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DIRECTORS' REFORT

Principal activity

The Group's principal activity is residential development in Saint-Petersburg metropolitan ares and
Maoscorw meétropolitin urea.

Statement of Direciors” responsibilities

Thé directors are. résporisible for prepiring the Directofs" Repiont and the consolidaféd financidl
staferments in accordanze with applicable law and regulitions.

Comipany law requires the directois 1o firepare finaficial statements for each financial year. Under
that law they have elected to prepare the financial statements in sccordance with International
Financial Reporting Standurds and applicable law.

The financial siatements are required by law to give a true and fair view of the state of affairs of the

compiniy anid of thie profit or loss of the company for that périod.
In preparing these financial statements, the directors=are required o

m  sslect suitable aocounting policies and then apply them consistently;
u make judgniedts snd estiniates that are reasonabls and prudent;

W gtife whethier applicable accounfing slandands have been followed, subject to any miberiil
departures disclosed anid-axplainied in the financiil statsments; and

m  Prepare the financial stateméils on the going cohcem basis unless it is inuppropriate o presums
that the company will continge in business.

The directors are responsible for keeping proper agoounting records which disclose with reasonable
accuracy at any time the financial position of the company and to enzble them to ensuie that the
findnicial statements comply with The Companies (Guerhsey) Law, 2008. They have general
respansibiliy for taking suih Steps as are reasonably open fo them fo safeguard the assets of the-
company and to prevent and detect fraud and other irregularities.

Disclosyreof information to-Awditors:

"The Diredtors confirm that so faras they are aware, there i3 no information relevant to the audit of
whl:h-ﬂ;’u-ﬂmnpanﬂa auditors are unaware, The Disectors wlso confirm that they have ta]i'-'df all
steps they onght to have taken as diféctors fo make themselves awarg af any information relevint to
the audit and fosstabilish that the Company's audifors are awilre of thét information.

$“L— <3 m-y-.:-ﬁ

Peter Touzeau

Diréctof




Etalov Frowp Limired
Canyolidmied Sraement of Comprahansive fncome for the year ended 1/ Decebar 2010

min RUB Mote 2010 2000
Revenae ¥ 20316 20193
Coat ol sales {11 078) {11 023)
Gross profit LR %70
Generl arsd admilalétrailve experises g {2047 {1 4405
Selling experaes 51 1] (1s1y
Otthérexpensis, net 10 [Ty (196)
Rizubts frop Speraling dcthvitibs ; [ . 7 403
Finasice income: 12 284 245
Finapce costs 12 © (BET i1 04
‘Wel Mnance tosts %HE' EE?E
Ehare of profit of equity nccounted investees (net of income tax) r 2
Frofit before ineome tax &2 B 281
Inoine L Expense I3 {1 355) {1.434]
Froflt for the year ; 4 a&h 5 147
Total comprebensive income for the year 4 687 5 147
Profit atiributable 16: s 7
Chamirs of the Company A BLE A 936
MNon-zontralliing Intarest a9 21 .
Frafit for the year 4687 i 147
Telsl comprehensive income aliributable to:
Crmers of the Compary 4 528 4936
Hoa-controlling inierest 55 211
Total comprehensive incoine for the year ' 4 687 5147
Esrulsgs per shaie
Basic and diluted earmings per ghare {thouwsand of RUB) 22 A4 #47

These consolidated financipl staterments weres approved by the: Board of Dirsctorson 15 March

%Mmlmﬁwmww
e T S

Peter Touzean
Director

&
The consclidated stateinent of comprebensive income is to berread in penjunction with the sotes fo, &id
forming part of, the-consolidated Tinancial statements-set out on pages 1 to 55,



mlp RUB
ASSETS

Mom-current assala
Fropény, plant and equblpment
Other long-t#m investmedis
Trada and other recabvables
Duferred taxngasis
Other non-gument asgets
Total mdn-cilFrehi ngyéfy
Corrent sxscts
InweHtbres
Trade and wiher receivables
Short-term Inygstmenis
Cagh and cash eguivalents
Other cilrment ass ets

Total correntRiscis
Total naaets

EQUITY AND LIABILITIES
Egqully
Share capital
Shiré premium’
Retalned parings

Eralen Group Lioied

Convolidared Stafement of Financial Fositon s af 31 December 2010

14
15
1%
16

17
18
1
20

11

Tatal éqiflty attributable fo squity holders of the

Compiny
Monsconlrolling interest
Total equity

Mon-gurrent fakd[ities
Loans and borrowings
Trade and other payablas
Prowvlslons
Deforred tax iabilities
T{ﬂq!-num_l.l_rtpl_ili_:l:i;lﬂ'llﬁl

Current ITabilifies
Loans and borrowings
Trade and other payables
Provisiony

Total currani Habilijies

Total eqisity nd abHities

23
25

16

L~

1010 2009
1 60 1 &2
g 3
Ol BOE
263 1 1186
33 F
2899 3620
25651 26718
3964 1876
341 27
3635 Jdls
1] 24
B33 650 A4 061
36540 37 681
1 1
1.951 1951
10157 5328
12 109 TRIY
455 Pk
12 5a8 B o5l
6 J0r 2512
261 et 7
&1 3
7084 3 877
1-429 3272
14284, 20 558
1189 1933
16 897 75 753
36 549 37 681
"

The consolidated statement of fnancial position is lo be resd in sonfunetion with the netes to, and forming part

af; the consolidnied findncial statements sef it on pages 1146 55,
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mdn RUB Motea

OPERATING ACTIVITIES:

Profit for the year
Adjusimignts for:

Depreciation 14
Gain on dispesal of propedy, plant and equipment

Loss on diaposal of subldles

Share of profit of equity accounted invesless

Finance cost, ngl

Impainment losses on loans given

Income taxepense

Cih from operating sctivitics before chisges 1a working
coplial and provisiens

Change in inveniores

Change In accounts receivable.

Change [n-sceounis payable

Chonges in - provsias 24
Change In other current assets,

Income tax paid

Interest paid :

et eash (used in)/from operating sctivities

TNYESTIMG ACTIVITTES:

Progeads from digposal of non-cument assais
[nferest received

Acquisition ef property, plant and equipment
Loans ghven

Loans repaid

Acquisition of fubsidiaries, net of fash peftined
Dlsposal of subsidiaries, netof cash disposed of
Acquisition of other Investments

‘et eask used in lnvesting activities

FINARCING ACTIVITIES; )
Acquigitlon ol fon-¢ontrolling interest
Proceed 5 from bormoowing s
Repayments of boriowings

Dividends paid

Met cash from/(used in) financing activities

Met increase [n cash and cash equivalents

Cash and cash equivaients at Béginning of vear
Effect of excharigs rate fluctiiations on ¢ash anid dash
eqilvalents '

Cush nd ¢ash equivalents: af ond of year 20

Eialon Group Limdred
Copsolisdated Statemamt of Carh Flows for th yedr ssided 31 December 2000

2010 2005

& GET 147
286 208
i1 {54

5 5

- 3]

W90 771

- T3

1355 1 434
6822 7560
1520 2 59
(201} {B26)
[6655) (6233}
(736} o
(33} (13)
{1083} (504)
(814) (823)
11 184) 2 180,
31 108

o3 159
(329 {221}
(106) {266
Bl 7

a9 17

37 s

e

(553) {155y
{97 L
10,794 8649
(8 620 {E'EH_}
(38) (32

2 039 (1021)
L] 1 0

3 416 2378
(809 4

3 6dG 3416

L]

Thie consolidated statement of cash fows Is to be read In ‘conjunction with the nades 16, and fonming part of, the

consolidatéd fnnncial stolemenis Set ol on pages 11 1o 35,



Nodes 1o e Conzalidsted Finaiciol Simtewsents for The year énded 11 December 2000

1 Background

{a) Organpisation and operations

Etalon Group Limited {Etalon Limited before 19 Jannary 2011, or the “Company™) and its
subsidiariss {together referred to &8 the “Groug™) comprise. Russian open and. cloved joint stick
companies and litited Hability companies as defined in the Civil Code of the Russian Federation
and companies located abroad. The Compeny was incorporated on B November 2007 in the
Bailiwick of Guarnaay.

The Compeny's registered office is located 2t

5t Julian Avenue
St, Peter Port
Gustnsey

a1 WA

The Qriup's prineipal activity s residential developrient in Saint-Potcrsburg metrapelitan arca and
Moscow metropolitan area, ﬂ?uRuubnn Federation,

The ultimate beneficisry shareholders of the Group are members ‘of the family of Mr.
Viacheslay Zarenkov, who owned 63.2% of the Company’s: shares at 31 December 2010 {2009
6TH)

Refated party-transactions sre disclosed in note 30,

{b) Business environmiest

The Group's operatigns are primarily lotited in the Russian Federation. Consequéntly, the Group
is exposed to the economic and financial markets of the Russipn Federation which display
characteristica of an emerging market. The legal, fax end regulatory frameworks comntinue
developrient, but are subject 1o varying interpretations and fréquent changes Wwhich together with
other Tegal and fiscal impediments contribute 16 the challenges faced by entities operating in the
Russian Federation, The consolidated financial stafements management's assessment of the
impact ol the Russian business snvircnment on the operations and the financial position of the
Group. The fiture business environment may differ fron management’s assessment.

2  Basis of preparation

{a) Statement of complinnce

These consolidated financial statements have heen ‘prepared in accordance with International
Financial Reporting Staridards (“IFRSs™), They show a'trie and Tair view unid are in compliaice
with the Companies {Guemsey) Law, 2008,

{b) Busis of measurement

The consolidated financial statemients are prepared on the historical cost basis.



Eralon (Fropp Livdied
Noues tothe Consolidated Financial Siatements for the pear ended 31 Decamber 3010

{¢) Functional and presentation ¢urrency

The nationdl currency of the Russian Federation s the Russisn Roubleé (“RUE™), which is the
Company's functional eurrency and the corrency in which these consolidated financial statements
are presented. All finencial information presented in RUB has been rounded to the nearést million.

(d) Use of estimates and judgmenis

The preparation. of consolidsted financial statements in copformity ‘with IFRSs requires
management 6 mike judgmients, estimalés and assumptions that affect’ the application of
sccounting policies and the: rcp-.ugtnd amonnts:of pssets, liabilities, income and expenses, Actusl
results may differ from,those estimates.

Estimates-and ubderlying:assumiptiofis are feviewed on-an ongoing basis. Revisions to soscuiitinig
eatimates are recognised In the pericd in which fhe estimjates are revised and in. any future periods
affected,

Infermation sbout eritical judgments in applying anmmim}g policles that have the most significant
effect on the amenas tecogiised in the mmliduml firanclal datements; as well a8 information
about assumptions end estimation uncertainties thet haye a significant risk of resulting in a material
adjustment within ﬂw-nml?;nmn‘ia'i year is included in the following notes:

o Note § - revenee recognition;

» Mote 17 — inventory obsolescence provisions;
* MNote 23 < loan participation notes (LFNs);

= Nole 24 — proyisiens;

# Moty 29 —contingencies.

» Note'31 - special purpose entities (SPEs}),

(2} Changes in accounting policles and presentation

With effect from 1 January 2010, the Group changed its accounting policies in the following areas:
» aecounting for business combinations

» mccounting for lenses of land

(] Accounting for business combinations

From 1. Jafinary- 2010 the Group has applied IFRS 3 Buginesy Combinifions (2008) in accounting
for business combinatiops, The ehishge in accounting policy has been applied prospectively and has:
had oo material impect oo eamings per share:

Business combinations are accounted for using the sequisition method as gt e aequisition date,
which iy’ the date oii Which Gdfitrol is tratisfirred 16-the Groiip. Control 13 1l fower to govem thio
financial and operiting policies of an entity so a5 to obtain benefits from fs-activities. In assessing
contral, the Group takes into consideration potential voting rights that curréntly dre sxetcisable.

Aoquisitions on or dfter { Javivary 2010
For acquisitions on or after 1 Janoary 2010, the Groip measures goodwill at the scquisition date as:
= the falr valug of the considetalion transferred; plus

» the recognised amourif of any non-controlling interests in the pequires; plus, if the business
combination i3 achieved in‘stages, the fair value of the existing equity interést in the acquired;
i '

12



Eraten Group Lindned
Notes iv the Consolidated Finontial Statemenrs for the year ended 31 December 2000

» the net recognised amount (generally fair value) of the idemtifiable asscts acquired and
labilities asswmed.

