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Dom Development S.A.
Introduction to the consolidated financial statements
for the year ended on December 31, 2007

INTRODUCTION TO THE CONSOLIDATED FINANCIAL STATEMENTS

General information about the holding company of Dom Development S.A. Capital Group

The holding company of Dom Development S.A. Capital Group (,the Group”) is the joint-stock company Dom
Development S.A. (,the Company” / ,the holding company”) with its registered office in Warsaw (00-078 Warsaw,
Pl. Pitsudskiego 3) entered into the National Court Register under number 0000031483, District Court for the capital city
of Warsaw, 12th Commercial Division of the National Court Register. According to the Polish Classification of Business
Activity the Group’s scope of activity is construction industry and investments connected with real property — PKD 7011Z.
The Group conducts activities mainly in Warsaw and its vicinity.

The Company is a majority-owned subsidiary of Dom Development B.V. with its registered office in the Netherlands. As
at 31 December 2007 the holding company Dom Development S.A. was controlled by Dom Development B.V. which held
63.10% of the Company'’s shares.

General information about the Group

The following table presents the Group’s structure and the holding company's stake in the entities comprising the Group
as at 31 December 2007.

o,
Country of % of share capital held o of votes held Consolidation

Enti by the holdi
ntity name registration by the holding company y the holding method
company
Subsidiaries
Dom Development na Dolnej sp. z 0.0. ........... Poland 100% 100% full consolidation
Dom Development Morskie Oko sp. z 0.0. ....... Poland 100% 100% full consolidation
Dom Development — Zarzadzanie
Nieruchomosciami Sp. Z 0.0. ..ccvvevrvvevriuveeneennns Poland 100% 100% full consolidation
Joint-venture
. oportionate
Fort MOKOtOW SpP. Z 0.0. ..veevvviiiiiniiiiieniiniiiines 49% 49% prop _I .
Poland consolidation

The main area of activity of the companies comprising the Group is the construction and sale of residential real estate.

The main area of activity of the associated entity - Towarzystwo Ubezpieczen Wzajemnych ,Bezpieczny Dom” is financial
risk insurance.

Fort Mokotdw sp. z 0.0. was formed for the duration of the construction of the Marina Mokotéw project, but for no
longer than until 31 December 2011 (as per the company’s Articles of Association).

All entities of the Group conduct business activities in the territory of Poland and in compliance with the Code of
Commercial Companies and Partnerships, and have been formed for an unspecified time, with the exception of Fort
Mokotow sp. z o. o.

In the period of 12 months ended on 31 December 2007 the Group did not discontinue any of its operations.

Basis for the preparation of the consolidated financial statements

The consolidated financial statements have been prepared based on historical acquisition cost, purchase price or
production cost except for derivative financial instruments, which in accordance with International Financial Reporting
Standards (,IFRS”) were stated at fair values. The value of assets and liabilities being the subject of hedging
transactions, which are usually valued at cost or in the amount due for payment, will be adjusted to reflect the profit or
loss attributable to a hedging transaction concluded in relation to these assets and liabilities, and the value of this
adjustment is accounted for in accordance with relevant IFRS standards.
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The standalone financial statements constituting the basis for the preparation of the consolidated financial statements
were prepared based on the assumption that Capital Group would continue their business activities in the foreseeable
future, with no threats to the continuation of these activities.

The methods used to value assets and liabilities and determine the financial result are applied consistently.

The financial statements are stated in Polish zloty (,PLN”). The financial data included in the consolidated financial
statements are expressed in PLN or in thousand PLN, as clearly specified.

The consolidated financial statements present the Group's financial data for the reporting period from 1 January 2007 to
31 December 2007, as well as comparative financial data for the period from 1 January 2006 to 31 December 2006.

The assets, equity and liabilities valuation principles and financial result calculation methods presented in the notes to
the consolidated financial statements are consistent with the accounting principles adopted by the holding entity.

Statement of unreserved conformity with International Financial Reporting Standards

Dom Development S.A. Capital Group has prepared its consolidated financial statements in accordance with the
accounting standards issued by the International Accounting Standards Board as adopted by the European Union.

These standards, collectively referred to as International Financial Reporting Standards (IFRS), also include International
Accounting Standards (IAS) and interpretations issued by the Standing Interpretation Committee (SIC) and the
International Financial Reporting Interpretation Committee.

The Group has applied all standards and interpretations effective within the European Union as at 31 December 2007.

There is a possibility of a future change in the interpretation of IAS which is further described in section 4 “Summary of
significant accounting policies”.

Basic information concerning the consolidation

The consolidated financial statements were prepared on the basis of the financial statements of the entities comprising
the Group and presented as if the Group constituted a single entity. The consolidated financial statements comprise the
financial statements of the holding entity (Dom Development S.A.) and the financial statements of the subsidiaries and
jointly controlled entity, all of which were prepared for the 12-month period ended on 31 December 2007.

The revenues, expenses and settlements resulting from transactions between the Group entities were adjusted in the
consolidated financial statements.

The consolidated cash flow statement for the 12-month period ended on 31 December 2007 contains the cash flow
statements of the holding company, the subsidiaries and the jointly controlled entity, and include proper consolidation
adjustments resulting from mutual transactions.

Fort Mokotow sp. z 0.0., a jointly controlled entity, is consolidated by means of the proportionate consolidation method.

The Company controls Dom Development Grunty Sp. z 0.0. and Dom Land Sp z 0.0 within the meaning of control
specified in the IAS. The consolidation of Dom Development Grunty Sp. z 0.0. according to the substantiality principle
has been abandoned. In the consolidated financial statements this Company is disclosed according to the equity method.
The consolidation of Dom Land Sp. z 0.0. , which is related in the form other than by means of capital, has also been
abandoned. Dom Development S.A. has no shares in Dom Land Sp. z 0.0. and the fact that this company has not been
included in the consolidation has no influence on the financial result and shareholders’ equity of Capital Group Dom
Development S.A.

Summary of significant accounting policies

Interest in a jointly controlled entity

The Group has an interest in a joint-venture which is a jointly controlled entity. A joint-venture is a contractual
arrangement whereby two or more parties undertake an economic activity that is a subject to joint control, and a jointly
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controlled entity is a joint-venture that involves the establishment of a separate entity in which each partner has an
interest. The Group recognises its interest in the joint-venture using proportionate consolidation method. The Group
combines its share in each of the assets, liabilities, income and expenses of the joint-venture with similar items, line by
line, in its consolidated financial statements. The financial statements of the joint-venture are prepared for the same
balance sheet date as the holding entity, using consistent accounting policies. Adjustments are made to bring into line
any dissimilar accounting policies that may exist.

Investments in associated entities

The Group's investments in its associated entities are accounted for under the equity method of accounting. An
associated entity is an entity in which the Group has significant influence and which is neither a subsidiary nor a joint-
venture.

Under the equity method, the investment in the associated entities is disclosed in the balance sheet at cost plus post-
acquisition changes in the Group's share of net assets of the associated entity. After application of the equity method the
Group determines whether it is necessary to recognise any additional impairment loss with respect to the Group's net
investment in the associate. The income statement reflects the share of the Group in the financial result of the associate.
Tangible fixed assets

All tangible fixed assets are stated at cost less accumulated depreciation (except for land), less accumulated value
impairment. Replacement of existing parts of a tangible fixed asset can be capitalised, if material. Depreciation is
calculated on straight-line basis over the useful life of the asset. Buildings and constructions are depreciated at the rates
from 2.5% to 4.5% and plant and equipment from 10% to 30%. Low-value tangible fixed assets are fully expensed in
the month they are taken over for use.

Inventories

Finished goods

Finished goods represent mainly housing units and parking spaces. They are stated at the lower of cost and net
realizable value. The net realisable value represents the estimated selling price evaluated by the Management Board
based on the information from the Company’s Sales Department.

Work in progress

Work in progress is valued in accordance with the principles described in the section ,Long-term contract disclosure
principles”.

Cost of inventories includes the transfer from the shareholders’ equity of profits and losses on qualifying cash flow
hedges in respect of the purchase of related real estate.
External financing costs

External financing costs (interest) that are directly attributable to work in progress (primarily financing of land and
construction services) are capitalised as a part of the cost of work in progress.

The remaining external financing costs are recognised as an expense in the period in which they are incurred.

Trade and other receivables

Trade receivables are recognised and disclosed at original invoice amounts less provision for bad debts. Revaluation
write-off for bad debt is valued when the Group cannot collect the full amount of the receivable.

Cash and cash equivalents

Cash and short-term deposits shown in the balance sheet comprise cash at banks and in hand and short-term
deposits with the original maturity of three months or less.
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Treasury shares

The Company’s shares which are reacquired from another party (treasury shares) are deducted from the shareholders’
equity. No profit or loss on the purchase, sale, issue or cancellation of the Company's treasury shares is
recognised in the income statement.

Revenue recognition

Revenue is recognised to the extent that it is probable that the Company will achieve the economic benefits from a given
transaction and the revenue can be reliably measured. The following specific recognition criteria must also be met before
revenue is recognised:

Sale of housing units

The revenue from the sale of housing units is recognised by reference to the stage of completion. Detailed description of
the developers’ project percentage of completion is provided in the section ,Long-term contract disclosure principles”.

The Company begins revenue recognition on construction contract after the preliminary sales agreement with the client
has been signed. The revenue is recorded gradually in line with the progress of work done and the rate of sales until the
construction is complete. The basis for such a procedure is that past experience shows that virtually all sales based on
preliminary sales agreements reach the legal completion stage. At this point the notary deeds transfer the legal
ownership to the buyer. At each balance sheet date, Management assesses the rate of conversion of preliminary sales
agreements into notary deed transfers to verify whether this accounting treatment is still appropriate.

If the situation in the future shows higher-than-expected level of clients’ resignations resulting in a substantial
adjustment in the sales, the Management will consider the replacement of the currently used method with another
method of revenue recognition that would more adequately reflect the probability of earning revenue and present it in
the financial statements.

Sale of services

The revenues from the sale of services, including housing real estate administration fees income, are recognized at the
fair value of the consideration received or receivable for the services provided in the normal course of business, less
VAT.

Foreign currency translation

The consolidated financial statements are presented in PLN, which is the Company’s and Group’s functional and
presentation currency. Transactions in foreign currencies are initially recorded at the exchange rate at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the exchange rate as at
the balance sheet date, with any differences posted in the income statement under ,, financial income/costs”.

Taxes

Current tax

Current 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 are
binding as at the balance sheet date.

Deferred tax

For financial reporting purposes, the deferred income tax is calculated by means of the method of the balance sheet
liabilities in relation to the timing differences as at the balance sheet date between the tax value of assets and
liabilities and their balance sheet value recognized in the financial statements.

Deferred income tax assets are recognised with regards to all negative timing differences, carry-forward of unused
tax credits and unused tax losses to the extent that it is probable that the taxable profit will be available against
which the deductible timing differences and the carry-forward of unused tax credits and unused tax losses, can be
utilised.
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The balance sheet value of a deferred income tax asset is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
income tax asset to be utilised. An unrecognised deferred income tax asset is reassessed at each balance sheet
date and are recognised to the extent that it has become probable that future taxable profit will allow the deferred
tax asset to be recovered.

The provision for a deferred income tax is created in the amount of the income tax that will be payable in future
due to positive timing differences, i.e. the differences that will increase the taxable base in the future.

The assets and provisions for a deferred income tax are valued at the tax rates that are expected to be applicable
to the year when the asset component is realised or the provision is released, assuming as the basis the tax rates
(and tax regulations) that are legally or actually binding as at the balance sheet date.

The income tax relating to the items recognised directly in the shareholders’ equity is recognised in equity and not
in the income statement.

The assets and provisions for a deferred income tax are offset by the Group only if a legally enforceable right
exists to set-off the current tax assets against current tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

Long-term contract disclosure and valuation principles

a. ,Work in progress” is valued in accordance with IAS 11 ,Construction contracts”. Based on previous experience of
the Management Board it was found that the method of income and cost recognition described in this standard is
the most suitable for the Company's business. Construction of a single project exceeds 12 months and the sale of
apartments in residential developments consists of concluding numerous single contracts for the construction of
apartments.

If there is a probability that the total amount of costs of the developers’ project shall exceed the total amount of the
revenues anticipated for this project, the anticipated loss is then, according to the IAS 11, immediately disclosed as
cost.

b. Work in progress is initially valued at the amount of expenses incurred.

c. Every month the value of ,Work in progress” is adjusted in compliance with the ,percentage of completion method”
described below. Since the percentage of completion method is used to determine the result on the sale of
apartments at housing developments during the construction period, invoiced prepayments do not constitute ,Sales
revenues” but increase , Deferred income” until the housing development obtains an occupation permit.

d. The apartments are formally transferred to the customers after the construction has been completed and the
occupation permit is obtained, whilst invoices for the sale of apartments are issued in accordance with the payment
schedule agreed in advance with the customer.

e. The percentage of completion method consists in recognizing the revenue based on the result of the formula
referred to as ,statistical revenue”:

Statistical revenue = cost indicator * revenue indicator * budgeted revenues

f.  The percentage of completion method consists in recognizing costs based on the result of the formula referred to as
»Statistical cost”:

budgeted costs

statistical cost = statistical revenue *
budgeted revenue

g. The cost indicator is a proportion of the actual costs incurred (less expenditures related to the purchase of land) to
the budgeted costs (for the entire development less the cost of land).
actual costs incurred
budgeted costs

cost indicator =

h. The revenue indicator is a proportion of the sum of revenues from concluded preliminary sales contracts to the
budgeted revenues (total expected revenues from the entire development when fully sold).
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contracted revenue

revenue indicator =
budgeted revenue
i. By calculating the ,statistical revenue”, a proportion of revenue can be recognised in the income statement, relating
to the combination of progress in construction and sales calculated by the product of the cost indicator and revenue
indicator.

j. By calculating the ,statistical cost”, a proportion of cost can be recognised in the income statement to the same
extent that revenues are recognised (in proportion to the recognition of sales).

k. Upon the issue of an occupancy permit the percentage of completion method is replaced. The actual sales invoices
issued and the actual costs incurred (invoiced and accrued costs) are recognized in the income statement. Unsold
apartments and parking spaces are transferred from work in progress to finished goods until such time as they are
sold and recognized in the income statement as cost.

I.  The invoiced sales and the uninvoiced portion of the contractual sales and corresponding costs are recognized as
follows:

Debit: Deferred income
Credit: Sales revenues

Debit: Cost of finished goods sold
Credit: Work in progress

m. If ,Deferred income” is negative (which might occur if the amount of the invoiced sales revenues is relatively low,
compared to the value of the concluded contracts and work advancement), then it is ,zeroed out” and ,Deferred
assets (part of ,,other current assets”)” are increased, respectively.

Debit: Deferred assets (part of ,,other current assets”)
Credit: Deferred income

Possible new interpretations to International Accounting Standards that would be applicable to the
Group’s financial statements.

It is possible that the future financial statements may be prepared differently in terms of revenue recognition. The
International Financial Reporting Interpretation Committee (IFRIC) is currently engaged in a project reviewing the
interpretation of revenue recognition from real estate sales under IAS 11 and IAS 18.

IFRIC has prepared a draft interpretation (D-21 Real Estate Sales) which may introduce changes to the existing
guidance on applying International Accounting Standards to real estate sales. The draft has already been discussed
during the first stage of consultations with the parties involved. Some respondents have expressed many comments and
reservations due to which the draft is currently being reanalysed by IFRIC. The new contents thereof are unknown as at
the day of preparing these financial statements.

