASF. We also expect the stock to offer an attractive
dividend yield, and the upcoming financial report to show growth across
all business segments. Looking forward, we see further market
weakness, although do not rule out the possibility of temporary market
rebound. In such environment, we will mostly concentrate on bottom-up
stock picking; while probably leaning towards fundamentally attractive
cyclical names.

Contact Information

Citadele Asset Management
Republikas square 2a
Riga LV-1010

Tel: (371) 67010801
Fax: (371) 67778622

asset@citadele.lv
http://www.citadeleam.lv/en

31-Jan-14

Citadele

Performance History*

70

-22.3%

-55.8%

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 YTD

Total Return by Period*

YTD M 3m 6M 1 2Y 3y 5Y Sl 2013 2012 2011
Fund -2.7% -2.7% -1.1% 4.0% 5.9% 8.5% -0.3% 12.6% 3.8% 9.3% 19.8% -22.3%

Top 10 Holdings Portfolio Statistics

Daimler AG 3.2% Number of Holdings 51

Siemens AG 3.0% Average Security Weight 1.8%

Statoil ASA 2.9% Median P/E 138

Olainfarm 2.7% Median P/B 19

Deutsche Post AG 2.7% Median Dividend Yield 3.1%

Allianz SE 2.6%

Olympic Entertainment Group 2.4%

Volkswagen AG 2.3% Performance Statistics (3Y)

DNB ASA 2.3%

AP Moeller - Maersk A/S 2.3% Volatility (Standard Deviation, %) 16.9%

Total 26.3% Sharpe Ratio 0.0
Sortino Ratio -0.2
Value-at-Risk (30d/ 95%)** 9.0%

** historical method is used for calculation

Country Breakdown Sector Breakdown

Germany 31.6% Industrials

Norway Financials
Sweden Consumer discretionary
Russia Health care
Denmark Energy
Latvia Materials
Estonia Consumer Staples
Finland Information technology
Poland Telecommunication services
Lithuania Utilities

Cash Cash

Currency Breakdo!

57.3%

Important

This material is solely of an informational nature and should not be construed as a recommendation to buy, hold or sell any of the mentioned financial instruments.
The information contained within this document does not constitute investment analysis or research, nor does this material list all of the potential risks associated with
financial instruments. No effort has been made to allign the information in this report to the investment needs, goals, risk tolerance, knowledge and experience in
capital markets, or any other important investment considerations or constraints of the individual recipient. The authors of this material, as well as IPAS Citadele
Asset Management and/or any of its affiliates, subsidiaries or representatives assume no responsibility for the possible use or misuse of the information contained
within this material, nor are they responible for any profits or losses (including unearned profits and/or penalties), material or otherwise, that are incurred as a result of
the provided information even in case when they are informed about such possibility. The information contained in this report was obtained in good faith from internal
and external sources believed to be reliable at the time of publication (www.bloomberg.com, www.reuters.com, other mass media, stock exchanges, central banks,
national statistics authorities, company websites etc.). No guarantee, explicit or implicit, is provided with respect to the completeness and accuracy of the provided
information, nor do the authors of this document assume responsibility to notify users in the event that this information was found to be inaccurate or misleading,



