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IMPORTANT INFORMATION ABOUT THIS REGISTRATION DOCUMENT

This Registration Document has been prepared for the purpose of providing information with regards to the
Company and does not constitute or form part of any offer or invitation to sell or issue, or any solicitation of
any offer to purchase or subscribe for, any securities of the Company nor shall it or any part of it nor the fact
of its distribution form the basis of, or be relied on in connection with, any contract commitment or investment
decision in relation thereto nor does it constitute a recommendation regarding the securities of the Company.

Any securities referred to in this Registration Document have not been, and will not be, registered under the
U.S. Securities Act of 1933 (the “Securities Act”) or with any securities regulatory authority of any state of the
United States, and may not be offered or sold in the United States absent registration under the Securities Act
except to qualified institutional buyers as defined in Rule 144A under the Securities Act or pursuant to another
exemption from, or in transactions not subject to, the registration requirements of the Securities Act. Any
securities referred to in this Registration Document have not been and will not be registered under the
applicable securities law of Canada, Australia, South Africa or Japan and, subject to certain exceptions, may
not be offered or sold within Canada, Australia, South Africa or Japan or to any national, resident or citizen of
Canada, Australia, South Africa or Japan.

The distribution of this Registration Document in certain jurisdictions may be restricted by law. Other than in
the United Kingdom, no action has been taken or will be taken to permit the possession or distribution of this
Registration Document in any jurisdiction where action for that purpose may be required or where doing so is
restricted by law. In the United States, you may not distribute this Registration Document or make copies of it
without the Company’s prior written consent other than to people you have retained to advise you in connection
with this Registration Document, or persons reasonably believed by the Company to be qualified institutional
buyers. Accordingly, neither this Registration Document nor any advertisement nor any offering material may
be distributed or published in any jurisdiction, other than in the United Kingdom, except under circumstances
that will result in compliance with any applicable laws and regulations. Persons into whose possession this
Registration Document comes should inform themselves about and observe any such restrictions. Any failure to
comply with such restrictions may constitute a violation of the securities laws of any such jurisdiction.

This Registration Document speaks as of the date hereof.

The Company accepts responsibility for the information provided in this Registration Document. Having taken
all reasonable care to ensure that such is the case, the Company declares, to the best of its knowledge, that the
information in this Registration Document is in accordance with the facts and contains no omission likely to
affect its import.

The contents of the Group’s websites do not form any part of this Registration Document.

This Registration Document should be read in its entirety. In particular, see “Risk Factors” for a discussion of
certain risks relating to the Company and its subsidiaries.
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RISK FACTORS

The risks described below, individually or together, could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects. The risks described below are not the only
risks the Group faces. The Company has described the risks it considers to be material, but there may be
additional risks that the Company considers immaterial as at the date of this Registration Document or of
which it is currently unaware, and any of these risks could have the effect set forth above.

Risks Relating to the Group’s Business and Industry
Risks Relating to Demand and Competition

The Group’s results depend on general economic conditions and changes in disposable income and
consumer spending

As substantially all of the Group’s revenue is derived from Russia, purchases of the Group’s merchandise are
dependent upon consumer discretionary income and consumer spending in Russia, and financial performance of
the Group is sensitive to changes in macroeconomic conditions and other factors that affect consumer spending
in Russia. These consumer spending habits are affected by, among other things, levels of employment, salaries
and wage rates, personal disposable incomes, consumer confidence and consumer perception of economic
conditions, inflation, prevailing interest rates, income tax rates, consumer savings and debt levels, housing and
utilities costs, the availability of consumer credit, seasonal weather patterns and other changes in weather,
including anomalous weather conditions, changes in demographic profiles and consumers’ aspirations. Such
factors could reduce overall consumer spending or cause customers to shift their spending to products other
than those sold by the Group or to products sold by the Group that are less profitable than other product
choices, all of which could result in lower net sales, decreases in inventory turnover or a reduction in
profitability due to lower margins. The Group has limited or no ability to control many of these factors.

An economic slowdown in Russia has had, and may continue to have, a significant negative effect on consumer
spending in Russia. Russia’s economy has been facing significant challenges for the past few years due to the
combined effect of the ongoing crisis in Eastern Ukraine, the deterioration of Russia’s relationships with many
Western countries, the economic and financial sanctions imposed in connection with these events on certain
Russian companies and individuals, as well as against entire sectors of Russian economy, by the U.S., EU,
Canada and other countries, a steep decline in oil prices, a record weakening of the Russian Rouble, a lack of
access to financing for Russian issuers, capital flight and a general climate of political and economic
uncertainty, among other factors. All of these factors contributed to the contraction of the Russian economy, a
significant decrease in the real disposable income and the population’s purchasing power and consumer
confidence, as well as high levels of inflation. Although the Russian economy saw some level of stabilisation
since 2016, including in the levels of inflation and household consumption, the outbreak of the COVID-19
strain of coronavirus and associated responses from various countries around the world in 2020 have negatively
affected economies and consumer demand across the globe (including Russia and neighbouring countries) and
across industries, and potentially may cause a prolonged global recession. Despite the overall consumer
spending decrease during the times of economic slowdown, the Russian variety value retail market
demonstrated a sustainable growth rate since 2014 as a result of a continued structural shift in consumer
behaviour towards value. However, no assurance can be given that this trend will continue going forward and
that the value retail segment will withstand any adverse economic consequences if the Russian economy faces
new challenges. In particular, no assurance can be given that in case of any future economic slowdown, there
will not be a decrease in higher margin “impulse purchases” or discretionary purchases generally that also
affects the variety value retail market in Russia.

The Group believes that its pricing policy has allowed it generally to benefit in the recessionary economic
environment, most recently, during the COVID-19 pandemic, as demonstrated by its double-digit quarterly like-
for-like sales growth in 2020 and annual like-for-like sales growth rate of 15.8% in 2020. However, any
decrease in consumer purchasing power, for the reasons described above or any other reason, could result in
decreased consumer spending or demand for the Group’s products, which in turn could have a material adverse
effect on the Group’s business, financial condition, results of operations and prospects.

Global economic conditions and uncertainties, the impact of recessions and the potential for failures or
realignments of financial institutions and the related impact on available credit may also impact the Group’s
suppliers, landlords, service providers and other partners in ways that would adversely affect the Group’s
business and results of operations, including, for example, supplier plant closures or increases in costs of
merchandise.



There is no assurance that the COVID-19 pandemic will continue to have the same overall net positive effect
on the Group’s results in the future or that the measures implemented to contain or mitigate the spread of
the virus would not have a material adverse impact on the operations and financial results of the Group

COVID-19 was first reported in December 2019 and has subsequently spread throughout the world to
geographies in which the Group operates. On 30 January 2020, the World Health Organisation (the “WHQO”)
declared COVID-19 a public health emergency of international concern and on 11 March 2020, the WHO
declared the outbreak a pandemic. Governmental authorities around the world have implemented measures to
reduce the spread of COVID-19, including bans on international travel, cancellation of major events, shutdowns
and “shelter-in-place” orders suggested or mandated by governmental authorities or otherwise elected by
companies as a preventive measure. These measures have negatively impacted consumer spending and business
activity, and have significantly contributed to deteriorating macroeconomic conditions and higher
unemployment in many countries, including Russia and neighbouring countries. One immediate effect of the
coronavirus outbreak was a substantial plunge in the price of crude oil due to a significant decline in demand as
a result of extended factory shutdowns and a fall in air travel and road transportation. In addition, the
Organisation of the Petroleum Exporting Countries (OPEC) and Russia attempted, but failed, to reach an
agreement to cut oil production, which resulted in crude prices plummeting further. Following the news, oil
prices fell 10.1% to end at US$ 41.28 per barrel on the day the proposed OPEC-Russia deal failed to be
reached, and have subsequently declined even further to around US$ 30 per barrel of Brent crude oil (from
over US$ 65 at the beginning of 2020). As a result of volatility on the financial markets, the Russian Rouble
significantly and abruptly depreciated against the U.S. Dollar and Euro (the decline against the U.S. Dollar, for
instance, constituted 23% compared to the exchange rate as of 1 January 2020, and 17% in March 2020, as of
the end of the month), and this volatile exchange rate environment has continued to prevail.

On 25 March 2020, the Russian Government introduced a number of recommendations and restrictions,
including declaring a “period of non-working days”, which limited business activity from 30 March 2020 to
3 April 2020 and was subsequently extended to 11 May 2020, as well as other restrictions on the movement of
citizens and a limitation on most commercial activities. These restrictions differed in scope across various
regions of Russia and were subject to change, resulting in the frequent strengthening and relaxation of such
restrictions in different regions. As a result of the Russian Government’s imposed “period of non-working
days” and social distancing measures introduced across the country, some businesses continued to operate with
all or most of their employees working from home, while many others ceased operating or began operating in
very limited capacities. Accordingly, this period significantly impacted household and business activity, as well
as consumer and business spending in Russia, where the Group predominantly operates.

The overwhelming majority of the Group’s stores and all of its distribution centres have continued to operate as
an essential business during the COVID-19 pandemic, and the Group committed to maintaining a safe work
and shopping environment. During the pandemic, the Group temporarily closed 28 stores in Russia,
representing less than 1% of the total store count, which reopened within three months from their closing.
These were mostly the stores located in shopping malls and shopping markets, which suspended operations
either to meet regulatory requirements aimed at limiting the spread of COVID-19 or because the operation at
that time was not economically viable for them. While some of the Group’s Chinese suppliers suspended
operations for a short period of time (which also overlapped with the Chinese New Year period when supplies
from China generally stop coming), the Group did not experience any significant supply chain disruptions or
product availability issues. This was primarily the result of having most of its product deliveries for the first
and, to some extent, the second quarters of 2020 from its Chinese suppliers satisfied prior to the outbreak of
COVID-19 in China and the ability of the Group’s suppliers, including domestic supplies, to continue deliveries
in April-May 2020 after the most disruptive stage of COVID-19 infections to date.

The Group experienced volatility in sales during March-April of 2020 as store traffic and consumer demand
significantly decreased as a result of consumers’ initial reaction to the COVID-19 pandemic in connection with
the implementation of social distancing measures, while the average ticket increased as customers stocked up
on products in light of the COVID-19 related restrictions. To address the reduction in traffic, the Group worked
quickly to reassure customers that its stores remained open and that the Group carried essential products at the
lowest prices and advertised its heightened store safety protocols in response to the pandemic. The Group also
expanded its existing range of stock keeping units (“SKUs”) by approximately 60 COVID-19 related SKUs in
approximately two weeks from the start of the lockdown in Moscow and secured on-shelf availability of
essential goods, including face masks, sanitisers and other necessities, all supported by promptly adjusted
marketing campaigns focused on promotion of this type of merchandise. While the Group saw a temporary
decrease in like-for-like sales growth in April 2020 as a result of the decrease in traffic at the initial stages of
the COVID-19 related restrictive measures, the Group’s like-for-like sales demonstrated a double-digit growth



in each quarter of 2020 as the Group responded to changing consumer needs and benefited from increased
consumer spending, despite the fact that like-for-like traffic performance remained subdued for most part of
2020.

The Group incurred additional selling, general and administrative expenses during the year ended 31 December
2020 relating to the cost of operating the Group’s stores and distribution centres, including the costs associated
with enhanced cleaning protocols and personal protection equipment, as well as additional bonuses and
COVID-19 related financial assistance. This increase, however, was offset by a positive impact on margins that
the Group achieved as a result of a slight shift in demand during the second quarter of 2020 towards more
marginal non-food products and optimisation of certain operating expenses. In addition, the Group believes that
the adverse impact of COVID-19 on the commercial real estate market has provided the Group with additional
negotiation leverage to secure better lease terms from landlords. As a result, the Group was able to renegotiate
more favourable rental rates for approximately 85% of its leases, which contributed to a decrease in the
IAS 17-Based Operating Lease Expenses and amortisation of right-of-use assets, each as a percentage of
revenue, in the year ended 31 December 2020, as compared to the year ended 31 December 2019. These
factors contributed to the decrease in the overall selling, general and administrative expenses of the Group as a
percentage of its revenue. In addition, while in the second quarter of 2020 the Group took a more selective
approach to new store development, the Group continued opening new stores despite COVID-19 and
accelerated store roll-out in the second half of 2020 as new opportunities emerged on the commercial real
estate market. The Group had a total of 655 net store openings, including stores operated by the Group and
franchise stores, in 2020 as compared to 571 net store openings, including stores operated by the Group and
franchise stores, in 2019.

