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Ronson Europe N.V.
LETTER FROM THE CEO

To our shareholders

2009 was a year which the global economy showefirdtesigns of recovery from the internationaldicial crisis of 2008.
For the Polish economy, the crisis was less sevdren compared to other countries. Despite fears \@odies
accompanying the crisis, the Company was abletiteae and even exceed its goals, which is evidehgate following:

- The Company sold 263 units in 2009, and therebiesael its sales goals.

- The value of shares of Ronson Europe at the Wagtaek Exchange increased during 2009 by over 200% f
PLN 0.54 per share at the end of 2008 to PLN 1€f3pare at the end of 2009.

- The Company’s gross operating margin was maintaaedhigh and healthy level of 34.6%.

- The Company has succeeded to improve its balarest skructure by issuing new shares in a privadeguhent
transaction securing gross proceeds of PLN 72.68omil This share issue changed substantially theng@my's
ability to commence new projects in 2010.

- Internal control processes have been improvedderaio control and monitor both income and salesgulures as
well as cost budgets. In addition, internal proesssere enhanced in order to be able to streamjireations and
to be prepared and ready for a planned increasisgdle of the Company’s operations.

- The Company's land bank was improved through it&iang zoning approvals and by progressing with
architectural designs in order to be able to pmsithe Company to be able to commence new progectoon as
market conditions improve sufficiently.

- Last, but not least, the positioning and perceptibthe Ronson brand was improved.

The Polish market overcame the global financiaisiin a relatively smooth way. GDP increased Bdin 2009 and the
unemployment rate reached only 11.5%, an incregsmly 1.5% during the year. During 2009, the WH@&ex increased
by 47%. Moreover, the forecasts for the Polish eaonfor 2010 are positive with projections for atfier increase of GDP
by some 2% to 3%.

The residential market in Poland showed its owilieese in 2009. It is estimated that the numbeuoits completed in
2009 amounted to some 150,000 which was some 64eahe number realised during 2008. However, tbstive trend
was somewhat offset by a decrease in the numbeewafy commenced projects in 2009 as compared t8,28pecially, in
the number of projects commenced by residentiatld@ers, which is estimated to be lower than in&B9 some 39%.
The decreasing number of commenced projects largéligcts the inability of most developers to miest more stringent
borrowing conditions required by banks in the lgsir and generally restricted access to finandorgprojects. According
to our own assessment of the market, such conditigihlikely continue in 2010.

We continue to strongly believe that in the medamd long term, the residential Polish market hojdst promise. Over 4
million new units will need to be built in orderrfBoland to reach the EU27 average number of peitsd,000 inhabitants.
With current annual production topping out at apprately 150,000 units (which has been even furtieeluced in the
current market environment), the long-term shortagie residential market will remain pronounced ahould continue
to create great residential development opporemiti

In our opinion, the Company is in an advantageoositipn to exploit the current market conditiondheTCompany
currently enjoys the following advantages:

- astrong capital structure allowing the Compangstést and finance new projects.
- a pipeline of projects at attractive locations.

- a highly professional staff.

- aknown brand in Warsaw and an emerging brandherd®olish cities.

The advantages mentioned above should give the @wmyrthe opportunity to extend significantly thelsazf its operations
and sales and to rank amongst the largest residleletvelopment companies in Poland.

We wish to thank all of our shareholders for tlegintinued support and confidence in our abilitg&ory out our corporate
vision.

Sincerely,

Shraga Weisman
CEO
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Ronson Europe N.V.
Supervisory Board Report

Supervisory Board report

We take pleasure in presenting the Financial Staésnof Ronson Europe N.V. for the financial ye@®2, accompanied
by the report of the management board. Ernst & godlocountants LLP have audited the Financial Statgmand issued
an unqualified Auditor's Report. We recommend thersholders to adopt the Financial Statementsesepted.

We concur with the Management Board's proposalaéiert up on page 88 to allocate the net profit fer year 2009
amounting to PLN 21,034 thousand to retained egmin

Supervision

During 2009, there were frequent Supervisory Baamd Management Board meetings, during which, anuthers, the
following topics were discussed:

» the Company’s business strategy, including theaesgs by the Company to the changed market envaohas a
result of the 2009 financial crisis;

» the strengthening of the Company’s financial posiincluding the issue of new shares and warramisigl 2009;

» performance review of the Management Board anduatiah of the Company’s remuneration policy;

» additions and changes to the Supervisory Board;

» the corporate governance structure of the Company;

* risk management;

e group restructuring anticipating Polish tax regolas;

* appointment of the Company’s auditors and;

+ financial results and other related issues.

The Supervisory Board (including its committees)t tiérteen times (including eight meetings of thadt Committee)
without the presence of the Management Board toudis among other things, the functioning of thendgement Board.
The Board also met with the external auditors withthe presence of the Management Board. All Supery Board
meetings held in 2009 were attended by the majofithe members of the Supervisory Board. Nondefrhembers of the
Supervisory Board have been absent during moredharSupervisory Board meeting in 2009.

Audit Committee

The roles and responsibilities of the Audit Comegttare to supervise, monitor and advise the ManageBoard and
Supervisory Board on all matters related to riskhagement, audit, control and compliance to relefiaahcial legislation
and regulations. The Audit Committee evaluatespdsgormance of external auditors and related cdstsing 2009, the
Audit Committee met eight times. The Audit Comméttbas also been involved in the process of thectsmteof the
external auditors, with whom the committee met éndeiring the year.

Remuneration and Nominating Committee

It is the primary task of the Remuneration and Nwating Committee to: (i) propose to the Supervis&gyard
remuneration of the members of the Management Boaauding a review and monitoring of the Groug@tal
remuneration policy, (ii) advise the SupervisoryaBb on matters relating to the nominations of bStlpervisory and
Management Board members. The Remuneration and iédimg Committee regularly reviews the SupervisBoard
profile, its effectiveness and composition. The ogttee also reviews the performance of the membktise Management
Board. During 2009, the Remuneration and Nominaiogymittee met a number of times.

Financial statements

The Management Board has prepared the 2009 filast@éements. These financial statements were sbsch at a
Supervisory Board meeting attended by the auditors.



Ronson Europe N.V.
Supervisory Board Report

Change in composition of the Supervisory Board

On 29 May 2009, the General meeting of sharehold@ointed Mr Frank Roseen as a member of the Board
Supervisory Directors for a term of four years.

In order to secure continuity within the Board, tBapervisory Board has adopted an arrangementptiosides for a
staggered expiration of individuals terms. Undés #irangement, the reappointment for a four yelan tof one member of
the Supervisory Board will be scheduled prematui@yhe upcoming Annual General Meeting of shateéis.

Change in composition of the Management Board

During 2009, there have been no changes in the asitign of the Management Board of the Company.

10 March 2010
For the Supervisory Board

Uri Dori,
Chairman



Ronson Europe N.V.
Corporate Governance

Corporate Governance

Governance structure

The Company is a Dutch public company with a lgtim the Warsaw Stock Exchange (‘WSE’). For thasom the
Company is subject to both Dutch and Polish rutesragulations regarding corporate governance.

Corporate Governance Code in the Netherlands

On 9 December 2003, the Dutch Corporate Govern@uremittee released the Dutch Corporate Governaocke At
was updated on 10 December 2008 by the Corporater@ance Code Monitoring Committee to take effectof
financial year 2009. The updated Dutch Corporatee@mnce Code (‘the Code’) contains principles best practice
provisions for management boards, supervisory laiareholders and general meetings of sharebolfieancial
reporting, auditors, disclosure, compliance andexament standards.

Dutch companies listed on a government-recognizedksexchange, either in the Netherlands or elsesyhare
required under Dutch law to disclose in their arimeiports whether or not they apply the provisiohghe Code and, if
they do not apply, to explain the reasons why. CThele provides that if a company's general meetfrghareholders
explicitly approves the corporate governance stinecand policy and endorses the explanation fordawation from
the best practice provisions, such company willlbemed to have complied with the Code.

The Company acknowledges the importance of goodotate governance. The Management and SupervisuaydB
have reviewed the Code, and generally agree wstiputport. The Boards have taken and will take famnther steps
they consider required and appropriate to furthrgriément the Code and improve the Company’'s cotp@avernance
features. This is very much a living process. Itthe Company’s policy to discuss the topic annuaiiyh the

shareholders and schedule it for this purposeHerannual general meeting of shareholders eachdialayear. The
topic has been part of the agenda for each gemezaling of shareholders since 2008.

