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REPORT OF THE BOARD OF DIRECTORS

The Board of Directors presents its report and unaudited consolidated financial statements of Morgal
Investments Limited and its subsidiaries (the "Group") for the period from January 1, 2021 to March 31, 2021.

Incorporation
Morgal Investments Limited (the "Company") was incorporated in Cyprus on February 24, 2007 as a private
company with limited liability under the Companies Law, Cap. 113.

Principal activities
The principal activity of the Company, which is unchanged from last year, is to act as a financing and holding
company.

The principal activity of the Group, which is unchanged from last year, is the acquisition of land in St.
Petersburg Russia, for development into commercial and residential property.

Branches
No operations of the Group are carried out through any branch.

Review of current position, future developments and significant risks

The Group's development to date, financial results and position as presented in the consolidated financial
statements are considered not satisfactory and the Board of Directors is making an effort to increase the Group
profits.

The most significant risks faced by the Group and the steps taken to manage these risks, have not changed
significantly during the interim period and remain as described in the last consolidated financial statements as
of December 31, 2020.

Results
The Group's results for the period are set out on page 5.

Share capital
There were no changes in the share capital of the Company during the period.

Board of Directors

The members of the Board of Directors of the Company as at March 31, 2021 and as at the date of this report
are shown on page 1.

Events after the end of the reporting year See Note 10.

By order of the Board of Directors,

Ekavi Secretarial Services Limited

Secretary
Nicosia, Cyprus, May 13, 2021
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REVIEW REPORT OF THE AUDITORS
To the Shareholders of

MORGAL INVESTMENTS LIMITED

Introduction

We have reviewed the accompanying condensed consolidated financial information of Morgal Investments
Limited. and its subsidiaries (hereinafter — the “Group”), which includes the condensed consolidated statement
of financial position as of March 31, 2021, and the condensed consolidated statements of comprehensive profit,
changes in equity and cash flows for the three months period then ended. The board of directors and
management are responsible for the preparation and presentation of this interim financial information in
accordance with International Accounting Standard No. 34 (“IAS 34”), Interim Financial Reporting, as
adopted by the European Union (EU). Our responsibility is to express a conclusion on this interim financial
information based on our review.

Scope of Review

We conducted our review in accordance with Review Standard (Israel) No. 2410 of the Institute of Certified
Public Accountants in Israel, Review of Interim Financial Information Conducted by the Auditor of the Entity.
A review of interim financial information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with accepted auditing standards in Israel
and consequently does not enable us to obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim

financial information is not prepared, in all material respects, in accordance with International Accounting
Standard No. 34, as adopted by the European Union (EU).

Tel-Aviv, Israel Kost Forer Gabbay & Kasierer
May 13, 2021 Certified Public Accountants



MORGAL INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 March 31 December

2021 2020
Note Unaudited Audited
NIS in thousands

ASSETS
NON-CURRENT ASSETS
Inventories 5 412,417 407,530
Deferred tax 2,618 -

415,035 407,530
CURRENT ASSETS
Trade and other receivables 318 12,626
Cash and cash equivalents 31,763 1,706

32,081 14,332

Total assets 447,116 421,862

EQUITY AND LIABILITIES

Equity
Share capital 10 10
Other reserve (33,604) (35,123)
Capital reserve 140,904 140,904
Retained earnings 16,124 22,205
Total equity 123,434 127,996
Non-current liabilities
Borrowings 6 262,211 252,156
Trade and other payables 25,110 36,574
287,321 288,730
Current liabilities
Trade and other payables 33,620 5,039
Current tax liabilities 2,741 97
36,361 5,136
Total liabilities 323,682 293,866
Total equity and liabilities 447,116 421,862

On May 13, 2021 the Board of Directors of Morgal Investments Limited authorized these Interim Condensed
Consolidated financial statements for issue.

Ekavi Directors Limited Ekavi Secretarial Services Limited
Director Director

The notes on pages 8 to 13 form an integral part of these interim consolidated financial statements.



