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FMG RUSSIA FUND L'TD.

Comparative table

As at 31 March 2012 As at 31 March 2011

NAY NAYV Units in Total

per Units in Total per Cireulation; NAVY
unit* | Circuiation] NAV unit* | (Restated) | (Restated)
FMG Russia Fund Class A (USD) 106.92 3,351 | 3583301 130.10 6,568 §54,528
FMG Russia Fund Class A09 (USD) | 267.35 992 | 2652021 325.33 1,069 347,700
FMG Russia Fund Class B (USD) 12.27 6,399 78,500 14.84 57,388 851,580
FMG Russia Fund Class B69 (USD) | 28.00 5,000 {140,012 33.90 8,336 282,597
FMG Russia Fund Class A (EUR) 90.58 2,609 7 181,953 | 111.13 2,373 263,707
FMG Russia Fund Class A09 (EUR) | 304.46 204 62,037 | 373.52 389 145,304
FMG Russia Fund Class B (EUR) 7.81 45,036 | 351,806 9.53 55,600 530,112
MG Russia Fund Class B0% (EUR) | 32,18 13,096 | 421,542 39.33 16,825 661,654

As at 31 March 2010

NAV Units in Total

per Circulation NAV
unit* | (Restated) | (Restated)
FMG Russia Funrd Class A (USD) 49.29 12,250 603,818
FMG Russia Fund Class A09 (USD) 126.94 589 74,773
FMG Russia Fund Class B (USD) 5.17 1 4,082,003 | 21,092,209
FMG Russia Fund Class B89 (USD) 12.02 176,045 2,116,451
FMG Russia Fund Class A (EUR) 37.77 4,181 157,914
FMG Russia Fund Class A9 (EUR) 150.28 1,774 266,597
FMG Russia Fund Class B (EUR) 3.24 587,120 | 1,900,972
FMG Russia Fund Class B0% (EUR) 14.45 165,003 | 2,383,983

* The NAV per unit is presented to the nearest two decimal places.




FMG RUSSIA FUND LTD.
Directors’ Report

For the Year Ended 31 March 2012

The directors present the annual report and the audited non-statutory financial statements of FMG Russia Fund
Ltd. (*the Company’ or ‘the Fund") for the year ended 31 March 2012,

Principal activities
The Company is an open-ended investment fund, incorporated in Bermuda empowered by its bye-laws to issue,
redeem and reissue its own shares at prices based on their net asset vaiue.

The principle strategy of the fund is to invest the fund’s assets primarily in FMG (EU) Russia Fund a sub-fund
of FMG Funds SICAV ple a company registered in Malta, which will give investors access to a portfolio of
managed accounts and other finds that have a good performance record,

Performance review and financial pesition
During the current vear the Fund generated a loss amounting to $731.842 (2011 — income of $3,288,267)
Shareholders’ funds as at 31 March 2012 amounted to $2.199.476 (2011 - $4.605,349; 2010 - $30,249,237).

These financial statements represent the first annual financial statements of the Fund prepared in accordance
with International Financial Reporting Standard (‘JFRS’), as issued by the IASB. The Fund adopted IFRS in
accordance with IFRS I, First-time adoption of International Financial Reporting Standards. The first date at
which IFRS was applied was April 1, 2010,

Directors

The directors who served during the period were:
Mr, Peter Hughes

Mr. William Woods

Mr. James Keyes

In accordance with the Fund’s articles of association the directors are to remain in office.

Subsequent events

As of 1 May 2012 dealing day, the directors of the Fund have suspended the determination of the Net Asset
Vatue as well as the issuance and redemption of shares due to the illiguidity within the Fund caused by the non-
receipt of full proceeds due from the redemption of the sharcholding in Hudson River Fund. This is further
discussed in note 15 to these financial statements.

Auditors
A resolution to reappoint Deloitte Audit Limited as auditor of the Fund will be proposed at the forthcoming

annual general meeting.

Approved by the board of directors and signed on its behalf on 22 October

Mr. Peter Hughes
Director




FMG RUSSIA FUND LTD.

Directors® Responsibility for the Finaneial Statements

For the Year Ended 31 March 2012

The directors acknowledge their responsibility to prepare financial statements in accordance with International
Financial Reporting Standards which give a true and fair view of the state of affairs of the company at the end

of each financial year and of the profit or foss of the company for the year then ended. In preparing the financial
statements, the directors should:

select suitable accounting policies and apply them consistently;
make judgments and estimates that are reasonable; and

prepare the financial statements on a going concern basis, unless it is inappropriate to presume that the
company will continue in business as a going concern.

The directors are responsible for ensuring that proper accounting records are kept which disclose with
reasonable accuracy at any time the financial position of the company. This responsibility includes designing,
implementing and maintaining such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error. The

directors are also responsible for safeguarding the assets of the company, and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.




FMG RUSSIA FUND LTD.
Statement of Financial Position

March 31,2012
{Expressed in United States Dollars)

Notes 2012 2011 2010
{Restated) (Restated)

Assets
Financial assets at fair value through profit or loss 4 79,794 704,252 27.332,785
Receivables 5 1,784,423 3,841,472 11,844
Prepayments 7.118 9,508 9414
Cash and cash equivalents 376,551 503,798 3,331,004
Total assets 2,247 886 5,059,030 30,685,137
Liabilities
Financial liabilities at fair value through profit or loss 4 - - 59,657
Subscription received in advance - - 10,000
Accounts pavable and accrued expenses 6 48,410 453,681 366,243
Total liabilities 48410 453,681 435,500
Net assets attributable to redeemable
preference shares $ 2199476 § 4605349 § 30,249237

These financial statements were approved by the board of directors, authorised for issue on 22 October 20172 and signed

on its behalf by:

N

Director f i Director o .
Mr Peter Hughes “MeJames Keyes '

e

The notes on pages 9 1o 28 form an integral part of the financial statements.




FMG RUSSIA FUND LTD.

Statement of Comprehensive Income

Year Ended March 31, 2012

(Expressed in United States Dollars)

Investment (loss)/income
Net (loss)/gain on investments
Rebate income

Total investment (loss)/gain

Operating expenses
Management fees

Incentive fees

Administration fees

Audit fees

Directors’ and secretarial fees
Custodian fees

Bermuda company fees
Other operating fees

Total operating expenses

Finance cost
Interest expense

Total finance costs

Net investment {foss)/gain

{Decrease)/inerease in net assets atéributable to
holders of redeemable preference shares

The notes on pages 9 to 28 form an integral part of the financial statements,

Notes

12
12
12

$

2012 2011
(599,633) 3,835,395
6,770 40,178
(592,863) 3,875,573
53,877 54,273

- 424,482

31,470 29,289
2,439 39,325
13,500 13,500
5,419 8,088
3,625 3,392
28,357 12,521
138,687 584,870
292 2,436

292 2,436
(731,842) 3,288,267
(731,842) 3,288,267




FMG RUSSIA FUND LTD.
Statement of Changes in Net Assets

Year Ended March 31, 2012
{Expressed in United States Dollars)

{Decrease)/increase in net assets attributable to holders of
redeemable preference shares

From eapital share transactions

Proceeds from the subscription of redeemable preference
shares

Payments on redemption of redeemable preference shares

Net decrease in net assets from capital share transactions

Net (decrease)/increase in net assets attributable to
redeemabie preference shares

Net assets attributable to redeemable preference shares at
the beginning of the year

Net assets attributable to redeemable preference shares at
the end of the year

2012 2011 2010
{Restated) {Restated)

(731,842) 3,288,267 10,259,573

61,331 245,970 5,225,751
{1,735,362) (29,178,125) {5,119,708)

(1,674,031)  (28,932,155) 106,043

(2,405,273 (25,643,288) 10,365,616

4,605,349 30,249.237 19,883,621

$ 2,199476 $§ 4605349 § 30249237

The notes on pages 9 to 28 form an integral part of the financial statements,




FMG RUSSIA FUND LTD.
Statement of Cash Flows

Year Ended March 31, 2012
(Expressed in United States Dollars)

Cash flows from operating activities

{Decrease)/increase in net assets attributable to holders of
redeemable preference shares

Adjustrents to reconcile net increase (decrease) in net assets

resulting from operations to net cash provided by (used in)
operating activities:

Change in assets and liabilities:
Net change in investments and derivative financial instruments
Receivables and prepayments
Accounts payable and accrued expenses

Net cash provided from operating activities

Cash flows used in financing activities

Proceeds from issue of redeemable preference shares

Payments on redemptions of redeemable preference shares

Net cash used in financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplementary cash flow information
Interest paid

The notes on pages 9 to 28 form an integral part of the Jinancial statements.