At present the Group prepares its financial statements under IAS 11 using a percentage of completion method. If the
above interpretation is issued by IFRIC in its initial wording, it would require the Group to account for its revenues
differently.

The possible change in accounting principles would not impact the profitability of completed contracts but may influence
the allocation of revenues and cost of sales to individual accounting periods.
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Dom Development S.A.
Consolidated balance sheets
as at 31 December 2007 and 31 December 2006

CONSOLIDATED BALANCE SHEETS

ASSETS Note 31.12.2007 31.12.2006
Fixed assets

Intangible fiXed @SSELS .....uvrrriiiiiiiiirrriee s 1 707,451.46 730,169.87
Tangible fiXed @SSELS ....ccceieiiiiiiiiieeee e 2 6,547,462.68 5,534,553.46
Investments in associated entities 5 1,024,404.10 841,053.08
Deferred iNCOME taX @SSELS ....ivvurrriiiiiiiiirri e e 15 10,577,972.83 7,517,265.14
LONG-term reCIVabIES .......ccuveeieeeieeeeeeee e 6 1,552,195.11 1,517,905.36
LoNg-term deferred COSLS ......uuriiiiiiiirirrreee e s s ssrrrrr e e s s s e e e s s s ssnrrrre e e s e e e e neees 1,471,104.74 904,749.71
Total fiXxed @SSEtS .iiueeeumussismmmmmmmnnmnssssssssmmmmmmnnsnssssssssssmmnmssnsssssssssssnnnnnnnsnssssssnnnsss 21,880,590.92 17,045,696.62
Current assets

INVENEOMY wvrvrveesesesesesesesesesesesssesssesessssssssssssatesesesesesebabebesebebeb et besebes b ebesebebetesebesssrns 7 862,357,926.62 594,864,513.45
Trade and other receivables 8 65,914,745.14 60,807,971.57
Other CUIMTENE @SSELS ..vvvviiiiiiiiiiiiiiiiiiiiitieeere e e e e e ereee s s e eennns 10 26,424,785.21 23,669,995.65
Cash and cash eqUIVAIENLES .........eveeviiiiiiiirrie e e e e e e ereees 9 275,488,625.90 227,534,966.53
Total current assets .........ccciiiimmiiimmsi s ———— 1,230,186,082.87 906,877,447.20
Total ASSEtS .uuueeursiussssnmssisisissnsssssssssnnnssssssssnnnssissssssnssssssssssnnsssssssssnnsssssssssnnnnnnnss 1,252,066,673.79 923,923,143.82
EQUITY AND LIABILITIES Note 31.12.2007 31.12.2006
Shareholders’ equity

S 2T TS o= o] = | PP PP PR PPPPP 11 24,560,222.00 24,050,372.00
Share premium €SS treasury SNAres .........cceeeeeeieiiiiiiiiiiiiiiiiieieieereeeeeeee e e e eenans 12 231,534,663.27 230,370,719.33
Reserve capital from valuation of share options ..........ccecviniiiiin, 7,128,099.74 1,505,790.64
Other capital (supplementary capital) 191,556,295.54 79,301,372.18
Reserve capital from reducing the share capital .........ccccvveiniiiiniinii, 509,850.00 509,850.00
Accumulated, unappropriated profit (10SS) ......ccoveeiiiniiiiii 240,848,823.74 156,143,838.13
Total shareholders’ equity .........ccvrmirsminnsr s, 696,137,954.29 491,881,942.28
Long-term liabilities

Long-term loans and borrowings ..o, 14 41,779,280.00 22,200,000.00
Deferred tax liability 15 87,875,959.63 52,004,236.25
Bonds ......cceeviiiiiiiinieenn, 16 200,000,000.00 80,000,000.00
Other long-term liabilities 763,956.03 609,941.69
Total long-term liabilities ... 330,419,195.66 154,814,177.94
Short-term liabilities

Trade payables and other liabilities ..........cccvveiieiiininii e, 17 120,994,739.18 143,801,348.56
Short-term loans and borrowings .........cccuviiiiinniii i, 14 37,005,453.52 98,915,383.99
Short-term tax liabilities .... 6,088,202.00 638,501.42
ShOrt-term ProOVISIONS ......cciiiiiiiiiiiiiiiiiiiiiiiiiiiie e e reerererrrers e s srensaarennns 19 12,444,329.80 3,663,773.99
Accrued liabilities and deferred INCOME ......eeviieiiiiiiiiiiiii 20 48,976,799.34 30,208,015.64
Total short-term liabilities ........cccccccrrrrrnrsr s 225,509,523.84 277,227,023.60
Total liabilities ......cccivvvimmm s ——— 555,928,719.50 432,041,201.54
Total equity and liabilities ........ccciiviinnn s —— 1,252,066,673.79 923,923,143.82
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Dom Development S.A.
Consolidated income statements

for the year ended on 31 December 2007 and 2006

CONSOLIDATED INCOME STATEMENTS

Period of 12 months
ended on 31 December

Note 2007 2006

SAlES FEVENUES ...eveerrseeriserssasrssesssssrssassssssssassssssssnsssssssssssssassssssssnssssnsssnssssnnsns 28 878,752,763.28  729,816,267.55
COSE Of SAIES ..uuvrvriiieiiiirrt e e s e e e e 29 545,666,184.29 496,870,869.09
Gross profit 0N Sales ..o ————————— 333,086,578.99 232,945,398.46
SEIlING COSES rvviiiiurrrrriee e e st re s s e e s s e e s s s s e e e e e s e s s nrnrn e e e e s 29 22,367,727.18 21,669,004.60
General administrative EXPENSES .......ccviiiiiiiiiiiiiiiiiieee s 29 57,698,858.82 41,291,638.68
Other 0perating iINCOME .....ivveeereeeee s ee e s e s e e e s s e e s s s e e e e e s e s s e s 31 4,072,558.17 5,730,671.97
Other Operating EXPENSES ......ccccuvrerreerrrsrirrrreeessssssrrrreeesssssnnrrreessssssnsnreeesssssnaeseess 32 16,133,533.57 10,757,377.76
Operating Profit ......ccciiniimmmmmmmsssessssss s ————————————— 240,959,017.59 164,958,049.39
FINANCIal INCOMIE .. e e e e e e e e e e e e ra e rnas 33 11,634,280.54 7,152,224.62
FINANCIAI COSES 1v.vivverertieiriitereiresestesesteseesestesesbesesbeesbesaesesbesesbenssbessesbesasesbesnsessennns 34 2,230,663.00 4,337,407.39
Profit before tax 250,362,635.13 167,772,866.62
INCOME tAX EXPENSE ....iieeiiiiiiesiieririies s e s rrrs s s s s s e s s s s s s errsa s s s s s e rsnn s san s aennsas 25 49,718,692.86 32,574,210.15
Profit after taX ... —— 200,643,942.27 135,198,656.47
Earnings per share:

BASIC «.vvevveevesessseenssnsssssssssasssessenssesssesesessess s st ss st es s st s st en sttt enens 24 8.17 6.06
DIIULEA 1ovvovteeeeseesscesscesssessenseesseesssessees s s sess s asse s eesseess et st et eesessstsrses 24 8.17 6.06
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Dom Development S.A.
Consolidated cash flow statements

for the year ended on 31 December 2007 and 2006

CONSOLIDATED CASH FLOW STATEMENTS

Period of 12 months

Cash and cash equivalents — closing balance

01.01- 01.01-
-31.12.2007 -31.12.2006
Cash flow from operating activities
Profit Defore taXation. .........ceuueereeriee e e 250,362,635.13 167,772,866.62
Adjustments:
[T =Tl =1 (o o Y 2,225,529.97 1,566,649.57
Profit/loss on foreign exchange differences 53,276.34 229,440.78
Profit/Ioss On iNVESEMENLES .....c.eeeviiiiiiiiiiireeee e 405,571.00 1,310,364.37
Interest paid and ACCIUEA ......ccoviiiiiiirir e 9,804,424.64 13,032,456.18
(O] 010 gLV U o] o PP UPRRN 5,622,309.10 1,505,790.64
Changes in the operating capital
ChangES IN PrOVISIONS. ....ciiiiiiiiriiie i nrrree 8,519,935.81 (714,106.82)
Changes iN INVENTOIY.....cuiiiiiiiriiie e e s nnnne e (264,879,067.44) (193,011,707.37)
Changes iN reCRIVADIES.........cueiiiiiiiiiiiiie e e e (13,662,088.29) (25,267,482.60)
Changes in short term liabilities excluding loans and borrowings..........ccccevveevireeerennnneennnns (17,202,894.46) 6,434,859.01
Changes N PrePAYMENTS. .....cuccerrrrreesesssrrrrreesssssrrrrreessssssrrrreeesssssssrrrreesssasssssnssnnssssesenens 16,051,497.16 21,211,286.41
Other adjuSEMENES.....ccvviiiiiiiieieieeeeee e e e 1,437,166.58 (720,729.76)
Cash flow generated from operating activities...........oinmmmmesnnniinm. (1,261,704.46) (6,650,312.97)
INEEreSt PAId......uvveeriiiiiiiirr i (12,628,193.19) (17,750,619.69)
Income tax paid (8,386,652.20) (5,900,234.61)
Net cash flow from operating activities.......ccccusmmmmmmmmmmsmsmssssnsmmmmmmnmmssssssa—mm. (22,276,549.85) (30,301,167.27)
Cash flow from investing activities
Proceeds from the sale of financial @ssets.........ccceiiiiiiii - -
Proceeds from the sale of intangible assets
and tangible fixed assets 480,343.45 562,699.92
Acquisition of intangible and tangible fixed aSSEtS .........ccovirrrireiiiriirree e (4,101,635.23) (1,982,248.95)
Acquisition Of fiNANCIAl @SSELS.......ivvirrrreriii i - (337,575.00)
Net cash flow from investing actiVities........ccvserersesrsesarsessmsessssessesssessessssssessassnes (3,621,291.78) (1,757,124.03)
Cash flows from financing activities......cisssseseeesssnimmmmmmmmmss s —————-
Proceeds from the issue of shares - 220,528,838.35
Proceeds from contracted loans and bOrrOWINGS. ........ovceeereeeeiinsrieeeee e e e 71,185,823.55 46,302,580.00
Repayment of 10ans and DOrTOWINGS.........uuveeriiiiiiirrrieeeeeessrrreee s s s sssrrrreeeseresrnrsaneeaaeees (113,516,474.02) (110,968,322.11)
Proceeds from the issue Of BONAS ....evviiieiciriiiiii i 200,000,000.00 30,000,000.00
Redemption Of DONAS ........coviiiiiiiiii (80,000,000.00) -
Payment of dIVIAENA .......coiiiiiiiiiiiiie e (3,684,033.30) -
Payment of financial 1€aSiNG lIADIILIES. ........v.v.veeeeeeerereeeeeeesesessesessessessenesssrenes (133,815.23) (107,148.39)
Net cash flow from financing activities. 73,851,501.00 185,755,947.85
Increase (decrease) in net cash and
cash equivalents.......cccciirirmmsiimmmmsmmmnessimmmessrrnnsssr s nnnsrnssnansrnn 47,953,659.37 153,697,656.55
Cash and cash equivalents — 0pening balanCe.......cocrrererersrarseressssersessessssassassasses 227,534,966.53 73,837,309.98
275,488,625.90 227,534,966.53
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Dom Development S.A.

Statements of changes in the consolidated equity
for the year ended on 31 December 2007 and 2006

STATEMENT OF CHANGES IN THE CONSOLIDATED SHAREHOLDERS' EQUITY

Share
premium Other Reserve Reserve Total
. ¥ ¥ Accumulated ,
. less capitals capital from capital from . shareholders'
Share capital . . unappropriated N
treasury (supplementary reduction of  the valuation equity
. . profit (loss)
shares capital) share capital of shares
options
Balance as at
1 January 2007..........ccourmennrnnnnies
24,050,372.00 230,370,719.33 79,301,372.18 509,850.00 1,505,790.64 156,143,838.13 491,881,942.28
Increase of the capital by the issue 509,850.00 1,163,943.94 ) ) ) } 1,673,793.94
Of ShAres.....ceevviieiieiee e
Creation of reserve capital from the
valuation of the share options.......... ) ) ) - 5622,300.10 ) 5,622,309.10
Transfer of retained profit to
supplementary capital..................... R } 112,254,923.36 ) - (112,254,923.36) B
Profit for 12 months ended on
31 December 2007 ........ccevvvvunninnnns
- - - - - 200,643,942.27 200,643,942.27
Dividend payment .........cccevrnnnnennnns
- - - — - (3,684,033.30) (3,684,033.30)
Balance as at
31 December 2007.......c000m0m0000000 24,560,222.00 231,534,663.27  191,556,295.54 509,850.00 7,128,099.74 240,848,823.74  696,137,954.29
Share
premium Other Reserve Reserve Total
i ¥ ¥ Accumulated ,
. less capitals capital from  capital from . shareholders
Share capital . ! unappropriated .
treasury (supplementary  reduction of the valuation equity
. . profit (loss)
shares capital) share capital of shares
options
Balance as at
1 January 2006..........ccormnnnrnnnnies
21,854,340.00 10,819,818.87 53,403,253.44 - - 47,333,300.40 133,410,712.71
Purchase and sale of treasury
ShareS.....ovveiiiiiieneninee e, R (71,570.89) R R R B (71,570.89)
Redemption of treasury shares........
(509,850.00) - - 509,850.00 - - -
Designation of profit for
remuneration paid to the
Management Board of Fort
MOKOEOW. ..o - - - - - (490,000.00) (490,000.00)
Increase of the capital by the issue
OF SIS, oo 2,705,882.00  227,294,088.00 - - - - 229,999,970.00
Net costs of the issue of shares....... (7,671,616.65)
- (7,671,616.65) - - - -
Creation of reserve capital from the
luation of th I ' options...
valuation of the employee’ options. ) ) ) - 1,505790.64 1,505,790.64
Transfer of retained profit to
supplementary capital...............oueee
PP v cap - - 25,898,118.74 - - (25,898,118.74) -
Profit for 12 months ended on
31 December 2006 ........cceeerveinenn. R R R R R 135,198,656.47 135,198,656.47
Balance as at
31 December 2006.........usssurernnnn
24,050,372.00 230,370,719.33 79,301,372.18 509,850.00 1,505,790.64 156,143,838.13 491,881,942.28
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Dom Development S.A.
Additional notes to the consolidated financial statements
for the year ended on 31 December 2007

ADDITIONAL NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Intangible fixed assets

Other intangible fixed Computer software Total
assets

GROSS VALUE
Balance as at 1 January 2006...........cummeens 533,613.87 1,237,661.39 1,771,275.26
AddItions ....evveveeeierereeee e 425,228.65 93,360.72 518,589.37
(Disposals) (5,924.10) - (5,924.10)
Balance as at 31 December 2006, 952,918.42 1,331,022.11 2,283,940.53
AddItionS ....vvveeeee i, 435,361.60 88,999.96 524,361.56
(DISPOSAIS) wvvveeeeerriirrrrereeeerinrereeeeeereans (347,267.52) (189,089.76) (536,357.28)
Balance as at 31 December 2007 1,041,012.50 1,230,932.31 2,271,944.81
DEPRECIATION
Balance as at 1 January 2006...........cc0mmeees 212,032.84 1,165,202.40 1,377,235.24
AddItionS ....evveeeeeiic e, 118,816.72 63,642.80 182,459.52
(DiISPOSAIS) veeeeeeeeereersseeerer e (5,924.10) - (5,924.10)
Balance as at 31 December 2006. 324,925.46 1,228,845.20 1,553,770.66
AddItIONS oo 458,555.59 88,524.38 547,079.97
(Disposals) (347,267.52) (189,089.76) (536,357.28)
Balance as at 31 December 2007 436,213.53 1,128,279.82 1,564,493.35
BALANCE SHEET VALUE
as at 31 December 20086.........ccxrreemnsrrnnsanens 627,992.96 102,176.91 730,169.87
as at 31 December 2007.......cccouummenrrmnnnnnnss 604,798.97 102,652.49 707,451.46

Intangible fixed assets are depreciated throughout their estimated economic useful lives, which for computer software is
2 years on the average. There are no intangible fixed assets with undefined useful lives.

