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Highlights

We have maintained our focus on
developing the projects in our portfolio,
which at the current stage do not require
debt financing and, despite a turbulent
market environment, have been able to
demonstrate strong progress on all of them.

Aloysius Wilhelmus Johannes van der Heijden
Non-Executive Chairman

USD 308m USD 57.7m

Raised at IPO and SPP Uncommitted cash as at end of 2009
Launched onto AIM in June 2007, DUPD Enables us to enhance Company’s growth
remains the largest Ukrainian real estate IPO. through the acquisition of income producing
Our investor base includes several of the commercial properties.

world’s leading investment banks and
prominent institutional investors.

USD 231.3m USD 86.2m

Committed funds as at end of 2009 Cash balance as at end of 2009
Since our IPO we have committed Our strong cash balance and absence of
USD 231.3 million across 10 investments. leverage provides a strong base for further

development of our portfolio projects.

GBP 10.4m

Spent for the share buy back

Since August 2008 the Company has
followed a policy of buying back its shares

at a substantial discount to NAV in order to
enhance NAV per share and the overall return
to its shareholders. 17.3% of shares have been
bought and subsequently cancelled through
the share buy-back programme.

DUPD stock price Jan 2009—current (GBP pence) vs Bloomberg Europe Real Estate Index (100-Dec 31, 1998)
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About Ukraine

The Ukrainian economy entered 2010 in better
shape than a year ago. The pace of decline in real
GDP slowed to 7.0% y-0-y in 4Q09, from 15.9%
y-0-y in 3Q09 and 17.8% in 2Q09, suggesting the
economy is past its lowest point. Real sector data
for February 2010 show export-oriented industries
(steel, machinery) and sectors related to them
(iron ores, electricity, cargo transportation) remain
on an upward trend.

We view the state of the global economy to be a
key factor in shaping Ukrainian growth in 2010-11.
This means Ukraine will not be able to escape a
square-root or double-dip trajectory if the rest

of the world economy follows such a path. But it
also suggests that the Ukrainian economy will be
growing dramatically should most of its largest
trade partners, such as Russia and Asian
countries, remain on an upward track.

At the same time, domestic economic policies
will become increasingly important to support
exports-led recovery. The country’s moderate
public debt burden gives the new government
enough leeway to tackle the economic downturn
by increasing leverage without raising debt
sustainability concerns. Although budget deficit
financing needs, bank recapitalisation costs and
IMF loans caused Ukraine’s public debt to swell
to 33% of GDP last year from pre-crisis 12% of
GDP, Ukraine’s debt-to-GDP ratio still remains
relatively low versus GEM peer levels.

Managing the fiscal situation and dealing with
budget deficits will become the major challenges
for the newly appointed government. Unlocking
IMF financing is a prerequisite for the government
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—After a rough 2008 and 1HO9

- the Ukrainian real estate market
“has:stabilised, evidenced by
stable pricesand rentals

acr ss all property segments.

to regain access to cheap and long-term external
borrowings (World Bank loans, EU assistance

as well as Eurobond market). Provided that
cooperation with the IMF is resumed, the
government can realistically attract new foreign
debt to the tune of 5.6% of GDP to cover most

of this year’s fiscal deficit, which we expect at
8.3% of GDP (vs 8.6% in 2009), leaving little
room for deficit monetisation.

With its international reserves at USD 24bn
(end-February), the NBU is capable of keeping
the Hryvnia stable in the coming months.
Extensive government external borrowings
accompanied by improving public confidence
to national currency and recovering FDI will
trigger strong appreciation pressures on
currency later this year. The NBU is likely

to allow the Hryvnia to strengthen moderately,
to UAH 7.5: USD, according to most analysts’
forecasts, which would help to moderate inflation
and stimulate de-dollarisation of household
savings, cash and bank deposits.

Real Estate Market

The domestic credit crunch took a heavy toll

on the Ukrainian real estate market. After several
years of robust growth, the market tumbled in
2H08 as bank lending effectively stopped and
consumer sentiment worsened sharply amid

an economy-wide slump. According to CBRE,
investments in the Ukrainian commercial real
estate dropped 96% y-0-y to USD 19m in 2009,
including only local transactions (ie zero cross-
border deals).

Ukraine Construction Output Growth Index (2007-09; y-0-y) (%)
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As the downturn began, local banks virtually
ceased mortgage lending. Faced with demand
contraction and liquidity squeeze, domestic
developers and construction companies were
forced to suspend most of their projects,
focussing on completion of final-stage
developments (70-80% built). As a result, total
construction output in Ukraine plunged by 48%
y-0-y in 2009 (vs -16% y-0-y in 2008), with all

its sub-sectors declining. Depressed by scarce
financing and limited credit availability, the
construction of buildings (including commercial
and residential properties), which accounted for
50% of total construction output, fell 54% y-0-y
in 2009, while infrastructure construction, with
23% of total output, decreased by 36% y-0-y.