2012 2011
(731,842) 3,288,267
624,458 26,568,876
2,059,439 (3,829,722)
(405,271) 87,438
1,546,784 26,114,859
61,331 235,970
(1,735,362) (29,178,125)
(1,674,031) (28,942,155)
(127,247) (2,827,296)
503,798 3,331,094
376,551 § 503,798
292§ 2,436




MG RUSSIA FUND LTD,

Motes to Financial Statements

March 31, 2012

L

Reporting entity

FMG Russia Fund Ltd. (the “Company” or the “Fund”) was incorporated in Bermuda on September 20, 2006

as an open-ended investment fund, empowered by its bye-laws to issue, redeem and reissue its own shares at
prices based on their net asset value,

The Fund invests directly or indirectly in other investment companies, limited partnerships and managed
accounts managed by fund managers with focus on Russia and the commonwealth of Independent States (CIS).
Effective April 1, 2010, the fund achieves this investment strategy by investing in FMG (EU) Russia Fund, a

sub-fund of FMG Funds SICAYV plc which is a regulated Malta entity managed by FMG Malta Ltd and related
to the FMG Group.

Basis of preparation
2.1 Statement of compliance

These non-statatory financial statements represent the first annual financial statements of the Company

prepared in accordance with International Financial Reporting Standards ("IFRS"} and issued by the
International Accounting Standards Board ("JASB").

The Company's financial statements were previously prepared in accordance with accounting principles
generally accepted in Bermuda and Canada. Canadian GAAP differs in some areas from IFRS. In preparing
these financial statements, management has amended certain accounting measurement previously applied in the
Canadian GAAP financial statements to comply with IFRS. These amendments had no material impact on the
financial statements. Note 16 contains reconciliations and descriptions of the effect of the transition from

Canadian GAAP to IFRS on equity as at March 31, 2011 and March 31, 2010, and comprehensive income for
the year ended March 31, 2011,

These financial statements were authorised for issue by the board of directors on 22 October 2012,

2.2 Basis of measurement

The financial statements have been prepared using the historical cost convention except that the following are
measured at fair value:

* derivative financial instruments; and
= financial instruments designated at fair value through profit or loss.

2.3 Functional and presentation currency

The financial statements are presented in the United States Dollars (USD), which is also the functional
currency of the Company, rounded to the nearest unit.

2.4 VUse of estimates and judgements

The prepacation of financial statements in conformity with IFRSs requires the use of cerfain accounting
estimates. It also requires directors to exercise judgements in the process of applying accounting estiimates.
Estimates and judgements are continually evaluated and are based on experience and other factors including
expectaticns of future events that are believed to be reasonable under the circumstances.

All investments have been classified at fair value through profit or loss, in line with note 3.2(1i) and are
measured at fair value. Further information on the risks related to the investments is included in note 14. Other
key judgements made by the directors are disclosed below:




FMG RUSSIA FUND LTD,

Motes to Financial Statements

March 31, 2012

2.
2.4

Basis of preparation (continued)

Use of estimates and judgements (continued)

o The financial statements include a receivable of US$1,784,307 for amounts still pending from redemption
requests lodged in prior years for Hudson River Russia Fund, a collective investment scheme. The Hudson
River Russia Fund is facing financial difficulties and in turn holds financial assets and investments which
are unlisted and hard to value. The redemption request was accepted by the underlying fund’s investment
manager but has not been settled at the date of the financial position. Although delays for settlement are
expected, management feels that the amount in question is recoverable in full.

¢ During the year, the directors resolved to write down the value of $103,136 in the Fund’s investment in the
Diamond Age Russia Fund Limited - 1lliquid share class due to the fack of readily ascertainable fair values.
Furthermore there is a significant amount of uncertainty as to the Fund’s ability to redeem its investment in
this position as it is illiquid in nature. There could be material differences between the realizable value of
the investment upon its eventual sale and the fair value amounts estimated by the Fund's Manager and such
differences could be material to the Fund’s financial statements. On this basis the directors took the
decision to adjust the value of this investment to $ail.

Summary of significant accounting policies

3.1 Foreign currency

Transactions denominated in currencies other than the functional currency are translated at the exchange rates
ruling on the date of transaction. Monetary assets and liabilities denominated in currencies other than the
functional currency are re-translated to the functional currency at the exchange rate ruling at year-end.

Exchange differences arising on the settlement and on the re-translation of monetary items are dealt within the
statement of comprehensive income.

3.2 Financial assets and liabilities

Financial instruments

Financial assets and financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the instrument. Financial assets and financial liabilities are initially recognised at their fair value

plus directly attributable transaction costs for all financial assets or financial labilities not classified at fair
value through profit or loss.

Financial assets and financial liabilities are offset and the net amount presented in the statement of financial
position when the Company has a legally enforceable right to set off the recognised amounts and intends either
to settle on a net basis or to realise the asset and settle the liability simultaneously.

Financial asssts are derecognised when the contractual rights to the cash flows from the financial assets expire
or when the entity transfers the financial asset and the transfer qualifies for derecognition,

Financial liabilities are derecognised when they are extinguished. This occurs when the obligation specified in
the contract is discharged, cancelled or expires.

(i) Trade and other receivables

Trade and other receivables are classified with assets and are stated at their nominal value unless the effect of

discounting is material. Appropriate allowances for estimated irrecoverable amounts are recognised in the
statement of comprehensive income when there is objective evidence that the asset is impaired.

(if) Financial assets and liabilities at fair value through profit or loss

Financial assets and liebilities as at fair value through profit or loss are those that are held for trading purposes
or those that are so designated by the Company upon initial recognition. The Company uses this designation
when doing so results in more relevant information because a group of financial assets, liabilities or both are
managed and their performance is evaluated on a fair value basis, in accordance with a documented risk
management or investment strategy and information about the group is provided internaliy on that basis to the
entity’s key management personnel or when a contract contains one ot more embedded derivatives and the

entity elects to designate the entire hybrid contract as a financial asset or liability as at fair value through profit
or loss.

10



FMG RUSSIA FUND LTD.

Notes to Financial Statements

March 31, 2012

3.

Summary of significant accounting policies (continued)

3.2 Financial assets and labilities (continned)

Financial instruments (continued)

(i) Financial assets and liabilities at fair value through profit or loss (continued)

After initial recognition, financial assets at fair value through profit or loss are measured at their fair value from
those quoted market prices.

Financial instruments which are unquoted or otherwise not traded in an active market are valued using a
methodology designed to assess the value after acquisition, having regard to market terms at the measurement
date, including interest rates and liquidity and other factors,. The basis of valuation on each valvation date will

be determined on the most appropriate basis to use, having regard to a) any relevant information generatly
available in the market at the time; and b) any other relevant information.

Gains and losses arising from a change in fair value are recognised in profit or loss in the period in which they
arise. Where applicable, dividend income and interest income on financial assets at fair value through profit or

loss is disclosed separately in profit or loss, Fair value gains and losses are recognised within net gain on
financial instruments at fair value through profit or loss.

