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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

for the year ended 31 December 2016

Year ended

Year ended

Note 31 December 2016 31 December 2015
Revenues 9.1 517 081 480 375
Cost of sales 9.2 (400 947) (403 358)
Po_st-tax shar(_e of the profit or loss of the joint ventures accounted for 275 62 639 30 554
using the equity method
Other income 9.3 5231 2289
Selling and marketing expenses 9.7 (21 992) (16 262)
Administrative expenses 9.7 (31 368) (28 014)
Other expenses 9.4 (7 750) (6 538)
Operating profit 122 894 59 046
Finance income 9.5 8 691 6701
Finance costs 9.6 (14 336) (16 169)
Profit before tax 117 249 49578
Income tax expense 10.1 (13 219) 31986
Net profit for the year 104 030 81 564
Attributable to:
Equity holders of the parent 108 672 79 744
Non-controlling interest (4 642) 1820
104 030 81 564
Other comprehensive income
Other comprehensive income to be reclassified to profit or loss in
subsequent periods (net of tax):
Cash flow hedges 29.1 521 26
Foreign currency translation differences (472) (471)
Total comprehensive income for the period, net of tax 104 079 81119
Attributable to:
Equity holders of the parent 108 721 79 299
Non-controlling interest 21.4 (4 642) 1820
104 079 81119
Earnings per share (in PLN per share): 1
- basic, for profit for the year attributable to ordinary equity holders 0.41 0.30
of the parent
- basic, for profit from continuing operations attributable to ordinary 0.41 0.30
equity holders of the parent
- diluted, for profit for the year attributable to ordinary equity 0.41 0.30
holders of the parent
- diluted, for profit from continuing operations attributable to 0.41 0.30
ordinary equity holders of the parent
3

Summary of significant accounting policies and other explanatory notes included on pages 8 to 64 are
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(in PLN thousands)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

at 31 December 2016

Note 31 December 2016 31 December 2015
ASSETS
Non-current assets
Property, plant and equipment 13 21172 27 892
Investment properties 15 136 734 67 020
Goodwill 16.1 21 488 21 488
Other intangible assets 16.2 1352 583
Inve_stments in joint ventures and associates accounted for using the 275 45 510 50 072
equity method
Derivative financial instruments 29.1 223 -
Other long-term receivables 19.1 1140 26 001
Deferred tax asset 10.3 65 474 59 020
Land designated for development 18.1 120 859 121737
413 952 373813
Current assets
Inventories 18.1 837 814 594 697
Trade and other receivables 19.2 93 168 120 496
Income tax receivables 3359 1072
Prepayments 3454 1878
Other short-term financial assets 28.5 19 390 10 094
Individual escrow accounts 54 770 28 791
Cash and cash equivalents 20 327 654 347 776
1 339 609 1104 804
TOTAL ASSETS 1753561 1478 617
EQUITY AND LIABILITIES
Equity (attributable to equity holders of the parent) 21
Share capital 211 26 309 26 309
Share premium 21.2 309 965 309 965
Reserve capital 21.3 8770 8 770
Foreign currency translation differences (943) (471)
Hedge reserve (1 228) (1749)
Retained earnings 221108 154 209
563 981 497 033
Non-controlling interest 21.4 (2 849) 27 141
Total equity 561 132 524 174
Non-current liabilities
Interest-bearing loans and borrowings 23 607 318 469 827
Derivatives 29.1 239 1394
Other liabilities 25 21297 17 366
Advances from customers 7 051 1185
Deferred income tax liabilities 10.3 15 782 8 507
651 687 498 279
Current liabilities
Trade and other payables 25 99 640 109 002
Interest-bearing loans and borrowings 23 212 474 133424
Derivatives 29.1 420 764
Income tax payables 2630 473
Accruals 18 778 12 024
Advances from the customers 197 045 191411
Provisions 24 9 755 9 066
540 742 456 164
Total liabilities 1192 429 954 443
TOTAL EQUITY AND LIABILITIES 1753561 1478 617
4

Summary of significant accounting policies and other explanatory notes included on pages 8 to 64 are
an integral part of these consolidated financial statements.
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(in PLN thousands)

CONSOLIDATED STATEMENT OF CASH FLOW

for the year ended 31 December 2016

Note Year ended Year ended
31 December 2016 31 December 2015
Cash flows from operating activities
Profit before taxation 117 249 49 578
Adjustments for:
Depreciation/Amortisation 9.8 2326 1760
Valuation of investment property 15 4 829 3063
Finance income 9.5 (8 691) (6 701)
Finance expense 9.6 14 336 16 169
Change in provisions 689 (8 233)
Profit/loss on sales of property, plant and equipment - 173
Po_st-tax sharg of the profit or loss of the joint ventures accounted for 275 (62 639) (30 554)
using the equity method
Deferred profit from sales to joint ventures, net 2324 6931
Dividend received from joint ventures 275 - 16 830
Loans granted to associates and joint ventures (5 500) (40 572)
Repayment of loans granted to joint-ventures 29 126 32 689
Loans received from/bills of exchange issued to associates and
ointventures 9 27 99 204 25 000
Loans (granted to) /received from related parties, net 19.2 (53 839) (6 716)
Acquisition of subsidiaries and joint ventures, net of cash acquired (93 248) (59)
Capital increase in joint-ventures - (2 346)
Income tax paid (8 952) (B5777)
Interest received 3619 4 156
Working capital adjustments:
Change in inventories and land designated for development (127 709) (75 291)
Change in receivables 63 753 (45 728)
Change in payables except for interest-bearing loans and borrowings (6 326) 35 097
Change in the balance of cash paid to the restricted developers
accougms P P (25 913) 29 153
Change in accruals, advances from the customers and prepayments 16 320 56 586
Net cash flows from operating activities (39 042) 55 208
Cash flows from investing activities
Purchase of property, plant and equipment and intangibles (2 110) (5711)
Proceeds from sale of property, plant and equipment and intangibles 564 1872
;irﬁ]hase of investment property and costs incurred in connection with (31 649) (683)
Purchase of investment fund units (9 000) (10 000)
Proceeds from the sale of shares in subsidiaries and in joint-ventures 6 -
Net cash flows from investing activities (42 189) (14 522)
Cash flows from financing activities
Proceeds from the issue of shares - 100
Payment of finance lease liabilities (488) (2 653)
Proceeds from obtained loans and borrowings 454 127 332428
Proceeds from bonds issuance 23 120 000 170 000
Repayment of loans and borrowings (334 652) (228 083)
Repayment of bonds 23 (99 000) (86 000)
Dividends paid 12 (52 618) (28 940)
Dividends paid to non-controlling interest 12 - (3 750)
Loans granted to non-controlling interest - (7 500)
Interest and commissions paid (26 092) (23 778)
Payment of the security deposit to the bank (243) (1911)
Return of the security bank deposit 262 1945
Net cash flows from financing activities 61 296 121 858
Net increase/(decrease) in cash and cash equivalents (19 935) 162 544
Net foreign exchange difference (263) 53
Cash and cash equivalents at the beginning of the period 20 346 477 183 880
Cash and cash equivalents at the end of the period, of which: 20 326 279 346 477
- restricted cash 20 27 578 17 625
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Summary of significant accounting policies and other explanatory notes included on pages 8 to 64 are
an integral part of these consolidated financial statements.
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(in PLN thousands)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2016

Attributable to equity holders of the parent
Foreign Retaine

Note Share Share Reserve currency Hedge d Non_—controlllng Tot_al
. ) - ; . Total interests equity
capital premium capital translation reserve earning
differences S

At 1 January 2016 26 309 309 965 8 770 (471) (1 749) 154 209 497 033 27 141 524 174
Profit for the period - - - - - 108672 108 672 (4 642) 104 030
Other comprehensive income - - - (472) 521 - 49 - 49
Total comprehensive income for _ _ _ (472) 521 108 672 108 721 (4 642) 104 079
the period
Acquisition of non-controlling 21.4 i, - - - - 10 845 10 845 (18 734) (7 889)
interests
Dividend 12 - - - - - (52618) (52 618) (6 614) (59 232)
At 31 December 2016 21 26 309 309 965 8 770 (943) (1 228) 221108 563 981 (2 849) 561 132

Summary of significant accounting policies and other explanatory notes included on pages 8 to 64 are
an integral part of these consolidated financial statements.
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Consolidated financial statements for the year ended 31 December 2016
(in PLN thousands)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2015

Attributable to equity holders of the parent

Foreign Retaine Non-controlling Total
Note Sha_lre Shqre Reserve currency Hedge d_ Total interests equity
capital premium capital translation reserve earning
differences S

At 1 January 2015 26 209 309 965 7 569 - 1 775) 104 606 446 574 30221 476 795
Profit for the year - - - - - 79 744 79744 1820 81 564
Other comprehensive income - - - (471) 26 - (445) - (445)
Total cqmprehensive income for B ) } 471) 26 79 744 79 299 1820 81 119
the period

Share capital increase 100 - - - - - 100 - 100
Previous period profit appropriation - - 1201 - - (1 201) - - -
Dividend 12 - - - - - (28940) (28 940) (4 900) (33 840)
At 31 December 2015 21 26 309 309 965 8770 (471) (1749) 154 209 497 033 27 141 524 174

Summary of significant accounting policies and other explanatory notes included on pages 8 to 64 are
an integral part of these consolidated financial statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND OTHER
EXPLANATORY NOTES

1. GENERAL INFORMATION

1.1. Corporate information

ROBYG S.A. Capital Group (the “Group”) is composed of ROBYG S.A. (the “Company”) and its subsidiaries. Entities
constituting the Group are listed in Note 1.2, the Group’s joint ventures are listed in Note 1.3 and the Group’s associates
are listed in Note 1.4 below.

The Group was created in April 2008 as a result of reorganisation process, which included a contribution in kind of a
number of entities to ROBYG S.A. and a purchase or set up of some entities by ROBYG S.A. The details regarding the
contribution in kind process were described in the annual consolidated financial statements of ROBYG S.A. Group for
the year ended 31 December 2008.

The Group is currently operating primarily in the development and sales of real estate.

The basic corporate information about ROBYG S.A. is as follows:

¢ ROBYG S.A. has its registered office in Poland, Warsaw (02-972), al. Rzeczypospolitej 1.
e ROBYG S.A. was established based on Articles of Association on 14 March 2007.
¢ ROBYG S.A. was entered in the Register of Entrepreneurs kept by the District Court, Xl Economic

Department of the National Court Register, Entry No. KRS 0000280398.

e ROBYG S.A. was assigned statistical REGON number 140900353.

1.2. Composition of the Group

% held by the Group in number of votes

Entity name Business activities and share capital of an entity as at:
31 December 2016 31 December 2015
ROBYG S.A. Holding and financing activities. n/a n/a
ROBYG Development 1 Sp. z 0.0. Holding activities. 100.00 % 100.00 %
ROBY_G ngelopment 1 spétka z ograniczong  Real estate development and sales of 100.00 % 100.00 %
odpowiedzialnoscig Sp. k. units on its own behalf.
ROBYG Development 2 Sp. 7 0.0. Real estate development and sales of 100.00 % 100.00 %
units on its own behalf.
ROBYG Park Sp. z 0.0. Real estate development and sales of 100.00 % 100.00 %
units on its own behalf.
ROBYG Sloneczna.Mor.ena §99fka z Real estate development and sales of 100.00 % 100.00 %
ograniczong odpowiedzialnoscig Sp. k. units on its own behalf.
ROBYG City Apartments Sp. z 0.0. (details in Re.al est.ate development and sales of 100.00 % 75.00 %
Note 21.4) units on its own behalf.
ROBYG City Apartments 2 Sp. z 0.0. Re_al estate development and sales of n/a 75.00 %
units on its own behalf.
ROBYG Marina Tower Sp. z 0.0. Re_al 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 %
ROBYG Osiedle Zdrowa Sp. 7 0.0. Real estate development and sales of 100.00% n/a
units on its own behalf.
ROBYG Osiedle Zdrowa 1 spétka z Real estate development and sales of
. Lo " . - n/a 100.00 %
ograniczong odpowiedzialnoscig Sp. k. units on its own behalf.
M3 ROBYG Osiedle Zdrowa 1 spotka z Real estate development and sales of
) L -~ . : n/a 100.00 %
ograniczong odpowiedzialnoscig Sp. k. units on its own behalf.
ROBYG Jabloniowa Sp. z 0.0. Real estate development and sales of 100.00 % 100.00 %
units on its own behalf.
ROBYG Jabloniowa 2 Sp. z 0.0. Real estate development and sales of 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 Ksiggowos¢ Sp. z 0.0. Accounting and administration 0 0
(formerly: ROBYG Zarzgdzanie Sp. z 0.0.) services. 100.00 % 100.00 %
ROBYG Construction Sp. z 0.0. Construction and building activities. 100.00 % 100.00 %
ROBYG Construction Poland Sp. z o.0. Holding activities. 100.00 % 100.00 %

8
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% held by the Group in number of votes
Entity name Business activities and share capital of an entity as at:

31 December 2016 31 December 2015

Real estate development and sales of

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

P-Administracja Sp. z o.0. Real estate management services. 100.00 % 100.00 %

Wilanéw Office Center Sp. z 0.0. Real estate development, offices and 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.

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

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

OVERKAM 7 QUBE Sp. z 0.0. Holding activities. 100.00 % 100.00 %

ROBYG Zajezdnia Wrzeszcz Sp. z 0.0.

(formerly: OVERKAM 7 QUBE spélka z Real estate development and sales of 100.00 % 100.00 %

. . . units on its own behalf.

ograniczong odpowiedzialnoscig S.K.A.)

ROBYG Ursynéw Sp. z o.0. (formerly:

OVERKAM 7 QUBE spéika z ograniczona Sr(?l?sl ﬁi‘?::g’ﬁ:ﬂgﬁgfem and sales of 100.00 % 100.00 %

odpowiedzialnoscig SPV 11 S.K.A.) ’

OVERKAM 7 QUBE SPV 12 Sp. z 0.0.

(formgrly: OVERKA_M 7 _QUB!E spotka z Real estate development and sales of 100.00 % 100.00 %

ograniczong odpowiedzialnoscig SPV 12 units on its own behalf.

S.K.A.)

OVERKAM 7 QUBE spotka z ograniczong Real estate development and sales of o 0

odpowiedzialnoscig SPV 13 S.K.A. units on its own behalf. 100.00 % 100.00 %

ROBYG Property Sp. z 0.0. Rental activities. 100.00 % 100.00 %

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

ROBYG Finance spoétka z ograniczong

odpowiedzialnoscig S.K.A. ) . . o 0

(formerly: SELENIUM spétka z ograniczong Financing activities. 100.00 % 100.00 %

odpowiedzialnoscig S.K.A.)

ROBYG Finance Sp. z 0.0. . o o 0

(formerly: SELENIUM 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. Real estate development and sales of o 0

(formerly: ROBYG | Sp. z 0.0.) units on its own behalf. 51.00% 100.00 %

ROBYG Praga Investment | Sp. z 0.0. Re_al estate development and sales of 100.00 % 100.00 %
units on its own behalf.

ROBYG Apartamenty Villa Nobile Real estate development and sales of

Sp. z 0.0. (formerly: ROBYG Praga units on its own beﬁah‘. 51.00 % 100.00 %

Investment Il Sp. z 0.0.)

ROBYG Young City 2 Sp. z 0.0. Re_al est@te development and sales of 51.00 % 100.00 %

(formerly: GW Development Sp. z 0.0.) units on its own behalf.

ROBYG Mokotéw Investment Sp. z 0.0. Re_al estate development and sales of 51.00 % 51.00 %
units on its own behalf.

ROBYG Green Mokotow Sp. z 0.0. Real estate development and sales of 51.00 % 51.00 %
units on its own behalf.

BARIUM spétka z ograniczon

'SP - 9 a Financing activities. 51.00 % 51.00 %

odpowiedzialnoscig S.K.A.

BARIUM Sp. z o.0. Holding activities. 51.00 % 51.00 %

ROBYG Young City 3 Sp. z 0.0. Rgal estgte development and sales of 100.00 % 50.00 %

(formerly: MK Development Sp. z 0.0.) units on its own behalf.

ROBYG Ogréd Jelonki Sp. z 0.0. Holding activities. 100.00 % 50.00 %
Real estate development and sales of

ROBYG Osiedle Kameralne Sp. z 0.0. units on its own beﬁalf. 100.00 % 50.00 %

ROBYG Project Management Sp. z 0.0. Project management and supporting 100.00 % n/a

(formerly: DUCENTI Sp. z 0.0.) services.
Real estate development and sales of

ROBYG Wola Investment 2 Sp. z 0.0. units on its own beﬁalf. 100.00 % nia
Real estate development and sales of 100.00 % n/a

ROBYG Villanova Sp. z o.0.

units on its own behalf.
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% held by the Group in number of votes
Entity name Business activities and share capital of an entity as at:

31 December 2016 31 December 2015

Real estate development and sales of

Kuropatwy Park Sp. z o.0. units on its own behalf. 100.00 % na
Real estate development and sales of o
GK ROBYG Sp. z 0.0. units on its own behalf. 100.00 % n/a
. Real estate development and sales of
Inwestycja 2016 Sp. z o.0. units on its own behalf. 50.00% n/a
ROBYG Wola Investment 3 Sp. z 0.0. Holding activities. 100.00 % n/a
ROBYG Wola Investment 3 Spétka z Real estate development and sales of 100.00 % nla
ograniczong odpowiedzialnoscig Sp. k. units on its own behalf.
PZT "Transbud” S.A. Real estate rental on its own behalf. 100.00 % n/a
N o . Repair and production services with
PZT "Transbud Service" Sp. z 0.0. in regard to means of transportation and 100.00 % n/a
liquidation other equipment.
PZT "Transbud Trading - 3" Sp. z 0.0. in Sale of parts and accessories for motor 100.00 % nia
liquidation vehicles.
Sale of parts and accessories for motor
PZT "Transbud Trading - 4" Sp. z 0.0. vehiclesp. 100.00 % n/a
Real estate development and sales of o /
ROBYG 27 Sp. z 0.0. units on its own behalf. 100.00 % n/a
Real estate development and sales of o n/a
ROBYG 18 Sp. z0.0. units on its own behalf. 100.00 %
Real estate development and sales of
ROBYG Grobla Park Sp. z o.0. units on its own beﬁalf. 100.00 % n/a
Przedsigbiorstwo Motoryzacyjne Retail sale and wholesale of passenger
AUTO-GDANSK Sp. z 0.0. . (detalis in Note P 9 100.00 % n/a

17.2)

cars and pick-up vans.