When the excess is negative, 8 bargain purchase gain is recognised immedintely In profit or loss.

The considerition fransferred does not include amounts relatéd to the seftlement of pre-existing
relatipnships. Such amounts are generally recognised in profitor loss.

Cosis related to the acquisition, other than those associated with the isswe of debt or equity
securities, that the Group inturs in connection with a business combifiation, aré expenscd as
inetirred.

Any confitigent consideration payable s ricognised af fair value of the acquisition date. If the
contingent consideration is classified as-equity, it is not remensured and settlement is necounted for
witkiin equity, Otlerwise, Subssquent chingss to thie uir value of the contingett consideration ars
recopnised in profit or Joss.

(] Accounting for leases of land

The amendment to IAS 17 Leases regarding the leases of land became sffective from 1 January
2010. The améndmint féinoved the earliér exsmption which allowed lecsss of lanid t be classified
as operating leases regardless-of the length of the lease term, The amended guidance.requires all
existing leases of land to be reassessed and reclassified if necessary a5 finance leases if the finafce
lease classifleation critéiia are'met. At 1 Januury 2010, the Grokp Feassessed all existing land lease
contrpets and 8g a result it was assessed that existing land lease contracts do not qualify as finance
lesise conitracts and therefore, the classification was ot changed (see note 27).

3  Significant accounting policies

The acceuntng piolicies set out below have beén applied sonsistently to-all periods presented in
these consolidated finaricial stateivients, and bave been spplied consistently by Group eatities,
except as explained in note 2(z), which addresses changes in secounting policies.

The accounting policies have been applied consistently by Group entities,

(a)  Basis of consolidation

il Buasiness combinations

The Group has changed Jts accounting policy with respect to aceminting for busincss combinations.
See note 2(¢)(T) for further details.

(i AcYaISTHONS of Won-Gontrolling Iterests.

Agquisitions of nion-cortrolling interests are accounted for as iransactions with equity holders in
thelr capacity s equity holders, Thercfore: no goodwill is recognised as & result of such
trafsactions, .

(i) Subsididries

Subsidinties are entities controlled by the Grodp. The fisancial Statements of subsidieries arc
included in the consclidated financial statements from the date that control commences until the
date that control ceages. The accounting policies of subsidiaries have been changed when necessary
to glign thain with the policies adopted by the Group. Losses applicable to ‘the non-eontrolling
inferests in a subsidiary are sllocated to the non-controlling Interests even if doing so causes the
non-controlling interests 6o have o deficit balance.

13



Eralen Group Limifed
Medes b e Condolidared Findroial Statemends jor the year gnded 31 Decomber 2010

fiwi Special parpase entiiies
The Group has established a number of special purpose entities (“SPE"s) for trading and
investment pilrposes. The Group does not have any dirdel or indirect shireholdings in these entities.
An SPE is consolidated if, based on an evaluation of the substance of its relationship with the
Group, the Group concludes that it controls the SPE. SPEs controlled by the Group were
catablishied under terms that irmpose strict limitatiohs on the dﬁﬂlﬁhn-mikulg powers of the SPEs’
managument and that result in the Girgup receiving the majority of the benefits related to the $PEs’
m;mmm hhgﬁpuudﬂ!hemmnfmh fincident 1o the SPE's activites;
amlmuinin.g ihe majority oF the reskinal.or p risks relafied to the SEE or their assets.

fu) dAeguisitions from enfitles ander commaon control

Business combingtions arising from transfers of interests in endities that are under the control of the
sharchalders that control the Ordup are scoouited forat the date'of trangferof shares to the Group.
The assets and liabilities acquired are recognised at the cafrying amounts fecognized previously in
acquired entity’s ﬁnqnt:ul statements. Any différance between ﬂm book value of net assels
acquired ad congideration ‘paid js recognised ag & wontribution from, or distribotion to,
shareholders,

v Loss-of control

Upon the loss of conirol, the Group derecognises the assets and liabilities of the subsidiary, any
nnu—r::uul.m-li interests and the other oimpanerts of equity related to the subsidiary. Any surplus
of deficil: B bl fhe'loss of control 15 recognised in ‘of Jpss. Tf the Group retaing any
interest in the previons subsidiary, then such Intersat s measured at faic value-at the:date that
wantrol iy lost Subssqueitly it fs Sesounted fot as'an equity-sccoiiitod inviestee or. s 8 available-
for-sale finaneial asset depending on the level of influence retained.

ki) Invesiments in assoclates (2guily accounted investees)
Assodinies are hose entities n whir:.h the Grou hias u:gmﬁnant influence, but not control, over the
financial and operating polisies. Significant | jg presumed to éxist when the Group holds
h:nmmzm-’unnd&ﬂ&’-nfth:w{ingmmrnfmpdmrmﬂw [nvestments in associafes are
accunted, for using the equity method amil wre recognised. initially at cost. The cost of the
imvegtment dncludes transsction costs. The Group's investient includes goodwill identified on
acquisition, nét of any m:umulah:d impairment losses. The consclidated financial statements
include the Group’s share of the income and ekpenses and equity movements of equity accousted
investees, after adjustments to align the atcounting policiés with thse of the'Group, from (he dale
1hﬁt s-ilgmﬂs,ant uence commences until the date that significant. Influence -ceases. When the
L}p shiire. of losses exceeds s interest in mccounted inveates, the carrying‘ambunt of
thint ritérest (ingludin any fong:fénm Thvestments) is raduced to fil and the recofinition of firther
losses is discontinued, mwpitnihqmmiﬂmfﬁmﬂrwphﬂm o hiis made payments
vn behalf of the investes,

{wdit} Trunsactions elininated on consolidation

Intra-group balaices and trnsactions, snd any unrealised income and exnpenses arlslig ffom intra-
group transactions, are eliminated i preparing the consolidated fnancial statements, Unrealised
gains arising from ‘transactions with equity accounted investees are climinated iighist the
investrient to the exignt of the Groaps interest in the investee. Unreallsed logses are eliminated in
the same way as nnrealised gains, but only to the extent that there is no evidence of impairment.

I



Etalon Group Lisdted
Hoter to the Consolidated Finamoial Statemeints for ke peir fadeg 51 December 2000

{b} Foreigncorrency

i) Forelgn currency transactions
Transactions il foreign currencies are translated to the functional currency of Group entities at

mhmu!ﬂmﬂmﬁdﬂmﬂmm#m Mar assets and Jidbilities dei mn.’cﬁdin
foreign currencies:at the reporting dite-are retrans] ﬂwfunﬁﬁ,m;nl curreniy ot
fiite’ ot thiat dats; 'I‘qu;‘ﬁ.‘ﬂg_g}h hu-tpna‘h‘ﬂmﬁt s i “iteis i i Mﬁu@iﬂ‘uw

mmortised coat in umhugml c the Besinning of the. perio ﬂﬁw
intarest; ﬁr mﬁﬁzifmm' g uunwmhﬁ:ﬁm
exghailie-rils wf e m@q'ﬁm Nwﬁilu SIS i 1A ,
ign currencics that:are mensued o frvthe i rrencyiat
ekl Take. ab this date that s ir villiﬁ' w ne-:h Fareign trreiey-di

urising in retranslotion are recognised in profii or loss, excepf for differences arising on the
retranislation of available:for:sale equity instrumients which are recognised in other comprehensive
inGoitie. Non-mongtary iténis hat aré inedsured in @18 OF historical cost in & foreign wlfrehty are
translated using the exchange rate at the date of the transaction.

(il) Forelgn operations

The functional currency of foreign operations is RUB - the same og that of the Group, as activities
of the foréizn operations are carrled out as:an extonsion of thi activities of the Group in the Russian
Federation.

{c) Financial instruments
U] Novi-derivarive finaucial ingtrunienis

Non-drivafive financlal instriirients zompeise investmients in cquity-and debt stcuritiss, trade and
dthet receivibles, cash and cash equivalents, loans and borrowings, and trade and olher payables.

The CGroup initially recognises loans and receivables and deposils on the date that they are
originated. All other financial assets. (including assets designated st fair value through profit or
loss] are recognised initially on the trade date at which the Group becomgs a party to the
contractual provisions of the instrament.

The Group derecognises @ financial asset whon the contractual rights to the cash flows from the
aaset expire, of it transfers the:rights to feceive the contractinal cash flows o the finaricial assetina
transaetion in which substanfislly all the fisks and rewards of owneiship of the findncial asset ate
transferred. Any intersst in transferred financial asseds thal is oreated or-retained by the Oroup is
recoghised as 4 gepurite'asset of [iabilicy.

Fifinnclal assels and liabilities are offset aid the net arioi p:asﬂuh:l i the stateiiént of finanidl
position when, and only when, the Group has 8 legal figh the-amounts and intends eifher
o settle on & fiet basis or 1o ralive the meset and ietﬂeﬁiahaﬁ; ity sitmulansously.

Loahs and révélvables

Loaris ind recélvables are financial agscts with fixed or déterminablé payments that are not quoted
in an achive market. Such assets are recognised inftially at fair value plus any directly attributable
transaction costs. Subsequent o initial recognition loans and receivables are measured ot amortised
cost using the effective interest method, less any impairment lossés. Loans and redeivibles
comprise trade and other receivables.

L5



Etalon Grosp Linifed
Notzs to the Consalidaled Findmiin! Statewmenis e b wear énded 31 December 2000

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deppsits with originel maturities of
thres meiths or less: Bank overdrafts that are repayable on demand and form an infejgral part of the
Group's cash managetent are Included as & component of cash and cash equivalents for the
purpose of the statement of cash flows.

Available-for-sale finanicial assets are non-degivative financial sssets that wmre -designated as
availablg-for-sale and that are not classified in afy of thie previous- categories. The Group's
investments in debt securities are classified as available-for-sale finunclal assets. Such assets are

retogrised. initially at Talr value plus any dirsctly attributable transaction costs, ‘Subsequent 1
initial fecognifion, !hux e ineasured af fair value and, changes therein, other thin impairment
losses (see note 3(H)(T)) and foreign currency differances ‘on available-far-sale debt Instraments (see
note (L)), m recoghised in ather comijisherishve Ancomie and prasented within debt'in the fait
valug reserve. When an investment is derecognised or impaired, the cumulative gain or oss In
other comprehensive income is trimsferred to profit or loss.

Otleer

Other nof-dervative financial instruments are mcasured at amcrtised cost using the effective
interest method, less agy impairment losses, Investments in equity secorities that are not quoted on
a stock exchange are principally valued using valuation techniques such as discounted cash Now
analyiis; option pl‘l::lﬁg models dnd: comparizong to other trafsdctions and ustruments that are
substantially the same. Whers fair value cannot be relizbly measured, investments are stated at cost
lss itnpairmient losses,

(i) Noti-derivative finanicial fiabilites
This Giroup Initially récogiisesdebt sscurities issued asid subordinsted liabilities on the date thit

thu_r,.f are originated, All other financial Habilifies (incloding liabilities designated al fuir value
pﬁbgm loss) &re recognised initially on the trade date at which the Group besomes & party

fcrma r.:u:mtmmul provisions of the instrument,

The Group derecognises a firiancial lisbility when its contractual obligations are discharged or
cancelled or expire.

Financial assets and liabilities are affsiet and the net amount presented in the statement of financiél
position when, and only when, the Group has & legal right to offset the nicins and intends either
to séttle on anet basis or 1o, realise the assef and settlp the liability simultaneous]y.

The: Group: has the following non-derivative financial liabilities: loans and borrowings, bank
overdrafts, and trade and other payables.

Such Tnancial liabilities are recognised initially ar fiie value plus any directly attributable
teansaction mﬂﬁs ‘Bubsequent to initial recognition thése financial liabilities are meagited HE
amogtised cost uﬂmthwffmﬁvt inferest method.

{d) Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to issue of ordinary
shares are recognised as a deduction from equity, net of any tax effects.

Repurchase of shave capital

When share vapital recognised as equity is repurchased, the amount of the consideration. paid,
which inchudes directly attributable costs, net of gy tax effects, is'recognised as a 'deduction from
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equity. Repurchased shares aro classified as treasury shares.and are presented as a deduction from
total equity. When tressury shares aré sold or refssued subsequently, the amount received is
recognised as an increase In equity, and the resulting surplus or deficit on the transaction is
transfarred tov'from retained earnings.