As expected, the commissioning of new housing
in Ukraine fell by 39% y-0-y in 2009 to 6.4 million m?
(vs +3% in 2008).

The economic slowdown took its toll on all
segments of the commercial property market.
Suffering from surging vacancy rates, decreasing
rental rates and virtually no investment demand,
quality commercial properties saw their

value plunge. According to local real estate
consultancies, prime yields on commercial real
estate reached 15-16% in 2009 (up from 10%
on average in 2H07-1HO08). This estimate is
rather hypothetical, though, due to virtually

zero market activity over the period.

A similar situation was observed on the
residential property market as the mortgage
freeze discouraged buyers and sharply cut the
number of deals. Local residential real estate
prices (secondary market) plunged by almost
60% in dollar terms over 4Q08-1H09, after
posting a 38% CAGR over 2005-1H08. However
the market stabilised and showed the first signs
of recovery in 2H 2009, correcting slightly higher
(+12%) towards the year end.



About DUPD

USD 208m

Raised at IPO

USD 100m

Raised in secondary private placing

USD 294m

NAV as at 31 December 2009

Looking beyond the current downturn, the
domestic real estate market remains hugely
undersupplied with quality properties, lagging

far behind Western Europe and CEE countries.
We therefore expect domestic demand for quality
commercial properties to recover faster over
2011-12, as the economy picks up. Yields should
decline gradually over 2011-12, to an estimated
11-12% by 2012, with renewed inflows of foreign
and domestic investments in the sector, while the
resumption of mortgage lending should provide
for a swift recovery in the residential and land
markets, putting strong upward pressure on
prices already in 4Q10-2011.

Management of DUPD

DUPD utilises the property investment and
development expertise of Dragon Capital Partners
Limited (‘DCP’ or ‘Manager’) and, where a
joint venture arrangement is appropriate, local
Ukrainian partners. DCP has been appointed
to provide advisory, investment management
and monitoring services to DUPD in respect
of property development and acquisition
opportunities in Ukraine. DCP is a 100%
subsidiary of Dragon Asset Management,

the asset management arm of Dragon Capital,
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In the current market
environment we are more
focussed on opportunities
to acquire completed assets
or those in the final stage

of construction.

Ukraine’s leading investment bank, offering a
full range of services to institutional, corporate
and private clients.

Established in 2000, Dragon Capital is an
independent partnership controlled by
management, with a minority stake held by
Goldman Sachs. Financial magazine Euromoney
has recognised Dragon Capital as the best
Equity House in Ukraine in 2002 and 2004-
2008. All investment opportunities identified

by the Manager are considered by the Board of
Directors, comprising of independent directors
and representatives of the largest shareholders
of DUPD with extensive experience in property
investment, development and management

as well as general investment, company law
and administration.

Our Investment Strategy

While our initial focus remains on the development

of new, and the re-development of existing,
properties in the retail, office and residential
sectors, in the current market environment we
are more focussed on opportunities to acquire
completed assets or those at a final stage

of construction.

Our primary target is the acquisition of income
generating properties in the office and retail
segments, while we also selectively assess
opportunities on acquisitions of semi-completed
projects in key locations and completed
residential properties. Our investment and
development activities focus on Kyiv and the Kyiv
region and on major regional cities throughout
Ukraine with significant populations. Investment
opportunities in commercial real estate in smaller,
yet important, cities in Ukraine may be exploited
by the Company under the right circumstances.
We assume a proactive approach to every
investment project in our portfolio. Our in-depth
local knowledge and hands-on management
allow us to identify off-market investment
opportunities, while securing progress on

our existing project portfolio.
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Chairman’s Statement

Our conservative approach

to valuation of our portfolio
coupled with successful
completion of the buy-back
programme resulted in a 6.3%
growth in NAV per share.

Aloysius Wilhelmus Johannes van der Heijden
Non-Executive Chairman

| am delighted to present the annual results of
Dragon — Ukrainian Properties & Development plc
for the year ended 31 December 2009.

While the financial crisis of 2008 and 2009 and

its negative effect on all industries, including real
estate, have been very well documented, DUPD’s
internal policy of refraining from leveraging our
development projects prior to exhausting the
equity capital assigned to each project, coupled
with conservative approach to valuation of our
portfolio and the share buy-back programme
pursued at the period of lowest share price levels
allowed us to achieve a 6.3% growth in NAV per
share as of December 31, 2009. During 2009 we
have successfully acquired 24.6 million shares or
17.3% of the Company’s share capital for a total
consideration of GBP 10.35 million. All of the
acquired shares were cancelled immediately post
acquisition. It is our strong belief that such effort
resulted in creating substantial long-term value
for our shareholders, as all of the aforementioned
acquisitions were made at a substantial discount
to the Company’s NAV and market price as of
year end. Having no leverage and a strong cash
balance of USD 86.2 million as of year end, allows
us to feel safe on the development prospects of
all projects in our portfolio as well as selectively
assess opportunities to acquire distressed assets.