All Group’s entities are established for an unlimited period of time.

1.3.

Information on joint ventures of the Group

Entity name

% held by the Group in number of votes and
share capital of an entity as at:

31 December 2016 31 December 2015

Business activities

Real estate development and sales of

Krolewski Park Sp. z o.0. units on its own behalf. 51.00% 51.00%
ROBYG Young City 1 Sp. z 0.0. Rgal estate development and sales of 51.00 % 51.00 %
(formerly: FORT Property Sp. z 0.0.) units on its own behalf.
Real estate development and sales of
ROBYG Young City Sp. z 0.0. units on its own beaalf. n/a (1) 51.00 %
Real estate development and sales of
ROBYG Osiedle Krdlewskie Sp.Z0.0.  (its on its own behalf 51.00 % 51.00 %
Real estate development and sales of
ROBYG Wola Investment Sp. z 0.0. s oo e ovm beprlt 51.00 % 51.00 %
ROBYG Ograd Jelonki Holding activities. n/a (2) 50.00 %
Sp. z o.0.
Real estate development and sales of
ROBYG Osiedle Kameralne Sp. z o.0. P n/a (2) 50.00 %

units on its own behalf.

()

In 4Q 2016 ROBYG Young City Sp. z 0.0. and ROBYG Young City 1 Sp. z 0.0. (formerly: Fort Property Sp. z 0.0.) merged;

(2) Entity under joint control of the Company and Wildetio Limited as at 31 December 2015. In 2Q 2016 the Company acquired 50% of
shares in ROBYG Osiedle Jelonki Sp. z 0.0. from Wildetio Limited; as a result the Company has become the only shareholder of
the company. As a result of transaction, in 2Q 2016 the indirect shareholding of the Company in the share capital of ROBYG
Osiedle Kameralne Sp. z 0.0. increased from 50% to 100%.

1.4. Information on associates of the Group

% held by the Group in number of votes

Entity name Business activities and share capital of an entity as at:

31 December 2016 31 December 2015

ROBYG Young City 3 Sp. z 0.0. Real estate development and sales of

. - 50.00%
(formerly: MK Development Sp. z 0.0.) units on its own behalf.

n/a (1)

(1) In2Q 2016 the Company acquired 50% of shares in ROBYG Young City 3Sp. z o0.0. (formerly: MK Development Sp. z 0.0.) as a
result the Company has become the only shareholder of the company.
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2. BASIS OF PREPARATION OF THE CONSOLIDATED FINANCIAL STATEMENTS

These consolidated financial statements have been prepared on a historical cost basis, except for investment
properties and derivatives measured at fair value and financial assets at fair value through profit and loss.

These consolidated financial statements are presented in the Polish zloty (“PLN”) and all values are rounded to the
nearest thousand, unless indicated otherwise.

These consolidated financial statements have been prepared on the assumption that the Group will continue as going
concern in the foreseeable future. As at the date of approval of these consolidated financial statements, the
Management Board of ROBYG S.A. is not aware of any facts or circumstances that would indicate a threat to the
continuing activity of the Group.

2.1. Statement of compliance

These Consolidated 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”).

Some of the Group entities maintain its accounts in accordance with the accounting policies (principles) set forth in the
Polish Accounting Act of 29 September 1994 (the “Accounting Act’) as amended and statutory instruments issued
thereunder (the “Polish accounting principles”). These consolidated financial statements include adjustments not
included in the accounts of the Group’s entities that have been introduced to ensure the compliance of those entities’
financial statements with the IFRS.

2.2. Functional currency and presentation currency
Polish zloty is the functional currency of the Company as well as the presentation currency of these consolidated
financial statements.

The functional currency of one of the Group entities is EUR. The results for the year ended 31 December 2016 and the
financial position of this entity as of 31 December 2016 were translated into the Group’s presentation currency using the
following procedures:

e assets and liabilities of the statement of financial position were translated at the closing rate at the reporting
date;

e income and expenses were translated at the exchange rates at the dates of the transactions; and

e all resulting exchange differences were recognised in other comprehensive income.

3. APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS

These consolidated financial statements were approved for publication by the Management Board on 15 March 2017.

4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
4.1. Judgements

In the process of applying the Group’s accounting policies, the management, in addition to estimation judgements,
which have the most significant effect on the amounts recognised in these consolidated financial statements, have
made the following judgements:

RECOGNITION OF REVENUES FROM THE SALE OF APARTMENTS AND COMMERCIAL UNITS

Revenues from the sale of apartments and commercial units are recognised by the Group in line with IAS 18
“Revenues” and IFRIC 15 “Agreements for the Construction of Real Estate”, i.e. after the significant risks and rewards
of ownership of the apartment/commercial unit have been transferred to a purchaser of the given apartment in its
entirety at a single time i.e. upon delivery. In the process of applying the above described accounting policy

Management judgment is required in assessing whether significant risks and rewards of ownership have been
transferred to the customer.
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CLASSIFICATION OF LEASE COMMITMENTS

The Group classifies its lease agreements as finance leases or operating leases based on the assessment of the extent
to which substantially all the risks and benefits related to ownership have been transferred from the lessor to the lessee.
The assessment is based on an economic substance of each agreement.

JOINT VENTURES

As presented in Note 1.3 to these consolidated financial statements, the Group is a shareholder in several joint
ventures carried out with partners. These projects are treated as joint ventures due to the fact that the Group together
with the partners has a joint control over these entities that carry out projects, resulting from the fact that both partners
have the right to appoint an equal number of members of the Supervisory Board and thus they have a joint control over
the composition of the Management Board.

4.2. Estimates and assumptions

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.

DEFERRED TAX ASSETS

The Group recognises deferred tax assets based on the assumption that in the future, taxable profits will be available
against which the deferred tax asset can be utilised. Deterioration of future taxable profits might render this assumption
unreasonable.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of financial instruments for which no active market exists is assessed by means of appropriate valuation
methods. The Group applies professional judgment in selecting appropriate methods and assumptions. The methods
used for measuring the fair value of financial instruments are presented in Note 29 to these consolidated financial
statements.

FAIR VALUE OF INVESTMENT PROPERTIES

The fair value of investment properties is assessed by the Management Board of the Group based on the valuations
prepared by an independent valuer with a use of comparative transactions method (based on the analysis of the current
prices charged in similar transactions on the market), income method and/or based on the internal valuations.

SPLIT OF BORROWING LIABILITIES INTO LONG AND SHORT-TERM

The repayment schedules of the bank borrowings held by the Group are related to the planned timetable of completion
of particular phases of a project which are financed with a given loan. Thus the split of the bank borrowings into the
long-term and short-term parts is done on the basis of the planned schedule of completion of a particular stage of the
project, however not later than the final repayment date as stated in the contract. Any changes in the schedules may
result in a change in the presentation of this statement of financial position item.

SPLIT OF LAND DESIGNATED FOR DEVELOPMENT INTO LONG-TERM AND SHORT-TERM

The Group classifies the land designated for development as either long-term and short-term. This division is based on
the operating cycle. The Group estimates that an operating cycle lasts about 4 years. The operating cycle is divided into
two phases: (i) the pre-construction preparation phase lasting about 2 years (obtaining necessary site permits,
environmental decisions or construction permits, designing, etc.), and (ii) construction phase lasting also about 2 years.

The Group thus divides all the land bank it holds into a long-term part (if the start of the construction phase on this land
is not planned within the period of 2 years from the reporting date) and a short-term part (if the start of the construction
phase on this land is planned within 2 years from the reporting date). The details related to the presentation of the land
bank held by the Group are described in Note 7.14 to these consolidated financial statements.

IMPAIRMENT OF ASSETS AND NRV ANALYSIS

The Group carries out tests for impairment of property, plant, equipment and land designated for development
classified as non-current assets when impairment indicators exist. Goodwill acquired in business combinations is tested
for impairment as at the end of each year. The NRYV test for the inventory of finished goods (completed residential and
commercial units) is done by comparing their book value with the current market selling prices of the units in particular
stages of the projects carried out by the Group. Inventory classified as work in progress (units under construction) is
tested by comparing the net book value increased by the expected remaining costs to complete the apartments with the
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current market selling prices of the finished apartments in the given stages of the projects carried out the Group. The
land bank held by the Group (the one presented with the inventory balance as well as the one included in land
designated for development classified as non-current assets) is valued either based on the external or internal
valuations prepared for that land or based on the comparison of the net book value of the land with the current market
prices for the land quoted in the given area or by comparing the value of land increased by the expected construction
costs to be incurred to complete the project with the estimated current market prices of the finished apartments sold in
the given area. Impairment tests on goodwill require assessment of the value in use of the cash-generating unit or a
group of cash generating units to which the goodwill is allocated. Assessment of the value in use is based on
determining future cash flows generated by the cash-generating unit and requires the determination of a discount rate
in order to calculate the present value of those cash flows. Based on these analyses, the Group’s management
determines if there is any basis for recognition of any impairment write-offs updating the value of property, plant,
equipment, land designated for development classified as non-current assets and goodwill or any write-offs to decrease
the value of inventory to its net realisable value. For details of impairment test on goodwill please refer to Note 16.1 to
these consolidated financial statements.

PROVISIONS

The Group has created provisions for all the material and justified legal proceedings in to the Group entities are parties
taking into consideration potential negative effects that these legal cases may have on the Group entities. For details of
court proceedings please refer to Note 24.2 and for details of provisions created please refer to Note 24 to these
consolidated financial statements.

5. CHANGES IN THE ACCOUNTING POLICIES

The accounting policies used to prepare these consolidated financial statements are the same as those used to prepare
the consolidated financial statements of the Group for the year ended 31 December 2015, with the exception of the
implementation of the following amendments to the standards as well as new interpretations that are in effect for
financial years beginning on or after 1 January 2016:

From 1 January 2016 the Group has applied for the first time the following standards:
¢ Amendments to IAS 19 Defined Benefit Plans: Employee Contributions,
e Annual Improvements to IFRSs 2010-2012,
e Amendments to IFRS 11 Accounting for Acquisitions of Interests in Joint Operations,
e Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and Amortisation,
e Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants,
e Annual Improvements to IFRSs 2012-2014,
e Amendments to IAS 1 Disclosure Initiative.
The implementation of these amendments did not have any effect on the financial situation or results of the Company.

6. NEW STANDARDS AND INTERPRETATIONS 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,

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 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,

¢ 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 indefinitely - the effective date was postponed indefinitely by IASB,
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e IFRS 16 Leases (issued on 13 January 2016) - not yet endorsed by the EU 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 with IFRS 4 Insurance Contracts (issued on 12
September 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 12 Recognition of Deferred Tax Assets for Unrealised Losses (issued on 19 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 2017,

e Amendments to IAS 7 Disclosure Initiative (issued on 29 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
2017,

e Clarifications to IFRS 15 Revenue from Contracts with Customers (issued on 12 April 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 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) — not yet endorsed by the EU at the
date of approval of these financial statements — Amendments to IFRS 12 and IFRS 1 are effective for financial
years beginning on or after 1 January 2017, whereas Amendments to 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.

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

The management is in process of analyzing the impact of the above new standards and amendments on the
consolidated financial statements in the period of their initial application. 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.

7. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

7.1. Basis of consolidation

These consolidated financial statements comprise financial statements of ROBYG S.A. and its subsidiaries for the year
ended 31 December 2016 as described in detail Note 1 to these consolidated financial statements. The financial
statements of all consolidated entities are prepared for the same reporting period, with the use of consistent accounting
policies, and are based on the same accounting policies applied to similar business transactions and events.
Adjustments are made to bring in line any different accounting policies that may exist.

All intercompany balances and transactions, including unrealised gains arising from intra-group transactions, have
been eliminated in full. Unrealised losses are eliminated unless they indicate impairment.
INTEREST IN SUBSIDIARIES

Subsidiaries are consolidated from the date on which control is obtained by the Group and cease to be consolidated
from the date on which such control is transferred out of the Group.

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the investee. Specifically, the Group controls an
investee if, and only if, the Group has:

e power over the investee (i.e., existing rights that give it the current ability to direct relevant activities of the
investee),
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e exposure, or rights, to variable returns from its involvement with the investee,
e the ability to use its power over the investee to affect its returns.

Generally, there is an assumption that a majority of voting rights result in control. To support this assumption and when
the Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts
and circumstances in assessing whether it has power over an investee, including:

e contractual arrangement with other vote holders of the investee,
e rights arising from other contractual arrangements,
e the Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and expenses
of a subsidiary acquired or disposed of during the year are included in the consolidated financial statements from the
date when the Group gains control until the date when the Group ceases to control the subsidiary.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. In
such cases, in order to reflect the changes in relative shareholdings held in the subsidiary, the Group adjusts the values
of controlling and non-controlling interests. All differences between the value of the adjustment allocated to the
non-controlling interests and the fair value of the consideration paid or received for the minority shares are recognised
in equity and are allocated as a transaction with the owners of the Group.

INTEREST IN JOINT VENTURES
Joint ventures are accounted for using the equity method.

The equity method is a method of accounting whereby the investment is initially recognised at cost and adjusted
thereafter for the post-acquisition change in the investor’'s share of the investee’s net assets. The investor’s profit or
loss includes its share of investee’s profit or loss and the investor’s other comprehensive income includes its share of
the investee’s other comprehensive income. Gains and losses from “upstream” and “downstream” transactions
between the Group and joint ventures are recognised only to the extent of unrelated Group’s interest in the joint
ventures.

INTERESTS IN ASSOCIATES

Interests in associates are valued with equity method. An associate is an entity, including an unincorporated entity such
as a partnership, over which the investor has significant influence and that is neither a subsidiary nor an interest in a
joint venture. The basis for the valuation of the investment in associate using equity method is the financial statements
of the associate. The financial statements of the associates are prepared for the same reporting period as the Group’s
financial statements. Adjustments are made where necessary to bring the accounting policies in line with those of the
Group. Equity method is a method of accounting where the investment is initially recognised at cost and adjusted
thereafter for the post-acquisition change in the Group's share of net assets of the associate. The profit or loss of the
Group includes the Group's share of the profit or loss of the associate.

7.2. 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 2016 31 December 2015
UsD 4.1793 3.9011
EUR 4.4240 4.2615
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7.3. Property, plant and equipment

Property, plant and equipment are recognised at purchase price/ production cost less accumulated depreciation and
impairment losses. The initial cost 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 assets' components when incurred, if the recognition
criteria are met. Subsequent expenditures, such as repair or maintenance costs, are expensed in the consolidated
statement of comprehensive income for the reporting period as they are incurred.

Upon purchase, property, plant and equipment 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.

Property, plant and equipment are depreciated using the straight-line method over their estimated useful lives.

Type Period
Equipment and other assets (majority of this position 2-10 years
relates to sales and administration office buildings)
Vehicles 5 years

Residual values, useful lives and depreciation methods of property, plant and equipment are reviewed annually and, if
necessary, adjusted with effect from the beginning of the reporting period that has just ended.

An item of property, plant and equipment is de-recognised upon disposal or when no future economic benefits are
expected from its further use. Any gain or loss arising on de-recognition of an asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is recognised in the consolidated statement of
comprehensive income for the period in which de-recognition took place.

Assets under construction (construction in progress) include assets under construction or assembly and are recognised
at purchase price or cost of construction less any impairment losses. Depreciation of an asset begins when it is
available for use.

7.4. Investment properties

Investment properties are initially measured at cost, including transaction costs.

Subsequent to initial recognition, investment properties are stated at fair value. Any gain or loss arising from a change
in the fair value of investment property is recognised in the consolidated statement of comprehensive income for the
year in which it arose.

Investment property is de-recognized when disposed of or permanently withdrawn from use and no future benefits are
expected from its disposal. Gains or losses on de-recognition of investment property are recognized in the consolidated
statement of comprehensive income for the year in which such de-recognition took place.

Transfers are made to investment property when, and only when, there is a change in use, in particular evidenced by
the end of occupation by an owner or commencement of an operating lease to another party.

If a property occupied by the Group as an owner-occupied property becomes an investment property, the Group accounts
for such a property in accordance with the policy stated under Property, Plant and Equipment up to the date of change in
use. For a transfer from inventories to investment property, any difference between the fair value of the property at that
date and its previous carrying amount is recognised in the statement of comprehensive income.

Transfers are made from investment property to inventory or land designated for construction classified as non-current
asset only when there is a change in use evidenced by the commencement of development of the given plot with a view
to sale.