The corporate governance policy and the corporatergpance framework of the Company were approvedhifirst
time by the shareholders in 2007 at the occasicheiPO of the Company. In view of the evolutidrttee corporate
governance structure and framework since then,tapee is scheduled for further discussion and aygron the
upcoming general meeting of shareholders to bermeldter than by end of April 2010.

Exceptions to the application of the Dutch CorpoeaGovernance Code:

The Company endorses the Code and has appliedeteant best practice provisions of the Dutch Crafm
Governance Code, except for the provisions sebelatw.

II.1.1 A Management Board member is appointed for a maximperiod of four years. A member may be reappointed
for a term not more than four years at a time.

Members of the Management Board that were appoimeéate the end of the financial year 2007, havenkagppointed
for an unlimited period and the Company does nositer it appropriate to renegotiate the existiggeaments, in so
far as this would be possible given the mandatooyipions of Dutch labour law. Any appointmentsnoémbers of the
Management Board after 1 January 2008 have beswmipliance with this provision.

II. 2.1 Options to acquire shares are a conditional rematien component, and become unconditional only vithen
management board members have fulfilled predeteunperformance criteria after a period of at ledlstee years
from the grant date.

The currently outstanding options have been grantembnditionally. The Company shall not amend thesisting
agreements. Considering that the Company is stilh irelatively early stage of development and thatsetting of
credible predetermined performance criteria atrin tef at least three years is not practical at stége, the Company
shall not apply this provision.



Ronson Europe N.V.
Corporate Governance

Governance structure (cont'd)

Il. 2.6 The supervisory board shall draw up regulations aaming ownership of and transactions in securitigs
management board members, other than securitieedsby their 'own' company. The regulations shallposted on
the Company’s website. A management board memiadir giie periodic notice, but in any event at leasice a
quarter, of any changes in his holding of secusitis Dutch listed companies to the compliance effior, if the

company has not appointed a compliance officertht chairman of the supervisory board. A managenbeatrd

member who invests exclusively in listed investriemds or who has transferred the discretionary agement of his
securities portfolio to an independent third patty means of a written mandate agreements is exenfpben

compliance with this last provision.

The Company believes that the restrictions undecibsecurities law are sufficient to govern the ewship of, and
transactions in, securities by members of the Mamamt Board. Implementing additional restrictiormnd potentially
harm the Company’s ability to attract and ensueedbntinued services of the members of the ManageBeard and
the Company therefore believes that applying tei practice provision is not in its best interest.

lll. 2.1 The supervisory board members, with the exceptiorobmore than one person, shall be independethtirwi
the meaning of best practice provision Ill. 2.2.

Our Supervisory Board currently consists of fivenmibers, of which two are independent within the nregof the

Dutch Corporate Governance Code. GE (15.3% shatiglgdland ITR Dori (64.2% shareholding) have agreedse

their voting rights in such a manner to procure thi& Dori will be in a position to nominate indepient supervisory
directors to the Company. Moreover, the Companstislas of association state that the Supervisavgr shall have
at least two independent Supervisory Board dirsctor

lll. 7.3 The supervisory board shall adopt a set of regalai containing rules governing ownership of, and
transactions in, securities by supervisory boardrhers, other than securities issued by their 'ogomhpany. The
regulations shall be posted on the company’s webgitsupervisory board member shall give perioditce, but in
any event at least once a quarter, of any changesis holding of securities in Dutch listed commenito the
compliance officer or, if the company has not apted a compliance officer, to the chairman of thpesvisory board.

A supervisory board member who invests exclusindigted investment funds or who has transfertesldiscretionary
management of his securities portfolio to an indef@at third party by means of a written mandateeagnent is
exempted from compliance with this last provision.

The Company believes that the restrictions undecibsecurities law are sufficient to govern the ewship of, and
transactions in, securities by Supervisory Boaranivers. Implementing additional restrictions woutdgmtially harm
its ability to attract and ensure the continuedvises of Supervisory Board members and the Comphasefore
believes that applying this best practice provisgnot in its best interest.

IV. 3.1 Meetings with analysts, presentations to analystesentations to investors and institutional ineestand
press conferences shall be announced in advandbheonompany’s website and by means of press releBsevision
shall be made for all shareholders to follow thesgetings and presentations in real time, for exanlyygl means of web
casting or telephone lines. After the meetings ptiesentations shall be posted on the company'siteeb

Considering the Company’s size, it would createxeessive burden to provide facilities which enatiareholders to
follow in real time the meetings and presentatim@ferred to in the best practice provision. The @any will ensure
that presentations are posted on its website immtegliafter the meetings in question.

V.3.1 The external auditor and the audit committee shalinvolved in drawing up the work schedule ofitiiernal
auditor. They shall also take note of the findin§¢he internal auditor.

An internal auditor has been appointed during 200 internal auditor started activities in Novem®@09.
Transactions with a conflict of interest

During the financial year 2009, no transactionsedsrred to in best-practice provisions 11.3.4,818 and 111.6.4 took
place involving a conflict of interest relating tlirectors, supervisory board members or naturalaxridgal persons

holding at least 10% of the shares in the compapplying best-practice provisions 11.3.2, 11.3.8.6.1 and 111.6.2 was
therefore not relevant.



Ronson Europe N.V.
Corporate Governance

Governance structure (cont'd)

Statement referred to in Section 3 of the Decre€8fDecember 2004, Stb 747, determining the furtheguirements
concerning the contents of annual reports

Based on Section 391 of Book 2 of the Dutch Civab€ (Act of 9 July 2004, Stb 370, to amend Booke) and the
Royal Decree of 23 December 2004, limited liabiltgmpanies, whose shares — to put it briefly —lsted on a
regulated stock exchange, must include a statemethieir annual reports about their compliance wité principles
and best practices of the Code.

In light of the foregoing the Company confirms tivathe year under review, it did not comply fullyth the provisions
of the Code, nor does it intend to comply with gheliring the current financial year or the nextficial year. Its
reasons for doing so are explained in the paragrapbve.

Corporate Governance Code in Poland

On 4 July 2007, the WSE Supervisory Board adogieccorporate governance rules of the WSE contaméte Code
of Best Practice for WSE-Listed Companies (the ‘WSE&rporate Governance Rules 2008’). The WSE Coteora
Governance Rules 2008 apply to companies listetth@hWSE, irrespective of whether such companiesnamporated

in Poland or outside of Poland. The WSE CorporateeBnance Rules 2008 consist of general recommiendat
relating to best practices for listed companiesrt(Paand best practice provisions relating to ngemaent boards,
supervisory board members and shareholders (Raot$\M).

The WSE Corporate Governance Rules 2008 impose tiigocompanies listed on the WSE an obligationigoldse in

their current reports continuous or incidental mompliance with best practice provisions (with theeption of the
rules set forth in Part I, in respect of which draded on a resolution of the Management BoardeofMSE dated 11
December 2007 WSE-listed companies are not requirguiblish a current report). Moreover, every yeach WSE-
listed company is required to publish a detailedeshent on any non-compliance with the WSE CorpdBaivernance
Rules 2008 (including the rules set forth in Patby way of a statement submitted with the compsrayinual report
(the “Yearly Compliance Statement’).

Companies listed on the WSE are required to justdiyg- or partial compliance with any WSE Corpor@vernance
Rules 2008 and to show the ways of eliminatinggbssible consequences of such non-compliance ostéps such
company intends to take to mitigate the risk of-sompliance with such rule in future.

The Company intends, to the extent practicableotaply with all principles of the WSE Corporate @avance Rules
2008. However, certain principles will apply to t@®mpany only to the extent permitted by Dutch |&vetailed
information regarding non-compliance, as well adit@hal explanations regarding partial compliarveigh certain
WSE Corporate Governance Rules 2008 due to incobilgas with Dutch law, are included in the afarentioned
reports, which are also available on the Compamgssite (www.ronson.pland are being published by way of a
current report to WSE.

The Company makes all efforts to comply with allnpiples of both the Dutch Code and the WSE Corgora
Governance Rules 2008 and to enforce such corpstateture that ensures the Company’s transparentlye most
possible extent. The Company believes that itsrisffare appreciated by its stakeholders and tlesetlefforts will
support the Company’s growth and its reliability.