Although the Group has not experienced any material adverse effect on its business as a result of the
COVID-19 pandemic to date, with the overall impact of the COVID-19 outbreak on the Group resulting in a
net positive effect on its results, there can be no assurance that the COVID-19 will continue to have the same
effect going forward. In addition, despite the steps the Group has taken to ensure its operations comply with
applicable COVID-19 related safety and sanitary regulations, there is no assurance that any non-compliance
with such regulations on behalf of the Group, its in-store personnel or customers will not result in
administrative sanctions, including fines or store closures. COVID-19 has had and continues to have adverse
repercussions across regional and global economies and financial markets that adversely affect the geographies
in which the Group operates, including Russia and neighbouring countries. For example, in October and
November 2020, to address a “second wave” of COVID-19, Russian authorities began reinstating certain social
distancing and work-at-home orders throughout the country. While governments around the world have taken
steps to attempt to mitigate some of the more severe anticipated economic consequences of COVID-19,
including through the launch of vaccination programmes, there can be no assurance that such steps will be
effective or achieve their desired results in a timely fashion. The impacts of the COVID-19 pandemic and
public health measures discussed above may change and in some cases, the impacts of the pandemic may
worsen and more stringent measures may be introduced if infections increase. In addition, the Group cannot
predict the impact that COVID-19 will have on its customers, suppliers, landlords and other business partners,
and their respective financial condition, and any significant negative impact on these parties could materially
and adversely impact the Group. Any potential impact to the Group’s results will depend to a large extent on
future developments and new information that may emerge regarding the duration and severity of the
coronavirus and the actions taken by authorities and other entities to contain the coronavirus or treat its impact,
all of which are beyond the Group’s control. These potential impacts, while uncertain, could harm the Group’s
business and materially adversely affect the Group’s operating results.

There is still significant uncertainty relating to the severity of the near- and long-term adverse impact of the
COVID-19 pandemic on the global economy, global financial markets, the Russian economy and the economies
of the geographies in which the Group operates, and the Group may not be able to accurately predict the near-
term or long-term impact of the COVID-19 pandemic on the Group’s business, financial condition and results
of operations. In addition, there is still significant uncertainty relating to the near-term and long-term impact of
the COVID-19 pandemic on the overall retail market and the variety value retail market that the Group operates
in. It is possible that the current COVID-19 pandemic may cause a prolonged global economic crisis or
recession, which could have a negative impact on the Russian economy in general and the Group’s industry and
business in particular. To the extent the COVID-19 pandemic adversely affects the Group’s business and
financial results, it may also have the effect of heightening many of the other risks described in this “Risk
Factors” section.



Failure to identify and satisfy customer preferences could adversely affect the Group’s business

The Group derives revenue from the sale of products that are subject to changing customer demand. As a
multi-category variety value retailer, the Group’s success depends, in part, on its ability to predict and respond
to changing customer demands and preferences, and to translate market trends into appropriate, saleable
merchandise offerings. Customer demand for the Group’s variety value retail format and product assortment is
directly affected by consumer trends, needs and preferences. Consumer preferences in the markets in which the
Group operates or intends to operate may cease to favour the Group’s store format or the products offered by
the Group, for example, as a result of changes in lifestyle and dietary preferences or as a result of national or
regional economic conditions. Similarly, local conditions may cause customer preferences to vary from region
to region as the Group continues to expand into new geographies. As a result of changes in customer
preferences, traffic in stores of the Group may decrease (or increase more slowly than in the past or as
anticipated), the average ticket at stores of the Group may decrease and inventory may build up. If the Group is
unable to identify and adapt to changes in customer preferences swiftly, the Group’s revenue and profitability
may decline, which in turn would have a material adverse effect on the Group’s business, financial condition,
results of operations and prospects.

Expanding product offerings may expose the Group to new challenges and more risks

The Group strives to offer its customers a wide range of products that are responsive to evolving customer
needs and provide them with a treasure hunt shopping experience by frequently changing SKUs and product
assortment. Offering new SKUs, expanding into diverse new product categories and increasing the number of
products and SKUs involves new risks and challenges. The Group may misjudge customer demand as a result
of limited familiarity with these new categories or lack of relevant customer data relating to them, resulting in
inventory build-up and possible inventory write-down in relation to these new product categories. It may also
make it more difficult for the Group to inspect and control quality and ensure proper handling, storage and
delivery. The Group may experience higher return rates on new products, receive customer complaints about
them and face costly product liability claims related to its new products, which could harm the Group’s
reputation as well as its financial performance. Furthermore, there is no assurance that the Group will be able
to negotiate favourable terms with suppliers of new product categories. No assurance can be given by the
Group that it will be able to recoup its costs in introducing these new product categories.

Competition may affect the Group’s financial performance

The retail market in Russia is highly competitive and market players are constantly adjusting their promotional
activity and pricing strategies in response to changing conditions. The Group competes within the industry on
the basis of a combination of factors, including, among others, price, quality and assortment of merchandise,
customer experience, store location and the ability to identify and address new and emerging trends in customer
demands and preferences. The Group also competes with retailers for customers, store locations and personnel.
As a variety value retailer that offers a broad assortment of products, the Group competes with brick-and-
mortar retailers, including department stores, supermarkets and specialty stores and, to a lesser extent, online
retailers, across a variety of product categories and market segments. This competitive environment subjects the
Group to various risks, including the ability to provide quality, trend-right merchandise to the Group’s
customers at competitive prices that allow the Group to maintain its profitability. Because of its low price
model, the Group may have limited ability to increase prices in response to increased costs without losing
competitive position which may adversely affect the Group’s margins and financial performance.

According to the Oliver Wyman Report, the Group was estimated to account for 93% of the variety value retail
stores sales in Russia in 2019, with the second largest player estimated to account for less than 3%. The Group,
however, can give no assurance that in the future other value retailers currently present in the Russian market
will not gain a significant market share or that no significant new competitors will emerge. The Group may
face competitive pressure from future new entrants, and there can be no assurance that the Group will be able
to maintain its competitive position or continue to meet changes in the competitive environment. Some of the
Group’s current and future competitors may be able to secure more favourable store locations and sites, and
may have greater financial resources and/or economies of scale, as well as lower cost bases, which could
provide a competitive advantage. The Group’s competitors may also merge or form strategic partnerships,
which could increase competition for the Group. Any loss of market share by the Group could be permanent.

Despite the Group’s efforts to maintain its competitive pricing strategy, actions taken by the Group’s
competitors, such as undercutting or otherwise aggressive pricing strategies and retail sales methods, as well as
actions taken by the Group to maintain its competitiveness and reputation, have placed and will continue to
place pressure on its pricing strategy, revenue growth and profitability. While the Group believes that its
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business model is sufficiently unique in the Russian market giving it a substantial competitive advantage, there
is no assurance that the Group’s competitors will not seek to develop their business on the basis of a similar
model and that they will not be successful in such development, which could result in a reduction of any
competitive advantage or special appeal that the Group might possess. If competitors are able to gain or
leverage competitive advantages, or if the Group were to face any of the above types of competitive pressures,
the Group’s revenue, profitability and market share may decline, which could have a material adverse effect on
the Group’s business, financial condition, results of operations and prospects.

In recent years, Russian consumers have been increasingly using online platforms, including foreign retailers,
to do their shopping, mainly for price reasons and the typically wider assortment offered online. Based on the
analysis of industry publications, the Group believes that the variety value segment of retail market has
historically been among the segments least penetrated by the online channel due to the unique proposition and
business model, where the average transaction value, basket size and total SKU count are significantly lower
compared to other segments of the retail market. However, there is no assurance that in the future value
retailers will not shift their focus towards online offering in response to customer demand or other reasons. For
example, the COVID-19 pandemic has triggered some value retailers to launch pilot or develop existing online
sales channels. In response to the rapid development of the online market, even before the COVID-19 outbreak,
the Group implemented a click-and-collect option that allows customers to form their baskets online and collect
the purchase in the most convenient store of the Group. The Group believes that its proposition is materially
different to online retailers, in particular in terms of availability of stock, ability to check the stock quality
before purchase as well as lower prices on similar items, in particular given the delivery cost involved in online
shopping. There can be no assurance, however, of how customer preferences with respect to the online market
and the online market economics will evolve. In the event of an increasing need to develop its online shopping
channel to respond to market trends and developments where it will be economically viable for the Group to do
so, there is no assurance that the Group will be successful in expanding into online retail and if it is successful,
it may face new risks and challenges which could have a material adverse effect on the Group’s business,
financial condition, results of operations and prospects.

Risks Relating to the Group’s Strategy
The Group may not be successful in managing its growth and implementing its expansion plans

The Group has grown rapidly over the last few years. In 2020, 2019 and 2018, the Group recorded revenue of
RUB 190,059 million, RUB 142,880 million and RUB 108,724 million, respectively, and profit for the year of
RUB 17,575 million, RUB 13,173 million and RUB 9,128 million, respectively. During the same period the
Group’s retail chain increased from 2,477 stores as at 31 December 2017 to 4,167 stores as at 31 December
2020. The Group’s growth and financial results are dependent on both increases in sales in existing stores and
profitability of new stores. The Group will need to continue to relocate stores and expand its retail chain with
new profitable stores on a timely and cost-efficient basis, while continuing to maintain or increase sales and
profits at its existing stores. As part of its growth strategy, the Group intends to continue expanding operations
in Russia and abroad focusing on expansion in Belarus, Kazakhstan and Uzbekistan, where the Group currently
operates its own stores, and will also consider expanding opportunistically into other jurisdictions. In particular,
during 2021 and 2022 the Group targets to have approximately 700 and approximately 750 net store openings
in Russia and other geographies (including franchise stores), respectively. In 2023-2025, the Group targets to
have approximately 800 net store openings per year in Russia and other geographies (including franchise
stores). However, there can be no assurance that the Group will achieve its planned expansion targets. The
expansion of the Group’s business has, and will continue to, put pressure on its managerial, financial,
operational and other resources.

The Group has implemented a technology-based system for store opening and control over the existing stores.
All lease agreements of the Group are generally standardised and are monitored via the software developed by
the Group. However, despite a high degree of automation and standardisation, the Group’s ability to relocate
stores, open and operate profitable new stores and expand into additional areas depends on a number of factors,
some of which are beyond the Group’s control. These factors include, among others, the Group’s ability to
identify and properly assess suitable store locations with sufficiently high customer traffic and gather and
analyse demographic and market data regarding catchment areas, its ability to negotiate favourable lease
agreements, its ability to supply new stores with inventory in a timely manner and at a low cost, its ability to
sell merchandise at competitive prices in the new stores and the opening of competing stores near existing
stores or in locations identified as targets for new stores and ability to obtain planning consent for the use of
the stores on satisfactory terms with the local planning authorities or, in the case of subleases, superior landlord
consent. In addition, as the Group continues to grow, it may become more difficult to identify catchment areas



or locations for new stores. While the Group experienced healthy growth in sales densities of its mature stores
despite its rapid store expansion in the periods under review, there is no assurance that the risk that new stores
divert or adversely impact sales from existing stores will not increase. The Group’s growth plans also depend
on, among other things, economic conditions, availability of financing, absence of adverse changes in the
regulatory environment and cooperation of regional regulatory authorities. Despite all relevant efforts taken by
the Group, there can be no assurances as to its ability to relocate stores or open new stores, or the extent to
which such stores will become profitable.

The Group’s growth strategy may also place a significant strain on management, operational, financial and
other resources, which could cause the Group to operate its business less effectively and result in deterioration
in the financial performance of the Group’s existing store base. The Group makes and relies on certain
estimates as to profitability, market and other performance metrics, including estimates relating to like-for-like
growth and return on investment for its stores, in order to evaluate investments relating to the general business
strategy and the network of stores. For example, the Group analyses anticipated IAS 17-based store Adjusted
EBITDA, payback period and net present value (“NPV”) of potential new store locations in order to weigh the
attractiveness of a potential new location and then uses these estimates to judge and monitor the performance of
such new store going forward. While these estimates are based on the Group’s prior experience, such estimates
may prove to be incorrect or may be based on assumptions that prove to be incorrect and actual developments
may differ significantly from expectations, which could result in lower growth or unsuccessful new store
openings and difficulty in monitoring new store performance. The Group may not be able to manage store
growth or execute its growth strategy successfully, on a timely basis, or at all, which could have a material
adverse effect on the Group’s business, financial condition, results of operations and prospects.

