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Hines Pokrovsky 1 Limited

BIRECTORS' REPORT

The Board of Dirsctors (the “Board") present its annual report together with the audited consclidated financial
statements for Hings Pokrovsky 1 Limited {the “Company”} and s subsidiaries (fogether, the “Group”) for the year
ended 31 December 2014.

PRINCIPAL ACTIVITIES

The principal actjvilles of the Group, which are unchanged from Jast year, afe to continue leasing out of a 207 unit
multi-family residential complex In northwest Moscow.

REVIEW OF DEVELOPMENTS, POSITION AND PERFORMANGCE OF THE GROUP'S BUSINESS

The loss of the Group for the year ended 31 December 2014 was USD 10,475 thousand (2013: profit of USD 24,903
thousand). On 31 Dacember 2014 the tolal assets of the Group were USD 326,087 thousand (2013; USD 351,781
thousand}. The decrease of total assets in 2014 compared to 2013 Js primarily due to the revaluation of the Group's
investment property resulting in a loss of USD 33,181 thousand (2013: incraase in value of investment property by
USD 12,562 thousand), see also Note 7. The net assels are USD 172,997 thousand (2013:
USD 180,532 thousand). The financlal position, development and performance of the Group as presaenied in these
consclidated financlal statements are considered satisfactory by the directars.

In January 2014, cash balance from its subsidiary, Pokravsky Hills Realty Limited was transfarred to the Company and
the bank account was closed. On 10 July 2014, Pokrovsky Holdings LLC, a company incorporated in Qalar acquired
the entire share capital of the Company. Pokravsky Holdings LLC is a 100% ownad subsidiary of Qalar Holding, LLC,
a campany incorporated in Qatar, which is the strategic investment am of Qatar Investment Autharity, the ultimate
controliing party.

On 30 September 2014, it was proposed by the Board of the Company that the Company will enter intc a facility
agreement betwsen, amongst athers, Pokrovsky Holding LLC and the Company, as borowers and VTB Bank (an
open joint-stock company) as lender, pursuant to which the lender made available o the Company and Pokrovsky
Holding LLC a faclity in a maximum amount-of US$ 180,000,000 on a combined basis, subject to the lems and
conditions of the facility agreement. '

On 17 June 2014 the subsidiary, Pokrovsky Hills Realty Limited, was volunlarily wound up and dissolved. The residual
amount of the investment USD 367 thousand was written off to the Statemment of Profit or Loss and Other
Comprehensiva Incoma,

GOING CONCERN REVIEW

The consalidated financial staterents have been preparad on & going concern basis. In assessing the Company's
status as a going concem the directors considerad the current intentions and financial position of the Company, the
expected performance of the Company's investment property and rental income arising from contracts in place as well
as the composition of the Campany's current liabilities and concluded that the Company will continue as a going
concerh and that the consolidated financial statements are appropriately prepared on this basis.

RESULTS

The Group's resuits for the year are set out on page 10. Interim dividends of USD 6,918 (2012 USD 14,324 thousand)
was pald to the shareholders during the year. The Board of Directors recommend the payment of a final dividend of
USD 6,931 Thousand (2013: USD D),

RESEARCH AND DEVELOPMENT ACTIVITIES

The Group did not engage in research and development activities during the raporting periods.

SHARE CAPITAL

Thera were no changes in the share capital of the Group,

BOARD OF DIRECTORS

The members of the Board at 31 December 2014 and af the date of this report are shown on page 2. Unless otherwise
noted, all directors served for the full period,







Hines Pokrovsky 1 Limited

DIRECTORS' REPORT (CONTINUED)
DIRECTORS’ AND SECRETARY'S INTERESTS IN CONTRACTS

No conteacts of significance in refation o the Group's businass to which the group, its afiliated companies, Its parent
company or its uitimate parent company was a party in which a director or the secretary of the Group had a material
interest, whether directly or indirectly, existed at the and of the year or at any time during the year. In accordance with
the Group's and its subsidiary's Articles of Association thera being no requirement for the retirement of directors by
rotation, all the directors remain in office.

BRANCHES
The Group did not operate through any branches during the year.
FUTURE DEVELOPMENTS

The Board of Directors does not expect any significant changes or developments in the operations, financial position
and performance of the Company In the foresesable fulure.

EVENTS AFTER THE END OF THE REPORTING PERIOD

Thare were no significant subsequent events since the end of the year until the date of signing of this report that would
require an adjustment of the figures or disclosure in the consalidated financial statements.

FINANCIAL RISK MANAGEMENT

The principal risks and uncertainties that the Group faces are disclosed in Note 5 and Note 20 of the consolidated
financial staterments.

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing the directors' report and the financial slatements in accordance with IFsh
law.

Insh law requires the directors to prepare financial statemenls for each financial vear. Under that law the directors
have prepared ihe financial slataments in accordance with International Financia Reporting Standards as adopted by
the European Union (IFRS).

Under irish law the directors shall not approve the financial statemnents unless they are satisfied that they give a true
and fair view of the company’s assets, liabilities 2nd financial position as at the end of the financial year and of the
profit or loss of the company for the financial year.

In preparing these financiat statements, the directors are required to:

. salect suitable accounting policies and then apply them consistentfy;

. make judgements and estimates that are reasonable and prudent;

=  state whether the financial statements have been prepared in accordance with IFRS and ensurs that they contain
the additional information required by the Companies Act 2014; and

*  prepare the financial statements on the going concem basis unless it is inappropriate to presume that the
company will continus in business. ' ’

The directars are responsible for keeping adequate accounlting recards thal are sufficient to:

. correctly record and explain the transactions of the company;

. enable, at any time, the assets, liatililies, finansial position and profit or foss of the company to be determined
with reasonable accuracy; and

. enable the directors to ensure that the financial statements comply with the Companies Act 2014 and enable
those financial stalemsnts to be audited.

The directors are alse responsible for safeguarding the assets of the company and hence for {aking reasonable steps
for the prevention and detection of fraud and ather imegularities.

ACCOUNTING RECORDS

The measures taken by the directors to secure compliance with the Company's obligation {o keep adequate
accaunting records are the use of appropriate systems and procedures and employment of compelent persons. The
accounting records are kept at 3rd Floor, Kilmore House, Park Lane, Spencer Dock, Dublin 1, Ireland.

TREASURY SHARES

The Group has not acquired its own shares aither ltself directly or through a person acling on the Group's behalf.




Hines Pokrovsky 1 Limited

DIRECTORS' REPORT (CONTINUED)
INDEPENDENT AUDITORS
The independent auditors, PricewaterhouseCoopers, Chartered Accountants and Statutary Audit Firm in Dublin,
Iretand, have expressed their willingnass to continue in office in accordance with the provisions of the Companies Act,
2014,

By order of the Board

T~
5 ' /
Ahmad Al Khanj—"} i Marina Periandu
Director Director
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Independent auditors’ report to the members of Hines Pokrovsky & Limited

_ Report on the financial statements

* Qur epinien

In our opinion:

+ Hines Polwovsky 1 Limited group and company financial statements {the “financial statements™) give a
true and fair view of the group’s and of the company’s assets, liabilities and financial position as at g1
December 2014 and of the group’s loss and the group’s and company’s eash flows for the year then
ended;

» the group financial statements have been properly prepared in accordance with International Financial
Reporting Standards (“IFRSs") as adopted by the European Union;

» the company financial statements have been properly prepared in accordance with IFRSs as adopted by
the European Union as applied in accordance with the provisions of the Companies Act 2014; and

« the financial statements have been properly prepared in accordance with the requirements of the
Companies Act 2014.

What we have andited
The financial statements comprise:

the consolidated and company statements of financial position as at 31 December 2014;

‘the consolidated statement of profit or loss and other comprehensive income for the year then ended;
the consolidated and company statements of cash flows for the year then ended;

the consolidated and company statements of changes in equity for the vear then ended:

the notes to the financial statements, which include a summary of significant accounting policies and
other explanatory information.

. 2 @ o »

The financial reporting framework that has been applied in the preparation of the financial statements is
Irish law and [FRSs as adopted by the European Union and, as regards the company financial statements, as
applied in accordance with the provisions of the Companies Act 2014.

In applying the financial reporting framework, the directors have made a number of subjective judgements,
for example in respect of significant accounting estimates. In making such estimates, they have made
assumptions and considered future events.

Matters on which we are required to report by the Companies Act 2014

*  We have obtained all the information and explanations which we consider necessary for the purposes of
our audit,

* In our opinion the accounting records of the parent company were sufficient to permit the company
financial statements to be readily and properly audited.
The company statement of financial position is in agreement with the accounting records.

« In our opinion the information given in the Directors’ Report is consistent with the financial
statements.

Matters on which we are required to report by exception

Directors’ remuneration and transactions

Under the Companies Act 2014 we are required to report to you if, in our opinion, the disclosures of
directors’ remuneration and transactions specified by sections 305 to 312 of that Act have not been made.
‘We have no exceptions to report arsing from this responsibility.

PricewaterhouseCoopers, One Spencer Dock, North Wall Quay, Dublin 1, Ireland, I.D.E. Box No. 137
T: +353 {0) 1 792 6000, F: +353 (0) 1 792 6200, winw.pwe.com/ie

Chattered Accountanls




Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Directors’ Responsibilities Statement set out on page 4, the directors are
respansible for the preparation of the financial statements and for being satisfied that they give a true and
fair view.

Our responsibility is to audit and express an opinion on the financial statements in aceordance with Irish
law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with
the Auditing Practices Board's Ethical Standards for Auditars.

