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ROBYG S.A.

Financial statements for the year ended 31December 2017

(in PLN thousands)

STATEMENT OF COMPREHENSIVE INCOME

for the year ended 31 December 2017

Year ended Year ended
Note 37 pecember 2017 31 December 2016
Revenues from core operating activities 111 122 000 121 748
— including interest revenue 25 316 23 946
Costs of core operating activities 11.2 (25 580) (49572)
— including cost of interest (22 016) (22 945)
Gross profit from core operating activities 96 420 72 176
Other income 201 43
Selling expenses 115 (460) (347)
Administrative expenses 115 (6 305) (6 666)
Other expenses (218) (267)
Profit from operating activities 89 638 64 939
Finance income 11.3 2 345 1892
Finance costs 11.4 (257) (341)
Profit before tax 91 726 66 490
Income tax 12 179 (1301)
Net profit for the financial year 91 905 65 189
Other comprehensive income
Other comprehensive income to be reclassified to profit or loss
in subsequent periods (net of tax):
Cash flow hedges 650 521
TOTAL COMPREHENSIVE INCOME FOR THE FINANCIAL YEAR, 92 555 65 710
NET OF TAX
Earnings per share:
—  basic and diluted, from profit for the financial year 13 0.33 0.25
3

Summary of significant accounting policies and other explanatory notes included on pages 7 to 42 are
an integral part of these financial statements.
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ROBYG S.A.

Financial statements for the year ended 31December 2017

(in PLN thousands)

STATEMENT OF FINANCIAL POSITION

as at 31 December 2017

31 December 2016

Note 31 December 2017
ASSETS
Non-current assets
Property, plant and equipment 15 1063 1456
Intangible assets 16 2815 1155
Financial assets (non-current) 17 855 489 671491
859 367 674 102
Current assets
Trade and other receivables 18 39 045 39 057
Income tax receivables 234 235
Financial assets (short-term) 17 120728 227 096
Prepayments 137 123
Cash and cash equivalents 19 98 224 96 212
258 368 362 723
TOTAL ASSETS 1117735 1036 825
EQUITY AND LIABILITIES
Equity
Share capital 20.1 28 940 26 309
Share premium 548 263 472 805
Reserve capital 20.5 8 770 8 770
Hedge reserve (577) (1 227)
Retained earnings 92 997 72127
678 393 578 784
Non-current liabilities
Ilir;ltsi:i(iiset;bearing loans, borrowings, bonds and other financial 21 249 005 393 244
Derivatives 28 134 239
Deferred income tax liabilities 12.3 3401 3439
252 540 396 922
Current liabilities
Trade and other payables 22.1 12 772 1934
Curren_t mat_urity of jr)terest-bearing loans, borrowings, bonds and 21 170 278 55 645
other financial liabilities
Derivatives 28 73 420
Accruals 507 108
Provisions 22.2 3172 3012
186 802 61119
Total liabilities 439 342 458 041
TOTAL EQUITY AND LIABILITIES 1117735 1036 825
4

Summary of significant accounting policies and other explanatory notes included on pages 7 to 42 are
an integral part of these financial statements.
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ROBYG S.A.

Financial statements for the year ended 31December 2017

(in PLN thousands)

STATEMENT OF CASH FLOW
for the year ended 31 December 2017

31 December 2016

Note 31 December 2017
Cash flows from operating activities
Profit before tax 91 726 66 490
Adjustments for:
Depreciation/Amortisation 11.6 419 422
Impairment write-off of shares in subsidiaries, net 11.2 - 25263
(Profit)/Loss from investing activities (190) (1812)
Discount effect 11.2 - -
Revenues from dividends and advance payments for dividends 11.1 (93 321) (91528)
Revenues from interest and commissions on loans granted to related 14 1 (25 316) (23 946)
parties
Interest expense on bonds and bank loans 11.2 21 296 22 328
Income from the amortisation of the valuation of financial guarantees ~ 11.1 (1058) (873)
Foreign exchange gains/losses 11.2 1346 (829)
Amortisation of bank commissions 11.2 720 617
Change in receivables (45 391) (237)
Change in payables except loans and borrowings 10 810 595
Change in accruals and prepayments 545 209
Total adjustments of profit before tax (130 140) (69 791)
Other cash flows from operating activities:
Dividends and advance payments for dividends received 91138 43245
Interest and commissions received on loans granted 17 6441 2597
Remuneration for granted guarantees 1839 1034
Total other cash flows from operating activities 99 418 46 876
Net cash from operating activities 61 004 43 575
Cash flows from investing activities
Purchase of property, plant and equipment and intangibles (1 686) (666)
Disposal of investments in subsidiaries and joint ventures - 6
Repayment of loans granted - principal 153 819 190 892
Loans granted 17 (135 535) (221 433)
Purchase of investment funds’ units 17 (5 000) (9 000)
Payments for the pu_r_chase/increase of investments in subsidiaries, 17 (26 152) (16 232)
jointly controlled entities
Net cash from investing activities (14 554) (56 433)
Cash flows from financing activities
Dividends paid 14 (71 035) (52 618)
Share capital increase 20.2 78 089 -
Repayment of finance lease liabilities (369) (368)
Proceeds from bonds issuance 21 - 120 000
Redemption of bonds 21 (10 134) (99 000)
Proceeds from incurring bank loans 84 227 157 304
Repayment of bank loans (104 769) (108 582)
Interests and commissions paid (20 430) (20 542)
Deposit constituting bank loans repayment collateral (260) (219)
Net cash from financing activities (44 681) (4 025)
Net increase/(decrease) in cash and cash equivalents 1769 (16 883)
Net foreign exchange (gains)/losses (17) -
Cash and cash equivalents at the beginning of the period 19 95 993 112 876
Cash and cash equivalents at the end of the period, including: 20 97 745 95993
restricted cash - -

5

Summary of significant accounting policies and other explanatory notes included on pages 7 to 42 are
an integral part of these financial statements.
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ROBYG S.A.

Financial statements for the year ended 31December 2017
(in PLN thousands)

STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2017

Note Share capital Share premium Reserve capital Hedge Reserve Retained earnings Total equity

As at 1 January 2017 26 309 472 805 8770 (1 227) 72127 578 784
Net profit for the period - - - - 91 905 91 905
Other comprehensive income - - - 650 - 650
Total comprehensive income for the ; ) ) 650 91 905 92 555
period

Dividend 20.2 - - - - (71 035) (71 035)
Share capital increase 2631 75 458 - - - 78 089
As at 31 December 2017 28 940 548 263 8770 (577) 92 997 678 393
As at 1 January 2016 26 309 472 805 8770 (1 748) 59 556 565 692
Net profit for the period - - - - 65 189 65 189
Other comprehensive income - - - 521 - 521
Total comprehensive income for the : ) ) 591 65 189 65 710
period

Dividend - - - - (52 618) (52 618)
As at 31 December 2016 26 309 472 805 8770 (1 227) 72 127 578 784

Summary of significant accounting policies and other explanatory notes included on pages 7 to 42 are
an integral part of these financial statements.
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~ Accounting policies and other explanatory notes(in PLN thousands)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND OTHER
EXPLANATORY NOTES

1. GENERAL INFORMATION
The financial statements of ROBYG S.A. (“Company”, “Entity”) were prepared for the year ended 31 December 2017
and contain comparable information for the year ended 31 December 2016.

The Company was established on the basis of a Notarial Deed dated 14 March 2007.The Company’s registered office
is located at al. Rzeczypospolitej 1, Warsaw (02-972), Poland.

The Company is entered into the register of business entities maintained by the District Court of the National Court
Register, XllII Commercial Division of the National Court Register, with KRS (National Court Register) number
0000280398. The Company was assigned a statistical number (REGON) 140900353.

The Company has been established for an indefinite period of time.
According to the Articles of Association, the Company’s core business activity is:
e Holding activities;
e Other advisory services connected with business activities and management.
The shareholding structure of the Company was presented in Note 20.1 to these financial statements.

As at the balance-sheet date, i.e. 31 December 2017, the Company did not have a parent entity. There were changes in
the shareholding structure of the Company after the balance-sheet date (for details please see Note 20.1 to these
financial statements).

2. IDENTIFICATION OF THE CONSOLIDATED FINANCIAL STATEMENTS

The Company has prepared consolidated financial statements for the year ended 31 December 2017 which were
approved for publication on 13 March 2018. In order to fully understand the financial situation and the results of ROBYG
S.A. as the parent entity of the Capital Group, these financial statements should be read in conjunction with the annual
consolidated financial statements for the year ended 31 December 2017. These financial statements will be made
available on the Company's website at: www.robyg.com at the date provided in the current report on the dates of
submission of the annual report of the Company and the consolidated financial report of the Capital Group for 2017.

3. APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved for publication by the Management Board on 13 March 2018.

4. INVESTMENTS OF THE COMPANY
4.1. Subsidiaries of the Company

% held by the Company
(directly and/or indirectly)
in voting rights and in share capital

Entity name Business activities of an entity as at
31 December 31 December
2017 2016
ROBYG Development 1 Sp. z 0.0. Holding activities. 100.00 % 100.00 %
ROBYQ ngelopment 1 spdtka z ograniczong Rgal estgte development and sales of 100.00 % 100.00 %
odpowiedzialnoscig Sp. k. units on its own behalf.

Real estate development and sales of

ROBYG Development 2 Sp. z 0.0. . . 100.00 % 100.00 %
units on its own behalf.
Real estate development and sales of

ROBYG Park Sp. z 0.0. ] . 100.00 % 100.00 %
units on its own behalf.

ROBYG S’foneczna.Mor.ena s'p(.)’fka z Rgal estgte development and sales of 100.00 % 100.00 %

ograniczong odpowiedzialnoscig Sp. k units on its own behalf.

ROBYG City Apartments Sp. z 0.0. Real estate development and sales of 100.00 % 100.00 %
units on its own behalf.

ROBYG Marina Tower Sp. z 0.0. Real estate development and sales of 100.00 % 100.00 %
units on its own behalf.

ROBYG Osiedle Zdrowa 1 Sp. z 0.0. Holding activities. 100.00 % 100.00 %
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ROBYG S.A.

Financial statements for the year ended 31December 2017
Accounting policies and other explanatory notes(in PLN thousands)

Entity name

% held by the Company
(directly and/or indirectly)
in voting rights and in share capital

Business activities of an entity as at
31 December 31 December
2017 2016

Real estate development and sales of

ROBYG Osiedle Zdrowa Sp. z 0.0. . . 100.00 % 100.00 %
units on its own behalf.
. Real estate development and sales of
ROBYG Jabtoniowa Sp. z 0.0. . . 100.00 % 100.00 %
units on its own behalf.
. Real estate development and sales of
ROBYG Jabtoniowa 2 Sp. z 0.0. . . 100.00 % 100.00 %
units on its own behalf.
Selling and marketing of the units built
ROBYG Marketing i Sprzedaz Sp. z o.0. by the Group companies, public 100.00 % 100.00 %
relation activities of the Group.
ROBYG Ksiegowosé Sp. z 0.0. ,:gr(i/?:g;mg and administration 100.00 % 100.00 %
ROBYG Construction Sp. z 0.0. Construction and building activities. 100.00 % 100.00 %
ROBYG Construction Poland Sp. z 0.0. Holding activities. 100.00 % 100.00 %
ROBYG Kameralna Sp. z 0.0. Real estate development and sales of 100.00 % 100.00 %

units on its own behalf.

P-Administracja Sp. z o.0.

Real estate management services. 100.00 % 100.00 %

Real estate development, offices and

Wilanow Office Center Sp. z o.0. . . 100.00 % 100.00 %
sales of units on its own behalf.

ROBYG Business Park Sp. z 0.0. Offices and commercial space rental 100.00 % 100.00 %
and management.
Real I les of

Jagodno Estates Sp. z 0.0. eal estate development and sales o 100.00 % 100.00 %
units on its own behalf.
Real estate development and sales of

ROBYG Morenova Sp. z 0.0. 100.00 % 100.00 %

units on its own behalf.

OVERKAM 7 QUBE Sp. z 0.0.

Holding activities. 100.00 % 100.00 %

Real estate development and sales of

ROBYG Zajezdnia Wrzeszcz Sp. z 0.0. . . 100.00 % 100.00 %

units on its own behalf.
. Real estate development and sales of

ROBYG Ursynéw Sp. z o.0. . . 100.00 % 100.00 %
units on its own behalf.

OVERKAM 7 QUBE SPV 12 Sp. 7 0.0. Real estate development and sales of 100.00 % 100.00 %
units on its own behalf.

OVERKAM 7 QUBE spotka z ograniczong Real estate development and sales of 100.00 % 100.00 %

odpowiedzialnoscig SPV 13 S.K.A.

units on its own behalf.

ROBYG Property Sp. z o0.0.

Rental activities. 100.00 % 100.00 %

Real estate development and sales of

ROBYG Zoliborz Investment Sp. z 0.0. . . 100.00 % 100.00 %
units on its own behalf.
ROBY.G Flpance'z §po+ka Z ograniczong Financing activities. 100.00 % 100.00 %
odpowiedzialnoscig S.K.A.
ROBYG Finance Sp. z 0.0. Holding activities. 100.00 % 100.00 %
ROBYG Stoneczna Morena Sp. z 0.0. Holding activities. 100.00 % 100.00 %
ROBYG Stacja Nowy Ursus Sp. z 0.0. Rgal estgte development and sales of 51.00 % 51.00 %
units on its own behalf.
Real I les of
ROBYG Praga Investment | Sp. z 0.0. eal estate development and sales o 100.00 % 100.00 %
units on its own behalf.
ROBYG Apartamenty Villa Nobile Rgal estgte development and sales of 51.00 % 51.00 %
Sp. z 0.0. units on its own behalf.
Real estate development and sales of
ROBYG Young City 2 Sp. z 0.0. units on its own behalf. 51.00% 51.00%
ROBYG Mokotéw Investment Sp. z 0.0. Rgal estgte development and sales of 51.00 % 51.00 %
units on its own behalf.
Real | les of
ROBYG Green Mokotéw Sp. z o0.0. e.a eSt?‘te development and sales o 51.00 % 51.00 %
units on its own behalf.
BARIUM spoika 2 ograniczong Financing activities. 51.00 % 51.00 %
odpowiedzialnoscig S.K.A.
BARIUM Sp. z 0.0. Holding activities. 51.00 % 51.00 %
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ROBYG S.A.