In the future, the Group also intends to increase its distribution centre capacity in line with expansion of its
operations, including through the lease of new distribution centres and building its own distribution centres,
where the Group believes such construction is economically viable. To that end, the Group expects to expand
its distribution centre capacity by approximately 350 thousand sq. m. by 2025, including through the expansion
of space by approximately 250 thousand sq. m. and the replacement of approximately 100 thousand sq. m. of
the distribution centres’ space (not including approximately 10 thousand sq. m. increase in the leased space
targeted to be implemented over the same period). However, there is no assurance that the Group will be able
to efficiently manage the existing capacity and increase it in the future to satisfy the growing needs for
additional capacity as the Group expands its business operations as a result of a number of factors. In
particular, the Group may be unable to secure necessary premises and negotiate satisfactory lease terms for its
distribution centres. In addition, there is no assurance that the Group will be able to obtain required approvals
for commencing operations in the new distribution centres. Furthermore, there is no assurance that there will
not be any failures or delays on behalf of the Group’s contractors in the course of a construction process. Any
of these could have a material adverse effect on the Group’s business, financial condition, results of operations
and prospects.

The Group’s growth depends on its ability to drive like-for-like sales growth

The Group’s like-for-like sales growth is critical for the Group’s growth as the ability of existing stores to
increase same-store sales has a significant impact on the Group’s revenue and operational performance. While
during the periods under review the Group has consistently generated double-digit positive quarterly like-for-
like sales growth, there is no assurance that the Group will be able to continue to do so in the future. The
Group’s growth from existing stores is dependent upon its ability to increase sales. Increases in sales in existing
stores are dependent on factors such as overall consumer demand, location of stores, merchandise sourcing and
selection, pricing strategy, marketing efforts, store operations and customer satisfaction. If the Group fails to
realise its goals of successfully managing its store operations and increasing its customer retention, its sales
may not increase and its growth may be impacted adversely.

The Group may not be successful in continuing to expand its operations outside Russia

The Group believes that its track record and experience in the Russian retail market, as well as the track record
and experience of its franchisee partners who have been developing Fix Price retail chain outside of Russia
since 2016, have provided it with a deep understanding of the industry trends, customer needs and market
potential, which will assist the Group in pursuing expansion outside of Russia. As at 31 December 2020, the
Group had 235 stores operated by the Group outside of Russia, including 143 stores in Belarus, 77 stores in
Kazakhstan and 15 stores in Uzbekistan. As part of its growth strategy, the Group intends to continue
expanding operations in these countries and will also consider expanding opportunistically into other
jurisdictions, including through the buy-out of its franchisees where it is economically viable to do so.



However, there is no assurance that the Group will be able to succeed in developing its operations outside of
Russia in countries where its stores are currently present or in continuing its entry into other non-Russian retail
markets where the Group does not currently operate its own stores due to limited knowledge of operating and
regulatory environment, as well as customer preferences in these markets. In addition, the Group’s success in
expanding outside of Russia will also depend on political, economic and social stability in the relevant markets.
The Group’s inability to adapt to the particularities of such markets could result in higher costs and affect
profitability of operations in these markets. In addition, there can be no assurance that the Group will be
successful in integrating international operations with its existing operations. Any of the failures or delays in
expanding the Group’s operations abroad and integration of international operations with the Group’s existing
ones could have a material adverse effect on the Group’s business, financial condition, results of operations and
prospects.

The Group may be unable to generate or raise sufficient capital to fund its planned growth

The Group’s planned growth requires capital expenditure. Cash flows from its operations, borrowings from
financial institutions and funding from capital markets may not be sufficient to fund the Group’s planned
growth. Funding on favourable terms may also become increasingly difficult to obtain during times of volatility
or declines in the international financial markets. Any additional debt financing required for the Group’s growth
plans will also result in higher interest payments. In addition, covenants in the Group’s financing arrangements
may restrict its ability to raise additional debt funding. If the Group does not generate sufficient operating cash
flow or obtain sufficient financing to fund its planned expenditures, it may need to curtail or discontinue its
growth plans, which could have a material adverse effect on the Group’s future development and in turn, have a
material adverse effect on Group’s business, results of operations, financial condition and prospects.

Implementation of the Group’s strategy depends on the Group’s senior management’s experience and
expertise, as well as the Group’s ability to recruit and retain qualified personnel

The Group’s ability to implement the Group’s business strategy is dependent, to a large extent, on the services
of senior management. The Group also depends on the Group’s ability to continue to attract, retain and
motivate qualified personnel. The loss or diminution in the services of one or more of the Group’s senior
management personnel or a failure to attract and retain qualified personnel could have a material adverse effect
on the Group’s business, financial condition, results of operations and prospects.

As the Group outsources a portion of its personnel in Russia, its operations in Russia depend on the ability
of outsourcing companies to satisfy the Group’s personnel needs

In order to increase efficiency of its in-house HR function, the Group outsources some of its in-store and
distribution operations staff in Russia, categories of personnel with historically high rates of turnover. The
Group, therefore, relies on outsourcing companies to provide in-store and distribution centres personnel in
Russia to satisfy the Group’s current demand and to meet its personnel needs as it continues its expansion. The
Group faces competition for personnel provided by outsourcing companies from other retail chains as well as
from e-commerce players that attract a significant number of workers for delivery services. There is no
assurance that these outsourcing companies will be able to provide the Group with a sufficient number of
personnel, in a timely manner and at a competitive cost, and that the Group will be able to quickly replace a
provider of outsourcing services without a material adverse impact on its operations. In addition, these
outsourcing companies may be unable or unwilling to fulfil their obligations under the relevant contractual
arrangements or fail to comply with laws and regulations applicable to personnel hiring and management. If
any of these events occurs, the Group’s business, financial condition, results of operations and prospects may
be materially adversely affected.

In addition, the Group benefits from the use of migrant workers provided by its outsourcing companies in
Russia. COVID-19 has caused a reduction in the labour force migration due to closed borders. While the Group
has not experienced any material shortage of personnel as a result of such reduction, there is no assurance that
if borders remain closed for a prolonged period of time, personnel outsourcing companies will be able to meet
the Group’s needs for personnel in Russia. If the Group is unable to quickly satisfy its needs for personnel
using other outsourcing companies or its own personnel, the Group’s business, financial condition, results of
operations and prospects may be materially adversely affected.



A disruption, malfunction, increased costs or failure to make improvements in the operation or expansion of
the Group’s supply chain could have a material adverse effect on the Group

Any major breakdown of equipment, information technology systems failure or disruption, accidents such as a
serious fire or flood, industrial disputes or other interruption or malfunction at the distribution centres of the
Group, at the offices of the Group or at any of the Group’s key suppliers, which impacts the supply chain of
the Group, may significantly impact the ability of the Group to manage its operations, distribute products to the
stores and maintain an adequate product supply chain.

The Group’s distribution infrastructure consists of eight distribution centres, with three owned centres located
in the Moscow region and Yekaterinburg and five leased centres located in Saint-Petersburg, Novosibirsk,
Kazan, Krasnodar and Voronezh. Any serious disruption or malfunction at these distribution centres could
reduce the distribution capacity of the Group or render the Group unable to distribute products to its stores.
Such disruption, particularly during the peak trading period, could have an adverse effect on the Group’s in-
store inventory and therefore could materially adversely affect the Group’s business, results of operations,
financial condition and prospects. A disaster or disruption in the infrastructure that supports the business could
have a material adverse effect on the ability of the Group to continue to operate its business without
interruption. Whilst in case of a disaster or a major disruption at one distribution centre, the Group expects to
be able to redirect orders and supplies to a different distribution centre, these measures may not be sufficient to
mitigate the harm that may result from such a disaster or major disruption.

The success of the business also depends on the ability of the Group to transport goods from its distribution
centres to the stores in a timely and cost-effective manner. The Group outsources nearly 100% of its
transportation needs for deliveries to retail stores. The Group also relies on third-party transportation service
providers for deliveries of imported goods to its distribution centres. Any unexpected delivery delays, for
example due to severe weather, disruptions to or malfunctions in the national or international transportation
infrastructure, or increases in transportation costs, such as due to increased fuel costs, could materially
adversely affect the business of the Group. In addition, the Group uses a number of customs brokers for
customs clearance of imported products and, therefore, relies on these brokers providing efficient and timely
services. The use of third-party service providers is subject to risks related to those third parties, which are
outside of the control of the Group, such as labour shortages and work stoppages, and any disruption, delays,
unanticipated expense or operational failure related to these services could adversely affect the Group’s
business, results of operations, financial condition and prospects.

The Group requires distribution infrastructure that is able to adequately support its anticipated growth and
increased number of stores by providing sufficient scalable space and distribution capacity. In 2020, the Group
increased the capacity of some of its distribution centres and expects to further increase capacity by replacing a
number of its existing distribution centres with the larger centres. Any failure to continue successfully
increasing capacity for storing and distributing products in Russia and other countries where the Group operates
may adversely affect the Group’s ability to grow. There can be no assurance that the costs of investments in
improving logistics and distribution infrastructure will not exceed estimates or that such investments will be as
beneficial as predicted. If the Group is unable to realise the benefits of an improved logistics and distribution
infrastructure, the Group’s business, results of operations, financial condition and prospects could be materially
adversely affected.

Interruptions in the availability or flow of merchandise, or changes in price from domestic and foreign
suppliers from whom the products of the Group are sourced could have a material adverse effect on the
Group

The Group sells products that are sourced from over 600 domestic and international suppliers. The Group’s top
5, 10, 20 and 30 suppliers accounted for 29%, 39%, 50% and 56%, respectively, of the Group’s cost of goods
sold in the year ended 31 December 2020. The top-5 suppliers are primarily Chinese agents that work directly
with hundreds of manufacturers in China. Although the Group believes that its supplier base is sufficiently
diversified, there can be no assurance that it will not face supplier concentration risk in the future. If a key
supplier fails to deliver on key commitments, unless the Group is able to quickly replace such supplier on
favourable terms, the Group could experience merchandise shortages, which could lead to lost sales. Although
the Group has long-term relationships with many of its suppliers, merchandise is generally sourced on a
purchase-order basis, rather than pursuant to long-term supply arrangements, with orders for products from the
Group’s Chinese suppliers typically made 110-180 days prior to delivery to store and orders for products from
the Group’s domestic suppliers typically made 7-20 days, on average, prior to delivery to store. The Group has
no legal assurance that any of these relationships will continue, or continue at the same price, and the Group’s
sales and inventory levels could suffer if the Group is unable to promptly replace a supplier who is unwilling or



unable to satisfy the price, quality, safety standards or quantity and other requirements of the Group. In
addition, the Group may not be able to identify and develop relationships with qualified suppliers who can
satisfy the Group’s standards for price, quality, safety standards, quantity and other requirements. The loss of,
or substantial decrease in the availability of, products from the suppliers of the Group, or the loss of a key
supplier, to the extent the Group is not able to replace the relevant supplier on similar or more favourable
terms, could lead to lost sales or increased costs.

For the majority of the Group’s domestically sourced products, the Group generally pays 45 calendar days after
the product delivery to the Group’s distribution centre. For imported products, the payment period depends on
the supplier, with the Group paying for products sourced from the Chinese suppliers typically within 120 days
of shipment from China. In the future, the Group may be unable to negotiate acceptable supply terms, including
for deferred payments due to market conditions, any downward change in the Group’s competitive position or
otherwise, which could have an adverse impact on the level of working capital and financing needs required for
the Group’s operations.

In the year ended 31 December 2020, approximately three quarters of the Group’s products, in terms of cost of
goods sold, comprised products sourced from domestic suppliers, with the remaining portion sourced from
other countries, primarily China. Political and economic instability in the countries in which foreign suppliers
or manufacturers are located, the financial instability of suppliers, suppliers’ failure to meet the Group’s
standards, issues with labour practices of the Group’s suppliers or labour problems they may experience (such
as strikes), the availability and cost of raw materials to suppliers, merchandise quality or safety issues, transport
availability and cost, inflation, and other factors relating to the suppliers and the countries in which they are
located or from which they import are beyond the control of the Group and could have negative implications
for the Group.