MORGAL INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME / (LOSS)

Three months ended Year ended
31 March 31 December
2021 2020 2020
Note Unaudited Audited
NIS in thousands

Revenue 448 - 11,766
Net revenue from sale of land 448 - 11,766
Other revenue / (expenses) 6 8 (214)
Impairment of inventories 5 - (7,143) -
Reversal of impairment of inventories prior year 5 - - 6,333
Administration expenses (511) (530) (1,654)
Operating (loss) / profit (57) (7,665) 16,231
Net Finance expenses 57 (6,004) (31,163) (28,029)
(Loss) before tax (6,061) (38,828) (11,798)
Taxation expense (20) (31) (107)
Net (loss) for the period /year (6,081) (38,859) (11,905)
Other comprehensive income / (loss)
Amounts that will not be reclassified

subsequently to profit or loss:
Other reserves adjustments from translation of

financial statements from operation to

presentation currency 1,519 (22,883) (31,306)
Fair value gain on financial liabilities designated
as at FVTPL attributable to changes in credit risk 6 - 43,446 18,249
Other comprehensive income/ (loss) for the

period /year 1,519 20,563 (13,057)
Total comprehensive (loss) for the period/year (4,562) (18,296) (24,962)
Attributable to the owners of the Company for the

period/year (4,562) (18,296) (24,962)

The notes on pages 8 to 13 form an integral part of these interim consolidated financial statements.



MORGAL INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (DEFICIT)

Balance at January 1, 2021

Comprehensive (loss)/income
Loss for the period
Other comprehensive income

Balance at March 31, 2021

Balance at January 1, 2020

Comprehensive (loss)/income
Loss for the period
Other comprehensive income (loss)

Balance at March 31, 2020

Balance at January 1, 2020

Comprehensive (loss)/income
Loss for the period
Other comprehensive income (loss)

Balance at December 31, 2020

The notes on pages 8 to 13 form an integral part of these interim consolidated financial statements.

Share Other Capital Retained
capital Reserve Reserve earnings Total
NIS in thousands
10 (35,123) 140,904 22,205 127,996
- - - (6,081) (6,081)
- 1,519 - - 1,519
10 (33,604) 140,904 16,124 123,434
Share Other Capital Retained
capital Reserve Reserve earnings Total
NIS in thousands
10 (3,817) 122,655 34,110 152,958
- - - (38,859) (38,859)
- (22,883) 43,446 - 20,563
10 (26,700) 166,101 (4,749) 134,662
Share Other Capital Retained
capital Reserve Reserve earnings Total
NIS in thousands
10 (3,817) 122,655 34,110 152,958
- - - (11,905) (11,905)
- (31,306) 18,249 - (13,507)
10 (35,123) 140,904 22,205 127,996




CONSOLIDATED STATEMENT OF CASH FLOWS

MORGAL INVESTMENTS LIMITED

Operating activities:
Loss before tax

Adjustments for:

Depreciation of property, plant and equipment
Impairment of inventories

Reversal of impairment of inventories prior year

Fair value (income) / expense on loans

Interest and currency exchange difference not capitalized
Borrowing expenses not capitalized

Cash flows from / (used in) operations before working
capital changes

Decrease / (increase) in inventory
Decrease in trade and other receivables and tax asset
Increase in trade and other payables

Cash flows from operations
Tax paid

Net cash flows from operating activities

Cash flows from financing activities

Repayments of borrowings
Net cash flows used in financing activities
Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents:

At beginning of the year
Effect of exchange rate fluctuations on cash held

At end of the year

Three months ended Year ended

31 March 31 December
2021 2020 2020
Unaudited Audited

NIS in thousands

(6,061) (38,828) (11,797)
- 1 1

- 7,143 -

- - (6,333)

- (3,040) 3,220
7,018 28 (3,038)
- 862 31,737

957 (33,834) 13,790

- 34,618 (847)
12,436 5,104 39,917
16,587 18 6,506
29,980 5,906 59,366
- - (109)
29,980 5,906 59,257
- (4,072) (60,808)

- (4,072) (60,808)
29,980 1,834 (1,551)
1,706 4,548 4,548
77 (1,044) (1,291)
31,763 5,338 1,706

The notes on pages 8 to 13 form an integral part of these interim consolidated financial statements.



MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1:- GENERAL

a. These financial statements have been prepared in a condensed format as of March 31, 2021
and for the three months then ended (“interim consolidated financial statements"). These
financial statements should be read in conjunction with the Company's annual financial
statements as of December 31, 2020 and for the year then ended and the accompanying notes
("annual consolidated financial statements™).

b. The Company's and the Group's functional currency is the Russian Ruble (RUB). The present
set of unaudited interim condensed consolidated financial statements has been prepared for
the purpose to be included in the financial statements of Israel Canada (T.R) Ltd only, using
as presentation currency the Israeli Shekel (NIS).