Financial statements for the year ended 31December 2017
Accounting policies and other explanatory notes(in PLN thousands)

% held by the Company
(directly and/or indirectly)
in voting rights and in share capital

Entity name Business activities of an entity as at
31 December 31 December
2017 2016
Real estate development and sales of
ROBYG Young City 3 Sp. z 0.0. (s o s our bopele 100.00 % 100.00 %
ROBYG Ogrdéd Jelonki Sp. z o.0. Holding activities. 100.00 % 100.00 %
Real estate development and sales of
ROBYG Osiedle Kameralne Sp. z o.0. units on its own beﬁalf. 100.00 % 100.00 %
Project management and supportin
ROBYG Project Management Sp. z 0.0. ser\J/ices. 9 pporting 100.00 % 100.00 %
Real estate development and sales of
ROBYG Wola Investment 2 Sp. z 0.0. units on its own beﬁalf. 100.00 % 100.00 %
ROBYG Osiedle Zyczliwe Sp. z 0.0. (formerly: ~ Real estate development and sales of 100.00 % 100.00 %
ROBYG Villanova Sp. z 0.0.) units on its own behalf.
Real estate development and sales of
Kuropatwy Park Sp. z o.0. units on its own behalf. 100.00 % 100.00 %
Real estate development and sales of o 100.00 %
GK ROBYG Sp. z 0.0. units on its own behalf. 100.00 % ) 0
. Real estate development and sales of
Inwestycja 2016 Sp. z o.0. units on its own behalf. 50.00% 50.00%
ROBYG Wola Investment 3 Sp. z 0.0. Holding activities. 100.00 % 100.00 %
ROBYG Wola Investment 3 Spétka z Re_al estt_:lte development and sales of 100.00 % 100.00 %
ograniczong odpowiedzialno$cig Sp. k. units on its own behalf.
PZT "Transbud” S.A. Real estate rental on its own behalf. 100.00 % 100.00 %
N o ) Repair and production services with
PZT "Transbud Service" Sp. z 0.0. in regard to means of transportation and 100.00 % 100.00 %
liquidation other equipment.
PZT "Transbud Trading - 3" Sp. z 0.0. in Sale of parts and accessories for motor 100.00 % 100.00 %
liquidation vehicles.
Sale of parts and accessories for motor
PZT "Transbud Trading - 4" Sp. z 0.0. vehiclesp. 100.00 % 100.00 %
Real estate development and sales of o 100.00 %
ROBYG 27 Sp. z 0.0. units on its own behalf. 100.00 % YT
Real estate development and sales of
ROBYG 18 Sp. z 0.0. units on its own behalf and sports 100.00 % 100.00 %
activities.
Real estate development and sales of
ROBYG Grobla Park Sp. z o.0. units on its own beﬁalf. 100.00 % 100.00 %
Przedsigbiorstwo Motoryzacyjne Retail saleland wholesale of passenger 100.00 % 100.00 %
AUTO-GDANSK Sp. z 0.0. cars and pick-up vans.
Real estate development and sales of o /
ROBYG 19 Sp. zo.0. units on its own behalf. 100.00 % na
ROBYG Working Balance Sp. z 0.0. (formerly: ~ Real estate development and sales of 100.00 % nia
ROBYG 20 Sp. z 0.0.) units on its own behalf. :
Real estate development and sales of o /
ROBYG 21 Sp. z 0.0. units on its own behalf. 100.00 % n/a
Real estate development and sales of o n/a
ROBYG 22 Sp. z 0.0. units on its own behalf. 100.00 %
Real estate development and sales of
Star Property Sp. z 0.0. in liquidation units on its own begalf. 100.00 % n/a
Real estate acquisition and sales on its
IGD Silesia Sp. z 0.0. in liquidation A 100.00 % nia
Real estate development and sales of 100.00 % 51.00 %

ROBYG Wola Investment Sp. z 0.0.

units on its own behalf.

All the above entities have an unlimited period of operation.
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4.2. Joint-ventures

% held by the Company
(directly or indirectly) in voting rights and in

Entity name Business activities share capital of an entity as at

31 December 2017 31 December 2016
Krolewski Park Sp. z o.0. Sritasl, i?]t?tt: gﬁxeggag}ﬁm and sales of 51.00% 51.00%
ROBYG Young City 1 Sp. z 0.0, S,i‘?sl iit?tfgﬁxeggﬁg}fm and sales of 51.00 % 51.00 %
ROBYG Osiedle Krolewskie Sp. z 0.0. Srffs' i‘?’ffffﬁi‘éﬂg?m and sales of 51.00 % 51.00 %
ROBYG Wola Investment Sp. z 0.0. Sri?_cl, iitifgﬁxegzﬂr;:m and sales of n/a (1) 51.00 %

(1) In4Q 2017, the Company acquired the remaining 49% of shares in ROBYG Wola Investment Sp. z 0.0. from NCRE Investments Ltd (for details
please see Note 17).

5. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

5.1. Professional judgements

In applying accounting policies to the issues specified below, in addition to the estimates of the accountants, the
professional judgment of the Company’s management was of the greatest importance.

IMPAIRMENT OF ASSETS

The Company conducts tests for the impairment of its non-current financial assets. The non-current financial assets of
the Company include mainly the shares in special purpose vehicles (“SPV”, “SPVs”) developing individual residential
projects and loans granted to the above entities. At each reporting date the Company assesses whether there is any
indication that an investment in a given SPV may be impaired. The amount of a potential impairment loss is measured
as the difference between the carrying amount of the Company’s investment in shares of a given SPV and the present
value of the estimated future cash flows arising from a development project carried by the SPV. For the details of
impairment tests conducted in the financial year ended 31 December 2017 concerning impairment of non-current
financial assets see Note 17.

5.2. Uncertainty in estimates

Below are discussed key assumptions concerning the future and other key sources of estimating uncertainty as at the
balance-sheet date which have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities during the next financial year.

DEPRECIATION AND AMORTISATION RATES

Depreciation and amortisation rates are determined based on the anticipated economic useful lives of property, plant,
equipment and intangible assets. The economic useful lives are reviewed annually by the Company based on current
estimates.

TAXES

Deferred tax assets are recognised for unused tax losses to the extent that it is probable the taxable profit will be
available and against which the losses can be utilised. Significant management judgement is required to determine the
amount of deferred tax assets that can be recognised, based on the likely timing and the level of future taxable profits,
together with the future tax planning strategies.

6. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS
These financial statements have been prepared on a historical cost basis, except for derivative financial instruments
that have been measured at fair value and financial assets at fair value through profit and loss.

These financial statements are presented in the Polish zloty (“PLN") and all values are given in PLN thousands, unless
indicated otherwise.

These financial statements have been prepared on the assumption that the Company will continue as a going concern
in the foreseeable future. As at the date of approval of these financial statements, there are no circumstances that
would indicate a threat to the continuing activity of the Company.

10
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6.1. Statement of compliance

These Financial Statements have been prepared in accordance with the International Financial Reporting Standards
('IFRS'") as adopted by the EU (‘EU IFRS’). As at the date of approval of these financial statements for publication, in the
light of the ongoing process of implementation of the IFRS by the EU,IFRS applicable to these financial statements do
not differ from the EU IFRS.

The IFRS-EU include standards and interpretations approved by the International Accounting Standards Board (“IASB”)
and the International Financial Reporting Interpretations Committee (“IFRIC”).

6.2. Functional currency and presentation currency

The Polish zloty (PLN) is the functional currency of the Company as well as the presentation currency in these financial
statements.

7. CHANGES TO THE ACCOUNTING POLICIES RESULTING FROM THE AMENDED
STANDARDS

The accounting rules (policies) used to prepare these financial statements are the same as those used to prepare the
financial statements of the Company for the year ended 31 December 2016, with the exception of the changes
described in Note 4.1 concerning the changes presented below. The below changes to the IFRS have been adopted in
these financial statements as of the date of their coming into force, however they have not had a material impact on the
presented and disclosed financial information or they have not applied to transactions concluded by the Company:

¢ Amendments to IAS 12 Recognition of deferred tax assets for unrealised losses

The amendments provide more precise instructions as to the creation of negative temporary differences in the case of
debt financial instruments valued at fair value, the estimation of the likely future taxable income and the evaluation
whether the income will allow to realise the negative temporary differences. The amendments apply retrospectively.
The application of the above amendments did not have an impact on the financial standing of the Company due to the
fact that the Company does not recognise negative temporary differences to which these amendments refer to.

e Amendments to IAS 7 Disclosure initiative

The amendments require an entity to disclose information which will enable the users of financial statements to carry
out an evaluation of changes in liabilities related to financial operations. It is not required to present comparable
information for comparable period. The Company presented information resulting from the above amendments for the
year ended 31 December 2017 in Note 28.2.

8. NEW STANDARDS AND INTERPRETATIONS PUBLISHED BUT NOT YET EFFECTIVE

The following standards and interpretations have been issued by the International Accounting Standards Board or by
the International Financial Reporting Interpretations Committee, but are not yet effective:

e IFRS 9 Financial Instruments (issued on 24 July 2014) effective for financial years beginning on or after
1 January 2018 (Note 8.1),

e IFRS 14 Regulatory Deferral Accounts (issued on 30 January 2014) — The European Commission has
decided not to launch the endorsement process of this interim standard and to wait for the final standard— not
yet endorsed by EU as at the date of approval of these financial statements — effective for financial years
beginning on or after 1 January 2016,

¢ IFRS 15 Revenue from Contracts with Customers (issued on 28 May 2014), including amendments to IFRS 15
Effective date of IFRS 15 (issued on 11 September 2015) — effective for financial years beginning on or after
1 January 2018,

e Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets Between an Investor and its Associate or
Joint Venture (issued on 11 September 2014) — works aimed at adoption of these amendments have been
postponed by the EU indefinitely - the effective date was postponed indefinitely by IASB,

e IFRS 16 Leases (issued on 13 January 2016) - not yet endorsed by the EU as at the date of approval of these
financial statements - effective for financial years beginning on or after 1 January 2019,

e Amendments to IFRS 4 Applying IFRS 9 Financial Instruments jointly with IFRS 4 Insurance Contracts (issued
on 12 September 2016) - effective for financial years beginning on or after 1 January 2018,
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e Clarifications to IFRS 15 Revenue from Contracts with Customers (issued on 12 April 2016) — effective for
financial years beginning on or after 1 January 2018,

¢ Amendments to IFRS 2 Classification and Measurement of Share-based Payment Transactions (issued on 20
June 2016) — not yet endorsed by the EU as at the date of approval of these financial statements — effective for
financial years beginning on or after 1 January 2018,

e Annual Improvements to IFRS 2014-2016 (issued on 8 December 2016) —Amendments to IFRS 1 and IAS 28
are effective for financial years beginning on or after 1 January 2018,

e Interpretations to IFRIC 22 Foreign Currency Transactions and Advance Consideration (issued on 8
December 2016) — not yet endorsed by the EU as at the date of approval of these financial statements —
effective for financial years beginning on or after 1 January 2018,

e Amendments to IAS 40: Transfers of Investment Property (issued on 8 December 2016) — not yet endorsed by
the EU as at the date of approval of these financial statements — effective for financial years beginning on or
after 1 January 2018,

¢ Amendments to MSSF 9: Prepayment Features with Negative Compensation (issued on 12 October 2017) —
not yet endorsed by the EU as at the date of approval of these financial statements — effective for financial
years beginning on or after 1 January 2019,

e Amendments to IAS 28 Investments in Associates and Joint Ventures (issued on 12 October 2017) — not yet
endorsed by the EU as at the date of approval of these financial statements — effective for financial years
beginning on or after 1 January 2019,

e Interpretations to IFRIC 23 Uncertainty over Income Tax Treatments (issued on 7 June 2017) — not yet
endorsed by the EU as at the date of approval of these financial statements — effective for financial years
beginning on or after 1 January 2019,

e Annual Improvements to IFRS 2015-2017 (issued on 12 December 2017) — not yet endorsed by the EU as at
the date of approval of these financial statements — effective for financial years beginning on or after 1 January
2019,

e MSSF 17 Insurance Contracts (issued on 18 May 2017) - not yet endorsed by the EU as at the date of
approval of these financial statements - effective for financial years beginning on or after 1 January 2021.

The Company has not early adopted any other standard, interpretation or amendment that was issued but is not yet
effective.

The Management Board is in process of analysing the impact of the above new standards and amendments on the
stand-alone financial statements in the period in which they will be applicable. The results of this analysis will depend on
a further more detailed analysis of the provisions of the standards, clarifications and additional interpretations issued by
the International Accounting Standards Board.

8.1. Implementation of MSSF 9

In July 2014, the International Financial Reporting Standards Committee published International Financial Reporting
Standard 9 Financial Instruments ("IFRS 9"). The IFRS 9 covers three aspects related to the financial instruments:
classification and valuation, impairment of value and hedge accounting. The IFRS 9 is effective for annual periods
starting from 1 January 2018 and later with an option to apply earlier.

