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Independent Aunditors’ Report

To the Governing Board of
International Science and Technology Center

Report on the Financial Statements

We have audited the accompanying financial statements of the International Science and Technology
Center (hereinafter “ISTC™), which comprise the statement of financial position as at 31 December 2013,
the statements of revenues and expenses, movements in capital contributions and cash flows for the year
then ended, and notes, comprising a summary of significant accounting policies and other explanatory
notes, as set out on pages | to 27.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards and for such internal controls as
management determines are necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

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

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

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

International Science and Technology Center requires all funded institutions to provide written
representation that they do not receive funding from multiple sources. Funding received from
multiple sources may result in certain misclassifications of project costs. We were unable to
confirm that the funded institutions do not receive funding from multiple sources due to
restricted access to institute records. There were no alternative audit procedures that we could
adopt to confirm the above.

Furthermore, as disclosed in Note 2, non-current assets including computer software costs,
which have useful lives extending beyond one year, were expensed when acquired during the
current and prior years. For non-current assets acquired for administrative needs, International
Financial Reporting Standards require these assets to be capitalized and depreciated over their
expected useful economic lives. Capitalization of non-current assets used for administrative
purposes and the related depreciation would have a significant impact on the accompanying
financial statements if applied.

Qualified Opinion

In our opinion, except for the effects of such adjustments, if any, as might have been determined
to be necessary had we been able to satisfy ourselves as to funding from multiple sources and
except for the effect on the financial statements of not capitalizing non-current assets used for
administrative purposes and depreciating them over their expected useful lives, the financial
statements give a true and fair view of the financial position of the International Science and
Technology Center as at 31 December 2013, and of its financial performance and its cash flows
for the year then ended in accordance with International Financial Reporting Standards.

Emphasis of Matter

Without further qualifying our opinion, we draw attention to Notes 1 and 17 to the financial
statements, which describes the process of wind — down of the ISTC operations in the Russian
Federation and its transfer to the Republic of Kazakhstan. Taking into consideration the timeline
of the wind-down and move projects, as well as the conditions attached to the ISTC terminating
the operations in the Russian Federation, the management concluded that it is appropriate to
apply the going concern principle in the preparation of these financial statements.

KPMG Baltics SIA

o

Armine Movsisjana
Member of the Board
Riga, Latvia

24 April 2014
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INTERNATIONAL SCIENCE AND TECHNOLOGY CENTER

Statement of Financial Position
December 31,2013 and 2012
{Thousands of U.S, Dellars)

2013 2012
ASSETS
CURRENT
Cash and cash equivalents (Note 4) 49,668 63,668
Receivables
Amounts due from funding parties (Note 3) [,530 3,104
Project advances - 32
Other receivables 75 161
Accrued income receivable 139 193
Loan receivable (Note 7) - 69
Other assets (Note 6) 433 160
51,845 67,387
NON-CURRENT RECEIVABLES FROM FUNDING
PARTIES (Note 3} 281 155
52,126 67.542
LIABILITIES AND CAPITAL CONTRIBUTIONS
CURRENT
Accounts payable
Projects s 1.135 g  1.301
Administration and project vendors 419 1,419
Crants payable to institutes 1,770 3,007
3,324 5,727
CAPITAL CONTRIBUTIONS
DESIGNATED CAPITAL CONTRIBUTIONS
{("DCC") - PROJECTS 10,847 14,295
DESIGNATED CAPITAL CONTRIBUTIONS
("DCC") - OPERATING
Administrative budget 19 49
Supplemental budget 3,606 3.894
UNDESIGNATED CAPITAL CONTRIBUTIONS ("UCC") 34,330 43,577
48,802 61.815
TOTAL LIABILITIES AND CAPITAL CONTRIBUTION $ 52,126 $ 67,542

Accompanying notes, as set out on pages 9 - 27, form an integral part of these financial statements.

Signed on behalf of International Science and Technology Center on 24 April 2014
o " e

David Cleave
Acting Executive Director
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INTERNATIONAL SCIENCE AND TECHNOLOGY CENTER

Statements of Revenues and Expenses

Years ended December 31, 2013 and 2012
(Thousands of U.S. Dollars)

2013 2012
REVENUES
Project revenues (Capital movement note (a)) 13.544 $ 18,111
Operating revenues
Administrative budget (Capital movement note (b)) 4,592 5,952
Supplemental budget (Capital movement note (b)) 3.900 7,346
investment income (Capital movement note (c}) 615 959
Other income (Note 8) 799 302
23,450 32,710
EXPENSES
Project expenses (Note 10)
On-going projects 11,551 15077
Completed projects 1,993 2,334
Operating expenses (Note 11)
Administrative budget 4,048 5,465
Supplemental budget 3,900 7.346
Other expenses {Note 9) 32 38
21,524 30,960
EXCESS OF REVENUES OVER EXPENSES (Note 12) 1,926 $ 1,750

Accompanying notes, as set out on pages 9 - 27, form an integral part of these financial statements.

Signed on behalf of International Science and Technology Center on 24 April 2014

David Cleave
Acting Executive Director
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INTERNATIONAL SCIENCE AND TECHNOLOGY CENTER

Statements of Cash Flows

Years ended December 31, 2013 and 2012
{Thousands of U.S. Dollars)

2013 2012
Cash flows from operating activities
Cash received from funding parties (Note 13) $ 8470 § 10,441
VAT reimbursements (Note 8) 598 -
Other 62 65
Cash out (23,945) (34.047)
Cash generated from operation {14.815) (23,541)
Net cash from operating activities (14.815) (23,541)
Cash flows from investing activities
Investment Income 669 962
Net cash used in investing activities 669 962
Cash flows from financing activities
Effects of exchange rate changes on cash and cash equivalents 146 104
Net increase/(decrease) in cash and cash equivalents (14,000) (22.475)
Cash and cash equivalents at beginning of period (Note 4) 63,668 86,143
Cash and cash equivalents at end of period (Note 4) 49,668 63.668

Accompanying notes, as set out on pages 9 - 27, form an integral part of these financial statements.

