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GENERAL NOTES
Background

The holding company of the Dom Development S3#oup (hereinafter ‘the Group’ or ‘the
Capital Group’) is Dom Development S.A. (‘the holgicompany’, ‘the Company’).

The holding company was incorporated on the bdsés Motarial Deed dated 25 February
1999, as a result of transformation of Dom DevelepmSp. z o0.0., which has been
incorporated on 2 November 1995. The Company’'stegd office is located in Warsaw,
at Plac Pitsudskiego 3.

The holding company is an issuer of securitie®efemed to in art. 4 of the Regulation (EC)
No 1606/2002 of the European Parliament and ofCixencil of the European Union of 19
July 2002 on the application of international actmg standards (EC Official Journal
L243 dated 11 September 2002, page 1, polish dpbitson chapter 13, title 29 page 609)
and, based on the article 55.5 of the Accountingdated 29 September 1992009 2009
Journal of Laws No. 152 item 1223 with subsequemradments — ‘the Accounting
Act’), prepares consolidated financial statements @& @roup in accordance with
International Financial Reporting Standards as tetbpy the EU.

The holding company was entered in the Registdenifepreneurs of the National Court
Register under no. KRS 0000031483 on 8 August 2001.

The Company was issued with tax identification nambNIP) 5251492233 on
15 November 1996 and statistical number (REGONRQ2283 on 8 November 1996.

The parent company of Dom Development S.A. is Dawdlopment B.V.

The principal activities of the holding company assfollows:
« Construction of private accommodation, investmerdaad sale of said
accommodation to physical and legal persons,
- Property management,
« Bookkeeping and accounting services,
« Advisory and broking services in relation to moggs.

The scope of activities of the Group’s subsidiarjemtly controlled entities and associates
are similar to this of the holding company.

As at 31 December 2010, the Company’s issued sfagnieal amounted to 24 560 thousand
zlotys. Equity of the Group as at that date amaiitie/ 73 380 thousand zlotys.
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Based on the information included in Director's Beas well as current reports published
by holding company, as at 31 December 2010, theewhip structure of the holding
company’s issued share capital was as follows:

Number Number Par value % of issued

of shares of votes of 1 share share capital
Dom Development B.V. 15 496 386 15 496 386 1,00 1@%
Jarostaw Szanajca 1534 050 1534 050 1,00 6,25%
Grzegorz Kietpsz 1280 750 1280 750 1,00 5,21%
Other shareholders 6 249 036 6 249 036 1,00 25,44%
Total 24 560 222 24 560 222 1,00 100%

There were no changes in the ownership structuréh@fholding company during the
reporting period as well as during the period fritra balance sheet date to the date of the
opinion.

There were no movements in the share capital ofhtiiding company in the reporting
period.

As at 8 March 2011, the holding company’s ManagdrBeard was composed of:

Jarostaw Szanajca - President of the Management Board
JerzySlusarski - Vice-President of the Management Board
Janusz Zalewski - Vice-President of the Management Board
Janusz Stolarczyk - Member of the Management Board
Terry Roydon - Member of the Management Board

There were no changes in the Company’'s ManagemeatdBcomposition during the
reporting period as well as from the balance stiatd to the date of the opinion.

Group Structure

As at 31 December 2010, the Dom Development S.Augrconsisted of the following
subsidiaries (direct or indirect):

Entity name Consolidati Type of opinion Name of authorised Balance sheet
on method entity that audited  date
financial statements

Dom Development Morskie Purchase  Not applicable Not applicable 31 grudnia 2010
Oko Sp. z 0.0. accounting
Dom Development Grunty Purchase  Not applicable Not applicable 31 grudnia 2010
Sp. z o0.0. accounting
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As at 31 December 2010 Dom Development S.A. Ca@talup consisted of following
jointly controlled entity:
Entity name Consolidation Type of Name of authorised Balance sheet

method opinion entity that audited  date
financial statements

Fort Mokotéw Sp. z o.0. Proportionate Not Not applicable 31 grudnia 2010
consolidation applicable

As at 31 December 2010 shares in the following @ates (direct and indirect) were
recognised in the Group’s consolidated financiaieshents using the equity method:

Name and registered office Type of activity

Towarzystwo UbezpiecieNzajemnych Insurance activity
Bezpieczny Dom w likwidacji

There were no significant changes to the list ofsodidated companies when compared to
the prior year.