This report, including the opinions, has been prepared for and only for the company’s members as a body in
aceordance with section 391 of the Companies Act 2014 and for no other purpose. We do not, in Biving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this
report is shown or into whose hands it may come save where expressly agreed by our prior consent in
writing.

What an audit of financial statements involves

We conducted our audit in aceordance with International Standards on Auditing (UK and Ireland), An andit
involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error. This includes an assessment of:

« whether the accounting policies are appropriate to the group’s and the parent company's circumstances
and have been consistently applied and adequately disclosed;

« the reasonableness of significant accounting estimates made by the directors; and

» the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the directors’ judgements against available
evidence, forming our own judgements, and evaluating the disclosures in the financial statements.

We test and examine information, using sampling and other auditing techniques, to the extent we consider
necessary ta provide a reasonable basis for us to draw conelusions, We obtain andit evidence through testing
the effectiveness of controls, substantive procedures or a conthination of both.

In addition, we read all the financial and non-financial information in the Directors Report to identify
material inconsistencies with the audited financial statements and to identify any information that is
apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in
the course of performing the audit. If we become aware of any apparent material misstatements or
inconsistencies we consider the implications for our report.

e

John Bligh

for and on behalf of PricewaterhouseCoopers
Chartered Accountants and Statutory Audit Firm
Dublin

15 June 2015



Hines Pokrovsky 1 Limited

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2014

31 December 31 December
{In thousands of USD) Notes 2014 2013

Assets

Prepaid insurance 30 4
VAT recoverable 434 717
Other current assets 150 200
Cash and cash equivalents 10 17,497 9,734
Total current assets 18,387 11,156
Total assets 326,087 351,781
Liabilities

Non-current liabillties

Long-term borrowings from related parties 124 - 81,210
Lang-temm borrowings 12.2 91,610 -
Deferred tax liabilities 19 48,109 54,770
Deposits from tenants 11 1,138 1,579
Total non-current liabilities 140,857 137,559

Current liabilitles

Shart-lerm borrowings from retated parties 12.1 17 8,506
Deferred income 13 7.897 0,572
Accounts payable 14 1,082 903
Deaposits from tenants 1 2,248 2,081
Advances from related party 10 10
Current income tax Habiiity 704 1,154
Taxes payable other than incame tax 277 464
Total current liabilitles 12,233 23,680
Taotal {iabilities 453,000 161,249
Shareholder's equity

Share capital 15 12 12
Addltional paid-in capital 15 12,430 12,430
Retzined eamings 160,555 178,000
Total shareholder's equity 172,997 190,532

Total liabllitles and shareholder's equity 326,087 351,781

The accompanying notes on pages 14 to 32 form an integral part of these consolidated financial statements.

The audited financlal statements were approved by the Board, authorised for issue on 10 June 2015 and signed an its
behalf by:
ri

53 AR et

Ahmad Al Khafr = arina Perfanou
Director Director

\
|
|
|
|

Non-current assets

Investment property 7 307,700 340,625

Total non-current assats 307,700 340,625

Current assets

Trade receivables g 167 285

Advance paid 69 169



Hines Pokrovsky 1 Limited

COMPANY STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2014

31 December

31 December

{tn thousands of USD) Notes 2014 2013
Assets

Non-current asseis

Investmeant property 7 307.700 340,625
Investment in subsidiary 8 - 106
Total non-current assets 347,700 340,731
Current assets

Trade receivables 9 167 295
Advance paid 63 169
Prepald insurance 30 41
VAT recoverable 434 Ti7
Othar current assets 190 200
Cash and cash aquivalents 10 17,497 0,486
Total current assets 18,387 10,908
Total assets 326,087 351,639
Liahilities

Non-current liabilities

Lang-term borrowings from related parties 121 .- 81,210
Long-term borrowings 12.2 91,610 -
Deferred tax liabilities 19 48,108 54 770
Deposits from tenants 11 1,138 1,579
Total non-current liabilities 140,857 137,559
Current labilities

Short-term bomowings from related parties 12.1 17 8,506
Deferred income 13 7,897 9,572
Accounts payable 14 1,082 903
Deposits from tenants 11 2,246 2,081
Advances from related parly 10 10
Current incoma tax liability 704 1,154
Taxes payable other than incoma tax 277 464
Total current liabllities 12,233 23,690
Total liabllities 153,090 161,249
Shareholder’s equity

Share capital 15 12 12
Additlonal paid-in capitat 15 12,430 12,430
Retained earnings 160,655 177,948
Total shareholder’s equity 172,997 190,380
Total Habilities and sharcholder's equity 326,087 351,639

The accompanying notes on pages 14 to 32 form an integral part of these consaolidated financial statements,

Tha audited financial stalements wera appraved by the Board, authorised for Issue on 10 June 2015 and signed on its

behalf by:

Ahmad Al Khanj
Director .

(L

™,

fina Perlgh

Director







Hines Pokrovsky 1 Limited

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2014

{In thousands of LUSH) Notes 2014 2013
Revenue 16 38,851 39,159
Caost of sales 17 {7,152) (8.399)
Gross profit 31,699 30,760
(Loss}gain on ravaluation of fair value of investmant

property 7 (33,181} 12,562
Adminlistrative expanses 18 (1.084} (825)
Other oparating income 1,268 266
Finance cost 23 (11,070} {10,054)
Other expenses (683) {139)
{Loss)profit before taxation {13.051) 32470
Income tax creditf{charge) 19 2,576 (7,567)
{Loss)/profit for the year {10,475} 24,803
Total comprehenslve (loss)income for the year {10,475} 24,903

The results of the Group are derived from continuing operations in the current and prior period.

The Group has no realised gains and losses during the current or prior period other than those disclosed above, and

therefcre no separate statement of profit or loss and other comprehensive Income has been presented.

The accompanying notes on pages 14 to 32 form an integral part of thess consolidaled financial statements.

The audiled financial statements were approved by the Board, autherised for issue on 10 June 2015 and signed on its

hehalf by:

Ahmad Al Kfanj-
Director

Directar

7
MarH Paﬁ%t’r
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Hines Pokrovsky 1 Limited

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2014

{in thousands of USD) Notes 2014 2013

Cash flows from operating activities

{Loss)profit before taxation {13,051) 32,470
Gainlfloss) on revaluation of fakr value of investment property 7 33,181 (12,562}
Finance cosl 11,070 10,054
Dacrease/(increase} in current assets 246 (405)
(Decrease)increase In deferred income and deposits from

tenants (1,688) 2,452
(Decrease)}increase in taxes payable other than income tax (187) 178
Increasel(decrease) in other current liabilities 1,150 {190)
Net cash from operating activitles before corporation tax 30,721 31,097
Income tax paid {4,535) (4.006)
Net cash from operating activities 26,186 27,991

Cash flows from investing activities
improvemenis of investment property 7 {258) (763}
Net cash used in investing activities {256) {763)

Cash flows from financing activities

Repayment of borrowings (181,247) -
Procaads from borrowings 181,247 -
Proceeds from disposal of subsidiary (248) -
Interest paid (11,001} {9,778)
Dividends paid (6,918) {14,325)
Net cash used In financing activities {18,167} {#4,103)
Net increase in cash and cash equivalents 7,763 3,125
Cash and cash equlvalents at the beginning of the year 10 9,734 6,609
Cash and cash equivalents at the end of the year 10 17,497 9,734

The accompanying notes on pages 14 to 32 form an integral part of these ¢onsolidated financial slatements.
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Hines Pokrovsky 1 Limited

COMPANY STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2014

{in thousands of USD) Notes 2014 2013

Cash flows from operating activities

{Loss)/profit before taxation {13,051} 32,499

BGain/{loss) on revalualion of fair value of investiment property 7 33,181 (12,562}
Finance cost 11,870 10,054

Decroase/{increasa) in cumment assats 248 (405)
(Decrease)increase in deferred incorme and deposits from

tenants (1,688) 2,452

{Decrease)/increase in taxes payable other than Income lax {187) 178

Increasef(decreasa) in other curent liabilities 1,150 {97}
Net cash from operating activities befara corporation tax 30,721 32,119

Income tax paid {4,535) {4 099)
Net cash from operating actlvities 26,186 28,020

Cash flows from investing actlvities
Improvements of investrment property 7 (256) {763)

Net cash used in investing activities (256) {763}

Cash flows from financing activities

Repayment of borrowings {181,247} -
Procsads from borrowings 181,247 -
Repaymant of capital by subsidiary . - 497
Interest paid {11,001) (9,778)
Dividends paid (6,918) {14,325}
Net cash used In financing aclivities {17,919) (23,606)
Net Increase in cash and cash equivalents 8,011 3,651
Cash and cash equivalents at the beginning of the year 10 9,488 5,835
Cash and cash equivalents at the end of the year 10 17,497 9,486

The accompanying notes on pages 14 (o 32 form an integral part of these consolidated financial statements.
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Hines Pokrovsky 1 Limited

CONSOLIDATED AND COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2014

The Group Total
Share Additional paid Retained shareholder's
(in thousands of USD) capital in capital earnings equity
Balance at 31 December 2012 12 12,430 167,512 179,954
| Comprehensive incoms for the year - - 24,903 24,903
Dividends declared during tha year - - {14,329) {14,235)
{ Balance at 3t December 2013 12 12,430 178,080 190,532
Retirament of subsidiary company {142} (142}
Comprehensive loss for the year - - {10,475) (10,475)
Dividends declared during the year - - (6,5918) (6,918}
Balance at 31 December 2014 12 12,430 160,555 172,997
The Company Total
Share Additional pald Retained sharcholder's
{in thousands of USD} capital in capitai earnings equity
Balance at 31 December 2012 12 12,430 167,467 179,909
Comprehensive income for the year - - 24,806 24,806
Dividends declared during the year - - {14,325) (14,235)
Balance at 31 December 2013 12 12,430 177.948 190,390
Comprehensive loss for the year - - (10,475) (10,475)
Dividends deciared during the year - - {6,918) (6,918}
Balance at 31 Decemhber 2014 12 12,430 160,555 172,997

The accompanying notes on pages 14 to 32 form an Integral parl of these consolidated financial statements.

