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AFI DEVELOPMENT PLC
(“AFI DEVELOPMENT” OR “THE COMPANY™)

RESULTS FOR THE SIX MONTHS TO 30 JUNE 2019
Residential presales drive positive momentum

AFl Development, a leading real estatc company focused on developing property in
Russia, today announces its financial results for the six months ended 30 June 2019,

H1 2019 financial highlights

* Revenue for 6 months of 2019 totalled US$182.0 million, including proceeds
from the sale of trading properties:

— Rental and hotel operating income was US$63.2 million
— AFIMALL City contribution for the period was US$44.2 million

— Sale of residential propertics contributed US$116.6 million to total
TEVENUE

= (ross profit for the 6 months period was US$92.8 million
¢ Net profit for H1 2019 amounted to US$37.6 million
= Total gross value of portfolio of properties stood at US$1.24 hillion

e Cash, cash equivalents and marketable securities as of 30 June 2019 amounted
to US$99.1 million

111 2019 operational highlights

e Following the delivery of Building 6 at Odinburg in May 2019, the transler of
apartments o customers continues to schedule. The construction and presale of
apartments in Building 3 (Phase 1) and Building 3 (Phase II) are also underway. As
of 16 August 2019, the number of signed sale contracts stood al 766 (83% of total)
in Building 3 (Phase I), 93 (7% of total) in Building 3 (Phase IT) and 215 (96% of
total) in Building 6

e At AFT Residence Paveletskaya, Phase 11 was delivered in May 2019 and the
transfer of apartments to customers is ongoing. The construction and presale of
apartments in Phase 11l continue. As of 16 August 2019, 588 contracts for the sales
and pre-sales of apartments and “special units™ had been signed (73% of Phase [,
Phase 1l and Phase III combined)



Al Bolshaya Pochtovaya, construction and marketing of the project are
progressing to plan. As of 16 August 2019, 313 apartments (50% of Phases I, 11
and III combined) had been pre-sold to customers

*  The construction and pre-sale of properties at Botanic Garden arc ongoing. As of
16 August 2019, 426 apartments (53% of Phase I) had been pre-sold to customers

= In H1 2019, the Company commenced construction works at lwo grade A office
developments in central Moscow: Tverskaya Plaza Ic and Tverskaya Plaza IV.
Both properties are located near the Belorussky railway station in a busy and well
developed office district

At AFIMALL City, the net operating income (‘NOI") for H1 2019 was US$34.3
million

Commenting on today’s announcement, Eli Avrahampour, Chairman of AFI
Developmenl, said:

“lam pleased Lo report positive momentum in our financial and operational results for H1
2019, owing largely to the recognilion of residential presales and the stable performance
ol the yielding portfolio.

During the period, we leveraged our improving profitability to reduce our exlernal debt
and to repay USS107.2 million to VTB Bank relating to a number of existing loans.

Al the same time, we are concerned with pace of sales across our residential portfolio,
which remains subject to volatile markel conditions, and with general vulnerability of the
Russian economy to external and internal challengges,”

H1 2019 Resulis Conference Call:

AFI Development will hold a conference call for analysts and investors to discuss its H1
2019 financial results on Wednesday, 28 August 2019,

Details for the conlerence call are as follows:

Date: Wednesday, 28 Aupust 2019

Time: 3pm BST (5pm Moscow)

Dial-in Tel: International: +44 (0)20 3003 2666 / UK toll free: 0808 109 0700
Password: AFT Development

To take part in the confercnce call, please dial in approximaltely 5 minutes before the start
of the event,

Prior to the conference call, the H1 2019 Investor Presentalion of AFI Development will
be published on the Company website at hilp://www.afi-development.com/en/investor-
relations/reporls-presentations on 28 August 2019 by 11am BST (1pm Moscow time),

- cnds -



For turther information, please contact:

AFI Development, +7 495 796 9988
llya Kutnov, Corporate Alfairs/Investments Director (Responsible for arranging the
release of this announcement)

Ciligate Dewe Rogerson, London +44 20 7638 9571
Sandra Novakowv
Lucy Eyles

This announcement contains inside information,
About AFI Development

Established in 2001, AFI Development is one of the leading real estate development
companics operaling in Russia.

AFI Development is listed on the Main Market of the London Stock Exchange and aims to
deliver shareholder value through a commitmeni Lo innovation and continuous project
development, coupled with the highest standards of design, construction and quality of
customer service.

AFT Development focuses on developing and redeveloping high quality commercial and
residential real eslate assets across Russia, wilh Moscow being its main market. The
Company’s existing portfolio compriscs commercial projects focused on ofTices, shopping
centres, hotels and mixed-use properties, and residential projects. AFl Development’s
strategy is to sell the residential properties it develops and Lo either lease the commercial
mroperties or sell them for a favourable return,

AFI Development is a leading force in urban regeneralion, breathing new lile into city
squares and neighbourhoods and transforming congested and underdeveloped areas into
thriving new communitics. The Company’s long-term, large-scale regeneration and city
infrastructure projects establish the necessary groundwork for the successful launch of
commercial and residential propertics, providing a strong base for the future.

Legal disclaimer

Some of the information in these malerials may contain projections or other forward-
looking statements regarding future events, the future financial performance of the
Company, its intenlions, beliefs or current expectations and those of its officers, directors
and employees concerning, among other things, the Company's resulls of operations,
[inancial condition, liquidity, prospects, growth, strategics and business. You can identify
forward looking stalements by terms such as "expect”, "believe", "anticipate"”, "estimalte",
"intend", "will", "could,” "may" or "might" or the negative of such terms or other similar
expressions. These statcments are only predictions and that actual events or results may
differ materially. Unless otherwise required by applicable law, regulation or accounting
standard, the Company does not intend o update these statements to reflect events and
circumstances occurring after the date hereof or to reflect the occurrence of unanticipated
events.



Many factors could cause the actual results to diffcr materially from those contained in
projections or forward-looking statements of the Company, including, among others,
general economic conditions, the compelilive environment, risks associated with operating
in Russia and markel change in the industries the Company operates in, as well as many
other risks specilically related to the Company and its operations.



Chairman’s siatement

We are pleased to report year-on-year growth in both revenue and gross profit in the first
six months of 2019. This is owing largely to residential presales recognition that was
responsible for approximately 62% of our total revenue, which grew to almost US$182
million. Meanwhile, the Russian cconomy remains subject to internalional sanctions,
including the most recent cxeculive order of the U.S. President prohibiting U.S. banks
[rom participating in the issuance of Russian sovercign debl (introduced in August 2019
for a period of 12 months).

As reported in Q1 2019, near completion of several of our residential projects (Odinburg,
AFI Residence Paveletskaya, Bolshaya Pochtovaya and Botanic Garden) has allowed us to
recognise increased revenue and profil in the first six months of 2019, As a result, our
gross profit for the period amounied Lo US$92.8 million.

Rental and hotel operating income was broadly unchanged compared to H1 2018 al
LUSH63.2 million,

During H1 2019, we significanily reduced our external debt to VTB Bank PISC. In May
209, we repaid USS38.9 million of the Plaza Spa Kislovodsk and Plaza Spa
Zhelznovodsk loans, while in June 2019 we repaid US$68.4 million of the AFIMALL
City loan. As of 30 June 2019, our lolal outstanding bank loans amounted to USS400.4
million.

During H1 2019 we also commenced construction works at two of our grade A office
projects in the Tverskaya Zastava Area in Moscow: Tverskaya Plaza Ic and Tverskaya
Plaza IV. The construction of both properties is being funded by cquily.

While our current financial results reflect strong residential sales, volatile market
conditions may affect our ability to reach our inlernal sales targets going [orward, which,
in turn, may influence our ability to secure necessary financing for our projects.

Projects updaic
AFIMALL City

Occupancy at the end of the second quarter remained unchanged compared to Q1
2019, at 90%. In June 2019, AFI Devclopmenl partially repaid the euro-
denominated part of the AFIMALL Cily project loan to VTB Bank PISC, in the
amount of EUR 60 million (US$68.4 million).

Odinburg

At the Odinburg residential development, Building 6 (Phase II) was slale
commissioned in May 2019 and the delivery ol ils presold apartments lo customers
has been ongoing. Construction works remain underway at Building 3 (Phase I) and
Building 3 (Phasc II). As of 16 August 2019, the number of signed sale contracls
stood at 766 (83% of total} in Building 3 (Phase I), 93 (7% of total) in Building 3
(Phase II) and 215 (96% of total) in Building 6.



Following changes in federal and municipal legislation regarding urban planning,
the arca of the Odinburg project has become subject Lo the new regime on complex
suslainable territory development. The new legislative repime requires a new form
of agreement between municipal authorities and a developer — a so called “complex
sustainable territory development agreement” (*CSTDA™). To enter into a CSTDA,
in January 2019 AFI Development applied [or a termination of the otiginal
invesiment agreement to the Moscow Region authorities, which requested that the
investment agreement be terminaled by a court decision. In Q2 2019, the Arbitration
Court of the Moscow region ruled that the current investment agreement does not
mect the new legislative requirements and should be terminated. During the courl
hearing, the Moscow Region authorities supported the Company’s position and did
not obhject to the court decision.