On operations, 2009 has been an incredibly active
year for DUPD. Management has conducted

a detailed project-by-project assessment of all
existing investments and development pipeline
with an absolute focus on optimising the risk
profile and tight control of capital expenditures.
In 2009 we achieved significant progress on

all projects in our portfolio and realised the first
revenues from both residential and commercial
properties in our portfolio. Such disposals
reconfirmed our ability to divest both completed
properties and projects with construction permit
at valuations which correspond or even exceed
the valuations reflected in the balance sheet of
the Company. A remarkable progress in sales of
our residential properties in 4Q 2009 makes us
believe that the mass market housing segment
has begun its recovery. Consumer confidence
has risen in line with the general improvement

in economic sentiment and visible signs of
improvement in the residential housing market.

In 2009, many development projects across all
geographical markets and real estate sectors
were put on hold due to the uncertain economic
situation and due to the fact that financing for
development projects was not available in many
countries. Ukraine was not an exception — lending
effectively stopped, mortgages in foreign currency
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as well as project financing are not available,
while mortgages in local currency are heavily
overpriced. Depressed by scarce financing and
limited credit availability, the construction of
buildings (including commercial and residential
properties), which accounted for 50% of total
construction output, fell 54% y-o-y in 2009,

while infrastructure construction (roads, bridges,
local and trunk pipelines, telecommunications
and electricity networks), with 23% of total output,
decreased by 36% y-0-y. This means that, to
some extent, the supply has been restrained
which might result in favourably stronger demand
for space in DUPD’s standing assets and assets
under development, if the economic environment
continues to improve.

Outlook

The situation today is very different from what it
was a year ago, both from a market perspective
and DUPD’s standpoint. 2009 was very much
about ensuring we were able to optimise
performance of every project in our portfolio
and extract the full potential from our completed
assets, through improvements in efficiencies
while keeping the policy of delivering only
high-quality product to the market.

Having assessed the Company’s commitments
to its development pipeline in relation to its strong
cash position, we have began to examine ways

in which our resources could be used to gain
optimal benefit in the current market. While
development of our portfolio is still a key element
of DUPD’s future growth, we also aim to enhance
growth through acquisitions of income-generating
properties, our existing portfolio and which offer
a higher degree of security for income. | believe
DUPD is now very well-placed and | am confident
about the future.

Aloysius Wilhelmus Johannes
van der Heijden
Non-Executive Chairman
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Investment Manager’s
Report

With a strong cash position
and zero debt burden, DUPD
was well positioned to operate
through the market down cycle
with high confidence.

Chris Kamtsios
Senior Partner and Managing Director
Dragon Capital Partners Ltd

Overview

The past year was the first full calendar year
coloured in ‘crisis’ tones in the Ukrainian real
estate market since 1999. As expected, it turned
out to be a challenging period for most local
market players as demand continued to decrease
while lending and equity investments into the
sector halted completely. In these circumstances,
DUPD was unique in having strong cash position,
no debt obligations, and a balanced portfolio of
investments, which allowed the Company to pass
through the down cycle unbattered. We executed
the third stage of the share buy-back programme,
acquired a completed asset from a distressed
developer, while divested from another asset

at a premium to its valuation and continued
development of all of our portfolio projects.

Having acquired 38 completed residences within
Sadok Vyshnevyj gated community in 2009

for USD 12.4 million, DUPD increased its total
commitments to USD 231.3 million spread over
10 projects in total. As of year end, the Company
had USD 86.2 million of cash on its accounts,

of which USD 57.7 million remains uncommitted.

The company moved forward with the
development of its portfolio projects in the course
of the year without delays following the strategy of
creating value for the shareholders and benefiting
from savings opportunities available on the local
market. We completed development of project

documentation and received the construction
permit for Sevastopol retail complex, which
allowed us to immediately sell it to one of the
leading local retailers for USD 1.95 million,
representing a 3% premium to its book value as
of end 1HO9. In December the Company received
project documentation approval from the Kyiv
Architectural Council on Obolon Residential
Towers and is targeting to obtain the construction
permitin 1H10. As planned, we have started the
pre-sales campaign on our gated community
projects in August, having pre-sold by year end

a total of 10 homes in Green Hills. This by far
exceeded our expectations given the current
sluggish market of residential sales in Ukraine,
and bodes well for 2010 sales prospects.

Henryland Group Limited started construction
works on its land plot in Odesa and obtained
project documentation state approvals for
Mykolaiv and Vinytsia retail complexes. Project
documentation for Avenue Shopping Mall was
approved by Kyiv Architectural Council and is
submitted for the state expertise. However,

due to delays on certain deliverables by the
Company’s partner in this project, we chose to
exercise the option to decrease the stake in the
project from 50.01% to 18.77%. Having cancelled
a share capital increase in Hindale Executive
Investments Ltd, DUPD received back USD 5
million to its accounts, while maintaining the right,
but not the obligation, to return to its initial stake



should the deliverables be executed to its
satisfaction. On land bank projects, the Company
reached the final stages of consolidation and title
registration, looking to complete them in 2010.