. Valuation of investments in collective investment schemes

Investments in collective investment schemes (private investment funds) are designated at fair value through
profit or loss, in accordance with 1AS 39 Financial Instruments: Recognition and Measurement and are valued
at fair value as determined by the administrator of the private investment fund. In determining fair value the
administrator utilises the valuations of the underlying private investment funds to determine the fair value of its

interest. The underlying private investment funds value securities and other financial instruments on a mark-to-
market fair value basis of accounting.

Investments in private investment funds are valued based on the independently audited net asset values of the
private investments funds. Given the likelihood that the year-end of the underlying private investment funds is
not co-terminous with that of the Company or audited financial statements are not readily available,
investments in private investment funds cannot be valued based on independently audited net asset values and
therefore the board of directors bases its valuation on the private investment funds’ net asset values as
calculated by the independent administrator of such private investment funds as at the reporting date, It is

possible that the underlying private investment funds’ results may subsequently be adjusted when such results
are subjected to an andit, and the adjustments may be material.

. Derivative financial instruments

Derivative financial assets and derivative financial liabilities are classified as held for trading unless they are
designated as effective hedging instruments. During the year under review, the Company did not designate any
of its derivative financial instruments in a hedging relationship for accounting purposes.

A forward currency contract involves an obligation to purchase or sell a specific currency at a future date, at a
price set at the time the contract is made. Forward foreign exchange contracts are valued by reference to the
forward price at which a new forward contract of the same size and maturity could be undertaken at the
valuation date. The unrealised gain or loss on open forward currency contracts js calculated as the difference
between the contract rate ard this forward price, and is recognised in the statement of comprehensive income,

(iif) Trade and other payables

Trade and other payables are stated at their nominal value unless the effect of discounting is material,

11



MG RUSSIA FUND LTD.

Notes to Financial Statements

March 31, 2012

3.

Summary of significant accounting policies (continued)

3.2 Financial assets and liabilities (continued)

Financial instruments (continued)

(iv) Realised and vnrealised gains and losses

Investment transactions are recorded on a trade date basis. Realised gains or losses on investments are

calculated on a weighted average cost and are disclosed within net gain on financial assets at fair value through
profit or loss in the statement of comprehensive income.

3.3 Cash and cash equivalents

Cash and cash equivalents comprise current deposits held with banks. Cash and cash equivalents are shori-term
highly liquid investments that are readily convertible to known amounts of cash and are subject to an

insignificant risk of changes in value, and are held for the purpose of meeting short-term cash commitments
rather than for investment or other purposes,

3.4 Revenue recognition

Revenue is recognised to the extent that it is probable that future economic benefits will flow to the Company

and these can be measured reliably, The following specific recognition criteria must also be met before revenue
is recognised:

{i} Rebate income

Rebate income represents reimbursements receivable from the Company’s manager in accordance with the
terms set out in the fund’s supplements.

(i) Interest

Interest income and expense, including interest from non-derivative financial assets at fair value through profit
or loss, are recognised as they accrue in profit or loss, where applicable, gross of withholding tax. For financial
assels and liabilities not classified at fair value through profit or loss, such interest income and expense is

recognized using the effective interest method.

(iii) Dividend income

Dividend income is recognised in profit or loss on the date that the Company’s right to receive payment is
established, which in the case of quoted securities is the ex-dividend date.

3.5 Expenses

All expenses, including management, administrator and custodian fees, are recognised in profit or loss on an
accruals basis.

3.6 Uniis redeemed

All units issued by the Company provide the right to require redemption for cash on each dealing date in
accordance with the terms set out in the Company’s prospectus. Such instruments give rise to a financial

liability for the present value of the redemption amount and are presented in the statement of financial position
as ‘Net Assets attributable to redeemable preference shares”.

12



FMG RUSSIA FUND LTD.

Notes to Financial Statements

March 31, 2012

3.

Summary of significant accounting policies (continued)
3,7 Impairment

All assets are tested for impairment except for financial assets measured at fair value through profit or loss.

At the end of each reporting period, the carrying amount of assets is reviewed to determine whether there is any
indication or objective evidence of impairment, as appropriate, and if any such indication or objective evidence
exists, the recoverable amount of the asset is estimated,

In the case of financial assets that are either carried at amortised cost, objective evidence of impairment
includes observable data about the following loss events - significant financial difficulty of the issuer, a breach
of contract, it becoming probable that the borrower will enter bankruptcy or other financial reorganisation, the
disappearance of an active market for that financial asset because of financial difficulties and observable data

indicating that there is a measurable decrease in the estimated future cash flows since the initial recognition of
those assets.

An impairment loss is the amount by which the carrying amount of an asset exceeds its recoverable amount.

For loans and receivables, if there is objective evidence that an impairment loss has been incurred, the loss is
measured as the difference between the asset’s carrying amount and the present value of estimated future cash
flows discounted at the original effective interest rate. The carrying amount of the asset is reduced directly.

Impairment losses are recognised immediately in profit or loss.

For loans and receivables, if, in a subsequent period, the amount of the impairment loss decreases and the

decrease can be related objectively to an event occurring after the impairment was recognised, the previously
recognised impairment loss is reversed directly.

Impairment reversals are recognised immediately in profit or loss.

3.8 New standards and interpretations not yet adopted

The directors are currently evaluating the impact on the financial statements of the Company in the period of
initial application of the following International Financial Reporting Standards that were in jssue at the date of
authorisation of these financial statements, but not yet effective.

Amendment t6 IFRS 7 — Disclosures — Transfers of Financial Assels

The IASB introduced enhanced disclosure requirements to IFRS 7 Financial Instruments as part of its
comprehensive review of off-balance sheet activities.

The amendments are designed to ensure that users of financial statements are able to more readily understand
transactions involving the transfer of financial assets (for example, securitisations), including the possible

effects of any risks that may remain with the entity that transferred the assets, IFRS 7 became effective on |
July 2011,

IFRS 9 — Financial Assets

IFRS @ issued in November 2009 and amended in October 2010 introduces new requirements for the
classification and measurement of financial assets and financial labilities. -

IFRS ¢ requires all recognised financial assets that are within the scope of IAS 39 Financial Instruments:
Recognition and Measurement to be subsequently measured at amortised cost or fair value. Under IFRS 9,
financial assets that are held within a business model whose objective is to collect the contractual cash flows,
and that have contractual cash flows that give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal outstanding are generally measured at amortised cost unless the entity
applics the fair value option. All other financial assets, including equity iavestments are measured at their fair
values at the end of subsequent accounting periods.

13



MG RUSSIA FUND LTD.
Notes to Financial Statements

March 31, 2012

3. Summary of significant accounting policies (continued)
3.8 New standards and interpretations not yet adopted {continued)

IFRS 9 - Financial Assets (continued)

Under IFRS 9, for financial Habilities that are designated as at fair value through profit or loss, the amount of
change in the fair value of the financial liability that is attributable to changes in the credit risk of that liability
is recognised in other comprehensive income, unless the recognition of the effects of changes in the liability's
credit risk in other comprehensive income would create or increase an accounting mismaich in profit or loss,
Changes in the fair value attributable to a financial liability's credit risk are not subsequently reclassified to

profit or loss. IFRS 9 will be effective for financial periods beginning on, or after, 1 January 2015 with earlier
application permitied.

IFRS 13 — Fair value Measurements

IFRS 13 establishes a single source of guidance for fair value measurements and disclosures about fair value
measurements. The Standard defines fair value, establishes a framework for measuring fair value, and requires
disclosures about fair value measurements. The scope of IFRS 13 is broad; it applies to both financiat
instrument items and non-financial instrument items for which other IFRSs require or permit fair value
measurements and disclosures about fair value measurements, except in specified circumstances.