(e} Property, plant and equipment

i Recognition and medsaremient

Property, plant and equipment is stated a1 eost, et of aceuinuldted depreiaticn and steamulated
impairment loss, exgept for cerizin items of pro plant and efuipment purchised before 1

Janyary 2002, Historical cost for such items was defermined in accordance vith 1AS 29 “Finafiial
reporting in hyperinflationary esonomies” by applying a purchase price index determined by fhie
state statistics committee,

Cost includes expenditure that.is directly attributable 1o the scquisition of the asset. The cast of
self-coustriiclod pssets inchides (¢ cost of ‘mterials and ditect labour, any ol coats directly
atiributable to bringing: the assek to & working condition for Heir intended ue, the cosls af
dismaritlinig and removing the izems and restoring the site on which they arp logated, and borrowing
costa ofl qualifying assets for which the commencenient date fof Sepitalisation is on of afier 1
January 2008, the date of fransition to [FRSs.

When parts of an item of property, plant and equipment have different uscful lives, they are
itcounted for as separate ifems (iaicr components) t-?prcgqmjr, plant i Bquiprnent.

Gilns ‘aisd losses G ‘diigodal of &0 item of ‘property, plant #nid equipment are determined by
camparing the proceeds fram dispysal with the carrying amouiit of property, plait and equipment,
and are récognised net within “other Income" in pﬁ orlosy, : '

() Subyeiens eosts

The cost of replacing part of an item of property, plant and equipmient is fedognisdd in the carrying
ampunt of fhe item it is probable that the foture economic benefity embodied within'the part will
flow 1o the Group and its cost can be measured reliably. The carrying amount of the replaced part is
derecognised. The costs of the day-to-day servieing of propeety, plant and Equipment are
recognised in profit or loss as incurred,

(I Depreciation

Depreciation §4 caleulated over the depreciable amount, which is fhic cost of an assel, or other
amount substituted for cost, lesy its residut] value

Digpreciation is recognised in profit of loss on'a straight-line basis over the estimated upeful lives pf
cach part of an ftem of property, plant #nd equipmént, singe this most'clogely fpfeats thig expected
ptiern of consumption of the future-economi benefits embodied in the assel: Leased assets are
depreciated aver the-shorier of the lease iétm afid their séful lives unless itit reéisonably certain
that the Group will ghtain ownership by the end of the lepse term, Land is niol depreciated,

The estimated usefil lives for the current and comparative periods arc as follows:

= Buildings and constructions 7-30 years
= Machinery and equipment 5-15 years
s Vehicles 5-10 yeurs
# (Jther assets 3-T yeurs

Deprociation methods, vseful lives and residual values are reviewed at edch finmneial year end and
adjusted if appropriate. No estimates in respect of plantand equipment were revised in 2010,
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il Leaged assels

Leases in ferms of which the Group assumes substantially all the risks and rewards of ownership
are ¢lassified as finance leases. Upon initial recognition the leased paset is measured ol an amount
equal 1o the lower of its fair value and the present value of the minimum léase pavments,
Subsequent to initial recognition, the asset is accounted fior in eccordance with the accounting
policy applicable to that assct. Other ldases are operating leasés -and the leased -assets are not
recopnised on the Group's statefent of financial position.:

::g_} Inventories '

Inveitories comprise Teal ¥stile’ propertiss nnder construction (incliding résidential premises,

stand-alope and built-in commercial premiises) when the Group aets i the tapavity of B developer,

finished goods, and construction and other materials.

The Group accounts for stand-alone and built-in commersial properties within inventories becanse
it does ot inteid to’ engage In renting-out those assets and Keepinig those s investment propertits

o gengéraie reninl Income and benefit from approciation. Properties slasgified as inventory may be

rented out'on o temporary basis while the Group is scarching for buyer. Inventories dre ineasured at

the lower of cost and net realisable value. Met realisabilé vahie is the cstimated Selling price in the

ordinary course of business, less the estimated costs of completion and selling expenses.

The cost of real estate properfies under construction is determined on the basis of specific

identification of their ilidi\ridu.a.'_l costs. The costs of individual residentinl units’ and built-in

commercial premises are arived at by allocating the costs of particular development project to

individusl apartmients ad built-in premises on a pro et basis relative 1 their size:

The. costs of réal estate property rotiprse costs bf construction and diher ependitire directly
ttribeifable to a particlar dévelopméni prijedt, includinig finance costs.

The dost of invertories, ofher thah consiruction workin progress infended fof sale, Is based on the,
weighted average cost formula and includes expenditure mourred in equiring the inventorics,
production or convietsion costs wiid other costs incured in bringing them (o thiir existing location
and condition. Cost of manufactured inveniories and work in progress includes an appropriatc sharg
of overheads based on normal operating capacity,

Transfer from real estate properties under construction to the steck of finished goods.oecurs when
the respective building i3 approved by the State commission established by the Jpcal regulating
authorities for acceptance of finished buildings.

The Group's inventory s not limited to 12 monihs and may be of longer term singe the
develdpment eyele exvesds 12 miofiths. [nventories are classified as durrenl assets even whern they
are ot expested to bis rdallsed Within tivelve months after the balance shest date.

(b} Impairment

(i Financlal assets

A finaricial asset not carried ot fair value through profit or loss:is assessed at each reporting date 1o
determine whether thero'is any objective evidénce that it is impaired, A financial asset is impaired
if objective evidence jndicates that a loss eyent has occurred affer the initial recognition of the
asset, and that the loss event had a negative effect on the estimated future cash flows of that asset
thaf con be estimabed relably.

Objective evidence that financial assets afe impaired can include default or delinguency by a
debtor, restructuring of an amount due to the Group on terms that the Group would ot consider
odtierwise, indications thara debiir or Isguir will enfir banbruploy.

T2



Btalon Group Limited
Nates fo the Cansolidated Financicl Statements for the pear enged 31 December 2010

The Group considers evidence of impairment for loans given and receivables at a ‘specific asset
level. All receivables and loans are assessed for specific impaiment.

An impairment loss in respect of w financial asset measured at amortised cost is caleulated as the
differepce betwesn its m‘:rlng ampunt, and the present value of the estimated future cash flows
discounted ot the asset’s original effective intereat rate. Lotges are recognized in profit or loss and
reflected in an allowance account against receivables, Inferest on the impaired asset continues to be
recognised through the unwinding of the discount. When & subscquent event causes the amount of
impairmient loss to'decrease, the decrease in impairiient 1ogs is feversed through Jrofif of loss,

(i) P P e LI
The cartying amounts:of thie® Group's 8 fon-financial atsés, other than inventories and deferred tax
assefs mre reviéewsd af each re dite to defermine whether ﬂ:mmr is any indication of
impairment. If any such indication existg, thenthe asse’s recoverable atmount is satiniated, For
goodwill and intengible assets that have indefinite Hves or that are not yel available for use, the
recoverable amount & estimated each year at the same time,

The recoverable amount of an asset or cash-generating unit s the greater of its value i uze and its
fairf Value less costs'io sell. In asseazing valye in Use, the sstimated firture cash Dows are discounited
1o their present value using a pre-tax.discount rate that reflects current market assessments of the
time value of moncy and:the tsks sptciﬁc 1 the isset, For the purpose of Impairmeiit testing,
assets that caniiot be tested individually are grouped | “into the smallest group of nssets that
generates cash iiflows from continuing use that are largely independent of the tush inflows of
aother assety or groups of assets (the “casli-gengrating unir").

The Geoug's- corporate nssets (o fot generate separate tash inflows. 1f there i an indigation that &
corporais asset may be imipaired, then the tecoverable.amount is determined for the cash generating
unit to which the corporate asset belongs.

An impairment Toss is recognised iF the carrying amonit of an ssset or fta cash-geniérating unit
excecds ifs fecoverable anount. Inpaifment Josses are recognised in profit or loss. Impairment
losses recognised in respect of cash-generating units are allocated 1o reduce the carrying amount of
agsets In the unit (group of uiits) on 8 Pro rata basis.

Impairment losses fecognised in prior periods afe mssessed at éach reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if thers
has been a change in the estimates used to determine the recoverable amount. An impairment loss
iz reviersed only to the extent that the assel's camying amount doed not exceed ﬂm@nqn;nmnunt
that would have been determined, net of depreclation or amortisation, ifno impairment Joss “had
been recognised.

Goodwill that forms partof the, mrr:,riqg st of i fvestront in'an cfuil mmmm:t invéstes js
nol recoghised séparately, and therefore iz nof fosted for-impaimment sepa . nstead, the enfirg
amount of the investment: in an‘equ - accounted investee is tested for iﬂiyﬁﬁ‘fﬁhﬁtns_ sl e usset
when' theré {5 objective ‘vidence that the: investment in ah equity steolfited fivesioe may be
impaired.

() Enployeé banefits

Remuneration'to employees in respéct of services rendered duting the period Is recognised as ap
mipense in the consolidated statement of comprehensive ipecome.

Short-term cmpleyee bonefit obligations are measured on an undiscounted basis and are expensed
a5 Lhe related service is provided. A liability is mmmﬂmd for the amiount expected to be paid tnder
short-term citsh bodus or ditier profit-sharing plans if the Group has & present légal or constructive

obligation to pay this amount as a result of past service provided by ihe ampln:.'u-: ‘anid the
obligation can be estimated rélisbly.
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Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity. pays fixed
contributions into-a separate entity and will have'no legal or constructive obligation to pay further
iriounts. Obligations for contributions to défined contribution j:hi.snuﬁ planis, includiftg Russia’s
Siate pension fund, mmmg;ulaﬂi a% dn employee benefil expense in the consolidated statement of
comprehensive Income in the perlods during which services are rendared by employees.

() Provistins
A provision is recognised if, as & ‘result of & pasi event, the Grouf has a present legal or

epnstructive pbligation that can be estimated réliably, and it fis probable that an cutflow of
eocriomic benefits will b reguired 1o eule the obligition. Provisions are detérniined b:.r
discounting the expected future eash flows.at a pre-fax rate that reflects ewmntmukuta.ﬁw

of the: hmu?ﬂunpfmnmy and the nﬂkbhg:‘mﬁu— to the liability. The unwinding of the discount is
recognised as finne odst,

{i) Warranties

The pmwnnn fof warrarties relafes mainly to ¢ residential units sold during the peripd. The
provision is based on estimate made from historical experience from sale of such units;

(i) Provision for.deferred works

The Group records provisions in. respect of ‘the Group's obligation to incwr addifional costs
associated with landscaping whd other works after fiishing The consiruction of apatiment
buildings; The: provision Is wstimdted based on the Budireled project costs and. contractual
arangements for the performance of such works.

(k) Reveérue
fil Revenue from sale of real estaie properties {including flats, commercial premises and
parking places)

Revenue from the salé of real éstate properties is measused at the fair valiie of the Sonsideration
received or recéivable, net of retums and allowances, l:i'nda discounts and volume rebates, Revenue
is recognised when persuasive evidence exists that ihe significant risks and rewards of ownership
have been transferred to the buyer, recovery of the edngiderdtion is prabable, the associated costs
and possible retum of goods can be asmhmﬂ reliably, there 8 hio Confinuing  mamgemei
involvement with the goods, and the amount of revenue can bu measured reliably.

The Group defines the moment of transfer of risks and rewards.as the, ﬂﬂe when the buyer-signs the

nct of nceeptance of the properly. Defore ibat, the respective building has to'be approved by the

State commilssion for acceptance of finished buildings.

i Revenue from construction services
For accounting purposes the Group:distinguishes two.types of construction ‘contracts:
1) Confracts for Eruvia‘iun of construction services;

2) Contracts for construction of an asset fai]ing within the seope of [AS 1] Constrsction
Confrits,

For the first type of confracts revenue fiom construction services rendered i3 recognised in the
statement of comprehensive income when it is probable that the ecodoniic benefits associated with
the transaction will flow to the. Group and fhe amount of revenue can be measdred n:lmh-!r
Revenue Is recognised when the-customer signs the act of eceptance of the construction service.
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For the second type of contracts revenne and gosts are recognised by reference to the stage of
coitipletion of the confract activity &t the reporting date, ‘measured based on the proportion of
contract costs incurred for work performed to date relative to the estimated total contract costs.
Variations in contract work, claims and incentive payments are included to the extent that they
have been agreed with the customer,

Where the outcome of a construction contract cahnol be estimiated relinbly, contract revenue is
recognised to the extent of contred costs incurred that it is probable to be recoverable. Contract
costs arerecognised asexpenses in the period in whicli they are incurred,

When it is probable that total coniract costs will exceed tofal contract revenus, the expected loss is
recognised us an expense immediately. ;

The Group recognises thee following assets and linbilities related to:construction cotitracts:

- unbilled recelvables representathie gross unbilled smoune expected 10 be collected from
customers for contract work performed to cate, It is measurgd at cost plus profit recoghised to date
less progress billings and recognised losses, Cost includes #ll expenditure related directly to
specific prajects and an aliooation-of fixed and variabls overheads incurred in the Group's contract
activities biised on nofiial opérating capacity. Unbilléd receivables are presented 89 part of trade
and other regeivables in the statement of finangial position for all contracts in which eosts incurred
plus recognised profits exceed progress billings;

- billings in excess of work comipleted are recognised as a part of rade and other payables if
progress billings excesd costs incurred plu¥ récogiibsed profits.