Al the same time, AFI Development entered inlo negotiations with the Moscow
region authorities regarding a CSTDA, which would meet the new legislative
requirements. The gross sellable area of residential housing (461,000 sqm) and
commercial areas (16,400 sqm) that can be construcled at Odinburg, as well other
key business terms of the terminated investment agreement and its addenda, will not
be adversely affected by the new agreement. The Company cxpects the CSTDA to
be signed in Q1 2020 and believes that the risk of this agreement not being signed is
low. In the event the CSTDA is not signed, according to the Company’s preliminary
analysis, it may lose the right to build between circa 113,000 and 176,738 sym of
residential gross sellable area at the site of the project.

Currently, all construction works and marketing at Odinburg continue as planned.
AFI Residence Paveletskaya

Following the delivery of Phase II in May 2019, the transfer of apartments to
customers has been ongoing. The focus in construction and presale of apartments is
now on Phase 111 of the development. As of 16 August 2019, 588 contracts [or sales
and pre-sales of both apartments and “special units” had been signed (73% of Phases
I, I and IIT combined).

Bolshaya Pochtovaya

The pre-sales and marketing are ongoing in all three phases of the project. As of 16
August 2019, 313 apartments (50% of Phases I, 11 and III) had been pre-sold to
CUSEOIMErs,

Botanic Garden

Construction and pre-salcs are also progressing at Botanic Garden. As ol 16 August
2019, 426 apartments (33% of Phase 1) had been pre-sold (o customers.



Tverskaya Plaza Ic and Tverskaya Plaza 1V

In Q1 2019, AFI Development launched construction works at its grade A prime
office project in central Moscow Tverskaya Plaza Ic. In Q2 2019, construction
works were also launched al another grade A office development at Tverskaya Plaza
IV. Both projects are located within walking distance [rom each other. Due o a
revival in Lhe office market driven by limiled new development in the central areas
of Moscow, the Company believes both properties will be in high demand by tenants
al the time of their completion.

AFI Development is currently finaneing construction of both properties with own
capital; however, talks with banks regarding potential project [inance are underway
to ensurc additional [inancing is available if required.

Market overview — general Moscow real estate

Macroeconomic environment

The Russian economy is expected to grow at a moderate rate aver the coming years. The
Organisation for Economic Co-operation and Development (“OECD™) expects a 2019
GDP growth rate of 1.38% and 2.07% for 2020,

In Q2 2019, the RUR/USS exchange rate [luctuated between 62.6 and 65.4 roubles per
dollar. The rate at 30 Junc 2019 was RUR63.08 (vs. RUR64.73 on 31 March 2019),

The Central Bank of Russia (“CBR™) decreased its key lending rate by 25 bps to 7.5% in
June and by a further 25 bps to 7.25% in July 2019, Its rationale for the rale cuts included
lower than expected economic growth and rising inflation.

Consumer price inflation in June 2019 was 4.7% (annualised), against Lhe CBR tarpet ratc
of 4.0%. The CBR expects inflation to reach this target in “carly 2020,

{(Source: OECD, the Bank of Russia, RBC)

Moscow office market

According to Cushman & Wakefield ("C&W™), new supply in H1 2019 amounted Lo
120,000 sqm of new space in classes A and B office buildings combined (mostly in Q2),
compared to 41,000 sqm delivered in H1 2018, The largest delivered project was the Iskra
Park Class A business cenire (62,000 sqm of gross leasable area).

The take up in 111 2019 was about 962,000 sqm, a 1% increase year-on-year, with demand
driven largely by the banking and IT scctors. Vacancy rates in class A and B have
somewhal stabilised. According to C&W, Lhe vacancy rate in Class A office buildings
stood at 13.3% at the end of Q2 2019 (vs 14.0% in Q2 2018) and in Class B at 10.5% (vs
10.9% in Q2 2018). The overall vacancy rate [or this market segment was 11.2% (vs
11.6% in Q2 2018). The rents in H1 2019 remained stable in dollar lerms but experienced
slight growth in rouble terms, especially in Class B buildings. Rouble denominated rents
continue  to prevail. Dollar denominated (ransactions accounted for 8.5% of all
transactions during H1 2019,

(Source: C&W Marketbeat July 2019)



Moscow retail market

One new shopping centre was opened Moscow in H1 2019 — Salaris in *New Moscow™,
with a gross leasable area of a 105,000. Development aclivity in the sector remains at
historically low levels.

Just six new brands entered the market in H1 2019. Most of these brands were in the
[ashion, footwear and cosmetics segments. Retailers and reslaurateurs experiment with
new formats including food markets, restaurant courts, “dark kitchens”. IKEA has now
opened a first “in city” 8,000 sym unit (about 3 times smaller in sizc than a regular IKEA).

The vacancy rate across Moscow shopping centres at the end of H1 2019 was 8.2%
(C&EW).

Turnover rent with a low minimum rent continucs to be the most common lease structure.
Rouble denominated rents prevail in retail. According lo C&W, turnover rent for a gallery
retailer is in the range of 12%-15% ol sales revenues (3-7% for large anchor tenants).

The most common lease structure continues to include a combination of a low minimum
rent coupled with turnover rent, with fixed exchange rates commonly offered to tenants,

(Source: CE&W Marketbeat July 2019, CBRE Moscow Retail Market Overview, HI 2019)

Moscow and Moscow Region residential market
Moscow

At the end of H1 2019, the supply to the *Old Moscow™ primary residential market
(including “apartments™) was about 3.04 million sqm (aboutl 42,585 residential units in
331 projects), a 1.7% decreasc compared Lo Lthe end of 2018 (data by Metrium).

By the end of H1 2019, the weighted average asking price in the newly built business class
residential market in Moscow amounted to RUR235,805 per sqm (US$3,627, US$/RUB =
65). Compared with the end of Q1 2019, the average prices increased by 2.3% in roubles.
In the mass scgment, the weighled average asking price was RUR167,820 psqm, an
increase of 1.3% compared to the end of Q1 2019 (US$2,582, US$/MRUB = 65) (data by
Metrium).

The Moscow region

At the end of H1 2019, the weighted average price per sqm in the Moscow region was
RURS3,100 (US$1.278, USD/RUB = 65) (data by Azbuka Zhilya).

(Nource: Metriwm I11 2019 Results on the Moscow Residential Market, Azbuka Zhilyva
online database)

Elias Ebrahimpour (Eli Avrahampour)
Chairman of the Board
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AFI DEVELOPMENT PLC

STATEMUENT BY THE MEMBERS OF THE BOARD OF DIRECTORS AND THE COMPANY

OLNICIALS RESPONSIBLLE FOR THE DEATING OF THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL STATEMENTS ACCORDING 10 THE CYPRUS SECURITIES AND
LECIHANGE COMMISSION LEGISLATION

In accordance with Article 10, sections (3)(c) and (7) of the Transparency Requirements (Traced
Seeurities in Regulated Markets) Law 190 (1)/2007, as amended from time to time, we, the members of
the Board of Dircelors and the Company officials responsible for the drafting of the condensed
consolidaled inlerim financial stalemenis of AF] Development Ple for the period ended 30 June 2019,
conlirm o the best of our knowledge that:

a) the condensed consolidated interim financial statements for the period ended 30 June 2019
which are presented on pages 2 to 29:

(i) have been prepared in accordance with the International Financial Reporting Standard TAS 34
“Interim Financial Reporting™ as adopled by the EU and according to the requirements of the
article 10, seelion (4) of the Transparcney Reguirements Law and

{if) give a true and fair view of the assets and liabilities, the financial position and the profil or
loss of the Company and the undertakings included in the consolidation as a whole, and

b}  the adoplion of a going concern basis for the preparation ol the linancial slalements continues
1o be appropriale based on the foregoing and having reviewed the [orecast linaneial position
of the Group; and

c}  the interim management report includes a fair review of the development and performance of
the husiness and the position of the Company and the undertakings included in the
cansolidalion as a whole, logether with & deseriplion ol the principal risks and uncertainties
that they [ace.

Members of the Board of Directors

Non-excecntive independent divectors

- P
Elias Ebrahimpaour — Chairman {ﬁﬂq‘ﬁ‘mrﬁ‘”t ....................