The Company’s NAV slipped by 6.2% (to USD
293.9 million) while NAV per share increased by
6.3% over 2009, as a result of revaluation losses
and completion of the last phase of the share
buy-back programme. Following the slump of
real estate values in 2H08, most of this year’s
revaluation losses were recorded in 1H09, while in
the second half of the year portfolio depreciation
was marginal, reflecting the stabilisation of yields,
rental rates and sales prices in the market place.

Since the development activities and financial
position of the Company remains strong, in 2010
we are determined to continue the pro-active
development of our portfolio projects, including
sales of the residential projects, construction of
Odesa retail centre and Green Hills and Riviera
Villas gated communities, as well as to start
construction of other portfolio projects upon
completion of permitting stage and securing
debt finance. As the Ukrainian market is starting
to emerge from the crisis, we expect to see

in 1H10 more opportunities to acquire semi-
completed or completed income-generating
assets, which the Company, being one of very
few active buyers in the market, will be in a
position to take advantage of.

Dragon — Ukrainian Properties & Development plc

Market Overview

Ukraine was one of the last regional markets
affected by the financial crisis in 2008, and

now appears to be also the last one to recover.
Consequently, after the record-high volume of
investment deals in 2008, we saw no significant
open market investment transactions in the
commercial real estate during the past year.

This was caused by the misalignment of pricing
expectations of vendors and of the very few active
buyers as well as the fact that most properties
served as collateral to bank loans that greatly
exceeded their new true market values, which
prompted banks to pursue debt restructuring
rather than to foreclose. However, since 3Q09,
the number of investment opportunities has been
growing as sellers were adjusting their pricing
expectations to the market realities, while investors
started to slowly show interest in the local assets.
The first investment deals are only expected to take
place in 1H10, as ask and bid yields converge to
14-15% for prime properties.

Development has become less attractive than
property acquisition as debt financing remains
largely unavailable, with multilateral financial
institutions remaining the only active lenders to
development projects. Private investment was
scarce and focussed only on select, institutional
quality, income-generating properties.
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Office Segment

The office segment was one of the most affected
by the country’s economic downturn. In 2009,
new office supply in Kyiv decreased by 29%

as compared to 2008, amounting to only 124,000
sgm. New deliveries represented mostly mid-size
class B reconstruction office centres developed
by local players.

Office space demand contraction followed the
overall plunge of business activity in the country
with take-up falling by 34% and vacancies
skyrocketing to 17.6% (1.3% in 2007 and 4.2%

in 2008). As companies were not in the expansion
mode, most deals in the market represented rent
renegotiations, optimisation of occupied space,
and relocations to improve the office space quality
at no extra costs. Prime office rents reached their
six-year lowest level at USD 30-35 per sgm down
from USD 75-80 per sqm in mid 2008. On top of
that, office space was offered in fitted conditions
mostly, as opposed to shell-and-core in the
previous years.

The market demand trend was reversed in 4Q09
as leasing activity picked up following the recovery
of the local economy. In 2010, larger occupiers
are expected to take advantage of the depressed
rental market opportunities to optimise their office
solutions. New supply, however, is set to remain
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€ 3Q09 the number
estment opportunities
been growing as sellers
jere adjusting their pricing
o) pectatlons to the market
_realities: -

. Kamtsios
Senior|Partner and Managing Director
Dragon Capital Partners Ltd

restricted until 2012 due to the lack of development
finance and weak tenant demand, which may push
rental rates up in the two to three year horizon.

Retail Segment

Despite major impact of decreasing personal
income and Hryvnia depreciation on retail
property sector, the vast undersupply of retalil
space softened the adjustment of the sector’s
indicators. Despite the record delivery of new
stock in 2009 (over 200,000 sgm), vacancy in

Kyiv shopping centres remained relatively low,
and well below that in the office segment, ranging
from 1% to 5.5% depending on the property.
Quiality of shopping centres has finally become
crucial for tenants, as rent renegotiations varied
from 10% in successful schemes to 70% in poorly
designed complexes. Percentage of retail turnover
and Hryvnia-denomination became common in
lease agreements as tenants gained negotiation
power over landlords. Retailers followed mixed
strategies with some, such as Inditex Group and
M&S, seizing the moment to expand, and some
closing their operations.

The sector appears to be the first one to recover
given the bounce back of consumer spending
started in 4Q09 and low competition level. In 2010,
a few more large shopping malls representing the
delayed delivery of pre-crisis pipeline are to open.
However, a trough is expected in 2011-2012, as

there are no new large scale developments in
the works to come to market in two to three years
from now.