Ronson Europe N.V.
Corporate Governance

General Meeting of Shareholders

The annual General Meeting of Shareholders shaligbeé within six months after the end of the fin@ahgear to deal
with, among other matters: (i) the annual repait;adoption of the annual accounts, (iii) discassdf any substantial
changes in corporate governance; (iv) discussioneofuneration policy for the Board of Managing Bi@s, (v)
granting of discharge to the Board of Managing Etibes for the management over the past financiar ye
(vi) discussion of remuneration of Supervisory Bbmembers, (vii) granting of discharge to the Suigery Board for
the supervision over the past financial year, \\piblicy on additions to reserves and dividends) &édoption of the
profit appropriation, (x) (re)appointment of menmbeaf the Board of Managing Directors and (xi) (m@aintment of
members of the Board of Supervisory Directors.

Other General Meetings of Shareholders shall bd heloften as the Management Board or the Supeyvidoard

deems necessary. Shareholders representing igtiiegate of at least one-tenth of the Companylsed<apital may
request the Management Board or the SupervisorydBt@ convene a General Meeting of Shareholdeedjngt
specifically the business to be discussed.

Issue of new shares

The Company shall only issue shares pursuant wsalution of the General Meeting or of another ocape body
designated to do so by a resolution of the GerMealting for a fixed period not exceeding five yedrse designation
must be accompanied by a stipulation as to the pumbshares that may be issued. The designatignemeh time be
extended for a period of up to five years. The giesiion may not be cancelled, unless the designgifovides
otherwise. A decision by the General Meeting taiésshares or to designate another body to issuessban only be
taken upon the proposal of the Board of Managimg®ors. The proposal is subject to the approvathefBoard
of Supervisory Directors.

The Board of Managing directors is, subject to @pproval of the Supervisory Board, authorized sohee to issue
shares for a certain period that lapses at 9 Oct®B&l for a maximum issue of shares of 25% ofitiseed share
capital immediately prior to that issue, with ameegggate maximum of all non-issued shares of thecgizied capital.

Each shareholder shall have a pre-emptive right mispect to any share issue in proportion to guyeemate amount of
his shares, except if shares are issued for a asin-@wonsideration or if shares are issued to erapbyf the Group.

As the two leading shareholders — ITR Dori B.V. @i Real Estate CE Residential B.V. — are contrgltiespectively
64.2% and 15.3% of the Company’s share capitaivatek in the General Meeting of Shareholders ofQbmpany, the
change of control over the Company is not possilifeout their consent and involvement. In additithe two leading
shareholders are represented both in the Supeyusard and in the Management Board of the Company.

Supervisory and management boards

The Company has a two-tier corporate governanagctsie, consisting of an executive Management Bdtrd
‘Management Board’) and a non-executive Supervi®wgrd (the ‘Supervisory Board’). The day-to-daynagement
and policy-making of the Company is vested in thenisgement Board, under the supervision of the Sigoey Board.
There are currently six members of the Managemeratrd whose names are set out below. The Supervidoayd
supervises the Management Board and the Compameyisrgl course of affairs and the business it casdlicalso
supports the Management Board with advice. In perifog their duties the Supervisory Board memberstnaigt in
accordance with the interests of the Company aadtisiness connected with it.

Supervisory Board

The Articles of Association provide that the Compahall have a Supervisory Board consisting okast three and at
most seven persons of which at least two Supenvifirectors shall be independent. Supervisory Daec are
appointed by the General meeting of shareholdera feeriod of four years. After holding office ftire first period of
four years, Supervisory Directors are eligible ferelection for two additional terms of four yeasch. The General
meeting of shareholders shall establish the renatioerfor each Supervisory Director.
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Corporate Governance

Supervisory Board Committees

The Supervisory Board is supported by two comnsttee

* the Audit Committee;

¢ the Remuneration and Nominating Committee.
These committees are composed from members of upber@sory Board with relevant experience. All coittees
operate under the overall responsibility of the &ujsory Board, in accordance with the best pracitipulations of the
Dutch Corporate Governance Code.

Composition of the Supervisory Board

Uri Dori (age 67, Israeli citizen, male), Chairman

Uri Dori was appointed as member of the Superviddoard of the Company on 28 September 2007. Hdnds t
Chairman of the Management Board and Chief Exeeufifficer in U Dori Group Ltd (formerly: U. Dori Eyineering
Works Corporation Ltd.) Mr Dori is a board membdr tbe following companies: U. Dori Engineering Werk
Corporation Ltd., ACAD Building and Investments LtdACAD Equipment and Assets (1979) Ltd., ROM GEVES
Casing and Covering (1997) Ltd., Innovate Ltd., Bart Limited, U. Dori Technologies & Investmeihtsl., Maor —
Mortgage Bonds Backed Securities (1999) Ltd., Mendonited, Bay Heart Assets (1994) Limited, Undoran
Engineering Ltd. (formerly: U.N. Dori Ltd), ZigguréSystems Ltd., U Dori Construction Ltd (formerly. Dori
Construction and Infrastructure Ltd.), Mildan Iatihg and Investments Ltd, Udor Holdings Ltd. arat&l Energy Ltd.
His current term as Supervisory Director expiresSeptember 2011. There is no conflict of interestween the
Company and other business activities of Mr Dori.

Mark Segall (age 47, US citizen, male), Vice-Chaam

Mark Segall was appointed a member of the SupawwiBoard of the Company on 28 September 2007. Matbés the
founder of Kidron Corporate Advisors LLC, a corpieradvisory and mergers and acquisitions boutigod,of Kidron
Opportunity Fund I, LLC, a small private equity turPrior to forming Kidron in 2003, he was the Guet executive
officer of Investec Inc. Mr Segall serves on thatabof directors of Integrated Asset Management ahd Answers
Corporation. His current term as Supervisory Dieaxpires in September 2011. There is no confifcinterest
between the Company and other business activitits &egall.

Frank Roseen (age 47, Greek citizen, male)

Frank Roseen was appointed a member of the SupgyvBoard of the Company on 29 May 2009. Since 2000
Roseen has been the General Counsel of GE Redk Eataope SAS. Prior to 2009, Mr Roseen was ansinvent
director at Orion Capital Management, a Europeaih @state private equity fund and, until 2002, res\a partner at
Norton Rose law firm. He has been serving as a reembthe board of directors of DxO Labs since 2868 AZMT
Holding B.V. since 2007. He is also a member of til@nagement board of Olympian B.V. (under incorpord. His
current term as Supervisory Director expires in N2&t3. There is no conflict of interest between @wmpany and
other business activities of Mr Roseen.

Yair Shilhav (age 50, Israeli citizen, male)

Yair Shilhav was appointed a member of the SuperyiBoard on 28 September 2007, and he is the @hairof the
Audit Committee. Since 2004, Mr Shilhav has beendtvner of a business consulting office. Betweeb02ind 2003,
he was a member of the executive directory comeitie the audit firm, Somekh Chaikin, a member ofM@®.
Between 1995 and 2003, he was the head of the Haifech of Somekh Chaikin, of which he was parfran 1990 to
2003. Prior to becoming a partner at Somekh Chalenwas head of the professional and finance tepat of the
same firm. He was also the head of the accountauyty at Haifa University between 1998 and 208 current
term as Supervisory Director expires in SeptemB@il2There is no conflict of interest between tloenpany and other
business activities of Mr Shilhav.

Reuven Sharoni (age 71, Israeli citizen, male)

Reuven Sharoni was appointed a member of the SispeyvBoard on 23 June 2008. Mr Sharoni's recersitjpms

include Deputy Manager and head of Non Life Arieeurance Company Ltd. from 1980 to 1984. In they4884 to
2000, he acted as Deputy General Managing Direatdrfrom 2000 until 2002 as the General Managingdor of

Arieh Insurance Company Ltd. Since 2003, Mr Shahars been an active chairman of Shirbit Insurarmagany Ltd.
and since 2006 also a Chairman of Millenium PenSanings Ltd. Mr Sharoni graduated from Hebrew @rsity

Jerusalem — Middle East Studies, International itdfaHe also completed his MBA studies at Sehilleiversity in

Paris. His current term as Supervisory Directopies in June 2012. There is no conflict of interestween the
Company and other business activities of Mr Sharoni
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Management Board

The management of the Company is entrusted to thealgement Board under the supervision of the Sigwew
Board. The Articles of Association provide that tManagement Board shall consist of two or more rgengpdirectors.
Managing directors are appointed by the Generalinggef shareholders. The Management Board shatditae often
as a managing director requests a meeting. Alluésns by the Management Board shall be adoptedrbgbsolute
majority of the votes cast.

The Management Board as a whole is responsiblegterday-to-day management, including comprehengsie
management control, financing and regulatory coamgié.