As at 31 December 2007 there were no circumstances that would require the Group to write down its intangible fixed

assets.

The costs of depreciating intangible fixed assets were charged in full to general administrative expenses.

No pledges have been established on intangible fixed assets.

Note 2. Tangible Fixed Assets

TANGIBLE FIXED ASSETS

31.12.2007

31.12.2006

a) tangible fixed assets, INClUAING: ..iuieeeeeeiniiimmmmmss s —————
- land (including perpetual usufruct)
- buildings and constructions
- plant and equipment
= VBRI, 1ttt £ttt 11t £t 1 £ g1t g g g g g g g g g e g g e e e g g a e e e e nna s
- other tangible fixed assets
Total tangible fixed assets

1,347,188.68
105,786.95
745,206.23
3,523,578.37
825,702.45
6,547,462.68

1,470,385.40
109,522.34
713,207.83
2,198,823.23
1,042,614.66
5,534,553.46

Translation
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Dom Development S.A.
Additional notes to the consolidated financial statements
for the year ended on 31 December 2007

Machinery and

Land and other tangible

buildings Vehicles fixed assets Total
GROSS VALUE
Balance as at 1 January 2006..........cccuevervevrrennens 3,956,011.15 3,225,747.76 3,796,562.87 10,978,321.78
AItIONS oo - 1,143,440.00 708,219.58 1,851,659.58
(DiSPOSAIS) wvvveveiiiiiirrriine i (2,052,124.99) (608,385.88) (361,628.65) (3,022,139.52)
Balance as at 31 December 2006.........c..aueax 1,903,886.16 3,760,801.88 4,143,153.80 9,807,841.84
AddItions ....coooeveeeie 70,985.86 2,448,534.62 1,157,001.71 3,676,522.19
(DISPOSAIS) .evvveriiirirrriiee e (123,196.72) (1,297,733.52) (2,123,835.53) (3,544,765.77)
Balance as at 31 December 2007................. 1,851,675.30 4,911,602.98 3,176,319.98 9,939,598.26
ACCUMULATED DEPRECIATION
Balance as at 1 January 2006.............eeveemmennnennnn. 273,013.21 1,396,016.90 2,043,942.46 3,712,972.57
AdAItioNS ...eevveeeeeee e e 65,691.51 664,656.00 653,842.54 1,384,190.05
(Disposals) (14,726.30) (498,694.25) (310,453.69) (823,874.24)
Balance as at 31 December 2006.... 323,978.42 1,561,978.65 2,387,331.31 4,273,288.38
Additions ............ 74,721.25 825,029.19 779,735.98 1,679,486.42
(Disposals) - (998,983.23) (1,561,655.99) (2,560,639.22)
Balance as at 31 December 2007.........cccuuuee 398,699.67 1,388,024.61 1,605,411.30 3,392,135.58
BALANCE SHEET VALUE
as at 31 December 2006..........ccxsreemmmnsrnnnnins 1,579,907.74 2,198,823.23 1,755,822.49 5,534,553.46
as at 31 December 2007.........cummmmmnnmssnnnassns 1,452,975.63 3,523,578.37 1,570,908.68 6,547,462.68

As at 31 December 2007 the Group created a revaluation write-off for tangible fixed assets in the net amount of PLN
1,194,062.49. The whole amount of PLN 1,194,062.49 represents constructions. The above amount has been

appropriately accounted for in the disposals in the table above.

The additions to tangible fixed assets are the result of tangible fixed asset purchased or tangible fixed assets produced

by the Group.

The table below presents the net values of tangible fixed assets produced by the Group.

31.12,2007 31.12.2006
Buildings (individual commercial SPACE) ........ceeviiiiiiirrrrieiiiiiirrrr s 76,748.27 78,890.08
{0007 13 1 £ T o o PP 29,038.68 30,632.26
Total net tangible fixed assets produced on the Group’s own account 105,786.95 109,522.34
The cost of depreciating tangible fixed assets were charged in full to General administrative expenses.
No security interests have been established on the fixed assets.
BALANCE SHEET TANGIBLE FIXED ASSETS

1.12.2007 1.12.2
(OWNERSHIP STRUCTURE) 3 00 3 006
Lo e T 3,003,516.73 3,181,393.42

used on the basis of rent, tenancy

or similar agreements, including lease agreements, in this: .............
Sl (=T 1 o PR

Total balance sheet fixed assets.

3,543,945.95

3,543,945.95
6,547,462.68

2,353,160.04

2,353,160.04
5,534,553.46

OFF-BALANCE SHEET

TANGIBLE FIXED ASSETS 31.12.2007

31.12.2006
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Dom Development S.A.
Additional notes to the consolidated financial statements
for the year ended on 31 December 2007

used on the basis of rent, tenancy

or similar agreements, including lease agreements, in this: .........cccccceeriinriieeeen s 261,000.00 232,500.00
- value of assets under operating l€ase..........coceevieriiniiniiinienin s 261,000.00 232,500.00
Note 3. Assets available for sale
31.12.2007 31.12.2006
Gross assets available fOr Sale..... . 1,347,188.68 1,660,391.02

Write-off revaluating assets available for sale .........ccccciiiiiiiii
Net assets available for sale......cciiiiiiiiiiniiieiiniinimmeinesnsrs ..

1,347,188.68

(190,005.62)
1,470,385.40

The tangible fixed assets for sale consist of building lots designated for sale.

Note 4. Leasing

The Group is a party (as a lessee) to lease agreements relating to the fixed assets which are recorded in the books of
account as financial leases. The lease agreements are as a rule concluded for a period of 3 years and as such all
liabilities are also due within 3 years. The subjects of the leases are cars. The agreements contain a clause about the
possibility of purchasing the fixed assets after the expiration of the lease agreement.

LEASING 31.12.2007 31.12.2006
GrOSS fIXEA @SSELS...ciiiiiiiiiiii it 4,723,989.08 3,597,633.45
D71 o] =Tl = o o Y (1,180,043.13) (1,244,473.41)
Balance sheet value of tangible fixed assets.......ccc.uummmmmiimmmmmimmmnmsinmmeninesieseen. 3,543,945.95 2,353,160.04
Leased assets as a % Of total fiXed @SSELS....uuuiiiiriiirrreriiiiriirre e snreees 54.13% 42.52%
Leasing liabilities........cuumeuiirmnmnsimmmmmsimmnemsinmnmssimmmensssmmnesssinmsnssssmmsnssssnnnnssssnnnnsssnnnnssnes 2,559,197.48 1,277,076.17
D iati f |

eprec.latlon 0 ease.d assets 797,090.52 581,805.95
recognised as OPerating COSES ......ivvuurrriiiiiiiiiiri
Interest on lease agreements recognised as financial COStS..........cccvvrvieiiiiiiiirriiesiiiiensreeennns 133,815.23 99,157.53

The fair value of the Group’s leasing liabilities corresponds to their book value.
The Group's leasing liabilities are secured on the fixed assets that are the subject of the lease agreements.

The minimum value of lease payments and their current value do not differ significantly from the value of the lease
liabilities listed under long and short term liabilities on the balance sheet.

Note 5. Investments in associated entities and jointly controlled entities

The Group holds 46% of the share capital and has a 50% participation in the management of the limited liability
company Dom Development Grunty sp. z 0.0., whose activities consist in buying and selling land. The company's shares
were valued at PLN 23,580.00 as at 31 December 2007 and PLN 23,580.00 as at 31 December 2006. Due to accounting
losses, these shares were revalued to PLN 0 as at 31 December 2006. In 2007 these shares were not revalued and their
net value remained unchanged.

The Group - trough the Company - holds 40.32% of the share capital and has a 0% participation in the management of
Towarzystwo Ubezpieczen Wzajemnych ,Bezpieczny Dom” (“Towarzystwo”). Furthermore, the co-subsidiary Fort
Mokotow sp. z 0.0. holds 4.03% shares in the Towarzystwo. The nominal value of the shares of the company owned by
the Group was PLN 1,049,000.00. Due to losses incurred by Towarzystwo in 2006, the shares were revalued to PLN
825,924.00 as at 31 December 2006. In 2007 as the result of profit earned by Towarzystwo, the earlier write-downs
were reversed and as at the balance sheet date the net value of the shares was equal to the historic cost at which they
were purchased.
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Dom Development S.A.
Additional notes to the consolidated financial statements
for the year ended on 31 December 2007

Information about associated entities

Dom Development Grunty sp. z o.0.

Balance sheet date 31.12.2007 31.12.2006
Financial data:

CUTENE @SSELS... . vvieeeevesiassessesesssssessessssssssessssssebessssstsbesessssstesesssssssbesssssessesssstssessssssssees 86,245,308.43 33,458,895.99
FIXEA @SSEES.1euveverereireseiriseesessesestesesbesessesaesesbesesbesssbensebesaebesbebesbeseabeseebesbebesbenebesreennesnns 26,000.00 6,000.00
Shareholders’ equity (286,304.37) (125,044.07)
Short-term liabilities 86,532,612.80 33,589,940.06
Long-term liabilities..........uereiiiiiieiiee e - -
OPEFALING FEVENUES. .. veuveuetereeteseesestesesteestesetesessesaesessesesbenesteestesaesestesesbenestensatesseensesnes 12,559,503.21 23,190,982.61
Net profit/(loss) (161,260.30) (8,067.94)
Value of shares recorded in the holding company at purchase prices 23,580.00 23,580.00
REVAIULION WHEE-Off...viuieiveriisisreree st sttt st bbb (23,580.00) (23,580.00)
Net balance sheet value of shares - -
0/ SEAKE 1uvveureueeseueeseseesesseseseseeseseeseseesessesensesesesseseasesensesenseseseneaseseeaenserensesenseresereasesnes 46% 46%
Towarzystwo Ubezpieczen Wzajemnych ,Bezpieczny Dom”

Balance sheet date 31.12.2007 31.12.2006
Financial data:

TOLAI @SSELS .vververerrereereeeresteseesesesseesteseesessesessesesseseeseseebessebessenesbeneesessebesseseesbesaeesrennness 5,333,160.43 3,903,516.99
SharehOldErS’ EQUILY.....cveiveueiieerteistereete st e ettt st s bt sa b b eresbe e be e beseenbesreenes 2,831,348.21 1,869,797.79
NEL PIOfIt (IOSS).riuvevireeresrerisresessiseessseesssteessesessssassssaesssbesssbssessssessssbesesbasssbeseessstesssbenessnes 511,550.42 167,250.79
Shares in the NOMINAI VAIUE .........uuuueiiiiiiiiiiiiiiiiiiieieeaee s reressssssssssssrssnna e s eennass 1,049,000.00 1,049,000.00
00 SEAKE (@) vuvvreerersererseresessesessesnsseeessessssessenssssnsssensssessssssssnsssentssesssssssensssessesseesseseess 42.30% 51.68%
(a) The stake of the Company has been calculated with consideration given to the shares held by Fort Mokotdw sp. z o.0.
Information about jointly controlled entity

Fort Mokotow sp. z o.0. (b, )

Balance sheet date 31.12.2007 31.12.2006
Financial data:

CUITENT @SSEES. .. e 46,361,520.91 146,777,307.54
=T =TT 284,414.32 333,695.20
Shareholders’ EQUILY. ... ... e 36,512,017.67 95,664,945.11
Short-term labiIltIES. ... .ii i ceeeeee i e e e e e ereee 3,002,067.01 17,467,605.77
LONG-term [abiliLIES. ....ceeeeeeieeiiiiieiiiiiiiiiiiieeteeieeee i s e e e e e ee e e e e e e e eeeeeeeereeseeeseessssssesernren s arennnss 1,559,093.94 1,244,778.97
(O] o =T = T Lo T Y= o T =TT 15,472,511.26 314,098,205.25
OPEIALING COSES 1rrrvrrrrrrrurnunnrussssrensssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssennnnssenenn 16,093,314.90 230,734,286.31
1L o ) 17 [0 11 S PT 847,072.56 69,863,183.91
I =] PP PPP 49% 49%

(b) For the purposes of the financial statements prepared in accordance with IFRS/IAS, Fort Mokotéw sp. z 0.0. is consolidated by

means of the proportional consolidation method and treated as a joint venture.

(c) The balance sheet and the income statement were restated in accordance with the holding company’s accounting policies.

The table below presents the effect of the revaluation of the shares of the associated entities in the income statement in

the consolidated financial statements:

01.01- 01.01-
-31.12.2007 -31.12.2006
Revaluation of the shares of assoCiated ENLILIES ..........ccccvveeeereeeerseeerseesesrisesersesrseesrssreeans 205,649.00 84,434.08
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Dom Development S.A.
Additional notes to the consolidated financial statements
for the year ended on 31 December 2007

The Group values shares in the associated companies by means of the equity method in the consolidated income
statement in the items ,Other operating revenues” and , Other operating costs”. Due to the fact that the value of the
above described entities is immaterial for the purposes of calculating the consolidated income statement, they are not
presented separately.

Note 6. Long-term receivables

As at 31 December 2007 and 31 December 2006 the Group lists long-term receivables relating to the established
deposits in the amount of PLN 1,552,195.11 as at 31 December 2007 and PLN 1,517,905.36 as at 31 December 2006.

All these receivables are denominated in PLN.

There is no need to write down the value of long-term receivables.

Note 7. Inventory

INVENTORY 31.12.2007 31.12.2006

Prepayments for inventory (Iand) ........occveriiriiiiiiiii i 150,853,494.85 104,632,284.25
in this at purchase prices/production COSES ........cuiiiimmiririiiiir 150,853,494.85 104,632,284.25
in this revaluation Write dOWN .......cooiiiiiiiiiiii s - -

Semi-finished goods and WOrK iN Progress .........occeeeeeeeiiiininreeene e 611,762,619.91 477,574,316.97

in this at purchase prices/production COSES .........uuiiiirrrreriniriiiiiirere e
in this revaluation write down

Finished goods .......cccceevvrermmreeeeensnnnneeeee e
in this at purchase prices/production costs ....