Industrial Segment

Economic downturn had major impact on the
sector as retailers and logistic operators had to
downsize their operations significantly. The new
supply of warehousing space in 2009 halved as
compared to the previous year’s figure, reaching
195,000 sgm and bringing the total stock in the
greater Kyiv area to just over 1 million sgm. In
2010, a similar volume of new stock is expected,
being represented mainly by the few delayed large
warehouse developments from the pre-crisis
pipeline. However, in the medium-term, the
market shall see by far smaller volumes of new
deliveries given the absence of new investments
coming to the sector today and high availability
of sub-lease opportunities.

Prime rents continued to decrease in 2009
reaching USD 5.5-7.0 per sqm, levelling off with
the average in CEE markets, and some leases
switching to Hryvnia denomination. The vacancy
across the sector reached the historic high of
20.6% as of year end, but as is suggested by
the starting recovery of demand, is likely set for
gradual decrease in the course of 2010, with
rents staying stable at the renegotiated levels.



Residential Segment

Absence of mortgage financing was the main
factor slowing down the residential real estate
market in Ukraine. Issuance of the most popular
USD-denominated mortgages was restricted
by the National Bank of Ukraine while Hryvnia-
denominated loans were offered only by a
handful of banks at prohibitively high interest

of 22-25%. Hence, most deals were executed
with upfront cash payments, on the secondary
market, largely supported by excess cash liquidity
of the local population, not relying on the local
banking system.

Prices stayed stable in Hryvnia terms, falling by
40-60% in USD terms from the mid-2008 peak
prices. Most of the adjustment took place in
2H08-1H09, while during 2H09 prices remained
largely unchanged. The volume of transactions
was insignificant in 1H09, particularly in the
primary market, starting to grow by year end as
population was realising that prices had already
bottomed up. However, demand was only
recovering for select properties within completed
or close to completion new buildings as well

as new projects developed by strong local and
international investors with a reputable image

in the market.

E e
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The trend of the second half of 2009 is seen

to continue in the next year, as price recovery
and buyers’ activity will be gaining support from
resumption of mortgage lending. In the medium
term, Ukraine will remain one of the most
undersupplied regional residential markets with
weak competition, which keeps it highly attractive
for investments into development of quality
modern residential space even through the
market down cycle.

Chris Kamtsios
Senior Partner and Managing Director
Dragon Capital Partners Ltd

Annual Report 2009
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DUPD’s Projects

Sets the new standard of
suburban living in Ukraine.

[CloselproximitytolKyiv
<[Canadianiwoodframeltechnology
<[Coloniallarchitecture
<[Awardiwinninglhomellayouts

First North American Gated Community in Ukraine

Green Hills

Location: Kyiv suburban
Land Title: Freehold

Land Area: 16.2 ha

Total Commitment: USD 16,543,936
Invested: USD 15,829,500

Estimated
Completion Date: 2013

Current status:

<[ Utilities are on the site.

<[ Construction of the ‘Dream-Street’
of 8 homes completed.

<] Fit-out of 2 show-homes completed.

<1 10 homes pre-sold since sales
campaign started July 2009.

] USD 2.6m generated in revenues.

http://green-hills.com.ua

100%

Shareholding
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Our Locations

@® Henryland (Lutsk)
® Glangate (Rivne)
© Sadok Vyshnevy
O Green Hils
O Riviera Villas
@ Obolon Residential Towers
@ Avenue Shopping Mall
® Henryland (Kremenchuk)
© Glangate (Kremenchuk)
® Henryland (Mykolaiv)
@ Glangate (Sevastopol)
® Henryland (Odesa)
® Henryland (Bila Tserkva)
@ Henryland (Vinnytsia)
Henry|and Group Current status: .
[ Kremenchuk and Lutsk — operational.
Location: Kremenchuk, Lutsk, <[ Odesa - under construction.
Vinnytsia, Mykolaiv, ] Vinnytsia and Mykolaiv — positive Conclusions
Odesa, Bila Tserkva of State Expertise Authority received.
Land Title: Leasehold/Freehold <] Bila Tserkva — project documentation
Land Area: 22.8 ha approved.
GBA: 103,241 m?
GLA: 103,241 m?
Total Commitment: USD 14,736,000
Invgsted: USD 14,000,000 o
Estimated 38 /o
2011-2012

Completion Date:

Shareholding

Avenue Shopping Malll Status: _
<] Project Documentation approved.
Location: Kyiv <[ State Expertise underway.
Land Title: Leasehold
Land Area: 1.2 ha
GBA: 52,012 m?
GLA: 26,324 m?
Total Commitment: USD 10,750,000
Invested: USD 1,500,000
Estimated

Completion Date:

b 18.8%

Shareholding

Gl ang ate Group Current status:
] Kremenchuk - Project documentation
Location: Kremenchuk, Rivne, development underway.
Sevastopol (sold) <l Rivne - seller delivering conditions precedent.
Land Title: Leasehold <] Sevastopol project sold to a local DIY-retailer
Land Area: 9.3 ha for USD 1,950,000 at a 3% premium to its
GBA: 54,000 m? 1H09 valuation.
GLA: 42,500 m?
Total Commitment:  USD 12,500,000
Invested: USD 7,679,340

Estimated
Completion Date:

= 100%

Shareholding
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DUPD’s Projects
continued

Exclusive Residence Club,
refined luxury in a genuine environment.