The Company and its operating companies are orgdwikbng clear functional reporting lines. Throughitne Group,
corporate and operating accountabilities, rolesrasdonsibilities are in place.

Composition of the Management Board

Shraga Weisman (age 58, Israeli citizen, male)

On 10 October 2008, Mr Shraga Weisman was appoiasechanaging director A and President of the Mamagé
Board, for a term of four years and granted the @hief Executive Officer’.

Mr Weisman served as ‘Chief Executive Officer’ a§tfdar Building Company Ltd. from 1997 until May 30@\shdar
Building Company Ltd., listed on the Tel-Aviv Stogkxchange since May 2007, is one of the largedt estate
development companies in Israel focusing on resialend commercial projects, hotels and proteetezbmmodation
projects. From 1990 to 1997, he was ‘Chief Exeeu®fficer’ of Natanya Tourism Development Compamich
developed residential and infrastructure develognpeojects in Israel. Mr Weisman holds a BA titlerh Tel-Aviv
University, an MSC title from Technion, the Israkistitute of Technology, and is a certified restage appraiser in
Israel. Mr Weisman does not perform any activitdger than for the Company.

Tomasz tapiski (age 33, Polish citizen, male)

On 23 June 2008, Mr LafBki was appointed as managing director A and memwibire Management Board, for a term
of four years and granted the title ‘Chief FinahG#icer’.

Between 2000 and 2008, Mr Lapki worked in the investment banking division of iOredit Group in Warsaw
(formerly of HVB and of Bank Austria Creditanstalt) in UniCredit CA IB Poland (formerly CA IB Finaiad
Advisers). His experience in investment bankindudes mainly M&A (mergers and acquisitions) trartgacs as well
as other corporate finance related assignmentsvasealso responsible for equity capital market (BGfdnsactions,
including the initial public offering of Ronson Eyre N.V. Before joining CA IB Financial Advisergom 1998 to
2000, Mr taphski worked for the consulting company Central Eerdpust. Mr Lapiski graduated from Warsaw
School of Economics (Finance and Banking FaculM).tapinski does not perform any activities other than tf@
Company.

Andrzej Gutowski (age 40, Polish citizen, male)

On 10 October 2008, Mr Gutowski was appointed asageng director A and member of the Management &dar a
term of four years and granted the title ‘Sales lslagketing Director’.

Mr Gutowski has been employed by Ronson Developrivamagement Sp. z o.o. for five years as the ‘Saleb
Marketing Manager’. Mr Gutowski is also a membetle management boards of many subsidiaries oCtmpany.
Before joining Ronson Development Group, betwee®418003 Mr Gutowski worked for Emmerson Sp. z o.0.
(leading real estate agency and Advisory ComparilggérPolish market) as Director of Primary Markatsl member of
the management board. From 1988 until 1993, Mr @skd studied at Warsaw School of Economics (Fordigade).
Mr Gutowski does not perform any activities othwart for the Company.

David Katz (age 66, Israeli citizen, male)

David Katz was appointed as managing director Braathber of the Management Board of the Company Ontaber
2007. Since 1983, Mr Katz has been the Vice PrasideU Dori Group Ltd (formerly: U. Dori Engine@g Works
Corporation Ltd.) and is currently the manager h& tnitiative department outside of Israel in U.rDBngineering
Works Corporation Ltd. From 1969 to 1983 he wasgagomance engineer at Ashtrom Engineering & Camsion

Ltd. He is a member of the board of the followirampanies: U. Dori Engineering Works Corporation.Ltdlr.R Dori

B.V, D.A.C. Engineering Ltd, ACAD Building and Inggnents Limited, ACAD Equipment and Assets (197@)ited,

U. Dori Technologies & Investments Ltd, Bay HeagsAts (1994) Limited, U Dori Construction Ltd (farty: U. Dori

Construction and Infrastructure Ltd), Mildan Inftiey and Investments Ltd, David K. Holdings Ltd.€Fa is no conflict
of interest between the Company and other busiessties of Mr Katz.
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Composition of the Management Board (cont’d)

Karol Pilniewicz (age 31, Polish citizen, male)

On 10 October 2008, Mr Pilniewicz was appointesgnasiaging director B and Member of the Managemeitr@&dor
a term of four years.

Mr Pilniewicz is employed by GE Real Estate Cengmatl Eastern Europe. Before joining GE Real Estztyeen
2003-2008 Mr Pilniewicz was employed by Aareal B@n&. In 2002-2003, Mr Pilniewicz worked in ING Rdszstate
Investment Management Poland. Mr Pilniewicz is geddd from Academy of Economics in Katowice. Thisr@o
conflict of interest between the Company and othesiness activities of Mr Pilniewicz.

Amos Weltsch (age 58, Israeli citizen, male)

Amos Weltsch was appointed as managing directond member of the Management Board member on 1 @ctob
2007. Mr Weltsch has been the chief operating effiand member of the Management Board of Cinemg Cit
International N.V. since 1980. He has also heldouasr senior management positions with Israel Tlesatimited and
affiliated companies since 1980. From 1974 to 1%#8was a manager at L. Glickman Building Mateyiatsd from
1978 to 1980, a managing director of Eitan Cememited. There is no conflict of interest betweea tbompany and
other business activities of Mr Weltsch.
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Explanatory notes by reason of the Decree, Articl@0 of the Takeover Directive

By reason of the Decree of 5 April 2006 to implemnarticle 10 of Directive 2004/25/EC of the Europdarliament
and the Council of the European Union of 21 ApfD2 regarding public takeover bids, Ronson Europé. K{the
Company’) provides the following explanation:

a. Capital structure of the Company
The capital of the company consists of one classhafes, being ordinary shares with a nominal vafuEUR 0.02
each. Information on issued shares has been irtludeer Note 22 to the Consolidated Financial Statgs.

b. Restriction on transferring shares or issued asjtary receipts with the Company’s co-operation
The Articles of Association of the Company haverestriction with respect to the transfer of shafdgee Company has
no depositary receipts issued with the Companyepration.

c. Duty to report interests in the Company

The Company has been notified regarding sharetoldéth a substantial holding in accordance with & on
Financial Supervision (5% or more) in the Compahy.R. Dori B.V., GE Real Estate CE Residential Bahd
Amplico Otwarty Fundusz Emerytalny and ING Otwafiyndusz Emerytalny).

d. Special controlling rights
The Company has issued no shares with specialatiimgrrights.

e. Employees’ shares
The Company currently does not hold any employesesischeme or option plan where the control rigines not
exercised directly by the employees.

f. Restriction on voting right and issue of depasiy receipts
No restrictions are currently imposed on votinghtigattached to issued shares. The Company haepasithry
receipts issued with the Company’s co-operation.

g. Agreements with shareholders

Currently, the Company is unaware of any sharelhddeeements, except for the so-called Relationsigigement
between its two largest shareholders, I.T.R. Dov.Eand GE Real Estate CE Residential B.V. whidls $erth certain
rights and obligations of the two largest sharetddwith respect to each other. For a descriptiothe Relation
Agreement reference is made to pages 75 to 77eo€tmpany's Prospectus dated 10 October 2007 dakdwdrom
the Company's websitesww.ronson.pl

h. Regulations pertaining to the appointment andsdiissal of executive and supervisory directors amdendments

to the Articles of Association
By virtue of articles 13 and 14 and articles 21 a8df the Articles of Association, the general tivegis authorised to
appoint, suspend or dismiss members of the ManageBeard as well as members of the Supervisory @&oéhe
Directors shall be appointed from a list of nomsjezontaining the names of at least two persongdoh vacancy, to
be drawn up by the Board of Supervisory Directéreaomination which is drawn up in time shall bediimg. However,
the general meeting may deprive the nominatiorntsobinding character by resolution adopted with aamity of not
less than two thirds of the votes cast, represgmtiare than half of the issued capital. The membgtse Management
Board and the Supervisory Board may be suspenddismissed by the general meeting at any time.résalution to
suspend or dismiss a Director has not been propgmgéte Board of Supervisory Directors, the resotuto suspend or
dismiss a managing Director is adopted with no$ lggn two thirds of the votes cast by shareholdefresenting
more than half of the issued capital.
By virtue of article 40 of the Articles of Assodia, the Articles of Association can only be amehdethe proposal of
the Board of Managing Directors subject to apprdsah the Supervisory Board and the shareholders.

i. The powers of the board

By virtue of article 5 of the Articles of Associati, the Management Board is, subject to the appaivilae Board of
Supervisory Directors, authorised to resolve tamasshares for a certain period that lapses at 8bect2011 for a
maximum per issue of shares of 25% of the issuedesbapital immediately prior to that issue, with aggregate
maximum of all non-issued shares of the authorieate capital.

j- Important agreements when issuing a public bid
The Company is not aware of any existing agreeméith is relevant in the context of the issuanca ptiblic bid.

k. Agreements with executive directors or employiethe event of a public bid
The employment contracts the Members of the Manageémoard do not contain any specific clauses whétér to a
change of control in the Company.