For a transfer from investment property to owner-occupied property or inventories or land designated for construction
classified as non-current asset, the deemed cost of the property for subsequent accounting is its fair value as at the
date of change in use.

Land with undefined future use is classified by the Group as investment property.

7.5. Intangible assets

Intangible assets acquired separately or constructed (if they meet the recognition criteria for capitalised 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 acquisition. Following the initial
recognition, intangible assets are carried at acquisition or production cost less any accumulated amortisation and any
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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 Group 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 at least at each financial year end. 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 lives is recognised in the consolidated statement of comprehensive income in the
expense 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, are adjusted with effect from the beginning of the reporting period
that has just ended.

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

A summary of the policies applied to the Group's intangible assets is as follows:

Software

Useful life Definite.
Method of amortisation 2 years on a straight-line basis.

Internally generated or acquired ~ Acquired.
Annual assessment to determine whether
Impairment testing there is any indication that an asset may be
impaired.

7.6. Business combinations and goodwill

Goodwill is initially measured at cost being the excess of the aggregate of the consideration transferred and the amount
recognised for non-controlling interest over the net identifiable assets acquired and liabilities assumed. If this
consideration is lower than the fair value of the net assets of the acquired subsidiary, the difference is recognised in the
statement of comprehensive income.

Following initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is
reviewed for impairment annually or more frequently if events or changes in circumstances indicate that the carrying
amount may be impaired. Goodwill is not amortised.

As at the acquisition date, any goodwill acquired is allocated to each of the cash-generating units that is expected to
benefit from the combination. Each unit, or set of units, to which the goodwill has been allocated should:

e represent the lowest level within the Group at which the goodwill is monitored for internal management
purposes, and

e not be larger than an operating segment determined in accordance with IFRS 8 Operating Segments.

Impairment is determined for goodwill by assessing the recoverable amount of the cash-generating unit to which the
goodwill has been allocated. Where the recoverable amount of the cash-generating unit is less than the carrying
amount, an impairment loss is recognised. Where goodwill represents a part of a cash-generating unit and a part of the
operations within that unit is disposed of, the goodwill associated with the operations disposed of is included in the
carrying amount of the operations when determining gain or loss on disposal of the operation. Goodwill disposed of in
such circumstances is measured on the basis of the relative value of the operations disposed of and the value of the
portion of the cash-generating unit retained.

THE INITIAL ACCOUNTING OF BUSINESS COMBINATIONS WAS CARRIED OUT PROVISIONALLY

The initial accounting of business combinations can be carried out provisionally until the end of the period in which the
business combination took place in the situation in which either the fair values that should be assigned to the identifiable
assets, liabilities, and conditional liabilities of the acquired entity or the cost of the business combination can only be
estimated. The Group settles such business combinations using the estimated values that it obtains and recognises the
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adjustments of the estimated values arising out of the completion of the initial accounting within a period of 12 months
from the acquisition date and starting from the acquisition date.

This means that:

e the carrying amount of the identifiable asset, liability, or conditional liability component that is recognised or
adjusted as a result of the completion of the initial accounting is calculated in such a way as if it's fair value on
the acquisition date was recognised starting from that date.

e the goodwill or the excess of the Group’s share in the fair value of the identifiable assets, liabilities, and
conditional liabilities of the acquired entity over the costs are adjusted starting from the acquisition date by an
amount equal to the adjustment of the fair value as at the acquisition date of the recognised or adjusted asset,
liability, or conditional liability component.

e comparable information presented for periods before the completion of the initial accounting of the business
combination is presented in such a way as if they initial accounting was already completed starting from the
acquisition date.

7.7. Leases

Finance leases, which transfer to the Group 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 Group 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 consolidated statement of
comprehensive income on a straight-line basis over the lease term.

7.8. Impairment of non-financial assets

An assessment is made 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 Group 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 asset’s or cash-generating unit’s fair
value less costs of sale and 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.

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If such indication exists, the Group makes an estimate
of 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 the consolidated
statement of comprehensive income, unless the asset is carried at revalued amount, in which case the reversal is
treated as a revaluation increase. 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 carrying amount, less its residual value (if any),
on a systematic basis over its remaining useful life.
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7.9. Borrowing costs

Borrowing costs are capitalised as part of the cost of property, plant and equipment and inventories. Borrowing costs
include interest and foreign exchange losses (to the extent they are regarded as an adjustment to interest costs)
resulting from the borrowings taken out in order to finance real estate development projects developed by the Group.

Foreign exchange gains are not capitalised.

Only the financing costs which pertain to investment phases subject to active development work (that is, work related to
obtaining permits, creating architectural or urban planning conceptions, design, etc.) or construction work, in the time
frame encompassing this work, are subject to capitalisation. Upon suspension or interruption of development or
construction work in relation to a given phase, the costs of financing that phase are charged to the consolidated
statement of comprehensive income for the entire period of the work interruption.

7.10. Financial assets

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

Financial assets held to maturity are non-derivative financial assets with fixed or determinable payments and fixed
maturities, which the Group 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
evidence of a recent actual pattern of short-term profit-taking; or

o a derivative (except for a derivative that is a financial guarantee contract or a designated and
effective hedging instrument).

e upon initial recognition it is designated as at fair value through profit or loss in compliance with 1AS 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. Any change in the fair value of these instruments is recorded in finance costs or finance
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, except where the embedded derivative does not significantly modify
the cash flows or it is clear that separation of the embedded derivative is prohibited. Financial assets may be classified
at initial recognition as at fair value through profit or loss if the following criteria are met: (i) the designation eliminates or
significantly reduces the inconsistent treatment that would otherwise arise from measuring the assets or recognising
gains or losses on them on a different basis; or (ii) the assets are part of a group of financial assets which are managed
and their performance evaluated on a fair value basis, in accordance with a document risk management strategy; or (iii)
the financial asset contains an embedded derivative 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
quoted market price is available and there is no possibility to determine their fair value using alternative methods,
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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 (if quoted 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 consolidated 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 consolidated 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 derecognised if the Group 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.

7.11. Impairment of financial assets

At each reporting date the Group 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 either directly or through use of an allowance amount. The
amount of the loss shall is recognised in profit or loss.

The Group 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 event occurring after the impairment was recognised, the previously recognised impairment loss is reversed. Any
subsequent reversal of an impairment loss is recognised in profit or loss, to the extent that the carrying amount of the
asset does not exceed its amortised cost at the reversal date.

FINANCIAL ASSETS CARRIED AT COST

If there is an 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 asset 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 asset, then the
amount of the difference between the acquisition cost (net of any principal payment and — in case of financial assets
measured at amortised cost using the effective interest rate method — amortisation) and current fair value, less any
impairment loss on that financial asset previously recognised in the profit or loss, is removed from equity and
recognised in the consolidated statement of comprehensive income. Reversals of impairment losses on equity
instruments classified as available for sale cannot be recognised in the consolidated 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 consolidated
statement of comprehensive income, the impairment loss is reversed, with the amount of the reversal recognised in the
consolidated statement of comprehensive income.
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7.12. Derivative financial instruments and hedges

The Group 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 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:

o 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 Group 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.

The Group 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
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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 Group 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 Group 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 A NET INVESTMENT 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.

7.13. Inventories

Inventories are measured at the lower of: cost (purchase price/cost of production) and net realisable value.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion
and estimated costs necessary to make the sale.

The Group recognises the costs attributable to the development of residential properties designated for sale as
inventories.

The following costs are capitalised in inventories:
e land and related costs,
e costs of infrastructure,

e consulting and advisory services related to the construction and acquisition (capitalisation of the costs starts
from the moment the decision to carry out the project is made),

e construction costs,
e project supervision costs,
e architectural and design services costs.

Inventories also include capitalised borrowing costs (details pertaining to the capitalisation of the borrowing costs are
presented in Note 7.9 to these consolidated financial statements).

The operating cycle of the development project starts with commencement of the design and project works and goes
through obtaining all necessary construction permits, construction itself and ends with the sales of the apartments.

7.14. Land designated for development classified as non-current assets

The Group classifies the land designated for development as either long-term and short-term. This division is based on
the operating cycle. The Group estimates that an operating cycle lasts about 4 years. The operating cycle is divided into
two phases: (i) the pre-construction preparation phase lasting about 2 years (obtaining necessary site permits,
environmental decisions or construction permits, designing, etc.), and (ii) construction phase lasting also about 2
years.

The Group thus divides all the land bank it holds into a long-term part (if the start of the construction phase on this land
is not planned within the period of 2 years from the reporting date) and a short-term part (if the start of the construction
phase on this land is planned within 2 years from the reporting date).

Long-term part of the land bank is presented in non-current assets of the consolidated statement of financial position,

as “Land designated for development”, whereas short-term part of the land bank is presented in current assets of the
consolidated statement of financial position, in inventory balance.
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Land designated for development classified as non-current assets is measured at cost less impairment. The Group
carries out an impairment test once a year unless there are indicators for value loss, in which case the test is performed
when those indicators occur.

7.15. Trade and other receivables

Trade receivables are recognised and carried at the original invoice amount less an allowance for any uncollectible
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.

7.16. Cash and cash equivalents

Cash and short-term deposits 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 consolidated statement of cash flow, cash and cash equivalents consist of cash and cash
equivalents as defined above less outstanding bank overdrafts.

7.17. Presentation of advances paid in by customers to individual escrow accounts

Due to the legal regulations which resulted in the need to open individual escrow accounts for advances paid by the
customers of the Group for the purchases of apartments following the regulation coming into force, the Group adopted
a policy of presenting the amounts kept on these individual escrow accounts as a separate line in the balance sheet, in
the balance of escrow account and other short-term financial assets.

7.18. Interest-bearing loans and borrowings

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 7.12.

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 consolidated statement of comprehensive income immediately upon
de-recognition of the liability from the consolidated statement of financial position and, as a result, of settlement with the
use of the effective interest rate method.

The Group divides the borrowings recognised in the consolidated 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.

7.19. Financial liabilities

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

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit or 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 or 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 instrument that needs to be recorded separately.

Financial liabilities at fair value through profit or 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
consolidated statement of comprehensive income as finance income or cost.
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Financial liabilities, other than financial instruments at fair value through profit or loss, are measured at amortised cost,
using the effective interest rate method.

The Group de-recognises a financial liability from its consolidated statement of financial position 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 financial liability 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 de-recognition of the original liability
and the recognition of a new liability. The difference in the respective carrying amounts is recognised in the
consolidated statement of comprehensive income.

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

7.20. Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) 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 Group expects some or all of 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 consolidated
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.

7.21. Share-based payment transactions

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period
in which the performance conditions are being fulfilled, ending on the date on which the relevant employees become
fully entitled to the award (‘vesting date'). The cumulative expense recognised for the equity-settled transactions as at
each reporting date until the vesting date reflects the extent to which the vesting period has expired and the number of
awards that, in the opinion of the directors of the Group at that date, based on the best available estimate of the number
of equity instruments, will ultimately vest.

No expense is recognised for awards which do not ultimately vest, except for awards where vesting is conditional upon
a market condition, which are treated as vesting irrespective of whether or not the market condition is satisfied, provided
that all other performance conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the terms had
not been modified. In addition, an expense is recognised for any increase in the value of the transaction as a result of
the modification, as measured at the date of modification.

When an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any expense
not yet recognised for the award is recognised immediately. However, if a new award is substituted for the cancelled
award, and designated as a replacement award on the date that it is granted, the cancelled and new awards are treated
as if they were a modification of the original award, as described in the previous paragraph.

7.22. Revenue

Revenues are recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenues can be reliably measured. Revenues are recognised net of Value Added Tax and discounts. The following
specific recognition criteria must also be met before revenue is recognised:

SALE OF APARTMENTS AND COMMERCIAL UNITS

Revenues from the sale of apartments and commercial units are recognised in line with IAS 18 “Revenues” and
IFRIC 15 “Agreements for the Construction of Real Estate”, i.e. after the significant risks and rewards of ownership of
the apartment/commercial unit have been transferred to a purchaser of the given apartment in its entirety at a single
time i.e. upon delivery.
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Customers make payments in line with a previously agreed schedule. These payments (both the payments already
made in cash by customers and the payments not yet received, but due as at the reporting date according to the
payment schedule) are recognised as at the reporting date as advance payments (deferred income) until their
recognition in the consolidated statement of comprehensive income (i.e. the transferring of a significant part of risks and
rewards to a purchaser of an apartment/commercial unit).

INTEREST

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

RENTAL INCOME

Rental income from operating leases on investment properties is accounted for on a straight-line basis over the lease
term.

7.23. Income tax and value added tax

CURRENT INCOME TAX

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that
have been enacted or substantively enacted at the reporting date.

DEFERRED TAX

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

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 profit or loss; 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 can be controlled 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:

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 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 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 liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the reporting date.

Deferred income tax related to items recognised directly in equity is recognised in equity and not in the consolidated
statement of comprehensive income.

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

Revenues, expenses and assets 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.

7.24. 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.

8. SEGMENT INFORMATION

The Group’s current activities are mostly homogenous and focus primarily on development and sales of commercial
and residential units and related supporting activities. They are, however, carried out in different cities in Poland
(Warsaw, Gdansk and Wroctaw). The Group identified the following operating and reportable segments based on
geographical location:

e Warsaw segment (subsidiaries and joint-ventures),

e Gdansk segment and Wroctaw segment
The Company carries out its activities in one operating segment (which is holding activities).
The Group evaluates the results generated by the particular segments based on the revenues from sales and based on
the gross profits on sales generated by the particular segments. The segment reporting method diverges from IFRS on
presentation of activities carried out by joint ventures. Segment reporting accounts for all joint ventures using
proportional consolidation method, while in accordance with IFRS joint ventures should be accounted for with the use of
the equity method.
The table below presents segment information about each reportable segment and a reconciliation between segment
reporting and gross profit / (loss) on sales recorded in consolidated statement of comprehensive income in compliance
with IFRS.

Reporting segments

Reconcilia
Warsaw — Total ) .
Year ended 31 December 2016 Warsaw - o . tion with Total IFRS
subsidiaries Jomt-gsentur Gdansk Wroctaw  segments IFRS
Sesvti?r:JeerSs from sales to external 160 907 249412 288 899 - 699218  (249412) 449 806
u
FI?aer\:ieer;ues from sales to related 57 783 i i} B 57 783 882 58 665
Rental income 7331 - 1279 - 8610 - 8610
Total sales revenues 226 021 249412 290178 - 765 611 (248 530) 517 081
Gross profit/(loss 58 331 77 226 60 599 - 196 156 80 022 116 134
p (loss)
Other income 5231
Selling and marketing expenses (21 992)
Administrative expenses (31 368)
Other expenses (7 750)
Post-tax share of profit or loss of
the joint ventures accounted for 62 639
using the equity method
122 894

Operating profit
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Year ended 31 December 2015

Revenues from sales to external
customers

Revenues from sales to related
parties

Rental income
Total sales revenues

Gross profit/(loss)

Other income

Selling and marketing expenses
Administrative expenses

Other expenses

Post-tax share of profit or loss of
the joint ventures accounted for
using the equity method

Operating profit

Reporting segments

9. REVENUES AND EXPENSES

9.1. Sales revenues

Sales of units

Other sales to related parties (for details please see Note 27)
Revenues from the rental of investment properties and other properties

Other revenues from third parties

Total sales revenues

9.2. Cost of sales

Costs of units sold

Costs of other sales to related parties

Cost of rental activities
Other costs
Total costs of sales

9.3. Other income

Total Reconcilia
Warsaw - ,Warsaw - , tion with Total IFRS
subsidiaries Jomt—(;lsentur Gdansk Wroctaw segments IFRS
112 074 136 998 256 728 - 505 800 (136 998) 368 802
104 336 - - - 104 336 2018 106 354
5219 - - - 5219 - 5219
221 629 136 998 256 728 - 615 355 (134 980) 480 375
35789 42 616 43 542 - 121 947 (44 930) 77017
2289
(16 262)
(28 014)
(6 538)
30 554
59 046
Year ended Year ended
31 December 2016 31 December 2015
446 246 365 497
58 665 106 354
8 610 5219
3560 3305
517 081 480 375
Year ended Year ended
31 December 2016 31 December 2015
(341 461) (299 486)
(50 918) (96 267)
(3 220) (2281)
(5 348) (5324)
(400 947) (403 358)
Year ended Year ended

Reimbursement of expenditures that were incurred for water and sewerage

infrastructure
Release of provisions

Penalties paid by customers and subcontractors
Gains on disposal of non-current assets

Received compensations

Reimbursement of overpaid civil tax

Other
Total other income

31 December 2016

31 December 2015

2500 -
65 635
354 127
564 88
428 1100
942 -
378 339
5231 2289
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9.4. Other expenses