<[Untouchedlnature
<[Modernlenvironmentlfriendlytechnologies
<[Coloniallarchitecture
<[Award-winninglhomellayouts

First Exclusive Residence Club in Ukraine

Riviera Villas

Location: Kyiv suburbs
Land Title: Freehold

Land Area: 12.58 ha

Total Commitment: USD 12,006,000
Invested: USD 11,480,811
Estimated

Completion Date: 2011-2012

Status:

<] Utilities are on the site.

[ Construction of the ‘Dream-Street’ of 3
homes completed.

<] Fit-out of 1 show-home completed.

«] Sales campaign started.

http://r-v.com.ua/

Shareholding
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The project portfolio is well-diversified across
all segments of real estate, except the industrial
segment. All developments depict the highest
standards in construction, engineering and
architecture.

Obolon Residential Towers

Location: Kyiv

Land Title: Leasehold

Land Area: 1.07 ha

GBA: 65,329 m?

Sales area: 37,634 m?

- residential 32,765 m?

- retail, office 4,869 m?

Total Commitment: USD 20,673,881
Invested: USD 18,649,900
Estimated

Completion Date: 2012-2014

Land Bank (2 sites)

Location: Suburbs of Kyiv
Lad Title: Freehold

Land Area: 600 ha

Total Commitment: USD 130,750,000
Invested: USD 120,487,000
Estimated

Rezoning Date: 2010

Sadok Vyshnevy

Location: Kyiv suburbs
Land Title: Freehold

Land Area: 1.6 ha

GBA: 8,880.5 m?

(38 residencies)

Total Commitment: USD 13,181,082

Invested: USD 13,084,270
Estimated
Completion Date: Completed

Current status:

<[ Land lease agreement with appropriate
zoning re-signed with the city.

] Facade and commercial premises
designed by Benoy (UK).

<] Project Documentation approved.

<] There is a customer service centre in place
with rental income USD 818k in 2008,
USD 625k in 2009.

100%

Shareholding

Status:

[ 82% of land consolidated.

<l The company is set to make a profit on
a premium from converting the existing
zoning of the land to allow construction
of residential and commercial facilities.

85%

Shareholding

Status:

<] Utilities are on the site.

[ Individual property acts received
for each of the properties.

<] Sales campaign started.

100%

Shareholding
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Investing Policy
(regulatory announcement according to the requirements of AIM Rules
for Companies as amended 1 June 2009)

Dragon — Ukrainian Properties & Development plc (‘DUPD’ or ‘the Company’) is an ‘investing company’ for the purposes of the AIM Rules for Companies.
Recent changes to the AIM Rules for Companies require an investing company to have in place an investing policy which is ‘sufficiently precise and detailed
so that it is clear, specific and definitive’. The AIM Rules for Companies provide guidance in relation to what this investing policy is expected to include as

a minimum.

As part of the changes to the AIM Rules for Companies, an investing company is also required to ensure that its investing policy is ‘regularly notified’
to Shareholders (i.e. by being placed on an investing company’s website and included in the investing company’s annual accounts).

Overview

The Company was formed in 2007 to invest in the development of new commercial properties and re-development of existing properties in Ukraine which
offer the prospect of attractive returns to its shareholders. In the current market environment, the Company is focussed on opportunities to acquire completed,
or semi completed retail and office properties at distressed valuations, with strong cash flow and low leverage.

Assets or companies in which the Company can invest

The initial focus of the Company is on the development of new and re-development of existing commercial properties in the retail, office and warehousing
sectors. However, the Directors also consider alternative types of investment in real estate, including land acquisitions with development potential for residential
projects, where they believe such investments will generate appropriate returns for shareholders. The Company is also actively seeking opportunities to enter
into sale-and-leaseback arrangements, mainly in the retail sector where the Directors believe such opportunities are likely to be present.

In the current market environment the Company is more focussed on opportunities to acquire completed assets or assets at the final stage of development at
distressed valuations. The Company’s primary target is the acquisition of income generating properties in the office and retail segments, while the Company
will also selectively assess opportunities on acquisitions of completed residential properties.

The Company’s initial investment and development activities focus on Kyiv and Kyiv oblast as well as other major regional centres of Ukraine where the
population exceeds 700,000 people. The Directors believe that there are potential investment opportunities in smaller, yet important centres of Ukraine
which should also be exploited by the Company on a selective basis.

