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INTRODUCTION

The holding company of Dom Development Capital Group (the ,Group”) is the joint-stock company Dom
Development S.A. (,the Company” / ,the holding company”). The Company has been 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. The Company’s seat is in Warsaw (00-078 Warsaw, pl.
Pitsudskiego 3).

Dom Development was established in 1995 by a group of international investors and in November 1996
Polish management staff joined it. Participation of the group of international investors guaranteed
implementation of western experience and standards as regards home building in the Warsaw market.

The Company is a majority-owned subsidiary of Dom Development B.V. with its registered office in the
Netherlands. As at 30 June 2010 Dom Development B.V. controlled 63.10% of the Company’s shares. The
Company's minority shareholders with more than 5% of shares are Jarostaw Szanacja with 6.25% and
Grzegorz Kietpsz with 5.21%.

1. Structure and activities of Dom Development Capital Group

The following table presents the Group’s structure and the Company's stake in the entities comprising the
Group as at 30 June 2010.

B % of votes held -
Country of % of share capital held oorv Consolidation

Entity name . . . by the holdin
ity registration by the holding company y 'ng method
company
Subsidiaries
Dom Devel t na Dolnej sp. z 0.0. und
Jom Bevelopment na BOINeY sp. 2 0.0- UNAEr pojand 100% 100% full consolidation
IQUIdAtioN .....ccovviiiiiiri
Dom Development Morskie Oko sp. z 0.0. ...... Poland 100% 100% full consolidation
Dom Development Grunty sp. Z 0.0. ....cceeernnn. Poland 46% 100% full consolidation
Joint-venture
, oportionate
Fort MokotOw Sp. Z 0.0. ..ccevvvreviiiiiiieeeeeeee Poland 49% 49% prop _I -
consolidation
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The main area of activity of the companies comprising the Group is the construction and sale of residential
real estate. The activities of the Group are conducted in Warsaw and in its vicinity. The development
projects are usually conducted by Dom Development S.A. In the event when the projects are conducted by
special purpose entities created only for the purpose of those projects, Dom Development S.A. supervises
the completion of the construction investments and sales.

In the period of six months ended on 30 June 2010:
e the Group did not discontinue any of its operations,

e the Group did not make any material equity investments within the framework of the capital group.
All free cash resources were invested by the companies comprising the Group in short term bank
deposits,

¢ no material changes were made to the structure of Dom Development Capital Group.

2. Basis for the preparation of the interim condensed consolidated financial
statements

The interim condensed consolidated financial statements have been prepared on the assumption that the companies
comprising the Group will continue as a going concern in the foreseeable future.

The Polish law requires the Group to prepare its interim condensed consolidated financial statements in accordance with
IFRS, applicable to interim financial reporting as adopted by European Union (“EU”) (IAS 34). At this particular time,
due to the endorsement process of the EU and activities of the Group, there are no differences in the policies applied by
the Group between IFRS and IFRS that have been endorsed by the EU.

The interim condensed consolidated financial statements have been prepared in accordance with IFRS applicable to the
interim financial reporting (IAS 34) and all applicable IFRS that have been adopted by the EU.

These interim condensed consolidated financial statements are prepared based on the same accounting policies as for
the consolidated financial statements of the Group for the year ended 31 December 2009, except for the
implementation of the amendments to existing standards and new interpretations that are effective for financial years
beginning on 1 January 2010 which are described in note 2 of the interim condensed consolidated financial statements.
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3. Basic economic and financial data disclosed in the condensed consolidated
financial statement of the Group for the period of six months ended on 30 June
2010

Selected data from the consolidated profit and loss account (in thousand PLN)

1°* half of 1t half of

2010 2000 ~ Chanee
Sales revenue ..., 302 734 382 582 (21%)
Selling COSES....vvriiiiiiiiiiriee e 14 301 10 993 30%
Overheads .......cocvvvieiniiee e, 21 164 21 869 (3%)
Operating €arnings.........ccccevvevinvnreeenenninnnns 36 491 84 198 (57%)
515340 Y 12.4% 22.3% (44%)
Profit after tax............cccocvveiniiiniiiiieenn, 25 049 64 224 (61%)
Earnings per share (PLN) .......cccocniiiiiiiinnans 1.02 2.62 (61%)

Selected data from the consolidated balance sheet - assets (in thousand PLN)