As permitted by section 304 of the Comparies Act, 2014 the Parent company is availing of the exception from prasenting
its separate Statement of Comprehensive Incame in these consolidated financial statements and from filing it with the
Registrar of Companies.
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Hines Pokrovsky 1 Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

PRINCIPAL ACTIVITIES

These consolidated financial statements represent the consolidated financial statements of Hines Pokrovsky 1
Limited (the “Company”) and its subsidiary Pokrovsky Hills Realty Limited with registered office at 3rd Floor,
Kitmore House, Park Lane, Spencer Dock, Duldin 1, ireland (coliectively raferred as the “Group”).

The Campany was incorporatad in Dublin, Ireland in February 1897 to develop an American style suburban
residential complex in Northwest Moscaw, Russia {*Pokrovsky Hills"). The principal activities of the Company
and the Group consist of the development of a 207 unit multi-family residential complex in northwest Moscow
and renting out of these units. As of 31 Decembar 2002, the company discontinued the place of ils tax
registration in Ireland and on 1 January 2003 was registered as a tax resident of Cyprus,
On 26 November 2014, the Company became tax resident in Qatar.

Since Cclober 1997, the Company's registered representative office In Moscow, Russia has conducted
operations in Russla.

On 26 September 2002, the Company established a 100% subsidiary company, Pokrovsky Hills Reatty Limited,
incorperated In Cyprus. In the middle of 2013, the fiquidation procadure of Pokrovsky Hills Realty Limited was
initiated.

On 17 June 2014 the subsidiary, Pokrovsky Hills Realty Limited, was voluntarily wound up and dissolved. The
residual amaunt of the investment USD 367 thousand was written off to the Statement of Comprehensive
Income.

As at 31 July 2008 the Company and its immediate parent company Pokrovsky Hills JV Limited were fully
acquired by Eagle Holding, a Cayman Island exempted limited company. Eagle Holding’s ultimate controlling
party as at 31 December 2013 s the Geldman Sachs Group, Inc.

On 10 July 2014, Pokrovsky Holding LLC, a company incorparated in Qatar acquirad the antira shara capitat of
the Campany, Pokrovsky Holding LLC is a 100% owned subsidiary of Qalar Holding LLC, which is the strategy
Investment arm of Qatar Invasiment Autharity, the holding company and ultimate controlling party.

OPERATING ENVIRONMENT OF THE GROUP

The Russian Federation displays certain characteristics of an emerging market. Its economy is particularly
sensitive to oil and gas prices. The lagal, tax and regulatory frameworks confinue to develop and are subject to
fraquent changes and varying interpretations (Note 21). During 2014 the Russian economy was negatively
impacted by a decline In oil prices and ongoing political tension in the region and international sancions against
certain Russian companies and individuals. As a resull during 2014:

. the Russian Central Bank exchange rate fluctuated belween RR 32,7292 and RR 56,2584 per USD:

. the Russian Central Bank key reflnancing interest rate increased from 5.5% p.a. to 17.0% p.a. including
an increase from 12.0% p.a. to 17.0% p.a. on 16 December 2014;

. the RTS stock exchange index ranged between 1 445 and 791;

- access to intematicnal financiat markets to raise funding was limited for certain entities; and

. capital outflows increased compared to prior years.

These events may have a further significant impact on the Group's future operafions and financial position, the
effact of which is difficult to predict. The future economic and regulafary situation and its impact on the Group's
operalions may differ from management’s currant expectations.

BASIS OF PREPARATION

These consclidated financial statements of the Group have been prepared in accordance with Internatlonal
Financial Reporting Siandards ("IFRS") and IFRS Interpretations Committse (IFRS IC) interpretations as
adopted by the Evropean Union and these parts of the Companies Act 2014 applicable to companies reporting
under IFRS.

The cansolidated financial statemants have besn prepared under the historical cost convention, as modified by
the revaiuation of investment property.

The preparafion of lhe consolidated financial statements in conformity with IFRS requires the use of certain
critical accounling estimates and requires management to exercise its judgement in the pracess of applying the
Group's accounting policles. The areas Involving a higher degree of judgement or complexity, or araas where
assumplions and estimates are significant to the consolidated financial statements are disclosed in Note 5.
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Hines Pokrovsky 1 Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

BASIS OF PREPARATION - CONTINUED

Presentation currency

All amounts in these consclidated financial statements are presenied in thousands of US Dollar (“thousands of
USD"), unless otherwise stated. As detailed within the significant accounting policies, the functional currency of
alf entities in the Group Is the US Doliar {"USD").

Going concern

The consolidated financial statements have been prepared an a going concern basls. In assessing the Group's
status as a going concem the directors considered the cumrent intentions and financial position of the Group, the
expected performance of the Group's investment property and rental incame arising from contracts in place as
well as the composition of the Group's current liabilities and concluded that the Group will continue as a going
concern and that the consolidated financial statements are appropriately prepared on this basis.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of thesa consclidated financial statements are set
out below. These policias have been consistently applied, unless otherwise stated.

Consolidated financial statements .
Subsidiaries are those companies and other entities {including special purpose entities) in which the Group,
directly or indirectly, has an interest of more than ong half of the veting rights or ctherwise has power to gavern
the financial and operating policies so as to obtain benefits. The existence and effect of potential voting rights
that are presently exercisable or presently convertible are considered when assessing whether the Group
controls another entity. Subsidiaries are consolidated from the date on which control is transferred to the Group
{acquisition date) and are de-consofidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries. The cost of an
acyuisition is measured at the fair value of the assets given up, equity insiruments Issued and liabilities incurred
or assumed at the date of exchange, plus costs directly attributable to the acquisition. The date of exchange is
the acquisition date where a business combination Is achieved in a single transaction, and is the date of each
share purchase where a business combinaltion is achieved In stages by successive share purchases.

The consideration transferred for the acquisition is measured at the falr value of the assets given up, equity
instruments issued and labilities incurred or assumed, including fair value of assets or Habiliies from contingent
consideration arangements but excludes acquisilion related costs such as advisory, legal, vatuation and similar
professional services. Transaction costs incurred for issuing equity instruments are deducted from equity;
transaction costs incurrad for Issuing debt are deducted from ils eaming ameunt and all ather transaction costs
associated with the acquisilion are expensed. ldentifiable assets acquired and llabilities and conlingent liabilites
assumed in a busingss combinalion are measured at their fair values at the acquisition date, irraspective of the
extent of any non-controlling interest.

Inter-company lransactions, balances and unrealised gains on fransaclions betwsen group companies are
eliminated; unrealised losses are also eliminated unless the cost cannol be recovered, The Group and all of its
subsidiaries usa unifarm acceunting policies consistent with the Group's policies.

Non-controlling Interest is that part of the net results and of the net assels of a subsidiary attributable to
interests which are not owned, directly or indirectly, by the Group. Non-controlling interest forms a separate
component of the Group's equity.

The Company carries the investments in subsidiaries at cost less any impaimment in its separate financial
statemeants.

Financial Instruments - key measurement ferms
Depending on their classiication financlal instruments are carried at cost, fair value, or amortised cost as

described balow.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an ordedy
transaction between markel parlicipants at the measurement date. The hest evidence of falr value is price in an
activa market. An active market is one in which iransactions for the asset or liability take place with sufficient
frequency and volume to provide pricing Information on an ongeing basis.

Valuatian techniques such as discounted cash flows models or models based on recent arm's length
fransactions ar considaration of financial data of the investees are used to fair value cerlain financial
instruments for which external market pricing Information is not available. Valuation techniques may require
assumptions not supported by chservable market data. Disclosures ars made in these consolidated financial
stalements if changing any such assumptions to a reasonably possible alternative would result in significanily
different profit, income, total assets or total liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Cost is the amount of cash or cash equivalents paid or tha fair value of the other consideration given to aequire
an asset at the time of its acquisition and Includes transaction costs.

Transaction cosls are incremental costs that are directly atiributable to the acquisition, issus or disposal of a
financial Instrument.

Amartised cost Is the amount at which the financial instrument was recognised at Initial racognition less any
principal repayments, plus accrued interest, and for financial assels less any writa-down for Incurred impairment
losses. Accrued interest includes amortisation of transaction cosls deferred at initial recognition and of any
premium or discount to maturity amount using the effactive interest method. Accruad interest income and
accrued interest expense are not presented separately and are Included in the camying values in the
Consalidated Statement of Financial Position.

