
Management Report

Financial Year 2005
La vie en orange

Company Bodies

General Meeting Committee

João Manuel Pereira de Lima de Freitas e Costa,President
Ana Paula Marques Ucha,Vice-President
Alexandre Gonçalo Oliveira Perdigão,Secretary

Board of Directors

Carlos de Sottomayor Vaz Antunes,Chairman
Rui Manuel Meireles dos Anjos Alpalhão,Vice-Chairman and Managing Director
Luís Manuel Soares Franco, Director
James Alistair Preston,Director
João Paulo Batista Safara, Director

Auditor

Caiano Pereira, António and José Reimão, SROC, representedby José Jorge da Costa
Martins Reimão

Company Secretary

Alexandre Gonçalo Oliveira Perdigão

Funds under Management

Santa Casa 2004
Net Asset Value on 31.12.2005: € 50.7 Million Euros
Depository Bank: Caixa Geral de Depósitos

Portuguese Prime Property Box
Net Asset Value on 31.12.05: € 5.0 Million Euros
Depository Bank: Banco Invest



Business Background

Like previous years, 2005 was not a year of economic growth inPortugal. Throughout
the year, the Bank of Portugal downgraded the country’s growth forecast for both 2005
and 2006, in light of a set of adverse factors such as the government’s budget policy, the
fall in investment (estimated to be 3.1%), the endemic failure of the competitiveness of
Portuguese exports (which only grew by 1.8%) and the high price of oil. At present, as
disclosed in the Autumn Economic Bulletin, the estimate for2005 was only 0.3%.

As is to be expected in a recessive economy, inflation did notrise and remained at
2.1%, which is 0.4 p.p. below the 2.5% registered in 2004. In regard to unemployment,
the country witnessed the opposite. That is, unemployment continued to rise, having
reached 7.4% by the end of the year.

The Company’s business was conducted in this continual atmosphere of recession.

Real Estate Investment Fund Market

Despite this unfavourable state of affairs, the Company’s principal market witnessed
growth, not only in terms of the volume of the assets (net asset value) under
management (+15% by the year’s end, corresponding to a totalof € 8.1 thousand
million euros) but also in terms of the number of funds, whichreached a historic
maximum (83, corresponding to a growth of 28% in relation to 2004).

This favourable evolution was undoubtedly influenced by the revision of the legal
framework published in January that allowed the existence of privately subscribed
closed-end funds without maximum leverage restrictions, albeit subject to the fact that
only institutional investors be involved or, if not, that itnot exceed a maximum of five
investors. This flexibility, which is commended, had a significant impact on the great
number of funds (19) launched in 2005, setting a new annual record (beating the
previous year’s 14).

Competition Analysis

At the beginning of the year, the Company had a market share of0.6% which
corresponded to a NAV under management of €43.5 million euros out of a total of
€7415.5 million euros.

With this market share, the Company ranked 19th in the global ranking (chart 1), and
10th place amongst the companies without open-ended funds placed in banking
networks (chart 2).



Ranking
Management Company NAV on 31-12-

2004 (€)
Share

1 ESAF ESPÍRITO SANTO FII 1.406.236.674 19,0%
2 BPN IMOFUNDOS 890.978.124 12,0%
3 MILLENNIUM BCP GESTÃO DE FUNDOS DE INVESTIMENTO 825.003.085 11,1%
4 SANTANDER GESTÃO DE ACTIVOS 794.864.280 10,7%
5 FUNDIMO 792.505.675 10,7%
6 TDF 553.376.229 7,5%
7 BANIF GESTÃO DE ACTIVOS 375.259.417 5,1%
8 NORFIN 329.961.552 4,5%
9 IMOPÓLIS 292.742.032 4,0%

10 SILVIP 237.376.140 3,2%
(...) (...) (...) (...)
18 MARGUEIRA 60.638.057 0,8%
19 FUNDBOX 43.504.555 0,6%
20 BANCO EFISA 42.593.205 0,6%

(...) (...) (...) (...)