Year ended Year ended
31 December 2016 31 December 2015
Provisions created (1 565) (800)
Loss on the valuation of investment property (for details please see Note 15) (4 829) (3063)
Provision for doubtful debts (395) (742)
Loss on disposal of non-current assets - (262)
Donations (196) (133)
Taxes and other charges - (474)
Costs of court proceedings (271) (307)
Compensations (356) -
Other (138) (757)
Total other expenses (7 750) (6 538)
9.5. Financeincome
Year ended Year ended
31 December 2016 31 December 2015
Bank interest income 3611 4117
Interest income from loans granted to related parties 1289 704
Interest income from loans granted to non-controlling interests 227 9
Discount effect on other long term liabilities 1421 1604
Profit on the change in the fair value of derivatives and the impact of ceasing the 1 450 -
application of hedge accounting rules (for details please see Note 29.1.)
Foreign currency exchange gains, net 11 -
Valuation of investment fund units 362 -
Other 320 267
Total finance income 8 691 6701
9.6. Finance costs
Year ended Year ended
31 December 2016 31 December 2015
Interest on bank loans (2 508) (1258)
Interest on loans from related parties (for details please see Note 27) (2111) (657)
Interest on bonds (5 614) (9 483)
Interest on other liabilities (395) (1271)
Net foreign currency exchanges losses - (888)
Finance charges payable under finance leases (1722) (1 405)
Bank commissions (914) (450)
Fees related to the listing of the Company’s shares and bonds on the public (341) (554)
market
Discount effect on receivables (345) -
Other financial costs (386) (203)
Total finance costs (14 336) (16 169)
9.7. Costs by type
Note Year ended Year ended
31 December 2016 31 December 2015
Depreciation / Amortisation 9.8 (2 326) (1 760)
Materials and Energy (7 696) (6 976)
External services (400 050) (359 185)
Taxes and charges (8 444) (5512)
Employee benefit expenses 9.9 (16 745) (13 909)
Other (2 360) (2 538)
Total costs by type, of which: (437 621) (389 880)
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Note Year ended Year ended
31 December 2016 31 December 2015
Total costs by type, of which: (437 621) (389 880)
Cost of sales 9.2 (400 947) (403 358)
Selling and marketing expenses (21 992) (16 262)
Administrative expenses (31 368) (28 014)
Change in inventory (corrected with the value of land purchased by the 16 686 57 754

Group)

9.8. Depreciation/ amortisation included in the consolidated statement of comprehensive

income

Year ended
31 December 2016

Year ended
31 December 2015

Included in administrative expenses:

Depreciation (2 224) (1610)

Amortisation (102) (150)

Total depreciati_on _and amortisation included in the consolidated statement (2 326) (1 760)
of comprehensive income

9.9. Employee benefit expenses
Year ended Year ended

31 December 2016 31 December 2015

Wages and salaries (13 659) (11137)

Social security costs (2 254) (1 790)

Other employee benefit expenses (832) (982)

Total employee benefit expenses, of which: (16 745) (13 909)

Items included in cost of sales (4 138) (3182)

Items included in selling and marketing expenses (1 851) (1909)

Items included in administrative expenses (10 756) (8 818)

10. INCOME TAX
10.1. Tax burdens

Major components of income tax expense for the years ended 31 December 2016 and 31 December 2015 are as

follows:

Year ended
31 December 2016

Year ended
31 December 2015

Consolidated statement of comprehensive income
Current income tax

Current income tax charge (8 822) (5 949)
Adjustments in respect of current income tax for previous years - -
Deferred income tax

Related to arising and reversal of temporary differences (4 397) 37935
Income tax expense reported in the profit and loss (13 219) 31986
Consolidated statement of comprehensive income

Deferred income tax

Deferred tax related to the net loss on the changes in the effective part of the cash (122) (6)
flow hedge

Deferred tax related to foreign currency translation differences 110 111
Income tax expense reported in other comprehensive income (12) 105
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10.2. Reconciliation of the 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 Group's effective income tax rate for the years ended 31 December 2016 and
31 December 2015 is as follows:

Year ended Year ended

31 December 2016 31 December 2015
Accounting profit before tax from continuing operations 117 249 49578
At statutory income tax rate of 19% (2015: 19%) (22 277) (9 420)
Post-tax share of the profit or loss of the joint ventures accounted for using the 10 392 4 488
equity method
Unrecognised tax losses (1039) (2779)
Other non-taxable income/ (costs) (230) (71)
De-recognition of deferred tax liability in relation to interest capitalised in inventory - 1371
Recognition of deferred tax assets in relation to the reorganisation of the Group (1) 4267 -
De-recognition of deferred tax liability in relation to interest contributed in kind (2) - 8276
Recognition of deferred tax asset in relation to trademarks contributed in kind (2) - 29126
Recognition of deferred tax asset in relation to land contributed in kind (2) - 5761
Effect of the taxation of the dividend from a limited joint-stock partnership (930) -
Non-tax deductible provisions (540) -
Other permanent differences resulting from the purchase price allocation (2 862) (4 766)
At the effective income tax rate of 11.3% (13 219) 31986
(the year ended 31 December 2015: (65%))
Income tax expense reported in the consolidated statement of (13 219) 31 986

comprehensive income

1)

@)

In the year ended 31 December 2016 the Group underwent a reorganisation. The aim of the process was to
separate, accounting and administrative services in one subsidiary and development project management
and customer service in the second one. The above reorganisation resulted in a PLN 95 million tax loss in one
of the Company's subsidiaries. Based on the estimates of the Group concerning the possibility of generating a
potentially sufficient taxable income which will allow for the offsetting of a part of the above tax loss in a
foreseeable future, as at 31 December 2016 the Group recognised a PLN 3 million deferred tax asset with
regards to this tax loss. The estimates regarding the possibility of generating taxable income which will allow
for the utilisation of the above tax loss will be monitored on an on-going basis and updated by the Group. The
impact of these estimates will be reflected in the level of the deferred tax asset created for tax losses which
may be used in the future.

In the year ended 31 December 2015 the Group carried out reorganisation, in which a number of assets
(including interest receivables, trademarks and land) were contributed by the Company or one of its
subsidiaries to limited joint-stock partnerships of the Group. The above contributions in kind of interest
receivables resulted in the de-recognition of the deferred tax liability while the contribution in kind of
trademarks and land resulted in the recognition of the deferred tax asset in these consolidated financial
statements.

10.3. Deferred income tax

Deferred income tax relates to the following:
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Inventory . Foreign
and Investment  Interests on . Provisions Financial currency
h Provisions Tax losses Trademarks for doubtful . : Other Total

customer properties loans debts instruments  translation

advances differences
Net deferred income tax assets / (liabilities)
as at 31 December 2014 (12 711) (4 668) 17 350 3754 8739 - 136 416 - (543) 12 473
Tax income / (tax expense):
- recognised in consolidated profit or loss 6 455 2361 (11 782) (623) 12 844 28 520 141 - - 19 37935
- recognised in other comprehensive income - - - - - - - (6) 111 - 105
Net deferred income tax assets / (liabilities)
as at 31 December 2015 (6 256) (2 307) 5568 3131 21583 28 520 277 410 111 (524) 50 513
Tax income / (tax expense):
- recognised in consolidated profit or loss (12 722) 613 7 996 961 1756 (2 428) (118) (205) - (250) (4 397)
- recognised in other comprehensive income - - - - - - - (122) 110 - 12)

Deferred income tax asset created as a result of
the business combination and the acquisition of 4 408 (1 637) 214 8 974 - - - - (379) 3588
shares in a joint venture, net

Net deferred income tax assets / (liabilities)

as at 31 December 2016 (14 570) (3331) 13778 4100 24 313 26 092 159 83 221 (1 153) 49 692
Deferred tax recognised in the consolidated statement of financial position as: 31 December 2016 31 December 2015
- Deferred tax assets 65 474 59 020
- Deferred tax liabilities (15 782) (8 507)
49 692 50 513
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The Group has unused tax losses of PLN 73 979 thousand (PLN 4 085 thousand as at 31 December 2015) that are
available for offsetting against future taxable profits of the companies in which the losses arose. Deferred tax assets
have not been recognised in respect of these losses as they may not be used to offset taxable profits elsewhere in the
Group, they have arisen in the Group entities where at the given moment, there is no certainty as to their recoverability
in the near future. If the Group was able to recognise all unrecognised deferred tax assets, the profit would increase by
PLN 14 056 thousand.

11. 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 parent 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 Year ended
31 December 2016 31 December 2015
Net profit attributable to ordinary shareholders of the parent company, used to 108 672 79 744
compute basic earnings per share
Weighted average number of ordinary shares for basic earnings per share 263 092 000 262 935 836
Basic earnings per share (in PLN per share) 0.41 0.30

There were no dilutive instruments as at 31 December 2016 and as at 31 December 2015.

12. DIVIDENDS PAID AND PROPOSED

Dividends are paid in accordance with the Polish Commercial Companies Code, based on the standalone financial
statements of ROBYG S.A. prepared in accordance with the IFRSs.

On 14 January 2016, the Management Board of ROBYG S.A. adopted a policy concerning its future recommendations
on dividend distribution by the Company from profits for years 2016 and 2017. This policy has been subsequently
approved by the Company's Supervisory Board on 14 January 2016. The dividend policy states that dividend payouts
will correspond with the net profit generated by the Group. With the exception of limitations defined in the dividend
policy, the Management Board intends to recommend to the General Shareholders Meeting payment of dividends from
profits for years 2016 and 2017 at a level of 65% to 80% of the consolidated net profit attributable to the equity holders
of the parent entity. The above dividend policy shall be subject to the availability of equity, according to the stand-alone
financial statements of the Company, which pursuant to relevant provisions of law, may be distributed to the
shareholders for dividend, as well as, subject to the cash requirements needed for the Group’s expansion and the
arising investment opportunities.

On 28 June 2016, the Ordinary General Shareholders Meeting of the Company approved the payment of the dividend
for 2015 in the amount of PLN 52 618 thousand (PLN 0.20 per one ordinary share). The dividend date was set on 4 July
2016 and the dividend was paid on 20 July 2016.

For 2016 the Management Board of ROBYG S.A. proposed to pay a dividend of PLN 0.27 per share.

In year ended 31 December 2016, the Group paid dividend to non-controlling shareholders in the amount of PLN 2 281
thousand (PLN 3 750 thousand in the year ended 31 December 2015) and declared advances for dividend in the
amount of PLN 4 333 thousand.
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13. PROPERTY, PLANT AND EQUIPMENT

Buildings,

Year ended 31 December 2016 Vehicles equipment and Total

other assets
Cost as at 1 January 2016 2 386 30 379 32765
Additions 111 1128 1239
Disposals and liquidations (105) (1736) (1 841)
Transfers to investment properties - (5 996) (5 996)
Cost as at 31 December 2016 2392 23775 26 167
Accumulated depreciation as at 1 January 2016 534 4339 4873
Depreciation charge for the period 456 1768 2224
Acc_umulated depreciation related to fixed assets disposed and (63) (1392) (1 455)
liquidated
Accumulated depre_ciation related to fixed assets moved to R (647) (647)
investment properties
Accumulated depreciation as at 31 December 2016 927 4068 4995
Net carrying amount as at 1 January 2016 1852 26 040 27 892
Net carrying amount as at 31 December 2016 1465 19707 21172

Buildings,

Year ended 31 December 2015 Vehicles equipment and Total

other assets
Cost as at 1 January 2015 1497 24 786 26 283
Additions 1753 3818 5571
Disposals and liquidations (864) (545) (1 409)
Transfers from inventory - 2320 2320
Cost as at 31 December 2015 2 386 30 379 32765
Accumulated depreciation as at 1 January 2015 790 3388 4178
Depreciation charge for the year 394 1216 1610
Accumulated depreciation related to fixed assets disposed and (650) (265) (915)
liquidated
Accumulated depreciation as at 31 December 2015 534 4339 4873
Net carrying amount as at 1 January 2015 707 21398 22105
Net carrying amount as at 31 December 2015 1852 26 040 27 892

As at 31 December 2016, the carrying amount of property, plant and equipment held by the Group companies under
finance lease agreements was PLN 12 914 thousand (PLN 13 777 thousand as at 31 December 2015). Leased assets
are the legal ownership of the lessor until the moment the purchase option is exercised by the Group.

14.
14.1.

a.

LEASES

Finance lease commitments —the Group as a lessee

The Group leases cars under financial lease agreements. The basic information related to these lease
agreements is as follows:

the total initial value of the leased assets in accordance with the lease agreements is PLN 2 233 thousand,
all lease agreements are concluded for the period of 3 years,

all agreements contain bargain purchase option at the end of the lease agreement.

In 2015 the subsidiary of the Company sold to Millenium Leasing Sp. z 0.0. the perpetual usufruct right to the
land in Warsaw (Wilanow district) and the ownership right to the office and the garage buildings situated on it
(constituting the Robyg Business Center office building) and disposed them in favour of another subsidiary of
the Company to use and collect benefits in accordance with the terms and conditions of the leasing contract.
Part of the building is used as the Group’s administration office while the remaining space is leased to tenants.
Since the transaction represents in substance obtaining financing, it was accounted for as an interest bearing
liability in these consolidated financial statements. The total value of the acquired financing is equal to the fair
value and the carrying value of the leased asset, therefore no profit was recognized by the Group. The basic
information regarding the lease agreement are as follows:
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e The total initial value of the leased premises was EUR 19 170 thousand.

e Lease period: 5 years.

e Securities provided to the Lessor by the Group in connection with the lease agreement:
o establishment of the ordinary and the registered pledge up to the maximum secured amount of EUR
19 765 thousand each over shares held by the ROBYG S.A. in ROBYG Business Park Sp. z o.0.
o a conditional agreement obliging ROBYG S.A. to acquire rights and obligations of Robyg Business
Park Sp. z o.0. resulting from lease agreement concluded with Millennium Leasing Sp. z o.0.
(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).

. Interest rate: EURIBOR 3M + margin,
e Initial payment: EUR 4 793 thousand,
e Residual value: EUR 10 284 thousand.

As at 31 December 2016 and as at 31 December 2015, the future minimum rentals payable under finance leases and

the present value of the net minimum lease payments are as follows:

31 December 2016

31 December 2015

Minimum Present value of Minimum Present value of
payments payments payments payments
Within 1 year 3818 2320 3683 2202
In 1to 5 years 61 744 58 815 63 037 58 845
More than 5 years - - - -
Minimum lease payments, total 65 562 61 135 66 720 61 047
Less amounts representing finance (4 427) ) (5 673) ;
charges
Present value of _minimum lease 61 135 61135 61047 61 047
payments, of which:
- short-term 2320 2320 2202 2202
- long-term 58 815 58 815 58 845 58 845

In the years ended 31 December 2016 and 31 December 2015, no contingent payments were done by the Group under

finance lease agreements.

14.2. Operating lease commitments — the Group as a lessor

The Group entered into operating leases agreements for its investment properties and other properties. These leases

have terms of between 1 to 10 years.

As at 31 December 2016 and as at 31 December 2015, the future minimum rental receivables under non-cancellable

operating leases are:

31 December 2016 31 December 2015
Within 1 year 4975 3933
1to 5 years 10 628 14 656
More than 5 years 9720 9138
Total 25323 27727

15. INVESTMENT PROPERTIES

Opening balance as at 1 January:

Revaluation of investment properties to fair value (1)
Transfers from property, plant and equipment (2)
Acquisition of investment properties (3)

Transfers from inventory (2)

Transfers to land designated for development
Disposals

Additional costs incurred in the period

Foreign exchange gains/looses

Closing balance as at 31 December:

31 December 2016

31 December 2015

67 020 121 550
(4 829) (3 063)
5349 -
64 273 -
2335 1334

- (51 850)

. (1 550)

454 683
2132 (84)
136 734 67 020
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(1) As at 31 December 2016 and as at 31 December 2015 DTZ Polska Sp. z 0.0., an independent appraiser, prepared a valuation of
office building ROBYG Business Center. The results of this revaluation have been reflected in "Other costs" in the consolidated
statement of comprehensive income.

(2) Inthe year ended 31 December 2016, one of the Group companies concluded a commercial space rental agreement for the lease
of commercial units used previously as the Group's administrative office. As the Group stopped using these properties as their
owner and the change in their usage (they were given to a third party in the form of a operational lease), the Group transferred the
value of these units (constituting approximately their fair values) from property, plant and equipment to investment properties. In
addition, in the year ended 31 December 2016, companies from the Group concluded rental agreements in regard to several
commercial units in relation to which, as a result of the change in their designation, the Group transferred the value of these units
from inventories to investment properties.

(3) Inthe year ended 31 December 2016, the Group obtained control in a company which previously was considered to be an affiliate
and which is the owner of land properties located in Warsaw, Bemowo District (the value of these properties totalled PLN 21 439
thousand) In addition, as described in more detail in Note 17 to these consolidated financial statements, in the same period of time
the Group acquired (directly and indirectly) land located in Gdansk and in Warsaw. As the Group does not have defined plans with
regards to the use a part of each of the properties, as at the acquisition date they have been classified as investment properties.

The fair value of investment property is assessed based on the valuations prepared by an independent valuer with the
use of comparative transactions method (based on the analysis of the current prices charged in similar transactions on
the market), income method and/or based on internal valuations. The total value of investment properties as at
31 December 2016 and as at 31 December 2015 was classified as Level 2 of the fair value hierarchy in accordance with
IFRS 13 Fair Value Measurement.

Significant unobservable

Investment property Method of valuation input data

Weighted average

Estimated value of the rent per R
Income method, investment sgm 8-18.11 EUR/sqm

ROBYG Business Center method, discounted cash Discount rate 8.30%
flows method

Capitalisation ratio 8.30%

Based on the market purchase
prices

Based on the market purchase
prices in comparable -
transactions

Rented commercial units Internal valuation

Comparable transactions

Land properties method

Income from the renting of investment properties for the year ended 31 December 2016 amounted to PLN 6 878
thousand (PLN 5 219 thousand for the year ended 31 December 2015).

16. INTANGIBLE ASSETS

16.1. Goodwill
The carrying amount of goodwill as at 31 December 2016 totalled PLN 21 488 thousand (PLN 21 488 thousand as at 31
December 2015).