The Company plans to apply IFRS 9 as of the day of its coming into force, without the transformation of comparable
data.

In 2017, the Company carried out a detailed evaluation of the impact of the introduction of IFRS 9 on the accounting
rules (policy) used by the Company with regards to the Company's operations and/or its financial results. This
evaluation is based on currently available information and may be subject to change resulting from obtaining
reasonable and documented additional information during the time when the Company will apply the IFRS 9 for the first
time.

The Company does not expect a significant impact of the introduction of the IFRS 9 on the statement of financial
position and equity in connection with the application of the IFRS 9 in the area of classification and valuation. It is
expected that all financial assets valued up until now at fair value will continue to be valued at fair value, whereas assets
valued at amortised cost will continue to meet the criteria for current method of valuation. Application of IFRS 9 will also
not have an impact on the manner of valuation of shares in subsidiaries and co-subsidiaries by the Company.
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Pursuant to IFRS 9, an entity values the write-off for the expected loan losses in the amount equal to the expected
12-month loan losses or expected loan losses during the term of the financial instrument. The Company will apply a
simplified approach and will value the write-off for the expected loan losses in the amount of expected loan losses
during the term of the financial instrument in case of trade receivables. The analysis is made on the basis of receivables
portfolio by grouping them according to similar risk profile. Whereas, in case of granted loans, the analysis was made in
relation to balances of which: no significant increase in credit risk occurred (level 1), significant increase in credit risk
occurred (level 2), impairment indicators occured (level 3). Total balance of loans granted excluding amount of PLN
51 400 thousand was classified as Level 1 as it concerns receivables from subsidiaries of good financial standing with
no increase in credit risk on initial recognition; for these receivables the impairment write-off was valued as sum of
12-month expected loan losses. On the other hand, the amount of PLN 51 400 thousand was classified as Level 2
regarding to increased credit risk. The respective balances were analysed and it was stated that application of IFRS 9
will not have a considerable impact on the write-off so far created.

The Company estimates that due to the nature of receivables (mostly granted loans and trade receivables), the
impairment write-off will not increase significantly as a result of application of IFRS 9.

As the Company is currently not using hedge accounting, the application of IFRS 9 will not have a significant effect on
the Group's financial statements in this regard.

9. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

9.1. Foreign currency translation

Transactions denominated in currencies other than Polish zloty are translated into Polish zloty at the foreign exchange
rate prevailing on the transaction date.

As at the balanced-sheet date, monetary assets and liabilities expressed in currencies other than the Polish zloty are
translated into Polish zloty using the average National Bank of Poland rate for a given currency at the end of the
reporting period. Exchange differences resulting from the translation are recorded under finance income or finance
costs, or, in cases defined in accounting policies, are capitalised in the cost of assets. Non-monetary foreign currency
assets and liabilities recognised at currency exchange historical cost are translated at the historical foreign exchange
rate prevailing on the transaction date. Non-monetary foreign currency assets and liabilities recognised at fair value are
translated using the rate of exchange binding as at the date of re-measurement to fair value.

The following exchange rates were used for valuation purposes:

31 December 2017 31 December 2016
uUsD 3.4813 4.1793
EUR 4.1709 4.4240

9.2. Property, plant and equipment

Property, plant and equipment are recognised at purchase price/ production cost less accumulated depreciation and
impairment losses. The initial value of an item of property, plant and equipment comprises its purchase price and any
costs directly related to the purchase or directly attributable to bringing the asset into working condition for its intended
use. The costs also comprise the cost of replacement of the components of machinery and equipment when incurred, if
the recognition criteria are met. Costs incurred after the date of the commissioning of the fixed asset, such as the costs
of maintenance and repairs, are charged to the profit or loss when they are incurred.

Upon purchase, fixed assets are divided into components, which represent items with a significant value that can be
allocated a separate useful life. Overhauls also represent an asset component.

Fixed assets are depreciated using the straight-line method over their estimated useful lives as presented below:
Type Period
5 years
2-10 years

Vehicles

Equipment and other assets

Residual values, useful lives and depreciation and amortisation methods of asset components are reviewed annually
and, if necessary, adjusted with the effect from the beginning of the reporting period.

An item of property, plant and equipment is derecognised from the statement of financial position upon its disposal or
when no future economic benefits are expected from its further use. Any gain or loss arising from the de-recognition of
the statement of financial position of an asset (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is recognised in the profit or loss for the period in which such de-recognition took place.
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Fixed assets under construction include fixed assets which are under construction or assembly and are recognised at
purchase price or cost of production less any impairment losses. Depreciation of an asset begins when it is available for
use.

9.3. Intangible assets

Intangible assets acquired separately or produced (if they meet the recognition criteria for development costs) are
measured on initial recognition at cost (acquisition or production costs, respectively). The cost of intangible assets
acquired in a business combination equals their fair value as at the date of the combination. Following the initial
recognition, intangible assets are carried at acquisition or production cost less any accumulated amortisation and any
accumulated impairment losses. Expenditures incurred for internally generated intangible assets, excluding capitalised
development costs, are not capitalised and are recognised as costs in the reporting period in which they are incurred.

The Company assesses useful lives of intangible assets to be either definite or indefinite. Intangible assets with definite
lives are amortised over the useful life and assessed for impairment whenever there is an indication that the intangible
asset may be impaired. The amortisation period and the amortisation method for an intangible asset with a definite
useful life are reviewed no less than at the end of each financial year. The changes in the expected useful life or the
expected pattern of consumption of future economic benefits embodied in the asset are accounted for by changing the
amortisation period or method, as appropriate, and treated as changes in accounting estimates. The amortisation
expense on intangible assets with definite useful lives is recognised in the statement of comprehensive income in the
category consistent with the function of the intangible asset.

Intangible assets with indefinite useful lives and those that are not in use are tested for impairment annually either
individually or at the cash generating unit level.

Useful lives are reviewed annually and, if necessary, they are adjusted with effect from the beginning of the given
reporting period.

Gains or losses resulting from the de-recognition of intangible assets from the statement of financial position are
measured as the difference between net sale proceeds and the carrying amount of a particular asset and are
recognised in the statement of comprehensive income at the date of their de-recognition from the statement of financial
position.

9.4. Leases

Finance leases, which transfer to the Company substantially all the risks and benefits incidental to ownership of the
leased item, are capitalised at the inception of the lease at the fair value of the leased property or, if lower, at the present
value of the minimum lease payments. Lease payments are apportioned between the finance charges and reduction of
the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges
are charged directly to the statement of comprehensive income.

Capitalised leased assets are depreciated over the estimated useful life of the asset or the lease term. If there is a
reasonable certainty that the Company will obtain ownership by the end of the lease term, the period of expected use is
the useful life of the asset; otherwise the asset is depreciated over the shorter of the lease term and its useful life.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases. Subsequent lease payments are recognised as an expense in the statement of comprehensive
income on a straight-line basis over the lease term.

9.5. Impairment of non-financial fixed assets

An assessment is made by the Company at each balance-sheet date to determine whether there is any indication that
a non-financial asset may be impaired. If it has been established that such an indication exists, or in case an annual
impairment testing is required, the Company makes an estimate of the recoverable amount of that asset or a
cash-generating unit of which a particular asset is a part.

The recoverable amount of an asset or a cash-generating unit is the higher of the following two: the fair value of the
asset or the cash-generating unit less costs of sale or its value in use. The recoverable amount is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those from other
assets or groups of assets. Where the carrying amount of an asset exceeds its recoverable amount, the impairment of
value occurs and thus is written down to its recoverable amount. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset. Impairment losses of assets used in continuing operations are
recognised in the expense categories consistent with the function of the impaired asset.
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An assessment is made at each balance-sheet date as to whether there is any indication that previously recognised
impairment loss of a given asset may no longer exist or should be decreased. If such indication exists, the Company
makes an estimate of a recoverable amount. A previously recognised impairment loss is reversed only if there has been
a change in the estimates used to determine the asset's recoverable amount since the last impairment loss was
recognised. If that is the case, the carrying amount of the asset is increased to its recoverable amount. That increased
amount cannot exceed the carrying amount that would have been determined, net of depreciation or amortisation, had
no impairment loss been recognised for the asset in prior years. Such reversal is recognised immediately in revenues.
After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the asset is adjusted in
future periods to allocate the asset’s verified carrying amount, less its residual value (if any), on a systematic basis over
its remaining useful life.

9.6. Shares in subsidiaries, associates, and joint-ventures
Shares in subsidiaries, associates, and joint ventures are recorded at historical costs after taking into account
impairment write-offs.

Subsidiaries are entities controlled by the Company. The Company controls an entity if and only if it has all of the
following:

e  power over the entity;
e exposure, or rights, to variable returns from its involvement with the entity; and
e the ability to use its power over the entity to affect the amount of the returns generated.

A joint venture is a type of a contractual arrangement whereby the Company together with a joint venture partner have
joint control of the given arrangement. Joint control is the contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities (including strategic financial and operating decisions)
require the unanimous consent of the parties sharing control.

An associate is an entity over which the Company has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the entity, but is not control or joint control over those
policies.

9.7. Financial assets

Financial assets are classified into one of the following categories:
¢ financial assets held to maturity,
o financial assets at fair value through profit or loss,
e loans and receivables,
¢ financial assets available for sale.

Financial assets held to maturity are non-derivative financial assets listed on the active market with fixed or
determinable payments and fixed maturities, which the Company has a positive intention and ability to hold until
maturity, other than:

e those that upon initial recognition are designated as at fair value through profit or loss;
e those that are designated as available for sale; and
e those that meet the definition of loans and receivables.

Financial assets held to maturity are measured at amortised cost using the effective interest rate. Financial assets held
to maturity are classified as non-current assets if they fall due within more than 12 months from the balance-sheet date.

A financial asset at fair value through profit or loss is a financial asset that meets either of the following conditions:
e itis classified as held for trading. A financial asset is classified as held for trading if it is:
o acquired principally for the purpose of selling it in the near future;

o part of a portfolio of identified financial instruments that are managed together and for which there is
a possibility of short-term profit taking; or

o aderivative (except for a derivative that is a financial guarantee contract or a hedging instrument).
e upon an initial recognition it is classified to this category pursuant to IAS 39.

Financial assets at fair value through profit or loss are measured at fair value, which takes into account their market
value as at the reporting date without sale transaction costs. Any change in the value of these instruments is recorded
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in finance costs or finance income in the statement of comprehensive income. When a contract contains one or more
embedded derivatives, the entire hybrid contract may be designated as a financial asset at fair value through profit or
loss. This does not pertain to cases where an embedded derivative does not significantly affect cash flow from the
contract or it is obvious, without performing or after performing a quick analysis, that if a similar hybrid instrument would
first be considered, then the separation of the embedded derivative would be prohibited. Financial assets may be
classified at initial recognition as at fair value through profit or loss if the following criteria are met: (i) such qualification
eliminates or significantly decreases inconsistencies in recognition or valuation (accounting mismatch); or (ii) the assets
are part of a group of financial assets which are managed and measured at fair value, in accordance with a documented
risk management strategy; or (iii) the financial asset contains an embedded derivatives that would need to be
separately recorded.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted on
an active market. These are classified as current assets, provided that maturity does not exceed 12 months after the
reporting date. Loans and receivables with maturities exceeding 12 months from the reporting date are classified under
non-current assets.

Available-for-sale financial assets are those non-derivative financial assets that are classified as available-for-sale or
are not classified in any of the three preceding categories. Available-for-sale financial assets are measured at fair value,
without deducting transaction costs, and taking into account their market value as at the reporting date. Where no
guoted market price is available and there is no possibility to determine their fair value using alternative methods,
available-for-sale financial assets are measured at cost, adjusted for any impairment losses. Positive and negative
differences between the fair value and the acquisition cost, of financial assets available for sale, net of deferred tax (if
guoted market price determined on the regulated market is available or if the fair value can be determined using other
reliable method) are taken to the statement of comprehensive income (as “Other comprehensive income/(loss) for the
period, net of tax”). Any decrease in the value of financial assets available for sale resulting from impairment losses is
taken to the statement of comprehensive income and recorded under finance cost.

Purchase and sale of financial assets is recognised at the transaction date. Initially, financial assets are recognised at
acquisition cost, i.e. at fair value plus, for financial assets other than classified as financial assets at fair value through
profit and loss, transaction costs.

Financial assets are de-recognised if the Company loses its control over contractual rights attached to those assets,
which usually takes place upon the sale of the asset or where all cash flows attributed to the given asset are transferred
to an independent third party.

9.8. Impairment of financial assets

At each reporting date the Company assesses whether there is any objective evidence that a financial asset or a group
of financial assets is impaired.

ASSETS CARRIED AT AMORTISED COST

If there is an objective evidence that an impairment loss on loans and receivables carried at amortised cost has been
incurred, the amount of the loss is measured as the difference between the asset’s carrying amount and the present
value of the estimated future cash flows (excluding future expected credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate (i.e. the effective interest rate calculated at its initial
recognition). The carrying amount of the asset is reduced directly. The amount of the loss is then recognised in the profit
or loss.