619,269,922.55
(7,507,302.64)

99,741,811.86
100,697,754.13

481,187,549.05
(3,613,232.08)

12,657,912.23
13,808,292.07

in this revaluation Write dOWN .......oooviiiiiiiiiiiiri s (955,942.27) (1,150,379.84)
GOOMS fOF FESAIE. ..vvuvuuuuuruurunnnnnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssssnsnnnnnnnnnnnnnn - -
in this at purchase prices/production COSES .........iuiiirrrmreririiiiniiireree e - -
in this revaluation Writ€ dOWN .......ooeeciieiiei e - -
TOLAD 1eceuuuuiiiirrnnnnnmnnasssssssnnrrnnsnssssssssssnnnrnnnsnssssssssssnnmnnssnsssssssssssnssssssnnnsssssssssssssnsnssssnns 862,357,926.62 594,864,513.45
01.01. 01.01.
WRITE-OFFS REVALUATING THE INVENTORY - 31.12.2007 -31.12.2006

Balance as at 1 JANUAIY.uesessssesssssssrmnnasssssnnsssssnnssssssnnsssssnnsssssnnnsssssnnnsssssnsssnsssnnssnssnnnsenn 4,763,611.92 3,336,449.24
Increase .... 3,894,070.56 4,125,222.74
REIEASE ... 194,437.57 2,698,060.06
Balance as at 31 DECEMDET......cciueeuiiiimmnuimmnmmnsirrnnmssirrsnssssmnnnssssrnnnsssrsnssnnssnnsssnssnnses 8,463,244.91 4,763,611.92

The costs and revenues related to creating and releasing revaluation write-offs are recognized in other operating activity.

Balance sheet value of inventories used to secure the payment of liabilities

SECURITY ON INVENTORIES - MORTGAGE 31.12,2007 31.12.2006

Balance sheet value of inventory used to secure liabilities .........cooeiviiiiiiiiiiiiiiii e, 170,368,777.61 203,611,779.32
Amount of security — purchase of real €State ..........cccccevevieiiveeeiecece e - 60,000,000.00
AMOUNE Of SECUNLY = [0BNS +..viviiviitiiristisie st st st st ste st sbe s sbesbe b sbe b e sbesbesbesbesbesbesbesareas 250,846,384.08 229,571,730.78

Amount of SECUNtY = DONAS ....ccciiiiiiiiiiiiiiiiiiiie e

160,000,000.00

Preparatory work

If there is no certainty as to the possibility of purchasing a plot of land for a potential project, the costs of preparatory
work associated with the project are disclosed as costs in the consolidated income statement of the Group during the
period in which they occur. Remaining preparatory work is capitalised under work in progress.
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Dom Development S.A.

Additional notes to the consolidated financial statements

for the year ended on 31 December 2007

The below table presents preparatory work recognised in the income statement.

01.01- 01.01-
-31.12.2007 -31.12.2006
PHEDAIALOTY WOTK.....ververeerrenneeneesceseeneenneenneesceseesecnneeneeseeeeeneenneenecneeseesecmsesensenecs 811,829.80 692,591.19

Construction contracts

Revenues, costs and the resulting work in progress are accounted for by means of a percentage of completion method,
described in the section entitled ,Introduction to the consolidated financial statements”.

SETTLEMENT OF WORK IN PROGRESS

31.12.2007

31.12.2006

Planned revenues relating to current contracts

Planned costs related to current contracts................

Planned margin relating to current contracts

Cumulative revenues recognised in income statement
Cumulative costs recognised in income statement.
Cumulative margin recognised in income statement

Remaining margin to be recognised in future periods
Percentage of remaining margin to be recognised in future periods

1,151,304,000.00
749,016,860.09

402,287,139.91

460,212,374.31
290,386,103.96
169,826,270.35

232,460,869.56
57.78%

1,226,525,000.00
745,557,462.78

480,967,537.22

326,946,250.18
202,882,430.13
124,063,820.05

356,903,717.17
74.21%

The table below presents the value of liabilities on account of guarantee deposits withheld in relation to the execution of
investments under construction projects.

31.12.2007

31.12.2006

Withheld guarantee deposits

33,808,107.49

24,229,227.62

Note 8. Trade and other receivables

As at the balance sheet date the trade receivables and other receivables amounted to PLN 65,914,745.14 as at 31
December 2007 and PLN 60,807,971.57 as at 31 December 2006.

The Group created provisions revaluating the receivables which have been disclosed under ,Other operating costs”.

The revaluation write-offs have been created based on the Group's best knowledge and experience.

AGING STRUCTURE OF TRADE RECEIVABLES

31.12.2007

31.12.2006

up to 3 months.......cceevvvnnnnns
from 3 to 6 months
from 6 months to 1 year

Above 1 year........ccoevevennnnne
Gross trade receivables

Write-offs revaluating the receivables
Net trade receivables,

24,597,552.87
2,575,779.59
991,285.25
3,119,269.15
31,283,886.86
(2,247,021.74)
29,036,865.12

19,429,489.08
1,694,816.84
2,050,847.96
1,848,617.53
25,023,771.41
(1,068,749.65)
23,955,021.76

TRADE AND OTHER RECEIVABLES

31.12.2007

31.12.2006

Trade receivables

29,036,865.12

23,955,021.76

Receivables from the related entities.. 8,230.81 29,360.46
B L0l o] =T3RS 36,860,241.73 36,807,175.53
Other receivables 9,407.48 16,413.82
B [P 65,914,745.14 60,807,971.57
CHANGE IN THE WRITE-OFFS REVALUATING TRADE AND OTHER RECEIVABLES 01.01- 01.01-
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Dom Development S.A.
Additional notes to the consolidated financial statements
for the year ended on 31 December 2007

-31.12.2007 -31.12.2006
(0] 071 11T [ 0T 1= g Tol 3PP 5,894,703.65 6,356,997.76
a) Additions 1,487,733.74 300,000.00
b) Disposals 4,835,415.65 762,294.11
Closing balance 2,547,021.74 5,894,703.65

As of the balance sheet dates there were no trade or other receivables in foreign currencies.

The costs and revenues associated with creating or reversing provisions are recognised under other operating activities.

Note 9. Cash and cash equivalents

Cash and cash equivalents are represented by cash at bank, cash on hand and other short-term financial assets which
will mature within 3 months. The book value of these assets corresponds to their fair value.

CASH AND CASH EQUIVALENTS 31.12.2007 31.12.2006

Cash on hand and at Bank ... 15,048,078.62 10,302,819.25
Short-term deposits and treasury billS..........uuviiccrreeies e 259,848,004.27 216,934,184.07
[ 6 =] PSR 592,543.01 297,963.21
TOLAD 1eeeuuuusinrrrrnnnnnnssssssssnnnrsnsssssssssssssnnnnssssssssssssssnnnssnsssssssssssssnnnssnssssssssssssensnsnnssssnnss 275,488,625.90 227,534,966.53

Note 10. Other current assets

31.12.2007 31.12.2006
OTHER CURRENT ASSETS.....cuuuuumsmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmsssssssssssssssssssnsnnnssssssssnnssssnnes 26,424,785.21 23,669,995.65
Including:
Future receivables from completed developments........ccccvvviierrinniinsieeeee e 22,834,851.24 21,444,241.58
Deferred costs 3,589,933.97 2,225,754.07

All uninvoiced amounts related to sold units at the developments with occupation permits (completed developments) are
posted to the balance sheet as ,other current assets”.

Note 11. Share capital

SHARE CAPITAL (STRUCTURE) AS AT 31 December 2007

Series/ Type of Limitation of Number of Nominal Capital Registration R_Iqht to
) Type of shares . value of covered dividend
issue preference right to shares shares o ) date .
series/issue with (since)
A bearer - - 21,344,490 21,344,490 cash 12.09.2006  12.09.2006
F bearer - - 2,705,882 2,705,882 cash 31.10.2006  31.10.2006
H bearer - - 172,200 172,200 cash 14.02.2007  14.02.2007
I bearer - - 92,700 92,700 cash 14.02.2007  14.02.2007
J bearer - - 96,750 96,750 cash 14.02.2007  14.02.2007
L bearer - - 148,200 148,200 cash 14.02.2007  14.02.2007
Total number of shares 24,560,222
Total share capital ......ccccormeeiinmmmmiimmmmssmmee———. 24,560,222
Nominal value per share = PLN 1
SHARE CAPITAL (STRUCTURE) AS AT 31 DECEMBER 2006
Nominal ital Righ
Series/ Type of Limitation of Number of omina Capita Registration _Ig tto
] Type of shares . value of covered dividend
issue preference right to shares shares o ) date .
series/issue with (since)

A bearer - - 21,344,490 21,344,490 cash 12.09.2006  12.09.2006
F bearer - - 2,705,882 2,705,882 cash 31.10.2006  31.10.2006
Total number of shares .........ccccccciimmeesirnesnnesnneirnnnnnn. 24,050,372
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Total share capital .......ccouummmmmmmmmnnnmsssssimmnmnmmnsssssssen 24,050,372
Nominal value per share = PLN 1

On 27 October 2006 the agreement with CDM PEKAO S.A. ("CDM") was concluded regarding taking up 96,750 J series
shares in the increased share capital of Dom Development S.A. (the afore-mentioned shares concern the Management
Share Option Programme IB in which CDM PEKAO S.A, pursuant to depositary agreement dated 26 October 2006 CDM
PEKAO S.A. is a depository in this programme).

On 28 January 2008 UniCredit CA IB Polska S.A. and Centralny Dom Maklerski Pekao S.A. signed an agreement
concerning the sale of a branch constituting an organized part of CDM, pursuant to which the comprehensive brokerage
services within UniCredit S.p.A. capital group that were previously rendered by CDM on behalf of the Polish and foreign
institutional clients will now be rendered exclusively by UniCredit CA IB Polska S.A.. As a result, all rights and obligations
arising from the trust agreement signed with CDM on 26 October 2006 were assumed by UniCredit CA IB Polska S.A. on
28 January 2008.

Description of changes in the share capital of the holding company in the period from 1 January 2007 to
the date of preparing these financial statements.

On 29 December 2006 the Extraordinary General Shareholders’ Meeting adopted Resolution no. 8 concerning the
amendment of the Resolution no. 5, dated 2 August 2006 on the increase of the share capital from the amount of PLN
24,050,372 to the amount of PLN 24,560,222 by issuing 172,200 H series ordinary bearer shares, 92,700 I series
ordinary bearer shares, 96,750 ] series ordinary bearer shares and 148,200 L series ordinary bearer shares;

On 14 February 2007 the District Court for the capital city of Warsaw 12th Commercial Division of the National Court
Register issued the ruling concerning the registration of an increase in the share capital to the amount of PLN
24,560,222 in connection with the issue of 172,200 H series ordinary, bearer shares, 92,700 I series ordinary bearer
shares, 96,750 J series ordinary bearer shares and 148,200 L series ordinary bearer shares.

List of shareholders who have, directly or indirectly through subsidiaries, at least 5% of the overall
number of votes at the Shareholders Meeting as at 31 December 2007

Number of votes at
% of votes at the

Shares % of capital the Shareholders Shareholders Meeting

Meeting
Dom Development B.V. .....ccoooiiiiiiiiiinieeeee 15,496,386.......cccciinnnn 63.10... 15,496,386 63.10
JaroStaw SZan@jCa......eeeeeeerrrsrrrerreessssnnrrrreesssssnnnreeeeenss 1,734,050......cccciiiiiiiinins Z.06... 1,734,050 7.06
GrZegOrzZ KielPSzZ....ccueveeeeeeee e 1,390,750......cciiiiieeeieeens 5.66... 1,390,750 5.66

The shares of Dom Development S.A. or rights thereto (options) owned by the persons performing
management and supervisory functions at Dom Development SA as at 31 December 2007

Shares Share Options Total
Management Board
JaroStaW SzZanajCa......cooveeeeiiiiiiieieeeree e 1,734,050 - 1,734,050
Grzegorz KietpSz.......ooooeiiiii i 1,390,750.....cccciiiiiiiiinnns - 1,390,750
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Shares Share Options Total
Leszek Piotr NatECZ ...covveeeiee e EUUUUUUUUUUU N 40,000 40,000
JEIZY SIUSAISKI eveeerererereeereeesesessessessesesesesesesesessessessessnnssesnaes 363 s 36,850 37,213
JaNUSZ STOlArCZYK......uuuuin 106,200.....cccuuiiiiieiennnns 20,850 127,050
TEITY ROYAOM.v.evveeseseeseeseseeseseeneseesessenesseneseessssessesenesseneesenessenens 58,500 ....c0rerereereennn 50,000 108,500
Supervisory Board
ZygMmUuNt KOSEKIEWICZ .vvvvvviiiceirreiiessissiirre e s sssrene e e sssnrree e s 39,376 e - 39,376

Note 12. Share premium less treasury shares

01.01- 01.01-
SHARE PREMIUM LESS TREASURY SHARES -31.12.2007 31.12.2006
Opening balance ... 230,370,719.33 10,819,818.87
Decrease/increase on account of share issue and purchase/sale of treasury shares ........... 1,163,943.94 (71,570.89)
Increase on account of public issue of new F series shares ..., - 219,622,471.35

Closing BalanCe ...uuueeeeeeiiiiimninnissss 231,534,663.27  230,370,719.33

”

In the 12-month period ended on 31 December 2007, the value of the item “Share premium less treasury shares
increased by PLN 1,163,943.94 as a result of registration of 509,850 bearer shares (H, I, J and L series shares).

As a result of the public issue of shares the share premium increased by PLN 219,622,471.35 in 2006. The earnings on
account of the issue of shares amounted to PLN 229,999,970, of which PLN 2,705,882 was accounted for in the share
capital (nominal value of F series shares) and PLN 227,294,088.00 constitutes the share premium. The costs of the issue
amounted to PLN 9,471,131.65 and were decreased by the amount of the corresponding reduction of the CIT liabilities,
i.e. PLN 1,799,515.00.

Treasury shares
In the 12-month period ended on 31 December 2007 the Company did not hold any treasury shares.
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Treasury shares held by the Company in the period from 1 January to 31 December 2006 have been presented in the
table below:

MOVEMENTS IN TREASURY SHARES in the period 01.01.2006—31.12.2006

Number
Series of Nominal value Balance sheet value Method and purpose of acquisition
shares

Acquired as a result of the take over of
Dom Development Capital sp. z 0.0. by
E 417,150 417,150.00 1,650,495.97  the holding company in 2003. Shares
issued as part of a Management Share
Options Programme* (Incentive Plan I).

Acquired from former management

F 36,000 36,000.00 149,760.00
team member
as at
01.01.2006 Total 453,150 453,150.00 1,800,255.97
. F 172,200 172,200.00 482,160.00 i
Additions G 92,700 92,700.00 220,626.00 Shares purchased for redemption
Sale of the shares to Member of the
. 149,760.
F (36,000) (36,000.00) (149,760.00) Supervisory Board
E (72,000) (72,000.00) (284,875.25)  Sale of the shares to Members of the
Disposals E (77,700) (77,700.00) (307,427.87) Management Board and the Supervisory
E (22,500) (22,500.00) (89,023.52) Board (exercised share options)
E (417,150) (417,150.00) (1,451,329.33) Redemption of treasury shares
G (92,700) (92,700.00) (220,626.00)
as at

31.12.2006 Total - - -

* Management Share Options Programme has been described in note 37.

Note 13. Additional information on shareholders’ equity
As at 31 December 2007 and 31 December 2006 the Company's shares were not owned by any of its subsidiaries.

There are no minority interests in the subsidiaries which are consolidated in full, as the Company owns 100% of their
share capital.

Note 14. Loans and borrowings

Borrowings
As at 31 December 2007 and 31 December 2006 the Group did not have any outstanding borrowings.

Loans
LOANS DUE WITHIN 31.12.2007 31.12.2006
< PPN 37,005,453.52 98,915,383.99
More than 1 year less than 2 years 41,779,280.00 22,200,000.00
More than 2 years less than 5 years - -
More than 5 years ......ccccceevivinnneenn. - -
e = 1 - T T 78,784,733.52 121,115,383.99
1ol [8a 1 Te BN (T3 Ta B (=] o o 41,779,280.00 22,200,000.00
ShOMt-terM 37,005,453.52 98,915,383.99

As at 31 December 2007 and 31 December 2006 all of the loans were contracted in Polish Zloty and the Group had no
loans in foreign currencies.