30.06.2010 31.12.2009 Change

Total @SSets ...cvvvvveviiiiii i 1 561 255 1 578 299 (1%)
Fixed assets ....ccovriivinnniiiininin s 10 116 9 698 4%
Current assets, including: .........cccevveiiinnenn, 1 551 139 1 568 601 (1%)
Inventory ..o, 1222 344 1305117 (6%)
Trade and other receivables..................... 32 645 27 652 18%
Other current assets ........ocvevviieiniiieennns 5483 4 985 10%
Cash and cash equivalents.........ccccceveeenns 290 667 230 847 26%

Selected data from the consolidated balance sheet - liabilities (in thousand PLN)

30.06.2010 31.12.2009 Change
Total shareholders’ equity and liabilities ....... 1561 255 1578 299 (1%)
Share capital......c.coooeieeeeeeeeeeeeeeeee e 24 560 24 560 0%
Shareholders’ equity.........ccooviieiiiniiiniiinnen, 756 044 748 664 1%
Total liabilities .....ceveereeeieeeeee e 805 211 829 635 (3%)
Long-term liabilities........cccooveviiiiiiiiiiiiiins 384 464 396 631 (3%)
Short-term liabilities ........ccccceeeieriieeeeninnennes 420 747 433 004 (3%)
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4. Material events and description of Company’s activities in the first half of 2010

Within the period of six months ending on 30 June 2010, the Group was continuing its development
activities consisting of building and selling residential real estates. The construction works are conducted
according to the general contracting system and the works are contracted to specialized outside
construction companies.

There are several development projects that are simultaneously conducted within the Group. The
Management Board of the Company regularly checks and gives its opinion on:

e current projects during their implementation, both in relation to the progress of construction works
and current and anticipated sales revenues,

e the best manner in which the plots of land from the land-bank may be used,

e the plots of land which may be bought in order to be used during the subsequent development
projects - also in major Polish cities other than Warsaw - conducted in the following years

e optimisation of financing of the Group’s operating activities.

During the first half of 2010 the following material changes in the Group’s portfolio of
investments under construction took place:

Projects commenced in the first half of 2010:

Project Standard Number of

apartments
Regaty 4 phase..........coocvvvveeninnne Popular 202
Saska I 2 phase .....cccccvvvvvveneennn. Popular 145
Klasykdw 1 phase ......ccccceeveernennns Popular 135
Adria 1 phase .......cccceeeviiiiinnennn, Popular 256
Derby 11 oo Popular 87
Derby 20 ....ooccciieiiii e Popular 90

In the first half of 2010 the Group did not complete any projects.

5. Currently realised and future development projects

As at 30 June 2010, there are projects under development consisting of 1 498 units in total. In the Group’s
plans there are defined new construction projects consisting of 6 778 units in total.
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6. Finance management

Consolidated financing structure of the Group’s assets (in thousands of PLN)

30.06. 2010 31.12. 2009 Change

101 = | = T 1561 255 1578 299 (1%)
Shareholders’ equity.........ccccci . 756 044 748 664 1%
QLo =1 1= o oS PT 805 211 829 635 (3%)
Long-term liabilitieS ..uuuuurererererererererererererernrrrrrrrsrerrrerrrerrrerrrerer. 384 464 396 631 (3%)
Long-term loans and borrowings 375 000 384 945 (3%)
AN DONAS ..ooivvii i
Short-term loans and borrowings ..., 209 970 134 218 56%
Asset/equUity ratio...uuieirieieiiiiiiiiiiirieieeee e 48.4% 47.4%
Gearing ratios
Total debt ratio .....ccvvviiiiiiii 51.6% 52.6%
Long-term debt ratio ......ccoiveeviiiiiiiii 24.6% 25.1%
Short-term debt ratio .......ccciivii 26.9% 27.4%
Debt-to-capital ratio ......oeccerereiee e 106.5% 110.8%
Interest bearing debt ratio.........ccccvvviviiiiiiiiiiis 77.4% 69.3%
Liquidity ratios
Current ratio - current assets /short-term liabilities less deferred
INCOME L.evviii i 4.60 5.47
Quick ratio - current assets less inventory /short-term liabilities less
deferred INCOME.....ccvvi i 0.98 0.92
Cash ratio - cash and cash equivalents /short-term liabilities less
deferred INCOME.....ccvvi i 0.86 0.81

Within the period of six months ended on 30 June 2010, the financial condition of the Company and the
Group was good. The liquidity ratios of the Group are at a level guaranteeing safe and effective activities of
the Group.