The following table shows the USD/ RUB, NIS/RUB and NIS/USD rates for closing and
average rates for March 31, 2021, March 31, 2020 and December 31, 2020:

From From From
January 01, January 01, January 01,
As of 2021 2020 2020
As of March December to March 31, to March 31, to December
31, 2021 31, 2020 2021 2020 31, 2020
(Closing (Closing (Average (Average (Average
rate) rate) rate) rate) rate)
USD/ RUB Rate 75.7023 73.8757 74.36855 77.7325 61.9057
NIS / RUB Rate 22.70615 22.97844 22.74906 21.804348 17.1925
NIS / USD Rate 3.334000 3.2150006 3.269082 3.5650 3.456006

c. As of the date of the financial statements the group has a working capital deficit in an amount
of NIS 4,280 thousand. The main reason of the deficit is due to receipt of advances on behalf
of inventory plots which are amortized from future income to be received from the sale of
additional plots in the future. The management believes that it has sufficient funds to meet its
future and current obligations.

NOTE 2: - INCORPORATION AND PRINCIPAL ACTIVITIES

The Company Morgal Investments Limited (hereinafter the "Company") was incorporated in
Cyprus on 24th of February 2007 as a private limited liability company under the Cyprus
Companies Law, Cap. 113. Its registered office is at Florinis 7, Greg Tower, 2nd floor, P.C 1065,
Nicosia, Cyprus.

The principal activity of the Company and its subsidiaries (hereinafter the "Group™), which is
unchanged from last years, is the acquisition of land in St. Petersburg Russia, for development
into commercial and residential property (see Note 8 and Note 19 in the annual report).

NOTE 3: - SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these interim condensed
consolidated financial statements are set out below. These policies have been consistently applied
to all years presented in these consolidated financial statements.

a. Basis of preparation

The interim condensed consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards as adopted by the European Union (EU).
The interim condensed consolidated financial statements have been prepared under the
historical cost convention (except for financial liabilities measured at fair value through
profit or l0ss).
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MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 4: - FINANCIAL ASSETS AND LIABILITIES

a.

Carrying amount

The carrying amount of each class of financial assets and liabilities included in the interim
condensed consolidated financial statements is as follows:

31 March 31 December
2021 2020
Note Unaudited Audited
NIS in thousands

Financial assets:

Cash and cash equivalents 31,763 1,706
Short-term Trade receivables 318 12,626
32,081 14,332

Financial liabilities:
Borrowing and Trade and
other payables 6 320,850 293,680

Financial liabilities do not include other taxes.
Fair value for disclosure objective

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market participants
act in their economic best interest.

The Group uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities measured at fair value or for which fair value is disclosed are
categorized into levels within the fair value hierarchy based on the lowest level input that
is significant to the entire fair value measurement:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or
liabilities.
Level 2 - Inputs other than quoted prices included within Level 1 that are observable

directly or indirectly.

Level 3 - Inputs that are not based on observable market data (valuation techniques
which use inputs that are not based on observable market data).



MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 5: - INVENTORIES

NOTE 6: -

The inventories comprise of property under development and the changes since last year end are
as follows:

31 March 31 December

2021 2020
Unaudited Audited
NIS in thousands

At 1 January 407,530 489,625
Borrowing costs capitalized - 18,669
Other Capitalized amounts - 847
Reversal of impairment of inventories prior year - 6,333
Translation reserve 4,887 107,944

412,417 407,530

Inventories comprise of the land and expenses incurred for the development of this land under the
project (the "Plantograd project™) and are stated at lower of cost and net realisable value.

Based on the last independent valuation appraisal of the property wholly owned by Morgal
Investments LLC, located at Saint-Petersburg, Pulkovskoye Shosse, that was performed at
September 30, 2020 by the independent appraiser the indication of the net realizable value of this
property amounted to a rounded figure of RUB 9,404,259 thousand // NIS 412,417 thousand.

BORROWINGS

31 March 31 December
2021 2020
Unaudited Audited
NIS in thousands

Non-current borrowings

Borrowings (including accumulated interest) from
shareholders and related parties 165,344 159,698

Borrowings from related party — Electech Holdings B.V

Remaining Loan Principal 11,047 11,047
Interest Payable 85,820 81,411

96,867 92,458
Total Borrowings (including accumulated interest) 262,211 252,156

During 2020, the change of the loans fair value recorded amounted to NIS 15,029 thousand
divided between profit and loss 3,220 thousand of NIS (loss) and capital reserve 18,249 thousand
of NIS (gain).
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MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 7: - NET FINANCE (EXPENSE) / INCOME

Three months ended Year ended
31 March 31 December
2021 2020 2020
Unaudited Audited
NIS in thousands

Currency exchange (loss) / gain on loans (2,326) (194) 8,379
Finance income (expenses) not capitalized - (34,949) (31,737)
Other financial income 1,004 - 4,853
Interest on shareholders loans (4,692) (668) (6,148)
Fair value loss on loans from related parties - 3,040 (3,220)
Other 10 1,608 (156)
Net Finance (expenses) / income (6,004) (31,163) (28,029)

NOTE 8: - RELATED PARTY TRANSACTIONS

The Group is controlled equally between Glotir Trading B.V and Plantograd Ltd, incorporated in
Holland and Israel respectively, each owning 50% of the share capital of the Company.