(i) Reverue fromsale of consirnetion materials

Risveiive from the sale o wotibtruistion materials praduced by’ the Grotp s fecoghilsed in-the
consolidifel Statement of comprishensive Income when significant risks and rewards of cwnership
have been fransferred tothe buver:

{Tv) Rental incorie

Rental income from stand-alone #nd built-in commercial properties (see-note 3(g)) 1s recagnised in
the statement of comprehensive income on a stralght-lie basis over the terin of the lease.

Iy Oiherexpenses

] Lease paymenis

Payments made under operating lenses are recognised in profit or loss on 2 straight-line basis aver

thie teini of the, lease. Liase incortives reecived are fecognised as an integral part of the total loase
expense, ayer the ferm of the lease.

Minimum lease payments mads under finance leases are-apportioned betwogen the finence expense
and the teduction of the oustanding liability. The finance expense it allocated to cach 'period

qﬂ.ﬁﬂﬂi-ﬁ!?..lﬁﬁﬂ'@*ﬁnﬁ 46 u to prodyce a constant periodie rate-of intorest on the retmdining balance
f the liability.

Contingent lease payments are accounted for by revising the minimum lease payments over the

remaltiing term of ‘the lesse wheén the contifgency no longer exidts and the lease adjustingiit is

known,

At inception of an armangement, the Group determines whether such sn arrangement is.or contains a

lease. A specific asset is the subject of a lease if fulfilment of the arangement Is dependent on the

use of that specified asset, An arrangement conveys thé right 1o use the asset If the arrangement

conveys to the Growp the right fo control the use of the underlying asset.
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(/] Focial expendiiure

To the extent that the Group®s contributions to social programs benefil the community at large and
are not restricted to the Group®s employess, they are recognised in profit or loss as incurred.

(m) Flnanee income and costs

Finance income comiprises interast inconie on funds invested (including available-for-sale finaacial
ugsits), dividend Income, gains oo the disposal of available-for-sale financial Assets and changes in
the: fair value of financial assets at fair value through profit or loss, and foreign currency gains.
Initerest income s i‘nunplsdd a5 it acorues I profitor losy, using the effective interést method.
Dividend income iz 1 sed in-profit :or loss on the date that the Group’s right fo, receive’
piyment is established, whicl in the case of quited securities is the ex-dividend daté.

Finance ¢osts tn-m'ﬁtlsﬁ AfiberdEl expenge on. Eunawhtgs; unmndmg of the didgcdunt’tn provisions,
foreign currenicy losées, changes in the fair valite of finuticial asséts at fiir valve through profit or
losz and impairment losses recognised on financial assets. Borrowing costs that are not directly
attributable to the scquisition, cohstriction ar production-of a gualifyinj asset-abe récognised in
profit or |oss using the effective interest method.

‘Fordign cirrency gains and losses are reported on nnet basis,

(o) Incomeiax

Tneorie tax expedise coinfirises current-and Jeferred tax. Current £ tax and defirred tax are recognised
in profitor Joss mu;ﬂpl to the extent 1hat it relates to s business combination, or items recognised
‘direetly in equity or in' pther compréhensive indome,

Ement tax is the expected tax g{‘%ﬁllﬁ o recéivable-on the taxable income of loss for the year,
tax filtes endtied of substaritively enacted at'the reporiing dafe, and any adjustment to tax

pu:.rﬂ e i inmespect n!‘j:rrwinus,mm Currenf fax pg,}ra.'l.‘al.ﬁ also ineludes any: mxhaﬁumymmmg from

the declaration of dividends.

Déferred tax is recognised in respect of temporary differénces betwesd the camying smounts of

assets and labilities for financial reporting purposes and the amounts used for taxation purposes.

Deferred tax is not recagnised for:

»  temporary differences on the: initial récognition of wssets or liabilities in a transaction thaf is
niot & buginess combination and that alffects neither accounting nor texable: profit or loss;

*  temporary tifferences related to investments in subsidiaries and associstes to the extent that it
js protiakile that they will ot reverse in the foréseeable-futures; and

s taxable temporafy differarices arising or 1 iitisl récognition of goodwill.

Deferted tix & mwwﬂﬂﬁ&:hmwm;@mmhﬂwllmhﬂwmﬂmrﬂw

Effummw wﬁm they reverse, based on the laws that have been snacted orsubstantively enacted

by the reparting date.

D:ﬁ:rrtii tx nssets and labilities dre offset if there 15,0 legally eiforéeable Fight'to offsct curredt
tax aséety and liabilitics, and they relafe 1o income lnxes levied by the same tax: ml’r.hum;r on the

same twxable entity, or on different lix entities, but they intend to settle current tax liabilities and
assets oni.a net basis or their tax aisets and liabilities will be relised simulfansdusly,

In acoardance with the tax legislation of the Russian Federation, tax losses and currenl tax assets of
a company in the Group may not be set off against taxable:profits and current tax liabilitics of other
Group compariies. In addition, the tax bage is determined sepurately for gach of thé Group®s main
activities and, therefore, ’lax.lnum and taxable profits related to different activities cannot be offset.
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A deferred tax msset is recognised for unused tax: losses, tax credits and deductible temporary
differences, to the extent that it is probible that futire taxable profits will be available against
which they can be utilised, Deferred tax assets are reviewed af each reporting date and are reduced
1o the extént that it is no longer probable that thié related tax bengfit will be realised.

{0) Earnings per share

The Group presents bagic earnings per share (“EPS") data for its ordinary shares. Basic EPS is
caleulated Hydiﬁﬁh&ﬂmﬁﬁﬂlm loiss attributable to ordinary shersholders of the Company by the
weighted aveduge numbét 6f ardinary shares ottstanding during the petiod, adjisted for ownshares
hisld.

{(p) Sefment réporting’

An operating ségmient is 4 cotpoinent of the Group that engages in busiriess activities from which it
may eam revenues and incur expenses, including revenues and expenses that relate to trangactions
with any ‘of the Group's other components. All operating segiciits’ operating results are reviewed
copilarly by the Board of Directors to make decisions aboul resources to be allocated to the
segment and assess its performance, and for which discrefe finencial information is available {see
nots 5).

Inter-segment pricing is determined on an armi's length basis.

() New Standards and Interpretations nof yet adopied

Aitunibier of new Standards; amendments i Standards and Inferpretations arc not yet effective as
at 31 Deceniber 2010, and have fiof béed applied in preparing thse consolidated financial
statements, The Croup plans to adept these pronouncements whin they beeomeo effective,

s Rivised IAS 24 Reldred Pty Diselokiiés (2010) introdutes iih exemption front the basic
disclosure requirements in relation to relajed party disclosures and oulstanding. balances,
including éoimitments, for government-related entities, Additlonally, ‘the -standand. hzs been
revised to-simplify some of the presentation guidance that was previously non-réciprocal. The
revised standard s to be applied retrospectively for snnual periods beginning on or after 1
January 2011, The smendment is expected to have no impact on the Group's comsoliditied
financial statements

s Amendment to 1AS 32 Financial Istruments: Presentotion — Classification of Rights Issues
clarifies that rights, options or warants o acqiife & fixed number of un eotity's own equity
ingtruments for p fixed amount afe classified b equilty instruments evei if ihe frcsd amount is
determined in foreign currency. A fixed amount can be determined in any-currency provided
ihit Enitity offiers thess instriments Pro rta toall of the existing vwiers of the suie class olits
own non-derfvative equity instrumenis. The ameadment is appligable for sinual periads
begirining on-6r afer | Feliruary 2010. The anteadment is-expected to have no impact on the
Granp’s consolidated financial staldments.

»  Amended IFRS 7 Disclosures — Transfers of Financial Assets introduses sddional diselosure
requirements for transfers of fnancial assets in situations whers assets are not derecognised in
their entirety or where the assets are derecognised in their entirety but & continuing involvement.
in the transferred assets {3 retained, The new disclosure requirements are designated to enable
this users of financial Statenients to better undérstand the nature of the risks and rewards
associated with these asses, The amendment iz effective for aiinnal pericds begitning on or
dfter 1 July 2011.

» IFRS 9 Financial fnsiruments will be effoctive for annual periods beginning on or after |
January 2013, The nev standard is to be izsucd in phases and is inténded itimately to'réplace
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Tnternational Financial Reporting Standard IAS 39 Finanélal Instrumenits; Recogrition and
Megiprement. The frst phase of IFRS 9 was issued in November 20090 and relales o the
classifigation and measurement of financial agsefs. The second phase regarding classificalion
and measnrement of financial liabilities was publishied in October 2010. The remaining parls of
the standard are expected to be issued during the first half of 2011. The Group recognises that
the new standard introduces many changes to the sceounting for financial instrumenits and is
likely to have & significant imysaet o Group's consolidated finasicial statements. The impactof
fligse changes Will be findlysed during the course of the praject as further plizses of the standard
are isqued, The Gronp does notintend to adopt this standard early.

Amtendment 16 IAS 12 Jneome- naces — Deferred Tae! REcovds q,F“Eﬁféﬁ.FI_}'-ﬁm AsHi. The.
amgridritent (ftroduces on exeeplion to the eucrént measurement principles for deferred tax
mssets and lahilities arising:from investment property medsured vising e At valus mudel in
scrordancs with TAS 40 Jwvestwent Propérty, The exceplion dlso dpplicd wo nvestment
property acquired in a business combinatlon sccounted for inascordance with IFRS 3 Business
Combinatians provided the scquirer subsequently messurés the assefs using the fair valie
triodel. In these specified elrciristaticss the measuremenit of deferred tax liabilities and dcferred
tax pssets should:reflect & rebuttable presumption that the carrying amount of the underlying
asset will be recoviened entirely by sale unless the aiset is depreciated or the businéss model is
to consime subatantially all ﬂ:&ﬂmt. The amendment is effective for periods beginning on or
after | January 2012 and is applied retrospectively.

Amendments to IFRIC 14: I45 19 — The fimizen ﬂﬂqg'?ﬂt& Benefit Assef, Mininmimn. Furiding
Réguirements and their Intéradtion clarifies the ng treatment for propayments made
when fhere also is a minimum funding requirement. The amendoent becomes offective for
atiial p:ndd m.gmﬂm;mmmn | Janiiary 2011 afd jenpplied eftospectively:

IERIC 19 sguishitng Findneiol Liabilities with ﬂ;w.l:p Ingirumenis p;wiﬂ-:n uidanee on
seegunting For debt fir squity swaps by the deblor. The interpretation. clarifies:that an sitity"s
equity instruments qualify as “cofsideration puid™ in -astofdance with ‘pardgaph 41 of
Thternational Financidl Repoifing Standards TAS 39 Financial Insiruments: Recognition, and
Measurement, Additionally, the interpretation clarifies’ how to account for thi initial
micasuremint of ewn equily Instruments issuéd to extinguish & financial Hability and how 1o
account for the difference between the carrying amount of the financial lability cutinguished
and the initial measurement amount of the equity instruments issued. IFRIC 19 s applicable for
annual périods beginning on or after 1 July 2010.

Varioiss Improvements to JFRSy haye been dealt with on a standard-by-standard basis. All
anpendments, which fesult in sceouiting changes for preseritation, reedgnition oo mgdsurement
purpases, will dodie fnto eTeel uﬂlﬂ.rll-h.rﬂlm lJmmEﬁil.lﬁcErqu_h@ not yet anabysed
flie likely impact of the improvements on iis Anancial pogition-or performance:
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4 Determination of fair values

A number of the Group’s accounting ‘policies and disclosures require the determinetion of fair
value, for both financial and pon-financial agsets and liabilities. Fair values have been determined
for measurement and for disclosure purposes based on the following methiods, When applicable,
further information about the assumptiohs tade in determining fair valies 42 disclased in the nofes
specific to thati asset or- linbility.