3. Consolidated Financial Statements

3.1 Auditors’ opinion and audit of consolidated financal statements

Ernst & Young Audit sp. z 0.0. with its registereffice in Warsaw, at Rondo ONZ 1, is
registered on the list of entities authorised tditgfinancial statements under no. 130.

Ernst & Young Audit sp. z 0.0. was appointed by wujsory the Board on 31 March 2010
to audit the Group’s financial statements.

Ernst & Young Audit sp. z 0.0. and the key certifeuditor in charge of the audit meet the
conditions required to express an impartial andefeshdent opinion on the financial
statements, as defined in Art. 56.3 and 56.4 ofAttieon statutory auditors and their self-
governance, audit firms authorized to audit finahstatements and public oversight, dated
7 May 2009 (Journal of Laws 2009, No. 77, item 649)

Under the contract executed on 31 March 2010 wéhHolding company’s Management
Board, we have audited the consolidated financtatements for the year ended
31 December 2010.

Our responsibility was to express an opinion ondtwesolidated financial statements based
on our audit. The auditing procedures applied eodbnsolidated financial statements were
designed to enable us to express an opinion ocaieolidated financial statements taken as
a whole. Our procedures did not extend to suppléanginformation that does not have an

impact on the consolidated financial statementsrtas a whole.
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Based on our audit, we issued an auditors’ opirdated 8 March 2011, stating the
following:

“To the General Shareholders’ Meeting of Dom Devejoment S.A.

1.

4.

We have audited the attached consolidated finastaéments®f Dom Development S.A.
Group (‘the Group’), for which the holding comparsgs Dom Development S.A. (‘the
Company’) located in Warsaw at Plac PitsudskiegmBthe year ended 31 December 2010
containing consolidated balance sheet as at 31 rileme 2010, consolidated income
statement, consolidated statement of comprehensiveme, statement of changes in
consolidated equity, consolidated cash flow stateérfe the period from 1 January 2010 to
31 December 2010 and the summary of significantoaating policies and other
explanatory notes and explanation to the finanstatements (‘the attached consolidated
financial statements’).

The truth and fairness of the attached consolidfibeshcial statements, the preparation of
the attached consolidated financial statementscaordance with the required applicable
accounting policies and the proper maintenancé@fcbnsolidation documentation are the
responsibility of the Company’'s Management Board. dddition, the Company’s
Management Board and Members of the SupervisorydBaee required to ensure that the
attached consolidated financial statements anditextors’ Report meet the requirements
of the Accounting Act dated 29 September 192@09 Journal of Laws No. 152 item
1223 with subsequent amendments — ‘the Accountictf).LOur responsibility was to
audit the attached consolidated financial statesnant to express an opinion on whether,
based on our audit, these financial statements lgorip all material respects, with the
required applicable accounting policies and whethey truly and fairly reflect, in all
material respects, the financial position and tesefl the operations of the Group.

We conducted our audit of the attached consolidéitezhcial statements in accordance
with:

« chapter 7 of the Accounting Act,

« national auditing standards issued by the Nati@uaincil of Statutory Auditors,

in order to obtain reasonable assurance whethee tfieancial statements are free of
material misstatement. In particular, the audituded examining, to a large extent on a test
basis, documentation supporting the amounts ardodigres in the attached consolidated
financial statements. The audit also included assgshe accounting principles adopted
and used and significant estimates made by the g¢anent Board, as well as evaluating
the overall presentation of the attached consditidinancial statements. We believe our
audit has provided a reasonable basis to exprasspmion on the attached consolidated
financial statements treated as a whole.