Disruptions due to labour stoppages, strikes or slowdowns, or other disruptions involving the Group’s suppliers
or the shipping, transportation and handling industries also may affect the Group’s ability to receive
merchandise in a timely manner and thus may negatively affect the Group’s sales and profitability. Although
the Group has not experienced any material supply disruptions due to the COVID-19 outbreak to date, there is
no assurance that its supply chain will not be adversely impacted if manufacturing and distribution in the
regions where the Group sources merchandise is disrupted or slows down as a result of the COVID-19
pandemic or similar events. The Group may in the future experience product shortages, due to any or all of the
factors described above, which could have a material adverse effect on the Group’s business, results of
operations, financial condition and prospects.

Failure to manage inventory levels appropriately could adversely affect the Group’s business

Historically, the Group generally has been able to obtain sufficient quantities of attractive merchandise at
commercially viable prices. Furthermore, the Group has implemented an IT solution based on its enterprise
resource planning (“ERP”) infrastructure to monitor the sales and inventory in its stores that enables it to
predict the amount of the inventory to deliver to each store based on the Group’s previous experience.
However, if the Group is not successful in forecasting customer trends or purchasing actions, this may result in
suboptimal buying decisions and category management. If the Group does not appropriately manage the
resulting adverse effects using the Group’s pricing policy, the Group’s financial results may be materially
adversely affected. In addition, the Group must maintain sufficient inventory levels to meet its customers’
demands without allowing those levels to increase to such an extent that the costs to store and hold the goods
unduly impact the financial condition of the Group. Conversely, the Group also cannot allow those levels to
decrease to such an extent that shortages in inventory unduly impact the financial results of the Group. If the
Group is not successful in managing its inventory balances, its cash flows from operations may be adversely
affected. If the Group is unable to identify, source and stock products at prices that customers find attractive, its
business, results of operations, financial condition and prospects may be materially adversely affected.

Implementation of the Group’s strategy depends on efficient information technology systems

The Group depends on its key operational business systems for the efficient functioning of the business. In
particular, the Group relies on its information technology, network and communications systems to effectively
manage the sales, warehousing, distribution, merchandise planning and replenishment functions and to maintain
the in-stock positions and a record of the Group’s results of operations and financial position. Any failure or
significant disruption to these information technology, network or communications systems could have an
adverse effect on the proper functioning of the Group’s businesses, both at the point of sale with regard to store
replenishment and distribution activities and at an operational level with regard to the Group’s ability to
maintain its financial records and produce timely financial information to enable the Group to manage its
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operations. Notwithstanding efforts to prevent an information technology, network or communications system
failure or disruption, the Group’s systems may be vulnerable to damage or interruption from fire,
telecommunications failures, floods, physical or electronic break-ins, computer viruses or hacking, power
outages and other malfunctions or disruptions. There can be no certainty that the Group’s disaster recovery and
contingency plans will be effective or sufficient in the event that they need to be activated. As the Group
expands its operations the Group may make further investments in its information technology and related
systems. Despite the Group’s relevant efforts, there can be no assurance that the Group will be able to upgrade
or install technology in a timely manner, train the Group’s personnel effectively in the use of the Group’s
technology or obtain the anticipated benefits of the technology of the Group. Any of the foregoing could have a
material adverse effect on the Group’s business, financial condition, results of operations and prospects.

Risks Relating to the Group’s Financial Condition

The Group’s operations may be constrained if the Group cannot attract or service existing or future debt
financing

The Group seeks to maintain a strong capital position and prudent approach to leverage. As of
31 December 2020, the Group had total loans and borrowings and lease liabilities of RUB 25,732 million,
and current loans and borrowings and lease liabilities of RUB 22,019 million, representing 85.6% of the
Group’s total loans and borrowings and lease liabilities. As of 31 December 2020, the Group’s Adjusted Net
Debt/(Cash) to Adjusted EBITDA for the year ended 31 December 2020 was 0.6.

The Group has entered into short- and long-term financing arrangements with VIB Bank (PJSC), JSC Alfa-
Bank, PJSC Rosbank and PJSC Sberbank, and some of the related financing agreements contain covenants
requiring the Group to meet certain financial ratios. In addition, the Group’s ability to make payments on the
Group’s debt depends upon the Group’s ability to maintain the Group’s operating performance at a satisfactory
level, which is subject to general economic and market conditions and to financial, business and other factors,
many of which are beyond the Group’s control. While the Group believes it has a prudent approach to
borrowing, any breach of the Group’s financing arrangements or the inability to service the Group’s debt
through internally generated cash flow or other sources of liquidity may lead to default, which could have a
material adverse effect on the Group’s business.

Furthermore, the Group’s planned growth may require additional capital expenditure. While the Group expects
cash flows from the Group’s operations to be the primary sources of funding for the Group’s planned growth, it
may also rely on borrowings from financial institutions to support its operations on an as-needed basis. Funding
on favourable terms may become increasingly difficult to obtain during times of liquidity constraints on the
financial markets or if the Group’s results of operations significantly deteriorate. In addition, covenants in the
Group’s existing financing arrangements may restrict the Group’s ability to raise additional debt funding. If the
Group does not generate sufficient operating cash flow or obtain sufficient financing to fund the Group’s
planned expansion or its operations generally, the Group may need to curtail or discontinue the Group’s growth
plans, which could have a material adverse effect on the Group’s future development and, in turn, have a
material adverse effect on the Group’s business, financial condition, results of operations and prospects.

Fluctuations in the value of the Russian Rouble against foreign currencies and hedging risks could
adversely affect the Group’s business

Currency exchange rate fluctuations affect the Group’s results of operations as a portion of the Group’s
purchases are priced in foreign currencies, primarily Chinese Yuan, while the Group’s sales are primarily priced
in Russian Roubles. In 2020, approximately a quarter of the Group’s merchandise purchases were sourced from
suppliers located outside of Russia and denominated in foreign currency, primarily Chinese Yuans.

When the Russian Rouble depreciates against the Chinese Yuan or any other currencies in which the Group’s
purchases may be priced, the Group’s costs generally increase. Amounts owed by the Group in foreign
currency have maturity of up to 120 days. From time to time, the Group also holds a portion of its cash
balances in U.S. Dollars and Euros for the purposes of dividend distribution. As a result, the Group is exposed
to translation foreign exchange risk. As a result of volatility, changes in the relevant currency exchange rates
have affected and will continue to affect the foreign exchange gains and losses which the Group records in its
consolidated statement of profit or loss. The exchange rates between the Russian Rouble and each, the
U.S. Dollar, Euro and Chinese Yuan, have fluctuated in recent years, most recently, due to the COVID-19
impact, and may fluctuate significantly in the future. While the Group believes that its multiple price points
pricing policy provides it with a natural hedge against foreign exchange rate volatility to a certain extent, the
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Group could still be adversely affected by future unfavourable shifts in currency exchange rates, particularly by
a strengthening of the Chinese Yuan compared to the Russian Rouble.

Although it is the Group’s policy to manage some of its currency exposures as the Group considers appropriate,
through the use of hedging instruments such as forward foreign exchange contracts, there can be no assurance
that such hedging arrangements will be effective or that all of the Group’s currency exposure will be hedged.
Furthermore, such hedging arrangements may from time to time result in the Group paying currency exchange
rates that are unfavourable compared to the prevailing currency exchange rates. Any such unfavourable
currency fluctuation could have a material adverse effect on the Group’s business, results of operations,
financial condition or prospects.

The Group can give no assurance that its policy aimed at managing product profitability, including through
multiple price points pricing, will continue to be successful

The Group sells its assortment at several fixed prices (as of 31 December 2020, RUB 50 (US$ 0.66), RUB 55
(US$ 0.72), RUB 77 (US$ 1.01), RUB 99 (US$ 1.30), RUB 149 (US$ 1.95) and RUB 199 (US$ 2.61) as well
as fractions of RUB 50 (US$ 0.66) and RUB 55 (US$ 0.72)" marketed under the “divide the price” category).
The Group’s multiple price points pricing policy provides it with additional flexibility to move products
between price categories in order to address sharp fluctuations in the value of the Russian Rouble against
principal foreign currencies in which the Group sources products. The Group believes that this policy has in the
past allowed it to mitigate cost increases associated with foreign exchange rate fluctuations based on its retail
experience, forecasting methodologies and IT solutions. In addition, the Group generally factors in gradual and
routine exchange rate fluctuations in its product profitability management, including through the respective
adaptation of its product features, packaging and supply terms. However, the Group can offer no assurances
that in the future it will be able to achieve positive impact on profitability as a result of implementation of its
multiple price points pricing policy or to otherwise efficiently manage its margins in response to exchange rate
fluctuations. Accordingly, failure to do so could have a material adverse effect on the Group’s business,
financial condition, results of operations and prospects.

Increases in staff costs may adversely affect the Group’s results of operations

The Group’s staff costs are one of the key components of selling, general and administrative expenses. If the
Group’s staff costs increase at a higher pace than the Group’s sales, the Group’s profitability could be adversely
affected. Unless the Group is able to continue to increase the efficiency and productivity of the Group’s
personnel, increases in staff costs exceeding sales growth that are not offset by such increases of efficiency
could have a material adverse effect on the Group’s business, financial condition, results of operations and
prospects. In addition, as the Group outsources a portion of its personnel in Russia (in particular, in-store
personnel and personnel involved in distribution operations), the Group’s staff costs include service fees
payable to outsourcing companies. These outsourcing companies may increase these service fees beyond levels
acceptable to the Group to address wage inflation or for other reasons. Such increases may therefore contribute
to the Group’s overall staff costs and impact margins.

The Group’s business depends on efficient financial reporting systems and internal controls over financial
reporting

The process of preparation of IFRS financial statements is complex and time-consuming and requires attention
from senior accounting personnel of the Group. Introduction of new accounting standards requires special
attention and expertise from such senior accounting personnel and takes time to implement across the Group’s
reporting systems.

In January 2016, the International Accounting Standards Board issued IFRS 16, “Leases”, which sets out a new
model for lease accounting, replacing IAS 17. IFRS 16 introduces new or amended requirements with respect
to lease accounting. It introduces significant changes to the lessee accounting model by removing the
distinction between operating and finance leases and requiring the recognition of a right-of-use asset and a
lease liability at the lease commencement for all leases, except for short-term leases and leases of low value
assets. The Group has adopted and implemented the new leases standard, including selecting a lease accounting
system beginning on 1 January 2019 and has applied IFRS 16 using a modified retrospective approach. The
Group used the practical expedient available on transition to IFRS 16 of not reassessing whether an existing
contract is or contains a lease. Accordingly, the definition of a lease in accordance with IAS 17 will continue to
be applied to leases entered or modified before 1 January 2019. As a result of the adoption of IFRS 16, the

1 Price points presented in this Registration Document in Russian Roubles were converted into U.S. Dollars at the CBR exchange rate of
RUB 76.25 as of 31 January 2021.
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Group’s historical financial position and results of operations for the periods prior to 1 January 2019 are not
comparable with the financial position and results of operations following 1 January 2019, since the Group’s
financial results for such periods do not reflect the impact from the application of IFRS 16. See Note 4 to the
Group’s audited consolidated financial statements for the year ended 31 December 2019 for an explanation of
the impact on the Group of the initial application of IFRS 16.

Accounting for leases under IFRS 16 is particularly complex and requires additional focus for retailers such as
the Group, given the significant number of leases subject to such new accounting. The Group believes that its
current reporting system and expertise is sufficient to allow the preparation of the Group’s IFRS financial
statements, including accounting for leases under IFRS 16 standard, on a timely and accurate basis. However, if
the Group is unable to continue to maintain efficient accounting for leases under IFRS 16, there is no assurance
that it will be able to prepare its financial statements in a timely and accurate manner. Further, no assurance can
be given that in the future the Group’s internal control over financial reporting will prevent or detect
misstatements because of inherent limitations in internal controls over financial reporting, including the
possibility of human error, the circumvention or overriding of controls or fraud. If the Group fails to maintain
the adequacy of its internal controls, including any failure to implement required new or improved controls, or
if it experiences difficulties in their implementation, the Group’s business, financial condition, results of
operations and prospects could be materially adversely affected.