The Company has adopted a group structure of a type typically employed by overseas owners of Ukrainian real estate assets. The properties are typically
owned by Ukrainian SPVs whose shares are typically wholly owned by Cypriot subsidiaries of the Company. The location of subsidiaries in Cyprus allows
the Company to take advantage of an existing double taxation treaty between Ukraine and Cyprus. Subject to the limitations contained in applicable tax
legislation and treaties, debt financing for the acquisition and development of properties may be provided wholly or partly by other SPVs resident in Cyprus
or other tax favourable jurisdictions. The ultimate parent company, DUPD, is the sole owner of all Cypriot and other subsidiaries with the exception being
where part of the project company is owned by DUPD’s partner in such project. The Company retains the right to choose the most suitable structure
appropriate for each transaction that is entered into by it and from time to time to consider the adoption of other corporate structures. DUPD is domiciled
and registered in the Isle of Man.

Strategy by which the investing policy will be achieved

The Company expects to implement its strategy in partnership with one or more local property development experts. It may acquire properties from such
partners and may make investments in, or form joint ventures with them. It also intends to retain a team of in-house and external local professional advisers
including property consultants, legal, accounting and tax experts. The Directors expect the Company to play an active role in selecting and supervising the
projects in which the Company will become involved.

Dragon Capital Partners Limited (‘the Manager’) will be responsible for identifying new investment opportunities for the Company that fall within the investing
strategy set out in this document. Once a potential opportunity has been identified, the Manager will carry out a due diligence exercise into the opportunity
and, after concluding that the project is suitable, negotiate the purchase or investment or other terms with the relevant counter-party.

Once this process is complete, the proposed opportunity will be presented to the Board. The Board will take the final decision on whether or not to pursue
the proposal.

The key factors that are likely to influence the ultimate decision to proceed with a project are location, marketability, price, financing structure and legal and
ownership status.

Whenever possible, the Company aims to acquire at least a 50% stake in the projects the Company invest in, to ensure sufficient control over the investment.

Whether investments will be active or passive investments
The Manager assumes a proactive approach to every investment project in the Company’s portfolio.

Holding period for investments
As the Company has no fixed life, no time limits have been set as a matter of investing policy generally and individual holding periods will vary to achieve
best value from each investment.

In order to maximise returns for shareholders, the Company plans to exit its commercial real estate projects via investment sale of the delivered properties
post stabilisation of rental income.

Spread of investments and maximum exposure limits
The Company does not have a prescribed policy in relation to the spread of investments or maximum exposure limits.
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Policy in relation to gearing and cross holdings

The Company expects to borrow aggressively to optimise returns for shareholders up to the maximum loan-to-asset value (for the portfolio or any property
in the overall portfolio) available under market conditions at the relevant time. Borrowing on any individual property, however, will not, in any event, exceed
75% of the value of that property at the time of its acquisition. The borrowing policy will be adopted to suit the prevailing market conditions from time to time.
The Company will consider raising debt financing by all means including, inter alia, bank borrowings, private debt placements or listed debt instruments.

The Company does not have a policy on cross holdings, in relation to investments in other listed closed-ended investment funds.

Investing restrictions
Other than the requirement for the Manager to manage any potential conflicts of interest, and the requirement to invest in accordance with its investing
policy, there are no investing restrictions.

Conflict policy

The Dragon Capital Group pursues a number of real estate development projects in Ukraine. Under the terms of the Management Agreement the Manager has
no ability to commit the Company or any of its subsidiaries to make any acquisition or disposal. In the event that any affiliate of the Manager (a ‘Relevant Party’)
has the opportunity to acquire any property in Ukraine which is compliant with the Company’s investment strategy (a ‘Conflict Property’) then the Manager shall
cause the Relevant Party to provide, inter alia, all material details of the Conflict Property to the Company, in order for the Company to decide whether or not to
notify the Manager that it should pursue the opportunity to acquire the Conflict Property. If the Company so notifies the Manager of its intention to pursue the
opportunity to acquire a Conflict Property, the Manager shall procure that no affiliate of the Manager shall acquire any interest in the Conflict Property in
question without the prior consent of the Company.

Nature of returns that the Company will seek to deliver to Shareholders
The investment objective of the company is to provide shareholders with strong capital growth by taking on existing opportunities in the retail, office and
residential sectors in partnership with leading developers and operators.

The level of regular dividends will depend on the rental and other income (including realised capital gains) generated from the properties acquired, investments
made or joint ventures entered into by the Company. Once the proceeds of the Placing have been fully invested, the Directors intend to work towards a target

dividend yield of 7 to 10% per annum at the $2.00 placing price and also currently intend that in due course dividends paid by the Company will represent not

less than 85% of annual net profits.