LIABILITIES ON ACCOUNT OF LOANS as at 31.12.2007
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Outstanding loan
Amount of loan — as per u 'ng

i amount (less accrued
Bank Regns_tered agreement . ( Interest rate Due date
office interest)
in thousand currency in thousand  Currency
BOS S.A. Warsaw 30,000 PLN 15 PLN WIBOR 1MT 23.04.2008
Bank’s margin*
PKO BP Warsaw 7,241 PLN 7,241 PLN WIB,O R le 01.04.2009
Bank’s margin*
PKO BP Warsaw 40,000 PLN 20 PLN WIB,OR lM-_'— 15.03.2008
Bank’s margin*
BOS Warsaw 40,000 PLN 30,000 PLN WIB,O R 1MT 30.09.2008
Bank’s margin*
. WIBOR 1M+
ING BANK SLASKI Warsaw 39,613 PLN 39,613 PLN ,O . 30.09.2009
Bank’s margin*
PeKao S.A. Warsaw 18,956 PLN 1,896 PLN WIB,OR lM-_'— 29.02.2008
Bank’s margin*
Total 175,810 78,785

*) Not disclosed due to commercial reasons.

The Group’s Management Board estimates that the fair value of the loans and borrowings contracted by the Group is

almost equal to their net book value.

Note 15. Liability and assets for a deferred income tax

LIABILITY AND ASSET FOR A DEFERRED INCOME TAX — effect on consolidated balance sheet

Deferred income tax liability
Foreign exchange differ@NCES .......coeviiiiiiiiiiiiiiiiiiieieeeeeeeeeece e e e e e e e e e

g1 CT ] - Lol U= AP P PP
Profit on the settlement of contracts calculated by means of the percentage of completion
method

Result on the sale of facilities — without legal ownership transfer agreements.............ccvvvveene.
Provision for receivables .........cooviiiiiiiiii

Total deferred income tax liability........ccommmremmmemsssimmmmmmmmssss .
Accounted for in the financial result
Accounted for in the shareholders’ equity.
Deferred income tax assets

Provision for the housing estates COSES.........cvvrrrrriiiiiiiiiirrie e

24,932,320.00

58,055,684.63
375,324.00
4,204,474.00
179,832.00
87,875,959.63
87,875,959.63

4,418,777.00

01.01- 01.01-
-31.12.2007 -31.12.2006
31,447.00 37,933.00
96,878.00 52,537.63

23,572,126.00
27,628,151.62
541,587.00
171,901.00
52,004,236.25
52,004,236.25

1,090,229.00

JE Y A Lo R A LTz T Lo Lo PO 1,436,459.00 878,702.00
Revaluation of the fiXed @SSELS ....ureriiiiiiiiiiriiiis i e e s e e e eerereaas - 36,101.00
Write-offs revaluating the reCeIVADIES. .........ecvireeeiriieere ettt besrerssbe e be e sresneesbeeneas 1,881,908.00 850,731.92
Provision for employee benefits... 836,519.00 791,090.00
PrOVISION fOr OLNET COSES...veuveurererrieeieieeeeeeseeseeeeeeseeseeseeseeseeseeseeseeseesesseeseeseeseesessesseeseeseen 933,094.00 1,450,098.00
Tax loss for the years 2002-2004 to be settled by FOrt MOKOLOW........ueeevvuveerrievnnrnrnrnreenneeeeees - 1,545,032.67
Other provisions (FOrt MOKOLOW) .....veceiveresrereesesseresienestesessessssessesessesssessssessesessesssessesssessenss 240,873.83 61,579.55
CONSOlIAALION EXCIUSIONS. .. veuviveeeiriseessseetsretssesesreseesssessestesesressssesssssseessstesessessbesssssesssesseens 821,134.00 770,173.00
OENEE «evveeeeeeeeeeeeeeeeeeeseeseeseeeseeseeseeseseseseesesessseeseeeeseesseessseesseeesseeseseseseesseeesseessessseeseeenesesnns 9,208.00 43,528.00
Total deferred INCOME taX ASSELS....ccvvcerrrrrsserssrrsserssnssssnssssssssnssssnsssnssssnsssssssssssnneneans 10,577,972.83 7,517,265.14
Accounted for in the financial result 10,577,972.83 7,517,265.14
Accounted for in the shareholders’ equity - -
DEFERRED TAX — effect on the consolidated income statement
01.01- 01.01-
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-31.12.2007 -31.12.2006
Deferred income tax liability
Foreign exchange differences (6,486.00) (522,785.00)
Interest accrued 44,340.37 (31,678.43)
Profit on the settlement of contracts calculated using the percentage of completion method . 1,360,194.00 5,965,376.87
Result on the sale of flats — without legal ownership transfer agreements..........c.cceveveevereeneen. 30,427,536.37 14,926,030.62
PrOVISION fOF SAIES FEVENUES.......veeveiveiteireirististestestessesaesaesaesaesbesaesaesbesaesaesbssbesbssbessressnsessanas 3,662,887.00 (3,124,989.00)
PrOVISION fOr FECEIVADIES ....vviveeiseretiisistesee st ese sttt e e e et s be s e bsbesssesssbebesbesbesbesessbesbesenns 375,324.00 -
(0431 PP PP SPPPPN 7,931.00 (185,130.00)
Total change in deferred income tax Hability......ccccceorisrssnssmssnrssnssssssssnnsssssssssnsssans 35,871,726.74 17,026,825.06
Deferred income tax assets
Provision for the hoUSING EStAtES COSES.......uuuirerirririrririeresieeste e te et seeresberesbe e b e e b saenes 3,328,548.00 (221,970.00)
Costs of the finished goods SOIA..........ccurrreiiiiiirsrrrree e e e e e eeees - (322,163.00)
Y10 VA L= T Lo L4 PR 557,757.00 308,429.00
REVAIUGLION O the fIXEA @SSELS....uvrveeerrieesrisesrisesssseeesseessesessesessssessssaesesbessssessssesesseesssseesss (36,101.00) 36,101.00
Write-offs revaluating the receivables and Other rESEIVES..........ceviveeeirireereireresreesresesreseeresnens 1,031,176.08 208,699.92
Provision for employee benefits 45,429.00 304,137.00
Provision for costs (517,004.00) 887,057.00
Tax loss to be settled by Dom Development S.A........ccueriiiiiiiiiiire e - (1,654,538.00)
Tax loss for the years 2002-2004 for settlement by Fort MOKOtOW.........ccccveeiieeeiieneesiiiineenennnn (1,545,032.67) (1,545,033.51)
Provision for disputable Cases............cccccvviiiii - (430,663.00)
Other provisions (Fort Mokotow) ... 179,294.28 (81,975.20)
CONSOlIAALION EXCIUSIONS. ... veviivivestistestestestestesrestesbesbesbesbesbesbesbesbesbesbesbessesbesssesssbessssnsssenans 50,961.00 275,233.00
COStS Of the SNArES ISSUE ..vviiieiiieeiiiii it - (1,799,515.00)
[0 14T USROS (34,320.00) (118,297.00)
Total change in deferred iNCOMeE tax aSSetS......ccvrurrmrrserrmrsrsssrsrssersssssesssessarssessssannss 3,060,707.69 (4,154,497.79)
Net change in provision/asset for a deferred income tax — effect
on the income statement.........cciiieiiiniiiciiinsimnin s s naasrnnsnan 32,811,019.05 21,181,322.85
Note 16. Bonds
BONDS 31.12.2007 31.12.2006
Nominal value of the issued bonds .......ccccccemmmmmmmmiminin s ——————————— 200,000,000.00 80,000,000.00
Interest due for payment as at balance sheet date disclosed in the item - Accrued liabilities
and deferred INCOME wuusssssrssrssssssnsssssssssssssnnnnnsssssssssssssnsnnsnsssssssssssssssnnssssssssssssssnsnnnnnnssnssss 1,250,900.00 1,594,138.05
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As at 31 December 2007 one issue of bonds by the Company took place:

On 5 November 2007 the Company and Bank BPH S.A. signed a Bond Issue Program Agreement. During the seven-year
term of this program, Dom Development S.A. intends to issue mid-term bonds (with a maturity date exceeding 1 year,
but not 7 years) with the total value of no more than PLN 400,000,000, which is to be construed as the nominal value of
all issued and unredeemed bonds on any day of the term of the Program. The return on bonds shall depend on the
market conditions on the sale date and calculated according to WIBOR 3M + margin. The proceeds from the bonds will
be used for financing the development of the Company. The bonds shall be issued in series and offered to selected
investors. The Company does not plan to introduce the bonds issued under the program to public trading. The terms of
the Agreement with Bank BPH S.A. are typical for such types of programs.

On 28 November 2007, pursuant to the above-mentioned agreement, the Company issued 20,000 I series bonds with
the nominal value of PLN 10,000 each and the total nominal value of PLN 200,000,000 under the Bond Issue Program
Agreement signed with Bank BPH S.A. on 5 November 2007. The maturity date of these bonds is 28 November 2012 and
the interest at WIBOR 3M plus bank commission is payable every three months until the settlement date. The interest
becomes due and payable in February, May, August and November during the term of the agreement. The proceeds
from the issue of bonds will be used for financing the development of the Company. The bonds are an unsecured liability
of the Company.

As at December 31, 2006 two issues of bonds by the Company took place:

On July 21, 2004 the Company issued A series bonds with a nominal value of PLN 50,000,000. The redemption date of
these bonds is July 21, 2008 and the interest rate of WIBOR 6M plus the bank’s margin is payable on a semi-annual
basis until the final settlement date. The interest payments are due in January and July for the term of the agreement.
Net revenues from the issue of bonds were used for the Company’s statutory activities. The bonds are secured with a
joint capped mortgage on the Company's real estate up to the amount of PLN 100,000,000.

On August 28, 2007 the Company exercised CALL option in accordance with the agreement on bonds servicing and
guaranteeing the issue of bonds dated June 22, 2004 with Powszechna Kasa Oszczednosci Bank Polski S.A. and BOS S.A.
In connection with the above the Company bought for redemption 250 A series bonds. An average purchase unit price
(nominal value plus interest) was PLN 201,547.44 whereas nominal value of one bond was PLN 200,000.00. The total
value of bonds bought amounts to PLN 50,386,860.00.

On September 12, 2007 the Company redeemed 250 A series bonds of nominal value of PLN 200,000.00 each and with
the total nominal value of PLN 50,000,000.00.

On June 19, 2006 the Company issued 300 A series bonds were issued with the nominal value of PLN 100,000 each,
with the total nominal value of PLN 30,000,000, on the basis of the agreement on bonds servicing and guaranteeing
the issue of bonds with Powszechna Kasa Oszczednosci Bank Polski S.A. As at September 30, 2007 these bonds were
secured by a joint capped mortgage on the Company’s real properties up to the amount of PLN 60,000,000.

On September 28, 2007 the Company exercised CALL option in accordance with the agreement on bonds servicing and
guaranteeing the issue of bonds dated March 24, 2006 with Powszechna Kasa Oszczednosci Bank Polski S.A. In
connection with the above the Company bought for redemption 300 A series bonds. An average purchase unit price
(nominal value plus interest) was PLN 101,975.11 whereas nominal value of one bond was 100,000.00. The total value
of shares bought amounts to PLN 30,592,533.00.

On October 16, 2007 the Company redeemed 300 A series bearer bonds of nominal value of PLN 100,000.00 each and
with the total nominal value of PLN 30,000,000.00.
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Note 17. Trade payables and other liabilities

TRADE AND OTHER LIABILITIES

Trade payables
Financial liabilities....

Earmarked fUNAS......oooieiiiii e
Other lI@bIlEIES. ...ceeeeeeee e e e

31.12.2007  31.12.2006
120,625,363.91 140,804,597.54
12,940.93 11,277.61
230,900.74 130,403.02
125,533.60  2,855,070.39

120,994,739.18 143,801,348.56

Note 18. Short-term tax liabilities

Short-term tax liabilities include mainly social insurance, corporate income tax and personal income tax liabilities.

Note 19. Short-term provisions

SHORT-TERM PROVISIONS 31.12.2007 31.12.2006
Opening balanCe.......cciiiiieeiiiieeiiiressirrnse s ann 3,663,773.99 4,377,880.98
Provisions created in the financial year 9,648,656.94 3,663,773.99
Use of provisions in the financial year...........ccoviiiiiiiiiiiiiii i, 868,101.13 4,377,880.98
Closing balance.........ccccimninmmmmn 12,444,329.80 3,663,773.99
Note 20. Accrued liabilities and deferred income
SHORT-TERM ACCRUED LIABILITIES AND DEFERRED INCOME 31.12.2007 31.12.2006
48,403,835.44  30,208,015.64
11,915,238.33 5,808,928.07
- 176,531.85
Provision for the costs of housing estates given over for USe..........ccouuiiieiiiiniiiniine e, 23,511,157.43 9,850,241.28
Provision for employee benefits.........cccvuiiiiiiiiiniiii s 4,638,051.00 4,200,948.84
Provision for the costs of property management...........ccccviiiiiinii 3,259,941.27 6,348,543.49
Provision for the costs of interest on loans and bonds............cccovuiiiiiiiniin 1,250,900.00 2,185,032.64
Provision for rent COSES.......ciiiiiiiiiiiii i 1,585,923.67 792,815.47
L1 1T P 2,242,623.74 844,974.00
Deferred income, in this: ...cinunesesaisumsssssnamsm s 572,963.90 -
Deferred income related to the payments received from customers, not settled to the
INCOME SEAtEMENT ...ceiviiiiiiieee 572,963.90 -
L1 T P - -
- 48,976,799.34 30,208,015.64

Note 21. Benefits after employment

The Group does not have an employee special benefits program after employment is ended.
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Note 22. Financial assets and liabilities

Categories of financial assets and liabilities and maximum credit risk exposure

FINANCIAL ASSETS AND LIABILITIES 31.12.2007 31.12.2006
FINANCIAL ASSETS PLN thousand PLN thousand
LONG-termM rECEIVADIES. ... .ueriieiee e e e e e s s s e e e s s s s snnnr e e e e s e e e nnnn s 1,552 1,518
Trade rECEIVADIES .....ceeiiiiiiiiiiiiiiiieeee ettt e e e e e e e e e e e e e e e reeee e e e e e e e e e e ee e e e e s e e eeeeeeeeeeenannes 29,037 23,955
Receivables from related Entities.........uuuuurmmriiiiiiiiii e e e 8 29
ShOrt-tEIM AEPOSIES ... e 259,848 136,734
Total borrowings and receivables ..........uuuummmmmmmesmssssmmmmmmmmmmssssssss .- 290,445 162,236
Treasury bills @and BONAS .......cooiiiiiiiiiii - 80,200
[0 4 =T P 593 298
Financial assets valued at their fair value through the income statement

(designated for trading) ....cccesiimmmmmmmmssssessssmmmmmmmmmsssssssrsssssssss - —————_. 593 80,498
Cash in hand and @t DanK ..........euvveiiiiiiiiiiii 15,048 10,303
Maximum credit riSk @XPOSUIe .....c.iiirmesiimmmmssimmmnmssimmmnssmmmessssmmnsnsssmmnnssssmmanssssnnnnsssnsnssnnsnnns 306,086 253,037
FINANCIAL LIABILITIES PLN thousand PLN thousand
[ = TP 78,785 121,115
BONAS ISSUBT ...vvvvuueuuuuuunutuuuuuusssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssnnnnseenes 200,000 80,000
I (o L o T PP PP PP 120,638 140,816
Financial liabilities valued at the depreciated cOst .................cc.uuvviviiiiiiiiiiiiiiiiiiiiiiiiiiees 399,423 341,931

Note 23. Managing the Financial Risk

The Group is exposed to the following types of the financial risk
»  Market Risk (interest rate risk)
+  Credit Risk
«  Liquidity Risk

Market Risk

The market risk is a type of risk which reflects the influence of changes in such market prices as currency exchange
rates, interest rates or prices of capital instruments on the Group’s revenues or on the value of financial instruments

held.