IFRS 13 is effective for annual periods beginning on or after 1 January 2013, with carlier application permitted.

IFRS 10~ Consolidated Financial Statements

IFRS 10 builds on existing principles by identifying the concept of control as the determining factor in whether
an entity should be included within the consolidated financial statements of the parent company. The standard
provides additional guidance to assist in the determination of control where this is difficult to assess. IFRS 10
introduces a single consolidation mode! for all entities based on control, irrespective of the nature of the
investee (that is, whether an entity is controlled through voting rights of the investors or otherwise). IFRS 10

supersedes SIC-12 Consolidation—Special Purpose Entities and parts of IAS 27 Consolidated and Separate
Financial Statements.

IFRS 10 is effective for annual periods beginning on or after 1 January 2013, with earlier application permitted.

IFRS 12 - Disclosure of Interests in Other Entities

IFRS 12 addresses disclosure requirements for certain interests in other entities, including joint arrangements,
associates, subsidiaries and unconsolidated structured entities. The objective of IFRS 12 is to require an entity
to disclose information that enables users of its financial statements to evaluate (a) the nature of, and risks

associated with, its interests in other entities; and (b) the effects of those interests on its financial position,
financial performance and cash flows.

IFRS 12 is effective for annual periods beginning on or after 1 Januvary 2013, with earlier application permitted,

1AS 32 & IFRS 7 Amendment - Offsetting Financial Assets and Financial Liabilities

These Amendments are intended to help investors and other financial statement users to better assess the effect
or potential effect of offsetting arrangements on a company’s financial position. The disclosure requirements

also improve transparency in the reporting of how companies mitigate credit risk, including disclosure of
related collateral pledged or received.

IAS 32 is effective for annual periods beginning on or after | January 2014, whilst IFRS 7 is effective for
annual periods beginning on or after 1 January 2013, with earlier application permitied.

The Company is considering the implications of these standards and their impact on the Company's financial
resvlts and position.

14



FMG RUSSIA FUNP LTD.
Notes to Financial Statements
March 31, 2012

4, Classification and fair values of financial assets and liabilities

The table below provides a reconciliation of the Company’s financial assets and liabilities at fair value through

profit or loss,

2032 2011 2010
Assets b 3 3
Designated as at fair value through
profit or loss
Collective investment schemes 63,414 671,016 17,498,816
Equity shares - - 9,833,969
Held for trading
Forward contracts 11,330 33,236 -
Total financial assets at fair value
through profit or loss 79,794 704,252 27,332,785
Liabilities
Held for trading
Forward contracts - - 59,657
Total financial liabilities at fair value
through profit or loss - - 59,657

As part of the Company’s capital appreciation strategy, the Company invests primarily in 2 sub-fund of the
FMG Funds SICAYV ple, namely the FMG (EU) Russia Fund. As at 31 March 2012, the company’s investment
in collective investment schemes amounting to $68,414 was all held in FMG (EU) Russia Fund. In tumn the
investment objective of FMG (EU) Russia Fund is to invest in the Russia region, This gives investors access to
a portfolio of managed accounts and other Funds that have a good performance record.

As at 31 March 2012 FMG (EU) Russia Fund held 96% of its net asset value in certain underlying collective
investment schemes whose financial year end is not co-terminous with that of FMG (EU) Russia Fund or
audited financial statements are not readily available as at the reporting date. As a result, the valuation of these
underlying investments could not be corroborated against independently audited net asset values as at 31 March

2012 and have been based on net asset values as calculated by the administrators of these underlying collective
investment schemes.

Derivative instruments and all other investments are classified as held for trading. All other assets measured at

fair value have been designated at fair value through profit or loss. Further information about the derivative
financial instruments (forward contracts) is disclosed in note 14.1.1.

5. Receivables
2012 2011 2010
k3 3 $
Receivable for investment sold 1,784,307 3,834,308 -
Rebates receivable 116 7,164 11,844
1,784,423 3,841,472 11,844
Receivables for investment sold represent unsettled trades with Hudson River Russia Fund on investments sold,
As discussed in note 2.4 to these financial statements and following an assessment of the recoverability of these
receivables, the board of directors together with the Manager determined that, although delays for settlement
are expected to continue, the amount in question is recoverable in full.
6. Aecounts payable and accrued expenses

2012 2611 2010

$ 3 3

Audit fees payabie 2,439 24,500 21,000
Management fees payable 0,473 31,942 111,466
Incentive fees payable - 381.551 25,137
Administration fees payable 7,740 7.890 15,870
Other payables 28,758 7,798 192,770
48,410 453,681 366,243
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10.

Accounts payable and accrued expenses (continued)

Management and incentive fees payable are due to related parties. The terms and conditions of the amounts

owed to related parties are disclosed in note 12. These amounts are unsecured, interest free and repayable on
demand,

Net asset value

In accordance with the Offering Memorandum, the net asset value of each class of shares in a Fund is
determined by reference to the market prices of the underlying assets in the fund attributable to such class at the
close of business on the “valuation date’. The last dealing date in the 2012 financial year of the Fund, was on
March 26, and the last official valuation date in the 2012 financial year, was on March 30,

In accordance with the Offering Memorandum, the net assets of the Company are computed at the latest
available dealing price or the latest available middle market quotation. However, for financial reporting
purposes under IFRSs, the assets are required to be valued at bid prices and liabilities at ask prices.

The Offering Memorandum stipulates the amortisation of formation expenses over a period of 5 years. In

accordance with International Financial Reporting Standards, formation expenses are writien off to profit or loss
in the period when they are incurred.

Load fees

FMG Fund Managers Ltd (‘the Manager’) may charge load fees of up to 5% of the amount of share capital
subscribed. When charged, these load fees will reduce the amount available to shareholders for the purchase of
redeemable preference shares in the Fund. For the year ended March 31, 2012, load fees were $2,305 (2011 -
$5,083) and are included in miscellaneous expenses, of which $nil (2011 - $4,123; 2010 - $27,276) were
included within accounts payable and accrued expenses.

One of the directors of the Fund is also a director of the Manager.

Custodian fees

Effective August 14, 2009, Credit Suisse AG (the “Custodian”) was appointed as custodian to the Fund, Fees
for custody services are charged at 0.07% per annum of the value of the net assets of the Fund under custody
subject to an annual minimum of CHF 5,500. In addition, the custodian is entitied to receive reimbursement for
all reasonable disbursements and out-of-pocket expenses incurred by the Custodian,

Effective August 26, 2009 the Fund granted the Custodian a right of lien against all currency accounts and
investments in other investment companies held by the Custodian on the Fund’s behalf. The purpose of the
right of lien is to secure any and all claims of the Custodian against the Fund arising from any current or future

agreements or contracts as well as claims on other legal grounds resulting from business operations with the
Fund.

Effective December 22, 2010 fees for custody services are charged at 6.075% per annum of the value of the net

assets of the Fund under custody up to $500 million and 0.065% per annum of the value of the net assets of the
Fund under custody in excess of $500 million.

Taxation

Under current Bermuda laws, the Fund is not required to pay any taxes in Bermuda on either income or capital

gains. The Fund has received an undertaking from the Minister of Finance in Bermuda exempting it from any
such taxes at least until the year 2016.

It is management’s belief that the Fund is not engaged in a United States trade or business and will not be
subject to United States income or withholding taxes in respect of the profits and losses of the Fund, other than
the: 30% withholding tax on 11,8, source dividends.