Signed on behalf of International Science and Technology Center on 24 April 2014

DTS —

David Cleave
Acting Executive Director
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INTERNATIONAL SCIENCE AND TECHNOLOGY
CENTER

Notes to the Financial Statement
For the year ended December 31, 2013

ORGANIZATION AND BUSINESS

The International Science and Technology Center (hereinafter “ISTC™) was established in 1992
pursuant to an Agreement signed in Moscow, Russian Federation.

The objectives of the ISTC are set forth in Article Il of the Agreement. ISTC develops, approves,
finances and monitors science and technology projects for civilian purposes, which are to be carried
out primarily at institutions and facilities located in the Russian Federation and other states of the
Commonwealth of Independent States (“CIS™) and Georgia. The parties to the Agreement during
2012 and 2013 were the Russian Federation, the European Union, the United States of America,
Canada, Armenia, Belarus, Georgia, Kazakhstan, the Kyrgyz Republic, Tajikistan, Japan, Norway
and South Korea. Funding parties which contribute to the ISTC include the parties, other
government organizations and private contributors.

Based on Article IX of the Agreement, the Government of the Russian Federation provides ISTC
with free office space and other facilities, along with maintenance, utilities and security for the
facility. The value of such items provided is not recorded in the accompanying financial statements
as a reliable estimate cannot be obtained,

On 11 August 2010, the President of the Russian Federation Mr. Dmitry Medvedev signed Decree
534, which announced the Russian Federation government's intention to withdraw from the ISTC.
Acting in accordance with Article XV (c) of the Agreement, the Russian Federation will withdraw
from the Agreement six months after giving written notification to the other Parties to the
Agreement.

During 2010 and 2011, formal and informal discussions and meetings took place between ISTC, the
Funding Parties, the State Atomic Energy Corporation (Rosatom) and the Ministry of Foreign
Affairs (MFA) of the Russian Federation on this issue, which resulted in the ISTC Secretariat being
informed by the MFA that the Russian Federation has the intention to withdraw from ISTC by mid
2015. This was officially confirmed in a letter from the MFA on 13 July 2011. Until that time, the
ISTC Agreement will remain fully in force. All ISTC privileges and immunities will stay in place.
ISTC has been informed that all ongoing (status 6) projects in Russia should be completed in 2014
to allow the Secretariat to have sufficient time to carry out necessary project-related auditing,
financial activities and closure before the proposed mid-2015 closure.

As at the date of these financial statements the wind-down process is underway leading, ultimately,
to the total liquidation of the ISTC in Russia within the timeframe set forth in the 13 July 2011
letter. In parallel, the main Office set up in Astana, the Republic of Kazakhstan, is being
implemented. Work on the various agreements for the new office site and bilateral agreements are
in process and all Parties are involved in this process. It is expected that two offices in Moscow and
Astana will be run in parallel during 2014, while the operations transfer to Astana is gradually
rolled out,

Negotiations continue between the ISTC Sceretariat and Rosatom, on behalf of the Russian
Federation government, to address the financial, legal and scientific consequences of the
withdrawal.

Taking into consideration the timeline of the wind-down and move projects, as well as the
conditions attached to the ISTC terminating the operations in the Russian Federation outlined
above, the management concluded that it is appropriate to apply the going concern principle in the
preparation of these financial statements,

ISTC’s registered office as at the date of approval of these financial statements is located at
Krasnoproletarskaya ulitsa, 32-34, 127473, Moscow, Russian Federation.

Page 9 of 27



INTERNATIONAL SCIENCE AND TECHNOLOGY
CENTER

Notes to the Financial Statement
For the year ended December 31, 2013

2. SIGNIFICANT ACCOUNTING POLICIES
a.  Basis of preparation

The financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS), except as described below, and management has concluded that the financial
statements present fairly the entity’s financial position, results of operations and cash flows.

International Accounting Standard (“IAS™) 16 “Property, Plant and Equipment” requires non-
current assets to be capitalized and depreciated over their useful economic lives and IAS 38
“Intangible Assets™ requires computer software costs and other intangible assets be capitalized
and amortized over their useful economic life. Due to the project-based nature of ISTC's
operations, management believes the application of these requirements would result in
improper matching between the revenues contributed by the funding parties with the related
expenses. and, accordingly conflict with the fair presentation objective of these financial
statements. As a result, non-current assets acquired for use by participating institutes as part of
the projects, as well as non-current assets acquired by ISTC for the administrative needs, are
charged to the Statement of Revenues and Expenses upon acquisition (project related non-
current assets acquired in 2013 - $1,364 thousand; 2012 - $2,061 thousand).

These financial statements were approved by the Executive Director, the Chief Financial
Officer and the Executive Management Committee of the ISTC on 24 April 2014. The financial
statements of the ISTC are subject to approval by the Governing Board. The Governing Board
has the power to reject the financial statements, and the right to request that new financial
statements be issued.

In these financial statements statement of comprehensive income is called “the statement of
revenues and expenses” and the statement of changes in equity is called “the statement of
movements in capital contributions™,

Statement of Cash flows is prepared based on direct method.
The financial statements have been prepared on a historical cost basis.
b. Functional and presentation currency and Joreign currency transactions

The U.S. dollar is the functional currency for the ISTC. Accordingly, these financial statements
have been prepared using U.S. dollars as the presentation currency. Use of the U.S. dollar best
reflects the economic substance of the transactions and circumstances of the ISTC. All financial
information presented in U.S. dollars has been rounded to the nearest thousand.