() Property; plantand equipnieat

The fair value of property; plant and equipment fecopnised as & fesult'of a buusiness combination is
bused on market values, The market value of property is the estimated amourit for which s property
wcould be exchariged on the date of valuation between a willing buyer and 8 willing seller in an
arm’s length transaction after proper inarketing wheréin the paitles had each ated knowledgeably

and willingly, The fair value of tems of plant, H‘-‘f,ﬂlﬂﬂﬂﬂ! fintures and fittings is bwaﬂ on market
approach and cost approaches using quoted niarket prices forsimilar ittms when dviilable.

When ric- quoted ‘market fifices aré availible; the fair value of property, plant wid equipmént is
primarily. determingd using depreciated mphqumm: cost, This method considers ‘the cost. to
reproduce or replace the. property, plant and equipment, adjusted for physical, funetional or
economical depreciation, and obsalescence.

(b) Inwentorles

The fair value of inventories scquired in & business combinstion is determined based o i

estimated gelling price iﬂﬂﬁ ofdinary ¢horse of businesd less the L‘.’-ﬁtn:ulltﬂd cots of completion dnd

ﬂlm and & reasonable profit margin hased on fhe effort required to complete and sell the
TG,

(e} Investments in equity and débt securilies
“The fair value of financial assets at fair valye through peofit or lpss, held-to-maturity investments

and avallable-for-sile finansial assets s deteriminid by referdnce to their quoted clasing bid price at
the reperting date. The fair value of held-to-maturity investments is determined for disclosure

purposes only,

{d) Trade sand other receivables

The fair value of trade and other receivables, ¢xcluding construction work in projgress, is estimated
a3 the presant value of funre cash flows, discounted at the market rate of interest at the reporting
date, This fair ﬁ!un i derarin ined for disclosure purposes o when acquired in & business
goimbination,

(€) Non-derivative Tinancial liabiliti

Fairvalig, which is detérmined for diselosure purposes, is caloulafed bised o thé fircient valie of
future ]:rmmpal and jnterest cash flows, discounted at the market rate of interest. n.l.‘!.ha reparting
date. Tn tespect of the ‘liability component of convertible notes, the market rate of interest Is
determinied by reference’ to siimilar labilities that ‘do ot have a conversion option. For finknce
leases the nmrkctmtcufmmaat is determined by reference to similar lezse agreements,
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5 Operating segments

The ‘Group has three reportable segments, as described below, which are the Group's strategic

business units. The strategic business units offer different products and services, and are managed

separately becauss they require different technology and marketing strategies. The following

surimmiary describes the opefations in each of the Group's réportable sogments:

o Residenticl Developmient. Ingludes constrpction of residentinl real estate includin flats, ble-in
premises and parking places,

s Consteiction services. Ingludes sonstruction services for third parties.

= Oher gperations. Tnelude selling. of onstrosion materials, comstruetion of ‘stand-alone
ﬁﬂﬂmﬂﬂ Tor vomimercial ﬂ{;l:nd varioys services relsted fo sale dnd ‘seryicing of premises.

ome-of these meet any of the quantitative thresholds for determining reportable segments in

2010 ar 2009,

[ the past, segment information was prepared on an ad hoc basis and was not-formalized,

However, the new siructure of the reporting for the future periods has heen developed. Segment

information for the years ended 31 December 2010 and 2009 has been recaleulnted acgording to-the

fiew sfructure dnd 15 présented belaw,
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Nates to e Consolidared Financial Starements for the year eaded 21 Decenber 2001

{b) Geographical information

In presenting information on the basis of peographical information, revenue is based on the

geographical location of properties.

_ ~ Revenues Mon-current assels
min RUB 2010 204y 20110 2009
St Perersburg metropolitan area 200 064 |9 698 2785 2T
Moscow metropoliten area 252 A5 114 ga7
20 3e 20193 1 899 362l

Major customer

In 2010 and 20049 no customer represented more than 10% of the Group's total revenue.

(¢} Reconciliations of reportable segment revenues, profit or loss, assets and liabilities and

other material items

min KU B

Revennes

Totl revenue for reportable segments
(Mher revenue

Eliminanon of inter-scgment revenue
Consolidated revenue

Frofit or loss

Ciross profit for repomable segments
Cieneral and adminisrative expenses
Selling expenses

Crher expenses, net

Finance income

Finance costs

Elimmatsn of inter-segment profit
Criher profit or loss

Share of profit of eguity accoumed investess
Consolidated profit before income tax

Assels
Toml asmets for reportable s gments: inventony

Elimination of unrenksed gain

Cither

Toml inventories

Linbilities
Toml lighilities for reportable segments: advances from customers

Elimmaton ofintersegment advances
Cirher wallocare d amounes

Towl advances from customers

2010 2009
25 340 74 038
| 068 T05
(6 092) (4 600)
20316 20 193
5 784 5 482
{2 047) (1440}
[ 589) (131}
(177} {196)
284 328
(66T} (1 049)
(651} 644
105 44
- 2
6042 6 581
27311 17 692
(1 671} (1 020)
1 46
25 651 26 718
13336 I7 §54
{1 555) (6:4)
133 79
11914 17 869

2%
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Performance of the reporting segments i3 measured by the management based on gross profits as
the most relevant in evalusting the résults of cerlmin segments. Depreciation, genéral and
administrative expenses, selling expenses, finance income and finance cosis are treated as equally
aftributable to all reporting segments and ere not analysed by the Group and therefore not reported
for éach individual segment. : ]

Segments’ sssets and segments’ labilities being aralysed by the Board of Directors inclide
inventories: and advances regeived from cusfomers as (he key indientors relevant for segment
performancs measurenett. Thersfiore, other assets and lbilitied are not ‘allosated between the

6 Acquisitions and disposals of subsidiaries and non-controlling
interest

(n) Acquisition of subsidiary
There were no sjgnificaht agquisitions of controlling Interesis in businesses in 2010,

On 18 December 2009 the Group obtained control of LLC "Severnaya Vysota T K" - a company
holding construetion ¢rongs under finance leise contructs - by acquidng 70%% of ‘the shares and
voling inférests in the company. Ad o result; the Group®s equity interést in LLC "Scyemaya Vysota
[ K* increased from 30% to. 10074,

Taking control of LLC "Severnayn Vysota TK" will enably (he Group fo reduce crane rent costs
dnidl safeguard sicess werafies that are sssenitial for the construetion.

From thie date’of acquisitionto 31 Decentber 2009 LLC "Bevernayd Vysotd 1 K did not-éoniribite
any material revanue and profit. The following summarizes the classes of consideration fransferred,
and the recognised amounts.of assets acquired and liabilities assumed ar the acguisition date..

The identifiable nssets acquired and the: linbilitios dssurmied were as Tollows. .

2
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Etalon Group Limited
Nalex fo the Consolidated Fimancial Statements for the year gndad 31 Decenber 2010

Racopnised fair
vicluis on

mia EUR h poquisition
Mop=turrentassels 587
Propeny, plant and squipment 567
Deferred tax asgels 21
Current praets B2
Inveniorizs i
Trade snd oitier receivables ) Tl
Cpsh and sash eguivalents r
Non-eurrent lHabilities {50'5)
Loans dnd bemowing s {EIEI-EI_]
Tradeand other payablss {296)
Delermed tax linbilites -
Corrent Habllites (171}
Loans aiid ool gs (28
Trade and other payables : {143)
Met identiNable nesets, liabllites, and contingent liabdlities -
Met identifiable agsetd, Habllities and contingent Habilitles acquired g
Caryingamount oFexsting 30% Investment in the compay -
Conglderation pakd +
Cash pégulied 17
B eashilnflaw 3 o)

(b) Changesinnon-controfling inferests

During the yearended 31 December 2010 the Group acquired additional interests In a mumber of
subsidiaries from companies confrolled by the Group’s ltisate coritrolling party and third parties.
The Group recognised a decrease in non-controlling interest of RUB 33 million, Contribution from
shareholders of RUB 10 million and distribution to shiareholders of RUB 71 million was recognised
directly in equity. ‘

{c) Disposal of subsidiaries due to the loss of control

Duritig the yeir ended 31 December 2010 the Geou ceaged tha corsilidition of Four subsidiaries
that were previously consolidated based on management contracts with CISC “UK Etalon™ due to
the termination of those contracts. Thie subsidiaries contributed RUB 6 milliod o the net profit for
the yearzaded 31 Decemnber 2010, includinig the losg on dispesal of RUB 12 million, net assetsat
the date of disposal amounted to RUB: 58 million. ‘The Group recognised & decréase in fion-
contralling interest of RUB. 45 millign,
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T Revenue

min RUB 2010 1009
‘Baleaf fats 14 S0 15631
Cengiruclion servises 1631 1842
Sale ¢fbiili-in eommercial premises i 430 111§
Baleof stand-slone chmmereinl premiscs 39 255
Hale u'l"pu]-;:pig Fliﬁh BE3 441
Sele of construetion malerials 235 154
‘Henfal revenud 118 B4
ke fevende B0 61
Tolal FEveBuEs 20 316 10 1%3

8 Construction contracts

wila RUB 2018 2089
Revenue recognised during the period 1203 | 6B
Coxts incurred [965) {1:545)
Recogrised profits during the perled 138 141
Fiif ooiitisety In piogiess - apgfegate amount ofousts Iduivad
and recagnised profitiio dake 935 1535
‘Unbilied recelvables ] al
Billings in excseds of work Bompleied 119 219
Advanded fiar Which the velated wWark has hof slaned ] 181
Fetenthois relating 1o construction confracts 4 21

Reveniie recogised during the period is included into the line “Construction services™ in note 7.
Unbilled receivables under construction contracts and reteations relating to construction coniracts
in-progress are ingluded into accounts receivable (seenote 18).

Advances lor-which the related work has niot started, and I:illllggrz inexceds of costs incurred-atid
recagnised profits, are presented bs dectuins payable (See-note 25),

For contricts whose tolal costs fo-compleié dould not be estimated réliably, contract revenue was

recognised fo the extent of contract osts incurred, until the date when the’ contracts wiere
completed, ut whish Hie revenue wils récognlzed in full a8 specified in thdse contriicts.

3



0  General and administrative expenses

min RUB

Payroll and rélsted taxag
Audiend congulilag services
Senfices

‘Repairand maintenance.
Materlals

Bark fees nid commissions
Bovinl expenses

Oihik

Tatal

10 Other expenses, net
min RUE

Ciiler [ncame

Feea-and ppnaliles received

Gain'on disposal of propery, plant and egalpment.

iker expenses

Loss on dispasal ofsubesbdiariss
Othiresxpenses

Diher vopens es, nek

11 Personnel costs
min RURE

Wages and salarles
Contitbutions to Safepension fund

Etalen Gropp Liedied
Narex 1o the Consolidhafed Finaetal Stdrimenis for the year ended 31 December 2000

2e10 2009
1433 18
123 A2
103 165
] 13
i o
I 4%
3 g
245 ia
2047 L 440
2010 2009
41 [
1 4
32 124
(12 (£3]
(197} (315)
20%) A2d)
{1 {196)
2010 ‘2009
220 1723
308 267
2 B89 1.99a

Fersonnel costs and relatéd toxes included in cost of sales amatnted to RUB. 1 158 millioa

(2009: RUB 962 milliod),
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12 Finance income and finance costs

miln RUB 2010 2009
Hecogoised in profidor loas.
Finance income
Allowance for doubtfisl sccounts receivable o7 =
Tnierest income on bank deposits B9 67
Unwinding of discownt o trade reeivables 74 .
G oft write=o If af sécouats paydble 10 &
Ciain on repurchase of CLis v 126
Intereat Income on Joans and receiivables 4 14
Iriterest indome on proinbBiony vote 2 12
Flaaniée lncome 284 fe e -
Floeote cosls
Interest expedde onloans and finance lenses (502) (759)
Met forgign exchange B33 (65) l:;.:“_']
A llvwanes fordnubtfal gecounts recaivabla - (55}
Finanig costs (66T} (1 049}
Mt finaiice costs readgnived 1A prantor loge (383) (824)
In addition'to interest expénse recognised in the statement of comprebensive income, the Billowing.
amounts of borrowing costs have been capitalised into the cost of real estate’ p Aunder
construction:
mis RUB 2010 2009
Borrowing cosis capialised durlng the year 302 I8
Weighted svernpge capirslizdtion rate [2:50% 13,21%

13 Income tax expense
Thé Group’s applicablé tax Fate is thé income (ax rate of 20% for Russion cotipanies (2009: 20%).

min RUB 2010 1009

Curirifent igx oxpenss

Current year 1309 770

Adjustment Tor prior years - 73
1309 “782

Delerred tax expense

Origination and reversal of temponry diffuruness 46 G52

[ncome (41 SXpERSE 1355 1 434
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Reconelliation between tax expense and {he product of sccounting profit mulliplied by the
applicable tax rate 20% (2009: 20%%):

min RUEB 010 200
Profit befare tax 6 042 6581
Theoretical income faxat statuiory rate of 20% 1308 1316
Adfuniments die o

Expenses not-deductible and incomes nottaxable fittix purptises, wet 149 125
Effect nfdifferent tax mtes 2} 7
Tiome tnx sipafisé 1355 i 434

14 Property, plagt and equipment

Diepreciation gxpense of BUB 242 million (2009: RUB 180 million) hag been ﬁhﬂmﬁ to ciost of
goods soid, RUB 7 million {2009: RUB 25 million) to tost of real éstats properiies under
constrietion, RUB 2 million (2009 RUB 3 million) to selling expenses and RUB 42 million (2009;
RUE 25 million) to general and administrative expenses.