The effectiva interest method is a method of allocating interest income or interest expense over the relavant
period so as to achisve a constant periodic rate of interast (effective interest rate) on the carrying amount. The
effective interest rate is the rate that exacily discounts estimated future cash payments or recalpts (excluding
future credit losses) through the expected life of the financial instrument or a shorter period, if appropriate, 1o the
net carrying amount of the financial instrument. The effective interest rate discounts cash flows of variable
interest instrumants to the next interest re-pricing date except for the premium or discount which reflects the
credit spread over the floating rate specified in the instrument or other variables that are not raset to market
rates. Such premiums or discounts are amortised over the whole expected life of the instrument. The present
value calculation Includes all faes paid or received between parties to the contract that are an integgral part of the
effective intorest rate.

Initial recognition of financial instruments

All financial instruments are inilially recorded at fair value plus transaction costs. Fair value at initial recognition
is best evidenced by the transaction price. A gain or foss on initial recognition is only recorded if there is a
difference betwaen fair value and transaction price which can be evidenced by other observable current market
transacflons in the same instrument or by a valuation technique whose inputs include anly data from observable
markets.

All purchases and sales of financial instruments that require delivery within the time frame established by
reguiation or market convention are recorded at trade date, which is the date that the Group commits to deliver
a financial instrument. All other purchases and sales are recognised on the settiement date with the change in
value between the commitment date and settlement date not recognised for assets carried at cost ar amortised
caost recognised in profit or loss for frading securities, and recagnised In sharsholder's equity for assats
classified as available for sale,

Derecognition of financial assets

The Group derecegnises financial assets when (i) the assels are redeemed or the rights to cash Mlows from the
assets otherwise expirad or (il) the Group has transferred substantially all the risks and rewards of ownership of
the assets or (iii) the Group has neither transferred nor retained substantially all risks and rewards of cwnership
but has not relained control. Control is relained if the counterparty does not have the practical abllity to sell the
asset in its entirety to an unrelated third parly without needing lo impose additional restrictions on the sale.

Investment property
Property that is held for long term rental yields or for capital appreciation or both, and Ihat is nol occupisd by the
Group, Is classified as investmant property. Investment property comprises freehold buidings.

investment property Is Initially measured at cost, including related transaction costs, After initlal recognition,
tnvestmenl property Is carried at fair value. Fair value is based on active market prices, adjusted, if necessary
for any difference in the nature, location or condition of the specific asssl. If this information is not available, the
Group uses allemative valuation methods such as income capitalisation method, where market value is
estimated from the expected future benefils to be generated by the property In the form of income streams from
the renting out of premises. The methad considers net income genersted by comparable praperly, capitalised to
datermine the value for the sublect property.

The fair value of investmenl property reflects, amang other things, rental income from current leases and
assumptions about rental income from fulure leases in the light of cuvent market conditions. The fair value also
reflects, on a similar basis, any cash cutflaws that could be expected in respect of tha property. Fair value of
invesiment property excludes prepaid or accrued operating lease income, which is recognised as a separate
liability or asset in the consalidated financial staterments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Investment property that Is being redeveloped for confinuing use as investmeant property or for which the market
has become less active conlinues 1o be measured al fair value. Rental income eamad is recorded in the
Consolidated Statement of Profit or Loss and Other Comprehensive Income of the Graup. Gains and losses
resulting from changes in the fair value of Investment properly are recorded in the Consolidated Statement of
Profit or Loss and Other Comprehensive Income of the Group and presented separately.

Subsequent expenditure is capitalised only when it is probable that future economic benefits assoclated with the
ltern will flow 1o the Group and the cost of the itemn can be measured raliably. All other rapairs and maintenance
costs are charged to the Consolidated Statemant of Profit or Loss and Other Comprehensive Income of the
Group during lhe financtal periad in which they are incumed. If an investment property becomes owner-
occupled, il is reclassified lo property, plant and equipment, and its camying amount at the date of
reclassification becomes its deemed cost to be subsequently depreciated.

The fair value of investment property is determined annually by indepandent appraisers, who hold a recognised
and relevant professional qualification and who have recent experience in valuation of property of similar
localion and category.,

Trade receivables and advances pald

Trade receivables and advances paid include prepayments for construction works, rent and other receivables.
Receivables and prepayments are carmied at amortised cost. Where there is evidence that it is probable that any
part of the receivables or prepayments is not recoverable in full in accordance with contractual terms, a
provision for the unrecoverable amount is recognised.

Deferred lease commissions

Deferred lease commissions are recognised as an expense in the Consolidated Siatemant of Profit or Loss and
Other Comprehensive Income of the Group on a straight-line basis over the lease term and are presentad at
cost

Cash and cash equivalents
Cash and cash equivalents include cash in hand and deposits held at call with banks. Cash and cash
equivalents are items that can be converted into cash within three months or less. Amounts, which relate Io
funds that are of a restricted nature, are excluded from cash and cash equivalents. Cash and cash equivalents
are carmied at amortised cost.

Borrowings

Borrowings are non-derivative liabilities. The borrowings are initially recognised at fair value and are accounted
for at amortised cost using the effective interast method over the term of tha loan. On inception, any difference
between the fair valug of the borrowings from related partles at initlal recognition and the proceeds received is
recognised direclly in shareholder's equity. Borrowing costs thal accrue on loans are initially capitalised during
the period of construction and included as part of property development costs.

Accounts payable

Accounts payable are accrued when the counterparty has performed its cbligations under the contract and ars

carried at amortised cast.

Deferrad income
Deferred income comprisas advance rental payments from lenants and is recognised as renta! income on a
straight-line basis aver the lease term,

Deposiis from tenants
In accordance with lease agresments, deposits from lenants are considered to be sacurity deposits for lease of
residential property. Depaosits from lenants are camiad at amortised cost.

Share capital
Ordinary sharss are classified as shareholder's equity.

Additional paid-in capital

The unconditional additional capital coniribution made by the immediate shareholders is recognised as an
addittonal paid in capital. Such additional paid-in capital is made for no consideration, is non-refundable, non-
interest bearing and gives the Immediate shareholders no rights to a share in the capital or assets of the Graup
or rights as those members in the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —~ CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Dividend distribution
Dividend distribution 1o the Company's shareholders is recognised as a liability in the Group's consolidated
financial statements In the year in which they are approved by the Company's shareholders.

Income taxes

Income taxes have been provided for in the consolidated financial statements in accordance with Irish and
Russian legislation enacted or substantively enacted by the end of the reporting pericd, The income tax charge
comprises current tax and deferred tax and is recognised In the Consolidated Statement of Comprehensive
income and Other Comprehensive Income of the Graup except If it Is recognised directly in shareholder's equity
because It relates to iransactions that are also recognised, in the same or a different period, direclly in
shareholder's equity.

Current tax is the amount expacted 1o be paid to or recovered from the taxation authorities in respect of taxable
profits or josses for the current and prior periads. Taxable profits or lossas are basad on estimatas if the
consolidated financial statements are authorised prior to filing relevant tax returns.

Deferred Income tax is provided using the balance shest lability method for tax loss carry forwards and
temporary differences ansing between the tax bases of assats and liabliitles and thekr carrying amounts for
financlal reporting purposes. Deferrad tax balances are measured al tax rates enacted or substantially enacted
at the end of the reporling period that are expected to apply to the period when the temporary differences will
reverse or the tax loss carry forwards will be utilised. Deferred tax assets for deductible temporary differences
and lax loss carry forwards ara recorded only to the extent that it is probable that future taxable profit will be
available against which the deductions can be utilised,

Il eases
When assets are leased out under an operating lease, the lease payments receivable are recognised as rental
income on a straight-line basis over the lease term.

Where the Croup is a lasseg in a lease which does not transfer substantially all the Asks and rewards incidenial
to ownership from the lessar to the Group, the total lease payments are expensed on a siraighi-line basis over
the pericd of ithe lease in the Consclidated Statement of Profit or Loss and Other Comprehensive Income af the
Group and presented within the line administrative expenses.

Revenue and expense recognition

Rental income is recognised in the Consolidated Statement of Comprehensive Income and Other
Comprehensiva Income of the Group on a stralght-ine basis over the lease term. Rental revenue received in
advanca is racognised as deferred income in the Consolidated Statement of Financial Position, All other Income
and expense items are generally recorded on an accruals basis by reference io completion of the specified
transaction assessed on the basis of the actual service provided as a proportion of the total services to ba
provided.

Provisions

Provisions are recognised when the Group has a present obligation {legal or constructive) as a resuit of a past

event, il Is probable that an outflow of resources embedying economic benefits will be required to settle the
" obligation and a reliable estimate can be mada of thé amount of the obligation. * '

Uncollectible asssts are writtan off against the related impaiment loss provision after all the necessary
proceduras to recover the asset have been completed and the amount of the loss has been determined.
Subsequent recoveries of amounts previously written off are credited o the impairment loss account in profit or
toss for the year.

Foreign currency transiation

The funclional currency of the Group is the US Dollars. While the Group's principal activities are carried out In
the Russian Federation, a significant part of the group's operations are conducted n LS Dellars such as ieasing
contracts and borrowing agreements with related parties. All amounts in these consolidaled financial staterments
are presented in thousands of USD, unless otherwise stated.

Transactions denominated In currencles other than US Dollars are ranslated into the functiopal currency using

the exchange rates prevailing at the dates of the transactions. Foreign axchange gains and losses resulting

from the seftiement of such transactions and from the translation at year end exchange rates of monetary -
assets and liabiliies denominated In forelgn currencies are recognised in the consolidated statement of profit or

loss and other comprehensive income of the group. At 31 December 2014 the principal rate of exchange used

for translating Russian Rouble balances was USD 1 = RR 56.2584 for items in the Staiement of Financial

Pusition (as at 31 December 2013: USD 1 = 32.7282) and USD 1 = RR 38.4217 for the Consolidated Statement

of Comprehensive Income and Other Comprehensive Income items {as at 31 December 2013: USD 1 =

RR 31.9063).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2614

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Offsetiing

Financial assats and liabilities are offset and the net amount reported in the Consolidated Statement of Financial
Fosition only when thers is a legally enforceable right to offset the recognised amounts, and there is an intention
to either settle on a net basis, or to realise the asset and settle the liability simuitaneously.