Foreign currency transactions are translated into U.S. dollars at the exchange rate prevailing at
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
translated into U.S. dollars at the European Central Bank for EUR currency and the Central
Bank of Russian Federation for RUB currency exchange rates prevailing at the year-end date.
Foreign currency translation gains and losses are charged to the Statement of Revenues and
Expenses under Other expenses with the exception of translation gains and losses arising from
project and programme funding related transactions involving the European Union and EU
partners. The exchange rates applied at the period end for the principal currencies are as
follows: EUR/USD 1.3791 (2012: 1.3194), USD/RUB 32.7292 {2012: 30.3727).

Page 10 of 27



INTERNATIONAL SCIENCE AND TECHNOLOGY
CENTER

Notes to the Financial Statement
For the year ended December 31, 2013

c.  Project activity

ISTC authorizes and funds scientific projects which are carried out at institutes within CIS and
Georgia. Projects are financed by the funding parties either individually or jointly. All project
agreements include a maximum amount of funding to be provided by the funding parties.

The project activity is accounted for in the financial statements as follows:
Projects

Projects are initially accounted for upon the later occurrence of either the signing date of the
project agreement between ISTC, the recipient institutes and the partners or the project
commencement date. Upon commencement of the project accounting, the total amount of the
funding is credited to the relevant funding parties’ designated capital accounts in proportion to
the level of funding agreed to by each party. To the extent that the signed projects are not
funded by advance payments from the respective funding parties, a receivable is recorded in the
accounting records.

Project expenses

Project expenses consist of three primary components: grants to scientists for time invested in
the project activity, purchases of equipment and other sundry project expenses. All project
expenses are charged to the Statement of Revenues and Expenses when incurred.

Projects that have not completed the project closing procedures are presented as on-going
projects in the Statement of Revenues and Expenses.

Project revenues

Project revenues recognized during the vear in the Statement of Revenues and Expenses are
amounts equal to the total value of project expenses incurred during the year,

Closed projects

On the closure of a project, revenues in excess of expenses are generally reallocated to the
funding parties” undesignated capital contributions accounts in the same proportion as the
initial contributions from the funding parties. Where closed projects have received funds from
private contributors, private contributor revenues in excess of expenses are repaid to the private
contributor.

Terminated projects

On the termination of a project, revenues in excess of expenses are generally reallocated to the
funding parties’ undesignated capital contributions accounts in the same proportion as the
initial contributions from the funding parties. Where terminated projects have received funds
from private contributors, private contributor revenues in excess of expenses are repaid to the
private contributor.
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d. Operating revenues and expenses

Administrative operating budget (“AOB”

Administrative operating budget revenues recognized in the Statement of Revenues and
Expenses during the year are amounts approved by the funding parties for the administrative
operating budget for the year and transferred from the funding parties’ designated capital
contributions - administrative - operating budget.

Administrative budget operating expenses are charged to the Statement of Revenues and
Expenses when incurred.

Revenues in excess of expenses are generally reallocated to the funding parties” undesignated
capital contributions accounts in the same proportion as the administrative revenues
contributions or upon the Governing Board’s approval can be allocated in total or a portion to
the AOB and/or SOB in the same method as described above.

Supplemental operating budget (“SOB™)

Supplemental operating budget revenues recognized in the year in the Statement of Revenues
and Expenses are amounts equal to expenses incurred during the vear.

Supplemental budget operating expenses are charged to the Statement of Revenues and
Expenses when incurred.

Any surplus in funds upon completion of the programs within the supplemental operating
budget are transferred to the funding parties’ undes ignated capital contribution account.

Undesignated capital contributions

Undesignated capital contributions are amounts paid or committed by the funding parties
which have not yet been designated for the operating budget or project purposes, or are funding
party revenues in excess of expenses from closed and terminated projects.

In the case of projects funded by the European Union, the annual protocol signed between
ISTC and the European Union and specifying the amount of funding allocated allows a certain
proportion of project amounts to be invoiced upon signing the protocol and before the
commencement of the individual projects. As a result, the invoices issued during the year are
recognized in the financial statements by including them in the European Union’s undesignated
capital contributions account and amounts receivable from funding parties. Subsequently,
when these projects are finally signed, an appropriation is made between the designated and
undesignated capital contributions account.

e. Investment income

Investment income is comprised of interest earned during the year on the cash deposits held by
the ISTC.

Investment income is credited to the Statement of Revenues and Expenses and allocated to
undesignated capital contributions accounts of each funding party based on the average cash
balance of the funding parties.
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S Cash and cash equivalents

Cash and cash equivalents in the statement of cash flows comprise cash and deposits with
original maturity of less than 3 months and subject to insignificant risk of change in value.

g Accounts receivable recognition

Amounts due from funding parties/private partners are recognized per the obligation schedule
of payments when the project agreement is signed (see Note 2¢). Uncommitted funding is
recognized at the date, when the funding provider commits to the transfer of funds (date of
invoice — see also Note 2¢).

h. Non-curremt assets

Non-current assets are acquired for the ISTC’s own use or for the projects and other activities
and are comprised of the following:

ISTC equipment

The costs of the ISTC’s equipment, information technology related to purchases and facility
improvements are charged to administrative expenses when acquired,

Project equipment

Since ISTC does not expect to derive any foreseeable economic benefits from the ownership of
project equipment, expenses incurred for equipment under each project is recorded as an
expense in the Statement of Revenues and Expenses together with other project expenses
incurred during the year (see Note 2¢).