Panayiotis Demetriou i e sl A

Avraham Noach Novogrocki

Wark Groysman (CEC))

Alexey Miroshnikov (CFO)

26 August 2019
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KPMG Limited

Chartered Accountants

14 Esperidon Street, 1087 Nicosia, Cyprus
P.0. Box 21121, 1502 Nicosia, Cyprus

T: +357 22 209000, F: +357 22 678200

Independent suditors' report on review of condensed consolidated interlm finunclal
information te the members of AF] DEVELOPMENT PLC

Iniraduction

We have reviewed the accompanying condenscd consoliduted sistement of financial position
of AFl Development PLC as at 30 Junc 2019, the condensed consolidated sialements of
income, comprehensive income, changes in equity and cash flews for the six-month period
then ended, and notes 1o the intecim fnoanclal siements {‘the condensed consolidaled
interim Minancial statements’). The Company’s Board of Direetors is responsible for the
preparation and preseniation of these condensed consolidated interica linancial slatements in
pccordunce with 1AS 34 “Interim Financial Reporting™, Our responsibility is to express a
conclusion on these condensed consolidated inerim fGnancial statements bused on our
review,

Scope of Review

We conducied our review in accordance with the Intermational Standard on Review
Engagements 2410, “Review of Interim Financial Information Performed by the Independent
Auditor of the Entity”. A review of interim financial stalements conslsts of making inquiries,
primarily of persons responsible for financial and accounting matters, ond applying anadytical
ind other review procedures. A review is substantially less in scope than an audit conducted
in aeeordance with International Standords on Aoditing and consequently does not cnable us
o obiain assurance that we would become aware of all significant matiers that might be
identified in an audit. Accordingly, we do not express an audil opinion.

Comclusion

Based on our review, nothing has come 1o our atlention that causes us lo belicve that the
accompanying condensed consolidated intetim fnancial stvements as at 30 June 2049 are
nol prepared, in all maoteria] respects, in accordance with 1AS 34 “Interim Finuncial

Marios G. Gregoriades, CPA
Certified Public Accoumtant and Register Auditor

For and on behalf of

KPMG Limited

Certiflicd Public Accountants and Registered Auditors
14 Esperidon Street

1087 Micosia, Cyprus

26 August 2019



AFI DEVELOPMENT PLC

(RS ]

CONDENSED CONSOLIDATED INCOME STATEMENT

Faor the period from 1 January 2019 to 30 Junc 2019

For the For the
six months ended  six months ended
30/6/19 a0/6/18
US$ *000 USE 000
Note
Revenue 6 181,952 142,021
Other income 1,197 __ Bl
Opcraling cxpenses 8 (28,398) (30,421)
Cost of sales of trading properlies 14,15 (59,317 (30,415)
Administrative expenses 7 (2,034) {2.576)
Other expenses _ [(408) 3.627)
Total expenses {90,357} (H7.039)
Gross Profit 92,792 53,763
Profil on sule of investment property 11 10,22} -
{(Decrease)/increase in fair value of properties 11,12 (30.387) 42,567
Results from operating activities 72,625 _98.330
Finance income 13,060 17,365
Finance costs (20,132} (19.212)
Net finance (costs)/income 0 7,072 {1.847)
Profit before tax f5,553 06,483
Tax expense (i} (27.967) (19.815)
Profit for the period _ 37580 ThH. 668
Profit attributable to:
Owners ol the Company 37,498 70,452
Nan-controlling inlerest Fats) 216
37,586 16,668
Earnings per share
Basic and diluted earnings per share (cenl) I T -~ Faf)

The notes on pages 8 o 29 form an integral part of the condensed consolidated interim financial
statements.



Profii for the period

profit or loss

operations

Owners of (he parent

AFI DEVELOPMENT PLC
CONDENSTD CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the period from 1 January 2019 10 30 June 2019
For the For the
six months ended six months ended
30/619 30618
USE 000 LSE 000
37,586 _76,668
Other comprehensive income
Items that are or may be reclassified subsequently to
Forcign currency  (ranslation  differences for forcign
52,094 41,108
Other comprehensive income for the period 52,094 41,108
Total comprehensive income for the period 9t 280 _35.560
Total comprehensive income aticibutable to;
90,232 35,332
Mon-controlling interests 48 228
90,280 35,560

LR ]

The notes on pages 8 to 29 [orm an inlegral part of the condensed eonsolidated inlerim [inancial

Slatemenis,



Balance at 1 Jannary 2019

Total comprehensive income
for the period

Profit for the period

Other comprehensive income
Total comprehensive income
for the period

Balance at 30 June 2019

Balance at 1 January 2018
Adjusiment on inilial
application ol IFRS 15 net of
Lax

Adjusted halance at 1 January

2018

Total comprehensive income
for the period

Profit for the period

Other comprehensive income
Total comprehensive income
for the period

AFI DEVELOPMENT PLC 4
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the period feom 1 January 2019 to 30 June 2019
Adiributable to the owners of the Company Mon- Tolal
controlling  eyuity
Share Sharc Capilal  Translation  Retained
Capital  Premium  Reserve Reserve  Harnings Tulal
USS’000 US$'000  TUSH'000  USSE 000 US5 000 USE'000  USE 000 Uss 000
L048 1763400 (19333)  (371.659) (627.324) 746,141 (63) 746,078
- - 5 - 37,4498 37,408 88 37,586
oz - - 52,734 - 32,734 (40} 52694
- = = 32734 37,498 90,232 ] 90,280
1048 1,763,409 0333)  (318.925)  (589.826) 836,373 (15) 836,358
LO48  1,763.409  (19,333)  (301,287)  (672,719)  T7111R (171) 770,947
- - - ARl 13,885 14,466 73 14,539
1048 1763400 (19333}  _(300,706) (38,834 TRa, 58 _ (9% TR5 486
- - - - 70,452 76,432 216 76,008
- - - _(41,120) - (41,120 12 (41,108)
- - - (41,1200 _ Th452 35332 224 35.560
1,048 L763409 (19333) _(341,826) _(S82382) _ 820916 130 _821.046

Balance at 30 June 2018

The notes on papes 8 to 29 form an integral parl of the condensed consolidated inlerim finuncial

statements.



ATI DEVELOPMENT PLC 3

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2019

361D 312418

Note 1IS% "000 LIS% 000
Assets
Investment property 11 705,140 Td2,500
Invesiment property under development 12 145,840 141,880
Properly, plant and equipment 13 72,975 57,8068
Long-term loans receivable 28 2811
Trade and other receivables 16 1,194 -
Intangible assels 404 230
Other investmenls 18 5335 5.244
Non-current assets 931,317 960,623
Trading properties 14 17,171 19,052
‘I'rading properties under construction 15 307,002 278,800
Other investments 15 2,002 11,168
Nan-financial asscts 21 14,430 -
Inventories 1,216 1,120
shorl-ferm loans receivable 63l 278
Trade and other receivables 16 63,458 54,620
Current tax assets 3,756 4.431
Cash and cash equivalents 17 90,117 89003
Current assets S06.803 458,802
Total assets 1.438.120 1,419 425
Equity
Share capiful 1,048 1,048
Sharc premium 1,763,400 1,763,409
Translation rescrve (318,925} (371,639)
Capital reserve (19,333 (19,333}
Retained earnings (580,826 (627,324}
Equity attributable to owners of the Company 19 836,373 746,141
Non-controlling interests {(15) (63)
Total cquity _836,358 746,078
Liabilities
Long-term loans and borrowings 20 384,010 487,348
Delerred Lax liabililies 71,641 54,772
Delerred income 11,638 11,964
Non-current liahilities 467,289 554.084
Short-term loans and borrowings 20 16,691 16,433
Trade and olher payables 21 62,602 JT378
Advances lrom cuslomers 23 51,974 5,407
Currcol Lax [iabililies 3,206 45
Current liabilities 134.473 119,263
Total linbilities BUOL, 762 673.347
Total equity and liabilities 1,438,120 1,419.425

The condensed consolidated interim financial stalemenls were approved by the Board of Directors on
26 Avngust 2019

The notes on pages 8 to 20 form an integral part of the condensed consolidated interim financial
slalements.



AF1 DEVELOIMENT PLC

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

For the period from 1 January 2009 to 30 June 2019

Mole
Cash fows from operating activitics
Profit for the period
Adjustments for:
Depreciation 13
MNel finance cosls 9
Decrease/(Increase) in Fair value of properties 11,12
Gain on sale of investment praperly 11
Reversal of trading properties under construction wrile-clown
ol prior years L5
Tax expense 10
Change in trade and other receivables
Change in inventories
Change in lruding properties and trading properties under
construction 14,15
Change in advances and amounls payuble o builders of
irading properties under construction 13
Change in advances from customers 23
Change in trade and other payables
Change in VAT recoverable
Change in deferred income
(Cash generaied ftom operating activities
Taxes paid
Net cash from operaling activities
Cash flows from investing activitics
Proceeds lrom sale of other investments 18
Praceeds from sale of invesimeni properiy 11
Proceeds from sale of properly, plant and equipment 13
Change in advances and amounts pryable o builders 16,21
Payments for construction of investment properly under
development 12
Payments for the sequisilion/renovation of investment
property 11
Change in VAT recoverable
Acquisition of property, plant and cquipment 13
Acquisition of other investments 18

Acquisition of inlangible assels

Proceeds [rom repayments of loans receivable
Interest reccived

Payments for loans receivable

Net cash from investing activities

1/1/19-
a0/e/19
USE 2000

37,586

487
6,157
30,387

(10,220)

(5,676)
27.967
86,688
(7,611)
18

47

13,968
(25,244)
(1,181)
(2,331)
[{1.48G)
62,868
(6,897)

55,971

4,180
68,681
77

(571)

(9,261)

(227)
(965)
(728)

2,689
2,007

45,882

4]