The impairment of goodwill test has been carried out as at 31 December 2016. No impairment of value was recorded for
the years ended 31 December 2016 and 31 December 2015.

The goodwill has been recorded as a result of the acquisition of ROBYG Zarzgdzanie Sp. z 0.0. (currently ROBYG
Ksiegowos¢ Sp. z 0.0.) which took place in 2008. It has been allocated to this company as to a cash generating unit
which provides the following services for the benefit of other Group entities:

- organisation of the sale process for flats built by particular Group companies;
- management of residential development projects and customer service;
- accounting and administration services.

As a result of the reorganisation of business processes within the Group, a part of services provided previously by
ROBYG Zarzadzanie Sp. z 0.0. is now being provided by other Group companies. Due to the above, the impairment
test has been carried out with regard to the recoverable amounts of these entities.

The recoverable amounts as at 31 December 2016 were determined based on the value in use calculations with the
use of five-year cash flow projections. The discount rate applied to cash flows is 8.0% (2015: 8.0%) and cash flows
beyond the 5-year period are extrapolated with the use of a 2.0% (2015: 2.0%) growth rate which is estimated as a
long-term average growth rate for residential development sector.
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KEY ASSUMPTIONS USED IN VALUE IN USE CALCULATIONS:
The calculation of value in use is most sensitive to the following assumptions:

e  gross margin,

e discount rates,

e growth rate used to extrapolate cash flows beyond the projection period.
Gross margin — gross margin is related to the estimated amounts of:

e project management fees (the management fees are based on the budgeted amounts of total costs of
particular residential projects developed by the SPVs),

e fees for accounting and administration services,
e commission on the organisation of sale process of flats
payable by SPVs less the estimated operation costs of the three above companies.

Discount rates — calculation of the discount rate is based on published industry indices as well as on the risk free rate
(the yield on five-year government bonds), but also includes the management’s estimation of the risks specific to the
above services.

Growth rate estimates — the rates are based on published industry research and management estimations.

With regards to the assessment of recoverable amount of cash generating unit to which goodwill was allocated the
Management of the Company believes that no reasonably possible change in any of the above key assumptions would
cause the carrying value of the goodwill to materially exceed its recoverable amount as at 31 December 2016.

16.2. Other intangible assets

Year ended 31 December 31 December 2016 31 December 2015
Gross carrying amount as at 1 January 1710 1570
Additions 871 140
Disposals (607) -
Gross carrying amount as at 31 December 1974 1710
Amortisation as at 1 January 1127 977
Amortisation charge for the period 102 150
Amortisation related to disposed intangibles (607) -
Amortisation as at 31 December 622 1127
Net carrying amount as at 1 January 583 593
Net carrying amount as at 31 December 1352 583

17. ACQUISITIONS AND DISPOSALS OF LAND, INTERESTS IN SUBSIDIARIES AND
ACQUISITION OF NON-CONTROLLING INTERESTS

17.1. Land acquisition

LAND ACQUISITIONS (DIRECTLY)

In the year ended 31 December 2016, the Group concluded the following land acquisition transactions:

Purchase Recognition in consolidated financial statements as
. price at purchase date:
Acquired land Landtovvlnersplp/t (in PLN (in PLN thousands)
perpetuat usulruc thousands . Land designated Investment
net) Inventories  or development properties (*)

Gdansk (Wrzeszcz District) Perpetual usufruct 22 500 18 152 4348 -
Gdansk (Wrzeszcz District) Perpetual usufruct 13680 11 037 2643 -
Gdansk (Wrzeszcz District) Perpetual usufruct 2090 2090 - -
Gdansk (Wrzeszcz District) Perpetual usufruct 1000 1000 - -
Gdansk (Zaspa District) Ownership 5500 5500 - -
Gdansk (Letnica District) Ownership 53 110 (**) 21121 7322 24 667
V\(argaw (Praga Potudnie Perpetual usufruct 16 000 16 000 - -
District)
Warsaw (Ursus District) Perpetual usufruct 41 500 30 500 11 000 -
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Purchase Recognition in consolidated financial statements as
Land hin/ price at purchase date:
Acquired land e?netg\;\llnuesrjfrll?ct (in PLN (in PLN thousands)
perp thousands ) Land designated Investment
net) Inventories  or development properties (*)

Warsaw (Bemowo District) Ownership 29 406 22 878 - 6 528
Warsaw (Biatotgka District) Ownership 18197 15540 2657 -
Warsaw (Wilanéw District) Ownership 3474 - 3474 -
206 457 143 818 31444 31195

(*) Land classified as investment properties due to the lack of determined investment plans.
(**)EUR 12 200 thousand

In the year ended 31 December 2015, the Group concluded the following land acquisition transactions:

Purchase Recognition in consolidated financial statements as
Land hio/ price at purchase date:
Acquired land e?netﬁgnuesrjfrltﬁ)ct (in PLN (in PLN thousands)
perp thousands . Land designated for
net) Inventories development

Gdansk (Zaspa District) Ownership 7000 7000 -

Gdansk (Piecki-Migowo District) ~ Ownership 12 900 12 900 -

Gdansk (Wrzeszcz District) Perpetual usufruct 7 320 7320 -

Warsaw (Bemowo District) Ownership 25 448 25 448 -

Warsaw (Praga Potudnie Perpetual usufruct 9850 - 9 850
District)

Warsaw (Wilanéw District) Ownership 52 200 52 200 -

114 718 104 868 9 850

LAND ACQUISITION (INDIRECTLY)

In the year ended 31 December 2016, the Group concluded several indirect land acquisition transactions through the
purchase of shares in companies that are the owners. Due to the nature of the concluded transactions, the acquisitions
described below are considered to be asset acquisitions, not business acquisitions.

The table below summarises the allocation of the purchase prices paid by the Group with regard to individual
transactions as at the acquisition date:

Name of the company in which
shares were acquired

Property held / project being
developed by the acquired
company

Share of the Group in share capital
of the acquired companies before
the acquisition

Share of the Group in share capital
of the acquired companies after
the acquisition

Value of identifiable assets and
liabilities as at the acquisition date

Assets:

Cash and cash equivalents

Land designated for development
Inventories

Other assets

Transaction

Total
a b c d ot
Przedsigbior-
Kuropatwy Park I2nwestyc1a StW?‘ Zaplecza ROBYG Ogroéd
Sp. 2 0.0 016 Sp. z Technicznego Jelonki Sp. 0.0
’ o 0.0. »Transbud” S.A. ’ o
Capital Group
Rgntor  Peveghmen
Land located in L.anlﬁ 'ﬁcffed perfpeu:alf Bemowo District
Ursynéw District in Mokotow usutruct ot in Warsaw
in Warsaw District in land Io_cat(_ed in carried by a
Warsaw Wola District in subsidiary of the
Warsaw
company
0% 0% 0% 50%
100% 50% 100% (1) 100%
46 5 758 272 1081
6 648 13 315 21 156 - 41 119
- - 27 016 23 526 50 542
19 - 357 5260 5636
6713 13 320 49 287 29 058 98 378
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Liabilities:
Trade and other payables 6 - 398 250 654
Liabilities related to compulsory 150 ) 150
buy-back of shares

6 - 548 250 804
Net assets 6 707 13 320 48 739 28 808 97 574

Total acquisition price, including:
- cash paid 6 707 13 320 48 739 8 000 76 766
- de-recognition of investments in

o 20 808 20 808
joint ventures

Total acquisition price 6 707 13 320 48 739 28 808 97 574
Inflow of cash from the acquisition

Net cash acquired together with the 26 5 758 272 1081
company

Cash paid (6 707) (13 320) (48 739) (8 000) (76 766)
Net outflow of cash (6 661) (13 315) (47 981) (7 728) (75 685)

(2) On 5 May 2016, the Company's subsidiary acquired 99.74% of shares in the share capital of Przedsiebiorstwo
Zaplecza Technicznego ,Transbud” S.A. In addition, the Group has carried out a compulsory squeeze out of further
0.26% shares in the Company. As a result, as at the date of the acquisition and as at 31 December 2016, the Group
held 100% of shares in the share capital of Przedsigbiorstwo Zaplecza Technicznego , Transbud” S.A.

TRANSACTIONS IN 2015:
In the year ended 31 December 2015, the Group did not conclude any indirect land acquisition transactions through the
purchase of shares in companies that are their owners.

17.2. Business combinations

TRANSACTIONS IN 2016:

On 7 December 2016, a subsidiary of the Company purchased 100% of shares in Przedsigbiorstwo Motoryzacyjne
AUTO-GDANSK Sp. z 0.0. with its registered office in Gdansk for PLN 9 843 thousand. This acquisition was accounted
for using the acquisition method.

The fair value of the identifiable assets and liabilities of Przedsigbiorstwo Motoryzacyjne AUTO-GDANSK Sp. z 0.0. as
at the acquisition date were as follows:

Fair value as at the
acquisition date

Assets
Investment properties 11 639
Cash and cash equivalents 207
Trade and other receivables 371
Inventories 3163
15 380
Liabilities
Trade and other payables 601
Bank loans 3200
Deferred income tax liabilities 1638
5439
Identifiable net assets at fair value (as the difference between assets and liabilities) 9941
Goodwill as at the acquisition date -
Fair value of consideration paid on acquisition:
Cash paid 9941
Total consideration 9941
Cash outflow on acquisition:
Net cash acquired with the subsidiary (recognised as cash flows from investment activities) 207
Cash paid 9941
Net cash outflow 9734

The initial accounting for this business combination was carried provisionally (details in Note 7.6).
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The fair value of the land totals PLN 11 639 thousand and was determined on the basis of internal valuations. The fair
value of trade and other receivables totals PLN 371 thousand. (their gross value totals PLN 371 thousand. None of the
items under trade and other receivables was subject to impairment, it is expected that it will be possible to recover the
full value arising out of the concluded agreements.

In the period since the acquisition date, Przedsiebiorstwo Motoryzacyjne AUTO-GDANSK Sp. z o0.0. contributed
immaterial amounts to the net profit generated by the Group. If the acquisition would have taken place at the beginning
of the year, the consolidated net profit of the Group would not change materially.

TRANSACTIONS IN 2015:

In the year ended 31 December 2015, no business combinations took place in the Group.

17.3. Acquisitions and disposals of interests in subsidiaries

1) In 1Q 2016 the final contracts for the sale of 49% of shares in ROBYG Stacja Nowy Ursus Sp. z 0.0. (formerly:
ROBYG | Sp. z 0.0.), ROBYG Apartamenty Villa Nobile Sp. z 0.0. (formerly: Robyg Praga Investment Il Sp. z 0.0.) and
ROBYG Young City 2 Sp. z 0.0. (formerly: GW Development Sp. z 0.0.) to NCRE Il Investments Ltd were concluded
between the Company and NCRE Il Investments Ltd.

2) In 2Q 2015 the final contract for the sale of 49% of shares in ROBYG Mokotéw Investment Sp. z 0.0. to NCRE I
Investments Ltd were concluded between the Company and NCRE Il Investments Ltd.

Based on the contractual provisions concerning execution of the joint venture projects by the Company and NCRE I
Investments Ltd., as at 31 December 2016, the Group recognised control over ROBYG Stacja Nowy Ursus Sp. z 0.0.
(formerly: ROBYG | Sp. z 0.0.), ROBYG Apartamenty Villa Nobile Sp. z 0.0. (formerly: ROBYG Praga Investment Il Sp.
z 0.0.) and ROBYG Young City 2 Sp. z 0.0. (formerly: GW Development Sp. z 0.0.), whereas with regard to ROBYG
Mokotéw Investment Sp. z o0.0., the Group recognised control as at 31 December 2015.

18. INVENTORIES AND LAND DESIGNATED FOR DEVELOPMENT CLASSIFIED AS
NON-CURRENT ASSETS

18.1. Inventory and land designated for development classified as non-current assets
31 December 2016 31 December 2015

Non-current assets

Land purchased for construction purposes on which construction is not planned 120 859 121 737
within the period of two years

120 859 121 737
Current assets
Land purchased for construction purposes on which construction will be started 391 538 250 364
within the next two years
Work in progress 360 023 171 230
Finished goods 80 818 139 552
Advanced payments for acquisition of land 1626 31712
Advanced payments for acquisition of construction services 646 1839
Other 3163 -
Total inventories, at the lower of cost and net realisable value 837 814 594 697
Total 958 673 716 434
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Borrowing costs capitalised were as follows:

31 December 2016 31 December 2015

Capitalised borrowing costs (cumulatively) 40 465 39 423

Year ended Year ended
31 December 2016 31 December 2015

Borrowing costs capitalised in the period 22784 13016

18.2. Impairment write-offs of land designated for development classified as non-current
assets and write off of inventories to net realizable value

In the year ended 31 December 2016 and 31 December 2015 the Group neither made, nor reversed any impairment
write offs or write offs to net realizable value of inventory or land designated for development classified as non-current
assets.

19. TRADE AND OTHER RECEIVABLES

19.1. Other long-term receivables

31 December 2016 31 December 2015

Loans granted to related parties (1) - 20 062
Guarantee deposits kept by related parties 530 5329
Guarantee deposits kept by third parties 610 610
Total Other long-term receivables 1140 26 001

(1) As at 31 December 2015, the position represents a long-term loan granted to the Group’s associate; nominal interest rate of the loan is based on
WIBOR 6M increased by a margin; the loan is secured with a mortgage on a plot of land owned by the above entity. In the year ended 31 December
2016, the Group recognised control over the above entity.

19.2. Current trade and other receivables

31 December 2016 31 December 2015

Trade receivables from third parties, net of allowance 5962 5673
Trade receivables from related parties, net of allowance (please see Note 27) 3309 49 536
State receivables 32794 33 956
Guarantee deposits kept by related parties 2863 10121
Advances for dividend declared by joint ventures - 4845
Loans granted (1) 40 208 14 326
Insurance reimbursement - 1100
Other receivables 8 032 939
Total receivables, net 93 168 120 496
Doubtful debts allowance 1853 1458
Total receivables, gross 95 021 121 954

(1) The item represents short-term loans granted by the Group to joint-venture partners (as at 31 December 2015, to joint-venture partners and
non-controlling interest holders); nominal interest rates of the loans are based on WIBOR 6M increased by a margin. In the future, the receivables
under the above loans will be offset against the Group's liabilities related to dividend or advances on dividends declared by the Group companies and
joint-ventures for the benefit of the joint-venture partners. In the year ended 31 December 2016, the Group offset receivables under the loan granted
to the non-controlling shareholders in the amount of PLN 7 764 thousand and joint-venture partners in the amount of PLN 21 493 thousand (PLN
2 986 thousand in the year ended 31 December 2015) with a liability related to the payment of advances on dividends payable to these entities. In the
year ended 31 December 2015 loans granted to joint-venture partners in the amount of PLN 6 716 thousand were presented in financing activities of
consolidated statement of cash flow. In the year ended 31 December 2016 these loans were presented in operating activities of consolidated
statement of cash flow.

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

Based on securities provided and based on on-going monitoring activities, the Management of the Company believes
that there is no additional significant credit risk that would exceed the doubtful debts allowance recognised for the
Group’s trade receivables.

As at 31 December 2016 the balance of state receivables represented mostly the VAT receivable related to the
purchases of land by the Group in the year ended 31 December 2016.
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As at 31 December 2016 trade and other receivables at nominal value of PLN 1 853 thousand (as at 31 December
2015: PLN 1 458 thousand) were impaired and fully provided for.

Movements in the provision for impairment of receivables were as follows:

2016 2015
As at 1 January 1458 718
Charge for the period 395 740
Utilised - -
Unused amounts reversed - -
As at 31 December 1853 1458

The table below presents the aging analysis of trade and other receivables which as at 31 December 2016 and as at 31
December 2015 were past due:

Past due
Total Not
past due < 30 days 30-60days 60-90days 90 - 180 days >180 days
31 December 2016 93 168 88 220 981 470 257 678 2 562

20. CASH AND CASH EQUIVALENTS

For the purposes of the consolidated cash flow statement, cash and cash equivalents comprise the following:
31 December 2016 31 December 2015

Cash at the bank and in hand 127 318 88 844
Short-term deposits 171 383 240 008
Restricted cash 27 578 17 625
Total cash and cash equivalents presented in the consolidated cash flow 326 279 346 477
statements

Restricted cash - deposits kept by the bank as collateral for bank loans and bonds 1375 1299
Total cash and cash equivalents presented in the consolidated statement of 327 654 347 776

financial position

21. SHARE CAPITAL AND RESERVES
21.1. Share capital

The shareholders having, directly or indirectly, at least 5% of votes as at 31 December 2016 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 yearly reports published by respective
Funds about assets structure as at 30 December 2016.Total number of shares kept by OFE were calculated
by dividing the value of investment at the Company’s shares presented in the above mentioned reports by the
closing prices of the Company's shares as at 30 December 2016.

b) for remaining shareholders was 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.
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Total number of shares kept by

Shareholder the given Shareholder (*)

% share in the share capital (**)

TFI PZU S.A. 29 418 983 11.18%
AVIVA OFE 25013 983 9.51%
PZU OFE 23900 000 9.08%
PKO BP Bankowy OFE 22984 312 8.74%

Oscar Kazanelson together with shares held through

REIDAR Consulting & Management LTD 22197810 8.44%
AEGON OFE 21 697 165 8.25%
Nationale-Nederlanden OFE 21 298 345 8.10%
GENERALI OFE 18 905 918 7.19%
Other shareholders 77 675 484 29.51%
Total 263 092 000 100.00%

(*) The number of shares kept by the 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 27.4 of this consolidated financial
statements) of which as at 31 December 2016 none held 5% or more shares in share capital of the Group and in the number of votes at the General
Meeting.