Despite the fact that ISTC does not consume economic benefits derived from the project
equipment over the term of its useful life, [STC maintains ownership of the equipment during
and beyond the period of project implementation. At the Governing Board meeting in June
2013, it was mandated that equipment be written off 2 years after purchases and immediately
after project closure in accordance with the terms of the ISTC agreement and in particular
Article X.A.(c).

. Contingent assets and liabilities

Possible assets and obligations that arise from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of ISTC, and give rise to the possibility of future inflows, are
disclosed in the financial statements. ISTC does not have other types of contingent liabilities.

k. Employee benefits
Short term employee benefits, including staff salaries and social security contributions to the
staff in the Russian Federation, bonuses, vacations and other benefits are included in expenses
on an accrual basis. The ISTC has no obligations to pay further contributions relating to

employee services in respect to payroll taxes and contributions outside the Russian Federation
and any pensions on the retirement of employees.
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L Taxation

Under the terms of the agreement establishing ISTC with the Russian Federation government,
ISTC is exempt from income taxes. In addition, ISTC is exempt from custom duties and Value
Added Taxes (“VAT™) on imported goods and VAT is zero rated on purchases within Russia.

m. Financial Instruments

The ISTC uses only non-derivative financial instruments as part of its normal operations. These
financial instruments include bank accounts, certificates of deposit, accounts receivable and
accounts payable, and a loan receivable. All financial assets are classified as loans and
receivables and all financial liabilities are classified as other liabilities accounted for at
amortized cost.

Loans and receivables are financial assets with fixed or determinable payments that are not
quoted in an active market. Such assets are recognized initially on the date that they are
originated at fair value plus any directly atiributable transaction costs, Subsequent to initial
recognition loans and receivables are measured at amortized cost using the effective interest
method, less any impairment losses. The effective interest rate is the rate that exactly discounts
the estimated future cash payments and recei pts through the expected life of the financial asset.
When calculating the effective interest rate, ISTC estimates future cash flows considering all
contractual terms of the financial instruments,

ISTC derecognizes a financial asset when the contractual rights to the cash flows from the asset
expire, or it transfers the rights to receive the contractual cash flows on the financial asset in a
transaction in which substantially all the risks and rewards of ownership of the financial asset
are transferred. Any interest in transferred financial assets that is created or retained by ISTC is
recognized as a separate asset or liability.

Financial liabilities are recognized initially on the trade date at which ISTC becomes a party to
the contractual provisions of the instrument at fair value plus any directly atiributable
transaction costs. Subsequent to initial recognition these financial liabilities are measured at
amortized cost using the effective interest method.

ISTC derecognizes a financial liability when its contractual obligations are discharged or
cancelled or expire.

Financial assets and liabilities are offset and the net amount presented in the statement of
financial position when, and only when, ISTC has a legal right to offset the amounts and

intends either to settle on a net basis or to realize the asset and settle the liability
simultaneously.
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n. Use of estimates

The preparation of financial statements in conformi ty with IFRSs requires management to make
Jjudgments, estimates and assumption that affect the application of policies and reported
amounts of assets and liabilities, income and expenses. Although these estimates are based on
management’s best knowledge of current events and actions, actual results ultimately may
differ from those estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period, in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Key sources of estimation uncertainty:

Accounting policy applied to non-current assets: Please refer to Note 2a and 2h above.

Valuation of loans and receivables: There are a number of significant risks and uncertainties
inherent in the process of monitoring financial assets and determining if impairment exists.
These risks and uncertainties include the risk that ISTC’s assessment of funding party’s or
borrower’s ability to meet all of its contractual obligations will change based on changes in the
credit characteristics or that the risk that the economic outlook will be worse than expected or
have more of an impact on the counterparty than anticipated.

Loans and receivables are valued according to the principle of prudence and recognized at net
amount due less allowances for doubtful loans and receivables.

Doubtful debt allowances are recognized based on an individual management assessment of the
recoverability of each receivable. Given the nature of the ISTC funding providers, at the
reporting date there was no direct exposure to potential impairment (31 December 2012: see
Note 3).

Recognition of accruals: Accruals are established when it is certain that a past event has given
rise to a present obligation (accrued liabilities) or present right {accrued income), but there is
uncertainty about the amount payable or receivable. The estimate of the amount of a liability or
asset requires management judgment in the selection of a proper calculation model and the
specific assumptions related to the particular exposure.

As at 31 December 2013 ISTC recognized accrued liabilities of $ 2,178 thousand as part of
current liabilities (2012: $ 2,935 thousand) with respect to grants and overheads payable.
Furthermore. project advances paid to the institutes for project execution have been reduced by
the amount of accrued expenses incurred but not vet reported by institutes as at 31 December
2013 of § 268 thousand (2012: $ 353 thousand),

0. Changes in accounting policies

There were no changes in accounting policies in the current year.

ISTC has adopted the following new standards and amendments to standards, including any
consequential amendments to other standards, with a date of initital application of 1 January
2013:
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F 2

{i) Fair value measurement

IFRS 13 establishes a single framework for measuring fair value and making disclosure about
fair value measurements when such measurements are required or permitted by other IFRSs. It
unifies the definition of the fair value as the price that would be received to sell an asset or pad
to transfer a liability in an orderly transaction between market participants at the measurement
date. It replaces and expands the disclosure requirements about fair value measurements in other

IFRSs, including IFRS 7. As a result, the ISTC has included additional disclosures in this
regards (see Note 3).

In accordance with the transitional provisions of IFRS 13, ISTC has applied the new fair value
measurement guidance prospectively and has not provided any comparative information for new
disclosures. Notwithstanding the above, the change had no significant impact on the
measurements of the [STC’s assets and liabilities.