The market risk mainly includes such risks as:
*  currency risk
* interest rate risk

Currency risk

If there are significant foreign currency items, the Group applies foreign currency derivative instruments (forward and

swap) to hedge its significant F/X transactions.

As at 31 December 2007 the Group did not have any significant assets, liabilities and future payments in foreign

currencies, therefore there was no need to conclude hedging currency derivatives.
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Interest rate risk

The fixed interest rate bank loans expose the Group to the risk of the interest rate fair value. The variable interest rate
loans and borrowings result in the cash flow risk.

According to the current financing structure the Group does not have fixed rate loans. Currently, the Group has only
short- and medium-term variable interest rate loans and bonds, which result in the exposure to the cash flow risk.

Furthermore, the Company has short-term bank deposits, treasury bills, and long-term treasury bonds which bear
variable interest, the profit from which depends on the change of benchmark interest rates and partially offsets the risk
of the cash flow risk on account of financing.

As at the balance sheet date the Group/Company did not have variable interest rate long-term financial instruments.

The structure of variable interest rate financial instruments as at the balance sheet date is as follows:

31.12.2007 31.12.2006

VARIABLE INTEREST RATE INSTRUMENTS PLN thousand PLN thousand
FINANCIAI @SSEES ... e e e e e e aeen 259,848 216,934
Financial liabilities 278,785 201,115
TORAL NEL ... e e e e e e e e e e e e aaaes (18,937) 15,819

Interest bearing financial assets, i.e. bank deposits, treasury bills and bonds, are disclosed as financial assets. Interest
bearing financial liabilities, i.e. loans, own bonds and financial leasing liabilities, are disclosed as financial liabilities.

Analysis of cash flow sensitivity to interest rate changes.

A 100-basis point (bp) change in the interest rate of instruments as at the balance sheet date would increase (decrease)
the net assets and income statement by the amounts listed in the table below. The analysis prepared for 12-month
periods assumes that all other variables remain unchanged.

Income statement Net assets

Increase by 100 bp Decrease by 100 bp Increase by 100 bp Decrease by 100 bp
31 December 2007 PLN thousand PLN thousand PLN thousand PLN thousand
Variable interest rate assets.........ccoevvevreererreerennes 2,105 (2,105) 2,105 (2,105)
Variable interest rate liabilities*............ccccvvevnnnn. (753) 753 (753) 753
Net sensitivity .i..cccinniimmmmmmmmssesmns. 1,352 (1,352) 1,352 (1,352)
31 December 2006 PLN thousand PLN thousand PLN thousand PLN thousand
Variable interest rate assets..........uuvevvvrevninieennnnn. 1,757 (1,757) 1,757 (1,757)
Variable interest rate liabilities *..............cceee. (543) 543 (543) 543
Net sensitivity.........ooimmmmmmmesnnnmmmmmmmese.. 1,214 (1,214) 1,214 (1,214)

* The financial costs which are related to loans and bonds are capitalized by the Group to work-in-progress. Such costs are gradually
moved to the income statement together with the manufacturing costs of the inventories sold. It has been assumed in the above
analysis that one third of the financial costs calculated and capitalized in a given period is disclosed in the income statement
together with the manufacturing costs of the sold inventories of a given period and the remaining part of the costs remains in the
inventories and will be disclosed in the income statement in the following accounting periods.

Credit risk

Cash at bank, cash on hand, trade receivables, other receivables and investments constitute the Group's main financial
assets, and represent its highest exposure to credit risk in relation to financial assets.

The Group’s credit risk is mostly related to trade receivables. The amounts presented in the balance sheet are net
amounts and include write-offs revaluating bad debts valued by the Group’s Management on the basis of previous
experiences and analysis of the current economic environment.

Credit risk relating to the liquid funds and derivative financial instruments is limited since the transactions were
concluded with reputable banks, which have been awarded with good credit ratings by international rating agencies.
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The Group has no significant concentration of credit risk. The risk is spread over a large number of partners and
customers. Furthermore, it has to be pointed out that the receivables from the main activity of the Group, i.e. the sale of
apartments and detached houses, are fully secured because release of the sold product takes place after the purchasers
have paid the full price as set out in the preliminary sales agreement.

The aging structure of sales receivables has been presented in note 8 “Trade receivable and other receivables”.

Liquidity risk
The liquidity risk is the risk that the Group will not be able to pay its financial liabilities when they become due. The
Group’s objective is to ensure, to the highest possible extent, that its liquidity will always be maintained at the level

which enables paying the financial liabilities when they become due, without incurring unacceptable losses or facing the
risk of jeopardizing the Group’s reputation.

The table below presents the Group’s financial liabilities as divided into the maturity dates set out in the contracts:

Balance-sheet 0-6 6-12 1-2 2-5

value months months years years
31 December 2007 PLN thousand PLN thousand PLN thousand PLN thousand PLN thousand
Liabilities on account of 10aNS.........ccveveveveereenerns 78,785 22,656 14,350 41,779 -
OWN bondS iSSUEA ...vvvuviiiieiiriiiiie e e e e 200,000 - - - 200,000
Trade liabilities.......ccveeeeeeieeeeeeeee e 118,079 75,073 17,997 3,268 21,741
Financial leasing liabilities ...........cccovviiiiiinnnnnnnn, 2,559 640 640 853 426
L O 399,423 98,369 32,987 45,900 222,167
31 December 2006 PLN thousand PLN thousand PLN thousand PLN thousand PLN thousand
Liabilities on account of l0ans............uevvevnvennnnnnnn. 121,115 43,600 55,315 22,200 -
Own bonds iSSUed........cevvveiieiiniiiiin e 80,000 - - 50,000 30,000
Trade liabilities.......cuvvveeer i 139,539 107,635 3,393 14,172 14,339
Financial leasing liabilities............ccovvvveviveevnnnnnnn. 1,277 319 319 426 213
I |, 341,931 151,554 59,027 86,798 44,552

The Group’s liquidity management is mainly exercised by:
e short-, medium- and long-term planning of cash flow; detailed short-term plans are updated at least on a
monthly basis,
«  selection of appropriate sources of financing on the basis of analysis of the Group needs and market analysis,
«  day-to-day monitoring of ratios resulting from agreements with banks,
« diversification of sources of financing of the conducted developer activity.
»  co-operation with reputable financial institutions.

Managing the capital
The policy of the Management Board assumes maintaining a strong capital basis in order to secure the trust of investors,
creditors and the market as well as to ensure further growth of the Group.

The Group’s objective is to achieve the return on equity within the 20 to 40 percent bracket (calculated as net profit to
the annual average value of shareholders’ equity). For the years ended on 31 December 2007 and 2006 the rate of
return amounted to 34% and 43%, respectively. In that period the average weighted cost of interest on the Company’s
debt amounted to 6.83% in 2007 and 6.30% in 2006.

The Group does not have a defined plan of buy-out of the treasury shares.

Neither the Company nor its subsidiaries is subject to any external capital requirements.
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Note 24. Earnings per share

01.01- 01.01-
CALCULATION OF BASIC AND DILUTED EARNINGS PER SHARE 31.12.2007  -31.12.2006
Basic earnings per share
Profit for the calculation of the basic earnings per share...........cooviiiiiiiiiiiiiee s 200,643,942.27 135,198,656.47
The weighted average number of common shares of the Company for the calculation of the basic
earnings per share *) ....ccccccvveveeeeeeeeennns 24,560,222 22,313,969
Basic earnings per share 8.17 6.06
Diluted earnings per share
Theoretical profit for the calculation of diluted earnings per share.........ccccccevvvviciveeeee s 200,643,942.27 135,198,656.47
Potential diluting shares related to Management Share Options Programme II**) .........ccccccecvvvienne - -
The weighted average number of common shares of the Company for the calculation of the basic
€AININGS PEI SNATE *) .iiiiiiiiiiiiiiiiititttttttttrrere e e e e e eeeeeee e e e e e eeeeeeeseesseseesessesesessenssennnsanennns 24,560,222 22,313,969
Diluted earnings per share 8.17 6.06

*) For the calculation of the earnings it was adopted that 509,850 shares (H, I, J and L series shares) should be taken into account in
the average weighted number of ordinary shares used for the calculation of diluted and basic earnings per share. As at 31 December
2006 these shares were fully subscribed and their registration by the competent Registration Court was effected on 14 February 2007.

**) Options for the shares issued as part of IB program do not result in dilution of earnings per share since they are issued and
recognized in the share capital. The shares are deposited with CDM PEKAO S.A., which is a trustee in this program (see note 11).

As the Group has no discontinued operations, the earnings per share from the continued operations equal the earnings
per share calculated above.

Note 25. Income tax

01.01- 01.01-
INCOME TAX -31.12.2007 -31.12.2006
CUrrent INCOME tAX .eivvuiiiiiiiie it 16,907,673.81 11,392,887.30
Deferred iNCOME taX ....iiveiiiiiiieesienie e 32,811,019.05 21,181,322.85

49,718,692.86

32,574,210.15

The table below presents the difference between the income tax calculated as the product of the gross profit before
taxation and taxation at the statutory tax rate and the actual income tax expense accounted for in the income statement
of the Group.

01.01-
-31.12.2007

01.01-

RECONCILIATION -31.12.2006

250,362,635.13
47,568,900.67

167,772,866.62
31,876,844.66

Gross profit before taXation..........uuiiiiiiiiiiiiiiiiiiiiiieeeer e

INCOME taX FAtE OF 1990, iiiiiiicrrrreiesiisiiirrrre e s s s ssrr e e e e s e s sssr e e e e s s s s b e rr e e s s s s ssrrreeeeerrnna e es
Permanent differences not subject to the current and deferred tax in the consolidated

fiNANCIal StAtEMENTS. ... uuuuiiiii s 1,081,553.46 411,265.27
Share Options valuation charge being a permanent differences for tax calculation............. 1,068,238.73 286,100.22
Actual inCOmMe taX @XPENSE....ciuremussrmmnmsssrmnnssssmmsssssmmnsssssrnnsssssmnnssssssnnssssennnsssssnssnnssnn 49,718,692.86 32,574,210.15
Effective taX rate. e iiiimimmiimmemsmsssismimmimmmmssssssssssssmmimmmesssssssssssssmmnssssrrnsssssnsssrsnnss 19.86% 19.42%

Because of frequent changes in the tax system, the legal regulations relating to VAT, corporate income tax, personal
income tax and social insurance premiums are subject to regular modifications. Binding regulations are unclear, resulting
in differences of interpretation between various tax authorities, as well as between tax authorities and tax payers.
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The tax and other settlements (such as customs duty or transactions with foreign entities) may be the subject of
inspections by the tax authorities or other authorities authorised to impose significant fines. All tax arrears uncovered in
the course of inspections are subject to high interest charges. Tax settlements may be inspected at any time within 5
years from the end of the accounting period to which they pertain. Under these conditions the tax risk in Poland is
considerably higher than in other countries with stable tax systems.

Note 26. Key assumptions and estimate bases

Calculation of the revenues from the sales of the finished goods and the cost of the sold finished goods (see the section
Jlong-term contract disclosure principles"), is based on detailed budgets of individual development projects prepared
based on the Group’s best knowledge and experience. During construction, each development project budget is updated

at least once every three months.

Note 27. Segment reporting

The Group does not conduct segment reporting as its activities take place within a single segment.

Note 28. Operating income

01.01- 01.01-
SALES REVENUES BY KIND -31.12.2007 -31.12.2006
Sales Of fiNISHEd GOOAS ......uuuuuuiiiiii s e e e an s 840,505,184.99 701,348,364.56
SAIES OF SEIVICES ...uvvereiieiiiisiiir e e e s s e e s s s nnrr e e e e s s ssn e s e e e e e e e e e nnnnnnnas 29,641,652.07 25,748,830.88
8,605,926.22 2,719,072.11
878,752,763.28 729,816,267.55
Note 29. Operating costs
01.01- 01.01-
OPERATING COSTS -31.12.2007 -31.12.2006
Cost of sales
Cost of finished goOds SOIA .......ceiviiiiisirrrrriesi i e s s s r e e s e e e e seernnes 515,146,813.36 473,475,977.96

Cost of services sold
Cost Of 1aNd SOIA ....cooeeieiiiii

Total Cost Of SAIES ...ivurirmmiirmnirreirnrrn s ra s rn s rn s s annnn s nnnnnnnnnnss

Selling costs and general administrative expenses
ST [0 T o0 = P PPPRTPN

General administrative expenses
Total selling costs and general administrative expenses

Selling costs and general administrative expenses by kind
(DT o] =T ol =1 o o] o PP

Cost of materials @Nd ENEIGY .....cccvverereriririrrrree e s s s e e e s e e s s ssn s e e e e e e eeennnes
EXEErNal SEIVICES ..uuviiieiiiiiiiiiire i
L GETR= LaTo ol g = o PPN
Wages and SAlAMIES ........ccvrieiiiiiiiiiirii
Social security and other benefits .......ccccciiiiiiii
Management OptionNS Programme.......cuuuueeiiiiererrrussniisseerrssns s s ssrersss s s s srersss s srnsssnnsssnnns
Other COSES DY KNG ...cceeiiiiiiiiiiiee e e e e e e e enenes
Total selling costs and general administrative expenses by kind.......cosseeesensssisinns

21,916,917.60
8,602,453.33

545,666,184.29

22,367,727.18
57,698,858.82

80,066,586.00

2,225,529.97
6,317,200.52
24,234,414.57
471,688.24
34,391,508.61
3,581,585.73
5,622,309.10
3,222,349.26

80,066,586.00

19,429,733.86
3,965,157.27

496,870,869.09

21,669,004.60
41,291,638.68

62,960,643.28

1,566,649.57
4,520,164.33
20,212,071.21
383,951.69
29,334,077.76
3,297,691.85
1,505,790.64
2,140,246.23

62,960,643.28
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Note 30. Payroll costs