The ultimate shareholders are Israel Canada (T.R) Ltd and Electra Ltd.
The following transactions were carried out with related parties:
a. Directors' and key management compensation

The remuneration of Directors and other members of key management were as follows:

Three months ended Year ended
31 March 31 December
2021 2020 2020
Unaudited Audited
NIS in thousands

Directors' fees - - 11
Key management personnel 217 277 953
217 277 964

11



MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 8: - RELATED PARTY TRANSACTIONS (Cont.)

b.

Loans from related undertakings

31 March 31 December

2021 2020
Unaudited Audited
NIS in thousands
Nature of
Controlling parties balance

Galita Ltd. & Israel-Canada (T.R)  Loan from
Ltd. shareholders 79,819 77,093

Other related parties

Electra Investments Holland B. V Loan from other

related party 85,525 82,605

. Loan from other
Electech Holding B. V related party 96,867 92,458
182,392 175,063

The loan from shareholders Galita Ltd. & lsrael-Canada (T.R) Ltd. and the loan from
related company Electra Investments Holland B.V. is denominated in RUB and bears a
variable interest rate according to market conditions. The loans have no specified
repayment date. Repayment of the loan shall be made only from a free cash flow of the
borrower and only when such free cash flow shall be available.

The loan from related company Electech Holding B.V is denominated in USD. The loan in
USD bears interest at 3 months $Libor plus 4%. The loan has no specified repayment date.
Repayment of the loan and/or it's accumulated interest shall be made from a free cash flow
of the borrower and when such free cash flow shall be available.

During the year 2020 an amount of USD 18,200 thousand // RUB 1,342,735 thousand //
NIS 60,788 thousand was paid back as partially loan repayment to Electech Holding B.V.

NOTE 9: - SIGNIFICANT EVENTS IN THE REPORTING PERIOD

Further to Note 19 in the annual report in relation to the proceeds-based transaction agreement with Setl-City,
below are the changes that occurred during the reporting period:

1. With regard to the land plots of the second lot as defined in the above-mentioned annual report:

a.

During and after the reporting period, a number of amendments to the sale-purchase
agreements of the residential land plots in the second lot were signed (or in the process of
signing) by the parties, in order to update dates regarding the opening processes of the Letters
of credit (LOC) to be executed by the Russian bank SBERBANK and in order to update the
payments accordingly.

12



MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 9: - SIGNIFICANT EVENTS IN THE REPORTING PERIOD (Cont.)

b.

During and after the reporting period a number of sale-purchase agreements were signed (or
in the process of signing) by the parties regarding land plots of social buildings and
infrastructure in the second lot (in a similar format to the parallel sale-purchase agreements of
the first lot which were signed in 2015 and mentioned in the above annual report).

2. With regard to the land plots in lots 3-8 as described in the above-mentioned annual report, the lease
agreements regarding these land plots were canceled.

NOTE 10: -EVENTS AFTER THE END OF THE REPORTING PERIOD

a.

After the balance sheet date and until the approval of the financial statements, a decrease
was recorded on behalf of the NIS: RUB currency exchange of approximately 5%.

During the first quarter of 2020, the Corona Virus (COVID-19), which was designated by
the World Health Organization as a global epidemic (hereinafter "the Corona Crisis™ and/or
"Corona Virus", respectively), began to spread throughout the world. As a result, a picture
of a significant slowdown in global economic activity becomes clear. In early March 2020,
the OECD cut its global growth forecast for 2020 by half a percentage point to 2.4%, the
lowest growth rate since the global financial crisis of 2008.

Following the above and the world guidelines for restricting traffic and crossings between
states, restrictions on movement within the country and cities and prohibiting exits from
homes, the Company is adjusting its operations to cope with the decline in activity and
sales attributed to the said developments.

As of the date of approval of the financial statements, the Purchaser continues the
construction and execution of the Project. The Company's management believes that the
spread of the Corona Virus doesn't have a material adverse effect on the group's operations
and results. However, the Company cannot assess the adverse effect on the Company's
operations and results if the Corona Virus continues to spread and / or spread is not faded.

The Company's management closely monitors developments around the world in
connection with the Corona Crisis.
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