The Company first assesses whether objective evidence of impairment exists individually for financial assets that are
individually significant, and individually or collectively for financial assets that are not individually significant. If it is
determined that no objective evidence of impairment exists for an individually assessed financial asset, whether
significant or not, the asset is included in a group of financial assets with similar credit risk characteristics and the group
of financial assets is collectively assessed for impairment. Assets that are individually assessed for impairment and for
which an impairment loss is or continues to be recognised are not included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be objectively related to
an occurring after the impairment was recognised, the previously recognised impairment loss is reversed. Any
subsequent reversal of an impairment loss is recognised in the statement of comprehensive income, to the extent that
the carrying amount of the asset does not exceed its amortised cost at the reversal date.
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FINANCIAL ASSETS CARRIED AT COST

If there is objective evidence that an impairment loss has been incurred on an unquoted equity instrument that is not
carried at fair value, because its fair value cannot be reliably measured, or on a derivative instrument that is linked to
and has to be settled by a delivery of such an unquoted equity instrument, the amount of the impairment loss is
measured as the difference between the carrying amount of the financial asset and the present value of the estimated
future cash flows discounted at the current market rate of return for a similar financial asset.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

If there is an objective evidence that an impairment loss has been incurred on an available-for-sale financial asset, then
the amount of the difference between the acquisition cost (net of any principal payment and depreciation/ amortisation)
and the current fair value, less any impairment loss on that financial asset previously recognised in the statement of
comprehensive income, is removed from equity and recognised through other comprehensive income in the statement
of comprehensive income. Reversals of impairment losses on equity instruments classified as available for sale cannot
be recognised in the statement of comprehensive income. If, in a subsequent period, the fair value of a debt instrument
classified as available for sale increases and the increase can be objectively related to an event occurring after the
impairment loss was recognised in the statement of comprehensive income, the amount of the reversal is recognised in
the statement of comprehensive income.

9.9. Derivative financial instruments and hedges

The Company used derivative financial instruments such as interest rate swaps to hedge against the risks associated
with interest rate and foreign currency fluctuations. Such derivative financial instruments are measured at fair value.
Derivatives are carried as assets when their fair value is positive and as liabilities when their fair value is negative.

Any gains or losses arising from the changes in the fair value of derivatives that do not qualify for hedge accounting are
reported directly in the net profit or loss for the period.

The fair value of interest rate swap contracts is determined by reference to market values of similar instruments.

The fair value of contracts for changing interest rates is determined on the basis of a valuation model that takes into
account observable market data including, in particular, current forward interest rates.

In hedge accounting, hedges are classified as:

e fair value hedges that protect from the risk of changes in the fair value of the recognised asset component or
liability, or

e cash flow hedges that protect from the changes in cash flows which can be assigned to a specific type of risk
related to the recognised asset component, liability, or forecast transaction, or

e hedges of a net investment in a foreign operation.
Hedges of the foreign exchange risk of firm commitments are settled as cash flow hedges.

Upon establishing a hedge, the Company formally designates and documents the hedging relationship, as well as the
risk management goal and the strategy for establishing the hedge. The documentation includes the identification of the
hedging instrument, the hedged item or transaction, the nature of the hedged risk, as well as the manner of evaluating
the effectiveness of the hedging instrument in compensating for the risk of changes in the fair value of the hedged item
or cash flows related to the hedged risk. It is expected that a hedge will be highly effective in compensating for changes
in the fair value or cash flows arising out of the hedged risk. The effectiveness of the hedge is evaluated on an ongoing
basis for the purpose of checking whether it is highly effective in all reporting periods for which it was established.

FAIR VALUE HEDGES

Fair value hedges protect from the changes in the fair value of a recognised asset component or liability or an
unrecognised firm commitment, or a separate part of such an asset component, liability, or a firm commitment, which
can be assigned to a specific type of risk and which could affect the profit or loss. In the case of a fair value hedge, the
carrying amount of the hedged item is adjusted by profits and/or losses resulting from the changes in the fair value
arising out of the hedged risk, the hedging instrument is valued at fair value, and the profits and losses under the
hedging instrument and the hedged item are recognised in the profit or loss.

If an unrecognised firm commitment is designated as a hedged item, the later total changes in the fair value of the firm
commitment arising out of the hedged risk are recognised as an asset component or a liability, and the profits or losses
that arise are recognised in the profit or loss. Changes in the fair value of the hedging instrument are also recognised in
the profit or loss.
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The Company will cease using hedge accounting rules if a hedging instrument expires, is sold, terminated, or executed,
if the hedge ceases to satisfy hedge accounting criteria, or when the group annuls the hedging relationship. Each
adjustment of the carrying amount of the hedged financial instrument to which the amortised cost method applies is
subject to depreciation, and the resulting write-offs are recognised in the profit or loss. Depreciation may begin from the
moment in which the adjustment is made, however no later than in the moment when the adjustment of the hedged item
by the changes in fair value arising out of the hedged risk ceases.

CASH FLOW HEDGES

Cash flow hedges protect from the risk of cash flows fluctuations, which can be assigned to a specific type of risk related
to a recognised asset component or liability or a highly probable planned transaction and which could affect the profit or
loss. The part of the profits or losses related to the hedging instrument which constitutes an effective hedge is
recognised in other comprehensive income, while the ineffective part is recognised in the profit or loss.

If the planned hedged transaction subsequently results in the recognition of a financial asset component or financial
liability, the profits or losses related to it, which were recognised in other comprehensive income and accumulated in
equity are transferred to the profit and loss account in the same period or periods in which the acquired asset
component or liability affects the profit or loss.

If the hedging of a planned transaction subsequently results in the recognition of a non-financial asset component or
non-financial liability, or the planned transaction related to a non-financial asset component or a non-financial liability
becomes a firm commitment to which a fair value hedge will apply, then the profits or losses which were recognised in
other comprehensive income are reclassified from equity to profit or loss in the same period or periods in which the
acquired non-financial asset component or liability affects the profit or loss.

Profits or losses that arose as a result of changes in the fair value of derivatives that do not satisfy the conditions, which
allow for the use of hedge accounting are recognised directly in the net financial result for the current period.

The Company will cease using hedge accounting rules if a hedging instrument expired or was sold, its use ended, or it
was executed, or if the hedging instrument ceased to satisfy the conditions that allow for the application of hedge
accounting principles in regard to it. In such a case, the total profit or loss on the hedging instrument that was
recognised in other comprehensive income and accumulated in equity continues to be recognised in equity until the
moment of the planned transaction. If the Company no longer expects the planned transaction to take place, then the
total profit or loss accumulated in equity will be transferred to the net profit or loss for the current period.

HEDGES OF INVESTMENTS IN NET ASSETS IN A FOREIGN OPERATION

Hedges of net investments in foreign operations, including cash hedges, recognised as a part of the share in a net
investment in a foreign operation, are recognised similarly to cash flow hedges. The profits and losses under the
hedging instrument related to the effective part of the hedge are recognised in other comprehensive income while the
profits and losses related to the ineffective part of the hedge are recognised in the profit or loss. At the moment of the
disposal of the foreign operation, the amount of the profits or losses recognised previously in other comprehensive
income is reclassified from equity to profits or losses as an adjustment arising out of the reclassification.

9.10. Trade and other receivables
Trade receivables are recognised and carried at the original invoice amount less an allowance for any doubtful amounts.
An estimate for doubtful debts is made when collection of the full amount is no longer probable.

If the effect of the time value of money is material, the value of receivables is determined by discounting the estimated
future cash flows to present value. Where discounting is used, any increase in the balance due to the passage of time is
recognised as finance income.

Advance payments are presented in accordance with the nature of the assets to which they refer, respectively as
non-current assets or current assets. As non-cash assets, advance payments are not subject to discounting.

Tax receivables are presented in the trade and other receivables, with the exception of deferred corporate income tax
receivables, which constitute a separate item in the statement of financial position.

9.11. Cash and cash equivalents

Cash and short-term deposits recorded in the statement of financial position comprise cash at the bank and in-hand and
short-term deposits with an original maturity of three months or less.

For the purpose of a statement of cash flow, cash and cash equivalents consist of cash and cash equivalents described
above.
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9.12. Interest-bearing loans, borrowings and debt securities

All borrowings and debt securities are initially recognised at fair value less transaction costs related to the obtaining of
the borrowings.

After the initial recognition, interest-bearing borrowings and bonds are subsequently measured at amortised cost with
the use of the effective interest rate method, except for liabilities that are designated as hedged items, as described in
item 9.9.

When determining the amortised cost, any transaction costs and any discount or premium on the settlement of the
liability, are taken into account.

Gains and losses are recognised in the statement of comprehensive income immediately upon derecognition of the
liability from the statement of financial position and, as a result, of settlement with the use of the effective interest rate
method.

The Company divides the borrowings recognised in the statement of financial position into long- and short-term
categories. Short-term borrowings are borrowings (or portions thereof, along with their accrued unpaid interest) that
mature in a period less than or equal to 12 months as of the reporting date. Long-term borrowings’ maturity period
exceeds 12 months as of the reporting date.

9.13. Financial guarantee agreements

A financial guarantee agreement is an agreement obliging its issuer to make specified payments to compensate a loss
of the holder of the guarantee which they experienced because of the failure of the specified debtor to pay on the due
date in accordance with the initial or amended conditions of the debt instrument.

Upon the initial recognition, financial guarantees are valued at fair value increased by the transaction costs, which may
be directly related to their granting. After the initial recognition, financial guarantees are valued at the greater of:

e the value determined in accordance with IAS 37; and
e the initial value minus, in appropriate cases, cumulative amortisation write-offs in accordance with IAS 18.

9.14. Financial liabilities

Short-term trade payables are recognised at the amount due and payable.

Financial liabilities at fair value through profit and loss include financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit and loss. Financial liabilities are classified as held for
trading if they are acquired for the purpose of selling them in the foreseeable future. Derivatives, including separated
embedded derivatives, are also classified as held for trading unless they are designated as effective hedging
instruments. Financial liabilities may be classified at initial recognition as at fair value through profit and loss if the
following criteria are met: (i) the designation eliminates or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the liabilities or recognising gains or losses on them on a different basis; or (ii) the
liabilities are a part of a group of financial liabilities which are managed and their performance is evaluated on a fair
value basis, in accordance with a documented risk management strategy; or (iii) the financial liability contains an
embedded derivative financial instruments that needs to be recorded separately.

Financial liabilities at fair value through profit and loss are measured at fair value, reflecting their market value as at the
reporting date less directly attributable transaction costs. Gains or losses on these liabilities are recognised in the
statement of comprehensive income as finance income or cost.

Financial liabilities, other than financial instruments at fair value through profit and loss, are measured at amortised cost,
using the effective interest rate method.

The Company de-recognises a financial liability in the statement of financial position from its balance sheet when the
obligation ceases to be binding, i.e. the obligation specified in an agreement is fulfilled or cancelled or has expired.
When an existing debt instrument is replaced with another from the same lender on substantially different terms, such
an exchange is treated as a de-recognition of the original liability and the recognition of a new liability. Similarly, when
an existing financial liability is significantly modified, such modification is treated as a derecognition of the original
liability and the recognition of a new liability. The difference in the respective carrying amounts is recognised in the
statement of comprehensive income.

Other liabilities include, in particular, liabilities due to the tax authorities concerning value added tax and advance
payments liabilities, which will be settled by way of a delivery of goods or services, or fixed assets. Other liabilities are
recognised at the due amount.
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9.15. Provisions

Provisions are recognised when the Company has a present obligation (legal or contractual) as a result of a past event,
if it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. If the Company expects the provision to be reimbursed,
for example under an insurance contract, the reimbursement is recognised as a separate asset but only when the
reimbursement is virtually certain. The expense related to any provision is presented in the statement of comprehensive
income net of any reimbursement.

If the effect of the time value of money is material, provisions are determined by discounting the estimated future cash
flows to present value using a pre-tax discount rate that reflects current market assessments of the time value of money
and, where appropriate, the risks specific to the liability. Where discounting is used, the increase in the provision due to
the passage of time is recognised as finance cost.

9.16. Revenues

Revenues are recognised to the extent that it is probable that the economic benefits will flow to the Company and the
revenues can be reliably measured. Revenues are recognised at fair value of the payment received or due, net of value
added tax and discounts. The following specific recognition criteria must also be met before revenue is recognised.
DIVIDENDS, ADVANCE PAYMENTS FOR DIVIDENDS AND ADVANCE PAYMENTS FOR THE SHARE IN PROFITS
Dividends, advance payments for dividends and advance payments for the share in profits are recognised when
shareholders' rights to receive them are established.

PROVISION OF SERVICES

Revenues from the provision of services are recognised on the basis of the progress of their performance.

The percentage progress of the performance of the service is determined as the ratio of the incurred costs to the
estimated costs necessary for the performance of the order.

If the result of a contract cannot be reliably estimated, then the revenues generated as a result of this contract are
recognised only up to the amount of the incurred costs that the Company expects to recover.

INTEREST

Revenue is recognised as interest accrues (using the effective interest method, i.e. the rate that exactly discounts
estimated future cash inflows through the expected life of the financial instrument) to the net carrying amount of the
financial asset.

9.17. Taxes

CURRENT INCOME TAX

Current income tax liabilities and receivables for the current period and prior periods are measured as the expected
payment due to the tax authorities (subject to a refund from the tax authorities) applying the tax rates and tax laws which
were already legally or actually binding as at the balance-sheet date.

DEFERRED TAX

For the purposes of financial reporting, the deferred income tax is recognised, with the use of the liability method, on all
temporary differences between the tax bases of assets and liabilities and their carrying amounts recorded in the
financial statements at the balance-sheet date.

Deferred tax liability is recognised for all taxable temporary differences:

e except where the deferred income tax liability arises from the initial recognition of goodwill, an asset or liability
in a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable statement of comprehensive income; and

e inrespect of taxable temporary differences related to investments in subsidiaries, associates and interests in
joint ventures, except where the timing of the reversal of the temporary differences shall be controlled by an
investor and it is probable that the temporary differences will not be reversed in the foreseeable future.