1/1/18-
HN6/18
US$ 000

76,608

463
947
(42,567)

19815
55,326
13314

112

(9,832)

(9,764)
12,605

(24,200)
5571
44,965

(10,3004}
34.661

V02

55
(235)

(1,320)

(383)
(355)
(639)
(21,241)
(930)
447
561
(20,311)

The notes on pages 8 to 29 form an integral parl ol the condensed consolidated interim financial

slalements.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

For the period from 1 January 2019 to 30 June 2019

1/1/19- 1/1/18-
30/6/19 30/6/18
Note US$ *000 LISE 000
Cash flows from financing activitics
Proceeds from loans and borrowings 20 - 542,873
Repayment of loans and borrowings 20 (113,780 (548,196}
Interest paid (13,9467 (16.950)
Net cash vsed in financing activitics (127,726} (22.303)
Effect of exchange rale MMuctuations 6,987 all
Net increase/(decrease) in cash and cash equivalents 1,114 {7.442)
Cash and cash equivalents at 1 January 89,003 05468
Cash and cash equivalents at 30 June 17 90,117 BRO026

The noles on pages & to 29 form an integral parl ol the condensed consolidated interim financial
slatements.
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NOTES TO TIIE CONDENSED CONSOLIDATED INTERIM FINANCIAT STATEMENTS

For the period from 1 January 2019 (o 30 June 2019

INCORPORATION AND PRINCIPAL ACTIVITY

AF1 Development PLC (the “Company™) was incorporated in Cyprus on 13 February 2001 as a
limited liability company under the name Donkamill Ioldings Limited. In April 2007 the
Company was transformed into public company and changed its name to ATT Development PLC.
The address of the Company’s registered office is 165 Spyrou Araouzou Street, Lordos
Waterfront Building, 5" Moor, Flat/office 505, 3035 Limassol, Cyprus. As of 7 September 2016
the Company is a 64.88% subsidiary of Flotonic Limited, a private holding company registered in
Cyprus, 100% owned by Mr Lev Leviev, Prior (o that, the Company was a 64.88% subsidiary of
Africa lsragl Investments Ltd (“Africa-Isracl™), which is listed in the Tel Aviv Stock Fxchange
("TASE"). The remaining shareholding of “A™ shares is held by a custodian bank in exchange for
the GDRs issued and listed in the London Stock Exchange (“LSE™). On 5 July 2010 the
Company issued by way of a bonus issue 523,847,027 “B” shares, which were admitled to a
premivm listing on the Official List of the UK Lisling Authority and to trading an the main
markel of LSE, On the same date, the ordinary shares of the Company were designated as “A”
sharcs.

These condensed consolidated interim financial statements (“interim financial stalements™) as at
and for the six months ended 30 June 2019 comprise the Company and its subsidiarics (logether
referred to as the “Group™).

The principal activity of the Group is real estate investment and development. The principal
activity of the Company is the holding of investments in subsidiaries.

BASIS OF ACCOUNTING

i, Going concern basis of accounting

The Russian cconomy was growing at moderate rates in the first hall of 2019, The Rouble
strengthencd versus the dollar lowards 30 June of 2019, the Central Bank of Russia has decreased
its key lending rate twice, in June and July 2019, At the same time, the Russian ceconomy remains
subject (o international sanctions, including the most recenl execulive order of the 1.S. President
prohibiting U.S. banks from participating in the issuance of Russian sovereign debt (introduced
in August 2019 for a period of 12 months). In addition to thal, legislation and tax changes
affecting real cstale scelor are effective in 2019,

The Group has recopnised a profil alter tax ol US$37.6 million for the six months period ended
30 June 2019, Its cash and cash equivalents and marketable securilies remained stable at circa
USH99.1 millivn,

The management estimales that the Group will continue to gencrate sufllicienl operaling cash
tflows from yielding propertics such as AFI Mall and Hotels and proceeds from sale of residential
properties, to secure timely repayment of loans inlerest and principal.

Managemenl succeeded in reducing debt by US$ 107.2 million, using proceeds from sale of
Investment Properties and other operational inflows. resulting in reduced debt and cost of
tinancing, allowing for casicr [ulure repayment of the principal and securing further operational
existence for the foresecable future.

Bascd on cash flow projection for the following 12 months period, the management reached a
reasonable conclusion that the Group is in a position to sccure further financing for its projects
under canstruction by sales proceeds and to generate enough cash to cover il working capital
requirements,
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NOTLES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the perind from 1 January 2009 to 30 June 2019

BASIS OF ACCOUNTING {conlinued)

i, Going concern basis of accounting (continued)

Considering all the above conditions and assumptions, management concluded that the Group
had adequate resources (o conlinue in operational existence [or lhe [oresesable future and
adopted the going concern basis in preparing (he interim consolidated financial stalements,

ii. Statement of compliance

These interim financial staterments have been prepared in accordance with 1A% 34 *Interim
Financial Reporting™ and should be read in conjunction with the Group’s last annual consolidated
financial stalements as at and for the year ended 31 December 2018 (*last annual financial
statements”). They do nol include all of the information reguired for a complete set of TFRS
financial statements. ITowever, sclecled explanatory notes are included to cxplain events and
lransactions that are significant to an undersianding of the changes in the Group’s [inancial
position and performance since the last financial statemenis.

This is the first sct of the Group™s [inancial statements where [FRS 16 *Leases” has been adopted.
Changes to significant accounting policics are described in Note 4.

These interim linancial statements were authorised for issuc by the Company’s board of directors
on 26 August 2019,

iii. Functional and presentation curreney

These consolidaled linancial statements are presented in Uniled States Dollars which is the
Company’s functional currency. All financial information presented in United States Dallars has
been rounded to the nearest thousands, except when otherwise indicaled.

Foreign operations

Hach enlity of the Group determines its own [unctional currency and items included in ihe
financial statements of each entity arc measured using its functional currency. Where ihe
funclional currency ol an entity of the Group is other than US Dollars, which is the presentation
curtency of the Group, then the financial statements of the enlity are translated in aceordance
with TAS 21 “The effects of changes in foreign exchange rates™.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period from 1 January 2019 to 30 June 2019

BASIS OT' ACCOUNTING (conbinued)

The table below shows the exchange rules of Russian Roubles, which is the functional currency
of the Russian subsidiaries of the Group, to the US Dollar which is the presentation currency of
the Group:

Exchange rale % change % change
Russian Roubles six monthy year

As of: for USH1

30 June 2019 63.0756 (9.2}

31 December 2014 69.4706 206

30 June 2018 62.7563 9.0

Average rate during:

Six-month period ended 30 June 2019 65.3384 10,1

Six-month period ended 30 June 2018 59,3536 24

USE OF JUDGEMENTS AND ESTIMATES

In preparing these interim linancial statements, management has made judgements, estimates and
assumptions that aflcet the application of accounting policies and the reported amounls of assets
and liabilities, income and expenses. Actual resulls may differ from these estimates.

The signiflicant judgments made by management in applying the Group’s accounting policies and
the key sources of eslimalion uncertainty were the same as those described in the last annual
consolidated financial statements, cxcepl lor:

1) New significant judgements and key sources of estimation uncertainty related o the lessee
accounting under [IFRS 16, which are described in Note 4,

2) Change in signilicant judgement and estimates — during currenl period the management
reassessed Lthat the inuling properties under development do nol meel the delinition of
qualifying assct in lerms of IAS 23 Borrowing costs. As a result, the significant financial
component recognised on advances lrom cuslomers during the six months period ended 30
June 2019 was recognised in the finance cost in the stalemenl of profit or loss. In the prior
year, the effect of significant financial component was capilalised in the trading properties
under comstruction and then transferred to cost of sales in the period 1L was acerued as costs to
fulfil the contract. The effect of this change was recognised prospectively, while the net effect
on profit or loss was nil.

Measurement of fair values

The Group has an established control framework with respect W the measurement of fair values.
This includes a valuation leam that has overall responsibility lor overseeing all significant fair
value measurements, including Level 3 Fair values, and reports dircctly to the chief linancial
oflicer,

The valuation team regularly reviews significant unobservable inpuls and valuation adjustments.
Il third parly information, such as broker quotes or pricing services, is used to measure fair
values, then the valualion team assesses the evidence obtained from the third parties to support
the conclusion that these valuations mect the requirements of IFRS, including the level in the Tuir
vitlue hierarchy in which such valuations should be classilied,

Significanl valuation issues are reported to the group audit commillee,
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period from 1 January 2019 to 30 Junc 2019

USE OF JUDGEMENTS AND ESTIMATES (continued)

Measurement of fair values (conlinued)

When measuring the fair value of an asscl or 4 liability, the Group uses market observable data as
far as possible. Fair values are categorised into different levels inoa lair value hicrarchy based on
the inputs used in the valuation techniques as follows:

o Level Tt quoled prices (unadjusted) in active markets for identical assets or liabilitics.

o Level 20 inputs other than guoled prices included in Level 1 that are observable for the assel or
liability, either dircctly (i.c. as prices) or indircetly (e, derived {rom prices).

o Level 3: inputs for the asset or liability that arc nol based on observable market data
{(unubservable inputs),

If the inpuls vsed 1o measure the Tair value of an asset or a liability might be categoriscd in
different levels of the fair value hicrarchy, then the fair value measurement is categorised in its
entirely in the same level of the fair value hierarchy as the lowest level input that is significant o
Lhe entlire measurement,

The Group rccognises transfers belween levels of the fair value hierarchy at the end of the
reporting perind during which the change has occurred.