In our opinion, the attached consolidated finansiatements, in all material respects:

« present truly and fairly all information materialr fthe assessment of the results of the
Group’s operations for the period from 1 January®@t 31 December 2010, as well as
its financial position as at 31 December 2010;

« have been prepared in accordance with Internatibmancial Reporting Standards as
adopted by the EU;
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« are in respect of the form and content, in accardawith the legal regulations
governing the preparation of financial statements.

5. We have read the ‘Directors’ Report for the periaim 1 January 2010 to 31 December

2010 and the rules of preparation of annual stamesh (‘the Directors’ Report’) and
concluded that the information derived from thaeited consolidated financial statements
reconciles with these financial statements. Thermftion included in the Directors’ Report
corresponds with the relevant regulations of therBe of the Minister of Finance dated 19
February 2009 on current and periodic informatiablished by issuers of securities and
conditions for recognition as equivalent the infatibn required by laws of non-EU
member states (Journal of Laws No. 33, item 259)."

We conducted the audit of the consolidated findrstatements during the period from 24 May
2010 to 8 March 2011. We were present at the Cogpipéiead office from 24 to 28 May 2010,
from 2 to 19 August 2010, from 22 November 201@Bt®ecember 2010 and from 7 to 23
February 2011.

3.2

3.3

Representations provided and data availability

The Management Board of the holding company comftrits responsibility for the fair
presentation of the consolidated financial statémemd the preparation of the financial
statements in accordance with the required appécaTcounting policies, and the
correctness of consolidation documentation. Therdatated that it provided us with all
financial statements of the Group companies indude the consolidated financial
statements consolidation documentation and other required owmus as well as all
necessary explanations. We also obtained a wriggeresentation dated 8 March 2011, from
the Management Board of the holding company coiifignthat:
- the information included in the consolidation doeuntation was complete,
» all contingent liabilities had been disclosed ia tonsolidated financial statements,
and
- all material events from the balance sheet dategaate of the representation letter
had been disclosed in the consolidated financidtsients,

and confirmed that the information provided to uaswirue and fair to the best of the
holding company Management Board’'s knowledge ariéfband included all events that
could have had an effect on the consolidated filghstatements.

Consolidated financial statements for prior financal year

The consolidated financial statements of the Graupghe year ended 31 December 2009
were audited by Marcin Jagodgki, key certified auditor no. 90042, acting on &lélof
BDO Sp. z o.0. located in Warsaw at RBpst 12. The key certified auditor issued an
unqualified opinion on the consolidated financidiatements for the year ended
31 December 2009. The consolidated financial statésnfor the year ended 31 December
2009 were approved by the General Shareholderstiieen 20 May 2010.

This is a translation of a document originally issed in the Polish language.
6/13



CAPITAL GROUP DOM DEVELOPMENT S.A.
Long-form auditors’ report
for the year ended 31 December 2010
(in thousand zlotys)

4.1

The consolidated financial statements of the Grdap the financial year ended
31 December 2009, together with the auditors’ apina copy of the resolution approving
the consolidated financial statements and the RirecReport, were filed on 27 May 2010
with the National Court Register.

The consolidated balance sheet as at 31 Deceml®®; #te consolidated profit and loss
account, the statement of changes in consolidageiyeand the consolidated cash flow
statement the year ended 31 December 2009, togeitiethe auditors’ opinion and a copy
of the resolution approving the financial statersewere published in Monitor Polski B
No. 1283 on 2 August 2010.

Analytical Review

Basic data and financial ratios

Presented below are selected financial ratios atigig the economic or financial
performance of the Company for the years 2008 -02Uhe ratios were calculated on the
basis of financial information included in the fiwdal statements for years ended
31 December 2009 and 31 December 20010.

The ratios for the year ended 31 December 2010amtthe year ended 31 December 2009
were calculated on the basis of financial inform@atincluded in the consolidated financial
statements for the year ended 31 December 201tGyéra audited by us.