Chart 1: Management Company Ranking (source: CMVM, analysis by FundBox)
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Chart 2: Ranking of the Management Companies without open-end funds placed in
banking networks (source: CMVM, analysis by FundBox)

In the financial year in question, the company grew above themarket rate, be it in the
number of funds, which doubled (although growth was to be expected due to small
initial base), or in the volume of assets under management (figure 1) - the Company’s
having achieved a market share of 0.7%.
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figure 1: growth rates (source: CMVM, Fundbox analysis)

Despite having achieved a growth superior to that of the market, by the year’s end, the
Company continued to occupy the same position, (19th and 10th, respectively) in the
general ranking of the management companies (chart 3), and in the ranking of
management companies without open-end funds placed in banking networks (chart 4).

ranking
Management Company NAV on 31-12-

2005 (€)

Market
Share

1ESAF ESPÍRITO SANTO FII 1,462,708,378 18.0%
2BPN IMOFUNDOS 1,080,762,520 13.3%
3FUNDIMO 954,908,398 11.8%
4SANTANDER GESTÃO DE ACTIVOS 678,769,590 8.4%
5MILLENNIUM BCP GESTÃO DE FUNDOS DE INVESTIMENTO 641,653,238 7.9%
6TDF 553,417,891 6.8%
7BANIF GESTÃO DE ACTIVOS 550,159,429 6.8%
8NORFIN 431,984,048 5.3%
9SILVIP 265,851,035 3.3%

10IMOPÓLIS 252,287,711 3.1%
(...)(...) (...)
18MARGUEIRA 72,788,506 0.9%
19FUNDBOX 55,670,468 0.7%
20IMORENDIMENTO 49,635,686 0.6%

(...)(...)
Chart 3: ranking of Management Companies, 2005 (source: CMVM, FundBox analysis)
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Chart 4: ranking of Management without open-ended funds placed in banking networks
(source: CMVM, FundBox analysis)

Company’s Activity

With the publication of Law-Decree 7/95 of January 13th, the company’s business
activity changed to include, as a supplementary service, the provision of consultancy
services for real estate investments and the management of real estate asset portfolios in
accordance with the management rules of third party’s assets. Despite this broadening
of the scope of the Company’s business activity, the latter continued to be concentrated
on the raising of fund management mandates, in addition to the one consultancy
mandate that was carried out.

Placement of real estate investment funds
The company requested and obtained authorization from the Comissão do Mercado de
Valores Mobiliários (CMVM) to place four funds during the course of this financial
year (chart 5).

date Fund Operation Amount
millions of €)

Status

24th of
June

Santa Casa 2004 Capital share
increase

6.5 Placed in full
(on 1st of July)

16th of
September

Portuguese Prime
Property Box

Establishment 5 Placed in full (on
15th of
December)

16th of
September

Lisboa Século
XXI

Establishment 50 Authorized

30th of
November

Fundor Establishment 5 In process

Chart 5: operations authorized in 2005

The value of the funds placed, in addition to the results generated by the funds under
management during the financial year, resulted in a growth of 28.0%, as seen above.

The set of projects presented has been consistent with the positioning aimed for the
Company.



The share capital increase of the Santa Casa 2004 Fund, decided during the Unitholders
Meeting in the month of February, completed the subscription authorised in 2004. Due
to reasons inherent to the status of the real estate portfolio that was to be transferred to
the Fund, Santa Casa da Misericórdia de Lisboa decided to postpone it until 2005.

The three new funds whose creation was requested may be grouped into two sets.
Portuguese Prime Property Box and Fundor are custom designed vehicles for pre-
identified investors, taking advantage of the existence ofprivately placed closed-end
funds without leverage limits.

Portuguese Prime Property Box was conceived as a fund created under Portuguese law
that seeks to receive large and geographically diversifiedinvestor’s investments.
Investments from this type of investors in the Portuguese market have been made
without recourse to Portuguese investment vehicles, something which we do not see as
justified. The full placement of the Fund with an investor with the identified
characteristics supports our conviction.

The fund will be managed with the objective of acquiring a small number of properties
of high individual value, which represent the best that the Portuguese real estate market
has to offer in the various relevant segments.