Staif costs and related contributions

Wages, salaries, contributions to the Russian Federalion state pension and sccial insuranca funds, paid annual
leava and skck leave, bonuses, and non-monetary bensfils are accrued in the year in which the associated
services are rendered by the employees of the Group. The Group has no legal or constructive obligation to
make pension or simitar banefit payments beyond the unified social tax or the payments fo the statutory defined
contribution scheme.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

The Group makes estimales and assumplions that affect the reported amounts of assets and lizbilities within
the nexi financial year, Eslimates and judgements are continually evaluated and are based on management's
experence and other factors, including expectations of futura events that are believed to bs reasonable under
the circurnstances. Management also makes certain judgements, apart from those individual estimations, In the
process of applying the accounting policies. Judgements that have the most significant effect on the amounts
recognised in the Consolidated Financlal Statements and eslimate that can cause a significant adjustment to
the camying amount of assets and liabilitles within the next financial year Inciude:

Valuation of investment property

Investment property is stated at its fair value based on reporis prepared by an intemaltional valuation company
at each reporling dals, Due to the nature of the property and lack of comparable market data, the fair value of
invesiment property is estimated based on the income capitalisation method, where the vaiue is estimated from
ihe expeclad future benefits to be generated by the properly in the form of rental income streams.

Management reviewed the appraisers’ assumptions underlying income capitalisation method used in the
valuatlon, and confirmed that factors such as the equivalent yield applied have been appropriately determined
considering the market conditions at the end of the reporling period. The principal assumplions underlying the
estimate of the fair value of the investment property are the equivalent yield and the estimaled rental valus. The
current rental income is based on tha current lease agreements. The estimated rental valug is the rate which Is
cansidered the property would be leased at on the date of vatuation.

The rental value was assumed to USB 34,086 thousand and the equivalent yield was assumed fo 10.25% as at
31 December 2014,

Should this rental value be increased/decreased 10% above and below current estimated rental value and
equivalent yield be increased/decreased by 50 basis points either side, the carrying value of the investmeant
property would vary as follows:

Sensitivity analysis — as at 31 December 2014 Estimated Rental Value in thousand USD
30,677 34,086 37,495
Yield -10% {relative) 0% (relative) +10% (ralative)
9.75% 266,527 323,439 350,351
10.25% 282,765 307,700 333,123
10.75% 269,325 293,411 317,498

The rental value was assumed to USD 33,771 thousand and the equivalent yield was assumed o 9.5% as at
31 Decamber 2013.

Should this rental value be increased/decreased 10% above and below current estimated rental value and
equivalent yield be increased/decreased by 50 basis points either side, the carrying value of the investment
property would vary as follows:

Sensitivity analysis — as at 31 December 2013 Estimated Rental Value in thousand USD
30,394 33,771 37,148
Yield -10% {relative) 0% {relative) +10% {relative)
9.0% 328,674 359,683 390,688
9.5% 311,498 340,625 369,768
10.0% 286,037 323,494 350,946
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ~ CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES -
CONTINUED

Functional currency

The functional cumency of the Group is the USD based on the underlying economic conditions of the Group's
operations. This determination of what the specific underlying economic conditions are reguires judgement. In
making this Judgement, the Group evaluates among other factors the sources of revenue and expenses, the
risks associated with aclivities of the Group and pravision of rental services to forelgn companies and
embassias operating In Russia. Moreover, the majority of the Group's operatiens are denominated in U'SD and
alsa, the USD is the currency in which its business risks and exposures are managed and the performance of its
business is measurad.

Tax legisiation

Russian tax, currency and customs legislation is subject to varying interpretations. Significant judgement is
required in detemining the provision for incoma taxes. There are transactions and calculations for which the
ultimate tax determination is uncertain during the ordinary course of business. The Group recognises liabilities
for anticipated tax issuss based on estimates of whether additional taxes will be due. Where tha final tax
cutcome of these matters is different from the amounts that were initially recorded, such diffarances will impacl
the Income tax and deferred tax provisions in the pericd in which such determination is made. Refer also to
Maote 21,

Relafed party transactions

In the normal course of business the Group enters into transactions with its related partles. Financial
instruments entered Into with related parties are initially recognised based on their fair values. Judgement is
applied in determining if transactions are priced at market or non-market interest rates, where thera |s no active
market for such transactions. The basis for judgement is pricing for similar types of transactions on the open
markst and effective Interest rate analysis.

ADOPTION OF NEW OR REVISED STANDARDS AND INTERPRETATIONS

As of the date of the authorisation of the Consolidated Financial Statements, all Intemalional Financial
Reporting Standards ("IFRS") issued by the Intemational Accounting Standards Board {*|ASB") that are effective
as of 1 January 2014 have been adopted by the EU through the endorsement procedure established by the
European Commission, wilh the exception of certain provisions of |1AS 39 “Financial Instalments: Recognition
and Measuremant” refating to portfolio hedge accounting.

During the year ended 31 December 2014 the Group adopted all the new and revised IFRS's that are relavant
to its operaticns and are effective for accounting periods beginning on 1 January 2014, This adeption did not
have a materia! sffect on the accounting policies of ihe Group.

At the dale of approval of those consolidated financial statements the following financial reporting standards
were Issued by the IASB but were not yet effective:

(i) Adopted by the European Union

New standards and interpretation adopted

. Defined Benefif Plans: Employee Contributions - Amendments to 1AS 19 (issued in November 2013 and
effective for annual periods baginning 1 July 2014)

. Annual Improvements to IFRSs 2012 {issusd in December 2013 and effeclive for annual pericds
beginning on or after 1 July 2014, unlsss otherwise staled below).

. Annual Improvements to IFRSs 2013 (fasved in December 2013 and effective for annual periods

beginning on or after 1 July 2014
. IFRIC 21 - Levies (issued on 20 May 2013 and effective for annual perfods beginning 1 January 20-14).

{if) Not adoptad by the European Union

A brief outline of the likely impact on future financial statements of IFRSs which are issued by the IASB but not yet
effective and have not been adopted in the consolidated financial statements are as follows:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

ADOPTION OF NEW OR REVISED STANDARDS AND INTERPRETATIONS — CONTINUED

. IFRE 8, “Financial instruments®, addresses the classification, measurement and racognition of financial
assets and flnancial liabilities. IFRS 9 was issued In July 2014 and Is subject to EU andorsement. it
replaces the parls of IAS 39 that relate lo the classification and measurement of financial instruments.
IFRS D replaces IAS 38 in its entirety. This final version of IFRS 9 includes requirements on the
classification and measuremant of financial assets and liabilities; it also includes an expected credit loss
model that replaces the incured loss Impaimment model used today. IFRS 9 has three ciassification
categorles for debt instruments: amortised cost, fair valug through other comprehensive income and fair
value through profit or loss. Classlification under IFRS 9 for debt instruments is driven by the entity's
business model for managing the financial assets and whether the conlractual cash flow represenls
solely payments of princlpal and Interest. An entity's business model is how an entity manages its
financial assets in erder o generate cash flows and create value for the entity.

. iFRS 15, 'Revenue from contracts with customers' deals with revenua recognition and establishes
principles for reporing usefJl information to users of financiat statements about the nature, amount, timing
and uncerlainty of revenue and cash flows arsing from an enlity's confracts with customers, Revenue Is
recognised when a customer obtains control of a good or service and thus has the ablllty to direct tha use
and obiain the benefits from the good or service. The standard replaces IAS 18 'Revenus’ and IAS 11
‘Construction contracts' and related interpretations. The standard is effeclive for annual periods
beginning on or after 1 January 2017 and eariier application is permitted subject to EU endorsement.

There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to have a
material impact on the Group. The Group is currenlly assessing the impact of the new standards and
amendments on its consolidated financial statements.

INVESTMENT PROPERTY
The Group The Company
_(in thousands of USD) 2014 2013 2014 2013
Camying value at 1 January 340,625 327,300 340,625 327,300
(Loss)/gain on revaluation of investrent property {33,181) 12,562 (33,181} 12,562
improvements of Investment proparty 256 763 256 763
Carrying value at 31 December 307,700 340,625 307,700 340,625

Valuation pracesses

The Group's investment property were valued at 31 December 2014 by independent professionally qualified
valuers, Jones Lang LaSalle, who hold a recognised relevant professional qualification and have recent
experience in the iocations and segments of the invesiment property vaiued. For all investment property, their
current use equates 1o the highest and best use.