The ratios for the year ended 31 December 2008e wa&iculated on the basis of financial
information included in the approved consolidatezhricial statements for the year ended
31 December 2009, that were audited by anothetaudi

2010 2009 2008
1623749 1578 299 1764 592
Total assets 773 380 748 664 683 288
Shareholders’ equity 40 480 80 206 224 269
Net profit/ loss
Return on assets (%) 2,5% 5,1% 12,7%
Net profit x 100
Total assets

Return on equity (%) 5,4% 11,7% 44,6%

Net profit x 100

Shareholders’ equity at the beginning of
the period
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Profit margin (%)

Net profit x 100

Sales of finished goods, goods for resale
and raw materials

Liquidity |

Current assets

Short-term creditors

Liquidity 11

Cash and cash equivalents

Short-term creditors

Debtors days

Trade debtors x 365

Sales of finished goods, goods for resale
and raw materials

Creditors days

Trade creditors x 365

Costs of finished goods, goods for resale
and raw materials sold

Inventory days

Inventory x 365

Costs of finished goods, goods for resale
and raw materials sold

Stability of financing (%)

(Equity + long-term provisions and
liabilities) x 100

Total liabilities, provisions and equity

Debt ratio (%)

2010 2009 2008
7,9% 11,4% 25,4%
3,6 3,8 2,8
1,0 0,6 0,4
28 days 13 days 16 days
91 days 290 days 105 days
1 063 days 912 days 1 050 days
72,3% 73,7% 65,0%
52,4% 52,6% 61,3%

(Total liabilities and provisions) x 100

Total assets
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4.2

2010 2009 2008
Rate of inflation:
Yearly average 2,6% 3,5% 4,2%
December to December 3,1% 3,5% 3,3%

Comments
The following trends may be observed based onhlibgeafinancial ratios:

- return on assets ratio reached 2,5% in the y@H0 2nd was lower than the one in the year
2009 and 2008 when it reached 5,1% and 12,7% riagplgc

- return on equity ratio reached 5,4% in the yédr®?and was lower than the one in the year
2009 and the year 2008 when it reached 11,7% ajedsiespectively;

- profit margin ratio in the current year amounted,9 %, for comparison profit margin for
the year 2009 amounted to 11,4% and for the ye@® B925,4%;

- liquidity ratio 1 in the year 2010 leveled ab3yhile in the year 2009 and in the year 2008
the ratio leveled at 3,8 and 2,8 respectively;

- liquidity ratio IIl attained 1,0 as at 31 Deceml#910 and was higher than in previous
accounting periods when it amounted to 0,6 as ab&ember 2009 and to 0,4 as at 31
December 2008;

- debtors days ratio reached 28 days in the yeHd 2ile in the year 2009 and in the year
2008 it reached 13 days and 16 days respectively;

- creditors days ratio lowered in the year 2010dlation to 2009 and reached 91 days,
while in the year 2009 creditors days ratio amodiite290 days, in the year 2008 the ratio
amounted to 105 days;

-inventory days ratio for the year 2010 leveled 863 days and was higher than in the year
2009 when it reached 912 days and higher thareiy¢lar 2008 when it reached 1 050 days;

- stability of financing ratio amounted to 72,3%ads31 December 2010 and slightly differ
from the ratio in the previous year when it amodrite73,7%;

- debt ratio decreased in comparison with the preyviyears and reached 52,4% as at 31
December 2010, the ratio attained 52,6% as at 3emker 2009 and 61,3% as at 31
December 2008.
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4.3 Going concern

Nothing came to our attention during the audit ttetised us to believe that the holding
company is unable to continue as a going conceratfteast twelve months subsequent to
31 December 2010 as a result of an intended or clogy withdrawal from or a
substantial limitation in its current operations.