. . 01.01- 01.01-
AVERAGE MONTHLY EMPLOYMENT (including management staff) -31.12.2007 -31.12.2006
Individual personnel categories (number of staff) 177 161
White-collar workers 177 161
BIUE-COIIAr WOIKETS. ... vveeeeeeeesierreeeeesessssnreeeesssssnnneee e e s s s sssnnreneesssssnnnnnenesssesenennnnnnnnnn - -
General remuneration elements (PLN): 37,973,094.34 32,631,769.61
WageS aNd SAIAMIES ....evvuurerreeiiiriiiiiieetieetiaeessasassssassesassssssssssssssssssssssssssssssssenssnnnnnssass 34,391,508.61 29,334,077.76
Social security and other benefits........cccoiiiiii 3,581,585.73 3,297,691.85
Note 31. Other operating income
01.01- 01.01-
OTHER OPERATING INCOME -31.12.2007 -31.12.2006
Revenues from contractual penalties, arrangements and compensations..............ccccceeeeeen. 3,575,344.75 881,112.60
Release of ProviSions fOr COSES....uuuuuuuuuuummmmrmrununrrrrunssrsssnsnssnnsssnnssrrnr————————————————onn.n 18,371.82 1,610,293.49
Release of provisions for contractual penalties and arrangements with clients.................... - 240,000.00
Release of provisions for receivables............ccccccciiii 95,801.51 797,131.06
Revaluation of fiXed @SSELS......iiiiiiiiiiiiiiririrr s 190,005.62 1,356,293.68
(@4 = PP PPPPPRPN 193,034.47 845,841.14
o S 4,072,558.17 5,730,671.97
Note 32. Other operating expenses
01.01- 01.01-
OTHER OPERATING EXPENSES -31.12.2007 -31.12.2006
Provision for penalties and arrangements with clients ........ccccoveiceeeneni s 2,258,900.71 2,555,851.80
[0 = 1T 3 T PSPPI 169,379.76 221,523.09
Receivables WHEEN Off ......cooviiiiiirieie e 444,688.33 1,027,743.88
Provision for reMUNEIAtioN .........c.ueeeeeiiiiiiirieee s e e e s ssrr e e e s s e e e rn e e e e aeaes 942,956.00 218,015.00
Provision for disputes 4,779,476.40 784,576.86
Provision for other costs 1,315,261.85 451,236.75
L gAYt a1 o) VAT 1o PPN 3,699,632.99 3,118,469.50
Revaluation of fiXed @SSELS ....cciiiiiiiiiiiiccei i 491,663.84 1,455,053.97
Perpetual usufruct Of 1and..........ceeiiiiiiiii 1,292,591.00 -
[ 11 3 T PSP 738,982.69 924,906.91
o S 16,133,533.57 10,757,377.76
Note 33. Financial income
01.01- 01.01-
FINANCIAL INCOME -31.12.2007 -31.12.2006
L= ==YV PPN 11,403,574.57 7,129,780.23
1 =T PP PPPPN 230,705.97 22,444.39
8 1 N 11,634,280.54 7,152,224.62
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Note 34. Financial costs

01.01- 01.01-
FINANCIAL COSTS -31.12.2007 -31.12.2006
Interest on 10ans and DONAS .......ceiiiiiiiiiiiiiiiiii e - 1,840,255.76
Interest on borrowings from related entities..........ccuvveiriiiniiiei s - 924,478.29
Other INEEIESE. . i itiii i 943,722.59 7,960.51
Foreign exchange differenCes.........cevvviiiicirerieee e e e e e 75,020.88 229,440.78
Mortgage l0anSs INSUFANCE........uurreiiiiiiiiriiiis s 112,082.19 417,656.38
COMMISSIONS @NA FEES ..vuuuuuuriiriiiiiiiuuiiri i ———a—aa—raa—aarraraassarsrassssssssnsnnsnnnn 635,935.31 -
463,902.03 917,615.67
2,230,663.00 4,337,407.39
Note 35. Costs relating to interest
01.01- 01.01-
COSTS RELATING TO INTEREST -31.12.2007 -31.12.2006
Financial costs (interest) capitalised under work in progress * .........cccccvvevcnreeeesssnnnnneennens 11,362,484.02 14,431,982.69
Value of financial costs (interest) accounted for in the income statement.............ccoeeevveeee - 2,764,734.05
Total value of the financial costs incurred on account of interest 11,362,484.02 17,196,716.74

* The financial costs incurred as a result of the financing of investment projects are generally capitalised in line with work in progress
and relate to the costs of interest on bonds and loans taken out for the execution of investment projects.

Note 36. Transactions with related entities

In the period of twelve months ended 31 December 2007 and 2006 the Company was a party to the transactions with
related entities, as listed below. Descriptions of transactions have been presented in the form of tables. In exceptional
cases, descriptions of particular agreements or explanations have also been provided in a descriptive form. Due to the
Company’s turnover, it has been assumed that in the event in which transactions with a given related entity did not
exceed in any of the presented periods PLN 100 thousand, the transactions have been omitted in the summary.

Dom Development S.A. as a buyer of goods or services

Counterparty Transaction description

01.01-
-31.12.2007

01.01-
-31.12.2006

Woodsford Consulting Limited Consulting services as per agreement dated 1 February

2000, with further amendments

Consulting services as per agreement dated 31 March
1999

Insurance of financial losses risk

Hansom Property Company Limited

Towarzystwo Ubezpieczer Wzajemnych

,Bezpieczny Dom”

Dom Development Grunty Sp. z o.0. Services performed based on agreement dated 12 April
2007, with further amendments

Real estate management

Other

Fort Mokotéw sp. z 0.0.
Fort Mokotéw sp. z 0.0.

1,903,377.61

193,094.43

1,225,032.46
127,786.89

5,586,277.88
174,650.16

2,093,503.23

234,295.84

1,031,296.22

1,483,574.37
62,624.98
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Dom Development S.A. buying land as part of an agency agreement

Counterparty

Transaction description

01.01-
-31.12.2007

01.01-
-31.12.2006

Dom Development Grunty sp. z 0.0.

Amounts of advances transferred to Dom Development
Grunty Sp. z o0.0. for the purchase of land as part of

mandate contracts
Dom Development Grunty sp. z 0.0.

part of mandate contracts
Dom Development Grunty sp. z 0.0.

Development S.A.

Value of land transferred to Dom Development S.A. as

Additional VAT payments relating to the invoices
transferring the ownership of land to Dom

55,548,371.10

12,421,544.32

1,431,229.64

32,396,479.64

23,190,982.61

4,924,799.57

Dom Development S.A. providing services (seller) — the value of services invoiced during the period

. T 01.01- 01.01-
Counterparty Transaction description -31.12.2007 -31.12.2006
Fort Mokotow sp. z 0.0. General Project Execution agreement dated 15 April 212,309.85  3,110,384.90

2002
Fort Mokotéw sp. z 0.0.

15 April 2002
Fort Mokotow sp. z 0.0.

2005
Fort Mokotéw sp. z 0.0.

Fort Mokotéw sp. z 0.0. Other

The sales commission agreement and agreement for
provision of advertising and marketing services dated

Repair services based on agreement dated 22 July

Real estate management services

1,964,292.28

120,000.00

876,305.29

123,149.58

6,245,132.75

741,053.41

31,623.13

Dom Development S.A. as the payer of the share capital or additional contribution to the capital

. - 01.01- 01.01-
Counterparty Transaction description -31.12.2007 -31.12.2006
Dom Development Grunty sp. z 0.0. Payment for shares of PTI Sp. z 0.0. - 24,000.00
PTI Sp. z 0.0. Additional payment to equity 12,480.00 -
Towarzystwo Ubezpieczern Wzajemnych ~ Payment for shares
- 175,000.00
,Bezpieczny Dom”
Dom Development S.A. as a party receiving a dividend
. s 01.01- 01.01-
Counterparty Transaction description -31.12.2007 -31.12.2006

Fort Mokotéw sp. z 0.0. Dividend (gross)

29,400,000.00

14,245,976.95

Dom Development S.A. as a dividend payer

. - 01.01- 01.01-
Counterparty Transaction description -31.12.2007 -31.12.2006
Dom Development B.V. Dividend (gross) 2,324,458.00 -
Dom Development S.A. as a party receiving return of the additional contribution to the capital
Counterparty Transaction description 01.01- 01.01-
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-31.12.2007 -31.12.2006

- 28,910,000.0

Fort Mokotéw sp. z 0.0. Return of the additional contribution to the capital 0

Dom Development

Morskie Oko sp. z 0.0. Return of the additional contribution to the capital - 16,500,000.00

Dom Development S.A. as the payer of interest on the shareholders’ borrowings
. . 01.01- 01.01-
Counterparty Transaction description -31.12.2007 -31.12.2006
Dom Development B.V. Cost of interest on the shareholders’ borrowings - 874,251.29

Dom Development B.V.

Capital repaid from borrowings agreements

10,148,676.76

Balances with related entities

Balances as in the books of the Company (in thousand PLN)

Receivables from related

Liabilities to related entities

entities
Entity 31.12.2007 31.12.2006 31.12.2007 31.12.2006
Total balance.........cccciimmmmiiimeeiiinre s 87,604 35,269 1,530 264
Balances below PLN 100,000...........cccoeeummmmmmnnnnnnnnnnnnnnnnnnnnnnnnnnnees 28 44 11 31
Balances over PLN 100,000..........ccccceviiiiiiiiiiiiieeeeeeeeeeeeeee e 87,576 35,225 1,519 233
SubSIdiaries ......iieeiimmmmmiimmneiirrn s —————— 1,147 1,147 - -
Dom Development Na Dolnej sp. z o.0. - - -
Dom Development Morskie Oko sp. z o.0.
additional contributions to capital.........cccccvrriiriiiinrieen e 1,147 1,147 - -
Associated entities......cccoiiimmmniinnn s ——— 86,429 33,590 - -
Dom Development Grunty Sp. Z 0.0. ...covvvviimrieenninniiieeeirnnins 86,429 33,590 - -
Towarzystwo Ubezpieczerh Wzajemnych Bezpieczny Dom” .......... - -
JOINt-VENTUIES ...cvvieerismrrsserssnsrssmssssssssmssssesssnssssnsssnssasmssssseeas - 488 1,268 -
FOrt MOKOEOW SP. Z 0.0. weeeiueieieerieesreesieeesieesreesreesnee e s srnneeae s - 488 1,268 -
Fort Mokotow sp. z 0.0. additional contributions to capital........... - - - -
Other entities....uuueeeeesnniimmmmmmmssss - - - 251 233
Woodsford Consulting Limited.........cccevereiiicrneeresnnnssrreeeeeseeeeneens - - 251 233

Dom Development B.V. .cccoooiiiiiiiiiiiiiiiiciiic - -

Dom Development S.A. as the buyer/seller of treasury shares (transactions with related parties)

In the period of twelve months ended on 31 December 2007, there were no purchase/sales transactions of treasury
shares.

In the period of twelve months ended on 31 December 2006, there were the following purchase/sales transactions of
treasury shares:

On 20 January 2006 an agreement concerning the sale of 72,000 E series shares (for the amount of PLN
200,311.97) with Janusz Stolarczyk was signed (exercise of the options allocated as part of the Incentive Scheme),

On 23 February 2006 an agreement concerning the sale of 36,000 F series shares (for the amount of PLN

149,760.00) with Terry Roydon,

On 15 March 2006 an agreement concerning the sale of 77,700 E series shares (for the amount of PLN 219,637.23)
with Janusz Zalewski (exercise of the options allocated as part of the Incentive Scheme).

On 28 June 2006 an agreement concerning the sale of 22,500 E series ordinary registered shares with Terry Roydon
(exercise of the options allocated as part of the Incentive Scheme I described in note 37),

On 2 August 2006 Dom Development S.A. concluded share purchase agreements (for the purpose of redemption for

a fee) with:
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a/ Mr. Janusz Zalewski — related to the purchase of 77,700 of E series ordinary registered shares and 92,700 of G
series ordinary registered shares,

b/ Mr. Janusz Stolarczyk — related to the purchase of 72,000 of E series ordinary registered shares,

¢/ Mr. Terry Roydon - related to the purchase of 22,500 of E series ordinary registered shares,

* On 10 August 2006 agreements on taking up shares in the increased share capital of Dom Development S.A. were

concluded with:

a/ Mr. Terry Roydon — concerning taking up 22,500 H series ordinary bearer shares,

b/ Mr. Janusz Zalewski — concerning taking up 77,700 H series ordinary bearer shares, 92,700 I series ordinary
bearer shares, 74,100 L series ordinary bearer shares (exercise of the options allocated as part of the Incentive

Scheme I),

¢/ Mr. Janusz Stolarczyk — concerning taking up 72,000 H series ordinary bearer shares,

e on 26 October 2006 an agreement with Janusz Zalewski concerning taking up 74,100 L series ordinary bearer
shares in the increased shareholders’ equity of Dom Development S.A. was signed.

Promissory agreements and sale agreements relating to the sale of apartments by the Company to
management personnel and their relatives

Cumulative
payments made as
Value at
Related person Date Description in PLN 31 December 2007
Janusz Stolarczyk and 22.03.2007 Annex no.1 regarding purchase of additional 9,000.00 9,000.00
Danuta Stolarczyk parking space in addition to promissory sale
agreement concerning residential facilities with
the area of 89.1 sq. m together with two utility
rooms and two parking spaces
Janusz Stolarczyk and 18.04.2007 Annex no.1 regarding purchase of additional 36,000.00 36,000.00
Danuta Stolarczyk parking space in addition to promissory sale
agreement concerning residential facilities with
the area of 122,93 sq. m together with two
parking spaces
Jerzy Slusarski and 27.11.2006 Promissory sale agreement concerning residential  379,052.00 284,289.00
Ewa Slusarska facilities with the area of 58,20 sq. m, together
with a parking space
Jerzy Slusarski and 04.07.2007 Annex no. 1 regarding payable customer changes 5,350.00 5,350.00
Ewa Slusarska to the promissory sale agreement concerning
residential facilities with the area of 58,20 sq. m,
together with a parking space
Jakub Domalik - Plakwicz 31.01.2007 Promissory sale agreement concerning residential  779,125.20 701,432.54
facilities with the area of 59,4 sq. m, together
with a parking space
Wojciech Sadowski 29.05.2007 Promissory sale agreement concerning residential  454,332.00 159,016.20

facilities with the area of 48,1 sq. m, together
with a utility room and a parking space

Note 37. Incentive plan — Management Options Programme

As at 31 December 2007 there were three Management Option Programmes adopted as part of the Incentive Scheme
for the Management staff of the Company. They are as follows:

Translation

34



Dom Development S.A.
Additional notes to the consolidated financial statements
for the year ended on 31 December 2007

Share Allocated Exercised Share Allocated Exercised
options in options options options in options options
the (number of (number of the (number of (number of
Name of the
programme shares) shares) programme shares) shares)
Programme (number of (number of
shares) shares)
31.12.2007 31.12.2006
Programme I ........cccc..... 413,100 413,100 413,100 413,100 413,100 413,100
Programme IB .............. 96,750 96,750 - 96,750 96,750 -
Programme I ............... 726,000 435,950 - 726,000 234,538 -

ProgrammelIB

On 22 March 2006 the Supervisory Board of Dom Development S.A. adopted the provisions of Management Options
Programme I A related to E series shares of Dom Development S.A. (,Programme I A"). According to the provisions of
Programme I A, the eligible persons to whom Programme I A was directed and who entered into the preliminary
agreement for the sale of shares have the right to demand that the Company enter with such an eligible person into the
agreement for the sale of shares during the option period, i.e. at the date indicated by the eligible person, which,
however, cannot be earlier than 22 March 2009 and later than 22 March 2013, under terms and conditions set forth in
the agreement with such an eligible person and in Programme I A. The Programme covers 96,750 shares of the
Company. All the shares were offered to the members of the management staff of the Company in May 2006.

On 9 August 2006 the General Shareholders’ Meeting adopted a resolution on authorizing the Company’s Supervisory
Board to change the provisions and introduce the changed provisions of the Management Share Options Programme IA
concerning 96,750 E series shares of Dom Development and on authorizing the Management Board and the Supervisory
Board to execute the above-mentioned Programme. The only changes were related to the introduction of the institution
of a depositary. This function was entrusted to CDM PEKAO S.A. (see note 11 ,Share capital”). The Company’s intention
is to continue Programme IA as the Management Share Options Programme IB concerning 96,750 J series shares of
Dom Development S.A.