The Group's finance department includes a team that reviews the valuations performed by tha independent
valuers for financial reporting purposes. This team verifies all major inputs to the Independent valuation report,
assesses property valuation movements compared to prior year valuation report, and holds discussions with the
independent valuer. - . : :

Valuation approach

There are no observable Inputs lo determine the fair value of the asset and thersfore the fair value
measurement was classified as Leval 3. The whole balance was classified as Level 3, no reclassifications
between categories were made during the year {2013: nil). The valuation was determined using discounted
cash flow ("DCF”) projectlons based on significant unobservable inputs. These inputs Include:

. Future rental cash inflows based on actual Jocation, type and quality of the properties and supported by
the terms of any existing lease, other contracts or external evidence such as cument market rents for
similar properties;

. Discount rates reflacting current market assessments of the uncertainty in the amount and timing of cash
flows;

. Estimated vacancy rates based on current and expected future market condilions after expiry of any
current lease;

- Maintenance costs including necessary invesiments to maintsin functionality of the property for its
expected useaful life;

. Capitalisation rates based on actual location, slze and quality of the properties and taking into account
market data at the valuation date;

. Terminal value taking into account assumptions regarding mainlenance costs, vacaney rates and market
rents.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

INVESTMENT PROPERTY — CONTINUED

The estimated rental value is based on curent lease agreement and amounts to USD 34,086 thousand per
annum. For expiring leasas a one month void period was applied and for vacant properties a three month void
period. Non-recoverable costs were taken into account as well as a 2% Fumniture Fixture and Equipment
reserve.

The valuation reflacts the equivalent yield of 10.25%, an initial yleld of 9.42% and a reversionary yield of
10.20%.

For a sensitivity analysis (up and down 10%) with respect to eslimated residual value and equivalent yield refer
to paragraph “vaiuation of Investment property” of Critical Accounting Estimates and Judgements in Applying
Accounting Policies —~ Note 5.

As at 31 December 2014, the investmant property of the Group with a fair vaiue of USD 307,700 thousand
{2013: USD 340,625 thousand) was pledged as a collateral to secura the Group's and Group parent’s barrowing
(2013: Group parent's borrowings from UniCredit Bank Auslria AG and ZAO Unicredit Bank).

As at 31 December 2014 and 2013, investmant property was slated at falr value including land lease rights.

Where the Group is the lessor, the future minimum lease payments receivable under non-cancellable operating
leases are as follows:

31 Becernber 31 December

(in thousands of UJSD) 2014 2013
Mot later than { year 23,239 26,552
Later than 1 year and not later than 5 years 28,918 34,387
Later than 5 years 3,903 15.684
Total oparating lease payments receivable 56,060 76,623
INVESTMENT IN SUBSIDIARY

As at 31 December 2014 and 31 December 2013, details of the Company’s subsidiary are as follows:

Nature of Country of Percentage of Company's Cost
Name business registration direct halding ownership (in thousands of USD}
31 December 31 December 31 December 31 December
2014 2013 2014 2013
Pokrovsiy
Hills Realty
Limited Real estate Cyprus - 100% - 106
Total investment in Subsidiary - 100% - 106

- On 17 June 2014 the subsidiary, Pokrovsky Hills Realty Limited, was voluntarlly waund up and dissolved.

TRARDE RECEIVABLES

Trade receivables in the amount of USD 167 thousand oulstanding at 31 December 2014 {Company:
USD 167 thousand) and in the amount of USD 295 thousand outstanding at 31 December 2013 (Company:
USD 295 thousand) have contractual maturities of less than ane year and are nelther past due, nor impaired
and are collaterised by the deposits from tenants {Refer {o Note 11).

Trade raceivables are denomlnated in US Dollars and Russian Roubles. As at 31 December 2013, the trade

recaivables of the Group with a fair value of USD 295 thousand were pladged to secure the Parent's borrowings
from Unicredit Bank (Austria) AQ.

CASH ANB CASH EQUIVALENTS

The Group The Gompany
31 December 31 December 31 Decamber 31 December
{in thousands of USD) 2014 2013 2014 2013
Current accounis with banks 17,497 9,734 17.497 9,486
Total cash and cash equivalents 17,497 9,734 17,497 9,486
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

CASH AND CASH EQUIVALENTS — CONTINUED

The analysis by credit quality of cash and cash equivalenis is as follows:

The Group The Company

31 December 31 Docember 31 December 31 December
(in thousands of USD} 2014 2013 2014 2013
Foreign banks
Deutsche Bank (Germany) - 248 - -
Unicradit Bank (Austria} 10,003 7.460 10,003 7.460
Qalar National Bank {Qatar) 169 - 165 -
Russian bank
JSC VTB Bank (Russia) 8,927 - 6,927 -
Russian subsidiary of foreign bank
ZAQ Unicredit Bank {Russia) 398 2,026 398 2,026
Total cash and cash equivalents 17,487 9,734 17 497 9,486

As of 31 Dacember 2014, JSC VTB Bank (Russia) and ZAO Unicredit Bank {Russia} has the long-term Fitch
rating of BEB-, Unicredit Bank (Austria) has the long-lerm Fitch rating of BBB+ and Catar National Bank {Qatar)
has the long-ferm Fitch rating of AA-, As of 31 Decamber 2013, ZAO Unicredit Bank (Russia) has the long-term
Fitch rating of BBB, Unicredit Bank (Austria) has the long-term Fitch rating of A and Deutsche Bank (Germany)
has the long-term Fitch rating of A+. None of the balances were past due or impaired.

As at 31 December 2014 and 2013 the Group held cash and cash equivalenis in Russian Roubles and US
Doliars as follows:

Tha Group The Company
31 December 31 December 31 Pecember 31 December
(in thousands of USD) 2014 2013 2014 2013
Russian Roubles 1,294 2,026 1,284 2,026
US Dolfar 16,203 7,708 16,203 7,460
Total cash and cash equivalents 17,497 9,734 17,497 9,486

DEPOSITS FROM TENANTS

Deposits from tenants are represented by deposits which are held as collateral until all the settlements on rent
agreemants between the Group and tenants are finailised. These deposits have zero nominal interest rates.

The following table presents the maturities of undiscounted cash flows on deposits from tenants, which is based
on the analysis of the minimum periods before the final setfiements on rent agreements between the Group and

tenants are finalised:

The Group The Company
31 December 31December 31 December 31 December
{in thousands of USD) 2014 2013 2014 2013
Within 1 year 2,246 2,081 2,246 2,081
From 11a 5 years 1,138 1,579 1,138 1,578
Total deposits from fenanis 3,384 3,660 3,384 3,660

As at 31 December 2014 and 2013 the Group held deposits from tenants in Russian Roubles and US Dolars as
follows:

The Group The Company
31 December 31 December 31 December 31 December
{in thousands of JSD) 2014 2013 2014 2043
Russian Roubles 603 629 803 62¢
US Dollar 2,781 3.031 2,781 3,031
Total deposits from tenants 3,384 3,660 3,384 1,660
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

BORROWINGS FROM RELATED PARTY

The Group The Company
31 December 31 December 31December 321 December
{in thousands of USD) 2014 2013 2014 2013
Barrowings 17 90,147 17 90,147
Interest accrued - 560 - 569
Total borrowings from related party 17 an,716 17 80,716

In November 2014 substantially ail borrowings from rofatad party were repaid.

BORROWINGS
The Group Tha Company
31 December 31 December 31 December 31 December
(in thousands of USD) 2014 2013 2014 2013
Borrowings 91,100 - 91,100 -
fnterest accrued 510 - 510 -
Total borrowings 91,610 - 91,610 -

On 15 October 2014, the Group and Its parent signed a facility agreement with VTB Capital pic. in the tolal
amourit of USD 180,000 thousand on a combined basis. USD 91,100 thousand under this agreement can be
requested by the Group that was done as of 31 December 2014. Purpose of the facilty agreement is to
refinance borrowings attracted from the related party. Maturity date of the borrowings is 15 October 2019,

Interest rate is 6.5%.

Maturity analysis of borrawlngs and bomowings from related party (undiscounted cash flows) are as follows:

The Group The Company
31 December 31 December 31 December 31 December
{in thousands of USD) 2014 2013 2014 2013
Within 1 year 6,440 10,054 6,449 10,054
From 1to § years 114,786 40,218 114,788 40,216
Moreg than 5 years - 109,837 - 109,837
Total borrowings 121,235 160,107 121,235 160,107

DEFERRED INCOME

Deferred income as at 31 Decembaer 2014 amounting to USD 7,897 thousand (Company: USD 7,897 thousand)
and corespondent balance as at 31 December 2013 amounting to USD 9,572 thousand (Company:
USD 8,572 thousand} consisls of advance payments from tenants, which have maturity of less than one year
and are denominated in US Doflars and Russian Roubles, :

ACCOUNTS PAYABLE
The Group The Company
31 December 31 December 31 Decomber 31 December
{frr thousands of USD) 2014 2013 2014 2013
Accounts payable within 1 year 1,081 803 1,081 803
Tatal accounts payable 1,081 803 1,081 803

Accounts payable are denominated In US Doflars and Russian Roubles.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

SHARE CAPITAL, ADDITIONAL PAID-IN CAPITAL AND DIVIDENDS

As at 31 December 2014 and 31 December 2013, the authorised issued and fully paid share capital of the
Group comprises;

Number of Nominal Carrying value

ordinary amount in in thousand of

The Company and the Group shares Euro uspD
Ordinary shares — presented as aquity 10,000 1 12
Total issued and fully paid share capital 10,000 1 12

Share capital is stated in US Duoilars at the exchange rate al the date of payment.

Additional paid In capital

The unconditional additional paid in capltal was made by the immediate shareholders for no consideration, is
non-refundable, non-interest bearing and glves the immediate shareholders no rights to the share in the capital
or agsels of the Group or rights of the same kind as those of members in the Group. As at 31 December 2014,
the amount of the additional paid in capital was USD 12,430 thousand (31 December 2013:
LUSD 12,430 thousand).