The Group relies on certain non-IFRS measures to measure its operating performance

In this Registration Document, the Group has presented certain financial measures that are not measures of
performance specifically defined by IFRS, including EBITDA, Adjusted EBITDA, Adjusted EBITDA Margin,
Capital Expenditure, Net Debt/(Cash), Adjusted Net Debt/(Cash), Adjusted Net Debt/(Cash) to Adjusted
EBITDA and ROIC, as well as IAS 17-Based Adjusted EBITDA, IAS 17-Based Adjusted EBITDA Margin,
IAS 17-Based Net Income, IAS 17-Based Adjusted Net Debt/(Cash), IAS 17-Based Adjusted Net Debt/(Cash)
to IAS 17-Based Adjusted EBITDA, IAS 17-Based SG&A Expenses and IAS 17-Based Operating Lease
Expenses. The Group presents these non-IFRS measures as it believes that they are helpful for understanding of
the Group’s performance and are commonly used by securities analysts, investors and other stakeholders in
their assessment of the performance of the business of the Group. Some of the Group’s non-IFRS measures for
the periods following 1 January 2019 presented in this Registration Document, such as IAS 17-Based Adjusted
EBITDA, IAS 17-Based Adjusted EBITDA Margin, IAS 17-Based Net Income, IAS 17-Based Adjusted Net
Debt/(Cash), IAS 17-Based Adjusted Net Debt/(Cash) to IAS 17-Based Adjusted EBITDA, IAS 17-Based
SG&A Expenses and IAS 17-Based Operating Lease Expenses, have been presented on the basis of IFRS
requirements that applied before the adoption of IFRS 16 on 1 January 2019 and are, therefore, presented on
the basis of accounting principles of IAS 17. The Group continues to use these IAS 17-based measures to
measure its operating performance and believes that IAS 17-based measures are still used by some investors
and analysts to analyse performance of retail companies and compare performance with peers that report using
the same or similar methodology, despite the adoption of IFRS 16. Non-IFRS measures are measures of the
Group’s operating performance that are not required by, or presented in accordance with, IFRS, and have
limitations as analytical tools. These non-IFRS measures have been shown for illustrative purposes only and
have not and will not be reported, reviewed or audited by the Group’s independent auditors.

Risks Relating to Real Estate

The Group leases the premises for all of the Group’s stores, its headquarters and some of its distribution
centres, and the Group’s failure to renew such leases on commercially acceptable terms, or at all, could
affect the Group’s business

The Group leases all of its stores and five of its eight distribution centres and the headquarters. Some of the
Group’s lease agreements provide for an annual indexation of rental rates. As a result, the Group is susceptible
to changes in the property rental market, such as increases in market rents.

As of 31 December 2020, the Group leased approximately 62% of its stores on the basis of short-term lease
agreements with a duration of up to 12 months, approximately 38% of its stores on the basis of 1 to 5 year
lease agreements and less than 0.1% of its stores on the basis of longer-term leases of over 5 years. The
majority of the Group’s store lease agreements allow for automatic extensions or provide that the Group has
renewal rights exercisable subject to compliance with the lease terms and upon a written notice to the lessor.
Some of the Group’s store lease agreements allow the lessor to retain the Group’s property or block access to
the Group’s retail space in case the Group defaults on lease payment obligations. The Group leases its
headquarters under a nine-year long-term lease agreement and its rented distribution centres under the long-
term leases of three to seven years.
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All of the Group’s lease agreements for stores located in Russia are denominated in Russian Roubles. In
addition, all of the Group’s lease agreements for the Group’s leased distribution centres and the headquarters
located in Russia are denominated in Russian Roubles. All of the Group’s lease agreements for the stores
operated by the Group in other jurisdictions where the Group has presence are denominated in the respective
national currency, except for some of the Group’s stores in Belarus, where the leases have historically been
denominated in U.S. Dollars or Euros consistent with the market practice.

There can be no assurance that the Group will continue to be able to obtain or renew leases on commercially
acceptable terms, including rental rates, or at all, as they expire. As the majority of the leased properties of the
Group are subject to rent reviews every year, the Group may be affected in the future by changes in the
commercial property rental market, such as a decrease in available sites or increases in market rents for both
existing stores undergoing those scheduled rent reviews and new stores. In addition, the Group may not be able
to renew its existing store leases where, for example, the landlord is able to establish statutory grounds for non-
renewal or if the leases do not fall under the leasing strategy of the Group. Any inability to renew existing
leases may result in, among other things, significant alterations to rental terms (including increasing rental
rates), the closure of stores in desirable locations, increased costs to fit out replacement locations or failure to
secure a relocation in attractive locations. The manifestation of any of these risks could have a material adverse
effect on the Group’s business, results of operations, financial condition and prospects.

The Group’s planned construction of distribution centres may be subject to delays and cancellation

The Group owns some of its distribution centres and in line with the Group’s store expansion plans and its goal
to optimise its supply chain, it intends to replace some of its existing distribution centres by building new ones
with larger capacity. The Group, therefore, relies on third-party contractors for the construction of its
distribution centres. While the Group works with a pool of construction companies who have generally been
able to meet their construction commitments, there is no assurance that in the future there will not be a
shortage of skilled contractors able to build new distribution centres on time and in compliance with the
Group’s requirements. Contractors may fail to meet the quality standards required by the Group or applicable
health and safety requirements. Delays and defects in construction, including due to failures to obtain requisite
approvals and consents, could result in increased costs and postponed distribution centres’ openings. The
Group’s construction projects and the distribution centres’ openings may also be delayed or be more costly if
utilities services, such as electricity, water and gas supply, are difficult to obtain. As a result of any of these
factors, the Group’s existing distribution centres may be required to operate at full capacity or the Group may
not be able to meet its expansion targets as planned, which could have a material adverse effect on its business,
financial condition, results of operations and prospects.

Other Risks Relating to the Group’s Business

As the Group does not have direct control over its franchisees, breaches by franchisees of their contractual
arrangements with the Group or improper operation and management of stores by franchisees could harm
the Group’s business

As part of the Group’s business development strategy the Group focuses on increasing the number of its own
stores. However, historically the Group has also sold, and continues to sell, its products through its franchisee
stores network, which contributes to the Group’s revenue. As of 31 December 2020, the Group had
425 franchise stores in Russia, Belarus, Kazakhstan, Latvia, Georgia and Kyrgyzstan. In the years ended
31 December 2020, 2019 and 2018, the Group’s wholesale revenue derived from franchisees accounted for
12.6%, 13.8% and 13.5% of the Group’s total revenue, respectively. The Group has been using the franchise
model to test remote markets and regions where it had limited or no presence and/or which were not a priority
for the Group at the relevant time, with the view to increase geographical presence and store network in those
markets and regions. The Group holds a non-controlling interest in some of its franchisees.

The Group relies on franchising agreements to ensure that its franchisees adhere to its retail standards and
policies. However, the Group does not have direct control over them. Although the Group has relevant
contractual protection in place, differing levels of quality or service across the store network of its franchisees
or improper management by any of the franchisees could compromise the Group’s consumer image and
reputation. In addition, there can be no assurance that the franchisees of the Group will not breach their
contractual obligations to the Group or will not commit other acts or omissions causing damage to the Group’s
commercial interests, whether willingly or otherwise. Such acts, omissions or breaches by the franchisees could
have a material adverse effect on the Group’s business, financial condition, results of operations and prospects.
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Unauthorised disclosure of commercially sensitive or confidential information could harm the Group’s
business

The protection of company, employee and customer data is critical to the Group. The Group relies on
commercially available systems, software, tools and monitoring to provide security for processing, transmission
and storage of commercially sensitive and confidential, such as special supply terms, lease arrangements,
potential new deals, planned marketing campaigns, as well as payment and personally identifiable information
of customers and personnel. Despite the security measures in place (such as, among others, user authorisation
and data and network access protocols and procedures, IT network protection controls, use of antivirus and
anti-cyber-attack software, traffic protection software, systems detecting and preventing unauthorised use of
data, data backup as well as relevant internal policies and regulations), the Group’s IT systems, and those of its
third-party providers, may be vulnerable to security breaches, acts of vandalism, computer viruses, lost data,
programming or human errors or other similar events. Any security breach involving the misappropriation, loss
or other unauthorised disclosure of commercially sensitive or confidential information, whether by the Group or
its vendors, could damage the Group’s reputation, lead to a loss of special or exclusive terms with its suppliers
or lessors, result in competitors obtaining more favourable contractual terms with vendors and cancellation of
favourable deals, decrease expected returns from planned marketing and promotional events, expose the Group
to risk of litigation and liability and otherwise disrupt its operations. In addition, data protection risks are
increased by storing more data on customers. Any of these factors could have a material adverse effect on the
Group’s business, financial condition, results of operations and prospects.

A deterioration of the value of “Fix Price” brand or infringement of the related trademarks could negatively
impact the Group’s business

As the Group’s business is dependent on the Group’s “Fix Price” brand and the goodwill associated with it, the
“Fix Price” brand name and related trademarks are key assets of the Group’s business. The Group has
registered its “Fix Price” trademark (both Latin and Cyrillic characters), which is used by all of its stores, in
Russia, as well as in Kazakhstan, and has applied for registration in Uzbekistan in April 2020. The Group has
also registered several trademarks related to the “Fix Price” brand pursuant to the WIPO system with protection
in other countries including Austria, Belarus, Georgia, Kazakhstan, Kyrgyzstan, Latvia, the U.K. and
Uzbekistan. The Group has also registered a number of its own private brands.

Russia generally offers a lower level of intellectual property rights protection and enforcement than Western
jurisdictions. The use of trademarks is a relatively underdeveloped area of Russian law, and accordingly
conflicts between intellectual property rights registrations may arise. While no claims with respect to the
Group’s intellectual property are currently ongoing or pending, a third party may claim to have rights superior
to the Group’s registration or the Group’s registration may prove vulnerable on other grounds. Since the Group
registered the current “Fix Price”, other related and own private brand trademarks in Russia, the Group has
constantly monitored any potential infringements of the Group’s trademark rights and, when third parties used
the respective name and trademarks in violation of the Group’s rights, the Group protected or took actions to
protect the Group’s rights through notices to infringers and court proceedings, and the Group will continue to
do so. Although the Group believes that it has been taking appropriate steps to protect the Group’s trademarks
and other intellectual property rights, such steps may prove insufficient and third parties may infringe or
challenge the Group’s rights. If the Group is unable to protect the Group’s intellectual property rights against
infringement or misappropriation, this could impact the Group’s ability to develop the Group’s business. In
addition, the Group may be unable to register the “Fix Price” trademark in other countries in which the Group
may operate in the future. From time to time the Group may need to engage in litigation in order to protect and
enforce the Group’s intellectual property rights. A failure to protect these rights could have a material adverse
effect on the Group’s business, financial condition, results of operations or prospects.

The ability of the Group to grow its business will depend on the continued favourable public perception of the
“Fix Price” brand. The ability of the Group to promote its brand, maintain or enhance its brand recognition and
awareness among customers and maintain its reputation and the value associated with the “Fix Price” name is
critical to the Group’s operations. The Group’s reputation could be jeopardised if its customers believe it has
failed to maintain merchandise quality and integrity or if it failed to maintain its reputation as price leader. Any
events or negative allegations affecting its brand image or negative publicity about product quality or integrity
may reduce demand for the Group’s merchandise.

The Group’s failure to maintain high ethical, social and environmental standards for its operations and
activities, or adverse publicity regarding the Group’s responses to these concerns, could also jeopardize its
reputation. The majority of the merchandise offered in the Group’s stores, including the own brand
merchandise, is manufactured in lower-cost countries, including in China, and the Group imposes
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manufacturing and product quality requirements on the suppliers of its merchandise. There can be no assurance
that the Group and its quality control management team will be able to detect all violations of such
requirements or that the Group’s suppliers will maintain or uphold these requirements or continue to operate in
compliance with accepted ethical and labour practices. To the extent the Group’s suppliers engage in
unacceptable ethical and labour practices, such as modern slavery, or do not comply with the Group’s
manufacturing and product quality requirements or applicable laws, the Group may suffer from negative
publicity for using such suppliers, which could have a material adverse effect on the Group’s business, financial
condition, results of operations and prospects.

In addition, any acts, wrongdoings or non-compliance with any rules and regulations by the Group’s personnel,
including those who manage and operate stores, the owners, operators and employees of franchise stores
operating under the “Fix Price” name or the Group’s suppliers may harm the Group’s business and brand
reputation, and the Group may be required to expend significant resources in order to rebuild such business and
brand reputation. Any negative impact on the Group’s brand reputation, including the failure of the Group or its
business partners to comply with applicable laws and regulations, or the loss of customers resulting from the
Group’s failure to maintain or enhance its brand reputation, could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects.