Also the equity/assets ratio and the level of financial leverage rates (total debt ratio and debt to capital
ratio) as at 30 June 2010 guarantees to a large degree that the Group will be able to pay its liabilities.
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Consolidated Cash flows (in thousand PLN)

1** half of 1** half of Change

2010 2009
Cash and cash equivalents — opening balance ......... 230 847 223 697 3%
Net cash flow from operating activities..............ouveen. 15 901 (78 095) n/d
Net cash flow from investing activities.............ccoeunee. (1 561) (442) n/d
Net cash flow from financing activities ............cernen. 45 480 4 040 n/d
Cash and cash equivalents — closing balance............. 290 667 149 200 95%

7. Description of significant risk factor and factors important for development of
Dom Development Capital Group

Identified by the Management Board significant risk factors and threats to the business activity conducted
by the Company and the Group in the second half 2010 have been presented below.

Macroeconomic factors — Since the middle of 2008 the impact of the world crisis, which initially affected the
banking sector, has also been visible in Poland. The follow on effects of this crisis have been the slowing
down of economic growth, noticeable rise in unemployment, and as a consequence smaller purchasing
power of the Company’s potential customers.

Availability of mortgage loans — stricter lending criteria used by banks when assessing credit worthiness of
their customers led to a situation where many new potential purchasers of flats hit a barrier of
creditworthiness. Lack of new lending solutions (difficult access to loans) and slow recovery from the crisis
by the banking sector may cause the low demand for new flats and houses to continue.

Foreign exchange risk — a significant part of flats and houses purchased by clients is financed with
mortgage loans in foreign currencies, mainly in Swiss franks and Euro. A significant percent of foreign
exchange loans, despite the limitations in obtaining them which have been introduced in 2007, may lead to
the situation in which, in the case PLN weakens compared to these currencies, flat buyers will not be able to
service the loans taken out to finance them, which will increase the supply with the real properties
foreclosed by banks, and this will be accompanied by a limited demand from buyers who will not be granted
such loans.

Concentration of operations on the Warsaw market — the Company’s and the Group’s present and planned
activity is concentrated on the Warsaw market, which, to a large extent, makes the Company’s results
dependent on the situation on this market. However, it can be assumed that in the long-term this will be
the most dynamic residential real estate market in Poland, where the Company and the Group have an
established position and the possibility to further develop their operations. The Company also analyse
further expansion outside the Warsaw market.
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Ability to purchase land for new projects — the source of the Company’s and the Group’s future success is
the ability to continually and effectively acquire attractive land for new development projects at appropriate
dates and competitive prices which will enable generating satisfying margins.

Administrative decisions — the nature of development projects forces the Company to obtain a number of
licenses, permits and arrangements at every stage of the investment process. Despite significant caution
used in the planned schedules of projects’ execution, there is always a risk of delays in obtaining them,
challenges of decisions which have already been made (also due to appeal remedies which have no
consequences for the suing parties) or even failing to obtain them, which affects the ability to conduct and
complete the executed and planned projects.

Risk management in Dom Development S.A. takes place through a formalized process of identification,
analysis and assessment of risk factors. Within this Risk Management process proper procedures and
processes are set forth in respect of identified risks and the implementation of those procedures and
processes are aimed at eliminating or reducing the Company’s and Group's risk.

The key activities adopted by the Company to reduce the exposure to the market risks consist of
appropriate assessment of potential and control of current development projects on the basis of investment
models and decisive procedures developed in the Company the adherence to which is particularly closely
monitored by the Management Board of the Company.

8. The Management Board and the Supervisory Board

Composition of the Management Board of the holding company as at 30 June 2010
Jarostaw Szanajca — President of the Management Board
Janusz Zalewski — Vice President of the Management Board
Jerzy Slusarski — Vice President of the Management Board
Janusz Stolarczyk — Member of the Management Board
Terry Roydon — Member of the Management Board

Composition of the Supervisory Board of the holding company as at 30 June 2010
Grzegorz Kietpsz - Chairman of the Supervisory Board
Zygmunt Kostkiewicz — Deputy Chairman of the Supervisory Board
Richard Lewis — Deputy 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
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9. List of shareholders who have, directly or indirectly through subsidiaries, at
least 5% of the overall number of votes at the General Shareholders Meeting
("GSM") as at the date of preparing this report of the Management Board on the
Group's activities for the 1th half of 2010