In the year ended 31 December 2015, the share capital of the Company has been increased from PLN 26 209 200.00

to PLN 26 309 200.00 through the issuance of 1 000 000 Series G ordinary bearer shares of the Company with the
nominal value of PLN 0.10 each. These shares were issued as a conditional increase of the Company’s share capital,
as a result of exercising subscription warrants under the Group’s incentive scheme.

NOMINAL VALUE OF SHARES

As at 31 December 2016 and as at 31 December 2015 all issued shares of ROBYG S.A. have a nominal value of PLN
0.10 and have been fully paid.

SHAREHOLDERS RIGHTS

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

21.2. Share premium

The share premium which as at 31 December 2016 amounted to PLN 309 965 thousand (as at 31 December 2015
PLN 309 965 thousand) results from the surplus of issue price over the nominal value of shares less the transaction
costs connected with the share capital increases, less the effect of adjustments relating to the contributions in kind and
acquisition of subsidiaries.

21.3. Retained earnings and limits to its distribution

Dividends are paid in accordance with the Commercial Companies Code based on the standalone statutory financial
statements of ROBYG S.A. prepared in accordance with the IFRS.

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

In the year ended 31 December 2015 the obligatory reserve capital has reached the required level of one-third of the
Company’s share capital, i.e. PLN 8 770 thousand.

As at 31 December 2016 there were no other restrictions to payment of dividends.

21.4. Non-controlling interest

2016 2015
As at 1 January 27 141 30 221
Dividends and advances for dividends declared to non- controlling shareholders (6 614) (4 900)
Acquisition of non-controlling interests (1) (18 734) -
Share in subsidiaries’ net profit or loss (4 642) 1820
As at 31 December (2 849) 27 141
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Details related to the subsidiaries with non-controlling interest:

?/;tlfledstb%t?ﬁa?gr::';oi?;rzlfngg Net profit (loss) attributable to Cumulative value of
entity P non-controlling interest non-controlling interest
Company 31 31
31 December 31 December 2016 2015 December December
2016 2015 2016 2015
ROBYG City Apartments _ 25% (16) (56) _ 25 302
Group (1)
ROBYG Mokotow 49% 49 % (1 115) 1876 662 1839
Investment Group
ROBYG Apartamenty Villa
Nobile Sp. z 0.0. (formerly: 49% . (2 243) R (2 243) -
ROBYG Praga Investment Il
Sp.zo0.0)
ROBYG Stacja Nowy Ursus
Sp. z 0.0. (formerly: ROBYG 49% - (851) - (851) -
| Sp. z0.0.)
ROBYG Young City 2
Sp. z 0.0. (formerly: GW 49% - (417) - (417) -
Development Sp. z 0.0.)
Total - - (4 642) 1820 (2849) 27141

(1) Inyear ended 31 December 2016, the Company acquired the remaining 25% of shares in ROBYG City Apartments Sp. z 0.0. from
a non-controlling shareholder for PLN 7 750 thousand.

21.5. Buy-back of own shares

On 1 March 2016, the Extraordinary General Meeting of the Company authorised the Management Board of the
Company to acquire the Company's ordinary shares by the Company and its subsidiaries, with the purpose of their
subsequent resale. The resolution of the Extraordinary General Meeting of the Company sets out specific conditions
related to the buy-back of own shares. The acquisition of own shares is considered by the Management Board of the
Company as one of the elements of preparation necessary to take further actions to strengthen the Company's
shareholding structure and stabilise the Company's share price. The main conditions include:

e the Company and its subsidiaries may purchase no more than 52 618 400 shares, whereas the Company may
purchase no more than 26 309 200 shares

e the purchase price may not be lower than PLN 0.10 per share and may not be higher than PLN 2.20 per share,
e the authorisation covers a period of three years from the date of adoption of the resolution,

e the total purchase price for the shares, increased by their acquisition costs, during the period of the granted
authorisation, may not exceed the amount of the reserve capital created for this purpose by the Company or its
subsidiaries.

22. SHARE-BASED PAYMENTS

In December 2014, based on the resolution of the Supervisory Board of the Company, 1 000 000 of Series E series
warrants were granted to entitled persons. Each warrant allows the entitled persons to take up one Series G share, for
the price of 0.10 PLN, equal to the nominal value of share. As a result, 1 000 000 Series G shares were issued in
January 2015, as described in Note 21.1 to these consolidated financial statements.

The Company considers the above described structure to be an equity settled share based payment.

The Group did not make any new share based payment transactions in the year ended 31 December 2015 and in the
year ended 31 December 2016.

23. INTEREST-BEARING LOANS AND BORROWINGS

Details related to interest-bearing loans and borrowings as at 31 December 2016 and as at 31 December 2015
presented in these consolidated financial statements are as follows:
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Current interest bearing

Non-current
interest bearing

Weighted | :
average oans and b_orrowmgs, loans and
31 December 2016 ; bonds, debt instruments borrowings, Total
effective . B
. and other financial bonds and other
interest rate S ) ;
liabilities financial
liabilities
Bank loans (1) 4.32% 99 238 132826 232064
Loans from related parties and joint venture @) 6.15% 106 166 23745 129911
partners
Bonds (3) 5.17% 4750 391932 396682
Obligations under finance leases 4 2.44% 2320 58 815 61135
212 474 607 318 819792

M)

@
(©)
4

Nominal interest rates are based on WIBOR 1M or WIBOR 3M increased by a margin, which varies from 2.0% to 2.8%. Amount,
presented by the Group as short-term, also reflect instalments of long-term loans, which in compliance with the schedule should
be paid in 2017.

Nominal interest rate is based on WIBOR 6M or WIBOR 1Y increased by a margin, which varies from 4.0% to 5.2%.

Nominal interest rates are based on WIBOR 3M or WIBOR 6M increased by a margin, which varies from 2.3% to 4.0%.

Details regarding finance leases are described in note 14.1 of these consolidated financial statements. Obligations under finance
lease related to the ROBYG Business Center office building are denominated in EUR currency.

Non-current

Current interest bearing

interest bearing

Weighted f
average loans and borrowings, loans and
31 December 2015 9 bonds, debt instruments borrowings, Total
effective . ;
. and other financial bonds and other
interest rate S ! ;
liabilities financial
liabilities
Bank loans 1) 4.37% 20374 78 846 99 220
Loans from related parties and joint venture @) 6.06% 24 359 45 461 69 820
partners
Bonds (3) 5.85% 86 488 286 675 373163
Obligations under finance leases )] 2.44% 2203 58 845 61048
133 424 469 827 603 251
(1) Nominal interest rates are based on WIBOR 1M or WIBOR 3M increased by a margin, which varies from 2.5% to 3.0%. Amount,

@
©)
4)

presented by the Group as short-term, also reflect instalments of long-term loans, which in compliance with the schedule should
be paid in 2016.

Nominal interest rate is based on WIBOR 6M or WIBOR 1Y increased by a margin, which varies from 4.0% to 5.2%.

Nominal interest rates are based on WIBOR 3M or WIBOR 6M increased by a margin, which varies from 2.3% to 4.5%.

Details regarding finance leases are described in note 14.1 of these consolidated financial statements. Obligations under finance
lease related to the ROBYG Business Center office building are denominated in EUR currency.

As at 31 December 2016, there were the following securities established on the Group’s assets in relation to the taken
bank borrowings:

e mortgages on plots of lands owned by particular entities of the Group on which they are developing their
investment projects,

e corporate guarantees granted by the Company,

e registered and financial pledges on shares of particular entities of the Group granted for the benefit of the
bank,

e registered and financial pledges on the rights to the bank accounts held by particular entities of the Group,
e security deposits in the amount of the interest accrued on the bank loan over a specified period,

e subordination of shareholders loans,

e statements of submissions to enforcement proceedings up to a specified amount,

e joining the debt by the Company,

e blank promissory notes issued by the borrower together with a submission to execution,

e assignment of rights under contracts and agreements from the Group companies.

44



R_O BVG ROBYG S.A. GROUP

the At of DBailifing Consolidated financial statements for the year ended 31 December 2016
Significant accounting policies and other explanatory notes (in PLN thousands)

As at 31 December 2016 inventory with a total book value of PLN 521 451 thousand (PLN 217 595 thousand as at 31
December 2015) and land designated for development classified as non-current assets with a total book value of PLN O
thousand (PLN 97 307 thousand as at 31 December 2015) were used as a security (mortgages) for the Group’s bank
loans and bonds. The mortgages were established on the following statement of financial position items recognised in
inventories:

e land purchased for construction purposes,
e work in progress, Finished goods
as well as on the balance of land designated for development classified as non-current assets.

Apart from the loan securities described above, the Group has issued bonds which are secured with the following
securities:

e Series O bonds: the bonds are secured with the mortgage on plots of land owned by ROBYG Young City 3 Sp.
z 0.0. (formerly: MK Development Sp. z 0.0.) and one of the plots of land owned by ROBYG Mokotéw
Investment Sp. z 0.0. The total value of the mortgage is PLN 45 000 thousand.

At 31 December 2016, the Group had available PLN 114 650 thousand (31 December 2015: PLN 114 397 thousand) of
un-drawn committed borrowing facilities that are available to the Group when the specified conditions resulting from the
bank loan agreements are met.

23.1. New agreements and changes to bank loan and loans agreements that have
occurred during the year ended 31 December 2016

Details related to bank loan agreements concluded during the year ended 31 December 2016:

45



ROBYG

J / )
e Art of Buailiting

ROBYG S.A. GROUP

Consolidated financial statements for the year ended 31 December 2016
Significant accounting policies and other explanatory notes (in PLN thousands)

Bank Company Iol\ggxallmzumnt Loan period In:t;gst Securities granted
. N . e Registered pledge up to the maximum security amount of PLN 100 000 thousand on
élfr Bank EF(J)BZYOGOMarketmg i Sprzedaz 50 000 till 31 January 2021 V\ﬂ?noesg?nM the rights from the registration of the trademarks held by ROBYG Marketing i Sprzedaz
o T Sp. z o.0.
Bank EJORB(;(BGY%AS“{;?:N?“SE:;?J(; WIBOR3M °* A mortgage of up to the maximum security amount of PLN 31 110 thousand
Millennium Sp. 7 0.0 (form(JerI . I%AgBYG | 18 300 till 13 March 2020 + marain established on the land owned by ROBYG Stacja Nowy Ursus Sp. z o0.0. (formerly:
SA. SE. 7 00) Y g ROBYG | Sp. z 0.0.)
e A security of and an increase of the maximum amount of security of the mortgage
Bank Polska established on the land owned by ROBYG Apartamenty Villa Nobile Sp. z o.0.
- ROBYG Apartamenty Villa . WIBOR 1M (formerly: ROBYG Praga Investment Il Sp. z 0.0.) from PLN 46 980 thousand to PLN
ga:a Opieki Nobile Sp. z 0.0. 15000 till 31 March 2019 + margin 69 480 thousand,
o e registered pledge on 100% of shares in ROBYG Apartamenty Villa Nobile Sp. z 0.0.
(formerly: ROBYG Praga Investment |l Sp. z 0.0.).
e A joint mortgage of up to the maximum security amount of PLN 33 375 thousand
22 250 till 30 June 2021 WIBOR 3M established on the land where the "Zajezdnia Wrzeszcz” project will be implemented,
ROBYG Zaiezdnia Wrzeszcz + margin e ajoint mortgage of up to the maximum security amount of PLN 22 500 thousand
Alior Bank Sp. 20,0 (fJormerIy' Overkam 7 established on the land where the "Zajezdnia Wrzeszcz” project will be implemented,
SA QUBE Sbé&ka 7 ogr.aniczona o registered pledges on the rights of the general partner of the Company in ROBYG
o odpowiedzialnoscia S.K.A.) Zajezdnia Wrzeszcz Sp. z o.o. (formerly: Overkam 7 QUBE Spétka z ograniczong
P g s.RA 15 000 4l 30 June 2021 WIBOR 3M odpowiedzialnoscig S.K.A.),
+ margin e guarantees of the Company up to the amount of PLN 22 250 thousand and up to the
amount of PLN 15 000 thousand.
. WIBOR 1M e A mortgage of up to the maximum security amount of PLN 65 100 thousand
ROBYG Green Mokotéw So. 2 28 359 till 30 June 2020 + margin established on the land owned by ROBYG Green Mokotéw Sp. z 0.0.,
mBank S.A. 0.0 P ¢ registered pledge on 100% of shares in ROBYG Green Mokotéw Sp. z 0.0.,
e 15 000 {ill 31 December 2019 WIBOR 1M e guarantees of the Company up to the amount of PLN 19 851 thousand to secure the
+ margin investment loan.
e Mortgage to the highest security amount of PLN 55 125 thousand established on the
Getin Noble WIBOR 1M land property located in Warsaw, ul. Jana Kazimierza 46/54, to which the right of
Bank S.A ROBYG S.A. 36 750 till 20 September 2019 + margin perpetual usufruct is owned by Przedsiebiorstwo Zaplecza Technicznego ,Transbud”
o SA,
» financial pledge on the Company's bank account maintained with the bank.
. WIBOR 3M ¢ A mortgage of up to the maximum security amount of PLN 65 110 thousand
Bank ROBYG Stacja Nowy Ursus Sp. 18 300 till 30 June 2019 + margin established on the land owned by ROBYG Stacja Nowy Ursus Sp. z 0.0. (formerly:
Millennium z 0.0. (formerly: ROBYG | Sp. z ROBYG | Sp. z 0.0.),
S.A. 0.0.) 20 000 till 31 March 2018 WIBOR3M registered pledge on 100% of shares in ROBYG Stacja Nowy Ursus Sp. z 0.0.
+margin (formerly: ROBYG | Sp. z 0.0.).
Bank Polska till 30 September 2018 WIBOR1M ° A mortgage of up to the maximum security amount of PLN 64 800 thousand
Kasa Opieki  GK Robyg Sp. z 0.0. 32 400 (option to extend till + margin established on the land owned by GK Robyg Sp. z 0.0.,
S.A. 30 September 2020) 9 registered pledge on 100% of shares in GK Robyg Sp. z 0.0.
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Details related to amendments to bank loan agreements during the year ended 31 December 2016:

Bank Company Changes

ROBYG Construction  The loan limit has been increased from PLN 10 000 thousand to PLN 20 000
mBank S.A.

Sp. zo.0. thousand.
mBank S.A. SSB;YOGOConstrucnon The repayment date for this loan has been prolonged until 14 July 2017.
Bank Polska Kasa ROBYG S.A The deadline for the repayment of the revolving loan of PLN 50 000 thousand has
Opieki S.A. o been extended until 31 July 2017.
Getin Noble Bank ROBYG S.A The deadline for the repayment of the loan has been extended from 30 November
S.A T 2016 to 30 November 2018.

23.2. New bonds issuance and repayments that have occurred during the year ended
31 December 2016

Details related to issued bonds during the year ended 31 December 2016:

Series Nominal value Interest rate Buy-out date Securities
series R 20000 WIBOR 6M + margin 25 May 2020 unsecured
series S 100 000 WIBOR 6M + margin 23 July 2021 unsecured

Bonds issuance terms specify also some covenants that must be met by the Group, including setting the maximum
level of net debt ratio to 1.1 and including in its calculation cash on the open individual escrow accounts kept in
accordance with the developer’s act, up to PLN 50 000 thousand.

Details related to repaid bonds during the year ended 31 December 2016:

Nominal value of

Series bought —out bonds Consideration paid
series | 84 000 The nominal value.
series K2 15 000 The nominal value increased by an earlier

repayment provision of PLN 45 thousand.

24. PROVISIONS

24.1. Movements in provisions

. Provision for
Provisions for legal

proceedings perpetufal usufruct Other provisions Total
ees
As at 1 January 2016 5047 1197 2822 9 066
Recognised during the year 123 112 1910 2145
Utilised (1391) - - (1391)
Unused amounts reversed (65) - - (65)
As at 31 December 2016 3714 1309 4732 9 755
- Current 3714 1309 4732 9755
- Non-current - - - -
As at 1 January 2015 10 006 4 655 2638 17 299
Recognised during the year 1117 78 184 1379
Utilised (5 425) (3536) - (8 961)
Unused amounts reversed (651) - - (651)
As at 31 December 2015 5 047 1197 2822 9 066
- Current 5 047 1197 2822 9 066

- Non-current - - - -

24.2. Provisions for legal proceedings

The balance of provisions for legal proceedings related to the following cases:

e legal proceedings connected with claims from the customers and subcontractors of the Group — the provision
created in this respect amounted to PLN 460 thousand (31 December 2015: PLN 395 thousand),

47



R

OBVG ROBYG S.A. GROUP

be. /Art of Bailufing Consolidated financial statements for the year ended 31 December 2016

Significant accounting policies and other explanatory notes (in PLN thousands)

claims received from Tenants Management Organizations (TMOs) and the expected costs of the removal of
faults discovered in the buildings built by the Group — the total value of the provision in this respect is PLN
3 078 thousand (31 December 2015: PLN 4 478 thousand). The total value of claims raised by the TMOs for
the removal of faults in common areas of the buildings constructed by the Group amounted to PLN 21 888
thousand (31 December 2015: PLN 27 890 thousand). In the opinion of the Management of the Group, the
amounts claimed by the TMOs are significantly overstated, premature and in a vast majority unjustified due to
the fact that the Group has been removing the identified, justified faults on an on-going basis and, in addition,
certain part of these claims is covered by the subcontractors who carry out the actual works. Nevertheless,
after an analysis carried out by the technical department regarding the possible scope and the extent of the
repair works that need to be done in order to remove the faults and due to the fact that at this stage it is
uncertain whether and to what extent they will be covered by the subcontractors, the Management of the
Group decided to create the above provision for the expected costs of the removal of the faults identified in
those buildings constructed by the Group,

other provisions of PLN 176 thousand (as at 31 December 2015: PLN 174 thousand).