(it)  Other amendments to standards

The following amendments to standards with effective date of 1 J anuary 2013 did not have any
impact on these consolidated financial statements:

- Amendment to IFRS 7 — Offsetting of financial assets and liabilities

- Amendment to IAS 19 (2011) — Employee benefits

- Amendments to IAS 12 — Deferred tax: Recovery of Underlying Assets

- IFRS 10 Consolidated Financial Statements and revised IAS 27 (2011) Separate Financial
Statements

- IFRS 11 Joint Arrangements

- IFRS 12 Disclosure of Interests in Other Entities

- Amendments to IAS 1 Presentation of Financial Statements: Presentation of ltems of Other
Comprehensive Income

New standards and interpretations not yet adopted

The following new Standards and Interpretations are not yet effective for the annual period
ended 31 December 2013 and have not been applied in preparing these financial statements:
Amendments to IFRS 10, IFRS 12 and IAS 27 — Investment Entities (effective for annual
periods beginning on or after | January 2014; to be applied retrospectively subject to
transitional provisions);

Amendments to IAS 19 — Defined Benefit Plans: Employee Contributions (effective for annual
periods beginning on or after 1 July 2014: the amendments apply retrospectively);

Amendments to IAS 36 — Recoverable Amount Disclosures for Non-Financial Assets (effective
for annual periods beginning on or after 1 J anuary 2014; to be applied retrospectively)

Amendments to IAS 39 — Novation of Derivatives and Continuation of Hedge Accounting
(effective for annual periods beginning on or after 1 J anuary 2014; to be applied retrospectively

IFRS 9 Financial Instruments (Effective for annual periods beginning on or after | January
2018; to be applied prospectively).
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3. FINANCIAL INSTRUMENTS

Loans and Loans and
receivables receivables
2013 2012

Financial assets

Cash and cash equivalents $ 49,668 $ 63,668
Amounts due from funding parties $ 1,811 $ 3.259
Accrued income receivable 8 139 $ 193
Loan receivable $ - $ 69
$ 51,618 $ 67,189

Uther Uther

liabilities liabilities
2013 2012

Financial liabilities

Accounts payable kS 1,554 $ 2,720
Grants payable to institutes b 1,770 $ 3,007
$ 3,324 $ 57

Management of risk is an essential element of the ISTC’s operations. Due to the non-trading nature
of the activities of the ISTC, the organization is not exposed to a high degree of financial risk, as
disclosed below:

Credit risk

Credit risk arises when one party to a financial obligation may fail to discharge an obligation and
cause the other party to incur a financial loss. The maximum potential exposure to credit risk of
ISTC as at 31 December 2013 and 31 December 2012 is represented by the carrying amounts of
financial assets as disclosed above (see also Note 5 for the geographical split of amounts due from
funding parties and Note 7 for the details on loan receivable). However, given the nature of the
ISTC funding providers, at the reporting date there is no direct exposure to credit risk, while as at
31 December 2012 it arose only from loan receivable, which showed no indications of impairment.

Liguidity risk

Liquidity risk is the risk that ISTC will encounter difficulty in meeting the obligations associated
with its financial liabilities that are settled by delivering cash or another financial asset. ISTC’s
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses, and maintain net working capital surplus. Practically all of ISTCs
financial assets are formed of cash and cash equivalents that are available on demand; net working
capital surplus is $ 48,521 thousand as at 31 December 2013 (2012 - $ 61,660 thousand). All
carrying amounts of the financial liabilities as at 31 December 2013 and 31 December 2012 agree
with the respective value of the contractual cash flows and the contractual maturities do not exceed
6 months.
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Currency risk

The notional amounts of financial assets and liabilities denominated in foreign currencies were as

follows as at the reporting date:

EUR RUB USD Total
Financial assets as of 31 December 2013
Cash and cash equivalents $§ 5178 $ 15 8 44475 $ 49668
Amounts due from funding parties $ 370 § - § 1441 § 1811
Accrued income receivable 3 - $ - $ 139 % 139
$§ 5548 $ 15 § 46055 $ 51618
EUR RUB USD Total
Financial liabilities as of 31 December 2013
Accounts payable 3 14 § 321 § 1219 § 1554
Grants payable to institutes $ B - $§ 1770 8§ 1770
$ 14 $ 321 § 2989 § 3324
Net currency position as of 31 December 2013 $ 5534 8 (306) § 43066

A 10 percent weakening (strengthening) of the U.S. dollar against EUR at 31 December 2013
would have increased (decreased) excess of revenues over expenses and capital contributions by
$ 553 thousand. This analysis assumes that all other variables remain constant.

EUR RUB USD Total
Financial assets as of 31 December 2012
Cash and cash equivalents $ 4003 $§ 91 S 59574 $ 63668
Amounts due from funding parties $ 2190 s - § 1069 § 3259
Accrued income receivable $ - $ - $ 193 § 193
Loan receivable $ - § 69 § - 3 69
$§ 6193 § 160 $ 60836 $ 67189
EUR RUB USD Total
Financial liabilities as of 31 December 2012
Accounts payable b I33. 3 341 § 2241 § 2720
Grants payable 1o institutes p - - $§ 3007 § 3 007
3 i38. 3 341 § 5248 § 5727
Net currency position as of 31 December 2012 5 6055 §(181) $ 55588
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A 10 percent weakening (strengthening) of the U.S. dollar against EUR at 31 December 2012
would have increased (decreased) excess of revenues over expenses by $ 606 thousand. This
analysis assumes that all other variables remain constant.

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect the value of the
financial instruments. ISTC manages interest rate risks by entering into deposit and current account
agreements with interest rates that do not significantly differ from market rates. At the reporting
date the only interest bearing assets of ISTC were term deposits and investments in currency fund
of § 37,941 thousand (2012: $55,422 thousand).