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES

Except as described below, the accounting polivies applied in these interim financial statements
are the same as those applied in the Group’s consolidated financial slalements as at and for the
year ended 31 December 2018,

The changes in accounting policics are also expecled o be reflected in the Group’s consolidated
financial statements as at and [or the year ending 31 December 2019,

The Group has initially adopted IFRS 16 Leases from 1 January 2019. Although this adoplion has
an cffeet on the Group’s accounting policy for leases as lessee (disclosed below), there was no
significant effeet on the amounts and balances in the Group’s financial statements on | January
2019 and 30 June 2019, A number of olher new slandards are effective from 1 January 2019 but
they do not have a material effect on the Group's financial staiemenls.

Standards issued but not yet effective

A number of new standards and amendments to standards are effective for annual perinds
beginning on or alter 1 January 2020 and earlier application is permitted; however, the Group has
not early adopted any new or amended standards in preparing these condensed consolidated
interim financial statements.

The Group has no updales (o information provided in the consolidated financial statements as at
and for the year ended 31 December 2008 about the standards issued but not yet effective that
may have a significant impact on the Group's consolidaled financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period from 1 January 2019 to 30 Junc 2019

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (conlinued)

IFRS 16 Lenses

IFRS 16 introduced a single, on-balance sheet accounting madel for lessees. As a resull, a lossee,
recopnises right-ol-usc assels representing its rights to usc the underlying assets and lcasc
liahililies representing its obligation lo make lease payments. Lessor accounting remains similar
lo previous accounting policies.

The Group has applied IFRS 16 using the modificd retrospeclive approach, under which any
cumulative effect of initial applicalion is recopnised in retained carnings al 1 Janvary 2019,
Accordingly, the comparative information presented for 2018 has not been restated — je. it is
presented, as previously reported, under TAS 17 and related interpretations. The details of the
changes in accounting policies are disclosed below.

2. Definition of lease

Previously, the Group determined at contract inception whether an arrangement was or conlained
a lease under IFRIC 4 Determining Whether an Arrangemenl contains a Lease. The Group now
assesses whether a contriacl is or contains a lease based on the new definition of a lease. Under
IFRS 16, a contract is, or conlains, 4 lease if the contract conveys a right o control the use of an
identilied asset for a period of time in exchange lor consideration.

On transition W IFRS 16, the Group elected to apply the praclical expedient to grandfather the
assessment of which lransaclions are leases. It applied IFRS 16 only o contracts that were
previously identified as leases, Contracts that were not identificd as leases ynder IAS 17 and
IFRIC: 4 were nol reassessed. Therefore, the definition of a lease under IFRS 16 has heen applied
only to contracls entered into or changed on or after 1 January 2019,

b. As a lessee

The Group's lease portfolin consists primarily of land lease agreements for construclion projects
of residential real estate, investment properlics, invesiments properties under development and
hotel. As a lessee, the Group previously classificd leases as operating leases. Under TFRS 16, (he
Group recogniscs right-of-use assets and lease liabilitics — 1.¢. these leases are on-balance shecl.

However, the Group has elecled nol o recognise right-of-use assets and lease liabililies for some
leases of low-value assets (e.g. equipment, accommodation for employees). The Group
recognises Lhe lease payments associated with these leases as an expense on a straighl-line basis
over the lease lerm,

f Significant accounting policies

The Group recognises a right-of-usc asscl and a lease liability at the lease commencement date.
The right-of-use asset is initially measured al cost, and subsequently at cost less any accumulated
depreciation and impairment losses, and adjusted lor certain remeasurements of Lhe lease
liability. When a righl-ol-use asset meets the definition of invesimenl property, it is presented in
investment properly. The right-of-use asset which is presented in investment property is
measured at cost, and subsequently measured at fair value, in accordance with the Group's
accounling policies,
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

Tor the pericd from 1 January 2019 to 30 June 2019

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (continued)

IFRS 16 Leases (continued)

b. As a lessec (continued)

The lease liability is initially measured al the present value of the lease payments that are not paid

al the commencement date, discounted using the interest rate implicit in the lease or, if that rate

cannol be readily determined, the Group's ineremental borrowing rate. Generally, the Group uses
its incremental horrowing rtale as the discount rate. The [ollowing assumptions are taken inio
consideration to determing present value of lease payments:

* Lease payments, that are determined based on the cadastral value of land and can be changed
by lessor unilaterally, are considercd as warinble and are not taken into consideration to
determine amount of lease liabilities, and are recognised in profif or loss or capitalised as they
are accrued;

* Fees for changing the purpose ol land usage are considercd as a lease payment and arc
included into consideration to determine amount of lease liabilities:

¢ Lease lerms are determined based on non-cancellable period according o lease agreement.
The Group also considers the right to rencw the lease conlract if it is reasonable cerlain that
such option will be exercised,

The lease liabilily is subsequently incrcascd by the interest cost on the lease liability and
decreased by lease payment made. It is remeasured when there s a change in fulure lease
payments arising [rom a change in an index or rate, a change in the estimate of the amounl
expected to be payable under a residval value guarantec, or as appropriate, changes in Lhe
asscssment of whether a purchase or exlension option is reasonably cerlain (o be exercised or a
termination vplion is reasonably certain not Lo be exercised.

The Group has applicd judgement to determine the leasc lerm [or some lease contracts in which il
is a lessee that include renewal oplions. The assessment of whether the Group is reasonably
cerlain (o exercise such options impacts the lease term, which significantly alfeets the amount of
lease liahilitics and right-of-use assets recogniscd.

At transition, for leases ¢lassitied as operating leases under 1AS 17, lease liabilitics were
measured at the present value of the remaining lease payments, discounted at the Group's
incremental borrowing rate as at 1 January 2019. Right-of-use assels arc measured as an amount
cqual Lo the lease liability, adjusted by the amount of any prepaid or accrued lease payments.

. Transition

Previously the Group classified property leases as operating leases under IAS 17, These include
land leases. The leases Lypically are long term, or have a rencwal oplion at the end of non-
cancellable period. The lease payments in all the land leases held by the Group are determined as
a percentage of cadastral value of that land.

At transition, for leases classified as operating lcases under 1AS 17, lease liabilitics were
measured as the present value of the remaining lease payments, discounted at the Group's
incremental borrowing rate as al 1 January 2019, Right-of-use asscls are measured at either:
e lheir carrying amount as if IFRS 16 had been applied since the commencement date,
discounted using the lessee’s incremental borrowing rate af the date of initial application; or
* an amount equal to the lease liability, adjusted by the amount of any prepaid or accrued
lease payments.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period lrom 1 Janvary 2019 to 30 Junc 2019

4, CHANGIES IN SIGNIFICANT ACCOUNTING POLICIES {conlinued)

IFRS 16 Leases (continued)
b. As a lessee {continued)
The Group used the [ullowing practical expedients when applying IFRS 16 to leases previously
classified as operating leascs under [AS 17,
» Applied the exemption not o recognized right-of-use assets and liabilities or leases with
less than 12 months of lease term.
* Uscd hindsight when determining the lease term il the contract contains options to extend or
terminate the lease,

¢ As a lessor

The Group leases oul ils investment property. The Group has classified these leases as operating
leases. The accounting policies applicable to the Group as a lessor are nol different from those
under IAS 17. For leases under which the Group acts as lessor, application of IFRS 16 Leases
had no significant impact.

d. Impacts on linancial statements

Impacts on transition and for the period

On transition at 1 January 2019 and al the period-end 30 June 2019, the Group did not recognise
lease liabilities for its land leases because all the lease payments under such leases depend on
cadasiral value of the land, and as such arc considered variable payments (as described in i
Significant accounting policies above) and were not included in the lease liability. Subsequently,
right-of-use assets were not recognised, except for land leases related 1o invesiment property and
investment property under development messured at fair value because the land leases form an
integral parl ol these properties.

3. OPERATING SEGMENTS

The Group has 5 reportable scgments, as described below, which are the Group’s strategic

husiness units, The following summary describes the operation in each of the Group®s reporlable

scpmonls;

*  Development Projects — Residential projects: Inelude construction and selling of residential
properties. Commercial projects: Include construction of property [or future lease.

*  Asset Management: Includes he operation of investment property lor lease,

» Hotel Operation: Includes the aperation of Hotels,

* Land bank: Includes the investment and holding of property for future development,

¢ Other: Includes the management services provided for the projects; marketing agent services
provided to thind party residential propertics developers; purchase and sale of the residential
prapertics heing developed by third parties.