10



Ronson Europe N.V.
Remuneration Report

Remuneration Report

Introduction

The Extraordinary General meeting of shareholdetd bn 1 October 2007, upon recommendation of tnEe&isory
Board, approved the Company’s remuneration polibictv sets forth the terms of remuneration of thenimers of the
Management Board. The same General meeting app@Vetg-term incentive plan for members of the Mpamaent
Board and other key personnel of the Company andubsidiaries. The remuneration for the SuperyiSward was
also adopted at the same General shareholdersingeet

Remuneration Policy

The objective of the Company’s remuneration poigto provide a compensation program that allovesGompany to
attract, retain and motivate members of the Superyiand Management Boards and those who havehthmaater
traits, skills and background to successfully leadnage and supervise the Company. The remunerpglbicy is
designed to reward members of the Management Beawdi®ther key personnel for their contributiorthte success of
the Company. Each of the Supervisory Boards meméesives fixed annual remuneration and remunergien
attended at meeting.

Governance

The General meeting of shareholders approves pdcss of the remuneration policy for the Managentwdrd. The
General Meeting of Shareholders further determihesemuneration of the Supervisory Board. Compénsaf both
the Supervisory Board and Management Board is wederegularly. The Supervisory Board has a dedicate
Remuneration Committee.

Remuneration of the Management Board

Shraga Weisman

Mr Shraga Weisman is a member of the ManagementiBafaRonson Europe N.V. has entered enter intoresuaiting

agreement with Ronson Europe N.V. as well as anl@myent contract with a subsidiary of the CompaRypr{son

Development Management Sp. z 0.0.). The termssoEbinpensation package include a gross monthlpffége PLN

equivalent of EUR 25,000 In addition, he is entitte an annual bonus set at 3.3% of the consotidateual pre-tax
profit of the Group. Mr Weisman is also entitledrémbursement of housing and office costs amognimto the PLN
equivalent of EUR 3,000 per month, as well as @eréher social and medical insurance costs. Hispensation also
includes a reimbursement of reasonably incurred dowlmented expenses related to the proper penfaenaf his

consulting agreement up to the amount of EUR 5@#Ccalendar year as well as reimbursement of dsts celated to
his and his family’s travel to Israel up to the nmaxm amount of EUR 20,000 per year and a company ca

Tomasz tapiski

Mr Tomasz tapiski as a member of the Management Board of Ronswapg N.V. has entered into an employment
contract with a subsidiary of the Company (Rons@vdédopment Management Sp. z 0.0.). The conditidnthe
employment contract include monthly salary of PLRG®O, reimbursement of the medical insurance casts a
company car. In addition, he is entitled to an ahfuonus set at 0.75% of the consolidated annwatg profit of the
Group.

Andrzej Gutowski

Mr Andrzej Gutowski as a member of the ManagemesdrB of Ronson Europe N.V. has entered into an eynpént
contract with a subsidiary of the Company (Rons@vdédopment Management Sp. z 0.0.). The conditidnthe
employment contract include a monthly salary of PROI000, reimbursement of the medical insurancéscasd a
company car. Mr Gutowski is also entitled to qudytbonus based on the value of the apartmentskgottie Company
in the particular quarter. His bonus is capped ataximum amount of PLN 28,000 per quarter. Mr Gugkiws also
entitled to participate in the Company’'s Employ¢ec® Incentive Plan (see below).
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Remuneration of the Management Board (cont’d)

David Katz

Mr David Katz is not entitled to any remuneratioori Ronson Europe nor from any of the Company'sisligries
except for a reimbursement of out-of-pocket expemetated to services provided to the Company (inaiomprising
travel and accommodation expenses).

Amos Weltsch

Mr Amos Weltsch is not entitled to any remuneratimm Ronson Europe nor from any of the Companyissidiaries
except for a reimbursement of out-of-pocket expemekated to services provided to the Company (ipaiomprising
travel and accommodation expenses).

Karol Pilniewicz

Mr Karol Pilniewicz is not entitled to any remungoa from Ronson Europe nor from any of the Company
subsidiaries except for a reimbursement of outarfkpt expenses related to services provided t&tmepany (mainly
comprising travel and accommodation expenses).

Remuneration of the Management Board in 2009

Total compensation of the current Members of thendgement Board and the former Member of the Managem
Board, Mr Dror Kerem, in 2009 — not including angniefits from the employee stock incentive plan (shHaased
payments) and the company car — amounted to RZRl4housand, of which the compensation of:

- Mr Shraga Weisman amounted to PLN 2,656 thousand,

- Mr Tomasz tapiski amounted to PLN 734 thousand,

- Mr Andrzej Gutowski amounted to PLN 423 thousand,

- Mr Dror Kerem amounted to PLN 908 thousand.

Long-term incentive plan

Towards the end of 2007, an employee stock incerglan (the ‘Employee Stock Incentive Plan’) waglemented.
The Employee Stock Incentive Plan comprises a mawxirof 4,000,000 shares for members of the ManageBward

and key employees of the Company. The General ngeefi shareholders has resolved to authorize thperSisory

Board to determine, with the participation of adeone independent member of the Supervisory Btaedexact terms
of any stock or stock-based incentive scheme, hagérsons entitled to participate therein, upenrdtommendation
of the Management Board. In addition, under susbltgion, the Company may purchase its shareseimpien market
to satisfy any share entitlements upon exercisangf options issued or granted under its EmployeekSincentive

Plan. The actual grant of share options is disddsehe Notes to the Consolidated Financial Statgs

On 5 November 2007, the Company issued 1,900,0€60nzpwith an exercise price of PLN 5.75 each agtitrto
obtain 300,000 shares. Following the resignatiokeyf management employees in 2008 and 2009, adbiaP 60,667
options were cancelled, whereas the right to oki38i?,000 shares was exercised during 2008. Duhiegyéar ended
31 December 2009, the other selected employeesjdimed the option programme had not exercised @ngheir
options.

Remuneration of the Supervisory Board

Each Supervisory Board member currently receivesaamual remuneration of EUR 8,900 and EUR 1,500 per
attendance at meetings or EUR 750 if attendanbg telephone. Moreover Supervisory Board membezrseatitled to
reimbursement of out-of-pocket expenses relatesktuvices provided to the Company (mainly compridiagel and
accommodation expenses). The Supervisory Board mendre not entitled to any benefits on terminatdriheir
service. Two Supervisory Board members (Mr Uri Daovd Mr Frank Roseen) have waived their remunerdtmm the
Company. The remuneration paid (or accrued) toSthgervisory Board members includes only the renatier for

the remaining members: Mr Mark Segall, Mr Yair 8 and to Mr Reuven Sharoni. The total Supervi®®ogrd
remuneration during 2009 amounted to PLN 259 thodiggEUR 60 thousand).
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Risk Profile and Risk Management

Risk Profile

Management believes that the residential marketwhkole in Poland is less saturated than in angratbuntry within
the European Union, including also the developiagntries in Central and Eastern Europe, which megal provides
for many opportunities for residential developétswever due to the fact that the Polish econonstiisexperiencing
many dynamic changes, it may be sensitive to piaiemp and down-turns. These market conditions farmmportant
and significant risk factor for the Company and dtiner residential developers, as the developmeaegs (including
stages such as the purchase of land, the prepacdtiand for construction works, the constructmocess itself and,
finally, also the sale of apartments) may take sgveears from start until completion. It is impamt to understand that
decisions taken by the Company must assume awveiationg-term time horizon for each project as lwasd a
significant volatility of land prices, constructi@ost levels and sales prices of apartments dihnegluration of projects
which may have a material impact on the Compansofitability and financing needs.