24.3. Provision for perpetual usufruct fees

This provision of PLN 1 309 thousand as at 31 December 2016 relates to the unpaid fees for perpetual usufruct in
connection with the land on which one of the Group entities carries out its development project. As at 31 December
2015 this provision amounted to PLN 1 197 thousand.

24.4. Other provisions

In the year ended 31 December 2016, the Group created a provision of PLN 1 750 thousand related to the settlement of
value added tax (VAT) in connection with a pending inspection in one of the Group companies related to the accuracy of
calculation and payment of the VAT for 2012 carried out by the tax authorities. In the opinion of the Management Board,
the tax settlements of the Group are carried out in a correct manner. As at the date of these consolidated financial
statements, no final decision of the tax authorities in this matter has been issued.

25. TRADE AND OTHER PAYABLES (CURRENT AND NON-CURRENT)

31 December 2016 31 December 2015

Current trade and other payables:
Trade payables

To related parties (for details please see Note 27) 17 683

To third parties 67 125 70 663
67 142 71 346

Tax, customs duty, social security and other payables

VAT 1970 7743

Withholding tax - -

Personal income tax 152 159

Other 575 432

2697 8334

Other payables

Remuneration payable to employees 198 686

Guarantee deposits from sub-contractors 24 127 23 358

Liabilities to the key_manag_ement personnel of the Group arising from the 718 3960

contracts for rendering services (for details please see Note 27.4)

Other liabilities to third parties 4758 1318
29 801 29 322

Total current trade and other payables 99 640 109 002

Non-current trade and other payables:

Liabilities to the key management personnel of the Group arising from the 4924 3306

contracts for rendering services (for details please see Note 27.4)

Guarantee deposits from sub-contractors 16 373 14 060

Total non-current other payables 21297 17 366
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Terms and conditions of payment of the above trade and other liabilities are as follows:

e Terms and conditions of transactions with related parties are presented in Note 27 of these consolidated
financial statements.

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

e  Other payables are non interest-bearing liabilities and they include mainly deposits from sub-contractors. They
are usually settled within 1 to 3 years.

26. CONTINGENT LIABILITIES

26.1. Purchase commitments and guarantees granted

As at 31 December 2016 (and as at 31 December 2015), the Group had no commitments as to the capital expenditures
related to property, plant and equipment. As at 31 December 2016 the Group had commitments as to the intangible
assets in the amount of PLN 1 033 thousand.

The Company and its subsidiary ROBYG Construction Sp. z 0.0. granted guarantees as a security for trading liabilities
related to the Group’s development projects. A summary of those guarantees as of 31 December 2016 is presented in
the table below:

Amount of guarantee
Guarantor Subject of guarantee as at 31 December
2016

Guarantees granted by the Company to CEMEX Polska Sp. z 0.0. as a

Robyg S.A. security for trade liabilities of ROBYG Construction Sp. z 0.0. towards 7000
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 o.0. in regard to the 300
Robyg S.A. failure to comply with contractual conditions (pertains to a water supply

interconnection)

Guarantee granted by the Company to Stal-Service Sp. z o.0. for tradin
Robyg Construction Sp. 2 0.0.  jiapijities. 9 y pany P g 3300

. Guarantee for the payment by ROBYG Osiedle Kameralne, the debtor, of a 250

Robyg Construction Sp. 2 0.0.  ¢ontractual remuneration to Keller-Polska Sp. z 0.0.
Total 10 850

The guarantees granted by the Group with regard to bank loans are described in the Note 23 to these consolidated
financial statements.

26.2. Legal claims

As at 31 December 2016, the total value of proceedings in progress before courts, arbitration courts, and public
administrative authorities regarding the potential liabilities of the Group amounted to about PLN 26.9 million (excluding
interest which was not included in the value of the disputes). With regard to the claims that the Group determined to be
justified, liabilities were recognised and provisions and write-offs were established in the total amount of about PLN 5.1
million. In addition to these amounts, the Group has created provisions of PLN 4.7 million related to its business
activities, not resulting from the court claims.

In relation to the court case brought by “Marysienka” Homeowner Association against ROBYG Development 1 Spétka z
ograniczong odpowiedzialnoscig Sp. k., a subsidiary of the Company, the District Court secured the claim up to the
amount of PLN 4 208 thousand by establishing a security over 84 151 shares in ROBYG Development 2 Sp. z 0.0. held
by ROBYG Development 1 Spétka z ograniczong odpowiedzialnoscig Sp. k. (i.e. 13% of ROBYG Development 2 Sp. z
0.0.’s share capital).

26.3. Tax settlement

Tax settlements, together with other legal compliance matters (e.g. customs or foreign exchange law) are subject to a
review and investigations by a number of authorities, which are entitled to impose severe fines, penalties and interest
charges. The lack of well established regulations in Poland results in the lack of clarity and integrity in the regulations.
Frequent contradictory opinions on in legal interpretations 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 from countries with more developed tax systems.

Tax authorities may examine accounting records up to five years after the end of the year in which the final tax
payments were to be made. Consequently, the Group may be subject to additional tax liabilities, which may arise as a
result of additional tax audits.
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The Group believes that as at 31 December 2016 adequate provisions have been recorded for known and quantifiable
risks in this regard (as described in Note 24.4. to these consolidated financial statements).

On 15 July 2016, amendments were made to the Tax Ordinance to introduce the provisions of General Anti-Avoidance
Rule (GAAR). GAAR are targeted to prevent origination and use of factitious legal structures made to avoid payment of
tax in Poland. GAAR define tax evasion as an activity performed mainly with a view to realising tax gains, which is
contrary, under given circumstances, to the subject and objective of the tax law. In accordance with GAAR, an activity
does not bring about tax gains, if its modus operandi was false. Any instances of (i) unreasonable division of an
operation (ii) involvement of agents despite lack of economic rationale for such involvement, (iii) mutually exclusive or
mutually compensating elements, as well as (iv) other activities similar to those referred to earlier may be treated as a
hint of artificial activities subject to GAAR. New regulations will require considerably greater judgment in assessing tax
effects of individual transactions.
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27. RELATED PARTIES
Data for year ended 31 December 2016:

Revenues from
related parties

Purchases from related
parties

Interest income on loans granted to
related parties (recognised as financial
revenues)

Interest expense on loans received from related parties and issued
bills of exchange

Related party

for the year ended
31 December 2016

for the year ended
31 December 2016

for the year ended 31 December 2016

for the year ended 31 December 2016

recognised as financial costs capitalised in the period

Shareholders of ROBYG S.A. .

Joint ventures 58 665 843 2039 - 244
Joint venture partners - 72 1398 1045
Total 58 665 843 2111 1398 1289

Details of balances of transactions concluded by the Group with related parties as at 31 December 2016 are presented below:

Trade and other

Related party payables to related

Trade and other
receivables from

Loans received and
issued bills of

Receivables from
advance payments for
dividends from

Loans granted to
related parties

Guarantee deposits
kept by related parties

parties related parties exchange related parties
Shareholders of ROBYG . . R : R -
S.A.
Joint ventures 17 3309 81 696 - 3393 -
Joint venture partners - - 48 215 40 208 - N
Total 17 3309 129 911 40 208 3393 -
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Data for year ended 31 December 2015:

Interest income on loans granted to
related parties (recognised as financial
revenues)

Revenues from Purchases from related Interest expense on loans received from related parties and issued
related parties parties bills of exchange

Related party for the year ended 31 December 2015

;iréZig“iirefg%ig ;irg;igri%r‘;g%elg recognised as financial costs capitalised in the period for the year ended 31 December 2015
Shareholders of ROBYG S.A. - - - - -
Joint ventures 106 354 798 377 - 603
Joint venture partners - - 280 1586 101
Total 106 354 798 657 1586 704

Details of balances of transactions concluded by the Group with related parties as at 31 December 2015 are presented below:

Trade and other Trade and other Loans received and Receivables from

Related party payables to related receivables from issued bills of L(r);r;tse%ragiﬁceisto ksutat:ar:;?gtgspoaﬁ'lttizs advgmssﬁgjﬁgﬁ for
parties related parties exchange P ptby P related parties
Shareholders of ROBYG -
S.A. . B B . .
Joint ventures 683 49 536 24 359 43 857 15 450 4845
Joint venture partners - - 45 461 6817 - -
Total 683 49 536 69 820 50 674 15 450 4845
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Details related to the loans received from related parties are presented in Note 23 to these consolidated financial

statements.

The total value of agreements for the sale of apartments signed between the Group companies and the Members of the
Management Board of the Group or their companies was PLN 3 886 thousand" (including VAT) as at 31 December

2016 (PLN 2 039 thousand (including VAT) as at 31 December 2015).

27.1. The ultimate parent company

The Company’s shareholders’ structure as of 31 December 2016 is presented in detail in Note 21.1 to these

consolidated financial statements.
27.2. Terms and conditions of transactions with related parties

All transactions between the Group entities were executed on arm’s length basis.

27.3. Other directors' interests

There are no other transactions with the directors of the Group companies apart from the ones presented in Note 27.

27.4. Compensation of key management personnel of the Group

COMPENSATION PAID OR PAYABLE TO MEMBERS OF MANAGEMENT AND SUPERVISORY BOARDS

Year ended
31 December 2016

Year ended
31 December 2015

Management of ROBYG S.A.

Short-term employee benefits (salaries and surcharges) 825 773

Cooperation agreements 5950 4 326
Supervisory Board of ROBYG S.A.

Short-term employee benefits (salaries and surcharges) 623 521

Cooperation agreements 5729 4196
Management and supervisory boards of subsidiaries

Short-term employee benefits (salaries and surcharges) 1646 1280

Share based payments - -

Cooperation agreements 4 546 3493
Total 19 319 14 589

As at 31 December 2016 liabilities (including accruals) towards key management personnel of the Group amounted to

PLN 13 122 thousand (as at 31 December 2015: PLN 7 266 thousand).

1 Here are presented the agreements which are not finally settled and for which the transfer of ownership has not yet been completed at the reporting

date.
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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 the 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 2016. The information has been
prepared on the basis of the notifications delivered to the Company pursuant to the requirements of law.

Total number of shares held by members % share in share capital

Shareholder of the Management Board and **)
Supervisory Board (*)

Oscgr Kazanelson (***) _ 22197 810 8.44
(Chairman of the Company’s Supervisory Board)

Alex Goor (****) 3 700 000 1.41
(Chairman of the subsidiary’s Supervisory Board)

Artur Ceglarz 300 000 0.11
(Vice-President of the Company’s Management Board)

Total 26 197 810 9.96

(*) The number of shares held by each Shareholders 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 12 June 2015, Oscar Kazanelson (Chairman of the Supervisory Board of the Company) has signed with Eyal Keltsh
(Vice-President of the Management Board of the Company) a letter of intent pursuant to which Oscar Kazanelson has
confirmed his intention to sell a part of shares purchased by him and Eyal Keltsh has confirmed his intentions to
purchase, directly or indirectly, these shares from Oscar Kazanelson. Eyal Keltsh expressed intention to purchase
300 000 shares provided that the purchase of shares would be made on the terms and conditions similar to the terms
and conditions on which Oscar Kazanelson purchased the shares and the closing of the transaction would take place
by 30 March 2018, unless the parties agreed otherwise.

On 8 July 2016, Oscar Kazanelson (Chairman of the Supervisory Board of the Company) acquired 2 500 Series K1
bonds of the Company with a total nominal value of PLN 250 000.

27.5. Investments in joint ventures and associates accounted for using the equity method

2016 2015

Opening balance as at 1 January 50 072 52 809
Post-tax share of the profit or loss of the joint ventures accounted for using the 62 639 30554
equity method

Dividend and advance on dividend (28 740) (11 475)
Loans granted, net (including interest accrued/paid) (15 329) (17 231)
Share capital increase in joint ventures - 2346
Acqu_isition of shares in j})int—ventgre (for more details please see Note 17.1; (20 808) -
pertains to ROBYG Ogroéd Jelonki Sp. z 0.0.)

Other adjustments (2 324) (6 931)
Closing balance as at 31 December 45510 50 072
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SUMMARISED FINANCIAL INFORMATION OF INDIVIDUALLY MATERIAL JOINT VENTURES

Summarised financial information related to individually material joint ventures of the Group as at 31 December 2016 and for the period from 1 January 2016 to 31 December 2016 is
presented in the below table:

RoBGOmed  TGoC D Teleonede  FOMCTTR  gewskpan 1,

Jelonki Group Sp.zo.0

0.0. Sp.zo0.0. Sp.zo0.0.

Selected financial information coming from statement of financial
position
Total current assets, including: - 42 788 10 105 30 857 54 684 138 434
Inventories - 21976 - 2 756 9351 34 083
Cash and cash equivalents - 4081 1968 3289 5054 14 392
Balance of individual escrow accounts - 6 783 - - 201 6 984
Total non-current assets - 864 50 498 928 2340
Total assets - 43 652 10 155 31 355 55 612 140 774
Total current liabilities, including: - 14 356 654 4573 11 406 30989
Current financial liabilities (excluding trade, other payables and ) ) ) ) ) )
provisions), including:
- Bank loans - - - - - -
- Loans from related parties and bills of exchange issued to related ) ) ) ) ) )
parties
Current advances from the customers - 5701 125 245 7 980 14 051
Total non-current liabilities, including: - 7285 653 2764 8 003 18 705
Non-current financial liabilities (excluding trade, other payables and ) ) ) ) ) )
provisions), including:
- Bank loans - - - - - -
- Loans from related parties and bills of exchange issued to related ) ) ) ) ) )
parties
Non-current advances from the customers - - - - - -
Total liabilities - 21 641 1307 7 337 19 409 49 694
Net assets - 22 011 8 848 24 018 36 203 91 080
% held by the Group - 51% 51% 51% 51%
The Group’s share of net assets in the joint venture - 11 226 4512 12 249 18 464 46 451
Purchase price allocation adjustments - (162) - - - (162)
Consolidation adjustments - (739) 54 (85) 9) (779)
Loans granted - - - - - -
Carrying amount of investment in joint venture presented in the ) 10 325 4566 12 164 18 455 45510

Group’s consolidated financial statements
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Selected financial information from the statement of
comprehensive income

Sales revenues

Interest income

Interest expense

Income tax expense

Net profit/(loss)/ Total comprehensive income

The Group’s share in net profit/(loss) of the joint ventures
Group’s margin
Consolidation adjustments

The Group’s share in net profit/(loss) of the joint ventures
presented in these consolidated financial statements

. ROBYG Young ROBYG Osiedle ROBYG Wola . .
ROBYG Ogroci City 1** Sp. z Krélewskie Investment Krolewski Park Total
Jelonki Group Sp.zo.0
0.0. Sp.zo.0. Sp.zo.0.
- 147 507 53 209 116 260 172 348 489 324
- 786 779 513 635 2713
- 107 6 13 24 150
- 6 862 2982 6421 7 347 23612
- 30 066 12 853 27 051 31474 101 444
(297) 15334 6 555 13 796 16 052 51 440
- 3048 1697 2213 989 7947
- 1237 397 592 1026 3252
(297) 19 619 8 649 16 601 18 067 62 639

(*) including ROBYG Ogrdd Jelonki Sp. z 0.0. and its 100% subsidiary ROBYG Osiedle Kameralne Sp. z 0.0. In 2016, the Company acquired further 50% of shares in share capital of ROBYG Ogrod Jelonki Sp. z 0.0. obtaining

control over that entity (the transaction is described in more detail in Note 17.1. to these consolidated financial statements).

(**) In 4Q 2016 ROBYG Young City Sp. z 0.0. and ROBYG Young City 1 Sp. z 0.0. (formerly Fort Property Sp. z 0.0.) merged.