As a result, management has made no provision for income taxes in these financial statements.
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Share capital

The authorized share capital of the Fund is $11,000, which is divided into 160 common shares of $1.00 par
value of each and 10,900,000 redeemable preference shares (the “Shares™), issued in US Dollars and Euro with
a par value of $0.001 each. Redeemable preference shares are issued as Class A and Class A09 shares
{collectively, the “Class A Shares™) and Class B and Class B09 shares (collectively, the “Class B Shares”).
Effective February 2, 2009 Class A0S and Class B09 shares are offered for sale. Effective March 2, 2009, the

existing Class A and Class B shares were closed for new subscriptions, except in situations where approved by
the Board of Directors and the Manager,

The holder of the common shares is not entitled to receive dividends, may not redeem their holding and is only
entitled to be repaid the par value of the common shares upon a winding-up or distribution of capital. The
common shares are entitled to one vote per share at a general meeting. All the common shares are owned by

the Manager. The redeemable preference shares carry no preferential or pre-emptive rights upon the issue of
new shares and have no voting rights at general meetings of the Fund.

Shares may be purchased and redeemed on a Dealing Day, which is generally the first business day of each
calendar month. Shares may be purchased at the net asset value per share calculated at the immediately
preceding Valuation Day, generally the last business day of the preceding month. Cluss A and Class B

shareholders must provide redemption notice by at least the 20™ day of the month prior {o the Dealing Day,
subject to certain restrictions as described in the Prospectus.

If on any Valuation Day, any shareholder wishes to redeem Shares totaling more than 5% of the issued capital
of the Fund or several sharcholders wish to redeem Shares totaling more than 15% of the issued capital of the
Fund, the directors may defer redemption of such Shares, and the calculation of the redemption price, to a
subsequent Dealing Day being not later than the fifth Dealing Day following receipt of the application for

redemption. In such cases, suspended subscription and redemption requests shall be carried out on the basis of
the next Net Asset Value.

2012
USD Class USP Class EUR Class EUR Class
A A9 A AD9
Number of shares at beginning of the year 6,568 1,069 2,373 389
Subscription during the year - 201 - -
Redemption during the year (3,217 (278) (364) (185)
Number of shares at end of the year 3,351 962 2,009 204
USD Class USD Class EUR Class EUR Class
B BOY B BOY
Number of shares at beginning of the year 57,388 8,336 55,600 16,825
Subscription during the year - - - -
Redemption during the year {50,989 (3,336) (10,570) (3,729)
Number of shares at end of the year 6,399 5,000 45,030 13,096
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Share eapital (continued)

2011
USD Class USD Class EUR Class EUR Class
A A0Y A A9
Number of shares at beginning of the year 12,250 589 4,181 1,774
Subscription during the year - 765 - 20
Redemption during the year (5,682) {285) (1,808) (1,405)
Number of shares at end of the year 6,568 1,069 2,373 339
USD Class USD Class EUR Class EUR Class
B BOS B B99
Number of shares at beginning of the year 4,082,003 176,045 587,120 165,003
Subscription during the year - 2,291 - -
Redemption during the year (4,024,615) {176,600) {531,520) (148,178)
Number of shares at end of the year 57,388 8,336 55,600 16,825
2019
USD Class USD Class EUR Class EUR Class
A ADY A ABY
Number of shares at beginning of the year 16,791 - 6,703 27
Subscription during the year - 685 570 1,774
Redemption during the year (4,541) (96) (3,092) 27N
Number of shares at end of the year 12,250 589 4,181 1,774

USD Class USD Class EUR Ciass EUR Class

B BO9 B BO9
Number of shares at beginning of the year 5,173,545 - 598,812 -
Subscription during the year - 176,045 - 173,032
Redemption during the year {1,091,542) - (11,692) (8,029)
Number of shares at end of the year 4,082,003 176,045 587,120 165,003

Related party transactions

{a} Managemen fees

The Fund pays the Manager a management fee at a rate of 2.0% per annum of the net assets aftributable to the
Class A Shares of the Fund and 1.5% per annum of the net assets attributable to the Class B Shares of the
Fund, calculated on a monthly basis and payable quarterly. For the year ended March 31, 2012, the

management fee was $53,877 (2011 - $54,273), of which $9,473 (2011 - $31,942; 2010 - $111,466) was
payable at March 31, 2012,
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Related party transactions (continued)

(B) Incentive fees

The Class A Shares pay a quarterly incentive fee equal to 20% of the Net Profits of the Fund, if any, during
each calendar quarter (each a “Performance Period™), accrued with respect to each Class A Share of the Fund.
The Net Profits are computed in a manner consistent with the principles applicable to the computation of the
net assets of the Fund. If a Class A share has a loss chargeable to it during any Performance Period, and during
a subsequent Performance Period there is a profit allocable to such Class A Share, there will be no incentive fee
payable until the amount of the net loss previously allocated to such redeemable preference share has been
recouped. Incentive fees are only paid when the net asset value of the redesmable preference share increase
above a previously established *high water mark™ net asset value for those Class A Shares.

In the event of either a redemption being made at a date other than the end of a Performance Period or the
Management Agreement is terminated at any time prior to the last day of a Performance Period, the incentive
fee will be computed as though the termination date or Redemption Date, as applicable, was the last day of

such Performance Period. Once earned, the incentive fee will be retained by the Manager regardless of the
Fund’s future results.

The Class B Shares also pay to the Manager an incentive fee of 10% of the net profits attributable to the Class
B Shares, calculated monthly and payable quarterly. Net profits are defined as the amount by which cumulative
profits attributable to the Class B Shares before the incentive fee but after deduction of all transaction costs,
management fees and expenses and the amount that would have been earned in that fiscal period had the assets
of the Fund been invested at the USD 12-month LIBOR rate at the beginning of the fiscal period. Net profits
include both realized and unrealized gains less losses on investments. If net profit for a month is negative, it
will be carried forward (“carry forward losses”™). No incentive fee will be payable until net profits in subsequent
month(s) exceed carry forward losses together with any cumulative actual losses incurred previous fiscal years,
adjusted for redemptions. However, the net profit amount, upon which performance fees are calculated, is not
offset by actual losses incurred in previous fiscal years at the time the performance fees become payable. Once
earned, the incentive fee will be retained by the Manager regardless of the Fund’s future results.

For the year ended March 31, 2012, the incentive fee was $nil (2011 - $424,482), of which $nil (2011 -
$381,551; 2010 - $25,137) was payable at March 31, 2012,

The Fund is charged management and incentive fees by the Manager as described above on its net assets and
its performance. However, some of the other investment companies and limited partnership in which the Fund
invests are also managed by the Manager or entities related to Manager. To ensure that the Fund is not double
charged for such management and incentive fees, the Manager or its entities related to the Manager rebate o
the Fund its proportionate share of such fees. Management and incentive fees rebate to the Fund during the

year amounted to $6,770 (2011 — $40,178) of which $116 (2011 — $7,164; 2010 ~ $11,844) is receivable at
March 31, 2012.

(c) Administration fees

Apex Funds Services Ltd, Bermuda, acts as the administrator, registrar and transfer agent for the Fund. For
administration services provided, the Fund pays fees at the higher of $3,000 per month for net assets up to $10

million and $4,000 per month for net assets exceeding $10 million, or 15 basis points of the Fund’s average net
assets.