Another specific risk is associated with the raggdyelopment of many Polish cities which very oftevolves a lack of
stability of development plans which could subgtdlyt impact the likelihood that projects on padiiar sites are
realised as initially desired or planned. Quiteenftresidential developers are interested in buldng parcels without
zoning conditions or without a valid master plantfte area, which would allow for a better assesgrobthe ultimate

value of the plot. Pursuing such market opportasitinay result in relatively low prices of the lgmatcels. However,
this strategy may result in increasing operati@mal financial risks for the developer. Moreovermmging development
plans of the cities could also impact the plannedetbpment and realisation of utility infrastrueuincluding water,
gas, sewage and electricity connections), whidaitical factor for the Company and other develspétowever, for a
vast majority of land parcels, the Company hasaalyeobtained zoning approvals, which reduces figis to the

Company significantly.

Another operating risk lies within the constructipnocess itself. The Company does not operate atrmmtion
business, but, instead, it hires third party gdnematractors, who are responsible for running abestruction and for
the finalisation of the project including obtainirayl permits necessary for safe use of the apatsndémportant
selection criteria when hiring a general contractmlude experience, professionalism and finansteéngth of the
contractor as well as the quality of the insurgmalicy covering all risks associated with the comstion process.

Recent turbulence in the financial markets hasltex$in a lack of stability in the manner in whithancing institutions

(banks) have approached both real estate compané#dividual customers when applying for a maggéoan. As

the real estate business is very capital consuntiegrole of the banking sector and its lendindit&s are crucial for

the Company leveraging not only when land parcets acquired but also during the later stages okldgwment,

especially during the construction phase. Moreaver availability of external financing is a crdaiéement driving the
demand for apartments, as the vast majority ofcastomers is using mortgage secured loans to findrepurchase of
apartments.

For addition information see Note 31 of the Corsatted Financial Statements.
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Risk Management

As part of its risk management measures, the Coynjsarequesting, monitoring and taking insuranckcpes for most
common risks associated with the activities otiatractors and their subcontractors, includingstorction companies
and architectural designers, as well as insuraptieigs with respect to third-party liability. Iiné Company’s opinion,
these insurance policies offer adequate coveragehto financial consequences of any misconduct ai@any’s
business partners.

In order to mitigate the market risks involved witle Company’s activities, the Company appliesvaik internal
procedures, which include, for instance, a stipotathat any acquisition of land requires unanimapproval of the
Management Board of the Company. Moreover, in nespdo the recent increasing market instabilitg, @ompany
decided to scale down the size of individual prigecffered for sale, by splitting larger residehfiojects into
relatively smaller phases (usually at below 100wufor each stage of completion). The Company siplor 2010
assume the commencement of construction of sewsrpngects comprising some 500 to 600 units to did, svhich
means that the average scale of each new projecstage of completion, will be below 100 unitheTCompany is
mitigating the risks related to the constructiongass by selecting and hiring experienced consdrucompanies with
good reputation and proven track-record in Poland.

Moreover, various other organisational measuresprodedures were implemented in order to improeedhality of
operations and to incorporate adequate checks aaddes, including approvals, authorisations, weivig investment
decisions and so on. As part of implementing beatfire provisions of both the Dutch and Polishpooate
governance codes, the Company introduced a tailotednal risk management and control system. Ru#f09, the
proper operation of the new internal risk managdnagr control system has been monitored. The etratuavas
discussed with the members of the Audit Committed the Supervisory Board. Also, the Company hasta s
whistleblower rules in place to ensure that empdsyef the Company and its subsidiaries have thsilpbly of
reporting alleged irregularities of a general, atienal or financial nature.

The Company’'s Management Board believes that iisting risk management measures are sufficientrowvige a
reasonable degree of certainty as to the absenoatefial inaccuracies in the financial reportilngses and fraud.

For a description of the Company’s financial rislamagement reference is made to Note 31 of the Gdatex
Financial Statements.
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Directors’ Report

General

Introduction

Ronson Europe N.V. (‘the Company’) is a Dutch pulgldompany with its statutory seat in Rotterdam, Nle¢herlands,
and was incorporated on 18 June 2007.

The Company (together with its Polish subsidiaritee Group’) is active in the development and saleesidential
units, primarily apartments, in multi-family resit@l real-estate projects to individual custormiarBoland.

The shares of the Company are traded on the Wastavek Exchange since 5 November 2007. As at 31 iDbee
2009, 64.2% of the outstanding shares are heldTRI Dori B.V. (‘ITR Dori’), 15.3% of the outstaimy shares are
held by GE Real Estate CE Residential B.V. (‘GE IResate’) and the remaining 20.5% of the outstagdihares are
held by other investors including Amplico Otwartyrfdlusz Emerytalny and ING Otwarty Fundusz Emerytaln
whereby each party is holding an interest of betw®&% and 10% of the outstanding shares. On 9 M26dl9, the
market price was PLN 1.63 per share giving the Caomga market capitalization of PLN 443.9 million.

Company overview

The Company is an experienced, fast-growing anahjo residential real estate developer expandmgebgraphic
reach to major metropolitan areas across Polanderbging upon its large portfolio of secured sitbg Company
believes it is well positioned to become a leadegjdential development company throughout Poland.

The Company aims to maximize value for its shamdysl by a selective geographical expansion in Rodenwell as
the creation of a portfolio of real estate develepimproperties. Bearing in mind the current difficand uncertain
market conditions, the Company believes that iteeltgment strategy should allow it to adjust tostheonditions
through spreading risks, evaluating and potentiatigdifying the number of projects and their sizeswveell as
considering various geographical locations.

Until 31 December 2009, the Group has completecbtejects comprising 1,406 units with a total apé®7,100 m,
having delivered to clients 1,271 units with a kateea of 86,800 fan The remaining 135 units in these completed
projects, with a total area of 10,300, rare expected to be delivered during 2010 and 264 page 23).

As of the date of this Annual Report, the Grounishe midst of developing four projects comprisagotal of 371
units, with a total area of approximately 37,508 mhich are expected to be completed during 204 @ddition, the
Group has a pipeline of 22 projects in differemaigsss of preparation, with approximately 5,300 rsiihl units with a
total area of approximately 385,008 for future development in Warsaw, Poan#/roctaw and Szczecin.

Despite challenging market conditions, the Compsusales results have been gradually improving siheefourth
quarter of 2008, which was the most difficult perfor the Company as well as for the entire marReting the year
ended 31 December 2009, the Company sold 263 asiteet sales (taking into account cancelationsre$gbes
agreements), which corresponded to 50% of the uhiés were offered for sale in the beginning of tyear.
Management believes this was a good result giverpthvailing market conditions. As the number atsunffered by
the Company diminishes due to progressing salesCtmpany intends to benefit from improving marlketd plans to
initiate seven new projects during 2010. Howewerorider to minimize the market risk, managemersceling down
the new projects into relatively smaller stages.rédoer, the current development plan assumes dgraghemings
spread out during next few quarters and in the eeEany market deterioration or difficulties wigtecuring financing
from the banks for the considered projects, managémay delay some of those plans.

Market overview

Following turbulences in the financial sector, theidential markets, also in Poland, experienceigjrificant decrease
in the number of transactions and a diminishing aegirfrom customers having problems arranging mgedeans. As
a result, in the fourth quarter of 2008 and in fihg quarter of 2009, Polish market witnessed tuittal decreases in
the value of real estate projects and in the prafesesidential dwellings. During the second quaiié 2009, the
situation on the residential real estate marketesieto stabilize both with respect to the levepates and with respect
to the availability of mortgage loans to the prevatdividuals. These trends were confirmed by pasiales results for
the Company. The Management Board continues to taiaim moderately positive view, as a further iasee in
demand is being confirmed by positive sales resultke first two months of 2010, even despitedbereasing number
of units offered for sale by the Company.
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Market overview (cont’d)

Management expects that the Polish market shatlesit a further increase in demand for apartmer2919. Taking
into consideration the significant decrease inrthmber of new projects introduced to the mark&(d@9 in comparison
to 2008 which has resulted in a decreased supphewfapartments in the market, the Management Begpdcts an
improving market environment in 2010.

The Polish economy has proven to be relativelyngfreven during the recent turbulent times, whicktambination
with the general scarcity of dwellings in Poland omparison to most other European countries)teseavhat
Management believes, solid long-term prospectsfudher development of the residential real estatgket. In the
opinion of the Management Board, the Company id wesitioned to adapt to changing market conditiansl is
preparing new projects for development, which vl distinguished in the market by their locationalgy and
attractive pricing. Management believes that theitp@ sales results of the Company during the yeaded
31 December 2009 appears to confirm that the Cognpas adapted to the changing market environment.