Summarised financial information related to individually material joint ventures of the Group as at 31 December 2015 and for the period from 1 January 2015 to 31 December 2015 is

presented in the below table:

Selected financial information coming from statement of financial

position

Total current assets, including:
Inventories

Cash and cash equivalents

Balance of individual escrow accounts
Total non-current assets

Total assets

Total current liabilities, including:

Current financial liabilities (excluding trade, other payables and
provisions), including:

- Bank loans

- Loans from related parties and bills of exchange issued to related
parties

Current advances from the customers

ROBYG Ogréd  FORT Property ~ ROBYG Osiedle ROBYG Wola Krélewski Park
: Krélewskie Investment Total
Jelonki Group* Group** Sp.zo.0
Sp. zo0.0. Sp.zo.0.
9031 100 067 71572 74 656 112 504 367 830
8474 65 244 36 118 65 982 95 381 271 199
397 25108 968 3308 6 795 36 576
- 6819 9028 3018 7190 26 055
6130 3352 1241 1219 2 467 14 409
15 161 103 419 72 813 75 875 114 971 382 239
1916 73 347 47 162 68 761 106 663 297 849
560 11 077 - 12 055 8 495 32187
- 6 000 - - - 6 000
560 5077 - 12 055 8 495 26 187
- 38 290 24777 46 083 81 967 191 117
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Total non-current liabilities, including:

Non-current financial liabilities (excluding trade, other payables and
provisions), including:

- Bank loans

- Loans from related parties and bills of exchange issued to related
parties

Non-current advances from the customers

Total liabilities

Net assets

% held by the Group

The Group'’s share of net assets in the joint venture

Purchase price allocation adjustments

Consolidation adjustments

Loans granted

Carrying amount of investment in joint venture presented in the
Group’s consolidated financial statements

Selected financial information from the statement of
comprehensive income

Sales revenues

Interest income

Interest expense

Income tax expense

Net profit/(loss)/ Total comprehensive income

The Group’s share in net profit/(loss) of the joint ventures
Consolidation adjustments and Group’s margin

The Group’s share in net profit/(loss) of the joint ventures

presented in these consolidated financial statements
*

ROBYG Ogréd  FORT Property (OB YG Osiedle ROBYG Wola Krélewski Park
) N Krolewskie Investment Total
Jelonki Group Group** Sp.zo.0
Sp.zo0.0. Sp.zo0.0.
8242 4763 6 623 10 145 3579 33352
7289 - - 8 808 - 16 097
7289 - - 8 808 - 16 097
10 158 78 110 53 785 78 906 110 242 331 201
5 003 25 309 19 028 (3 031) 4729 51 038
50% 51% 51% 51% 51%
2502 12 908 9704 (1 546) 2412 25980
9714 (1 062) (18) - - 8 634
426 (1 707) (2032) (3039) (1584) (7 936)
560 4 895 - 9 845 8 496 23796
13 202 15034 7 654 5260 9324 50 474
195 89 267 166 113 22 13031 268 628
64 362 676 85 93 1280
56 65 5 - 4 130
(69) 3681 7 859 (486) (138) 10 847
(113) 15 036 33431 (2 070) (758) 45 526
(57) 7 668 17 051 (1 056) (387) 23219
(14) 2525 6118 (568) (726) 7335
(71) 10 193 23 169 (1 624) (1113) 30554

including ROBYG Ogrdéd Jelonki Sp. z 0.0. and its 100% subsidiary ROBYG Osiedle Kameralne Sp. z 0.0.

(**) including FORT Property Sp. z 0.0. and its 100% subsidiary ROBYG Young City Sp. z 0.0.
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28. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments include: of bank and other borrowings, cash, short-term deposits,
investment funds’ units, bonds and loans granted. The main purpose of these financial instruments is to raise financing
for the Group's operations. The Group 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 stabilise the interest expense of the Group (as described in detail in
Note 29.1. to the consolidated financial statements). The Group has various other financial instruments such as trade
receivables and payables, which arise directly from its operations.

Itis, and has been throughout the period covered by these consolidated financial statements, the Group's policy not to
trade in financial instruments.

The main risks arising from the Group's financial instruments are interest rate risk, liquidity risk, foreign currency risk
and credit risk. The Management Board of ROBYG S.A. reviews and agrees policies for managing each of these risks
(as summarised below). The Group also monitors the market price risk arising from its financial instruments. The
Group’s accounting policies in relation to derivatives are presented in Note 7.12 to these consolidated financial
statements.

28.1. Interest rate risk

The Group's exposure to the interest rate risk relates primarily to the Group's financial liabilities and financial assets.

A significant part of the interest rate risk is related to long-term borrowings incurred by the Group. Virtually all of the
borrowings have floating interest rates (93% of the total balance of borrowings with floating interest rates is
WIBOR-based and 7% are EURIBOR-based). Details regarding borrowings held by the Group are presented in Note 23
to these consolidated financial statements.

The Group had established three interest rate SWAP instruments, which significantly reduced the Group’s exposure to
interest rate risk (details in Note 29.1).

Interest rate risk — sensitivity to changes

The following table demonstrates the sensitivity of the Group’s consolidated interest expense to a reasonably possible
change in interest rates, with all other variables constant (through the impact on floating rate borrowings).

Effect on interest

Increase/ decrease in b.p. Effect on equity

expense

Year ended 31 December 2016

WIBOR +100 b.p. (2 642) (2 140)
EURIBOR +100 h.p. (629) (509)
WIBOR - 100 b.p. 2642 2140
EURIBOR - 100 b.p. - -
Year ended 31 December 2015

WIBOR +100 b.p. (2371) (1921)
EURIBOR +100 h.p. (2 211) (1791)
WIBOR - 100 b.p. 2371 1921
EURIBOR - 100 b.p. - -

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

31 December 2016 — Floating interest rate

<1 year 1-2 years 2-3years 3-4years 4-5years >5years Total

Cash 327 654 - - - - - 327 654
_Loans grantgd_ to non-controlling 40 208 } ) } ) ) 40 208
interest and joint venture partners

Obligations under finance leases 2320 2335 1969 54511 - - 61135
Interest-bearing bank loans 99 238 64 170 47 545 14774 6 337 - 232 064
Bonds 4750 104 261 168 657 19 827 99 187 - 396 682
Interest-bearing loans 106 166 23 745 - - - - 129 911
Interest rate SWAP 420 213 213 (304) (107) - 435
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31 December 2015 — Floating interest rate

<1 year 1-2 years 2-3years 3-4years 4-5years >5years Total

Cash 347 776 - - - - - 347 776
Loans granted to non-controlling 14 326 ; i} R ) ) 14 326
interest and joint venture partners

Loans granted to related parties - - 20 062 - - - 20 062
Obligations under finance leases 2203 2227 2238 1871 52 509 - 61 048
Interest-bearing bank loans 20224 40 530 34 167 4299 - - 99 220
Bonds 86 488 - 118 536 168 139 - - 373163
Interest-bearing loans 24 359 22 940 22 521 - - - 69 820
Interest rate SWAP 764 697 697 - - - 2158

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

28.2. Currency risk
As at 31 December 2016 the most of the Group’s exposure to currency risk arises from the net investment in the
subsidiary, which is side in a lease transaction described in Note 14.

The following table demonstrates the sensitivity of the Group’s financial income/expense and equity to reasonably
possible EUR exchange rates fluctuations, with all other variables constant.

Increase/ decrease Effect on financial .
Effect on equity

in currency rate income/expenses
31 December 2016 — EUR 10% @ (357)
-10% 7 357
31 December 2015 — EUR 10% - (397)
-10% - 397

28.3. Credit risk

The Group makes advance payments in order to obtain better terms and conditions of contracts. This, in turn, results in
a credit risk in the case of a supplier's bankruptcy. The advance payments are made mainly to the suppliers of
construction materials and technical equipment (such as lifts or parking platforms). Payments in advance require an
approval of the Management Board of a given company, which will make the advance payment. The Group’s general
suppliers crediting policy allows for the crediting of well-known suppliers with a history of positive cooperation and
creditworthiness.

In addition, the credit risk arises in relation to the rents for commercial units rented in the office investment ROBYG
Business Center and the Group’s other investments, as well as the rents received from tenants before the
incorporation of tenants management organisations. This risk is minimised by the collections control process for these
receivables.

The Group's exposure to bad debts is not significant, which is a result of an ongoing monitoring of receivables.

With respect to other financial assets of the Group, like cash, the Group’s credit risk arises as a result of a default in
payments 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 Group.
28.4. Liquidity risk

The Group’s goal is to maintain a balance between continuity and flexibility of financing by using different sources of
financing, such as bank borrowings, loans, bonds and equity.

The table below presents the Group’s financial liabilities as at 31 December 2016 and as at 31 December 2015 by
maturity dates, on the basis of undiscounted contractual payments.
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31 December 2016 On demand Iéerf]somﬁg n?o_n%hzs 1-5years Mgryee;rsgn Total
Obligations under finance leases - 956 2 862 61 744 - 65 562
Loans and bank borrowings - 5463 213 969 167 557 - 386 989
Bonds - 4753 14 037 433873 - 452 663
Other liabilities (long-term) - - - 21 297 - 21297
Trade and other payables . 90 177 6 766 - - 96 943
(short-term)
Interest rate SWAP - 239 351 1631 - 2221
Accruals (short-term) - 18778 - - - 18 778
- 120 366 237 985 686 102 - 1044 453
31 December 2015 On demand Iéerf]somﬁg n?o_n%hzs 1-5years Mgryee;rsgn Total
Obligations under finance leases - 922 2761 63 037 - 66 720
Loans and bank borrowings - 1097 49 635 135 067 - 185 799
Bonds - 2700 98 378 323 115 - 424193
Other liabilities (long-term) - - - 17 366 - 17 366
Trade and other payables : 94 308 6 360 ) ) 100 668
(short-term)
Interest rate SWAP - 158 530 1390 - 2078
Accruals (short-term) - 11897 - - - 11 897
- 111 082 157 664 539 975 - 808 721

The interest rate SWAP in the above table is presented as net undiscounted cash flows in the above tables. The
following table shows the corresponding reconciliation of the gross flows to the net amounts presented in the table
above.

31 December 2016 On demand Iéerf]somﬁg r'r?o_n%hzs 1-5years Mé)r;;r::n Total

Inflows - (896) (1 325) (6 244) - (8 465)
Outflows - 1135 1676 7 875 - 10 686
Net amounts - 239 351 1631 - 2221
31 December 2015 On demand Iée;zmﬁg r'r?o_n%hzs 1-5years Msoryee;f:gn Total

Inflows - (404) (1378) (3547) - (5 329)
Outflows - 562 1908 4 937 - 7 407
Net amounts - 158 530 1390 - 2078

Detailed information related to guarantees granted by the Group in connection with financial liabilities are described in
Notes 23 and 27 to these consolidated financial statements.

28.5. Price risk

In 2015 and 2016 the Company has purchased investment funds’ units, which are susceptible to the price risk. At the
reporting date, the exposure to investment funds’ units was equal to their fair value and amounted to PLN 19 390
thousand. Changes resulting from investment funds’ units valuation have an impact on profit or loss.

29. FINANCIAL INSTRUMENTS
29.1. Interest rate SWAP

On 7 January 2016, the Company executed a SWAP transaction with mBank S.A., pursuant to which the payments of
interest calculated on the basis of the floating EURIBOR 1M interest rate will be changed into payments of interest
calculated at a fixed rate of 0.0700%. The SWAP transaction has been concluded for the period from 11 January 2016
to 31 January 2020. The base amount of the SWAP transaction is EUR 7 000 thousand. The aim of the transaction was
to hedge the cash flows related to the refinancing of the ROBYG Business Center office building by the Group.

The Company does not apply hedge accounting to the abovementioned transaction.
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On 6 September 2016, the Company made the following changes in the interest rates SWAP transactions concluded
with mBank S.A.:

e with regard to transaction of 28 August 2014 for the base amount of PLN 45,000 thousand, the duration of the
transaction has now been extended to 1 September 2021 and the interest rate has been lowered to 2.26%,

e with regard to transaction of 5 September 2014 for the base amount of PLN 55,000 thousand, the duration of
the transaction has now been extended to 23 June 2021 and the interest rate has been lowered to 2.28%.

With regard to the two interest rate SWAP transactions described above, the Group had previously applied hedge
accounting rules. As a result of changes in the terms and conditions of these transactions as at 31 December 2016, the
hedges no longer met the terms and conditions which would allow them to be subject to these accounting rules.
Therefore, the Group decided not to apply these rules to them. As a result, the total profit/(loss) on the hedging
instruments which were recorded in other comprehensive income and accumulated in equity are referred to the net
profit/ (loss) through the whole period for which the above mentioned transactions were initially concluded. In the year
ended 31 December 2016, the amount of the above loses related to the current period was PLN 204 thousand, whereas
the impact of the changes in fair values of the above instruments was PLN 1 654 thousand (please see Note 9.5. for
details).

29.2. Fair values of particular classes of financial instruments

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

Category Carrying amount Fair value

according 31 December 31 December 31 December 31 December

to IAS 39 2016 2015 2016 2015
Financial assets
Other long term receivables LaR 1140 26 001 1140 26 001
Trade and other receivables (current) LaR 52 960 106 170 52 960 106 170
Balance of individual escrow accounts 54776 28 791 54776 28791
Loans granted to non-controlling LaR 40 208 14326 40 208 14326
interest and joint venture partners
Investment funds’ units Fa 19 390 10 027 19 390 10 027
Interest rate SWAP (short and 223 - 223 -
long-term)
Cash and cash equivalents 327 654 347 776 327 654 347 776

496 351 533 091 496 351 533091
Financial liabilities
Obligations under finance leases FLaAC 61135 61 048 61135 61048
Interest bearing loans and bank FLaAC 361 975 169 040 361 975 169 040
borrowings
Trade and other payables (short term) FLaAC 96 643 100 668 96 643 100 668
Bonds FLaAC 396 682 373163 400 427 375373
Interest rate SWAP (short and 659 2158 659 2158
long-term)
Other liabilities (long term) FLaAC 21 297 17 366 21 297 17 366
Accruals (short-term) FLaAC 18 778 12 024 18 778 12 024
957 169 735 467 960 914 737 677

Abbreviations used:
LaR — Loans and receivables,
FLaAC — Other financial liabilities at amortised cost.

Fa - Financial assets at fair value through profit and loss
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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, balance of individual escrow accounts, 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 due to a fact that rates and margins
of these instruments are at the market level,

e fair value of bonds is determined based on Catalyst market listings of these instruments.
Fair value of other long term receivables and liabilities is approximate to their carrying value.

All instruments described above were classified as Level 3 of the fair value hierarchy in accordance with IFRS 13 Fair
Value Measurement, except for interest rate SWAPs and investment funds’ unit which were classified as Level 2 and for
bonds and cash which were classified as Level 1.

30. CAPITAL MANAGEMENT

The primary objective of the Group’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 Group manages its capital structure and makes adjustments to reflect the changes in the economic conditions. To
maintain or adjust the capital structure, the shareholders may adjust the dividend payment, withdraw the capital or
decide on a new issue of shares.

Keeping the appropriate debt ratios constitutes also one of the covenants for issued bonds. The debt ratio including
cash on the individual escrow accounts up to PLN 50 000 thousand is relevant for series L, M, N, O, P, R and S bonds
(ratio up to level of 1.1) and the debt ratio excluding cash on the individual escrow accounts applies for series K1 bonds
(ratio up to level of 1.3).

Below is presented the calculation of the debt ratio, which is calculated as net debt to capital. The net debt includes
interest-bearing borrowings, less interest-bearing borrowings from related parties and joint venture partners, less cash
and cash equivalents (in two versions: including and excluding cash on the individual escrow accounts), whereas the
capital comprises total equity.

31 December 2016 31 December 2015

Interest bearing borrowings 819 792 603 251
Less interest bearing borrowings from related parties and joint venture partners (129 911) (69 820)
Less cash and cash equivalents (327 654) (347 776)
Net debt excluding cash on individual escrow accounts 362 227 185 655
Less cash on individual escrow accounts up to PLN 50 000 thousand (50 000) (28 791)
Net debt including cash on individual escrow accounts 312 227 156 864
Equity 561 132 524 174
Debt ratio (excluding cash on individual escrow accounts) 0.65 0.35
Debt ratio (including cash on individual escrow accounts 0.56 0.30

up to PLN 50 000 thousand)

31. EMPLOYMENT STRUCTURE

The average number of employees in the Group in the years 31 December 2016 and 31 December 2015 was as
follows:

Year ended Year ended
31 December 2016 31 December 2015
Management Board of the parent company 3 3
Management Boards of other Group companies 14 9
Other err_lployees and people cooperating with the Group based on the 330 255
cooperation agreements
Total 347 267
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32. REMUNERATION OF AUDITOR OR AUDIT COMPANY

The table below presents fees of the audit company, paid or payable for the year ended 31 December 2016 and
31 December 2015 by category of services:

Category of services Year ended Year ended

31 December 2016 31 December 2015
Statutory audit of financial statements 422 (%) 441 (%)
Other services 297 (*%) 274 (*%)
Total 719 715

(*) PLN 300 thousand relates to Ernst & Young Audyt Polska sp. z 0.0. sp. k. (PLN 320 thousand for 2015).
(**) PLN 278 thousand relates to Ernst & Young Audyt Polska sp. z 0.0. sp. k. (PLN 213 thousand for 2015).

33. EVENTS AFTER THE REPORTING DATE
On 8 February 2017 the Company has purchased on the secondary market 61 339 series K1 bonds of the Company for
the total purchase price of PLN 6 479 thousand.

In the period between the balance-sheet date and the date of the approval of these financial statements the Group has
concluded the following agreements regarding land purchases:

Plot of land Type of agreement perpetual veuiruct (i PLN thoueands net)
Warszawa (Biatoteka District) Final Land ownership 2200
Warszawa (Biatoteka District) Final Land ownership 675
Warszawa (Biatoteka District) Final Land ownership 2344
Warszawa (Biatoteka District) Final Land ownership 2 359
Warszawa (Wtochy District) Conditional preliminary Land ownership 11 200
Warszawa (Wiochy District) Conditional preliminary Land ownership 31500
Warszawa (Wilanéw District) Conditional preliminary Land ownership 1663
Gdansk (Wrzeszcz District) Conditional Perpetual usufruct 3500

55441
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the Art of B

Apart from the events described above, there were no other significant events after the reporting date that should be
included in these consolidated financial statements.

Zbigniew Wojciech Okonski

President of the Management Board

Eyal Keltsh

Vice - President of the Management Board

Artur Ceglarz

Vice - President of the Management Board

Warsaw, 15 March 2017
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