Dividends
During the year 2014, the Company daclared and paid dividends of USD 692 per share (2013: USD 1433 per
share) amounting to USD 6,918 thousand (2013: USD 14,325 thausand).

REVENUE

(in thousands of USD) 2014 2013
Rental income 31,973 31,854
Service and management charges 6,525 6,776
Qther 353 529
Total revenue 38,851 34,158

The Group leases out 207 housing units to lenants based on terms of the underlying rent agreements. The
lease terms are between two and five years. in accordance with the provisions of the rent agreements some of
the tenants have the right to terminate the rent agreement after a certain period of time, stipulated in the
agreement, afler providing the Group wlth advance notice, or to exercise a one-time lermination option on a
particular day stipulated in the agreement.

COST OF SALES

(In thausands of USD} 2014 2013
Maintenance and utilities 3,974 5,385
Management services : . 971 963
Management fee a78 875
Taxes cther than incoma 798 978
Land lease 135 123
Insurance ag 75
Others 297 -
Total cost of sales 7,152 8,399

Taxes other than income represant property tax expense for the year ended 31 December 2014 and
31 Dacember 2013,

Hines Intematicnal Inc. (a former shareholder of the Group) provides management servicas to the Group
according to a Praperiy Management Agreement and charges respective fees for management of the Group's
residential properly disclosed in the line "Management fee” in the table above. Under the agency agreement, the
Group agreed to reimburse to Hines International tnc. all reasonable costs incurred by Hines Intemational fnc.
The total ameount of these reimbursable costs Is disclosed in the line "Management sarvices” in the table above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

ADMINISTRATIVE EXPENSES

(in thousands of LISD) 2014 2013
Expenses related to subsidiary liquidation 367 -
Telephone and communications 198 52
Mon-recoverabla VAT 179 277
Professional services 141 233
Consulling fae a8 30
Representalive expanses 59 78
Bank charges a7 as
Office expenses 10 -
Other administrative expenses 5 216
Total administrative expenses 1,084 925

Remuneration for all work canied out for the Company by the statutory auditor include:

{In thousands of USD) 2014 2013
Audit of individual accounts {including expenses) 14 14
Total auditors’ remuneration 14 14

The Company has no employees (2013: nil). Accounting and corporate services hava been oulsourced to the
Administrator, TMF Administration Services Limited.

INCOME TAX

Corporation tax expense comprises the following:

{(in thousands of USD) 2014 2013

Russian Federation:

- cument tax charge (4,085) (4,058}
- defemed taxation 6,661 (3.508)
Cyprus: .

- oumrent tax chamge - {1}
Income tax credit! [charge) 2,576 {7,567)

The Group is subject to income tax on taxable profits at the rate of 20% in the Russian Federation. A
racongilialion between the expected and the actual texation charge is provided below. The applicable tax rate is
calculated as a percenlage of the theoretical tax {charge)credit over the IFRS profit bafore taxation of the
Group whare the thearatical tax charge is calculated as 20% of the profit made by the Group.

The tax on the Group's profit before tax for the year differs from the thecretical amount that would arise using
the applicable tax ratas as follows:

(in thousands of US0) 2014 2013
{Loss)/profit before tax {13,051) 32,470
Theoretical tax credit{charge) — Russlan Federation * 2610 (6,494}

Tax effect of items which are non tax deductible ar taxable in Russian Federation:

- Non-deductible interest on bormowings - {840)
- Other non-deductible expenses (34) {240}
- Allowances and income not subject to tax - B

Tax effect of items which are non deductible or taxable in Cyprus:
- Special defense conbibution - (1)
Income tax cradit/{charge) 2,576 {7,567)

* Revenue of the represantative office in Moscow is exempt from Cyprus corporate laxes
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ~ CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

INCOME TAX — CONTINUED
Differences between IFRS and Russian statutory taxation regulations give rise lo certain temporary differences

between the camrying amount of certain assets and liabilities for financial reporting purposes and for profits tax
purposes. The tax effect of the movement on these temporary differences is recorded at the rate of 20%.

The Company 31 December 31 Decemher 31 December

{in thousand of LJSO) 2012 Movement 2013 Movement 2014

Tax effect of taxable

differences

Investment property {51,230) {3,540} (54,770} 6,661 {48,109}
Deferred tax liability, net {51,230} (3,540) {54,770} 6,661 (48,108}
The Group 31 December 31 December 31 December

(in thousand of USD) 2012 Movement 2013 Movement 2014

Tax effect of taxable

differences

Invesiment property {51.262) {3,608} (54,770) 6,661 (48,109)
Defarred tax liability, net {51,262) (3,508) {54,770} 65,661 (48,109)

The movement in the deferred tax liahility mainly relates to the increase of the falr value investment property
and differences relatad to Russian fax depreciation. Refer to Note 7.

FINANCIAL RISK MANAGEMENT

The risk management function within the group is carried out in respect of financial risks (credit, markat,
currency, fiquidity and interest rate}, operational risks and legal risks. The primary objactives of the financial risk
managemeant function are to establish risk limits, and then ensure that exposure to risks stays within these
fimits. The operational and legal risk management functions are intended to ensure proper functioning of
internal policies and procedures to minimise operational and legal risks.

Credit risk
The Group is exposed to credit risk which is the risk that a counterparty will be unable to pay all amounts in full
when due.

The Group does not use formalised internal credit ratings to monitar exposures to cradit dsk. However,
management reviews the overdue status of irade receivables on a guarterly basis and assesses the probability
of insclvency or significant financial difficulties of the debtor. Management follows up an past due balances and
in the case of non-performing frade receivables offsets the related receivable with the tenant guarantee
deposits raceived at the inception of the lease.

The Group's maximum risk expasure to cradit Ask is as follows:

31 December 31 December

{in thousands of USD) 2014 2013
Cash and cash equivalents {Note 10} 17,497 §,734
Trade receivables (Mota 9} 167 295
Total maximum credit risk exposure 17,664 14,029

Management belleves that the Group is not exposed to significant credit risk since most of the tenants are
cradible legal enlities and individuals with good credit histery and financlal position and all of the rent
recelvables are collaterised by the deposits from tenants,

Credit risk concentration

At 31 December 2014, the Group holds 57% of cash balances in Unicredil (Austria), 40% of cash balances in
JSC VTB Bank {Russia), 2% of cash balances in ZAO Unicredit bank (Russia), 1% of cash bafances in Qatar
Naticnal Bank (Qatar) (2013: 23% of cash balances in Unicredit (Austria) and 77% of cash balances in Unicredit
{Russia)}.

During 2014 and 2013 the Group was not exposed to concentration risk In respect of specific customers, since
its revenues are generated from the leasing out of a 207 unit multi-family complex to various customers.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

FINANCIAL RISK MANAGEMENT ~ CONTINUED

Narket risks

Market risks arise from open positions in foreign curmmencies and interest bearing assets and liabilities, all of
which are exposed to general and specific market movements.

Currency risk

Foreign exchange risk is the risk that the value of financial instruments will fluctuate due to changes in foreign
currency exchange rates. The Group is exposed to effects of fluctuations in the prevailing foreign currency
exchange rates on its firanclal position and cash flows. The Group reviews ifs foreign cumency position on a
regular basis and negotiates and structures its financial instruments to minimise the currency gap.

The table below summarises the Group's exposure to foreign currency exchange rate risk at the end of the
reporting period:

At 31 December 2014 At 31 December 2013
Net balance Net balance
Financial Financial sheet Firancial Financial sheet
{in thousand of USD) assets liabillties position assets labilities position
Russian Roubles 1,354 {670} 684 2115 (1,477} 638
S Dollars 16,310 (94,751} (78.441) 7914 {85,430) (87.516)
Total 17,664 [95,421) {77,757) 10,029 {96,907) {86,878}

The following table presents sensitivities of Statement Comprehensive Income and Qther Comprehensive
income and equity to reasonably possible changes in exchange rates applied at the end of the reporting pericd
ralative to the functional currency of the Group, with all other variables held constant:

31 December 2014 31 Becember 2013
Impact on Impact on

profitor  Impact on profitor  impact en
{in thousands of USD) loss equity loss equity
Russian Roubles strengthening by 25% {2013:
strengthening by 25%) {137} (137) (253) {253}
Russian Roubles weakening by 25% (2013:
strangthening by 25%) 228 228 422 422

Interest rate risk
Interest rate sk arises due to the effects of flucluations in the prevailing levels of markel interest rates on the

financial position and cash flows of the Group. Cash tow Interest rate risk is minimised through bormowing from
related parties at a fixed rate.

The Group maonitors interest rates for its financial instruments. The Group does not have formal paolicies and
procedures in place for management of interest rate risks as management considers this risk as insignificant te
the Group's business.

The Group does not apply hedge accounting and has not entered into any hedging amangements in respect of
its foreign currency obligations or inlerest rate exposures.

During 2014 and 2013, the Group did not hold inferest-earning financial assels, except current accounts in
banks which eamn less than 1% interest rate per annum.