Notwithstanding an improvement of market conditiath® Management Board remains focused on minimiziarket
risks. As a consequence, the Company is now takingry selective approach when initiating new mrgieln the
preparation phase of all projects, great emphasiseing put on splitting the projects into smalparts which are
completed in phases.

Business highlights during the year ended 31 Decemb2009

A. Projects completed

During the year ended 31 December 2009 the Grooptded construction of two projects, Galileo anthginarium
II, comprising 232 and 65 units with a total aréd.®,700 m and 4,700 M respectively. For additional information see
section ‘B. Results breakdown by project’ below.

B. Results breakdown by project

Revenue is recognized upon the transfer of sigmificisks and rewards of the ownership of the esgidl unit to the
buyer, i.e. upon signing of the protocol of teclahiacceptance and the transfer of the key of thieleatial unit to the
buyer. Total revenue of the Group recognized dutimg year ended 31 December 2009 amounted to PBN811
million, whereas cost of sales amounted to PLN Tilion, which resulted in a gross profit amourgito PLN 40.2
million and a gross margin of 34.6%.

The following table specifies revenue, cost of saed gross profit in 2009 on a project by projedis:

Information on the delivered Gross Gross
units Revenue Cost of sales profit margin
Number Area of PLN PLN PLN
Project of units units (m2) (thousands) % (thousands) % (thousands) %
Galileo 124 8,341 67,380 57.9% 43,215 56.8% 24,165 35.9%
Imaginarium I 43 3,244 38,410 33.0% 25,624 3.7% 12,786 33.3%
Meridian 8 596 5,351 4.6% 3,455 4.5% 1,896 35.4%
Imaginarium | 6 391 4,177 3.6% 2,742 3.6% 4385, 34.4%
Other N.A N.A 991 0.9% 1,079 1.4% (88) 9%.
Total /
Average 181 12,572 116,309 100.0% 76,115 100.0% 40,194 34.6%
Galileo

The construction of the Galileo project was congideh March 2009. The Galileo project was developea land strip
of 8,598 nj located in the city centre district of Poandhe Galileo housing project comprises 5 six-stapartment
buildings with a total of 226 apartments and 6 caruial units with an aggregate floor space of 16,70

Imaginarium Il

The construction of the Imaginarium Il housing &staas completed in August 2009. This project waxgetbped on
part of a land strip of 7,0427tocated in the Bielany district in Warsaw. The trimrium Il housing estate comprises 3
multifamily buildings with total 65 apartments wigm aggregate usable floor space of 4,760 m
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Business highlights during the year ended 31 Decemb2009 (cont'd)
B. Results breakdown by project (cont’d)

Meridian

The construction of the Meridian housing estate e@apleted in October 2007. This project was depedioon a land
strip of 5,196 r located in the Wola district of Warsaw. The Meaitihousing estate comprises 3 seven- and nine-
storey buildings with a total of 206 apartments @rmmmercial units with an aggregate floor spacEs00 .

Imaginarium |

The construction of the Imaginarium | housing estaas completed in August 2008. This project wagliped on
part of a land strip of 10,343%nocated in the Bielany district in Warsaw. The gimarium housing estate comprises
two-storey buildings with a total of 58 apartmewtth an aggregate floor space of 3,983 m

Other

Other revenues are mainly associated with saléisegbarking places and storages in other projeetsvtere completed
in previous years.

C. Units sold during the year

The table below presents information on the totgsusold (i.e. total number of units for which tBempany signed the
preliminary sale agreements with the clients), mythe year ended 31 December 2009:

Units solc  Units sold during Units for sale

until 31 the year ended as at
December 31 December 31 December
Project name Location 2008 2009 2009 Total
Meridian® Warsaw 198 7 1 206
Imaginarium 1) Warsaw 57 (1) 2 58
Galileo® Pozna 67 81 84 232
Imaginarium 1) Warsaw 36 22 7 65
Constan$” Warsaw 4 2 34 36
Gardenid” Warsaw - - 22 22
Gemini 1€ Warsaw 8 84 72 164
Nautica®™ Warsaw 27 72 50 149
Total 397 263 272 932

(*) For information on the completed projects sBesiness highlights during the year ended 31 Deeer2B09’ (pages 16 to 17).
(**) For information on the current projects undeonstruction see ‘Outlook for 2010’ (pages 23 t§.24
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Overview of results

The Company’s net income for the year ended 31 iDbee 2009 was PLN 21,034 thousand and can be supedars
follows:

For year ended
31 December
2009 2008
PLN
(thousands, except per share data)

Revenue 116,309 77,347
Cost of sales (76,115) (43,367)
Gross profit 40,194 33,980
Changes in the value of investment property 5,602 -

Selling and marketing expenses (3,331) (1,526)
Administrative expenses (14,172) (14,059)
Other expense (2,563) (769)
Other income 2,117 697
Result from operating activities 27,847 18,323
Finance income 851 2,357
Finance expense (2,710) (1,159)
Net finance (expense)/income (1,859) 1,198
Profit before taxation 25,988 19,521
Income tax expense (4,954) (4,380)
Profit for the year 21,034 15,141

Net earnings per share (basic and diluted) 0.09 0.07

Revenue

Total revenue increased by PLN 39.0 million (50.486n PLN 77.3 million during the year ended 31 Breber 2008
to PLN 116.3 million during the year ended 31 Deben009, which increase is primarily explainedalmyincrease in
apartments delivered to the customers in termseaf aize (in M) offset in part by a decrease in average sellingep
per nf.

Costof sales

Cost of sales increased by PLN 32.7 million (75.586jn PLN 43.4 million during the year ended 31 Bexber 2008
to PLN 76.1 million during the year ended 31 Decen#09, which is primarily explained by an incee@as number of
apartments delivered to the customers and in tefrasea size (in ).

Changes in the value of investment property

The value of the investment property increase frohduring the year ended 31 December 2008 to PL&NNillion
during the year ended 31 December 2009, is explaimethe classification as ‘investment property aofproperty
previously classified as finance lease under l@ngitfinancial receivables (office building located one of the
Company’s projects). Following the transaction doded with the lessee and the termination of timarfce lease
arrangement and the transfer of substantiallyissrand benefits of ownership of this propertyhte Group in 2009,
the asset is classified as investment property Hretefore, presented at fair value in the conatéid statement of
financial position.
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Selling and marketing expenses

Selling and marketing expenses increased by PLNtill®&n (118.3%) from PLN 1.5 million for the yeanded 31

December 2008 to PLN 3.3 million for the year en8&december 2009, which is primarily explainedtivy increase
in the number of projects the Group was develogind the number of apartments that were offeredsdte, which

resulted in a significant increase in costs foreatising and promotion in newspapers, magazinearttie internet, as
well as for outdoor posters and billboards.

Administrative expenses

Administrative expenses increased by PLN 0.1 mmilli8.8%) from PLN 14.1 million for the year endet Becember
2008 to PLN 14.2 million for the year ended 31 Deber 2009. The increase is primarily the net efééct

» adecrease in the share-based payment expensedslonthat accrued from the long-term incentiven pishares
and share options for management and key emplofreas,PLN 2.3 million during the year ended 31 Daber
2008 to PLN 124 thousand during the year endede&mber 2009;

e anincrease in wages and salaries expenses frombFa_Million during year ended 31 December 200B1tdl 8.0
million during the year ended 31 December 2009 ctvhis primarily due to the temporary effect of tedatively
high management remuneration expenses in 2009n®tie year ended 31 December 2009, personnel sxpen
not only included the remuneration for the curfglainagement Board members but also a remuneratiopdiel to
the former CEO of the Company in conformity witke ttermination agreement between the Company and the
former CEO.

The Company has been focusing on saving administratosts and expenses. The initiatives introdubgdthe
Company in 2009 include, among others, a reduétidhe number of employees (average number of eyaplofrom
45 in 2008 to 41 in 2009) and a decrease in thearuosts of the Company’s external auditors.

Results from operating activities

As a result of the factors described above, the f@my's operating result increased by PLN 9.5 millioom an
operating profit of PLN 18.3 million for the yeanded 31 December 2008 to an operating profit of RIZN million
for the year ended 31 December 2009.

Net finance income

Finance income and expenses are accrued and cagutals part of the cost price of inventory to éxent this is
directly attributable to the construction of resitlal units. Unallocated finance income and expsms# capitalized are
recognized in the statement of comprehensive income

The table below shows the finance income and exgsebsfore capitalization into inventories and thiltfinance
income and expenses capitalized into inventories.