The launching of Portuguese Prime Property Box marked the beginning of a fruitful
collaboration with Banco Invest, which is the depository bank of the Fund and its initial
subscriber. As in the advertising message that accompaniedthe renaming of Banco
Alves Ribeiro to Banco Invest, the latter became FundBox’s “other Bank”.

Fundor was conceived as a vehicle to pool means and risks of a small group (four) of
investors that seek to invest in the Portuguese market. The subscription calendar set
indicated the launching of the Fund in April 2006, in an adjusted manner with the
foreseeable timing of its initial investment, a high level residential promotion in the
Greater Lisbon area. Its depositary bank is also Banco Invest.

On the other hand, Lisboa Século XXI, is a fund that we can categorize as “alternative
investment style”. The Fund’s depository, just as in Santa Casa 2004, is Caixa Geral de
Depósitos, which through Caixa Banco de Investimento also acts as the placement
agent.

The Fund’s business concept, whose signature mark will include the motto “We want to
make it possible to live in yesterday’s Lisbon with the comfort of today,” was conceived
by J.M.Peterson & Associados, which acts as an investment advisor. It seeks to offer
investors an exposure vehicle to the investment in the residential segment, (very
underrepresented in Portuguese institutional portfolios) with innovative characteristics
because it is focused exclusively on the acquisition of a significant number of
residential buildings (or capable of being reconverted into residential space) in
consolidated areas of the city of Lisbon which are capable ofbeing rehabilitated through
work that does not imply any structural alteration nor any change in the external
architecture. The rehabilitated buildings are meant for resale as small apartments, which
will be placed on the market with the signature mark “Lisboa Século XXI”, a trademark
registered by J.M.Peterson & Associados.



“Lisboa
Século

XXI” was
presented
to the
public on

March
16th 2005
with the

presence
of the

then President of the Lisbon City Council, Pedro Santana Lopes, and the present
President (at the time Vice-President) Prof. Carmona Rodrigues. The kind words of
encouragement spoken by the City Council officials is sufficient proof that the
investment policy conceived for the Fund is in the interest of the City, although the
project does not stray from its primary objective which is the generation of profits and
dispute for a place in the portfolios of institutional investors.

Thus, the Fund was conceived so as to be placed before a small number of investors of
significant size. The placing Bank invited renowned institutional investors and the
largest landowners of the city to participate in the Fund. However, due to the limited
attention and receptivity that the invited investors gave,the Company requested from
the CMVM in December that it allow the Fund to be subject to theclosed end regime
with no leverage restrictions, on account of which the present placement efforts seek to
attract the subscription of no more than five investors.

Consultancy
The Company’s consultancy activity began with the execution of a mandate to appraise
Reditus SGPS, a holding in the technology area listed in Euronext Lisbon and a member
of the PSI20 index, which aggregates the Portuguese blue chips. The Company
integrated a team headed by Prof. Rui Alpalhão and also Free Flow – Consultores
Financeiros, Lda. It was responsible for the analysis of theimpact on the appraisal of
Reditus SGPS’ real estate portfolio.

Capitalisation
The publication of Law-Decree në13/2005, on January 7th, brought about more
flexibility of the capitalisation ratios of real estate investment fund management
companies. This left the Company with a comfortable margin for the volume of assets
under management, even considering the 28% growth in these.In fact, at the financial
year’s end, available own-funds in the amount of €580 thousand euros, allowed the
management of about €280 million euros or, in other words, approximately €224
million euros more than the funds under management (figure 2).

[WU1]

figure 2: Company’s capitalisation

In light of the above, no appeal was made to the shareholders to capitalise the Company.
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In the General Meeting of March 29th, a resolution was approved to reduce the share
capital to €525,000.00 (five hundred and twenty five thousand euros), due to the
elimination of the losses of previous years; an operation that was neutral in terms of
capitalisation and which contributed positively towards the elegance of the Company’s
financial statements and the speed of its ability to pay out dividends, which the Board of
Directors has the pleasure of proposing to the Shareholdersfor the financial year in
question.