The changes concerning the shares covered by Programme IA have been described in note 11 ,Share capital”.

The share options were allotted to the Members of the Company’s management board, in this:

Number of
shares

Buyer Date of allotting
a share
option /Date of

concluding the

Option period Purchase price

per 1 share/PLN

agreement
Members of the Management Board and the
Supervisory Board - - - -
22.03.2006/ from 22.03.2009
Others 11.05.2006 96,750 to 22.03.2013 6.10
Total 96,750

The value of the share options as at the date of allotting them, calculated on the basis of the Black-Scholes-Merton
amounted to PLN 4,554,616.03. This value is proportionately carried to the income statement for the period of three
years.

Programme I1

On 20 April 2006 the Extraordinary General Shareholders Meeting of Dom Development S.A. accepted Management
Share Options Programme II concerning 120,150 shares of the Company authorized the Management Board and the
Supervisory Board to execute it. On 9 August 2006 the General Shareholders Meeting of Dom Development S.A. adopted
a resolution on authorizing the Company’s Supervisory Board to change the provisions and introduce the changed
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provisions of the Management Share Options Programme II in such a way that they will be substituted by 726,000
shares of Dom Development S.A. (,Programme II") subject to the fact that allocating the options will be limited to
242,000 shares in any period of 12 consecutive months. Moreover the General Shareholders Meeting authorized the
Management Board and the Supervisory Board to execute the above-mentioned Programme II.

Under Programme II it has been planned to offer one or a number of issues of shares with the nominal value of PLN
1.00 each (,Tranche”). The allocation of options is conducted by the Supervisory Board in the form of a resolution. The
day of adopting the resolution on allocating the options by the Supervisory Board shall be the day of allocating the
options (,Allocation Date”). A resolution of the Supervisory Board shall determine the persons eligible to participate in
Programme II together with the number and the issue price of shares for each of these persons.

The price at which the shares may be purchased when the option granted under the Programme is exercised amounts to
PLN 114.48.

The Company shall confirm the allocation of options for taking up a given number of shares at a given price and at a
given date (,,Option”) to those who have accepted participation in Programme II. The Supervisory Board may determine
additional terms and conditions to be fulfilled in order to exercise the options. The option cannot be exercised earlier
than after the lapse of 3 years from its allocation and later than after the lapse of 7 years from its allocation. In order to
execute Programme II, on 10 August 2006 the General Meeting authorized the Management Board to increase the
Company’s share capital as part of the authorized capital and to issue the subscription warrants which enable the
execution of the right to subscribe for the Company’s shares in the period of 3 years from the date on which the change
of the Articles of Association. According to Programme II, after the Allocation Date for a given Tranche, should the need
arise, the Management Board will propose the General Meeting to adopt the resolution in respect of changing the
Articles of Association and renewing the authorization of the Management Board, for the period of 3 years since the date
of registration of the change in the Articles of Association, to increase the share capital by a maximum of 726,000 shares
less the shares which have already been issued pursuant to Programme II and covered by the target capital, to exclude
the pre-emptive right of current shareholders upon receiving the consent of the Supervisory Board and to issue
subscription warrants.

On 6 December 2006 the Supervisory Board of Dom Development S.A. adopted a resolution with respect to naming the
persons authorized to participate in the Management Share Options Programme II concerning 726,000 shares of Dom
Development S.A. as well as the number and the price of the said shares for each of those persons. Pursuant to the
foregoing resolution 234,538 options for the Company’s shares were allocated.

As at 31 December 2006 the options allocated to the management team members of the Company within Programme 11
were as follows:

Buyer Date of Number of Option period Purchase price
allocating the shares 1 share/PLN
option
Members of the Management Board and the
Supervisory Board, from 06.12.2009
in this: 06.12.2006 96,438 to 06.12.2013 114.48
Janusz Zalewski 40,588
Terry Roydon 50,000
Janusz Stolarczyk 5,850
from 06.12.2009
Others 06.12.2006 138,100 to 06.12.2013 114.48
Total 234,538

The value of the options as at the day when they were allocated was calculated on the basis of the Black-Scholes-Merton
model and amounted to PLN 14,273,421.53. Such value is evenly accounted for in the income statement within the
period of three years.

Due to the fact that the employment agreement with Janusz Zalewski was terminated, the 40,588 share options owned
by him (allotted under Program II) expired.
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On 7 December 2007 the Management Board of Dom Development S.A. adopted a resolution in respect of naming the
persons authorized to participate in the second tranche of Management Share Options Programme II concerning
726,000 shares of Dom Development S.A. as well as the number and the price of the said shares for each of those
persons. Pursuant to the foregoing resolution another 242,000 options for the Company’s shares were allocated.

The fair value of the allocated options which may be changed into shares was estimated as at the day of allocating the
options by means of a model based on the Black-Scholes-Merton, taking into account the conditions existing at the date
of allocating the options. The following are preliminary assumptions to the model for the valuation of the options

allocated under the second tranche of Programme II:

Dividend rate (%) 1.30

Anticipated volatility rate (%) 36.00
Risk-free interest rate (%) 5.78
Anticipated period of option exercise (in years) 5.00
Share exercise price (PLN) 114.48
Current share price (PLN) 113.20

The value of the options as at the day when they were allocated was calculated on the basis of the foregoing model and
assumptions and amounted to PLN 9,969,546.91. Such value is evenly accounted for in the income statement within the

period of three years.

Within 12 months’ periods ended on 31 December 2007 and 31 December 2006 the following amounts were accounted
for in the income statement: PLN 5,622,309.10 and PLN 1,505,790.64 respectively.

Share options allocated and possible to be exercised as at respective balance sheet dates and changes in

the presented periods.

01.01- 01.01-

SHARE OPTIONS -31.12.2007 -31.12.2006
Options unexercised at the 331,288 320,400
beginning of the period 27,440,085.24 888,182.44
Options allocated 242,000 331,288
in a given period Total option execution value.........cccccevvvvviiiiiiiiiiiiiiieeneeenns 27,704,160.00 27,440,085.24
Options expired AMOUNT....eiiiiii 40,588 -
in a given period Total option execution value.........ccccevvvvvviiiiiiiiiiciiiiee s 4,646,514.24 -

. . AMOUNL.....oiiii - 320,400
.Optlor.15 exerc!sed Total option execution value.........ccccveririicrrrreeenneeeeeeeeeennnns - 843,889.46
in a given period

Weighted average exercised price per one share - 2.55

Options unexercised at the 1 o 1T | 532,700 331,288
end of the period Total eXerciSe PriCe..iiiummmmmsssssrrrrmmnnnnssssssssrsrnsnnsssrnnsas 50,497,731.00 27,440,085.24
Options possible to exercise at AMOUNL....ciiiiiiiii i - 320,400
the beginning of the period Total EXErCISE PriCE...urrrrreeeirrirrrrrrressssssrrrrree s s s e e s e s e reernnnnnnns - 888,182.44

Options possible to be exercised
at the end of the period

AMOUNt....cocviie s

Total eXerciSe PriCe.....uuiiiiiinmriiiii s
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Note 38. Remuneration of members of the holding entity's management and supervisory governing
bodies

R . 01.01- 01.01-
emuneration -31.12.2007 __ -31.12.2006

1. The Management Board

Remuneration

......................................................................................................................................... 5,131,464.00 4,409,263.00

In this: payment out of profit

......................................................................................................................................... - 250,000.00
2. The Supervisory Board:

Remuneration

......................................................................................................................................... 456,000.00 267,700.00

The composition of the Management Board and the Supervisory Board as at 31 December 2007 has been presented in
note 41.

Service agreements between members of the management and supervisory bodies and the Company or its
subsidiaries defining the benefits to be paid upon termination of the employment contracts

Members of the Company’s Management Board: Jarostaw Szanajca, Leszek Piotr Natecz, Grzegorz Kietpsz, Janusz
Stolarczyk and Jerzy Slusarski are employed by the Company on the basis of employment contracts.

Under the provisions of employment contracts, the employment relationship with individual members of the
Management Board may be terminated pursuant to the following conditions:

Period of notice of
termination contract
Executive Name (months) Note
Company
to Employee to
Employee Company
First payment of 50% of 8-
. times monthly remuneration to | The balance of 50% to be paid in
Szanajca Jarostaw .............. 8 . .
be paid after giving a 5 equal monthly payments
termination notice
First payment of 50% of 6-
. times monthly remuneration to | The balance of 50% to be paid in
Kietpsz Grzegorz ................ 6 3 . .
be paid after giving a 5 equal monthly payments
termination notice
Slusarski JErzy ..c.oceeevirennen. 6 No special clauses in the contract
N ial cl in th
Natecz Leszek Piotr ............ 6 0 special clauses in the contract
First payment of 50% of 9-
times monthly remuneration to | The balance of 50% to be paid in
Stolarczyk Janusz ............... 9 3 . -
be paid after giving a 8 equal monthly payments
termination notice
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Note 39. Contingent liabilities

CONTINGENT LIABILITIES 31.12.2007 31.12.2006

Bills of exchange, INCIUAING: ......vvreiiiiiiiirrrre e e e e e s e e e s s e e e e ennnnes 112,000,000.00 156,463,340.00
— bills of exchange constituting an additional guarantee for BOS bank in respect of claims arising

from the granted [0@N........eiiiiiiiieiiiiieeeeeeeee e e eeraas
— bills of exchange constituting an additional guarantee for PKO BP bank in respect of claims

arising from the granted l0@N.........ceueiiiirireiiee e e e e e e e renes 40,000,000.00 80,410,000.00

70,000,000.00  74,053,340.00

— bills of exchange constituting an additional guarantee for BOS bank in respect of claims arising
from the trilateral contract on insurance of loan guarantees of the Company’s clients..............

2,000,000.00 2,000,000.00
9,800,000.00 26,875.00

1,214,393.00 2,248,994.00
123,014,393.00 158,739,209.00

Note 40. Material court cases as at 31 December 2007

As at December 31, 2007 the entities in the Group are not parties to any judicial proceedings.

Note 41. Changes of the composition of the Management Board and the Supervisory Board of the
Company

Composition of the Management Board of the Company as at 30 December 2007

Jarostaw Szanajca — President of the Management Board
Grzegorz Kietpsz — Vice-President of the Management Board
Leszek Piotr Natecz — Vice-President of the Management Board
Janusz Stolarczyk — Member of the Management Board
Terry Roydon — Member of the Management Board

Jerzy Slusarski — Member of the Management Board

On September 17, 2007 Mr. Leszek Piotr Natecz was appointed Vice President of the Management Board of Dom
Development S.A., effective October 3, 2007, which was caused by Mr. Janusz Zalewski’s resignation from this position.

On November 14, 2007 Mr. Jerzy Slusarski was appointed Member of the Management Board pursuant to Resolution no.
02/11/2007 of the Supervisory Board of Dom Development S.A.

Composition of the Supervisory Board of the Company as at 31 December 2007

Zygmunt Kostkiewicz — Chairman of the Supervisory Board
Richard Reginald Lewis  — Vice-Chairman of the Supervisory Board
Stanistaw Plakwicz — Member of the Supervisory Board
Michael Cronk — Member of the Supervisory Board
Markham Dumas - Member of the Supervisory Board
Wiodzimierz Bogucki - Member of the Supervisory Board

In 2007 there were no changes in the composition of the Supervisory Board of the Company.
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Note 42. Additional information on the operating activity of the Group

In the period of 12 months ended 31 December 2007 the following material changes in the portfolio of the Company’s
investments under construction took place:

The finished projects, i.e. projects for which use permits were issued:

P o e
Olimpia 2 phase 3 ......ccccvivimrriennnineeeen 1.Q 2007 Popular 116
Derby 7 phase 1/2 ......cccoviviinnvienniinininnnn, I1.Q 2007 Popular 127
Olimpia 2 phase 2.......cccovvivmieiniiinninneennnn, III Q 2007 Popular 273
Patria phase 1......cccccceiiiiniiicceen III Q 2007 apartments of higher standard 129
Patria phase 2.......ccccvvviiiiinniin III Q 2007 apartments of higher standard 113
GAANSKI..veveieeiieesiie e III Q 2007 apartments of higher standard 260

IV.Q 2007 Popular 282
IV.Q 2007 Popular 263
IV.Q 2007 Popular 359

Commenced projects, i.e. projects with the commenced construction and sale phases:

Commencement
. Number of
Plan of construction Segment
apartments
and sale

Derby 15....ciiiiei s 1.Q 2007 Popular 277
Olbrachta phase 1........cceeeeiveeiieeeeeeeeeeeeeeeeenns I1.Q 2007 Popular 243
Olimpia 2 phase 5......ccccvvvvvrviiiirrs I11.Q 2007 Popular 63
Derby 17...ccieeeee e 11.Q 2007 Popular 185
Olbrachta phase 2.........ceeveeeeeeeeieeeeeeeeeeeeeennn III Q 2007 Popular 205
Regaty phase 1.......cccovvveeiiiniiinnieees e, III Q 2007 Popular 148
Regaty phase 2.......cccccvvveviiiniieeeeee e, IV.Q 2007 Popular 242
Derby 13, Iv.Q 2007 Popular 174

Note 43. Material post-balance sheet events

There were no material events in the period between the balance sheet date and the day on which these financial
statements were drawn up.
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Note 44. Selected consolidated financial data translated into EURO

In compliance with the reporting requirements the following financial data of the Group have been translated into EURO:

SELECTED DATA FROM THE
CONSOLIDATED BALANCE SHEET

31.12.2007
EURO

31.12.2006
EURO

Total current assets........uvveevvevreeerisssiveneennnens
Total @ssets......coovvviiiiiiiiii e
Total shareholders’ equity.
Long-term liabilities.........cccveeeviiiinnnenninnn,
Short-term liabilities.........ccooeeiiiiiiiiiiiiiiiis
Total liabilities
PLN/EURO exchange rate as at the balance

343,435,534.02
349,544,018.37
194,343,370.82
92,244,331.56
62,956,315.98
155,200,647.54

236,708,458.76
241,157,638.29
128,388,479.40
40,408,795.66
72,360,363.23
112,769,158.89

SREEL AAte.....uueessseeeieeessieaiieisiiaiasiiaaains 3.5820 3.8312

SELECTED DATA FROM THE 01.01- 01.01-

CONSOLIDATED INCOME STATEMENT -31.12.2007 -31.12.2006
EURO EURO

SaleS FEVENUE........eveeeeeeeeeserneeeennnse s e e e e eeeeees
Gross profit 0N sales.......cccccevvriiiiiinrerennnnenenens
Operating profit.......ccocireeinii
Profit before taX.....cceovvvecreeees e,

Profit after taX.......coovvvvrveiiiiieicecccccc,
Average PLN/EURO exchange rate for the
reporting PEriod..............cccuuuueeeeeuensinsnsersnnannn.

232,671,246.37
88,192,803.16
63,799,782.25
66,289,619.55
53,125,381.88

3.7768

187,175,570.66
59,743,376.28
42,306,698.83
43,028,613.43
34,674,323.94

3.8991

Warsaw, 10 March 2008

Jarostaw Szanajca

President of the Management Board

Grzegorz Kietpsz Leszek Piotr Natecz

Vice-President of the Management Board Vice-President of the Management Board

Janusz Stolarczyk Terry R. Roydon

Member of the Management Board Member of the Management Board

Jerzy Slusarski
Member of the Management Board
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