Information regarding the results of each reportable scgment is included below. Performance is
measured based on segment profil before income tax, as included in the inlernal management
reports that are reviewed by the Group’s management team. Segment profil is used to measure
perlormance as management belicves that such information is the most relevant in evalualing the
resulls of certain segments relative to other enlities that operate within these industries. Inter-
segment pricing is determined on an arm’s length basis.
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Ln

Far the period from 1 January 2009 to 30 June 2019

OPERATING SEGMENTS (continued)

Reconciliation of reportable sespment profit or loss

1/1/19- 1/1/18-

30/6/19 36/18

LIS$ 000 US$ *000

Total profit belore lax for reportable segments 70,722 96,679
Unallocated amounis;

Other profit or loss (5,169) {196)

Profit before tax £3,533 _Yn.483

Reconcilialion of reportable sepment revenue

1/1/19- 1/1/18-
30/618 30V6/18
LISS "000 LS$ "000
Tolal revenue Tor reportable segments 181,282 141,465
Unallocated revenue:
Mon-core activity revenue 670 336
Revenue 181,952 142,021
REVENUE

The Group™s operations and main revenue streams are those described in the last annual linancial
statements, cxeepl (ot additional revenue from marketing agent services provided to a third parly
residential property developer which is included in line non-core activity revenue. The Group’s
revenue is derived from contracts with customers, excepl [or investmenl property rental income.
Primary geographic market is Russia for all the revenue streams.

For the six For the six
months ended  months ended
30/6/19 J0/e/18
LISE 000 USE "000
Revenue from contracts with customers:
Revenue from sale ol trading properties — transferred at a point
time 4,284 3,974
Revenue from sale of trading praperties — transferred over time 112,347 74,751
Hutel operation income 14,854 16,0706
Mon-core aelivily revenue 1,823 556
Construction consulling/management [ees 313 3
133.621 _95.360
Other revenue:
Investment property rental income 48,331 46,061

181,952 142,021
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM TINANCIAT STATEMENTS

For the period from 1 January 2019 10 30 June 2019

ADMINISTRATIVE EXPENSES

Consultancy loes

Lepal tees

Auditors’ remuneration
Valualion expenses
Directars’ remuncration
Depreciation

Insurance

Provision for Doubtful Debts
Donations

Other administrative cxpense

OPERATING EXPENSES

Mainlenanee, ulility and security expenses

Apgency and brokerage lees
Advertising expenscs
Salaries and wages
Consuliancy leey
Deprecialion

Insurance

Rent

Property and other taxes
Other operating expenses

For the six
months ended
30/6/19
USS "000

247
383
145
3l
101
ak

71
223
29
132
2.034

For the six
momths ended
a9
S5 000

9,427
)
2,887
7,740
1,296
419
206
797
4,949
37
28,598

For the six
muonths ended
IGS1LE
USE 000

217
814
212

33
658
54
76
(292)
5

799
2,576

Far the six
maonths ended
J0/6/18
LISE 000

10,444
1,234
3,709
7,542
1,269

408
216
665
4,897
30,4321
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AF1 DEVELOPMENT PLC

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period from 1 Japuary 2019 to 30 Junc 2019

FINANCE COST AND TINANCE INCOME

Interest income

Net foreign exchange gain

Mel change in fair value of financial assels
Finance income

[nterest expense on loans and borrowings

Significant finance component on advances from customers*®
Net change in fair value of fnancial assels

Other finance costs

Finance cosls

Nel linance cos

For the six
muonths ended

A9

US$ *000

1,730
8,665
2,665

13,060

(13,340)
(5,874)

_L?_lﬁi
(20,132)

(1,072

Tor the six
months ended
30/6/18
LISS 000

736
16,609

(902)
(19,212)

{1.847

* In the current period the Group presented significant financial component from contracts with
customers in the amount of US$5,874 in the finance cost. In prior period significant finance
component expense was capitalised in the trading properties under development and was then
transferred Lo cost of sales in the period it was accrued as costs Lo [ulfil the contract. Please refer

to note 3 for further explanations,

TAX EXTENSE

Current tax expense
Clurrenl year

Deferred tax expense
Origination and reversal of temporary differences

Total income tax expense

INVESTMENT PROPERTY

Reconciliation of carrying amount

Balance 1 January

Renovations/additional cost

Misposals

Fair value adjustment

Lffect of movemenl in foreign exchange rates

Reclassification to trading properlies under construction (note 15)
Balance 30 June / 31 December

Faor the six
months ended

30/6/19

LISE 000

11,055

16,912

27,967

30/a19
US$ '000

742,590
227
(57,430)
(15,026)
34,779

705.140)

For the six
months ended
300618
UsE 000

4,099

A/12/18
LSS 000

818,060
793
(812)
(3,707)
(70,668)
(1,076)
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NOTES TO THE CONDENSED CONSQLIDATED INTERIM FINANCIAL STATEMEN'TS

For the period from 1 January 2019 ta 30 June 2019

The disposal during the first half of 2019 represents the sale of the lasl remaining office building
of the Aquamarine I11 Business Centre owned by Krown Investments LLC 1o one of the leading
Russian banks for a total consideration of 4.4 billion Russian roubles, equivalent to US$68.7
million, net of applicable VAT, realising a profit before tax of US$10,220 thousand.

The increase due o the clfeel of the [oreign exchange fluctuation is a result of the Rouble
strengthening compared to the TS Dallar by 9% during the first halt of 2019, The investmenl
properly was revalued by independent appraiscrs on 30 June 2019, The fair value adjustment
above is presented nel ol the foreign exchange effect.

INVESTMENT PROPERTY UNDER DEVELOPMENT

an/a19 31712118
US$ 000 USS 000

Balance 1 January 141,880 163,240
Construction cosls 9,261 5,691
Fair value adjustment {15,361) (7,787)
Effect of movements in forcipn exchange rales 10,060 (19,264}
Balance 30 June / 31 December 145,840 141,880

The increase duc o the effect of the foreipn exchange [uctuation is a resull of the Rouble
strengthening compared to the US Dollur by 9% during the first half of 2019, The invesiment
property under development was revalucd by independent appraisers on 30 June 2019, The lair
vilue adjustment above is presented net of the forcign exchange effect,

The increasce in the construciion costs is due to the commencement of aclive construction of the
projects Plaza 1C and Plaza [V.

PROPERTY, PLANT AND EQUIPMENT

30/6/19 31/12/18

LSS 000 LSS '000

Balance 1 January 67 868 77,633

Additions T28 1,596

Deprecialion for the period / year (487) (R99)

Disposals {77) (1500}

Effect of movements in (oreign exchange rates 4.943 (10,312}

Balance 30 June / 31 December 72,975 _B7.8068
TRADING PROPERTIES

/619 31/12/18

USS 000 USS 000

Balance 1 January 19,082 10,792

Transter from trading propertics under construction (note 13) - 23,054

Addilions - 56

Cost of trading properties sold (3,638) (11,681)

Effect of movements in exchange rates 1,727 (3,130

Balance 30 June / 31 December 17,171 19,082
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14, TRADING PROPERTIES (continued)

15;

Trading properties comprise unsold apartments and parking spaces. The transfer from trading
properties under construction during 2018 represents the completion of the construction of a
number of apartments, offices and parking places of ATT Residence Pavelelskaya project.

The amount recognised o cost of sales of trading properties represents the sale of completed
apartments, parking places and commercial premises recogniscd al a point in time. This amounis
represent the amount transferred o the income statements upon transferring of the rights to the
buyers according to the sipned acts of leansler.

TRADING PROPERTIES UNDER CONSTRUCTION

306/19 20

LSY 000 155 "000

Balance 1 January as previously reporled 278,800 349,735
Elfeet of adoption of IFRS 15 as at 1 January 2018 - (59,801)
Restated balance at 1 January 278,800 289,974
Transfer from investment properly (note 11) - 1,076
Transfer to trading propertics (note 14) - (23,054)
Constroction costs fd,944 159,186
Finance cosl capitalised** - 9414
Cost of trading properlies sold {61,355) (124,804)
Partial reversal of write-down ol prior years 5,676 "
ElTect of movements in exchange ratcs _18.935 (32,952}
Balance 30 June / 31 December 307,002 ZTH E00

Trading propertics under construction comprise “Odinburg”, “AFI Residence Paveletskaya™
P'hase II and III, *Botanic Garden™ and “Bolshaya Pochtovaya®™ projects which involve primarily
the construction of residential propertics. The incurred cost to fulfil signed DDU (share
parlicipalion agreement) contracts as at periodfyear end were recognised in cost of sules in the
income stalement,

The propertics are measured ab the lower of cost and nel realisable value. The internal
assessment is carried out at cach reporting date Lo lest whether the cost shall be wrillen down to
nel realisable value. No write down loss was recognised in 2018 and at 30 June 2019, On 30
June 2019, the Group has recognised a partial reversal of the prior year's write down of the
“Odinburg” project based on the internal assessment of the project’s net realisable value. As a
result an amount of US85 676 wus recognised in profit or loss as reduction of cost of sales.