The extent to which income generated on property assets can be distributed to shareholders by way of dividend will depend on, among other things, the
application of Ukrainian accounting principles and the nature and structure of the acquisitions made including, where relevant, the inherited accounting
policies of any property-holding target company which may be purchased. As a result, it is possible that not all of the trading profits recorded in the
Company’s consolidated financial statements will be available to the Directors in the form of distributable profits from which to pay dividends. In that event,
the Directors will consider alternative means of returning funds to Shareholders.
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Board of Directors

The Board comprises Directors with extensive experience in property investment, development and
management, as well as investment, company law and administration.

To this end, the Board has established an audit committee. The audit committee is responsible for
ensuring that the financial performance of the Company is properly monitored, controlled and reported
on. The committee will also meet the auditors and review reports from the auditors relating to the
Company’s accounts and internal control systems. The audit committee is chaired by Mr Svinhufvud
and consist of Mr Svinhufvud and Mr van der Heijden. It meets whenever there is business to discuss
and at least twice each year.

Aloysius Wilhelmus Johannes van der Heijden

aged 61, Non-Executive Chairman

Mr van der Heijden has worked in the real estate industry for 29 years, a large part of which he spent
as a General Director of Beheer Brouwershoff Amsterdam BV, a private investment company of

Drs C van Zadelhoff with a core business in capital investment, predominantly in real estate and

also commercial real estate brokerage and advisory services. Currently, he is a non-executive partner
of DTZ Zadelhoff (The Netherlands), Supervisory Board member of DTZ Zadelhoff Tie Leung Central
& Eastern Europe and NV ‘Het Havengebouw’.

Fredrik Svinhufvud

aged 55, Non-Executive Director

Fredrik Svinhufvud is currently managing director of Malka Oil AB, a Swedish oil company concentrating
on oil and gas production in western Siberia in Russia. Previously he was managing director of Tetra Pak
Ukraine for six years until February 2007. Fredrik started in Ukraine as Tetra Pak factory manager in

1995 and was then appointed managing director in 2001. Additionally, he has held several international
positions within the oil field services industry, initially with Schiumberger Ltd in South America, Atlas
Copco in North America and the Geco Well Services in the North Sea. Later he held positions within
sales and marketing in the agriculture supply industry (Trelleborg AB). In March 2006 Fredrik was elected
the President of the European Business Association in Ukraine.

Tomas Fiala

aged 35, Non-Executive Director

Mr Fiala has been the principal shareholder and managing director of Dragon Capital Group, a Kyiv-based
investment bank, since April 2000. Mr Fiala established Dragon Capital as a brokerage and has since
grown it into a leading Ukrainian investment house specialising in brokerage, investment banking,
securities trading, asset management and private equity investments. Prior to establishing Dragon Capital,
Mr Fiala served as senior executive for five years at Wood & Company, a leading investment bank in

the Central Eastern Europe region. Mr Fiala is currently serving as chairman of the supervisory board of
Karlivka Machine-building Plant, Ukraine’s leading agricultural equipment producer. He is also a member
of the Supervisory Board of Nova Liniya, the largest DIY supermarket chain in Ukraine, Cantik Enterprises
Limited, a Ukrainian retail real estate development company, Retail Group, one of the largest food retailers
in Ukraine, Ukrinbank as well as KP Media, a leading Ukrainian media holding.

Boris Erenburg

aged 38, Non-Executive Director

Boris Erenburg manages investments for the Spinnaker Capital Group, an emerging markets hedge
fund manager with USD 6.5 bn under management. Prior to Spinnaker, he co-managed Pactual
Electra, a Brazilian middle market private equity firm with USD 160 million in investments, and was a
board member of portfolio companies in the technology and business services sectors. He started his
career at IFC (World Bank Group) in Washington DC where he structured project and corporate finance
transactions in the oil and gas industry, and then in Argentina where he was the deputy representative
for the Southern Cone responsible for new business and the investment portfolio in Argentina, Bolivia,
Chile, Uruguay and Paraguay.

Rafaél Biosse Duplan

aged 42, Non-Executive Director

Rafaél Biosse Duplan is currently a partner at emerging markets investment specialist Finisterre Capital
LLP. Prior to joining Finisterre in February 2005, Mr Biosse Duplan was a Managing Director and head
of the Emerging Markets Group for Lehman Brothers in London. Mr Biosse Duplan joined Lehman
Brothers in 2003, after 12 years with Salomon Brothers (subsequently Citigroup Global Markets).
Between 2000 and 2003, he co-ran Emerging Markets origination in London, focussing on Europe,
Middle East and Africa. Previously, Mr Biosse Duplan traded and structured Emerging Market debt

at Salomon Brothers/Citigroup for nine years, holding by 1999 a global risk management supervisory
function for Emerging Market Distressed Debt and concentrating on credit intensive situations in Russia
and Asia. Mr Biosse Duplan is a graduate from the ESCP Grande Ecole and holds an MPA from the
Kennedy School of Government in Harvard.
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