(a) Secwrity

At 31 Décember 2010 properiics with a carrying amount of RUB 88 million (2009 RUB 113
millfon] are subject fo.a registered debenturs to secure bank Loans (see note'23).

{b) Lewsed plant and machifery

The Grooufi leases producfion equipment under a number of finance lease agreements, At the end of
each of the leases the Group has the option to purchase the equipment at a beneficial pirice. At
31 December 2010 the et book valve of leased plant and machinety was BUB 288 ‘million (2009:

RUB 614 million), The leased equipment sécures lease obligations.
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15 Other long-térm investments

min RUB 2010 1005

Lomns, nt amardised cosi a3 23

Oiher & 10
ag 33

The Group's exposire to chedit, cuttenty and intetest rite tisks related fo-other invstments is distlozed
I nodi 26,

16 Deferred tax assetsand liabilities

{a) Recogoised deferred tax asseis and liabilitics
Deferred tax assets and liabilities are attributable torthe following:

Ansely Liabilities Net

min RUB 2010 2009 2010 2009 2010 2009
Property, plant and equipment 43 139 a6} (114} (3 23
[mves imenia Fai ] i - - 0 2
Invenfories 1454 1 670 19 (165) 1478 1508
Trade'and other recoivables T7 188 l:aﬁ!f_:t mothy [Zm I-_E B-'BI!'I_}
Deferred axpensas L] % . . o ig
Loans &4 bormowin g iz £07 {7y - ). 107
Frovislons . : (23) 13 {23) (L)
Trade'snd sther payahles ) §az2 {1428) @im (em ot
Tax lags gary forwards . T4 - - B 74
Other 248 188 (533 s 195 175
Tox ossetsi(liabilities) 2226 2917 (20031 (2.641) 223 274
Set affoftax {1565 {1 Ba1) 1 953 1801 . .
Met tax jf s/ {linbilities) 263 1116 (40) (EAD) 213 276

(b) Unrecognised deferred tax liability

At 31 December 2010 a deferred thhiLE;:r RUB 562 ritilion (2009: RUB 341 million) ariing on
temtiporary differénces of RUB 11 248 million (2005; RUB 6 81 .muﬁmﬁw.m investments in
subsidiarics was not recognized becanss the Company controls whether the Habiliey will be incurmed and
it'is satisfied that it will not be incurred in this fofesesable futiife,

[
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{¢) Movement in tem porary differences during the year

1 Janusry Rrcogalsed in Avquired’ 31 December
min RUB 2010 proflt or loss dispos.ed of 2019
Propaity, plant and equipment 25 (53} (23) (31
InveEstments g - 18 20
Invfiteres 1508 (A1) ¥ 1 475
Teade and other receivables (1'885) 1582 12 (250
Defemed eopenses 9 (100 - 9
Lonns and Bormowings L) {93} (19 [}
Provisions (39) 16 5 {23)
Trade and cthet payablea 204 (1 4%3) . 1199
T boss carmy-forwards T4 'zl {1] i
Other 175 25 ()] 193
176 (483 (T} 223
1 Jumpsry  Hecogmlsedin  Acquiredd 31 December
imln BB 2009 profborlddd  disposedol 2009
Prepedy, plant and squipment 68 29 (1) a3
Investments' - T4l {139 - z
Inventories 1862 (358} 1 1 505
Tradé and other ricelvables (128%) feon) . (1 BEG)
Defemmed expenses &0 (21} - 19
Louns and borrowings (68) 174 1 107
Provisions (40 1 - (39
Tradd and other payalbiles 202 = 33 204
Tox boss carmy-forsards 3 14 47 T4
Other {15) 190 - 175
oS08 (652) 20 276

a7



Hiafen Group Lirfied
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17 Inventories

min RIE 1010 1008
Crwn flats wnder construction 12 488 10953
Crwn flats 7082 R B7S
Buyilt-in and stand-alone premlzes undercoastraction 4125 dTas
Buill-in prednises 2454 2 706
Construction matérlals 297 182
Oikias ol 44
26 ETH 27847
Less: A Howance fufobsalete inventory [ 1529}
Total 25 681 26 718

In 2008 the Group aéguired a land plot for construction in the Moscow region. Tho acquisition was
partly pald in cash with the remaining (in the amount of RUB 2 252 million) 1o be settled by future
trapsler of real estate properties upon completion of their construstion. The:antount, which remains to
be settled, is recogriised within trade Récounts payahile as'at 3| Décember 2010 and 31 December 2009,

The following is miovemeéat in the dllowines for pbsolete inventony:

min RUB 2018 1605
Balnve ab the'beginning of the year il Tk
Chinge I allowikcs fab obroléle yventon 90 g3
Balanca st yud of thd yedr iy 29

The giriunt of allowance of RUB 894 million (2009 RUB $24 million) relates to 3 ltlems of stand-alone
commercial properties under construction (Included into the line *Bilt-in premisss under construction
in this note). The allowanes was caleulated as follows,

At 31 De¢ember 2010 the Grodp has provided in fll for the fand. lease and other infrastructure
payménts that were capitalised into the costs of construction of 2 iems of stand-alone commercial
properties since those properties are nod expected to be completed, resulting in allowsnce of RUB 457
million (2009 RUB 387 million).

The recoverable amount of the third item of siand-alone commerciol property, in the ohsence of the
miarket iransactions for sale and purchase of similer asséts, was estimiated using futurs. cash flow
technigques. Cash flows wiere estimated a5 if the property liad' been rented out. At 31 December 2010 the
gross valde of the property item equals to RUB 891 mimm_gmi RUB 862 million), whilé recognised
allowance amounts fo RUB-437million (2009: RUB 437 million).

The Group has temporarily rented out part of certain items of property dlassified as inveniory in these
consolidated financial statemerits. The tofal carvying value of these items of property was RUB 855
million as at 31 December 2010 (2009: RUB 1 443 million). The Group sctively seeks for the buyer for
thesa properties.

Inventories with a cartying amount of RUB 100 million (2009 RUB [ 508 million) dre pledged as
sedurity for borrowings, see note 23.

During 2010 the Group has acquired rights on the certain land plot with the total value of RUB 473
million, of which RUB 99 million represents cash payment contingent on the receipt of the construction
permit. The total value of the lund plot.of RUB 473 millich is inchuded in Own flats unider construction,
In addition to that, the Group has to fransfer to the Seller certain number of flats (up to 20%) to be
constrocted on this land plot, which is also contingent on the receipt of the construction permit.
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Notes i Hre Conralideied Fingnasln Srardmeans far the year ended 31 December 2010

18 Trade and other receivables

min RUH 2010 Ia09
Long-ferm
Trade receivables. 560 42
Trade récoivab los due from rélated partios - 29
Advances paid 1o suppliers 274 125
Arther recehiables 0 10
LT BEE
Shori-tarm
Advantes paid o suppliers 1668 1269
VAT recoviemable 1111 1226
‘Trade receivables 966 £23
Trade recelvables due from related partize 10l T4
Inchme Tax recelvible 56 52
Unbilied reeeivables 8 2l
Gehar recelvables due fromrelared partiey i 4%
“Othgrfaxes receivable & :
therréceivables 161 531
A ga 409
Less: A llowance for doubtfl] secounts reecivable 1128 (21
Shert-term less allowance 3964 3876
Total 4 B&8 4682

The Grodp's ‘exposire to credit and currency risks and impairment losses related to trade and other
recaivables are disclosed in note 26,

19 Short-term investments

mia RUE _ 2010 2009

Bank depoglts (91-360 days) & 5

Crher &1 27
341 27

The Group®s exposure to cfedit and cirfency risks and impairmént losses related to trade snd other
receivables are disclosed in note 26.
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20 Cash and cash equivalents

mla KLUB 2010 2009
Cash in banks, in EUB . 4592
Cash in baniks; in USD 149 31
Cashi in banks, In EUR i -
Cash in transit 7 29 17
ety cash 3 4
Short-terndeposits (ass han 0 doys) 2910 2 882
Cish and éash equivalenis in the statement of finoncial

posiiion 3636 3416
Cash and cash equivaledits in the ﬁ:ﬂﬂmﬁf ol vash flows 3 636 Adle

The Givup Keeps major bank balanées in the following Rostian bonks - Bank 51, Petersburg, Sherbank,
Hosbenk, Alfa Bank and in the Cyprus Hellenio bank.

The Group’s expostre to interest rate risk-and a sensitivity analysis for financisl assets and liabilities are
disclosed in nite 26,

21 Capital and reserves

ig) Sharocapital and share preminm
The table below summarizes the Information about the share capital of Etalon Group Limited.

Number of shares unless orharwize stared Ordiniry shares

1010 2009
Authorlsed $hares ot beginning of year 1117 647 1117 a47
Far value 0,01 GBF 001 GBP
On issue ot baginning of year 1117647 1117 647
On Bsoc at end of year, fully paid 1117 647 1117 647

The holders of drdinary shares are entitled to Feceive dividends and to Gne vate per share at meetings-of
the Company.

(b) Dividends

Az the majority of e Company”s. subdidiatics dré ihcorparated in thie Russian Federation, .and in
accordance with R_u;sian:.tqguﬁn, the subsidiaries’ distributable reserves are Tipited to the balnge of
retained earnings as recorded in their statutory Tinancial stiteniefits prepared In acetrdancs with Russiaf
Accounting Principles. As df 31 Décember 2010 the total of subisidiaries refained eamings, including
the profits for the current year were RUB 11 (28 million (2009 RUB 6 632 millian).

22 [Earnings per share
The caleulation of basic eamings per share is based on the profit attributable to ordinary shareholders of

the Company divided by the weighted avemge number of ordinary shares outstanding during the year,
s shown below. The Company hiag no dilutive paténtial ordinary shares,



ssued shares at | fanuary
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Welghted average number of sharss for the year endad

Number af shares wnlesk stherwise stated 2010 1009
1117 847 1017 647
1117647 LA17 647

31 Decembar

23 Loans and borrowings

This hote provides informafion about the contractual tertns 6f the Group's interest-Boaring logis amd
!:m'mn"msn,'w!iim are meéasured al aniortised cost, For ot information abodt the Groyg™s exposure to
interest ate, forelgn cusrency and liguidity rsk, sse pote 26.

min RUB 2010 2009
Mon-curremt fabilliiles
Becurgd barik loang 4 250
Un=zecyrad hank lans 4 Q8L ]
Secured loans from other parties . oaE
Unsecired band Esues SZepad 1186
6702 2572
Current Habilities '
Cument porfion of secured bankloans 49, 278
Cufrenl péition of tnsecured bank Joans ' 1756
Current portion of secured Loy froim Sthiar parties 1 232
Current portion ofunsseured band Wsiies I 368 L X6
1424 3377

Oni 15 November 2010 the Group has issued 114 thousand loan participation notes (LEN) Tor the total
amount of RUE 3 543 million (classified as u 9.75% USD-denominated ungecuréd bank loan in the

table below).

On 27 May 2010 the Oroup has placed its 2 million bonds on the Russian public debt market for the
fotal amount of RUB 2 000 million (¢lassified as a 14.50% RUB-denominated unsecored bonda‘in the

table helow).
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‘Bank logns are secired by
= buildings with & camrying amount of RUB £8 millien, see note 14.
e inventory with a carrying amount of RUB 100 million, see note 17.