*The Group has initially adopted IFRS 15 Revenue from Contracts with Customers on 1 January
2018,

#4 In the current period the Group presented significant [inancial compaonent on advances tom
customers in the amount of US$5,874 in the finance cost. In prior period significant finance
component expense was capilalised in the trading propertics under development and was then
transferred to cost of sales in the period il was accrued as costs to [ulfil the contract, Please refer
Lo nole 3 for further explanations.
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16. TRADE AND OTHER RECEIVABLES

30/6/19
LSS *000

Short-term trade and other receivables:
Advances to builders 32,857
Amounts receivable from related partics (nole 23) 116
Trade receivables, nel 8,019
Receivables from conlracts with customers 4,300
Other receivables 6,322
VAT recoverable 9, Hils
Tax rcccivahles 1,976
Balance 30 Junc / 31 December 63,458

Long-term trade and other receivahles:
Prepayments 1.194

Trade receivables net

31/12/18
USS$ 000

35,919
184
5,008

5,603
5,806
2,100
24,620

Trade recccivables are presented net of an accumululed provision for doubtful debis and
unrecognised revenue of UIS$6,72Y thousand (31/12/2018: USS7,686 thousand).

Receivables from contracts with customers represent receivables from customers for residential
units sold were the revenue recognised over time is higher than the amount paid by custmers, up

to the reporting dale.

Long-term prepayments represent prepaid amount to a third party developer o construct and

transfer Lo the Group a non-residential building.

17. CASIT AND CASH EOUIVALENTS

Cash and cash equivalents consist of;

Cash at banks
Cash in hand

18, OTHER INVESTMINTS

Equity sccuritics
Investment in listed debi scearilies
Invesiment in funds

Reeonciliation [rom opening to closing balances:

Balance 1 Januvary

Coupon inlerest acerued

Interest received

Additions

Disposal of investment in muiual fund
Disposals/Tedemption of bonds

Fair value gain/(loss)

Balance 30 June / 31 December

30/6/19 31/12/18
US$ 000 US$ 000
89,807 88,798
310 — 205
90,117 89,003
30619 3112018
US$'000  US$H 000
5,335 5,244

: 2,022

9,002 9,146
14,337 16,412
30/6/19  31/12/18
US$ 000  US§ 000
16,412 10,515

f 209

(28) (145)

: 20,995

(2,180) =
(2,000)  (12,997)
2,127 (2.165)
14,337 16,412
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OTHER INVESTMENTS (continucd)

As 30 Junc 2019, the Group holds portfolio of invesimenls comprising investment in mutual
funds and private equity sccurities, which are classificd as financial assets at fair valuc Lhrowgh
profit or loss based on the Group’s business model. Refer to note 22 for lurther information an
fair valucs,

The fair value gain or loss on other investments are presented in net finance income or cosl in
the statement of profit or [nss,

SHARE CAPITAL AND RESERVES

30/6/19 3112018
1. Share capital LSS *000 LISS 000
Authorised
2,000,000,000 shares of US$0.001 cach _2,000 2,000
Tssued and [ully paid
523,847 027 A shares of US$0.001 cach 524 524
323,847,027 B shares of USH0.001 each 524 224

1.048 1.048

2. Translation reserve

The translation reserve comprises all foreign currency differences arising from the translation of
the financial statements of foreign operalions to the Group presenlation currency and the foreign
cxchange differences on loans designated as loans to an investee company which are accounted
for as part of the investor’s investment (IAS21.15) as lheir repayment is not planned or likely to
occur in the foreseeable future. These forcign exchange ditferences are recognised directly to
Translation Reserve,

3. Retained earnings

Retained carnings are available for distribution al each reporting date. No dividends were
proposed, declared or paid during the six-month period ended 30 June 2019.

4, Capital reserve

Represents the effect of the acquisition, in 2015, of the 10% non-controlling inlerests in Bioka
Investments Lid and its subsidiary Nordservice LLC previously held at 90% and the effect of the
acquisitions during the period of the 5% non-controlling inlerests in Beslaville Management
Limited and its subsidiary Zheldoruslugi LLC previously held al 95% and of the 26% non-
controlling interest in Bizar LLC previously held at 74%.
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20, LOANS AND BORROWINGS

019 3112018
IS 000 LIS% 000
MNon-current liabilities

Secured bank loans 384,01 457,348
Current liahilities

secured bank loans 16,407 16,178
Unsecured loans from other non-relaled companies 254 257

16,691 16433

The outstanding loans at 30 June 2019 were as follows:

1} A sccured loan [rom VTIDB Bank JSC («VTBw») acquired by one of the Group’s subsidiaries,
Bellgate Constructions Lid {«Bellgates), based on a loan agreement signed on the 28 December 2017,
This loan was used to refinance the previous loan and Ozerkovskaya 111 loan from VTB. Bellgale
received the loan in five tranches, during Janvary and Tebruary 2018, in Euros and Russian Rubles.
The blended interest rate on the loan is circa 5.7% per annum (assuming FUR/RUR exchange rate and
Russian Central Bank key lending rate as at 30.06.2019). The interest and the principal of the loan are
to be paid quarterly, while the lerm of the loan is 5 years. In June 2019 Bellgate made a partial carly
repayment of the loan of EURG0 million (equivalent to US$68 million).

2) Sceured loans from VTB acquired by Group’s subsidiaries, Sanatorium Plaza Kislovodsk and
Sanatorium PlazaSPA Zheleznovodsk (Sanatoriums), based on loan agreements signed on the 12
October 2018. The loans were used (o refinance the previous loans of Sanatoriums from VTB (which
were received to finance the acquisilion of the additional 50% stake in the Sanatorium Plaza
Kislovodsk and to repay intra group loans), Sanalorivms received the loans in Euros. The interest rate
on the loans is 4.2% per annum. The interest and the principal of the loans are W be paid quarterly
with a balloon payment of circa 60% at maturity, while the lerms of the loans are up to 4 years, In
May 2019 the Group made a partial early repayment of the loan of EUR35 million (equivalent to
US$39 million).

The financial covenants in the loan agreements remained the same as described in the last annual
consolidated financial stalements. The Group has complied with the loan covenants during six

months ended 30 June 2019,

21, TRADE AND OTIIER PAYABLES

i0/6/19 ILLZ/18

LISH 000 UJSE 000
Trade payables 23,110 10,742
Payables to related partics (nole 25) 404 192
Amount payable to builders 27,062 18,036
VAT und other taxes pavable 5,576 4,800
Other payables _6.450 3,588
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The increase in the trade payables since 2018 year-end is mainly due (o the recognition of a
financial liability by one of the Group’s Russian subsidiaries, AFT RTJS Management LLC in the
amount of 910 million Russian rubles (cquivalent 1o USS$14.4 million) based on an irrevocable
contract with a third party developer to acquire a number of aparlments as described further in
this note. At the same lime, the Group has recognised a non-linancial asset in its balance sheel of
the same amount represceating a righl (o acquire these apartments.

Irrevocable contract (o acquire a number of apartments:

A number of Group’s subsidiaries provide construction management and markefing services tn
Metromash JSC (“*Metromash™) for the development of “Sirenevy Park™ residential project in
Moscow. As part of the marketing process, one of the Group’s subsidiarics, AFI RUS
Managemenl concluded an irrevocable “DDUY  agreement (contract of participation in
construction) with Melromash. Date of state registration of the agreement is 27 June 2019, In
accordance with this agreement, Metromash has an obligation o transfer 120 apartments not
later than 31 December 2021 (0 AFI RUS Management, on account of [uture sales. AFI RUS
Management has an obligation to pay [ull consideration in the amount of 910 million rubles
during one year from the date of state registration. The apartments will be marketed tagether
with other apartments of Melromash, while ATT RUS Management will pay to Metromash as the
apartments are pre-sold to cnd-cusiomers,

As al 30 June 2019 no payments were made by AFl RUS Management to Metromash and no
aparlments were sold by AFI RUS Managemcnl Lo customers,



(LpO'6rr)  (Lp0avr)
(OFE8F) (9FE8%) & - sa[qesrd JDyl0 pue apel]
(zse'zow) (zsToov) - - (1oL'0or)  (10L°00%) - - sBuImoaloq pue sueo| Funieaq jsasepu]
FN[EA JTE] 18 paanseawl jon S er _Nm.._:ﬂ—-m..m
Z19°601 - - 71976017
LIT06 = - LITD6 s1Ua[EAmba USed puE YSB)
cratsr - = clg'er SRURATS02I I3[0 PUE 3P ],
(89 - - (RS S[0BAIIDAI SUBOT
JOEA JIE] JE ﬁmﬁ:mﬁa_—ﬁ JOIL 512558 —ﬁ_u_:ﬂn_h
9CEhT 0LEpl T
Z00°6 006 - s 006 » Z00s - PUN UL JU3UISIAU]
CEL's SEE'C - = SEE'S : cee's - sapuNaes Amba ut Juatmsaal]
D[EBA JTE] ¥ POANSEIW S1ISSE [RIIURUL]
000.SSN 0004571 000.%SN 000,551 D008ST 000,550 0005571 000.8S0 6T0T 2ung ¢
1500
=0, L1243 T[eAR] | [9A27] (el L sal[IgEl| sLayjo pasTuowe
—ﬂ_n_ _._.N:m._. = .|—.n.—||_L_a._ ...— w 18 S1285E
Qo Aoepuepy [EIOUBUL,]

anjeA I

WNOWE FULALED

“anfea 1g] jo uonewxeidde ajgeuoseas g 51

Junoure Sulired u J1 SN[eA 1e] |2 PAINSEIU JOU SI[IGE]] [BIDUBLLY PUE 519558 [BIDUTUL I0] UONBULOUT AN[EA JIE) SPN[OUI JOU SS0P )] ‘3N[BA JIBf 12 PAMSEaL SJuLUMISUL
[ErouBUY 10f AYITRISI NfEA TIEF 3Y) PUE $[aAI] J1911 SUIPNTIUT ‘SAOI[IGR]] [BISUBLY PUE 519558 [ETOURTI] JO Sanjea J(gf PUE sIUnowe SULSLeD 3y sMOus 2[qe) Fuimojjof sy