Effective April 1, 2010, the minimum fee was reduced to $2,500 per month for net assets up to $10 million and
$3,500 per month for net assets exceeding $10 million or 15 basis points of the net assets per annum. For the
year ended March 31, 2012, administration fees were $31,470 (2011 - $29,289), of which §7,740 (2011 -
37,896, 2010 - $15,870) was payable at March 31, 2012,

One of the directors of the Fund is also the managing director of the administrator,
(dj  Key management personnel

The directors of the Company are paid an annual fee of $2,500 each for acting as directors of the Company.
The total directors’ fee charged for the year under review is $7,500 (2011: $7,500).
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Fair values of financial assets and financial liabilities

At March 31, 2612, 2011 and 2010, the fair value of listed investments is based on quoted prices in an active
market at the end of the reporting period. The fair values of derivative contracts are valued by reference to the
price at which a new contract of the same size and maturity could be undertaken at valuation date. The fair
value of collective investment schemes was primarily based on valuations issued by the administrators of the
underlying private investment funds which ultimately are verified via independently audited net asset values as

at the end of the reporting period. The fair values of other financial assets and financial labilities are not
materially different from their carrying amounts,

The Company classifies fair value measurements using a fair value hierarchy that reflects the significance of
the inputs used in making the measurements. The fair value hierarchy has the following levels:

*  Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1}
» Those involving inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (as prices) or indirectly (derived from prices) (Level 2); and

¢ Those with inputs for the asset or liability that are not based on observable market data (unobservable
inputs) (Levet 3).

The level in the fair value hierarchy within which the fair value measurement is categorised in its entirety is
determined on the basis of the lowest level input that is significant to the fair value measurement in its entirety.
For this purpose, the significance of an input is assessed against the fair value measurement in its entirety. If a
fair value measurement uses observable inputs that require significant adjustment based on unobservable
inputs, that measurement is a level 3 measurement. Assessing the significance of a particular input to the fair
value measurement in its entirety requires judgment, considering factors specific to the asset or Hability.

The determination of what constitutes ‘observable’ requires significant judgment by the Company. The
Company considers observable data to be that market data that is readily available, regularly distributed or

updated, reliable and verifiable, not proprietary, and provided by independent sources that are actively involved
in the relevant market.

The following is a summary of the inputs used as of March 31, 2012, 2011 and 2010 in valuing the Fund’s
investments and derivatives carried at fair value:

2012 Level 1 Level 2 level3 Total
Investments in other $

investment companies - % 68,414 8§ - 5 68,414
Total investments 3 - & 68414 3 - 3 68,414
Derivative assets - $ 11,380 - 8 11,380
2011
Investments in other $

investment companies - 3 567880 § 103,136 § 671,016
Total investments 5 - ¥ 567,880 % 103,136 % 671,016
Derivative assets - i 33,236 - 5 33,236
2010
Investments in long equitics $ 9,833,969 - - % 9,833,969
Investments in other

investment companics - % 15,101,227 § 2,397,580 § $17,498,816
Total investments 3 9833969 § 15,101,227 3§  $2,397,589 $ $27,332,785
Derivative liabilities - 5 59,657 - 3 $59,657
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Fair values of financial assets and financial labilities {continued)

During the year ended March 31, 2012, the reconciliation of the change in investments measured at fair
value using unobservable inputs (Level 3) is presented as follows:

2012 2011 201¢
Beginning balance h 103,136 & 2,397,589 § 3,020,364
Purchases - 93,427 213,982
Sales - (6,076,802) -
Net realised loss on sales - {4,079,714) -
Change in unrealized depreciation 103,136 7,768,636 {836.75
Ending balance hY - & 103,136 $ 2,397,589

For investments in other investment companies, the Manager has estimated fair values by using the reported
net asset value per share as provided by the administrators of the investment companies, if available, or bid
prices and recent comparable sales activity to arrive at fair value. The Fund has not identified any other

reasonable possible alternatives for valuing its Level 3 financial instruments,

Investment in Diamond Age Russia Fund Limited,

The Fund holds an investment in Diamond Age Russia Fund Limited - Illiquid share class, which at
31 March 2012 was carried at $nil (2011 - $103,136; 2010 - $152,826).

There was a significant amount of uncertainty as to the fair value of this investment as at the above
mentioned dates due to the Fund’s inability to redeem its holding and due to the illignid nature of the
investment. There could be a significant difference between the realizable value of the investment upon the
eventuai sale and the fair value amounts estimated by the Fund’s Manager at March 31, 2011 and 2010.

Investment in Hudson River Russia Fund Limited

The Fund held an investment in Hudson River Fund Ltd. (*Hudson River™) which had an estimated fair
value of $nil (2011 - $nil; 2010 - $1,648,398) at March 31, 2012. This underlying investment was
redeemed in full on 31 December 2010 for $4,334,307 of which $1,784,307 is receivable as at 31 March
2012. Of this amount $100,000 has been collected subsequent to year end as discussed in note 15,

While the investment manager of Hudson River continued to provide a monthly net asset value, since
October 2008 the investment manager has not permitted investors to redeem out of the fund at those
reported net asset values. The Manager of the Fund has estimated the fair value of the Fund’s investment in
Hudson River at March 31, 2010 by applying a discount to the reported net asset value to reflect the lack of
liquidity of the Fund’s investment, and to reflect the type and location of the underlying investments held.

Investments in Ceniral Asia Opportunity Fund

During the year ending 31 March 2010, the Fund held an investment in Central Asia Opportunity Fund

(“Central Asia™) which had an estimated fair value of $596,365 as at that date. This underlying investment
was subsequently sold in fulf during April 2010,

The investment manager of Central Asia suspended the calculation of net asset values in October 2008 and
no official net asset value has been published since that date. The Manager of the Fund had estimated the
fair value of the Fund’s investment in Central Asia since October 2008 based upon information about
Central Asia’s investment portfolio provided by its investment manager, the lack of jiquidity of those
investments, and the overall movements in the investment markets where Central Asia’s investments are
located in the period October 2008 to March 31, 2010.
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14.

Finaneial risks management

The nature and extent of the financial instruments outstanding at the reporting date and the risk management
policies employed by the Fund are discussed below.

14.1 Market risk

Market risk embodies the potential for both loss and gains and includes currency risk, interest rate risk and
price risk.

The Fund’s investment strategy to manage the market risk is outlined in the Fund’s offering supplement under
the heading ‘Investment Strategy’. The Fund’s market risk is managed on a daily basis by the Manager using
different investment techniques as outlined in the supplements of the Fund. The Fund’s overall market
positions are monitored on a monthly basis by the board of directors.

The Company’s exposure to the different types of investments is summarised in note 4 to the financial
statements.

M L1 Currency risk

The Fund may invest in securities and other investment companies and enter into fransactions denominated in
currencies other than the US Dollar. Consequently, the Fund is exposed to risks that the exchange rate of the
US Dollar relative to other foreign currencies may change in a manner that has an adversc effect on the value
of that portion of the Fund’s assets. or liabilities denominated in currencies other than the US Dollar.

The following table sets out the Fund’s total exposure to foreign currency risk split between monetary assets
and liabilities, net assets attributable to non-UUSD denominated share classes, forward foreign exchange
contracts (stated at the notional values) and the resulting net exposure to foreign currencies:

Net assets
attributable to
non-USD
Monetary Monetary denominated Forward FX
Assets Liabilities Share Classes Contracts  Net Exposure
March 31, 2012
EUR 3 - 3 - $..01,357.433) § 1,367,667 3 10,234
March 31, 2011
EUR 3 = % = $_(2268942) § 2.223523 % (45419
March 31, 2010
EUR 3 2 046 3 - 5_.(6,362.017) § 6029286 $_ 1685315

The amounts in the above table are based on the carrying values of monetary assets and liabilities, net assets

attributable to non-USD denominated share classes and the underlying notional amounts of forward foreign
exchange contracts.
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Financial risks management {continued)
14.1 Market risk (continued)

14. 1.1 Carrency risk (continued)

Forward foreign exchange contracts are entered into by the Fund to hedge exposure to monetary assets and

liabilities denominated in currencies other than USD and to hedge the exposure of certain share classes
denominated in currencies other than USD,

The gains and losses on forward foreign exchange contracts entered into for the purpose of hedging the
exposure 10 monetary assets and liabilities are recorded in gains and losses on forward foreign exchange
contracts in the statement of operations. The gains and losses on contracts entered into for the purpose of
hedging the exposure of share classes denominated in currencies other than USD are also recorded in gains and
losses on forward foreign exchange contracts in the statement of operations, but are allocated specifically to the
non-USD denominated share classes to which the hedging activities, and resultant gains and losses, relate.