The table presents the aggregated amounts of the Group’s financial assets and liabililies al carrying amounts,
categorised by the earlier of contraclual interest repricing or maturity dates,

On demand More than
The Group and less than  From 1to 1 year butless More than
{in thousand of (JSD) 1 month 12 manths than § years 8 years Total
31 Decemher 2014
Total financial assets 17.497 167 - - 17,664
Total financial Habilities {527) (3,784) (91,100} - {95,421}
Net Interest sensitivity gap at
31 December 2014 16,970 (3,627) {21,100) - {77,757}
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FINANCIAL RISK MANAGEMENT — CONTINUED

On demand More than
The Group and less than From 1 to 1 year but less Moare than
_{in thousand of USD) 1 month 12 months  than 5 years 5 years Total
31 December 2013
Total financial assets 9,734 205 - - 10,029
Total financial liabiliies - {14,118) {1,579) {81,210) {96,907)
Net interast sensifivity
gap at 31 December 2013 8,734 {13,823) {1,579) (81.210) (86,878)
On demand More than
The Company and less than From 1 to 1 year but less More than
(in thousand of USD) 1 month 12 months  than 5 years 5 years Total
31 December 2014
Total financial assets 17,497 167 - - 17.664
Total finarcial liabilities {527) {3,784} (91,100) - (95,4213
Net inferest sensitivity
_gap at 31 December 2014 16,970 (3,627} {91,100) - {77,757}
On demand Mocre than
The Company and less than  From 1 to 12 1 year but less More than
{in thousand of USD) 1 month months  than 5 years 5 years Total
31 December 2013
Total financial assels 0,486 295 - - 9,781
Total financlal liabilitias - {14,118) {1,579} (81,2101 (56.,907)
Net interest sensitivity
_gap at 31 December 2013 9,486 {13,823) (1,579} {81,210} {87,126)

During 2014 and 2013, the Group did not have any financial Instalments with floating interast rates. Therefore,
the Group was not exposed to interest rate risk.

Price risk
The Group exposed to property price and property rentals risk. The Group has no formalised policles in place to
monitor the change in the market prices.

Liquidity risk

Liquidity risk is defined as the risk thal an entity will encounter difficulty in meeting obligations associated with
financial liabilities. The Group manages iis liquidily risk by maintaining sufficient cash and cash equivalents to
enabie it to meet its normal operating commltments. Management believes that the Group was not exposed to
significant liquidity risk at 31 Dacember 2014 and 31 December 2013.

For malurity analysis of financial liablfities, please, refer 1o Notes 11 and 12. The amounts disclosad in these
notes are all financlal liabilities disclosed based on contractual undiscounted cash flows and remaining
contractual maturity. Such undiscounted cash flows differ from the amount included in the Consolidated
Statement of Financial Posilion because the amount in the Consolidated Statement of Financial Position is
based on discounled cash flows.

Capital management
The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going
concern in order to provide returns tn the shareholders, o protect the interests of the stakeholders and to
maintain an optimal capital strueture, including by reducing the cest of capital. To these effects, the Group may
adjust the amount of dividends paid to shareholders, retum capital to sharsholders, Issue new shares ar sell
assets to reduce debt.

The capital risk is monitored by the parent company and assessed based on a gearing ratio. The gearing ratio
is calculated as net debt divided by tolal capital. Net debt Is calculated as total liabilities less cash and cash
equivalents. Total capital is calculated as equity plus net debt.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

CONTINGENCIES AND COMMITMENTS

Legal proceedings

From lime to time and in the normal course of business, claims against the Group may be received. On the
basis of its own estimales and both internal and professional advice management s of the opinion thal na
material losses will be incurred in respect of claims and accordingly no provision has been made in these
consolidated financial statements. As at 31 December 2014, the Group was not engaged in any legal
proceedings.

Tax legisiation

The fax law and practice in Russla in relation to application of DTT benafits is still evolving, including in relation
to the beneficial ownership concept. Depending an how this would develop, significant tax risks could arise in
tha futura,

Amended Russlan transfer pricing legistation took effect from 1 January 2012. The new transfer pricing rules
appear to be more technically elaborate and, to a certain extent, better aligned with the international transfer
pricing principles developad by the Organisalion for Economic Cooperation and Development (OECD). The new
legislation provides the possibility for tax authorities to make transfer pricing adjusiments and impose additional
tax liabilities in respect of controlled transacltions {transactions with related partles and some types of
transactions with unrelated parties), provided that the transaction prics Is not arm’s lengih.

Management belleves that its pricing palicy is amm's length and it has implemented internal controls to be in
compliance with the new transfer pricing legistation.

Given that the practice of implementation of the new Russtan transfer pricing rules has not yet developed, the
impact of any challenge of the Group's transfer prices cannot be reliably estimated; however, it may be
significant ta the financial conditions andfor the overall aperations of the Group.

Capital expenditure commitments
As at 31 December 2014 and 31 December 2013, the Group has no significant contractual capital

commitments.

Operating lease commitments
Where the Group Is the lessee, the future minimum lease payments under non-cancellable operating leases are

as follows:

_{in thousands of USD) 2014 2013
Not later than 1 year 93 122
Later than 1 year and not later than 5 years 278 420
Later than 5 years 3,998 3,625
Total cperating lease commitments 4,370 4,237

FAIR VALUE OF FINANCIAL INSTRUMENTS

Falr value measuremenls are analysed by level in the fair value hierarchy es follows: (i} level one are
measurements al quoted prices {unadjusted) in active markets for identical assets or Rabilities, (i) level two
measurements are valuations techniques with all material inputs observable for the asset ar liability, either
directly (that is, as prices) or indireclly {that is, derived from prices), and (i} leve! three measurements are
valuations not based on observable market data (that is, unobservable inputs).

Management applies judgement in categorising financial instruments using the fair value hlerarchy. If a fair
value measurernent uses observable inputs that require significant adjustment, that measurement is a Level 3
measuremant. The significance of a valuation input is assessed against the fair value measuremant in its

entirety.

Recurring fair valus measurements are those that the accounting standards require or parmit in the Statement
of Financial Position at the end of each reporting period. Management measures investment property at fair
value (Level 3).
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NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS — CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2014

FAIR VALUE OF FINANCIAL INSTRUMENTS — CONTINUED

Fair values analysed by level in the fair value hierarchy and carrying value of assets not measured at fair value
are as follows:

Fair values as at 31 December 2014 in thousands of

LUSD (Group) Level Carrying value  Fair value

Cash and cash equivalents {Note 10) 2 17.497 17,497

Trade receivables (Note B) 3 167 167

Borrowing (Note 12} 3 (91,627) (91,627}
Deposits from tenants (Mote 11} 3 (3,384) (3,384)
Accounts payahle (Note 14} 3 (1.081) {1,081}
Fair values as at 31 December 2014 in thousands of USD

{Company) tLevel Carrying value  Fair value

Cash and cash equivalents (Note 10) 2 17,497 17 497

Trade receivables (Note 9) 167 167

(91,627)  {91,627)
(3,384) (3,384)
(1,081) (1,081)

Bommowing (Nole 12)
Deposits from tenants (Note 11)
Accounts payable (Nole 14)

W W W W

Fair values as ai 31 December 2013 in thousands of USD
{Group} Level Camrying value  Falr value

Cash and cash equivalents {Mote 10} 2 9,734 8,734

Trade receivables {(Nots 9) 3 295 285

Borrowing from related parlies {Note 12.1) 3 {90,716} (90,716)
Deposils from tenants (Note 11) 3 {3,660} {3.660)
Accounis payable (Note 14} 3 (903) {903)
Fair values as at 31 Becemnbear 2013 in thousands of USD

{Company) Level Carrying value  Fair value

Cash and cash equivalents {Note 10) 2 6,609 6,609

Trade receivablas {(Note 9} 3 559 559

Borrowing from related partias (Note 12.1) 3 (90,450) {80,450}
Deposits from tenanis (Nota 11) 3 {3,293) (3,293)
Accounts payable {Nofe 14) 3 (1,082) {1,082)

RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the abillty lo control the other party, is under common
conirel, or can exercise significant Influence over the other party in making financial or oparational decisions. in
considering each possible related party relationship, attention is direcied to the substance of the relationship,
nat merely the legal form.

During the year, the Group entered into ransactions with related parties. The gutstanding balances at the year-
end and the income and expense for the year with related parties are as follows:

{in thousands of 1J50) 2014 2013
Entities under cormamon conirol

Borrowings from related parties (Note 12) 17 90,716
Interest expenses 0,541 10,054
Advances received from shareholders 10 10

Key management remuneration and management sarvices

The Group doss not pay any remunaralion to the key management of the Group. Hines International Inc. {a
former shareholder of the Company) provides management services for the Group according lo a property
management agreement. During 2014, Hines intermational Inc. charged USD 878 thousand of management
faes for management of the Group's residential property (2013: USD 875 thousand).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — CONTINUED
FOR THE YEAR ENDED 31 DECEMEER 2014

RELATED PARTY TRANSACTIONS — CONTINUED

Borrowings from relatad parties

On 17 December 2002, the Group signed a loan agreement with Pokrovsky Finance Company Limited (a
related parly, company under comman control of the ultimate controlling party) in the total amount of
USD 90,147 thousand lo refinance a loan from BNP Paribas. This loan was fully repaid in 2014,

Assets pledged

As at 31 December 2014, the investment property of the Group were pledged as a collateral to secure the
Group's and Group parant's borrowings. Refer to Notes 7 and 12.2.

PERSONNEL AND DIRECTORS' REMUNERATION

The Group has no emplayees (2013: nil), The Group does nat pay remuneration to the diraclors {2013: nil).
Hines Intermational Inc. provides management services and charged for the year ended 31 December 2014
fees in the amount of USD 878 thousand (2013: USD 875 thousand).

EVENTS AFTER THE END OF THE REPORTING PERIOD

The Group declared dividends of USD 6,918 thousand in the period betwean 31 December 2014 and the date
of approval of thess consolidated financial statements.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and by the Board and authorised for issue on 10 June 2015,
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