Capital management

The capital of the ISTC is represented by the net assets attributable to funding parties. The ISTC's
objectives in managing capital are to safeguard the assets of the funding parties to enable the ISTC
to continue as a going concern and enable the future funding of project expenditure.

All significant capital decisions such as project funding, transfers of capital, investment of capital
and returns of capital to funding parties, require approval by the funding parties at six-monthly
meetings of the governing board or otherwise. The management of the ISTC after receiving funds
from the parties takes care to manage the Parties funds and minimise various risks with the Banks
that are chosen to keep these funds and as such these funds are managed on a regular
weekly/monthly basis in terms of operational and liquidity requirements.

Fair values

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date in the principal, or in its
absence, the most advantageous market to which ISTC has access at that date. The fair value of a
liability reflects its non-performance risk.

When measuring the fair value of an asset or a liability, ISTC uses market observable data as far as
possible. Fair values are categorised into different levels in a fair value hierarchy based on the
inputs used in the valuation techniques as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (i.. as prices) or indirectly (i.e. derived from prices).

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

If the inputs used to measure the fair value of an asset or a liability might be categorised in different
levels of the fair value hierarchy, the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

ISTC recognizes transfers between levels of the fair value hierarchy at the end of the reporting
period during which the change has occurred.
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ISTC has performed an assessment of its financial instruments, as required by IFRS 7 Financial
Instruments: Disclosures, to determine whether it is practicable within the constraints of timeliness
and cost to determine their fair values with sufficient reliability. The estimated fair values of all
other financial assets and liabilities are calculated using discounted cash flow techniques based on
estimated future cash flows and discount rates for a similar instrument at the reporting date.

Due to the short-term nature of ISTC financial assets and liabilities, the estimated fair values of all

financial instruments of ISTC approximate their carrying amounts as at 31 December 2013 and
2012 and are classified to Level 3 in fair value hierarchy.

. CASH AND CASH EQUIVALENTS

Cash and cash equivalents are made up of the following amounts:

2013 2012

Cash and short-term deposits $ 44,235 § 53.246
Investments in currency fund 5,433 10,422
$ 49,668 S 63.668

Both as at 31 December 2013 and 31 December 2012 cash and cash equivalents are placed in
Russian and foreign banks in approximately equal proportions. Interest rates earned on interest
bearing deposits are in line with market rates prevailing in the countries of placement.

- AMOUNTS DUE FROM FUNDING PARTIES

Amounts due from funding parties at December 31 were as follows:

2013 2012

Due within one year
European Union - 2108
Japan 7 -
Canada a i
Norway & 5
United States - -
South Korea “ "
Other funding parties 1 530 996
$ 1530 $ 3104

Due after one year

Japan “ -
Canada - &
United States - -
Other funding parties 281 155
$ 281 $ 155
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6. OTHER RECEIVABLES

2013 2012
Prepayments 433 161
$ 433 § 161

7. LOAN RECEIVABLE

During the year ended December 31, 2003, ISTC acquired a bank note in the amount of 10,328
thousand rubles ($351 thousand) maturing on July 1, 2004 as part of its agreement with FSUE Red
Star (the landlords) to relocate to and renovate the currently rented premises. ISTC repaid the bank
note and assumed a loan receivable of 10,000 thousand rubles ($343 thousand) from FSUE Red
Star. The loan was interest-free and was repayable by 31 December 2013 based on the repayvment
schedule agreed in 2012 (the loan was overdue based on original maturity as at 31 December 2011
and therefore classified short-term). The loan was fully repaid in 2013.
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8. OTHER INCOME

Other income during 2013 and 2012 consisted of the following;

2013 2012

VAT $ 598 5 -
Net foreign exchange gain $ 182 $ 105
Other 3 19 § 197
$ 799 § 302

Agreement on the recovery of VAT paid during the period from | January 2001 to 1 August 2007
was reached with the authorities in 2008, During 2013, VAT recovery of $598 thousand was
received. (2012 - $0 thousand)

The Parties have agreed that VAT recoveries should be repaid to the individual funding bodies
when received. As a consequence, the VAT receipts have been allocated to each funding body in

proportion to their funding of the annual agreed AOB budget for each period of the VAT recovery,
as follows:

2013 2012
Canada $ 76 § -
European Union 136 -
Japan 59 -
United States 293 -
Norway i3 -
South Korea 14 -
Other parties i -
Total ’s 398 § -

9. OTHER EXPENSES

Other expenses during 2013 and 2012 consisted of the following:
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2013 2012
Other expenses
Net foreign exchange loss § 35 $§ -
Oher $ an $ (3%
$ (32 $ (38

PROJECT EXPENSES

Project expenses charged to the statements of revenues and expenses during each year ended

December 31 since inception are as follows:

2013 $ 13,544
2012 18,111
2011 30,927
2010 39,307
2009 45,992
2008 57,158
2007 66,002
2006 67,454
2005 72,476
2004 77,102
2003 15,715
2002 68,215
2001 52,690
2000 43,923
1999 36,039
1998 33,320
1997 31,029
1996 28,459
1995 22,001
1994 1,765
Cumulative project expenses incurred

as of December 31, 2013 $ 881,229
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10. PROJECT EXPENSES (continued)

Cumulative project expenses amounting to $881.229 thousand (2012 - 867.685 thousand) reflect
actual expenses incurred on ongoing projects and completed projects. Such expenses consisted of

the following in 2013 and 2012:

2013 2012
Grants to scientists 5 6,237 £ 10,166
Equipment 1,364 2,061
Other project costs 5.943 5,884
§ 13,544 $ 18111
11. OPERATING EXPENSES
Operating expenses incurred during 2013 and 2012 consisted of the following:
2013 2012
Administrative budget
Personnel $ 3152 $§ 4080
Center operations 682 I 100
Center facilities and equipment 145 201
Information and branch offices 69 84
$ 4048 $ 5465
2013 2012
Supplemental budget
Training $ 15 § 214
Seminars 893 2,784
Management information systems 39 35
Expert participation
United States 1.414 2,254
European Union 1,103 890
Canada 5 545
Japan 317 396
South Korea 102 192
Russia 12 16
$ 3,900 $ 7,346

Page 24 of 27



LTJO 5T 28ey

P
o

‘srosuody

43 JO S[RAd] Suipuny s uo paseq SUNOE O[] sarued Buipuny ayy 03 pajeooje U2aq 9ARY JudA oYy FuLnp Bursue sasusdxo JO $590X2 Ul sonuaAal [y

0SL 1 YT § OrcL) § (resns 666 $ OPE L § L8y $ 11181 $
SEL (1) (18¥) § (88€¢6) § 9¢1 18% . 88¢ ¢ sanped Jo4)0)
ra - bLz) {osg) ¢ zl pLC 0l 0S¢ BAI0Y Inog
9] C (z89) ¢ - g L 789 6 - Kemion
208 0z T § (860 2) $ 196 by € i 860 £ SIS pajtuy)
0z - (s19) 8 (zs6) ¢ 09 519 09 zS6 uedep
18¢ ovl (sL6) % (60 § 111 L6 121 6 T uotup) ueadoansg
vLE 9% § (LL8) ¢ (18¢1) § 4§ I X L8 8 99 8 I18€1 § epruR)

Tz

976 1 L9L (006 ¢) § s e s §19 § 006€ § S § rrS €l §
69 (12) (ko) ¢ (119 § 06 779 2 s soned 100
8¢ vl (691) (or1) €1 691 I opl E2I0Y (NS
4% €l (831) ¢ = B £ 881 9 - AeMIoN
Lv6 1€ (899 1) $ (0199 § SLE 899 | 192 0199 SIS panug)
081 19 (o) ¢ (659) ¢ 0 16 69 65¢ usder
TS s (ce)  $ (c68) ¥8 €€L Lzl 68 uotury ueadoing
8Tl 8L % 62) ¢ (cz) 8 - 67 $ 0§ (34 J N epeUE))

£10¢
_Eo._. Hmengxmu mum:@&yﬁ mMmzumxm QEDDE mu::ubvx maﬁcu}u.ﬁ wﬂ::ﬂrux
2woou| 108 png 1afol JuaunsaAU] 12dpng 128png 1afoig
IO 19N jepuswepddng fpwawaiddng  wwpy 1oN

“SM0]j0} se saned Fuipuny o1y 0} Pa1EIO[[R U2aq daRY J8ak ay) Surnp sasuadxs Jo ssaoNe Ul SaNUAADE A1 [,

NOLLVINHOANI ALUVd ONIANNA

€107 ‘1€ 49qUIddI( papud JeaA on) a0y

JUDWIRIRIS [RIDURULY 9] 0] SAJON
HHLNTD ADOTONHIUL ANV ADNHIDS TYNOLLYNIALNI

K4



13.

14,

16.

17.

INTERNATIONAL SCIENCE AND TECHNOLOGY
CENTER

Notes to the Financial Statement
For the year ended December 31, 2013

AMOUNTS RECEIVED FROM FUNDING PARTIES
Amounts received during the year from the funding parties have either been recorded against

accounts receivable or directly against the parties’ capital contributions accounts. Such amounts
received, less transfer of funds back to funding parties, during 2013 and 2012 were as follows:

2013 2012
European Union $ 4,313 £ -
Japan 1,181 1,258
United States 3.274 6,193
Norway - 257
South Korea 617 203
Canada (4,862) -
Other parties 3,947 2.53
$ 8,470 $ 10,441

During 2012 ISTC received verbal notification of Canada's intention to withdraw from the ISTC
agreement. The withdrawal was finalized in 2013 and undesignated capital contributions of $ 4,862
thousand were transferred back to the Canadian funding party.

FINANCIAL COMMITMENTS
The funding parties have approved but not yet signed 16 (2012 - 6) projects with a total funding of

$3,839 thousand (2012 - $3,459 thousand) including €0 thousand; (2012 - €0 thousand)
denominated pledges at December 31, 2013 and 2012.

The agreements for projects unsigned as of December 31, 2013 are expected to be signed in 2014.

The Governing Board approved the 2014 Administrative Operating Budget ($3,421) and the 2014
Supplementary Operating Budget ($838) at its December 11, 2013 meeting. The budgets will be
funded by the various parties in a predetermined formula.

CONTINGENT LIABILITIES
There are no contingent liabilities to report in 2013. (2012 — None)
RELATED PARTIES

Other than the parties to the Agreement described in Note 1, there are no related parties. (2012 -
None) All transactions with related parties have been undertaken on arm’s length terms.

SUBSEQUENT EVENTS

The budget for 2014 was approved by the Governing Board in December 2014, against the
background of the Presidential Decree 534 and the subsequent MFA confirmation on allowing ISTC
to continue operations until the last current ISTC project has been completed and all necessary
projects related auditing, financial activities and closure have been carried out by mid 2015.
Additionally, the declining workload for ISTC continues, as a result of a decrease in financial
means, has had a consequential effect on the 2014 budget for the Moscow office.
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17. SUBSEQUENT EVENTS (CONTINUED)

For the first time the Secretariat presented a split budget between Moscow and Astana to better
reflect the likely expenses between the closing down office in Moscow and new to be opened office
in Astana. The Board however has given the Secretariat the flexibility to work within the two
budgets as required. Therefore, the 2014 budget provides for decreases in all Moscow budget line
items, including a further reduction in the total ISTC staff numbers, which continues to be subject to
discussions among the parties and the Executive Director.