In August, Banco Efisa bought shares in the company. The latter is a high-profile share
holder which came and solidified the institutional component of the share holder corps.
One should also note the acquisition in May of a stake by Ulissul, the personal holding
of Álvaro Ricardo Nunes, an economist well-known for his farreaching projects.

Investment
Investment in 2005 exceeded the level of 2004 by 19% (figure 3), following the natural
increase in the business activity, although at a rate inferior to that of the expansion of
the assets under management. The expansion of the car park was carried out as was the
launching of the Company’s website (on October 14th), which was created by Softway
and the receiver of flattering commentaries (figure 4).
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figure 3: Company’s Investment, 2003-2005

figure 4: homepage of the Company’s website www.fundbox.pt

Operations
In 2005 the Company reached an annual break even point (figure 5), after 3 years of
consecutive losses, corresponding to the financial years in which the fund management
activity only developed partially (2002 and 2004) and also in which it did not occur at
all (2003).
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figure 5: Net Results, 2002-2005

The revenues were calculated to be €728 thousand euros, essentially deriving from fund
management fees (figure 6)

Revenue Structure

97%

2%

1%

0%

Mang. Fees Consultancy Financial Extraordinary
[WU2]

figure 6: Pie chart showing the source of the gains

TheEBITDAreached147 thousand euros, representing anEBITDAmargin of 20.2% and
a Return on Capital Employed of 27.3%.

Forecasts for 2006
In 2006, the Company continues to try and satisfy its investor’s expectations as its
primary goal. Naturally, the Board of Directors will continue to strive towards the
expansion of the number of Funds and the volume of assets placed under management.



Proposal for the application of the income
We propose the following application of the net income of thefinancial year, in the
amount of € 74,516.75 (seventy four thousand five hundred and sixteen euros and
seventy five cents):

�� To cover previous year’s losses: the total respective balance in the amount of
€18,590.95 (eighteen thousand five hundred and ninety euros and ninety five
cents);

�� As legal reserve: 10% of the financial year results, in the amount of €7,451.68
(seven thousand four hundred and fifty one euros and sixty eight cents);

�� As free reserve: 18.1% of the financial year results, in the amount of €13,474.14
(thirteen thousand four hundred and seventy four euros and thirteen cents);

�� As dividends: €0,05 per share, representing 6.7% of the respective nominal
value and 47.0% of the financial year results, in the amount of € 35,000.00
(thirty five thousand euros).
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Santa Casa 2004 Fund

Liquid Assets 54,451,612 €

Liabilities 3,775,629 €

Fund Capital 50,675,983 €

Result 693,318 €

UPS in circulation 10,000,000

Portuguese Prime Property Box Fund
�

Liquid Assets 5,002,815 €

Liabilities 8,329 €

Fund Capital 4,994,486 €

Result 5,514 €-

UPS in circulation 1,000,000 �
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Amount %

FamiGeste Negócios e Consultoria,S.A. 169,732.50 € 32.33%

Sofia de Sequeira Galvão 79,012.50 € 15.05%

Isabel Maria Marques Ucha 59,902.50 € 11.41%

Rui Manuel Meireles dos Anjos Alpalhão 120,015.00 € 22.86%

Pedro Maria Félix da Costa Seabra 41,212.50 € 7.85%

Santa Casa da Misericordia de Lisboa 25,305.00 € 4.82%

Banco Efisa, S.A. 19,162.50 € 3.65%

Alpalantri , SGPS , Lda 10,500.00 € 2.00%

Ulissul, Sociedade Imobiliária, Lda 157.50 € 0.03%

525,000 € 100.00% �
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Si Sf

Year 2004 Movement Year 2005

Legal Reserves 28.924 € - € 28.924 €

Retained Earnings (Losses) 268.492 €- 249.901 € 18.591 €-

Net Result of Financial Year 268.492 €- 343.009 € 74.517 €
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João Paulo Batista Safara
Carlos de Sotto-Mayor Vaz Antunes (President)

In representation of Famigeste –S.G.P.S., SA
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Rui Manuel Meireles dos Anjos Alpalhão
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Luis Manuel Soares Franco

James Alistair Preston

João Paulo Batista Safara