The Group’s advertising and marketing programmes may not be effective in generating sufficient levels of
customer awareness and driving customer footfall

The Group relies on a variety of marketing methods to increase awareness of its brand, product offerings and
pricing and to drive customer footfall. The Group primarily markets through such channels as media, direct
marketing and POSM, outdoor advertising, call centre, Internet, marketing events and loyalty programme. The
Group’s future growth and profitability will depend in large part upon the effectiveness and efficiency of its
advertising and marketing programs. In order for these advertising and marketing programmes to be successful,
it must manage advertising and marketing costs effectively in order to maintain acceptable operating margins
and return on the Group’s marketing investment, and convert customer awareness into customer footfall.

The Group’s planned advertising and marketing expenditures may not result in increased total or comparable
revenue or generate sufficient levels of brand or product awareness. Further, the Group may not be able to
manage its advertising and marketing expenditures on a cost-effective basis. Additionally, some of the Group’s
competitors may have substantially larger marketing budgets, which may provide them with a competitive
advantage over the Group. If the Group’s advertising and marketing programmes are ineffective or if the Group
is unable to manage its advertising and marketing costs, the Group may fail to generate sufficient levels of
customer awareness or drive customer footfall, which could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects.

The Group is exposed to the risk of damage to the brands of its merchandise, including its private brands,
and a decline in customer confidence in the Group or its products

The Group’s sales are dependent in part on the strength and reputation of the brands it offers, including both
third-party brands and its own private brands, and are subject to consumers’ perceptions of the Group and its
products. For third-party brands, which accounted for approximately 31% of the Group’s retail sales in the year
ended 31 December 2020, the Group is dependent on its suppliers’ investment in marketing and promoting
their brands in order for consumers to purchase their products rather than those of the brands’ competitors. The
Group also offers its private brand merchandise items which are important for future growth prospects as own
label items offer a significant means of competitor differentiation and also generally offer more attractive
margins. Maintaining broad market acceptance of the Group’s private brand items depends on many factors,
including value, quality and customer perception. The Group may not in the future achieve or maintain its
expected sales of its private brand products, which could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects.

The Group is exposed to certain risks in connection with the increasing use of non-cash payments in its
operations

Customers at the Group’s stores pay for their purchases in cash as well as through various non-cash options,
including credit and debit cards, but the use of non-cash payments in Russia is increasing due to various
incentives offered by banks. Non-cash payments at the Group’s stores significantly increased in the last several
years and accounted for over 50% of the Group’s retail revenue in 2020. With respect to credit and debit card
payments, for example, payment systems such as Visa, Mastercard and Mir dominate the local market in Russia
and thus, together with the administering local banks, are able to charge relatively high fees for the processing
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of credit and debit card payments. Fees currently payable by the Group are approximately 1.6% of the
transaction value (while the cost of collecting hard cash is 0.24% of the transaction value). While the Group
has agreed caps on acquiring fees under its existing agreements with relevant banks, there is no assurance that
these fees will not significantly increase in the future. The share of non-cash transactions at the Group’s stores
may continue to increase in the future. The Group, therefore, is exposed to the risk of an increase in cost with
the growing share of non-cash payments, which could have a material adverse effect on the Group’s business,
financial condition, results of operations and prospects.

The Group may encounter acquisition risks in the expansion of its business

Although the Group is not currently considering any material acquisitions, as part of its expansion strategy, it
may pursue growth through mergers or acquisitions of businesses in the Russian retail sector or abroad. The
Group evaluates potential acquisition targets and may in the future seek to acquire assets, other businesses or
legal entities in order to expand its operations. Future acquisitions could expose the Group to potential risks,
including risks associated with the integration of new operations, assets and personnel, unforeseen or hidden
liabilities, the disruption of relationships with suppliers and customers, the diversion of resources from the
Group’s existing businesses and technologies, a deterioration in the perception of the Fix Price brand, the
inability to generate sufficient revenue to offset the costs and expenses of acquisitions and potential loss of, or
harm to, relationships with personnel and external parties as a result of the integration of new businesses.
Future acquisitions could also require the Group to incur debt or issue equity securities, which may dilute the
interest of existing shareholders. In addition, there is no assurance that the Group would have sufficient
resources to complete acquisitions that the Group considers necessary to ensure that the Group is able to
maintain its market share in significant markets, or that the Group would not fail to complete such acquisitions
for other reasons. Failure to successfully implement acquisitions could have a material adverse effect on the
Group’s business, financial condition, results of operations and prospects.

The Group’s insurance policies may be insufficient to cover losses arising from business interruption,
damage to the Group’s property or third-party liabilities

The Group believes that the Group’s current insurance arrangements comply with insurance requirements under
Russian law. However, the insurance industry is not yet fully developed in Russia, and many forms of
insurance protection common in more developed countries are not yet available in Russia or are not available
on comparable or commercially acceptable terms, including coverage for business interruption. The Group
currently maintains insurance coverage against damage caused by fire, water, natural disasters, theft and
third-party wrongdoing for all of its distribution centres and certain stores obtained at request of its store
lessors. The Group’s insurance policies also include building insurance, including insurance of the finishing,
engineering systems and inventory. In certain cases, however, the Group may not be insured for the full
replacement value of the insured property. There can be no assurance that if the Group incurs significant
liability, the Group’s insurance will be sufficient to cover such liability.

If the Group experiences a major accident or if a significant event such as fire, explosion or flood were to
affect the Group’s core properties or facilities or the Group’s stores, the Group could experience substantial
property and equipment loss and disruption in operations. Moreover, depending on the severity of the damage,
the Group may not be able to rebuild such damaged property or restore operations in a timely fashion, or at all,
or prevent such damage from negatively impacting the Group’s reputation or customer relationships. The
Group’s insurance policies may not cover all cases of loss of material property. For example, the Group will
not be able to recover loss in the event of an act of terrorism. The Group does not currently maintain insurance
coverage for business interruption, product liability or loss of key management personnel, as these are not
industry practice in the Group’s sector. Accordingly, any such event could have a material adverse effect on the
Group’s business, financial condition, results of operations and prospects.

Failure to comply with existing laws and regulations or introduction of more stringent laws and regulations
could result in the closure of the Group’s stores, the imposition of substantial penalties, additional costs or
slower growth of revenue

As a retailer of merchandise and food products, the Group’s business and particularly the Group’s stores must
comply with various laws, regulations and rules with respect to, among other things, quality standards, health
and safety, sanitary rules and consumer protection. This includes obtaining and renewing various permits
concerning, for example, health and safety and environmental standards. Regulatory authorities exercise
considerable discretion in matters of enforcement and interpretation of applicable laws, regulations and rules,
the issuance and renewal of permits and in monitoring compliance with the terms thereof. Compliance with the
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requirements imposed by these authorities may be costly and time-consuming and may result in delays in the
commencement of the Group’s operations, the imposition of penalties and suspension of operations at the
Group’s stores.

In addition, Russian trade and consumer protection rules and regulations can change rapidly, which may
adversely affect the Group’s ability to conduct business.

Failure to comply with existing or new laws, regulations and rules may result in the imposition of sanctions,
including civil and administrative penalties applicable to the Group and criminal and administrative penalties
applicable to the Group’s officers. Specifically, the Group may be required to cease certain of the Group’s
business activities and/or to remedy past infringements. Decisions, requirements or sanctions taken and
imposed by relevant authorities may restrict the Group’s ability to conduct the Group’s operations or to do so
profitably and, as a result, could have a material adverse effect on the Group’s business, financial condition,
results of operations and prospects.

In addition, the Group may be subject to product liability claims with respect to the sale of products that are
recalled, defective or otherwise alleged to be harmful. Injuries may result from tampering by unauthorised third
parties, product contamination or spoilage, including the presence of foreign objects, substances, chemicals,
other agents, or residues introduced during the growing, storage, handling and transportation phases. While the
Group believes that its products comply in all material respects with all applicable laws and regulations, the
Group cannot be sure that consumption or use of products sold in the Group’s stores will not cause illness or
injury in the future or that the Group will not be subject to claims or lawsuits relating to such matters.
Although the Group generally seeks contractual indemnification from its suppliers, it may not have adequate
contractual indemnification available, which in certain cases may require the Group to respond to claims or
complaints from customers as if the Group was the manufacturer. Even if a product liability claim is
unsuccessful or is not fully pursued or is covered by indemnification, the negative publicity surrounding such
claims could adversely affect the Group’s reputation with existing and potential customers. Any of these factors
could have a material adverse effect on the Group’s business, results of operations, financial condition or
prospects.

Competition laws enforced by the Russian Federal Antimonopoly Service may result in certain limitations
being imposed on the Group’s activities, which may affect the Group’s business

Federal Law No. 135-FZ “On Protection of Competition” dated 26 July 2006, as amended (the “Competition
Law”), generally prohibits any concerted action, agreement or coordination of business activity that results or
may result in, among other matters: (i) establishing or maintaining prices (tariffs), discounts, extra charges and/
or margins; (ii) coordination of auctions and tenders; (iii) division of a market by territory, volume of sales or
purchases, types of goods, customers or suppliers; (iv) reduction or termination of goods production; or
(v) refusal to enter into contracts with certain buyers (customers). In addition, concerted actions are prohibited
if they result or may result in restriction of competition by way of, among others, (i) imposing unfavourable
contractual terms upon a counterparty or not related to with the subject matter of agreement, (ii) establishing
different prices for the same goods without economical, technological or other justification or (iii) creating
barriers to entering or exiting a market.

Courts interpret these concepts of concerted actions or coordination of business activity inconsistently. As a
result, there is significant uncertainty as to what actions may be viewed as violations of the Competition Law.
In a number of precedents, Russian courts found concerted actions where market participants acted in a similar
way within the same period of time, although, arguably, there were legitimate economic reasons for such
behaviour and the behaviour was not aimed at restricting competition. While the Group is not aware of any
allegation that it has violated the Competition Law, there is a risk that the Group may be found to have violated
the law if the Group’s market behaviour towards the Group’s customers or suppliers is viewed as being similar
to the behaviour of the Group’s competitors, and perceived by the Russian Federal Antimonopoly Service (the
“FAS”) as restricting competition. Such broad interpretations of the Competition Law may result in the FAS
imposing substantial limitations on the Group’s activities, may limit the Group’s operational flexibility and may
result in civil, administrative or criminal liability.

The FAS, which has the power to investigate perceived violations of the Competition Law, has been reviewing
the marketing, sales and supply strategies of major participants in the Russian retail industry in recent years and
bringing charges against certain market participants alleging concerted actions in violation of the Competition
Law. If the Group’s activities are found to have violated the Competition Law, the Group could be subject to
penalties or ordered to change the Group’s business operations in a manner that increases costs or reduces
revenue and profit margin. Despite the Group’s best efforts to comply with the Competition Law, there can be
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no assurance that the FAS will not inspect the Group’s activities in the future and find the Group liable for
breaches of the Competition Law. Should this happen, this could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects.

In addition, while the Group is not aware of having such a position in any market given its variety merchandise
retail proposition, if the Group is found to hold a market share of over 35% or a dominant position within a
certain market with respect to the Group’s retail operations or a specific product or service, or products or
services, the Group will become subject to increased scrutiny by the FAS. For example, the Group may be
required to submit for regulatory review the Group’s agreements with suppliers, and any failure to obtain an
appropriate consent by FAS following such review could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects.

The Company may be subject to additional requirements relating economic substance in the BVI

On 1 January 2019, the Economic Substance (Companies and Limited Partnerships) Act, 2018 (the “ES Act”)
came into force in the BVI. The ES Act and the rules promulgated thereunder were enacted in direct response
to a scoping paper issued by the European Union’s Code of Conduct Group (Business Taxation) in June 2018.
The scoping paper (a) expressed concerns regarding so-called harmful tax competition and the potential
“misuse” of offshore entities for profit-shifting; and (b) set out requirements that certain jurisdictions outside
the European Union must adopt in order for the jurisdiction to avoid being “blacklisted” by the European
Union. Under the ES Act and the rules promulgated thereunder, companies incorporated in the BVI that are not
tax resident in another jurisdiction and which carry on certain specified activities must establish and maintain
“economic substance” in the BVI.