Change in the period from
publication of the financial
statements for the year
ended at 31 December 2009

State as at the date of preparing these financial statements

Number of

Shares ce:sit(:; votes at the ;J/to tzzvg;e; Shares

GSM
Dom Development B.V. ......ccccevvveeennns 15 496 386 63.10 15 496 386 63.10 (13 000)
Jarostaw Szanajca ......cccceverriiiinneneenn 1 534 050 6.25 1 534 050 6.25 (200 000)
Grzegorz Kietpsz......cevvevivisnneeennnnnnnns 1 280 750 5.21 1 280 750 5.21 (110 000)

10. 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 the date of preparing this report of the Management
Board on the Group’s activities for the 1th half of 2010

Change in the period from publication of the
financial statements for the year ended at
31 December 2009

Status as at the date of preparation
of these financial statements

Shares Ost?:;i Total Shares OSt?s:sa
Management Board
Jarostaw Szanajca ......ccceeerriiiinnnns 1 534 050 - 1 534 050 (200 000) -
Janusz Zalewski .........coeeereerieennns 300 000 100 000 400 000 (59 000) 69 000
Jerzy SIUSArsKi ..cuveevevereseeesineesnns 9 363 86 100 95 463 (12 000) 34 250
Janusz Stolarczyk ...........coeeeee. 100 200 52 680 152 880 (6 000) 16 830
Terry Roydon ..., 58 500 50 000 108 500 - -
Supervisory Board
Grzegorz Kietpsz.......covvvvviivenennnn. 1 280 750 - 1 280 750 (110 000) -
Zygmunt Kostkiewicz ..........ccee.... 29 500 - 29 500 - -
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11. Forecasts

The Management Board of Dom Development S.A. does not publish any financial forecasts in relation to the
holding company and the Group.

12. Proceedings before court, arbitration authority or public administration
authority

During the discussed period covered by this financial statements, as of 30 June 2010 there were no single proceedings
before any court, competent authority for arbitration proceedings or public administrative agencies, concerning the
Company’s or its subsidiary entities’ obligations or receivables, the value of which would be at least 10% of the
Company’s equity.

At the date of 30 June 2010, the Company was party to proceedings concerning obligations and receivables, the total
value of which was approx PLN 106 890 thousand with total value of proceedings concerning obligations at approx
PLN 82 234 thousand and total value of proceedings concerning receivables at approx PLN 24 656 thousand.

The largest proceeding concerning the Company’s receivables is the enforcement proceeding of the Company’s petition
of 20 January 2009 against Erabud Sp. z 0.0. with its registered seat in Warsaw, in order to enforce an amount of 35%
of the gross price value of real estate i.e. PLN 22 672 419.00 paid to Erabud Sp. z 0.0. on the basis of a preliminary
purchase agreement dated 4 January 2008 and relating to the purchase of real estate in Jozefostaw, municipality
Piaseczno, of surface 88 495 m2.

The largest proceeding concerning the Company’s obligations is closely related with the above—mentioned enforcement
proceedings. This is the matter of the action of Erabud Sp. z o0.0. with its registered seat in Warsaw, for the
performance of the above—-mentioned preliminary purchase agreement dated 4 January 2008. A statement of claim of
Erabud Sp. z o0.0. dated 26 September was served to the Company on 8 October 2009. The value of the dispute
amounts to PLN 64 778 340.00 and is identical to the total gross price for the above-mentioned real estate, as specified
in the said preliminary agreement. In the opinion of the Management Board of the Company, the above-mentioned
statement of claim is unfounded. The Company effectively withdrew from the said preliminary agreement on 17
September 2008. Then, in the absence of Erabud Sp. z 0.0.’s voluntary reimbursement of the downpayment in the
amount of PLN 22 672 419.00, the Company has started the said procedure for enforcement with the court
enforcement officer.

Other proceedings involving the Company have no significant impact for the Company’s activity.

13. Transactions with the affiliated entities

All transactions made by the Company or its subsidiaries with related entities were subject to market
conditions.
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Transactions with the affiliated entities are presented in note 18 to the interim condensed consolidated

financial statements for the period ending on 30 June 2010.

Warsaw, 23 August 2010

Jarostaw Szanajca
President of the Management Board

Janusz Zalewski Jerzy Slusarski

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
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