In Note 3 of the additional notes and explanatitmghe audited consolidated financial
statements for the year ended 31 December 201Qvidmagement Board of the holding
company has stated that the financial statementhefGroup entities, included in the
consolidated financial statements were preparetherassumption that these entities will
continue as a going concern for a period of attlda®lve months subsequent to
31 December 2010 and that there are no circumstaheg would indicate a threat to its
continued activity. According to the Articles of gaciation ofFort Mokotow sp. z 0.0. its

business activity is limited in time, to the datbem Marina Mokotow investment is
finished, however in the opinion of the Managent@odrd of the holding company,
Fort Mokotoéw sp. z 0.0. will continue as a goingicern in the period not shorter
than 12 months subsequent to 31 December 2010.
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3.1

3.2

4.1

DETAILED REPORT

Completeness and accuracy of consolidation documetiton

During the audit no material irregularities wergatbin the consolidation documentation
which could have a material effect on the auditedsolidated financial statements, and
which were not subsequently adjusted. These wontdude matters related to the
requirements applicable to the consolidation docuai®mn (and in particular eliminations
relating to consolidation adjustments).

Accounting policies for the valuation of assets anliabilities

The Group’s accounting policies and rules for thespntation of data are detailed in note 3
of the additional notes and explanations to theu@sconsolidated financial statements for
the year ended 31 December 2010

Structure of assets, liabilities and equity

The structure of the Group’s assets and equity lelities is presented in the audited
consolidated financial statements for the year ér@ddeDecember 2010.

The data disclosed in the consolidated financetesients reconcile with the consolidation
documentation.

Shareholders’ funds including non-controlling interest

The amount of shareholders’ funds is consistert tié amount stated in the consolidation
documentation and appropriate legal documentatdmm-controlling interest amounted to
minus 101 thousand zlotys as at 31 December 2@1@a$ correctly calculated and is
consistent with the consolidation documentation.

Information on shareholders’ funds has been presgeint note 15 of th@dditional notes
and explanations to the consolidated financiakstants.

Financial year

The financial statements of all Group companiesifog the basis for the preparation of the
consolidated financial statements were prepareat &1 December 2010 and include the
financial data for the period from 1 January 20131 December 2010.

Consolidation adjustments

Elimination of inter-company balances (receivablesnd liabilities) and inter-company
transactions (revenues and expenses) of consolidaentities.

All eliminations of inter-company balances (reckies and liabilities) and inter-company
transactions (revenues and expenses) of the cdatadi companies reconcile with the
consolidation documentation.
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4.2 Elimination of unrealised gains/losses of the conktated companies, included in the
value of assets, as well as relating to dividends

All eliminations of unrealised gains/losses of tmnsolidated companies, included in the
value of assets, as well as relating to dividendsomcile with the consolidation
documentation.

5. Disposal of all or part of shares in a subordinateentity

During the financial year the Group did not sely ahares in subordinated entities.

6. Items which have an impact on the group’s result fothe year

Details of the items which have an impact on theupis result for the year have been
included in the audited consolidated financial estants for the year ended 31 December
2010.

7. The appropriateness of the departures from the comdidation methods and application
of the equity accounting as defined in InternationhFinancial Reporting Standards as
adopted by the EU

During the process of preparation of the consafiddinancial statements there were no
departures from the consolidation methods or agfitin of the equity accounting that
would have resulted in the modifications in theitard’ opinion.

8. Additional Notes and Explanations to the Consolidad Financial Statements

The additional notes and explanations to the cahesteld financial statements for the year
ended 31 December 2010 were prepared, in all mahtezspects, in accordance with
International Financial Reporting Standards as tetbpy the EU.

9. Directors’ Report

We have read the ‘Directors’ Report for the perimain 1 January 2010 to 31 December
2010 and the rules of preparation of annual statéshd‘the Directors’ Report) and
concluded that the information derived from thaeited consolidated financial statements
reconciles with these financial statements. Therim&tion included in the Directors’ Report
corresponds with the relevant regulations of therBe of the Minister of Finance dated 19
February 2009 on current and periodic informatiablished by issuers of securities and
conditions for recognition as equivalent the infatibn required by laws of non-EU
member states (Journal of Laws No. 33, item 259).
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10. Conformity with Law and Regulations

We have obtained a letter of representations froenManagement Board of the holding
company confirming that no laws, regulations orvsions of the Group entities’ Articles
of Association were breached during the financesry

Ernst & Young Audit sp. z 0.0.

Warsaw, 8 March 2011
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