While the exact scope of the current rules is not clear, the Company is currently not carrying on any relevant
activity for the purposes of the ES Act and is therefore not subject to the requirements of the ES Act. However,
given the current uncertainty regarding the scope of the rules, it is possible the relevant regulatory authorities
could take a different view and the Company could be required to adopt significant substance in the BVI.
Moreover, in order to avoid “blacklisting” by the European Union, the BVI may be required to amend the ES
Act in the future to comply with any further recommendations from, or changes required by, the European
Union. It is not possible to predict how any such action may affect the Company. Amongst other things, it is
possible the Company could be required to establish and maintain a physical office and employees in the BVI,
incur adequate expenditure in the BVI, have all board meetings in the BVI and carry on certain key activities in
the BVI or to otherwise be subject to increased regulation. If the Company were subject to such requirements,
this could result in material additional operational costs and expenses for the Company.

Information regarding the Group’s competitors and other market data and trends were not independently
verified by the Group and may be inaccurate

Information regarding the Group’s competitors and other market data and trends has been sourced from
third-party independent agencies as well as from Russian government agencies, and such information has not
been independently verified by the Group. The process of estimating market data and trends requires
interpretations of available data which may be incomplete and many assumptions to be made, including
assumptions relating to current and future economic conditions and customers’ preferences. The Group cannot
give any assurance that such estimates have been made with a high degree of accuracy and there is the inherent
degree of uncertainty in light of the ongoing COVID-19 pandemic. Nevertheless, the Group confirms that such
information has been accurately reproduced and, as far as the Group is aware and are able to ascertain from
information published by third parties, no facts have been omitted which would render the reproduced
information inaccurate or misleading. Moreover, the official data published by Russian government agencies is
substantially less complete or detailed than those of Western countries. Official statistics may also be produced
on different bases than those used in Western countries. Any statistical information relating to Russia and the
retail market in this Registration Document is therefore subject to uncertainty due to concerns about the
completeness or reliability of available official and public information. The lack of accurate statistical
information may also adversely affect the Group’s business planning capacity, which in turn could have a
material adverse effect on the Group’s business, financial condition, results of operations and prospects.

The Group is exposed to the risk of inventory and cash theft, as well as employee misconduct and mistakes

The Group is exposed to the risk of inventory and cash theft, as well as employee misconduct and mistakes.
Although the Group has put in place various security and surveillance measures, including its the software
solutions developed by the Group to ensure security of inventory and cash, the Group is unable to completely
prevent inventory or cash thefts or employee misconduct at the Group’s stores. For example, a significant
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number of customers pay in cash. Therefore, the Group may be exposed to minor cash shortages as a result of
employee misconduct (such as theft) or mistakes (such as errors in cash settlement with customers). The Group
takes various precautions to detect and prevent inventory and cash theft, employee misconduct or mistakes, but
these may not be effective in all cases. In addition, the Group is exposed to the risk of inventory theft by
customers. While the Group has implemented measures to protect against this risk, such as product count,
inventory audits, store inspections, video surveillance systems and use of controllers as needed, there is no
assurance that these will be effective at all times. Significant losses arising from, or costs incurred to prevent,
inventory or cash thefts, employee misconduct or mistakes could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects.

Negative publicity could affect the Group’s business

Negative publicity in which the Group or its sharcholders are named may adversely affect the Group’s
reputation, irrespective of its truth or otherwise or its connection with the Group’s current operations or
business. There is a tendency among the local and international press to generate, from time to time,
speculative reports that contain allegations of criminal conduct or corruption on the part of Russian companies
or individuals within Russian companies, irrespective of whether those allegations have any basis in fact. In
addition, the Russian press and other media have been, from time to time, suspected of publishing biased
articles and reports in return for payment. Any negative publicity, even if not directly related to the Group, may
affect the Group’s reputation, which could have a material adverse effect on the Group’s business, financial
condition, results of operations and prospects.

Natural disasters, pandemic outbreaks, terrorist acts, global political events and other unforeseen
circumstances could decrease customer traffic, cause permanent or temporary store closures, or impair
the Group’s ability to purchase, receive or replenish inventory

The occurrence of one or more natural disasters, such as floods, pandemic outbreaks (such as COVID-19),
weather conditions, such as frequent or unusually heavy snowfall, ice storms, rainstorms, major or extended
winter storms or other extreme weather conditions, terrorist acts, disruptive global political events or other
disruptions in Russia or other countries in which the Group operates or the Group’s suppliers are located could
materially and adversely affect the Group’s business, results of operations, financial condition and prospects.
Such events could result in physical damage to, or the complete loss of, one or more of the Group’s properties,
the closure of one or more of the Group’s stores or distribution centres, the lack of an adequate work force in a
given market, the inability of customers or personnel to reach or have transportation to any affected stores or
distribution centres, the evacuation of the populace from areas in which the Group’s stores are located, changes
in the purchasing patterns of consumers and in consumers’ disposable income, the temporary or long-term
disruption in the Group’s supply chain, the reduction in the availability of certain products in the Group’s
stores, the disruption of utility services to the Group’s stores and distribution centres, or disruption in the
Group’s communications with its stores. In addition, such events could have indirect consequences such as
increases in the cost of insurance if they result in significant loss of or damage to property or other insurable
damage. Such activities may cause disruption, adversely affect the Group’s operations in the areas in which
these events occur and/or lead to a reduction of customer footfall at the Group’s stores and could therefore
adversely affect the Group’s business, results of operations, financial condition, or prospects.

Risks Relating to Russia
Risks Relating to the Political, Economic and Social Situation in Russia

The substantial majority of the Group’s revenue is derived from within Russia and substantially all of the
Group’s fixed assets are located in Russia. Investments in Russia carry certain country-specific risks.

Emerging markets such as Russia are subject to greater risks as compared to more developed markets

Emerging markets such as Russia are subject to different risks as compared to more developed markets,
including, in some cases, increased political, economic and legal risks. Emerging market governments and
judiciaries often exercise broad, unchecked discretion and are susceptible to abuse and corruption. Generally,
investment in emerging markets is only suitable for sophisticated investors who fully appreciate the magnitude
of the risks involved in, and are familiar with, investing in emerging markets. Investors in emerging markets
such as Russia, should be aware that these markets are subject to greater risk than more developed markets,
including in some cases significant legal, economic and political risks. Emerging markets such as Russia, are
subject to rapid change, and the information set out herein may become quickly outdated.
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Financial or economic crises, whether global or limited to a single large emerging market country, tend to
adversely affect prices in equity markets of most or all emerging market countries as investors move their
money to more stable, developed markets. Over the past few years, the Russian equity markets have been
highly volatile, principally due to the impact of the global economic slowdown resulting from various factors,
including the European sovereign debt crisis, the slowdown in Chinese economic growth and the dramatic fall
in oil prices, as well as the deteriorating conditions of the Russian economy, and most recently, the COVID-19
pandemic. As has happened in the past, financial problems such as significant depreciation of the Russian
Rouble, capital outflows and a deterioration in other leading economic indicators or an increase in the
perceived risks associated with investing in emerging economies due to, inter alia, geopolitical disputes such as
the crisis in Ukraine and imposition of certain trade and economic sanctions in connection therewith, could
dampen foreign investment in Russia and adversely affect the Russian economy. In addition, during such times,
businesses that operate in emerging markets can face severe liquidity constraints as funding sources are
withdrawn. Furthermore, in doing business in various countries of the former Soviet Union, the Group faces
risks similar to (and sometimes more significant than) those that the Group faces in Russia. As the Group
operates in a number of such emerging markets, the Group may be exposed to any one or a combination of
these risks that could have a material adverse effect on the Group’s business, financial condition, results of
operations and prospects.

Political risks could adversely affect the value of investments in Russia

While the political situation in Russia has been relatively stable since 2000, future policy and regulation may
be less predictable than in less volatile markets. Any future political instability could result in a worsening
overall economic situation, including capital flight and a slowdown of investment and business activity. In
addition, any change in the Russian Government or its programs or lack of consensus between the Russian
President, the Prime Minister, the Russian Government, the Parliament and powerful political, social, religious,
regional, economic or ethnic groups could lead to political instability and a deterioration in Russia’s investment
climate that might limit the Group’s ability to obtain financing in the international capital markets, and the
Group’s business, prospects, financial condition and results of operations could be materially and adversely
affected. In January 2020, the current Russian President Vladimir Putin proposed a number of constitutional
reforms aimed at altering the balance of power between the legislative, executive and judicial branches and
introducing certain other changes to the Constitution of Russia. The suggested amendments to the Constitution
of Russia envisaged, among other things, the prioritisation of the Constitution of Russia over international
treaties and the decisions of international bodies, strengthening of the Russian State Council as an advisory
board to the Russian President and granting the Russian Federal Council with authority to terminate the powers
of the judges of the Constitutional Court of Russia upon the recommendation of the Russian President. In
addition, further amendments were proposed in March 2020, under which the previous and/or current President
of Russia is allowed to participate in presidential elections for two terms following the amendment of the
Constitution, with previous presidential terms, which were served or started prior to these amendments
becoming effective, will not be accounted for. The amendments were approved in a nation-wide vote held from
25 June 2020 to 1 July 2020 and are effective from 4 July 2020. These amendments may have a significant
impact on the Russian political landscape and regulatory environment and lead to other changes that are
currently difficult to predict.

According to some commentators, politically motivated actions, including claims brought by the Russian
authorities against several major Russian and international companies, have called into question the security of
property and contractual rights, the progress of the market and political reforms, the independence of the
judiciary and the certainty of legislation. This has, in turn, resulted in significant fluctuations in the market
price of Russian securities and had a negative impact on foreign investments in the Russian economy, over and
above the general market turmoil recently. Any similar actions by the Russian authorities which result in a
further negative effect on investor confidence in Russian business and legal environment could have a further
material adverse effect on the Russian securities market and prices of Russian securities.

Russia is a federative state consisting of 85 constituent entities, or “subjects”. The Russian Constitution
reserves some governmental powers for the Russian Government, some for the subjects and some for areas of
joint competence. In addition, eight “federal districts” (“federal’nye okruga™), which are overseen by a
plenipotentiary representative of the President, supplement the country’s federal system. The delineation of
authority among and within the subjects is, in many instances, unclear and contested, particularly with respect
to the division of tax revenues and authority over regulatory matters. Subjects have enacted conflicting laws in
areas such as privatisation, land ownership and licensing. For these reasons, the Russian political system is
vulnerable to tension and conflict between federal, subject and local authorities. This tension creates
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uncertainties in the operating environment in Russia, which may prevent businesses from carrying out their
strategy effectively.

In addition, ethnic, religious, historical and other interest groups have on occasion given rise to tensions and, in
certain cases, military conflict. Moreover, various acts of terrorism have been committed within Russia. The
risks associated with these events or potential events could materially and adversely affect the investment
environment and overall consumer and entrepreneurial confidence in Russia, which in turn could have a
material adverse effect on the Group’s business, financial condition, results of operations and prospects.

Disputes between Russia and other countries and related sanctions imposed by the U.S., the EU and certain
other countries as well as expansion of these sanctions, may adversely affect the Group’s business

During the course of 2014, the U.S. and the EU (as well as other countries, such as Canada, Switzerland,
Australia and Japan) imposed sanctions on a number of Russian and Ukrainian persons and entities, including
current and former officials and individuals, companies, banks and businessmen, as a result of conflict between
Russia and the Ukraine in Eastern Ukraine. Pursuant to these sanctions, certain entities and individuals were
identified as “designated nationals” with the basic practical consequences that U.S. persons cannot do business
with them while EU persons cannot provide funds or other economic resources to them, their assets in the EU
and the United States are subject to seizure and in the case of individuals they can be subject to travel bans.
Another form these sanctions have taken is “sectoral” sanctions with the basic consequence that several of
Russian leading banks and energy companies cannot access international capital markets. These sectoral
sanctions have had the effect, magnifying over time, of adding to the overall cost of capital in Russia. Other
U.S. and EU sanctions have been imposed in respect of, inter alia, Russian military defence entities, dual-use
technologies, sophisticated off-shore oil drilling technologies, and doing business in Crimea.