Deferred tax asset is recognised for all deductible temporary differences, carry-forward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry-forward of unused tax credits and unused tax losses, can be utilised:
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e except where the deferred tax asset related to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

e inrespect of deductible temporary differences related to investments in subsidiaries, associates and interests
in joint ventures, deferred tax assets are only recognised in the statement of financial position to the extent that
it is probable that the temporary differences will be reversed in the foreseeable future and taxable profit will be
available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or a part of the deferred income tax asset to be
utilised. Unrecognised deferred tax assets are reassessed at each reporting date and are recognised to the extent that
it has become probable that future taxable profit will be available that will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which
the asset is realised or the provision is settled, based on tax rates (and tax laws) that were enacted or substantively
enacted at the reporting date.

The income tax pertaining to items recognised outside of statement of comprehensive income is recognised outside of
statement of comprehensive income in other comprehensive income pertaining to the items recognised in other
comprehensive income or directly in the equity pertaining to the items recognised directly in the equity.

Deferred income tax assets and deferred income tax liabilities are offset by the Company, if legally enforceable right
exists to set off current income tax receivables against current income tax liabilities and the deferred income taxes
relate to the same taxable entity and the same taxation authority.

VALUE ADDED TAX

Revenues, expenses, assets and payables are recognised net of the amount of value added tax except:

e where the value added tax incurred on a purchase of assets or services is not recoverable from the taxation
authority, in which case value added tax is recognised as a part of the cost of acquisition of the asset or as a
part of the expense item as applicable; and

e receivables and payables, which are stated with the amount of value added tax included.

The net amount of value added tax recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the statement of financial position.

9.18. Earnings per share

Earnings per share for each reporting period is calculated as a quotient of the net profit for the given accounting period
and the weighted average of shares outstanding in that period.

10. OPERATING SEGMENTS

The Company carries out its activities in one operating segment only (holding activities).
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11. REVENUES AND EXPENSES

11.1. Revenues from core operating activities
Year ended Year ended
31 December 2017 31 December 2016
Income from arrangement of financing and other income 618 1437
Income from interest and commissions on loans granted to related parties 25316 23 946
Income from dividends and advance payments for dividends:
- Subsidiaries 66 434 62 783
- Joint-ventures 26 887 28 745
Income from amortisation of the valuation of financial guarantees 1058 873
Revenues from related parties 120 313 117 784
Foreign exchange gains - 829
Profit on the change in fair value of derivatives and effect of discontinuation of R 1 450
applying hedge accounting rules
Other sales revenues 1687 1685
Revenues from non-related parties 1687 3964
Total revenues from core operating activities 122 000 121748
11.2. Costs of core operating activities
Year ended Year ended
31 December 2017 31 December 2016
Cost of providing services related to arrangement of financing and licence fees (733) (677)
Foreign exchange losses (1 346) -
Interest and commissions on bonds issued to non-related parties (20 911) (21 608)
Impairment write-offs of shares in subsidiaries - (25 263)
Bank loans interest and commissions (1105) (1337)
Costs related to the granting of securities for related parties' loans and bonds (526) (498)
Loss on the change in the fair value of derivatives and the impact of ceasing the (749) -
application of hedge accounting rules
Other (210) (189)
Total costs of core operating activities (25 580) (49 572)
11.3. Finance income
Year ended Year ended
31 December 2017 31 December 2016
Revenues from bank interest 1406 1530
Valuation of investment fund units 939 362
Total finance income 2345 1892
11.4. Finance costs
Year ended Year ended
31 December 2017 31 December 2016
Fees related to the listing of the Company’s shares and bonds on the public (257) (341)
market
Total finance costs (257) (341)
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11.5. Costs by type

Depreciation / Amortisation

Materials and energy

External services

Taxes and charges

Employee benefits expenses

Impairment on investment in subsidiaries and joint ventures
Interest on financial liabilities and other costs of operating activities
Other costs by type

Total costs by type, of which:

Cost of sales

Selling expenses

Administrative expenses

11.6. Depreciation/amortisation costs

Included in administrative expenses:
Depreciation of property, plant and equipment
Amortisation of intangible assets

Total depreciation and amortisation costs

11.7. Employee benefits expenses

Wages and salaries

Social security expenses

Other employee benefits expenses

Total employee benefits expenses, of which:

Items included in general administrative expenses
12. INCOME TAX

12.1. Tax charges

Note

11.6

11.7
17

11.2

Year ended Year ended
31 December 2017 31 December 2016
(419) (422)
(86) (100)
(4 878) (5322)
(496) (571)
(2 131) (1 953)
- (25 263)
(23 821) (22 538)
(514) (416)
(32 345) (56 585)
(25 580) (49 572)
(460) (347)
(6 305) (6 666)
Year ended Year ended

31 December 2017

31 December 2016

(416) (421)
(3) (1)
(419) (422)
Year ended Year ended
31 December 2017 31 December 2016
(1 857) (1737)
(218) (182)
(56) (34)
(2131) (1 953)
(2131) (1 953)

Major components of income tax charges for the years ended 31 December 2017 and 31 December 2016 are as

follows:

Recognised in the statement of comprehensive income
Current income tax:

Current income tax charges — correction

Deferred income tax:

Related to origination and reversal of temporary differences
Tax benefit/(tax charge) in profit and loss

Deferred income tax:
Tax benefit/( tax charge) in other comprehensive income
Tax benefit/(tax charge) in statement of comprehensive income

Year ended
31 December 2017

Year ended
31 December 2016

179 (1 301)
179 (1 301)
(153) (122)
26 (1 423)
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12.2. Reconciliation of effective income tax rate

A reconciliation of income tax expense applicable to accounting profit before income tax at the statutory income tax rate
to income tax expense at the Company’s effective income tax rate for the year ended 31 December 2017 and 31

December 2016 is as follows:

Year ended Year ended
31 December 2017 31 December 2016
Gross profit before tax 91 726 66 490
At statutory income tax rate of 19% (2016: 19%) (17 428) (12 633)
Non-deductible expenses
Impairment write-off of shares in subsidiaries and joint-ventures - (4 800)
Other (120) (103)
Non-taxable income
Rece_)ived and dec'la'req divider)d_s, advance payments for dividends, and profit 17 723 16 512
sharing from subsidiaries and joint ventures
Other 20 13
Deferred tax liabilities reversed in relation to contribution in kind of interest . -
receivables and loan receivables
Effect of the settlement of tax on the profit of limited liability partnerships (16) (290)
Other R -
At the effective income tax rate of 0% (2016: (2%)) 179 (1301)
Income tax (charges) recorded in the statement of comprehensive income 179 (1301)
12.3. Deferred income tax
Deferred income tax relates to the following items:
Property, plant Financial Interest on loans Tax losses Other Total
and equipment  instruments granted
Net deferred income
tax assets/(liabilities) (276) 388 (4 526) 2366 32 (2 016)
as at 31 December
2015
Tax benefit / (tax
charge):
I_ recognised in profit and 68 124 (3532) 1895 144 (1301)
0ss
- recognised in other _ (122) - - - (122)
comprehensive income
Net deferred income
tax assets/(liabilities) (208) 390 (8 058) 4261 176 (3439)
as at 31 December
2016
Tax benefit / (tax
charge):
I- recognised in profit and 69 (170) (3 506) 3203 493 179
o0ss
- recognised in other _ (153) _ _ B (153)
comprehensive income
Net assets from deferred
income tax created as a _ _ _ _ 12 12
result of share capital
increase
Net deferred income
tax assets/(liabilities) (139) 67 (11 564) 7 554 681 (3 401)

as at 31 December
2017
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13. EARNINGS PER SHARE
Basic earnings per share ratio is calculated by dividing the net profit for the period attributable to ordinary equity holders
of the Company by the weighted average number of ordinary shares outstanding during that period.

There have been no transactions involving ordinary shares or potential ordinary shares between the reporting date and
the completion of these financial statements.

The following reflects the income and share data used for the calculation of the basic earnings per share:

Year ended 31 December  Year ended 31 December

2017 2016
Net profit used to calculate basic earnings per share 91 905 65189
Weighted average number of issued ordinary shares used to calculate 277 147 599 263 092 000
basic earnings per share
Basic earnings per share (in PLN per share) 0.33 0.25

As at 31 December 2017 and as at 31 December 2016, there were no instruments which would require the calculation
of diluted earnings per share.

14. DIVIDENDS PAID AND PROPOSED

Dividends are distributed in accordance with the provisions of the Commercial Companies Code based on the
stand-alone financial statements of ROBYG S.A. prepared in accordance with IFRS.

On 14 January 2016, the Management Board of ROBYG S.A. adopted a policy concerning its future recommendations
with regards to the payment of dividends by the Company from profits for years 2016 and 2017. This policy has
subsequently been approved by the Supervisory Board of the Company on 14 January 2016. The dividend policy states
that the payouts shall correspond with the level of generated net profit of the Group. With the exception of limitations
specified in the dividend policy, the Management Board intends to recommend to the General Shareholders Meeting
the payment of dividend from profit for years 2016 and 2017 at the level of 65% to 80% of the consolidated net profit
attributable to the shareholders of the dominant entity. The above dividend policy has been determined subject to, on
the basis of the stand-alone financial statements of the Company, the availability of equity, which in accordance with the
respective provisions of the law, may be allocated for dividend distribution to the shareholders as well as cash
resources necessary for further development of the Group and the appearing investment opportunities.

On 6 June 2017, the Ordinary General Shareholders Meeting of the Company approved distribution of dividend for
2016 in the amount of PLN 71 035 thousand (PLN 0.27 per one ordinary share). The dividend day was set for 19 June
2017, and the dividend was paid out on 3 July 2017.

For 2017, the Management Board of ROBYG S.A. recommended the payment of dividend in the amount of PLN 0.30.

15. PROPERTY, PLANT AND EQUIPMENT

Year ended 31 December 2017 Equiﬁ)r(r;né:ggsother Vehicles Total

Gross carrying amount as at 1 January 2017 513 1796 2309
Additions 24 - 24
Gross carrying amount as at 31 December 2017 537 1796 2333
Accumulated depreciation as at 1 January 2017 151 702 853
Depreciation charge for the period 57 360 417
Accumulated depreciation as at 31 December 2017 208 1062 1270
Net carrying amount as at 1 January 2017 362 1094 1456
Net carrying amount as at 31 December 2017 329 734 1063
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Year ended 31 December 2016

Gross carrying amount as at 1 January 2016
Additions

Liquidation

Gross carrying amount as at 31 December 2016
Accumulated depreciation as at 1 January 2016
Depreciation charge for the period

Liquidation

Accumulated depreciation as at 31 December 2016
Net carrying amount as at 1 January 2016

Net carrying amount as at 31 December 2016

Equipment and other

. Vehicles Total
fixed assets

573 1796 2 369

15 - 15
(75) - (75)
513 1796 2 309
164 343 507

62 359 421
(75) - (75)
151 702 853
409 1453 1862
362 1094 1456

As at 31 December 2017, the carrying amount of vehicles in use, determined on the basis of finance lease agreements

was PLN 734 thousand. As at 31 December 2016

, this value totalled PLN 1 094 thousand.

The Company uses cars on the basis of finance lease agreements. The basic information related to these lease

agreements is presented below:

e the total initial value of the leased assets
[ )

in accordance with the lease agreements is PLN 1 796 thousand,

all lease agreements have been signed for a period of 3 years,
all lease agreements contain a bargain option to purchase the subject of the lease at the end of the lease term.

As at 31 December 2017 and as at 31 December 2016, the value of the future minimum lease fees under finance leases
and the current net value of the minimum lease fees were as follows:

Minimum lease

31 December 2016
Minimum lease  Current value of the

31 December 2017
Current value of the

fees minimum lease fees fees minimum lease fees
Within 1 year 323 320 383 369
1to 5years - - 323 320
Minimum lease fees, total 323 320 706 689
Less finance costs 3 - 17 -
Currer)t value of minimum lease fees, 320 320 689 689
including:
- short-term 320 320 369 369
- long-term - - 320 320

In the years ended 31 December 2017 and 31 December 2016, the Company did not make any contingent payments

under finance lease agreements.

16. INTANGIBLE ASSETS

Gross carrying amount as at 1 January
Additions (¥)
Liquidation
Gross carrying amount as at 31 December
Accumulated amortisation as at 1 January
Amortisation charge for the period
Liquidation
Accumulated amortisation as at 31 December
Net carrying amount as at 1 January
Net carrying amount as at 31 December

*)

thousand (PLN 1 155 thousand as at 31 December 2016).