As for the Astana side of the budget this takes into account the planned and approved staffing of the
new office and the set up costs. It is envisioned that the Astana office will become operation by
mid-2014.

Since November 2013 Canada has withdrawn from the ISTC Agreement, however, the remaining
CIS Countries along with Georgia have expressed their strong desire that ISTC continues and
support the move of the ISTC Headquarters to Astana, Kazakhstan. Currently the formalities of
planning for the change of Head Office status are ongoing and the official agreements of the ISTC
are being changed and updated to reflect the future ISTC situation. A Continuation Agreement has
been drafted and all stakeholders have reviewed this draft with the intention to have a final draft
signed off at the June 2014 Governing Board (GB) and for each ISTC Partner Country to then ratify
the Continuation Agreement accordingly. The ISTC already has a premises and agreement to set up
its office in Astana and work is currently underway for final renovations and fit-out as well as steps
being taken for the hiring of new Kazakh staff,

Planning for a Moscow office liquidation team to wind down the Russian Federation Office
operations has already started and the official liquidation decision by the GB is likely to be taken
and become into effect from 01 June 2014. The Parties are being kept informed of Russian
Federation project closure progress and staffing reductions. All termination costs reasonably known
and committed as at 31 December 2013 have been accrued in these financial statements.

Work continues on the equipment title transfer and write off and good progress has been made with
Rosatom Institutes. The GB has expressed concern however to Rosatom and the Russ ian Federation
on the lack of progress on non-Rosatom Institutes and formal letters have been sent seeking further
cooperation and assistance to resolve these issues and Rosatom has indicated willin gness to assist in
this matter later in 2014,

As has been noted in these Financial Statements the outstanding loan of Redstar has now been paid
off as at the end of 2013.

The Issue of the Parties investment into the Krasnoproletarska 32-24 building and the Parties
request to the Russian Federation to the return of the investment made by the ISTC and its Funding
Parties in renovating the building at the Krasnoproletarska Street, Moscow office premises
continues and the Parties and the Governing board have agreed to escalate this issue to higher
Government Authorities and individuals. The amount of the investment totals US$4.5 million and
the ISTC claim is still under question by Rosatom and related Government Authorities. No
receivables have been recognized with respect to these amounts as at 31 December 2013.

There are no other events subsequent to 31 December 2013 that require disclosures in these
financial statements.

Page 27 of 27



INTERNATIONAL SCIENCE AND TECHNOLOGY
CENTER

Notes to the Financial Statement
For the year ended December 31, 2013

Page 28 of 27



TP wmg %J ;

%t wh wsn ww nigl SR i S IOBL K| JOLT SHLUSIETSERD ENT PRDSLISIUN
i;!iie:&gf;is
it e S s ey 20
fem Jayr) SR Rpes peseLon jo Hebaibly
41 . a2 i i) )
upne g )
by s
221 ot il ¥l e i1
s CORREGL, I} Sk 15
5 i i senuatig i or
o) onsanas gy L
(4 3 T GRSA 1o i T
LH] vt Z 65 2 vl g o
A pue AT LGS
_.ﬁ &, d§| [eTen) F53
o5 lipng mpseusing 10
¥ oM AT e
(R
Saslads o) stp) orassnas WBpng Aimueusiddng jo sueiasnly
[Fi] Bis T ol lglxligﬂwﬁﬁwm
abipng g sessipy i3
i 9900 Bt
oo
sasuades 0) sp] s abpng o iy
S % B =
% 55 ¥ BpRIL 1) o
LA yetipag 30
o R
@ i - sasbey ity awn
142 plw g) 1tipng PV j0 boneTipopag
i apei 13|
zt) ] % el 4O i-d
Adll 51 ot gy sigeat0as pignog
o5t e [LEEs]
ar oz o8¢ or naz T K] o
{umensnipe 1) P Ll PO P solag Was) OO
“[epsease
Ring S o | T
Aol W3
SRS Shanoy TR BOEPERT TR Heeny Ty juang pua Pt e aoueme i Busrges s {ipaun) rere ueihionag pue wnosxy RETT
Supsany Eugyany Gugeiodg | pusnguoy ey RN polsd i Aty|  Quswemis | possdpmuns pousdsouduiay | pewmmen
Blaesby) oup Bugsausy | prewosy rejund) | gy s 1sesy
aasoyey e yehs swosn | powed dopd =
i ) Bugmse R SMRRT Y ]
PR vwony i Sumowsing e Uy
agn s
Joug jo wiiy
Trasagimeeasg Tipardimaea Tiaisinaeg
ey hayd yeen A g pRueey P KM G e {uopses wag i poduosap v Kue epniu) ey
SR POLISG-J0-PUxd KM D) 8 J6LID 10 JOU 1) SIS W) 'FRTE oA POLIS- - e 104K B U) FOLIS PASRLIIZN
E Tnm W g siepint Biamdo of At o) Jou PInovs suon ') papBis Josm s yop oy
iltoﬁi%!gflﬂtﬁﬁ.gt&;%ﬁai?!ﬁ
P potiag] Jasing i pairiting A3 Gusesssy
ok e o aoeduy

TSR oy ¥ U0 JEPIE AfY 0 pasn posaly

[RIESNOU (1S1) 61 Bam0YS Sjunoiny:
E107 Joquiadagy 1 papus suad soy
aaaaa IS MY Pa13asiensy jo Ovarung