In December 2016, the President of the United States issued an executive order providing for the imposition of
sanctions on individuals and entities determined to be responsible for tampering, altering, or causing the
misappropriation of information with the purpose or effect of interfering with or undermining election
processes or institutions in the United States. In accordance with the executive order, the U.S. Office of Foreign
Assets Control (“OFAC”) extended its list of sanctioned Russian entities and individuals to include persons
believed to be involved in the alleged hacker attacks on the servers of the U.S. political parties during the 2016
presidential election.

In August 2017, the United States passed a Countering America’s Adversaries Through Sanctions Act
(“CAATSA”), which significantly tightened “sectoral sanctions” discussed above and introduced a host of new
sanctions, including “secondary sanctions” targeting non-U.S. persons if the U.S. President determines that any
such person knowingly and materially violates, attempts to violate, conspires to violate or causes a violation of
a restriction introduced under any relevant U.S. Russian sanctions legislation or facilitates a significant
transaction or transactions for or on behalf of any person subject to U.S. Russian sanctions or his or her
relatives. This legislation further restricts access of the sanctioned Russian banks and energy companies to debt
financing on international capital markets, and expands the application of sanctions in relation to the Russian
energy sector. Furthermore, this legislation puts significant limitations on the U.S. President’s authority to ease
sanctions and issue licensing actions with respect to Russia.

In October 2017, the U.S. Department of State issued public guidance on implementation of CAATSA and the
list of Russian defence and intelligence companies and institutions, “significant transactions” with which may
result in the imposition of sanctions on persons that engage in such transactions with these companies and
institutions. The EU recently extended its own sectoral sanctions until 31 July 2021 but has not adopted new,
broader sanctions like those in the said U.S. legislation.

CAATSA also requires the U.S. Department of Treasury to issue reports on Russian senior political figures and
oligarchs, Russian parastatal entities and illicit financing in Russia, presumably to determine whether other
parties should be sanctioned. The first report was issued on 29 January 2018 and lists 114 senior Russian
political figures and 96 wealthy Russian businessmen (“Report”). The list of wealthy Russian businessmen
includes individuals each of which, according to reliable public sources, have an estimated net worth of
USS$ 1 billion or more. The identification of any individuals or entities in such reports does not automatically
lead to the imposition of new sanctions and it is not possible to predict whether any such identification could
have a material adverse effect on the Russian economy or the Group. Some of the persons on the list are
already subject to sanctions. Financial institutions are not required to block or reject transactions involving
those who are not sanctioned, but there is no assurance that they will not apply their policies for dealing with
politically exposed persons to the people listed. Any new sanctions imposed on the basis of the Report, may
further impact the Russian economy and lead to retaliatory sanctions from Russia. In addition, there is no
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assurance that such sanctions, if imposed against any of the Group’s shareholders or senior management, would
not result in any reputational issues for the Group or otherwise interfere with the Group’s operations.

No individual or entity within the Group has been designated by either the United States or the EU as a specific
target of their respective Ukraine related sanctions. No assurance can be given, however, that any such
individual or entity will not be so designated in the future, including as a result of any reports similar to the
Report, or that broader sanctions against Russia that affect the Group, will not be imposed. In the ordinary
course of business, the Group, like many other Russian companies, conducts commercial operations with
Russian persons and entities that are currently subject to the U.S. or EU sectoral sanctions (including Sberbank
and VTB). Such operations are limited to the territory of Russia and are permissible pursuant to applicable
laws. Although the Group’s commercial relations with these entities are not prohibited or otherwise negatively
affected by the sanctions, should the sanctions in respect of these entities be expanded or new sanctions
introduced in respect of the above or any other of the Group’s partners, the Group’s business could be
adversely affected. Any non-compliance with the U.S., EU and other sanctions programmes could expose the
Group to significant fines and penalties and to enforcement measures, which in turn could have a material
adverse effect on the Group’s business, financial condition, results of operations and prospects.

In August 2018, the U.S. State Department imposed new sanctions on Russia under the Chemical and
Biological Weapons Control and Warfare Elimination Act of 1991 (“CBW Act”). The initial set of sanctions
under the CBW Act includes, among other things, termination of sales of any defence articles and services and
prohibition on the export to Russia of certain national security-sensitive goods and technology. In
November 2018, the U.S. Department of State declared its intention to impose such additional sanctions
following alleged failure of Russia to meet the respective conditions. On 2 August 2019, OFAC proceeded to
issue a directive that prohibited U.S. banks from participating in the primary market for non-Russian Rouble
denominated bonds issued by the Russian sovereign and also prohibited U.S. banks from lending non-Russian
Rouble denominated funds to the Russian sovereign.

Russia has responded with countermeasures to international sanctions, currently including limiting the import of
certain goods from the United States, the European Union and other countries, imposing visa bans on certain
persons, and imposing restrictions on the ability of Russian companies and credit institutions to comply with
sanctions imposed by other countries. In addition, in January 2018, the Russian Government adopted
regulations allowing Russian companies not to publicly disclose information with respect to certain transactions
entered into with other Russian companies and individuals that are subject to sanctions imposed by foreign
states. These regulations also provide that the following information with respect to sanctioned persons should
not be publicly disclosed even if otherwise required to be so disclosed pursuant to applicable Russian
laws: (i) financial reports and accounting statements, (ii) information on pledges of movable property,
(iii) information on issuance and material conditions of guarantees, save for certain exceptions, and (iv) certain
other information. These measures may interfere with, and prevent, sanctions compliance procedures and
actions taken by various parties, including Russian companies, as certain information related to dealings with
sanctioned persons will not be publicly available.

Several pieces of draft legislation directed at amplifying U.S. sanctions against Russia have been introduced in
the U.S. Congress and are currently under consideration. The current initiatives, if enacted, could affect, among
other things, Russian sovereign debt, Russian energy projects and, the Russian energy and financial sectors. It
is currently unclear at which point, if at all, any of these bills could be signed into law and what would be the
scope of any new sanctions that may be imposed pursuant to any such laws.

In particular, on 20 December 2019, the U.S. President enacted the Protecting Europe’s Energy Security Act of
2019 (“PEESA”) as part of the National Defense Authorisation Act for Fiscal Year 2020, which mandates the
imposition of sanctions on persons providing pipe-laying vessels for the Nord Stream 2 and TurkStream gas
export pipelines after enactment of PEESA.

During 2019, members of the U.S. Congress introduced other legislation that would, if enacted, impose
additional sanctions with respect to Russia, including purportedly mandatory sanctions targeting (i) new
investment, and the sale, lease, or provision of goods, services, technology, information or support, that directly
and significantly contributes to the enhancement of the ability of the Russian Government or its owned or
controlled entities to construct energy export pipelines, which are currently targeted by non-mandatory
sanctions, and (ii) foreign persons and foreign state agencies/instrumentalities determined to be a “critical cyber
threat actor”. If enacted, and depending on the sanctions imposed on any designated person under the enacted
legislation, potential sanctions could include (among other things): (i) prohibiting any U.S. person from
investing in or purchasing significant amounts of equity or debt instruments of the sanctioned person;
(ii) limiting non-humanitarian development and/or security assistance from the U.S. to the foreign state;
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(iii) opposing loans from international financial institutions that would benefit the sanctioned entity;
(iv) prohibiting U.S. Export-Import Bank assistance for exports to the sanctioned person; (v) prohibiting
banking transactions through the U.S. financial system in which the sanctioned person has an interest;
(vi) prohibiting U.S. federal procurement from the sanctioned person; and/or (vii) denying export licences to
export items to the sanctioned person. Further legislation has also been introduced that, if enacted, would
prohibit U.S. persons from any dealings in Russian sovereign debt issued on or after 180 days from enactment.
However, these sanctions would be immediately lifted if the Director of National Intelligence affirmatively
determines and reports to the U.S. Congress that neither the Russian Government nor a foreign person acting as
an agent of or on behalf of the Russian Government interfered with a U.S. election (such determination to be
made on or before the 30th day following a U.S. election) and the U.S. Congress certifies the Director of
National Intelligence’s determination. It remains unclear whether or when any of the additional sanctions
legislation introduced will become law.

On 4 June 2020, members of the U.S. Senate introduced a bill “Protecting Europe’s Energy Security
Clarification Act of 2020 that would expand PEESA to mandate the imposition of sanctions on persons
providing vessels for pipe-laying activities for the construction of the Nord Stream 2 and the TurkStream gas
export pipelines, persons who facilitate providing those vessels, and persons who provide insurance, certain
port facilities, or tethering services for those vessels, and companies that provide certifications for Nord Stream
2 to begin operations. On 25 June 2020, members of the U.S. House of Representatives introduced a
companion bill.

Also, in October 2018, the Council of the EU adopted a new regime of restrictive measures to address the use
and proliferation of chemical weapons. The EU may impose sanctions on persons and entities involved in the
development and use of chemical weapons anywhere, regardless of their nationality and location. The
restrictive measures target persons and entities who are directly responsible for the development and use of
chemical weapons as well as those who provide financial, technical or material support, and those who assist,
encourage or are associated with them. Sanctions consist of a travel ban to the EU and an asset freeze for
persons, and an asset freeze for entities. In addition, EU persons and entities are forbidden from making funds
available to those listed. To date, nine individuals and one entity have been designated in relation to these
restrictive measures.

In October 2020 the EU introduced new sanctions against a number of Russian officials in response to the
poisoning of Alexei Navalny, a Russian opposition activist. In early February 2021, a Moscow court sentenced
Mr. Navalny to time in prison in relation to a fraud case for which he received a suspended sentence in 2014.
There is no assurance that following these developments, no new sanctions against Russia or Russian persons
will be introduced.

There could be calls from foreign countries for a further strengthening and broadening of sanctions against
Russian persons. Existing and new sanctions could have the effect of damaging the Russian economy by,
among other things, further accelerating capital flight from Russia, weakening of the Russian Rouble,
exacerbating the negative investor sentiment towards Russia and making it harder for Russian companies,
including the Group, to access international financial markets for debt and equity financing. If individuals or
entities with whom the Group does business were sanctioned as “designated nationals”, this could interfere with
the Group’s operations. Furthermore, ongoing expanded business with sanctioned parties might result in the
Group’s becoming the subject of expanded U.S. or EU sanctions. More expansive sanctions targeting broader
segments of the Russian economy could also interfere with the Group’s operations, which could have a material
adverse effect on the Group’s business, financial condition, results of operations and prospects.

The Company is a company organised and existing under the laws of the BVI, a British Overseas Territory.
Sanctions imposed by the United Kingdom are generally extended to apply to the BVI so the imposition of
further sanctions by the United Kingdom could materially impeded the Group’s business and operations and
have a material adverse effect on the Company, its business, financial condition, operations and prospects and
interfere with the Company’s ability to engage service providers.

Deterioration of relations between Russia and other countries could negatively affect the Russian economy
and those of the nearby countries

Over the past several years, Russia has been involved in conflicts, both economic and military, involving
neighbouring or more distant states. On several occasions, this has resulted in the deterioration of relations
between Russia and other members of the international community, including the United States and various
countries in Europe. Many of these jurisdictions are home to financial institutions and corporations that are
significant investors in Russia and whose investment strategies and decisions may be affected by such conflicts
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and by worsening relations between Russia and its immediate neighbours. The continuing political instability
and deteriorating economic conditions in Ukraine and the conflict in Eastern Ukraine have affected relations
between Russia and Ukraine. On March 2014, following a public referendum, the Crimean peninsula and the
city of Sevastopol became new separate constituents of Russia. The events relating to Ukraine and Crimea have
prompted condemnation by members of the international community and have been strongly opposed by the
EU and the United States, with a resulting material negative impact on their relationships with Russia. Tensions
between Russia and the EU and between Russia and the U.S. have further increased recently as a result of the
conflict in Syria.

The emergence of new or escalated tensions between Russia and neighbouring states or other states could
negatively affect the Russian economy. This, in turn, may result in a general lack of confidence among
international investors in the region’s economic and political stability and in Russian investments generally.
Such lack of confidence may result in reduced liquidity, trading volatility and significant declines in the price
of listed securities.

Economic instability in the countries where the Group operates could adversely affect its business

Since the dissolution of the Soviet Union in 1991, the economies of Russia and other CIS countries where the
Group operates have experienced periods of considerable instability and have been subject to abrupt downturns.
From 2000 until the first half of 2008, Russia experienced rapid growth in its gross domestic product, higher
tax collections and increased stability of the Russian Rouble, providing some degree of economic soundness.
However, the Russian economy was adversely affected by the glo