Year ended Year ended
31 December 2017 31 December 2016

1172 1027

1662 651

- (506)

2834 1172

17 522

2 1

- (506)

19 17

1155 505

2815 1155

The net carrying amount of intangible assets under implementation (integrated ERP system)as at 31 December 2017amounts to PLN 2 815
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17. FINANCIAL ASSETS

31 December 2017 31 December 2016

Loans granted (1) 529 520 483 256
Shares in subsidiaries and joint ventures (2) 418 769 392 615
Investment funds’ units 25329 19 390
Receivables from guarantees granted 2143 2474
Derivatives - 223
Other (3) 456 629
Total financial assets 976 217 898 587
- short-term 120 728 227 096
- long-term 855 489 671 491

(1) Loans granted

Details related to the loans granted presented in these financial statements as at 31 December 2017 are as

follows:
31D Weighted . Maturity Maturity Maturity
ecember 2017 average effective less than 1 year 1-3years more than Total
interest rate 3 years
Loans granted to related parties
a) subsidiaries
- variable interest rate (*)
PLN 5.73% 95 330 398 018 13 706 507 054
EUR 3.68% - 22 466 - 22 466
95 330 420 484 13 706 529 520

(*) Nominal interest rates are based on WIBOR 6M, EURIBOR 6M (for EUR denominated loans) increased by a margin, which varies from 2.95% to 6.2%

The details related to the loans granted presented in these financial statements as at 31 December 2016 are as follows:

31 December 2016 av¢£§ effective oo tham Lyear 13 yemrs more than Total
interest rate 3 years
Loans granted to related parties
a) subsidiaries
- variable interest rate (*)
PLN 5.79% 207 577 184 613 68 029 460 219
EUR 3.77% - 23037 - 23037
207 577 207 650 68 029 483 256

(*) Nominal interest rates are based on WIBOR 6M, EURIBOR 6M (for EUR denominated loans) increased by a margin, which varies from 2.95% to 6.2%

The table below presents changes in loans granted to related parties in the period of 12 months ended 31 December
2017 and in the period of 12 months ended 31 December 2016.

2017 2016

Opening balance as at 1 January 483 256 411 561
New loans granted, including:

- cash 135535 221 433

- non-cash 47 004 57 435
Repayment of loan principal, including:

- cash (153 819) (190 892)

- non-cash - (35 783)
Accrued interest 24 785 23162
Interest received from loans granted

- cash (6 324) (1 900)

- non-cash ) (2676)
Other decreases 414 87
Foreign exchange_gains '(Iosses) fro'm the (1 329) 829
valuation of loans in foreign currencies
Closing balance as at 31 December 529 520 483 256
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(2) Shares in subsidiaries and joint-ventures

Details related to the carrying amount of shares in subsidiaries and joint-ventures recorded in the statement of
financial position are presented in the table below:

31 December 2017 31 December 2016

Gross value of shares in subsidiaries and joint-ventures 649 028 622 874
Impairment write-off of shares in subsidiaries and joint-ventures (a) (230 259) (230 259)
Carrying amount of shares in subsidiaries and joint ventures 418 769 392 615

(a) In the year ended 31 December 2017 ,there was no revaluation write-offs for shares in subsidiaries (PLN 25 263
thousand in the year ended 31 December 2016).

Registered pledges were established on the shares in certain subsidiaries of the Company for the benefit of the
banks financing the activities of those subsidiaries and joint-ventures. As at 31 December 2017, the carrying
amount of pledged shares amounted to PLN 1 315 thousand (PLN 6 092 thousand as at 31 December 2016).

Additionally, in relation to the court case brought by one Homeowner Association against the Company’s
subsidiary, the District Court has secured the claims through the lien of shares of this subsidiary.

The change in the gross value of shares in subsidiaries and joint ventures in 2017 resulted from the following
transactions:

2017 2016
Opening balance as at 1 January: 622 874 606 648
Acquisition and establishing of new companies (a) 11154 16 232
Share capital increase in subsidiaries 15 000 -
Disposal of shares in subsidiaries and joint ventures (b) - (6)
Closing balance as at 31 December: 649 028 622 874

TRANSACTIONS IN 2017:

(a) In the year ended 31 December 2017, the Company acquired:
- 100% of shares in the share capital of PM Auto Gdansk Sp. z o0.0. from ROBYG Zajezdnia Wrzeszcz Sp. z 0.0.
for the total amount of PLN 10 908 thousand(PLN 10 800 thousand was the share acquisition price and PLN 108
thousand was transactional costs);
- remaining 49% of shares in the share capital of ROBYG Wola Investment Sp. z 0.0. from the previous
shareholder - NCRE Investments Limited (for details please see Note 1.2) for the total amount of PLN 197
thousand;
- 100% of shares in the share capital of Star Property Sp. z 0.0. in liquidation from Nanette Real Estate Group N.V.
for the total amount of EUR 2 thousand (PLN 9 thousand).
- remaining shares in the share capitals of ROBYG Ursynéw Sp. z 0.0., OVERKAM 7 QUBE SPV12 Sp. z 0.0. and
ROBYG Zajezdnia Wrzeszcz Sp. z o.0. for the total amount of PLN 20 thousand.

In addition, in the year ended 31 December 2017, the Company established new subsidiaries acquiring 100% of
shares in their share capitals for the total amount of PLN 20 thousand.

TRANSACTIONS IN 2016:

(a) Inthe year ended 31 December 2016, the Company acquired further 50% of shares in the share capital of ROBYG
Ograéd Jelonki Sp. z 0.0. taking control over this entity for the total amount of PLN 8 000 thousand and acquired the
remaining 25% of shares in ROBYG City Apartments Sp. z 0.0. from a non-controlling shareholder for PLN 7 750
thousand.

(b) In the year ended 31 December 2016, the Company concluded final agreements regarding the transfer of the
ownership of 49% of shares in ROBYG Stacja Nowy Ursus Sp. z o.0. (formerly: ROBYG | Sp. z 0.0.), ROBYG
Apartamenty Villa Nobile Sp. z o0.0. (formerly: ROBYG Praga Investment Il Sp. z 0.0.), and ROBYG Young City 2
Sp. z o.0. (formerly: GW Development Sp. z 0.0.) to NCRE Il Investments Ltd. Based on the contractual
provisions concerning execution of joint ventures that bind the Company and NCRE Il Investments Ltd., the
Company recognised control over these entities.

(3) Other

The "Other" item includes PLN 196 thousand (PLN 369 thousand in the year ended 31 December 2016) related to
receivables under an agreement signed by the Company with one of its subsidiaries. Based on the provisions of

28



ROBVG ROBYG S.A.

-~ A _ _
the Art n//)’mﬂ@xy Financial statements for the year ended 31December 2017
~ Accounting policies and other explanatory notes(in PLN thousands)

the above agreement, the subsidiary took over all settlements related to a SWAP transaction concluded by the
Company in the year ended 31 December 2016. As a result, as at 31 December 2017, the Company presented the
related party’s receivables from the above agreement and the liabilities towards the bank under the SWAP
transaction separately in these financial statements. The total impact of the above transaction and the SWAP
transaction on the financial results of the Company is PLN 0. The liabilities under the SWAP transaction were
presented in the statement of financial position in item "Derivatives" (non-current and current portions) in the total
amount of PLN 196 thousand (PLN 369 thousand in the year ended 31 December 2016).

IMPAIRMENT OF NON-CURRENT FINANCIAL ASSETS

As at 31 December 2017, the Company performed an assessment whether there is any objective indication for the
impairment of its non-current financial assets. In relation to the loans granted to one of the Company’s subsidiaries,
operating within offices and commercial space rental and management, such an indication existed. As a result, the
Company conducted an impairment test comparing the carrying amount of the loans and their present value of the
estimated future cash flows. The outcome of the test did not indicate the necessity of loans impairment.

18. TRADE AND OTHER RECEIVABLES

31 December 2017 31 December 2016

Trade receivables from non-related parties 408 376
Trade receivables from related parties — the details were presented in Note 25 to 718 2 560
these financial statements

Tax receivables (with the exception of income tax receivables) 810 470
Other receivables from related parties (from dividends and advance payments for 37 103 35 648
dividends) — the details were presented in Note 25 to these financial statements

Other receivables 6 3
Total receivables, net 39 045 39 057
Doubtful debts provision 6 6
Total receivables, gross 39 051 39 063

Trade receivables are non-interest bearing and usually mature within 30 days.

Therefore, the Management Board of the Company believes that there is no additional credit risk that would exceed the
doubtful debts provision recognised for the Company’s trade receivables.

As at 31 December 2017 and as at 31 December 2016 trade receivables of PLN 6 thousand were written off.

The table below presents the aging analysis of trade and other receivables as at 31 December 2017 and as at 31
December 2016.

Total Not past Past due
o due < 30 days 31-60 days 61 - 90 days 91 - 180 days >181 days
31 December 2017 38 235 37770 298 125 - 1 41
31 December 2016 38 587 37 444 241 89 309 384 120

19. CASH AND CASH EQUIVALENTS

Short-term deposits are set up for different periods: from one day to a few months, depending on the Company’s
immediate cash requirements, and earn interest based on variable interest rates. The Company negotiates interest
rates for short-term deposits individually (this does not pertain to the O/N deposits, whose interest is calculated based
on the interest rate for one-day bank deposits calculated on the basis of the WIBID).

The fair value of cash and cash equivalents as at 31 December 2017 and as at 31 December 2016 was equal to their
carrying amounts.

For the purposes of the cash flow statement, cash and cash equivalents comprise the following:
31 December 2017 31 December 2016

Cash at bank and in hand 1303 80 761
Short-term deposits 96 442 15 232
Total cash and cash equivalents presented in the cash flow statement 97 745 95993
Bank deposits kept as collaterals for bank loans 479 219
Totgl_cash and cash equivalents presented in the statement of financial 98 224 96 212
position
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20. SHARE CAPITAL AND RESERVES
20.1. Share capital

The shareholders having, directly or indirectly, at least 5% of votes as at 31 December 2017 were presented in the table
below.

The holdings of each shareholder, presented in the table below, were calculated using the following methodology:

a) for Open Pension Funds (OFE) were based on data from compulsory annual reports published by respective
Funds about assets structure as at 29 December 2017.Total number of shares kept by OFEs were calculated
by dividing the value of investment in the Company’s shares presented in the above mentioned reports by the
average weighted price of the Company's shares as at 29 December 2017. Changes during the year will be
based on notifications received by the Company from its shareholders in accordance with the provisions of the
law, however if after the registration at the general meeting of the Company it is stated that the shareholders
who previously have notified the Company, in accordance with the provisions of the law, about their
shareholding in the Company, hold higher number of shares than the one indicated in their notifications, then
the Company will present their shareholding resulting from the registration at the general meeting

b) for the remaining shareholders, it was based on notifications received by the Company from its shareholders
in accordance with the binding provisions of the law, however if after the registration at the general meeting of
the Company it is stated that the shareholders who previously have notified the Company, in accordance with
the provisions of the law, about their shareholding in the Company, hold higher number of shares than the one
indicated in their notifications, then the Company will present their shareholding resulting from the registration
at the general meeting.

Total number of shares kept by

% share in the share capital (**
the given Shareholder (¥) 0 : pital (**)

Shareholder

AVIVA OFE 28 027 464 9.68%
AEGON OFE 26 574 038 9.18%
PKO BP Bankowy OFE 25923 467 8.96%
PZU OFE 25 555 797 8.83%
Oscar Kazanelson together with shares held through

REIDAR Consulting & Management LTD 25101 063 8.67%
Nationale-Nederlanden OFE 24 274 087 8.39%
GENERALI OFE 19 347 996 6.69%
BZ WBK TFI 15 185 502 5.25%
Other shareholders 99 411 785 34.35%
Total 289 401 199 100.00%

(*) The number of shares kept by particular Shareholders equals to the number of votes they have.
(**) Other shareholders (including persons in the management and supervisory positions of the Group specified in Note 25.3 of these financial statements)
of which as at 31 December 2017 none held 5% or more shares in share capital of the Group and in the number of votes at the General Meeting.

On 9 February 2018, Bricks Acquisitions Limited with its registered office in London, Great Britain - an entity that
belongs to investment funds of Goldman Sachs International - acquired by way of a public tender 284 066 044 ordinary
bearer shares in the Company, (the number of acquired shares equals to 98.16% of the share capital of the Company),
and subsequently by way of a compulsory buy-out (squeeze out) bought the remaining 1.84% of shares in the
Company. In connection with the notification given by Bricks Acquisitions Limited about its intention to announce the
compulsory buy-out (squeeze out) of the Company's shares, by way of a resolution of the Management Board of the
Warsaw Stock Exchange, the trading in the Company's shares on the Warsaw Stock Exchange has been suspended
as of 2 March 2018. In connection with the above, the Company will incur costs (the occurrence of which was
conditional upon the realisation of the above transaction) in the total amount of PLN 11million.

20.2. Share capital increase of the Company

In the year ended 31 December 2017, on the basis of a resolution of the General Shareholders Meeting, the Company
increased its share capital by way of an issue of 26 309 199 ordinary bearer Series H shares with a nominal value of
PLN 0.10 each. The issue price was PLN 3.00 per share.

Detailed information concerning the share capital increase is presented below:
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2017
Increase of share capital 2631
Share premium 76 297
Transaction costs (after taxation) (839)

Total value of the issue 78 089

On 13 July 2017, the share capital increase has been registered in the Register of Entrepreneurs of the National Court
Register.

On 17 July 2017, the Company has received funds from the share capital increase.

20.3. Nominal value of shares

As at 31 December 2017 and as at 31 December 2016 all issued shares of the Company had a nominal value of PLN
0.10 and have been fully paid.

20.4. Shareholders' rights

There are no preferred shares with special rights with regard to voting, distribution of dividends or repayment of capital.

20.5. Retained earnings, obligatory reserve capital and dividend payment limits

In accordance with the provisions of the Commercial Companies Code, ROBYG S.A. is required to create a reserve
capital for possible losses. As a result, 8% of profit for the given financial year recognised in the standalone financial
statements of the Company is transferred to this capital category until the balance of the reserve capital reaches at least
one-third of the share capital. Appropriation of the reserve capital and other provisions depends on the decision of the
General Meeting of Shareholders. However, the reserve capital in the amount of one-third of the share capital may be
used solely for the absorption of losses reported in the financial statements of the Company and shall not be used for
any other purpose.

Due to the share capital increase in 2017, the Company is obliged to transfer part of its profit for the given financial year
to obligatory reserve, so that it reaches one-third of the share capital.

As at 31 December 2017, there were no other restrictions to payment of dividends.