At March 31, 2012, had the US Dollar strengthened by 5% in relation to the Euro, there would also be an
approximate net impact of $(512) (2011~ $2,271; 2010 - ($84,266) on the statement of operations and on the
net assets attributable to the hedged non-USD denominated share classes. A 5% weakening of the US Dollar
against the Euro would have resulted in an approximate equal but opposite effect.

Actual results may differ from this sensitivity analysis and the difference could be material to the financial
statements,

At March 31, 2012, the Fund had the following open forward foreign exchange contracts disclosed at their
notional values:

Currency to be bought Currency to be sold Contract due date Fair value
EUR 1,033,527 USD 1,367,667 April 5, 2012 5 11,380
Net unrealized gain on open forward foreign exchange contract $ 11,380

At March 31, 2011, the Fund had the following open forward foreign exchange contracts disclosed at their
notional values:

Currency to be bought Currency to be sold Contract due date Fair value
EUR 1,594,038 USD 2,223,523 April 4, 2011 3 3323
Net unreatized gain on open forward foreign exchange contract ¥ 33236

ety

At March 31, 2010, the Fund bad the following open forward foreign exchange contract disclosed at their
notional values:

Currency to be bought Currency to be sold Contract due date Fair value
EUR 4,419,001} UsDh 6,029,236 April 7, 2010 §  (59,657)
Net unrealized loss on open forward foreign exchange contract 3 (59,657)

e
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Financial risks management (continued)

14, 1.2 Inmterest rate risk

Interest rate risk arises when an entity invests in or issues interest-bearing financial instruments, The Fund does
not hold significant investments which are sensitive to interest rates but is indirectly exposed to the interest rate
risk of the investments held by the other investment companies in which the Fund jnvests, However, the Fund’s

risk is limited to the net asset value of its investments in those other investment companies, and this risk is
therefore captured in the price risk below.

14.1.3  Price risk

The Company’s equity, debt instruments and trading derivative financial instruments are susceptible to price
risk arising from uncertainties about future prices of the instruments.

Price risk is mitigated by the Company’s investment manager by constructing a diversified porifolio of
instruments traded on various markets. The Company may employ various techniques and enter into hedging
transactions to attempt to mitigate a portion of the risks inherent to its investment strategies. The Company did

not use derivative financial instruments for speculative purposes and had not designated any of its derivative
financial instruments in a hedging relationship for accounting purposes.

As all of the Company’s financial instruments are carried at fair value with fair value changes recognised in the
statement of comprehensive income, all changes in market price will directly affect net investment income.

As discussed in note 4, the Company’s investment strategy is to invest primarily in FMG (EU) Russia Fund, a
sub-fund of the FMG Funds SICAYV ple, being a professional investor fund registered under the laws of Malta.
The following is an analysis of the Company’s industry diversification as at the reporting date:

2012 2011 2010

Other investment company and equities 100% 100% 100%

Price risk sensitivity analysis

Price risk is mitigated by the manager by investing in the above mentioned sub-fund which in turn holds a
diversified portfolio of investments. At March 31, 2012, if the price of the investments increased by 5%, this
would have increased the net assets attributable to holders of redeemable preference shares by $3,421 (2011 -
$33,551; 2010 - $1,366,639); an equal change in the opposite direction would have decreased the net assets

attributable to holders of redeemable preference shares by an equal but opposite amount. Actual results will
differ from this sensitivity analysis and the difference could be material.

14.2 Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Company. The Company has policies that limit the amount of
credit exposure to any single issuer. Accordingly, the investment manager monitors the Company’s credit
position on a regular basis. Financial assets, which potentially subject the Company to credit risk, consist

principally of trade and other receivables, cash and cash equivalents and derivative assets classified at fair
value through profit or loss.

Bank balances and receivables are all short term, and are not considered to represent a significant credit risk.

Bank balances are held with Credit Suisse AG whose rating is A according to Fitch Ratings (2011: Aa2
ascording to Moody’s).

Trade receivables represent partial redemptions in Hudson River Russia Fund Ltd, an underlying investment,
sold in the previous years. Due to liquidity restrictions of such underlying investment, the redemption monies
were still showing as receivable on the date of the financial statements. The directors are of the opinion that
these funds are recoverable in full. Upon signing these financial statements the balance was still outstanding.
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Financial risks management (continued)

14.2  Credit risk (continued)

Transactions involving derivative financial instruments are effected with Credit Suisse AG, with whom the
Fund signed master netting agreements. Master netting agreements provide for the net settlement of contracts
with the same counterparty in the event of default and therefore reducing the credit risk to both parties.

On 1 April 2010 the Fund changed the structure from Master to Feeder and as at March 31, 2012, there were no
redemption restrictions on any of the investment companies held by the Fund,

Guarantees provided to third parties

Credit Suisse hold a general pledge on the financial assets of the Company for the amounts that may be due o
Credit Suisse on the maturity of the forward contracis.

14.3  Liguidity risk

Liquidity risk is the risk that the Fund will not be able to meet its financial obligations as they fall due. The
Fund’s investments in other investment companies are not traded in an organized public market. As a result,
the Fund may not be able to quickly liguidate its investments in other investment companies at their stated fair

value in order to meet its liquidity requirements, including redemption requests from its shareholders. The
Fund’s exposure to liquidity risk is managed by the Manager.

The Fund is exposed to cash redemptions of redeemable shares monthly. Class A and Class B shareholders
must provide redemption notice by at least the 20th day of the month prior to the Dealing Day, subject to
certain restrictions as described in the Prospectus. Redeemable shares are redeemed on demand at the holder’s
option. Notwithstanding, the Company has the option to limit the number of investor shares redeemed on any
redemption day to 10 % of the total NAV of the Fund on that redemption day.

The following table shows the contractual, undisclosed cash flows of the Company’s financial liabilities as at
31 March 2012, 31 March 2011 and 31 March 2010.

March 2012

Less than ] month 1-3 months 3months to 1 year
Financigl Liabilities
Accounts payable and accrued expenses - 48,410 -
Net assets attributable to redeemable preference
shares - 2,199,476 -
March 201]

Less than 1 month 13 months 3months to | year
Financial Liabilities
Accounts payable and accrued expenses - 453,681 -
Net assets attributable to redeemable preference
shares - 4,605,349 “
March 2010

Less than 1 month 1-3 months 3months fo 1 vear
Financial Liabilities
Financial iiabilities at fair value through profit or
loss 59,657 - -
Subscription received in advance 10,000 - -
Accounts payable and acerued expenses - 366,243 -
Net assefs attributable to redeemable preference
shares - 30,249,237 -
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15.

16.

Financial risks management (continued)

Capital management

The Company’s capital is represented by redeemable shares with no par value and with no voting ri ghis. They

are entitled for payment of a proportionate share based on the Company’s net asset value per share on the
redemption date.

The Company has the option to limit the number of Investor Shares repurchased on any redemption day to 10
% of the total net asset value of the Company on that redemption day. The relevant movements are shown in
the statement of changes in net assets attributable to holders of redeemable shares.

As at the end of the reporting period, the level of redemption requests made by the redeemable preference
shareholders were not significant and resulted as part of the normal course of business of the Fund.