G10C SU[ ()€ 01 (g AJene[ | WoIf polad oyl 1o

S2MEA JIE] DUE STOTEIJISSE]D SUNUNOIDY §F

SINAWMYLSMNI THION WIS

SINAWHLYLS TVIONYNId WIHHINI AILVAITOSNOD TISNIAN0D TH.L OL ST10ON

J'Td INTINJOTHAI 14V

TC



(f11°9z8) (811°925)
(PECTTZ) (FEETT)

se[qeArd B0 pue spell

(¥cs'005) (#587905) - - (182°c0€) (18.°c0%) - - $BUIMOIIO PUR SURO] SULIEaq 1S2I8jU]
IN[EA JIE] IE PINSEIW 0T SITVIGET] [RIDUBUL]
FETE0L - S FIT 01
£00°68 = 7 €00°68 sUa[eAmba SEI puE Yse)
TER'OL = = ZES'0L 52|qBAl202] I3M|0 PUB IPEI ],
_mWM:m _ - mmmHam. S[qQEATadAT SURGT]
IN[BA JTE] 1€ PRINSEIUL JOU 512558 [BIDULETL]
ZIF91 - AT -
70z - = 70T TT0°T - 70T - SaMLINI2S }gIP P21S]] UT JUSUNSAAL]
AN aF1's - - 916 E 9Fl's = PUNj uj JUIWISSAU]
FrLC Al = = FFT'S 2 FFTC - sapumoes Qmba m juswseAu]
IM[EA JIE] 1¥ PUNSEIUW S]ISEE [RIIUBUL
000580 000880 000.8SN 000.$80  000.SSDL 00057 000851 000,880 S10Z 12qmaa( [
ol e A CEES [ [aaa] =o, SATIE]] SIR0 1500 PasTLIouE

[EIDURM] - TLLA 1T 1E §135SE
MR AloEpuEly [BIDUETT]

SM[EA JIE ] motre FurALe’)

(panumuod) sanjes I1E] PUE SHONEMNJISSE[ SUNUN0IIY ¥

[P=NUNuoa) § INAWMELSNT TVIDONYAI A

G 0T FUNT ) 0] A107 ATENUE] | W) oLz A1 10

SLNAWALYLE TV¥IDONVYNId WIHH LNI dALVATTOSNOD ddsNAaNOD THL OL SI10M

OTd INTINJOTAATT 1AV

TE



ATI DEVELOPMENT PLC

27

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

22, FINANCIAL INSTRUMENTS (continued)

B, Meassurement of fair values

Valuation technics and significant unobservable inputs

The lollowing table shows the valuation techmigues used in measuring Level 3 fair values at 30 June
2019 and 31 December 2018 for financial instrumenls measured in fair value in the statement of

tinancial positions, as well as the significant unobservahle inpuls used.

Inter-relationship

Significant between key
unohservable  unobservable inputs and
Type WValualion lechnique inputs [air value measurement

Investment  The securities and other assets of cach  Nol applicable  Not zipp[icahlu

in fund Scgregaled Portfolio are valued by the
Fund based on markel quotations, If
market quotations are nol  readily
available, or if the Investment manager
delermines that special circumstances
cxist which effect the walue of 2
security, the waluation of  those
securities and other asscis will be
determined in good faith by the
Investment MAanager, whose
determination will be final, conclusive
and binding on all parlies,

23, ADVANCES FROM CUSTOMERS

Balance 1 January as previously reporied

Effect of adoption of IFRS 15 as at 1 January 2018%
Restated balance at 1 January

Customer advances during period/year

Effecl of recognition of revenue

Elfecl of movements in exchange rates

Balance 30 June / 31 December

30/6/1Y 3112418
LIS 000 USE 000
65,407 123,766
T (77,877}
65,407 45,889
86,771 174,514
(105,990 (144,204)
5,786 {10,792}
21,974 _65.407

*The Group has initially adopted IFRS 15 Revenue [rom Contracts with Customers as from 1

Tanuary 20018,
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24, TFINANCIAL RISK MANAGEMENT

The Group’s financial risk management objectives and policies are consistent with that disclosed
in the consolidated financial statemenis as al and for the year ended 31 December 2018,

Russian business and economic environment

The Group's operations are primarily located in the Russian Federation. Consequently, the Group
is exposed to the economic and [inancial markets of the Russian Federation which display
characlerislics of an emerging market. The legal, tax and regulatory framewnorks continue
development, but are subject to varying interpretations and lrequent changes which together with
other legal and fiscal impediments contribute to the challenges faced by enlilies operating in the
Russiun Federation.

Elevated peopolitical tensions and difficult external financial conditions continue to imposc risks
of further economic uncertainty including more volatile equity markets, a depreciation of the
Russian Rouble, a reduction in both local and foreign direct investment inflows and a significant
tighlening in the availability of credil. In particular, some Russian entitics may be experiencing
difficulties in accessing international equity and debl markets and may become increasingly
dependent on Russian state banks to finance their operations, Despite a moderate growth in the
tirst half of the year and [orecasted overall growth of 1.2% in 2019, expansion of cconomic
sanctions still poses key risks to medium-lerm growth,

Legislative changes in relation to residential construction and sales mean that, fram July 2019,
developers of all projects under construction can only pre-sell apariments using escrow schemes.
Escrow schemes mean thal all proceeds received from customers who are buying residential units
during construction should be kept in an eserow account and cannot be used by the developers to
finance the ongoing construction. Under the new lepislation, the money in the escrow account
can only be released to the developer when construction 15 completed and residential units ane
delivered to customers, Clienl funds so far received by developers under the share participation
agreements (“DIDU™), which have been traditionally used o linance construction, need to be
replaced with external project linancing [rom banks and own equity financing.

In Junc 2019 the Russian Government defined the projects completed by not less than 30
(caleulated of the wotal project construction budget) with a number of signed share participation
agreements not less than 10%, will be exempt from the cserow scheme conditions under which
certain projects currently under construction can continue to usc the previous financing scheme.
Changes lo the financing of residential development projects, a transition from clicnl [unds
financing lo project financing, and the eorresponding increase in equity share required (o finance
the projects will have a significant effect on projects’ cash Mows and increase projects’ costs. As
a result, markel participants expect an upward pressure to be placed on primary market prices.

The interim consolidated financial stalements reflect management’s asscssment of the impact of
the Russian business environment on the operations and the financial position of the Group, The
[uture business environment may differ from management’s assessment,
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EELATED PARTIES

J0/6/19 3112018
(i) Outstanding balances with related parties LIS% 000 US% *000
Assets
Amounts receivable from other related companies (nate 16) 116 184
Secured loan receivable from related company _ 1,163

The loan reeeivable from related company was secured by personal guaraniee of the controlling
ultimate beneficial owner, whereby the guarantor undertakes lo pay on demand all the amounts
due under the respective loan agreement in case of the borrower’s defaull, On 12 April 2019, the
Group received full repayment of the secured loan from related company

319 3128
US$ *000 USE 000
Liabilities

Amounts payable (o other related companics (note 21) 217 156
Amounts payable to ullimate beneficial owner 135 -
Amounts payable to dircclors 50 32
Delerred income from related company 25 )
(i) Tramsactions with the key management personnel 1/1/19- 1F1/18-

30/6/19 Je/18

US$ 000 ISE "000
Key managpement personnel compensation comprised:

Shorl-lerm employee benefits 1,113 787
Short-term directors’ benefits 1l 0658
1,214 1445

Key management personnel are those persons having authority and responsibility for planning,
dirceting and controlling the activitics of Lhe enlily, directly or indircetly, including any director
(whether cxeculive or otherwise) of that entity. The person is a member of the key management
personnel of the cntily or ils parent (includes the immediale, intermediate or ultimale parent),
Key management is not Hmiled 1o directors; other members of the management team also may he
key management.

11715 1/1/18-
(iii) Other related party transaclions 30/6/19 /a8
LIS 000 US$ *000

Revenue
Related companics — renial income 127 L6
Related companics — interes| income s 7 o

SUBSEQUENT EVENTS

There were no material events that took place after the six month period and until the date of the
approval of these inlerim [inancial statements by the Board of Directors on 26 August 2019,
which have a bearing on the understanding of these financial stalements.