21. INTEREST-BEARING LOANS, BANK LOANS, FINANCE LEASE LIABILITIES, BONDS
AND OTHER DEBT SECURITIES

Details related to interest-bearing loans, bank loans, finance lease liabilities, bonds and other debt securities as at
31 December 2017, presented in these financial statements are as follows:

Non-current part of

Weighted ; Cltj)rrent p?rt of bank interest-bearing loans
average interest-bearing loans, ban ’ Total
31 December 2017 effective loans, bonds, debt securities banl;lﬂz??i,nlﬁr;?:l and
interest rate and other financial liabilities liabilities
Liabilities under finance leases (1) 2.62% 320 - 320
Valuation of financial guarantees (©) n/d 966 777 1743
Bank loan 4.23% 19514 9742 29 256
Bonds 2 5.05% 149 478 238486 387 964
170 278 249 005 419 283

(1) The Company has entered into lease agreements related to cars. Details of the lease transactions are described in Note 15 to these financial
statements. The maturity dates of specific instalments have been specified in repayment schedules attached to the lease agreements. The
instalments payable in 2017 in line with the schedules are presented by the Company as current ones.

(2) Nominal interest rates are based on WIBOR 3M or WIBOR 6M increased by a margin of 2.3% to 4.0%.

(3) Financial guarantees granted by the Company to which this valuation refers, were presented in Note 24 to these financial statements.

Details related to interest-bearing loans, bank loans, finance lease liabilities, bonds and other debt securities as at
31 December 2016, presented in these financial statements are as follows:
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Non-current part of

Weighted Current part of . bearing |

average interest-bearing loans, bank Interest-bearing loans,
31 December 2016 5 it bank loans, bonds and Total

effective loans, bonds, debt securities other fi’nancial

interest rate and other financial liabilities liabilities
Liabilities under finance leases ) 2,98% 369 320 689
Valuation of financial guarantees ~ (3) n/d 882 992 1874
Bank loan 4,41% 49 644 - 49 644
Bonds 2 5,17% 4750 391932 396 682
55 645 393 244 448 889

(1) The Company has entered into lease agreements related to cars. Details of the lease transactions are described in Note 15 to these financial
statements. The maturity dates of specific instalments have been specified in repayment schedules, attached to the lease agreements. The

instalments payable in 2017 in line with the schedules are presented by the Company as current ones.
(2) Nominal interest rates are based on WIBOR 3M or WIBOR 6M increased by a margin of 2.3% to 4.5%.

(3) Financial guarantees granted by the Company to which this valuation refers, were presented in Note 24 to these financial statements.

NEW BOND ISSUES AND BUY-OUTS MADE IN THE YEAR ENDED 31 DECEMBER 2017

On 8 February 2017, the Company purchased, on the secondary market, 61 339 series K1 bonds of the Company

for the total purchase price of PLN 6 479 thousand in order to redeem them.

On 31 July 2017, the Company has carried out an early buyout of 40 000 Series O bonds of the Company with the total

purchase price of PLN 4 020 thousand in order to redeem them.

NEW AGREEMENTS AND CHANGES TO BANK LOAN AGREEMENTS THAT OCCURRED IN THE YEAR ENDED 31

DECEMBER 2017

On 6June 2017, the Company concluded an annex to a loan agreement with Bank Polska Kasa Opieki S.A. dated 13
July 2015, which extended the repayment deadline for the revolving loan of PLN 50 000 thousand until 31 July 2018,
with an option to extend it for the next 12 months following the fulfilment of terms and conditions specified in the annex.

22. TRADE AND OTHER PAYABLES, ACCRUALS AND PROVISIONS

22.1. Trade and other payables

31 December 2017

31 December 2016

Trade payables:

To related parties 597 569
To third parties 1309 1163
1906 1732
Taxation, customs duty, social security and other payables
Goods and services tax (VAT) - -
Personal income tax 36 28
Other 24 103
60 131
Other payables
Liabilities related to the acquisition of shares (for details please see Note 17 (2) 10 800 -
~Shares in subsidiaries and joint ventures” of these financial statements)
Other payables 6 71
10 806 71
Total 12 772 1934
- current 12772 1934

- non-current

Terms and conditions of payment of the above financial liabilities are as follows:

e Trade payables are non-interest-bearing liabilities and they are usually settled within 30 days.

e The amount arising out of the difference between the VAT liabilities and receivables is paid monthly to the

appropriate tax authorities.
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22.2. Provisions

2017 2016
Opening balance as at 1 January: 3012 2851
Recognised during the year 160 161
Closing balance as at 31 December: 3172 3012

23. INVESTMENT LIABILITIES

As at 31 December 2017 (and as at 31 December 2016), the Company had no contractual commitments as to the
capital expenditures on property, plant and equipment. As at 31 December 2017, the Company had commitments as to
the intangible assets in the amount of PLN 500 thousand (PLN 1 033 thousand as at 31 December 2016).

24. CONTINGENT LIABILITIES

24.1. Granted guarantees

. Amount of guarantee  Amount of guarantee
Subject of guarantee as at 31 December 2017 as at 31 December 2016

Guarantees granted for the purpose of the Company securing the repayment
of the debts of subsidiaries and joint-ventures in relation to bank loans 305 621 329 553
received by these entities

In addition, in relation to the bank loans granted by the banks to the Company’s subsidiaries and joint-ventures, the
Company concluded the following agreements:

e an agreement obliging the Company to conclude a loan agreement between the Company as the lender and
ROBYG Mokotéw Investment Sp. z 0.0. as the borrower, obliging the Company to grant a subordinated loan of
up to PLN 10 000 thousand to ROBYG Mokotéw Investment Sp. z o.0. for the purpose of ensuring funds for
the financing of the project in the cases specified in the bank loan agreement,

e an agreement obliging the Company to conclude a loan agreement between the Company as the lender and
ROBYG Green Mokotéw Sp. z 0.0. as the borrower, obliging the Company to grant a subordinated loan of up
to PLN 10 000 thousand to ROBYG Green Mokotéw Sp. z 0.0. for the purpose of ensuring funds for the
financing of the project in the cases specified in the bank loan agreement,

e aconditional agreement obliging the Company to acquire rights and obligations of Robyg Business Park Sp.
z 0.0 resulting from lease agreement concluded with Millennium Leasing (transfer of rights and obligations in
the event of termination of the contract, including rights and obligations arising from commitments to acquire
property after the end of the lease agreement).

In addition, the Company granted the following other guarantees:

Guarantee amount Guarantee amount

Description of other guarantees as at 31 December as at 31 December
2017 2016

Guarantees granted by the Company to CEMEX Polska Sp. z 0.0. as a security for trade 5500 7 000
liabilities of ROBYG Construction Sp. z 0.0. towards CEMEX Polska Sp. z 0.0.

Guarantees granted by the Company to Ronson Development Sp. z 0.0. and Skanska
Residential Development Poland Sp. z 0.0. in the event of a failure to comply with 300 300
contractual conditions (pertains to a water supply interconnection)

Guarantees granted by the Company to Przedsiebiorstwo motoryzacyjne Auto-Gdansk
sp. z 0.0 for the purpose of securing financial liabilities

- 300

5800 7 600

24.2. Court proceedings

As at 31 December 2017, there were no proceedings before the court, a respective arbitration body or public
administrative body which would individually amount to at least 10% of equity of the Company.

24.3. Tax settlements

Tax settlements, together with other legal compliance matters are subject to a review and investigations by a number of
authorities, which are entitled to impose severe fines and penalties. The lack of well established regulations in Poland
results in the lack of clarity and consistency in the regulations. Frequent contradictory opinions on legal interpretations
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of the laws, both among government bodies and between companies and government bodies, create uncertainties and
conflicts. This results in a substantially higher level of tax risk in Poland than the level typical for countries with more
developed tax systems.

Tax authorities may examine accounting records within a period of five years after the end of the year in which the final
tax payments were made. Consequently, the Company may be a subject to additional tax liabilities, which may arise as
a result of additional tax audits. The Company believes that as at 31 December 2017 there was no need to record
additional provisions related to known and quantifiable tax risks.

In addition, in the light of provisions of the General Anti-Abuse Rule (“GAAR”) in force as of 15 July 2016, the aim of
which is to counteract the creation and abuse of artificial legal structures established in order to avoid tax payments in
Poland, the Management Board of the Company has carried out a comprehensive analysis of the tax situation of the
Group entities in terms of identification and evaluation of transactions and operations which could potentially fall under
the provisions of GAAR and considered their impact on the deferred tax, the tax value of assets, reserves and tax risk.
In the opinion of the Management Board, the completed analysis indicated no need for adjustments of the currently
recorded items of current and deferred income tax. However, in the opinion of the Management Board, in the case of
the provisions of GAAR, there is a constant uncertainty when it comes to the interpretation of the provisions of the tax
law adopted by the Company, which may have an impact on the ability of the Company to utilise the deferred tax assets
in the future periods and on the payment of additional tax in the future periods.

25. RELATED PARTIES

The table below presents total values of transactions with related parties entered into during the year ended
31 December 2017and as at 31 December 2017:

Purchases Trade and other receivables
Related party | Sa(ljes to. from related Trade anld otger pa_yables and financial assets from
related parties parties to related parties related parties
Subsidiaries 93 426 (1 898) 11 397 37 821(1)
Joint ventures 26 887 - - -
Total 120 313 (1 898) 11 397 37821

(1) As part of the ‘trade and other receivables from related parties’, the following amounts related to advanced payments for dividends have been
declared for the benefit of ROBYG S.A. but unpaid as at 31 December 2017:

. PLN 8 800 thousand by ROBYG Marina Tower Sp. z 0.0.,

. PLN 6 000 thousand by ROBYG Marketing i Sprzedaz Sp. z o0.0.,

. PLN 10 000 thousand by ROBYG Mokotéw Investment Sp. z o.0.,

. PLN 1 000 thousand by ROBYG Project Management Sp. z 0.0.,

. PLN 1 499 thousand by ROBYG Finance spotka z ograniczong odpowiedzialnoscig S.K.A.;
whereas the PLN 9 805 thousand related to the unpaid, as at 31 December 2017, dividend declared by ROBYG Finance spétka z ograniczong
odpowiedzialnoscig S.K.A. for the benefit of ROBYG S.A.

The table below presents total values of transactions with related parties entered into during the year ended
31 December 2016 and as at 31 December 2016:

Related party re|ast2(lje; atltr)ti es ffounrfrheéll:\fesd Tradt% E:Zijaggi)ra?:}elzbles T;i%ef?nn:ngitgle;sr:gg\?g rl'r‘f °

parties related parties
Subsidiaries 88 864 (2 253) 569 38 834(2)
Joint ventures 28 920 - - 3
Total 117784 (2 253) 569 38 837

(2) As part of the ‘trade and other receivables from related parties’, the following amounts related to advanced payments for dividends have been
declared for the benefit of ROBYG S.A. but unpaid as at 31 December 2016:

. PLN 8 000 thousand by ROBYG City Apartments Sp. z 0.0.,

. PLN 6 500 thousand by ROBYG Marketing i Sprzedaz Sp. z 0.0.,

. PLN 1 649 thousand by ROBYG Construction Sp. z 0.0.,

. PLN 1 300 thousand by Wilanéw Office Center Sp. z 0.0.,

. PLN 2 700 thousand by ROBYG Project Management Sp. z 0.0.,

. PLN 1 499 thousand by ROBYG Finance spétka z ograniczong odpowiedzialnoscig S.K.A.;
whereas the PLN 14 000 thousand related to the unpaid, as at 31 December 2016, dividend declared by ROBYG Finance spdtka z ograniczong
odpowiedzialnoscig S.K.A. for the benefit of ROBYG S.A.

The amounts and terms and conditions related to the loans granted by the Company to its related parties are presented
in Note 17 to these financial statements.
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25.1. Shareholders of the Company

The shareholders structure of the Company as at 31 December 2017 is presented in detail in Note 20.1 to these
financial statements.

25.2. Terms and conditions of transactions with related parties

Transactions concluded with related parties include mainly arrangement of financing, commissions for earlier
repayment of loans, remuneration for providing financial guarantees and re-invoicing of the costs of marketing services.

All transactions concluded between the Company and its related parties were executed at arm’s length.
25.3. Remuneration of the management personnel of the Company

REMUNERATION PAID OR PAYABLE TO MEMBERS OF THE MANAGEMENT BOARD AND MEMBERS OF THE
SUPERVISORY BOARD OF THE COMPANY

Year ended Year ended
31 December 2017 31 December 2016

Management Board of the Company

Short-term employee benefits (salaries and surcharges) 847 825
Supervisory Board of the Company

Short-term employee benefits (salaries and surcharges) 706 623
Total 1553 1448

SHARES IN THE COMPANY HELD DIRECTLY OR INDIRECTLY BY MEMBERS OF THE MANAGEMENT BOARD AND
MEMBERS OF THE SUPERVISORY BOARD OF THE COMPANY AND SUBSIDIARIES

The following table presents shares in the Company held directly and indirectly by members of the Management Board
and Supervisory Board of the Company and subsidiaries as at 31 December 2017. The information has been prepared
on the basis of the notifications delivered to the Company pursuant to the requirements of the binding law.

Total number of shares held by members o/ <hare in share capital
Shareholder of the Management Board and %)
Supervisory Board (¥)

Oscar Kazanelson (***) . 25101 063 8.67
(Chairman of the Company’s Supervisory Board)

Alex Goor (*+*) N . 4070 000 14
(Chairman of the subsidiary’s Supervisory Board)

Ar:[ur Ceglarz 300 000 0.10
(Vice-President of the Company’s Management Board)

Total 29 471 063 10.18

(*) The number of shares held by each shareholder is equal to the number of votes to which they are entitled at the General Shareholders Meeting.
(**) The share in the share capital is equal to the share in the total number of votes at the General Shareholders Meeting.