Subsequent events

With effect from 1 May 2012, the directors of the Fund resolved to suspend the determination of the Net Asset
Value as well as the issuance and redemption of shares due to the illiquidity within the Fund caused by the
non-receipt of full proceeds due from the redemption of the shareholding in Hudson River Fund. Despite an
exclusive contract with Hudson River, which granted the Fund monthly redemption windows with thirty days’
notice, and no gates or restrictions, when the Fund chose to redeem fully its holdings as at 31 December 2010,
the full amount as at the reporting date has not been received. Subsequent to year end, the Fund has received
$100,000 in relation to the redemption requests lodged for Hudson River Fund in prior years, therefore leaving
a receivable balance of $1,684,307 as at the date of signing these financial statements. The Directors together

with the Manager of the Company have assessed that the amount is recoverable although delays in settlement
are expected to continue,

Disclosures for the first-time adoption of IFRS

These financial statements represent the first annual financial statements of the Company prepared in
accordance with IFRS, as issued by the IASB. The Company adopted IFRS in accordance with IFRS 1, First-
time adoption of International Financial Reporting Standards. The first date at which IFRS was applied was
April 1, 2010 ("Transition date"). In accordance with IFRS, the Company has:

- provided comparative financial information;

- applied the same accounting policies throughout all periods presented:

- retrospectively applied all effective IFRS standards as of March 31, 2012, as required, and

- applied an optional exemption (no mandatory exception) as applicable for the first time IFRS adopters.

Initial election upon adoption

Set forth below are the JFRS applicable exemption applied in the conversion from Bermudian and Canadian
GAAP to IFRS. Designation of previously recognized financial instruments - IFRS 1 provides the option to an
entity, to designate, as at transition date, any financial asset or financial liability that meets the criteria for such
classification at that date. In accordance with its risk management strategy, the Company made such designation
at the date of transition regarding some securities In accordance with its investment strategy.

26



FMG RUSSIA FUND LTD.

Notes to Financial Statements

March 31, 2012

16.

Disclesures for the first-time adoption of IFRS (continued)

Initial election upon adoption (continued)

Accordingly, the Company has prepared financial statements which comply with IFRS, as issued by the IAS B,
applicable for periods beginning on or after April 1, 2010 as described in the accounting policies. In preparing
these financial statements, the Company's opening statement of financial position was prepared as at March 31,
2010, the Company's date of transition to IFRS. This note explains the principal adjustments made by the
Company in restating its Canadian equity as at March 31, 2011 and its previously published Bermudian and

Canadian GAAP sharcholders' equity and net income and comprehensive income for the year ended March 31,
2010,

Under the Bermudian and Canadian GAAP the Company was able to recognise the redemption liability prior to
the dealing day, however this is not in line with the newly adopted IFRS accounting policies. Consequently the

prior year statement of financial position and the number of redeemable preference shares outstanding have
been restated to reflect the IFRS requirements.

Reconciliation of shareholders' equity, March 31, 2011
All amounts in US$

Total AUSD A0S USD BUSD B0O9USD

Sharehclders' equity under Bermudian

and Canadian GAAP 4,435,165 819,408 347,700 851,580 282,597
Adjustment to sharcholders' equity 170,184 35,120 - - -
Shareholders' equity under IFRS 4,605,349 854,528 347,700 $51,580 282,597

Reconciliation of shareholders’ equity (continned)
All amounts in US$

A EUR A0S EUR BEUR B09EUR

Shareholders' equity under Bermudian
and Canadian GAAP 343,205 155,526 751,380 883,769
Adjustment to shareholders' equity 30,574 50,430 - 54,060
Shareholders' equity under IFRS 373,779 205,956 751,380 937,829
Reconciliation of shareholders' equity, March 31, 2010
All amounts in US$

Total AUSD AD9 USD BUSD B09USD
Shareholders’ equity under Bermudian
and Canadian GAAP 2,595,484 603,915 74,738 322,109 72,664
Adjustment to shareholders’ equity 27,653,753 - - 20,741,026 2,043,787
Shareholders' equity under IFRS 30,249,237 603.915 74,738 21,063,135 2,116,451
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Disclosures for the first-time adoption of IFRS (continued)

Reconciliation of shareholders' equity (continued)
All amounts in US3

A EUR AQ9 EUR BEUR BO9EUR
Shareholders' equity under Bermudian
and Canadian GAAP 213,775 369,219 248,719 690,345
Adjustment to sharcholders’ equity 4,758 - 2,318,851 2,545,331
Shareholders’ equity under IFRS 218,533 369,219 2,567,570 3,235,676
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FMG Russia Fund Ltd.

We have audited the accompanying non-statutory financial statements of FMG Russia Fund Ltd. set out
on pages 5 to 28, which comprise the statement of financial position as at 31 March 2012, and the
statement of comprehensive income, statement of changes in equity and statement of cash flows for the
year then ended, and a summary of significant accounting policies and other explanatory information.

Directors’ responsibility for the non-statutory financial statements

As explained more fully in the statement of directors’ responsibilities on page 4, the directors of the
company are responsible for the preparation of the non-statutory financial statements that give a true and
fair view in accordance with International Financial Reporting Standards, and for such internal control as
the directors determine is necessary to enable the preparation of these non-statutory financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

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

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

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

Deicitte refers to one or more of Deloiite Touche Tohmatsu Limited, a U private company lmited by
quaran is o logatly separats and independent entity.
Plagse s tion of the legal structure of Deloitte Touche 29
Tohmatsu Lt

deloitte.comiabout for a detailed
teed and ity moember firms,

Delgitte fdat s 10 qt civil partr e fimited habiity companies, and its affifiated
eloille Services L it Limited, The talter s authonsed {0 provide
la in terms of the Accountancy Pro i AC A st of oTRarate pariners, as

the priuq als au!hﬂﬁwu to sign reports on behalf of the firm, is available at wwedeloitte.comimt/about.

e

i as




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

FMG Russia Fund Ltd.

Basis for qualified opinion

As discussed in notes 2.4 and 5 to these financial statements, the Company has a receivable amounting to
$1,784,307 (representing 81% of the net assets of the Company) from Hudson River Russia Fund in
respect of the unsettled trades on investments sold. The Directors together with the Manager of the
Company have assessed that the amount is recoverable although delays in settlement are expected to
continue. Save the receipt of one repayment as disclosed in note 15 to these financial statements
amounting to $100,000, from our review of the recoverability after the end of the reporting period and up
to the date of this report, we have been unable to obtain sufficient appropriate audit evidence to verify the
Directors’ and Manager’s positive assessment of the remaining receivable of $1,684,307 in view of the

significant uncertainties arising from the financial difficulties currently faced by the Hudson River Russia
Fund.

Qualified opinion

In our opinion, except for the possible effects of the matter described in the Basis for qualified opinion
paragraph, the non-statutory financial statements give a true and fair view of the financial position of
FMG Russia Fund Ltd. as at 31 March 2012 and of its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards,

Emphasis of matter

As discussed in note 4 to these non-statutory financial statements, the Company held an investment in
FMG (EU) Russia Fund, a sub-fund of FMG Funds SICAV plc, a collective investment scheme registered
in Malta amounting to $68,414. FMG (EU) Russia Fund in turn held 96% of its net asset value in certain
underlying collective investment schermes whose financial year end is not co-terminous with that of FMG
(EU) Russia Fund. As a result, the valuation of these underlying investments could not be corroborated
against independently audited net asset values as at 31 March 2012 and have been based on net asset
values as calculated by the administrators of these underlying collective investment schemes. Because of
the Company’s indirect exposure to these underlying investments and the inherent uncertainty in their
valuations, reported figures might differ from the values that would have been obtained had
independently audited net asset values as at 31 March 2012 been available.

Our opinion is not qualified in this respect.

Other matter

The non-statutory financial statements of FMG Russia Fund Ltd. for the year ended 31 March 2012 were
audited by a precedessor auditor who expressed a qualified opinion on those statements on 20 July 2012.

s

Sarah Curmi as Director

in the name and on behalf of
DELOITTE AUDIT LIMITED
Registered auditor

22 October 2012
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