The bank loans are subject to cértain restrictive covenants, which are calculated based on the individusl
financial statements of certain entities of the Group, None of the restrictive covénants have been breached
during the reporting period. _

In 2010 the Cirdup has offset finangial assets (LPNs) and liabilities (loans) which were rocsivable from
and payable to'the sanie party fn'the amoint.of RUB T 085 millivf in the Statenient of financial pasition.
The Group has a legal right 1o offiet the amounis and will réslise the nssel and settle the liability
simultaneously.

24 Provisions

Provision for
min RUB defarred
Wirranties wworks- Total:

Balanze at 1 January 2009 7 | iﬂﬂ 1. ..':-'EE
Provislons made during the year 18 2 144 262
Frovislons vsed during the year E i) {1730 :
Balancsd at 31 Decehiér 2009 53 1913 2 G
Balance st 1 Jappary 2010 £ 1983 2006
Providions made during the yeds 7 1130 1T
Privvisions used dufifig the year () {19043 {1913)
Balafige 4t 31 Decamber 2010 81 1189 1270
Mon-curta Bl - Bl
Current - 1189 il1&%

H1 1 159 1270

{a) Warranties

The provision for warranties relates mainly to the residential units sold during the periad. The provision is
based ok estifates made from hisforicel experience from the sale of such units. The Group expedts the
expenses to be ineiirted aver the hext three yoars in average. For the produgtion companics, the warranty
provision relates to.constrpction works done.

(6)  Provislon for deferred works

The Group records provisions in respect of the- Giroup's obligatiun to Inclr additional Costs associdted
with landscaping and cther works after finishing the construction of apartment buildings, The provision is
estimated based on historical experience, The Group expects the expenses to. be incurred over the next
VEar.
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25 Trade and other payables

niln RUB 20E0 200D
Long-tevin
Advanées fiorm customers T4 -
Financs lease labilities 43 46
Trade payables 6 al
Oiher payables g2 ]
261 382
Shori-izrm
Advances fomcustoiosts 11914 11565
Trade payables 541 1013
B]II:i.I"J;a;ii in éxtess of work completed e 215?‘
Payroll liabilifisg M i3
Income tex payable 36T 75
VAT payabls 427 bl
Finance Jense Habilifies 4 139
Offiér tisis payabls 7z 81
Other payables 218 660
14 284 20558
Total 14 545 20940

Advances from costomers are represented by prepayments for housing and commercial propertics made
under sales cofitracts. I case customers cancel siles conitracts, advances reccived by the Group are repaid
within 3 months from the moment of cancellation, but withholding 5-10% forfeit.

The Group's exposure to currency and liquidity risk related to trade and other payahles is disclosed in
nte: 26.

Finunee lease liabilities are payable as follows:

Zold . 2009

Preséat Present

Fature viloe of Future yalog.of

min RUB mibn{im misfmim  midimem minimum

lease laase lease ) lessg

A vmealy Interest paAvmEnis EyEentis Imberast paymenis

Less than-one ¥ ear a1 7 B4 177 33 139
Beltween one and

flveyears 45 i 44 378 32 4
136 ] 28 555 T0 d35
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Terms and conditions of outstanding finance lease linbilitics were as follows:

min RUE

2010 209
Mominal Yoar of Carrying Carrying
LCUrremcy interent rate malarily Face valud amopni Fage valué RiHanmt
EUR 81 -BTT% 2012 -2013 174 124 437 432
Usp 24,76% a2 . . 50 1]
RUB 17,71% 20102012 A 4 3 3
L28 128 455 455

26 Financial instruments and risk management

(s} Overview

The Group's financial instruments as at 31 December 2010, 31 December 2009 ure catégorized as
follows:

min RUB 2010 2009

Finaaelyl ovaels ol amorlized gost

Loans and recefvibls (exwliding tases teceivablydnd 2124 EA T

‘advanced Piid 15 ihii'pll.iﬁ’;

Cash and c¥sheqn [rnlenits 3 636 1414
ETED 517

Financial Habilities af amortized cosis FIRLE 46302

The Group has exposure to the following risks from its use of finahcial instruments:

e craditrisk

= liguidity risk

& rarket risk

This iote presents information abogt the Group's éxposure to each of the above risks, the Group’s
alijeetives, policies and progesses for measuring and managing visk, and the Group’s management of
capital. Futther quantitafive disclosures are insludéd thtoyghout these consolidated finaricial sistéments,
Risk management framework

‘The Groop’s risk niahagément policies are established to identify and analyse Ve risks faced b:p'ihn
Group, to set appropriate risk limits and controls, and to monitor risks and adberence o limits. Risk
management policies and systems dre reviewed rejgularly to reflect changes in market conditions and the
Growp's activities, The Group, thn its training mnd managerocnt standards and procedures, has
developed & disciplined and constructive control environment in which all employees understand their
rivles and abligations,
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(b Credit rlsk

Credit risk is the risk of financial loss to the Group it a customer or counterparty to a financial instrument
fnils to meet its contractual obligntions, and arises principally from cash and cash equivalerits, depasils with
banks ns well as credit exposiires to Sustomiers, including cutstinding trade and other recgivables.

Credit risk with regards of cish aind cash equivalents and depasits with banks is managed by placing funds
primarily in the banks listed in note 20.

Credit risk connected with trade receivable arising from sale of apartments to individuals is managed by
securing thote recoivibles agiinst sold mpartments. A significant shisre of such salés is miade of a
prepayment basis,

To manage the credit risk of trade receivibles from legal entities the Group hasestablished & credit policy
under whicheach new ctifomér is analysed individially for creditworthineds befure the Ofoup’s standand
payment and delivery terms and canditions are applied,

il Trade gud other receivables

The Group's exposure to credit risk is influsnced mainly by fhe individual characteristics of cach
customer. The Gmup has no customers accounting individunlly for more than 10% of the Group's
bnlance 6f trade and other receivables as at 31 December 2010 (2009: none).

The Grodp -establishes on allowance for impairment that represents. its estimate of incurred losges jn
respegt of trade and pther receivables and investments. The main components of this allowance are a
specific loss'componentthar relates to individually significans exposures, and 4 collective loss component
established for groups of similar assefs in respest of losses that have been incurred but not yet identificd.
The collective loss allowanee Is determined based oo historical data of payment statistics for similar
finanicial dssets,

(il Griiriistess

Ag at 31 December 2010 the Grobg had tist provided any financial guaraniees to entities outside the
Ciroup (20009: nil).

iy Expogure fo credit risk

The carrying amount of fnancial assets represents the maximum credit sxposure. The maximum exposure
ta credit risk at the réporting date was:

Currylag amaunt
min RUB 2010 2002
Loans and receivebles (exchding taxes reeeivabis and 124 2ol
advagees pald to supplisra)
Cesh and cosh eguivalents A638 3418
5 760 5437

The maximum exposdire (0 credit figk for trade receivables af (he keporting date by geographic region was
concentrated in the St, Petersburg region,

The maximum exposure to credit fsk For trade recelvables at the reporting date by type of customer was
concentrated on the industrial customers — légal entitles ineluded Inthe segmént "Construction services™.
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Impairment losses
The aging of trade receivables at the reporting date was:

Groas Impalrmeni Gross Impzirment
min RUB 2OI0 210 0039 _ Foae
Mot pustdue 1 147 1 1381 i
Pagtdug 030 days 104 . 13 -
PBastdie 31-120 days s - 31 1
Past due more than 120 diys 254 32 123 37

1627 33 1570 41

The movement in the allowance for impairment In respeet of trade receivables during the year wag a5
follows:

miln RUB 2010 2009
Balaice st beginning of the year 42 27
Increass during the year o0 3%
“Werie-o s 2 (4]
Diectease dido fo reyersal (44 {18)
Balinéeat'end ofiheyenr 33 Ay
The movemend in the allowance for impaioment in respect of other receivables during the year was‘as
Firllorwrs:

fln RUE 2010 2009

Balance al bepinalng o fihe year I 133
Inpreass during the year 52 11z
W rite-c () (8)
Decroace dui'tp foversal {132y _ &l
Bilaiiée at #nd afthe yea? B9 177
(¢}  Liguidity risk

Liquidity risk is the risk that the Group will encounter difficulty i meeting the obligtions assbciated
Wwith It financial liabilities that are settled by delivering cash of another financial %ﬁm Group’s
approach to managing liguidity is to ensure, s far g3 possible; that it will abways heve sufficient lquidity
10 rieet fis liabilities when dug, ider bolh fommal ahd $fredsed conditions, without incurring
unacceptable losses or risking domege lo ihe Group's reputation,

Each-year the Group prepares-cash flow budget to forecast possible liquidity deficits and to define the
sources of financmg of those deficits.

The following are the Eontracual maturities of financial liabilities, including estimited intefest payments
and excluding the impact of nefting agreements. It is nof expected that the cash flows included in the
maturity analysiz could pecur significantiy carlier; orat significantly different amioitnts.
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{d) Market risk

‘Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates

and equity prices will affect the Group’s income or the value of its holdings of financial
instruments. The objective of markest risk management is o manags and control market risk
exposures within acceptable perameders, while optimising the refurn,

i (CHirrency rivk

The Group s exposed 16 currenicy risk on borfowings denominated in USD (the US dollar) and on
finance lease Habilities denominated in BURD - the currencies. other than the respective functional
wurrency of Group entities, the Riisstan Rouble (RUB).

Exposure to curredty risk

The Group's exposiire to foreign corrency risk was as follows based oi notional ambuints:

s Euro- 1SD- FlR-
min RUB denominated  denomimated  denomingted  demominated

2ol ; 1010 2009 2009
Cash and ¢ash squivaldats 1 502 385 106 590
Loans and bofrowings [3:533) (@3 3 '!HE_:I =
Finnnce lease liibilities : (124) (30} (37
Groas sxposure 12031) {113y @ 4%6) 158

The following significant éxshange rites applied during the yiar:

in RUB Average rate Reporling date spot rate
2010 2009 2010 2009

UsD 1 30,38 Ly 30,48 10,24

EUR. | 40,22 44,34 40,33 43,39

GDP 1 46,93 49,68 47,26 8,04

Sensitivity analysis

A vieakening of the RUB, 'a$ indicated below, against the following caifencies st 31 December
wotild have increased (decrensed) equity and profit of Joss by the amounts shawn: below. This
analysis is based on forelgn cutrengy exchange rate variances that the Group considered to be
reasonably possible it the end of the reportinig petiod, The andlysis sssumes thip all other vatlibles,
in particular interest rates, remain constant, The analysls is performed on the same basis for 2009,
albeit that the reesonably possible forelgn exchange changes rate varlances were different, &3
indicated bélow.
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min HUB Fiquity Frofit or lods
2010
USDY (10% strenglhening) (203) (203}
EUR (10% stréngthening) (11 (11}
a14) @19
300
LSD (10% strengthenlig) (360 (360
ELR (10% strengtlicaing) 16 15
@4d) (344)

A sttﬂi;gilﬂniug of the RUB pgainst the above currenciesat 31 December would have hed the equal
but opposite effect on the.above currencies to the amourits shown above, on the bagis that all other
varisbles rernsin constant,

(i Friterest rate risk

Inteeest rate risk i8 the risk that changes in floating interest rates will adversely impact the financial
results of the Group. The Group does not use any derivitive instrumients to manage inleres) fate.
risk exposire.

Profile

Atthe reporting date the intsres rate profile of the Grolip's interest-bearing financial instruments
Was:

min RUB Carrying amauat’
2010 Zhow
Fiaed rafe ingfrmmests
Finamclal aszets o iR 403
Finaticlal Habilities (7 880) {6 329)
3 B52) {2299)

Viiriable rote inytromenty
Financiul liabfitisa oo 1374) =

14 .