(***) Shares held by Oscar Kazanelson directly or indirectly through companies controlled by him.

(****) Shares held by Alex Goor directly or indirectly through companies controlled by him.

On 7 February 2018, in accordance with the received notification, Oscar Kazanelson, Alex Goor and Artur Ceglarz
concluded agreements for the sale of shares in the Company for the benefit of Bricks Acquisitions Limited as part of the
public tender to subscribe for the sale of the Company's shares announced by Bricks Acquisitions Limited on 1
December 2017.

26. REMUNERATION OF CHARTERED AUDITOR OR AUDIT COMPANY

The table below presents fees of the chartered audit company, paid or payable for the year ended 31 December 2017
and 31 December 2016 by category of services:

. Year ended Year ended
Category of services 31 December 2017 31 December 2016
Statutory audit of standalone and consolidated financial statements 330(%) 390 (%)
Other services -(**) 188(**)
Total 330 578

(*) PLN 330 thousand relates to PricewaterhouseCoopers sp. z 0.0. (in 2016: PLN 390 thousand relates to Ernst & Young Audyt Polska sp. z 0.0. sp. k.)
in relation to the year-end audit and half-year review of standalone and consolidated financial statements
(**) In 2016: PLN 160 thousand relates to Ernst & Young Audyt Polska sp. z 0.0. sp. k.
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27. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s principal financial instruments include: loans, bank credit facilities, finance lease liabilities, bonds, bills
of exchange, investment funds’ unit, cash and short-term deposits. The main purpose of these financial instruments is
to raise financing for the Company’s operations. As of the end of 2017, the Company has also been a party to interest
rate SWAP transaction the aim of which is to hedge the risk of changes in interest rates and to stabilize the interest
expense of the Company. The Company has various other financial instruments such as trade receivables and
payables, which result directly from its operations.

It is and it has been throughout the period covered by these financial statements, the Company’s policy not to trade in
financial instruments.

The main risks arising from the Company’s financial instruments are interest rate risk, foreign currency risk, liquidity risk
and price risk. The Management Board reviews and agrees policies for managing each of these risks (as summarised
below). The Company also monitors market price risk arising from all its financial instruments.

27.1. Interest rate risk

The Company’s exposure to the interest rate risk relates primarily to the Company's non-current assets and liabilities.

A material part of the interest rate risk is related to the part of the loans granted by the Company, where the interest rate
is based on a variable interest rate and to bond liabilities and bank loans, which are based on a variable interest rate
(WIBOR) (as at 31 December 2017, 100% of the balance of granted loans had an interest rate based on the WIBOR
variable interest). The details regarding interest-bearing loans granted by the Company are presented in Note 17, while
the details regarding bank loan facilities, bonds and other financial liabilities of the Company are presented in Note 21.

The Company concluded three interest rate SWAP transactions which reduced the Company's exposure to the interest
rate risk.

INTEREST RATE RISK — SENSITIVITY TO CHANGES

The following table demonstrates the sensitivity of the Company’s financial result before income tax to a reasonably
possible change in interest rates, with all other variables constant:

Effect on financial result

X Effect on equit
before income tax auity

Increase/ decrease in b.p.

Year ended 31 December 2017

WIBOR +100 b.p. 3912 3169
WIBOR -100 b.p. (3912) (3 169)
EURIBOR +100 b.p. 589 477
EURIBOR -100 b.p. (202) (163)

Year ended 31 December 2016

WIBOR +100 b.p. 4228 3425
WIBOR -100 b.p. (4 228) (3 425)
EURIBOR +100 b.p. 820 664
EURIBOR -100 b.p. (214) (173)

The carrying amounts of the Company’s financial instruments exposed to interest rate risk by particular age categories
are presented below.

31 December 2017 - Floating interest rate

<1 year 1-2years 2-3years 3-4years 4-5years >5years Total
Cash and cash equivalents 98 224 - - - - - 98 224
Other financial assets (loans granted) 95 330 128665 291819 13 706 - - 529520
Bonds 149 478 119 392 19 875 99 219 - - 387 964
Finance lease liabilities 320 - - - - - 320
Bank loans 19514 9742 - - - - 29 256
Interest rate SWAPs 73 119 13 2 - - 207
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31 December 2016 - Floating interest rate

<lyear 1-2years 2-3years 3-4years 4-5years >5years Total
Cash and cash equivalents 96 212 - - - - - 96 212
Other financial assets (loans granted) 207 465 49302 158 460 55138 12 891 - 483256
Bonds 4750 104 260 168 657 19 827 99 188 - 396 682
Finance lease liabilities 369 320 - - - - 689
Bank loans 49 644 - - - - R 49 644
Interest rate SWAPs 420 213 213 (304) (107) - 435

Interest rates of financial instruments with floating interest are updated for periods shorter than one year. Other financial
instruments of the Company not listed in the tables above bear no interest or their interest is insignificant and thus they
are not subject to interest rate risk or the interest rate risk related to them is insignificant.

27.2. Currency risk

As at 31 December 2017 the Company’s exposure to currency risk arises from the loan granted to its subsidiary. As at
31 December 2017, the value of the granted loan together with due interest as at that date was EUR 5 386 thousand (as
at 31 December 2016 EUR 5 208 thousand).The following table demonstrates the sensitivity of the Company’s finance
income/costs and equity to reasonably possible EUR exchange rates fluctuations, with all other variables constant.

Increase/ decrease in E_ffect on financial Effect on equity
currency rate income/expense
31 December 2017 — EUR 10% 2242 1816
-10% (2 242) (1816)
31 December 2016 — EUR 10% 2297 1861
-10% (2 297) (1861)

27.3. Creditrisk

With respect to financial assets of the Company such as granted loans, investment funds’ unit, cash, trade and other
receivables, the Company’s credit risk arises as a result of a default in a payment by the other party. The maximum
exposure to this risk is equal to the carrying amount of these instruments. There are no significant concentrations of
credit risk in the Company.

27.4. Liquidity risk
The Company’s goal is to maintain a balance between continuity and flexibility of financing by using different sources of
financing such as: bonds, loans, bank credit facilities, bills of exchange and equity.

The table below presents the Company’s financial liabilities as at 31 December 2017 and as at 31 December 2016 by
maturity date, on the basis of undiscounted contractual payments.

On Less than 3-12 More than

31 December 2017 demand 3 months months  L—5vears o years Total
Guarantees_grant_ed (for details please see Note R . 20 000 214 321 71 300 305 621
24.1 to the financial statements)
Bonds - 89 403 71672 259 656 - 420731
Loans and bank borrowings - 308 20 483 10 100 - 30891
Trade and other payables (current) - 1912 - - - 1912
Finance lease liabilities - 163 159 - - 322
Valuation of financial guarantees - 281 685 777 - 1743
Accruals (current) - 137 - - - 137
Interest rate SWAP - 105 504 1146 - 1755
- 92 309 113 503 486 000 71 300 763 112
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31 December 2016 o than — 3-12 3 _syears MO ryee;*r‘:” Total
Guarantees'grant_ed (for details please see Note R - 20 000 231 673 77 880 329 553
24.1 to the financial statements)
Bonds - 4753 14 037 433873 - 452 663
Loans and bank borrowings - 544 50 737 - - 51281
Trade and other payables (current) - 1803 - - - 1803
Finance lease liabilities - 98 285 323 - 706
Valuation of financial guarantees - 260 622 992 - 1874
Accruals (current) - 109 - - - 109
Interest rate SWAP - 239 351 1631 - 2221
- 7 806 86 032 668 492 77 880 840 210

The interest rate SWAP transactions presented in the above table are net undiscounted cash flows. The following table
shows the corresponding reconciliation of the gross flows from these instruments to the net flows presented in the table
above.

Less than 3-12 More than

31 December 2017 Ondemand 3 L onths months 1-5years 5 years Total

Inflows - (404) (1 899) (4 432) - (6 735)
Outflows - 509 2403 5578 - 8490
Net amounts - 105 504 1146 - 1755
31 December 2016 On demand Iéer‘;somﬁg n?o_n%hzs 1-5years Mg;i;rssan Total

Inflows - (896) (1325) (6 244) - (8 465)
Outflows - 1135 1676 7 875 - 10 686
Net amounts - 239 351 1631 - 2221

27.5. Pricerisk

In 2016 and 2017 the Company has purchased investment funds’ units, which are susceptible to the price risk. At the
reporting date, the exposure to the price risk connected with investment funds’ units was equal to their fair value and
amounted to PLN 25 329 thousand. Changes resulting from investment funds’ units valuation have an impact on
finance income or finance cost of the Company.

28. FINANCIAL INSTRUMENTS

28.1. Fair values of particular classes of financial instruments

The comparison of carrying amounts and fair values of all financial instruments of the Company, divided into particular
classes and categories of assets and liabilities, is presented in the table below.

Category Carrying amount Fair value
accordingto 31 December 31 December 31 December 31 December
IAS 39 2017 2016 2017 2016

Financial assets
Other financial assets (loans granted) LaR 529 520 483 256 529 520 483 256
Trade and other receivables LaR 38 235 39 057 38 235 39 057
Investment funds’ units Fa 25 329 19 390 25 329 19 390
Cash and cash equivalents 98 224 96 212 98 224 96 212
Financial liabilities
Valuation of financial guarantees 1743 1874 1743 1874
Bonds FLaAC 387 964 396 682 388 362 396 682
Interest bearing bank loans and FLaAC 29576 50 333 29576 50 333
obligations under finance leases
Interest rate SWAP 207 435 207 435
(short and long-term)
Trade and other payables FLaAC 1912 1803 1912 1803
Accruals FLaAC 507 108 507 108
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Abbreviations used:

LaR — Loans and receivables,

FLaAC - Other financial liabilities at amortised cost.

Fa — Financial assets at fair value through profit and loss

The fair value of the financial assets and liabilities is included in the amount at which the instrument could be exchanged
in a current transaction between willing parties, other than in a forced or liquidation sale. The following methods and
assumptions were used to estimate the fair values:

e fair value of cash and short-term deposits, trade receivables, trade payables and other current liabilities
approximates their carrying amounts largely due to the short-term maturities,

o fair value of interest bearing liabilities, except for bonds (including obligations under finance leases, loans,
bank borrowings) and loans granted approximates their carrying amount mainly due to a fact that interest rates
and margins of these instruments are at the market level,

e fair value of bonds is determined on Catalyst market listings of these instruments.

The Company's financial instruments, i.e. the interest rate SWAPs and investment fund units have been classified as
Level 2, and bonds have been classified as Level 1 of the hierarchy of fair value in accordance with IFRS 13 Fair Value
Measurement.

28.2. Changes in the level of liabilities resulting from financial operations of the

Company
Bonds Liabilities under Derivatives Dividend Bank security
Loans financial lease liabilities deposit
As at 1 January 2017: 49 644 396 682 689 659 - 219
Declared dividend 71035
Undertakings 84 227 260
Accrued interest 1360 20 639
Repayment of principal
amgui’]t princip (104 769) (10 499) (369) (71 035)
Repayments of interest
and fees/commissions (1 206) (18 859)
Changes in fair value (452)
/Z*glit?l December 29 256 387 964 320 207 - 479

29. CAPITAL MANAGEMENT

The primary objective of the Company’s capital management is to ensure that it maintains a strong credit rating and
healthy capital ratios in order to support its business and maximise shareholder value.

The Company manages its capital structure and makes adjustments to reflect the changes in the economic conditions.
To maintain or adjust the capital structure, the Company may adjust the dividend payment for shareholders, withdraw
the capital to shareholders or issue new shares. In the year ended 31 December 2017 and 31 December 2016, no
changes were made in the objectives, rules, and processes in this regard.

Below is presented the calculation of the debt ratio, which is calculated as net debt to total equity. Net debt includes
interest-bearing bank loans, bonds and liabilities under the issuance of other debt securities, less interest-bearing loans
and liabilities under the issuance of other debt securities from related parties, less cash and cash equivalents.

31 December 2017 31 December 2016

Interest-bearing loans, bank loans, bonds, debt securities and other financial 419 283 448 889
liabilities

Less interest-bearing loans and other financial liabilities from related parties (1743) (1874)
Less cash and cash equivalents (98 224) (96 212)
Net debt 319 316 350 803
Equity 678 393 578 784
Debt ratio 0.47 0.61
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30. EMPLOYMENT STRUCTURE

The average number of employees in the Company in the years ended 31 December 2017 and 31 December 2016 was
as follows:

Year ended Year ended
31 December 2017 31 December 2016
Management Board of the Company 3 3
Other employees and persons co-operating on the basis of co-operation 4 5
agreements
Total 7 8

31. POST BALANCE-SHEET DATE EVENTS
On 5 February 2018, the Company made two, full early buy-outs of bonds: Series M with a nominal value of PLN 20 000
thousand and Series O with a nominal value of PLN 26 000 thousand.

On 26 February 2018, the Company also carried out a full early buy-out of Series K1 bonds with the nominal value of
PLN 38 866 thousand.

Apart from the events described above and in Note 20.1, in the period between the balance-sheet date and the date of
the approval of these financial statements, no material events occurred which should have been disclosed herein.

Warsaw, 13 March 2018

Zbigniew Wojciech Okonski

President of the Management Board

Eyal Keltsh

Vice-President of the Management Board

Artur Ceglarz

Vice-President of the Management Board

Lidia Przybysz

Accountant
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