Fuir value sensitivity analysis Tor fixed rate instruments

The Group does not sccount for any fixed rate fininginl asssts and liabilitics af fair value through
profit or foss. Theréfore a change in inferest rates af the reporting: date would nit-affect profitor
Lass, '

Cash flow sensitivity analysis forvariable rate instrinierits

A change of 100 basis points in interest rates at the réporting date would have-decteased equity and
profit or loss before taxes by the dmounts shown below. This analysis assumes that all other
varizblas, ih particelar Forelgn currency rates, remain constant,

50



Eralon Growp Linidted
Notes fo the Consalidaied Fingncinl Siatements far the vear erded 31 December 2016

mlon KU E Profit or los _ Equity
M) bp increase 100 bp decrease 10N bp increase 100 bp decrease
2010
YVanable rate indruments (43 4 (4 4
Cash Mow sensitivity (net) (43 4 (4] 4
2009
Vanable rate instruments - = -

Cazh Mow sensitivly {ne) = il = "

{e)  Fair values versus carrying amounis

The fair values of financial assets and liabilities, together with the carrying amounts shown in the
statement of financial position, are as follows:

Carrying Falr Carrying Fir
Mote amaount value amount value
min RUB 2 2000 2M)5 2iHr9
Assels carried at amortised cost
Loans and receivables (excluding 18, 15 2124 2124 201l 2011
tawe s reseivable and advances paid
to suppliers)
Cash and cesh equivalents 20 3636 1636 3416 3416
5 Tal 570 5427 5427
Liabilities carried at amortised
cosl
Secured bank loans 23 433 423 528 528
Linsecured bank loans 23 4 B4 4084 I Sad I e
Secured loans from other paries 23 7 7 I 160 | 160
Linsecured bond issues 23 3612 3612 2192 2192
Trade and other payables 25 13 670 13679 20 458 20 458
21 B05 21 805 26 302 2o 302

The basis for determining fair values is disclosed in note 4.

Management believes that the fair values of its financial assets and liabilities approximates their

CHITYINE AMOUnLS.

i Capital management

The Board's policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sostain future development of the business. The Group manages its
capital to ensurc that cntities in the Group will be able to continue as going concems while
maximising the return 10 equity holders through the optimisation of the debt and equity balance.
The management of the Group reviews the capital structure on a regular basis. As part of this
review, the management considers the cost of capital and the risks associated with it

The capital structure of the Group consists of net debt (borrowings as detailed in note 23 offset by
cash and bank balances) and equity of the Group (comprising issued capital and retained earnings
as detailed in note 21). The Group is not subject to any externally imposed capital requirements.



Nodes to the Consalidated Finoncl! Statements for the year ended 31 Decamber 2010

min RUE 2010 2009
Total burrowings E 13 5 Bad
Less:cash and cosh equivalents 3 534) {34187
Mar detbr & 4590 2428
Tolal equity 12568 BO51
Db to capital ratio 531 Decenibar : o35 0,30

Finance lease liabilities (RUB 128 million at 31 December 2010, BUB 485 million at 31 December
20097 are nint inelisded fa the total-dnioont of borrowings.

27 Operating lenses
MNon-cancellable operating lease reatals arepavable as follows:

min RUB 2010 zoad
Liss thian ane yeat 75 154
Between ong and five years 144 BT
More thop five yenrs 44 .!G
263 237

The Gireup leases a numiber of land plots for the purpose of construetion.of residential snd
comimertial peéiilsed fof $ile, a5 well .as land plots vepupied by s own production and office
Facilities under operating leases.

Lease payments for land plots occupied by residential and commercial premises under construction

are capitalized into the cost of premises,

The leases typically run for the pericd of vonstriction of premises. After thése properties are
constructed and sold, lease rentsls are paid by the owners of those properties. Lease payments are
wsally increased annually to reflect market rentals,

During the year ended 71 Decernber 2010 an amount of RUB 33 million (2009: RUB 60 million)
was recognised sk an expeise in the statement of éamiprehensive income In respect of operatiig
leases, while RUB 61 million (2009: RUB 68 million) were capitalized into the cost of residential
and cotmercis] premises under construction,

28 Capital commitments
As ut31 December 2010 the Group does not ave any-capital commitments (2009 il).

29 Contingencies

(a) Tosuradce
The insuranee industry in the Russian Fedefotion is in a developing, state afd many forms of

insurance protection commeon in other parls of the world gre not vet gencrally available. The EWI}F
does net have full coverage for its plant facilities, business interruption, ot third pirty liability in
respect of property or environmefital damage arising from sccidents on Group' propeity or relating
to Group operations, Until the Group obiains adequate insurance coverage, there Is a risk that the
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loss of destriuction of certain assets could have a malerial adverse effect on the Group®s opemtions

(b) Litigation

D‘I.I;l‘]l]g the year, the Grolip was involved in a nimber of court prgl:ﬁ;dmg.s {both a5 s,plamlrﬁmid
a defendant) arising in the ordinary courss of business. In the opinion of management, there are no
current legal procesdings or other cluims oulstanding, which ‘could hiave ‘n materinl ‘sffect on the
result of pperatices or financlal position of the Groidp and Which hive nit been acorued or
disclosed in these preliminary consolidated financial statements,

(&) ‘Taxation contingencies

The mﬂmmm in-the Rusgian Federation js relatively new and is characterised by frequent
changes in iqms[atmn official pronoidicements aid -court. decisions, which are-offen unclear,
confradictory and wblmt_ia:r varying in tion by different tax authorities, Taxes wré subject 15
raview and mw;mganm ‘a-numbef of authorities, whu:]: have the -auﬂmm}r I Impose Severs:
fines, pennlties and inferest charges, A ta,x year remgins: ‘open Hor review by the tex euthprities
during the three subsequent calentlar veurs; howevet, shder cenaln eirctinstancss otk year may
pentain open longer, Recént évents within the Russian Federation suggest that the tax authorities
are taking a more assertive position in their interpretation and enforcement of tax l:’glﬂd!lﬁn

Th:ve;;nmt;?atmm:ﬂjm ura@.tia tax risks ‘in the Russian Federation tha.ttda;E Mhmah;;rl}é;mm
significant than In othie countrles. Minageient bélidves ti:ut it Wit provided adequate tax
Ikaliilitiés bosed an ifs inferpretations. ﬂfﬂppliﬂkhkwﬂﬂn tex legislation, oificial pronounsements.
voyrt ‘decisions. However, the interprefations of thé relevant authiorities could- differ wid ‘the
ctoon thess consolidated financial statéments, if e sulborities were successhul in enfording
their intérpretations, could be significant.
The Group believes that all Group's sales transactions were taxed in accordance with Russiin tax
legislation. However, bused on the uncertainty of legislstion and arbitration practice, the jax
puthorities dould tike & different position and attiompt to-assezs-additional tax (Enuludmg VAT),
peralties and interest. Based on the uncertainty of practical application of the law the pntmmﬂ
amount of such assessment connot b reliably estimated. The Group has not made any provision
bezause it believes it is not probable that an outflow of funds relating te any such assessment will
take place.

30 Related party transactions
(0 Contrdl velitionibips

The ultimate beneficiary hafeholders of e Group are members of the family of Mr
Viachaslay Zaresikov, who ownesd 63,25 of the Group's shares st 11 Decerriber 2010 (2009: 67%),
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Nater bo fie Comsolidared Fingnelal Safenenis for the year ended 51 Dacember 3000

(b) Transactions with management and ¢lose family members

fi) Management penuneration
Key management received the following remuneration during the yesr, which is included in
personiel coats (dea'nots 11);

min KUB 2010 1009
Saldfies dnd bonuscs 157 ¢ 1og
Benéfits i kind - 2

157 . 111

(i) Other transictions
Sales to key managemant personnel aré disclosed below;

Transaction value Dutstandlng balonce

min RUB 2010 2 2010 2009
Sale afapariments and pregiises g2 a0 - -
Vg . (111 - -

(€) ‘Transactions with other reluted partics
“The Group's other felated party transactions ire disslobed bilow.

{1} Reventie
Tramsaction value Cytsfunding bulpnge
#iln RUB 2010 2009 zoi0 2009
Oither related parties 41 ™ 40 149
Equbly secounted lnvestess a8 3 a7 2
79 42 137 151
All opistanding balances with related partiss are to be séttled in casgh. Noine of the balatces fire
secured.
Transaction valee A g bilanide
min RUR 2010 Z00e 010 _ 2009
Oitbier relared parties 34 43 B 45
Equity noccounted investoes 3] B3 5 17
53 116 13 [

All outstanding balances with telated parties are o be s&ttled in cish. None of the balances are
secured,
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{EH) Loans
mln RUB Amount logRned Outstanding balance
2010 1009 2010 2009
Loana given;
Eguity sccountéd investees 10 G2 ] -
Dthef related parles (5 ] 4 4
id 264 14 4

Lbans Bear intetest rates ranging from 074 o 1 7% per angui (20095 0% fo 17T38).

In May 2010 Vyacheslav A. Zarenkov has sold his 20% shareholdings ét::suhfslail.iw CQISC "Z5M
"Etalon” to CISC “85MO LenSpetsSMUY for the consideration of RUB 91 millian

31 Group entities

Significant subsidiaries

Subsidinry Country of Incorporation 31 December 2000 31 December 2009
CISC “U7K Exdlon™ Rosian Pederition 99.50% 99,508
CJ3C “S5MD LenSpetsSMU™  Russian Federation 98.01% F801%
CJ50 "SSP MFTCY Russian Federation £5.64% 85.64%,
CISC TSUN LenSpessMuU Russipn Féderation OR.90% 98,905
CISE Akt Rugslan Federition 98.01% 98.01%
CISC “Novator™ Russion Federntion Jo.40% £9,40%
CISCLedSpelasm- Riissdan Pedepaticn T9.23% 792
Reconstrukisiya™

Az of 31 December 2010 the Group controlled 83 legal eitities (31 De¢omber 2009: 77). Thelr
assets, liabilities, revenues and expenses have been included in these consolidated financial
statements. The above iz a list of the nost significant subsidiaries.

In 2010 and 2009 & number of subsidiaries were consolidated based on management contracts with
CISC “UK Etalon™ biging the Russian subholding company of the ‘Group, Management contracts
give CISC UK Ewlon” the power to govern the financial and operiting policies of thosc
sibsidiaries and to obtain benefits from their activifies,

The Group has establishéd a numberof spécial piirpose entities (SPEs) for holding of Jand plots
and treding purposes: that are also consolidsted. SPEs established for frding purposes are
cooperatives of owners of housing and commertial premises:in which the tustomers acquire shares
in ofder to obtaln owiership ¢ights for those prénises,

32 [Events subsequent to the reporting date

(a} Financing events

Subsequent to the réporting date the Group has repaid loans and borrowings outstanding as at 31
December 2010 for the total amount of RUE 120 millian,

In Febrmry 2011 the Group his obained additional tranche of loan for the fotal amount of RUB
545 million with inerest rate of EURTEOR+ 7% and repayable al 2014,
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Independent auditor’s report to the members of Etalon Group Limited

We have audited the accompanying consolidated financial statements of Etalon Group
Limited (the “Company”, and together with its subsidiaries, the “Group”), which comprise the
Consolidated Statement of Financial Position as at 31 December 2010, the Consolidated
Statements of Comprehensive Income, Changes in Equity and Cash Flows for the year then
ended, and notes, comprising a summary of significant accounting policies and other
explanatory information.

This report is made solely to the Company’s members, as a body, in accordance with section
262 of the Companies (Guernsey) Law, 2008. Our audit work has been undertaken so that we
might state to the Company’s members those matters we are required to state to them in an
auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Company and the Company’s
members as a body, for our audit work, for this report, or for the opinions we have formed.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements that give a true and fair view in accordance with International Financial
Reporting Standards, and for such internal control as management determines is necessary to
enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based
on our audit. We conducted our audit in accordance with International Standards on
Auditing. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on our
judgment, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk assessments, we
consider internal control relevant to the entity’s preparation of the consolidated financial
statements that give a true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of consolidated financial
statements.

In addition, we read all the financial and non-financial information in the Directors’ Report to
identify material inconsistencies with the audited consolidated financial statements. If we
become aware of any apparent material misstatements on inconsistencies we consider the
implications for our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.



Independent auditor’s report to the members of Etalon Group Limited
(continued)

Opinion
In our opinion, the consolidated financial statements;

* give a true and fair view of the consolidated financial position of the Group as at 31
December 2010 and of its consolidated financial performance and its consolidated cash
flows for the year then ended;

* are in accordance with International Financial Reporting Standards; and

e comply with the Companies (Guernsey) Law, 2008

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies
(Guernsey) Law 2008 requires us to report to you if, in our opinion:

¢ the Company has not kept proper accounting records, or

¢ the financial statements are not in agreement with the accounting records; or

* we have not received all the information and explanations, which to the best of our
knowledge and belief are necessary for the purpose of our audit.

(/Mf (xo-mﬂ/ A‘/o-no/} é:w-'/({

KPMG Channe! Islands Limited
Chartered Accountants

15 March 2011