19



Ronson Europe N.V.
Directors’ report

Overview of results (cont’d)

For the year ended 31 December 2009
PLN (thousands)

Total Amount Recognized as
amount capitalized profit or loss
Finance income 954 (103) 851
Finance expen: (20,737 18,02} (2,710
Net finance (expense)/income (19,783) 17,924 (1,859)

For the year ended 31 December 2008
PLN (thousands)

Total Amount Recognized as
amount capitalized profit or loss
Finance incom 2,69¢ (339, 2,357
Finance expense (21,171) 20,012 (1,159)
Net finance (expense)/income (18,475) 19,673 1,198

Net finance expenses before capitalization incréégePLN 1.3 million (7.1%) from PLN 18.5 milliorudng the year
ended 31 December 2008 to PLN 19.8 million durimg year ended 31 December 2009, which is a refaldecrease
in the total amount of short-term deposits investgdthe Company in bank accounts.

Total finance expense during year ended 31 Decer2®@® decreased to PLN 20.7 million from PLN 21.®%iom
during the year ended 31 December 2008. Incredsinging margins were offset by lower references@®BOR) in
20009.

Income tax

The income tax expense as a percentage of prdfitdoéaxation was 19.1% for the year ended 31 Déeer2009
compared to a 22.4% for the year ended 31 Decefilfis.
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Exchange rate of Euro versus the Polish Zloty

Average Minimum Maximum Year end
PLN/EUR exchange rate exchange rate exchange rate exchange rate
2009 (12 months 4.32¢ 3.91% 4.90( 4.10¢
20(8 (12 months 3.513 3.203 4.185 4.172
Source: National Bank of Poland (‘NBP’)
Selected financial data EUR PLN

(thousands, except per share data and number of stes)
For year ended 31 December or as at 31 December

2009 2008 2009 20e8
Revenues 26,874 22,016 116,309 77,347
Gross profit 9,287 9,672 40,194 33,980
Profit before taxation 6,005 5,557 25,988 19,521
Profit for the year 4,860 4,310 21,034 15,141
Cash flows used in operating activities (3,449) (16,223) (14,927) (56,995)
Cash flows from/(used in) investment activities 15 (1,065) 66 (3,742)
Cash flows from financing activities 7,759 8,036 33,582 28,231
Increase/(decrease) in cash and cash equivalents 4,326 (9,253) 18,721 (32,506)
Inventories 157,316 138,292 646,253 577,010
Investment property 2,128 - 8,740 -
Total assets 180,962 157,468 743,391 657,021
Long term liabilities 27,681 35,350 113,715 147,494
Advances received 17,860 13,022 73,367 54,334
Short term liabilities (including advances received 60,238 52,738 247,458 220,044
Shareholders’ equity 93,042 69,380 382,218 289,483
Share capiti 5,054 4,53¢ 20762 16,95¢
Average number of equivalent shares (basic) 235,672,238 226,822,830 235,672,238 226,822,830
Average number of equivalent shares (diluted) 236,311,571 228,314,244 236,311,571 228,314,244
Net earnings per share (basic and diluted) 0.021 0.019 0.089 0.067
Net earnings per share (diluted) 0.021 0.019 0.089 0.066

*Information is presented in EUR solely for presdiun purposes. Due to the devaluation of thedPoliloty against the Euro over the past year, the
Statement of Financial Position data do not accelateflect the actual comparative financial pasitiof the Company. The reader should consider
changes in the PLN / EUR exchange rate in 2009 eomgto 2008, when reviewing this data.
Selected financial data were translated from PLté BBUR in the following way:
(i) Statement of financial position data were tratsd using the period end exchange rate publishethe National Bank of Poland for the last
day of the period.
(i) Statement of comprehensive income and casisfitata were translated using the arithmetical agerof average exchange rates published
by the National Bank of Poland for the last dagweéry month within the reporting year / period.
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Financial condition

Liquidity and capital resources

The Company funds its day-to-day operations pradbyfrom the cash flows provided by its sales\dtis as well as
from borrowings under several loan facilities. Aduhial source of liquidity in 2009 was related teetissue of new
shares. The cash inflow from investing and finagcactivities, as described below, has enabled tbepany to
proceed with the development of its residentiajgois whilst at the same time maintaining suffitiBeuidity for its
day-to-day operations. The total amount of cashcasth equivalents as at 31 December 2009 was PLONn&i8ion (31
December 2008: PLN 39.3 million).

Cash flows from operating activities

The Company’s net cash outflow used in operatintivides for the year ended 31 December 2009 anexlrno

PLN 14.9 million which compares to a net cash ouifused in operating activities during the yearezh@81 December
2008 of PLN 57.0 million. The cash flows used inemgiing activities were mainly related to expenitu for

construction of projects under development, whignglated into a net increase of work in progress fnished

projects by PLN 69.2 million and PLN 119.5 millidaring the years ended 31 December 2009 and 31nbxre?008,
respectively.

Cash flows from investing activities

The Company’s investing activities is primarily agdd to proceeds from sale of property and equipniére cash
inflow from investing activities amounted to PLN @Bousand during the year ended 31 December 20G6hwh
compares to a net cash outflow of PLN 3.7 milliamidg the years ended 31 December 2008.

Cash flows from financing activities

The cash flow from financing activities totalled RL33.6 million and PLN 28.2 million for the yearsded

31 December 2009 and 2008, respectively. This asgef cash flow from financing activities is priihaexplained by
the proceeds from the issue of new shares amoutdifdl.N 71.6 million (net of attributable costs)time year 2009
whereas in 2008 only a small number of new sham® wssued with total proceeds of PLN 20 thousdim cash
inflow from shares issued was partly offset by ie¢ decrease in bank borrowings of PLN 40.0 milliloming the year
ended 31 December 2009 compared to a net incréd®eNb28.2 million (including shareholder loans)rihg the year
ended 31 December 2008.

Debt and net debt position

As of 31 December 2009, the Company’s total debbaoks and related parties amounted to PLN 249IBomi
(31 December 2008: PLN 282.7 million), comprisingcwed bank loans amounting to PLN 188.7 milliorl (3
December 2008: PLN 225.1 million). Taking into asabthe Company’s available cash position at 31ebdwer 2009
amounting to PLN 58.0 million (31 December 2008NP29.3 million), the net debt position of the Compamounted
to PLN 191.0 million as at 31 December 2009 (31ddelmer 2008: PLN 243.4 million).

Employees
The average number of personnel employed by thep@ognand its subsidiaries — on a fulltime equivalessis —

decreased from 45 in 2008 to 41 in 2009. The deeréa number of employees results from the Company’
improvement plan.

Research and development

The Company and its subsidiaries are not involweahiy research and development activities.

Environmental protection
The Company, in conducting its business activitizglertakes to comply with all laws and regulaticegarding use of

land and protection of the natural environment. T@mpany is not a party to any pending proceednegsrding
potential environmental protection violations.
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Outlook for 2010

A. Completed projects

The table below presents information on the tataldential units in the four completed projectd the Company has
sold and delivered as at 31 December 2009 as wél expecting to sell and deliver during the y2@it0:

Number of residential Number of residential Number of
units sold (*) units delivered (*) residential
During the During the units expected
Until 31 year ended Until 31 year ended to be delivered
Total December 31 December December 31 December (*) until 31
Project name Location _ units 2008 2009 Total 2008 2009 Total December 200
Galileo™ Pozna 232 67 81 148 - 124 124 108
Imaginarium 1 Warsaw 65 36 22 58 - 43 43 22
Meridian Warsaw 206 198 7 205 196 8 204 2
Imaginarium [ Warsaw 58 57 (1) 56 49 6 55 3
Total 561 358 109 467 245 181 426 135

(*)For the purpose of disclosing information redat to the particular projects, the word “sell” (“4d") is used, that relates to
signing the preliminary sale agreement with theerifor the sale of the apartment; whereas the whliver” (“delivered”)
relates to the transferring of significant risksdarewards of the ownership of the residential tmithe client..

(**) For information on the completed projects d@esiness highlights during the year ended 31 Deeera®09 (pages 16 to 17).

B. Current projects under construction

The table below presents information on four prigidor which completion is scheduled in 2010. Thempany has
obtained construction permits for all four projeatsl has commenced construction.

Units sold until Expected
Area of plot ~ Total area of Total 31 December  completion of
Project name Location (m? units (m?) units 2009 construction
Constans Warsaw 36,377 10,000 36 2 2010
Gardenia Warsaw 7,129 3,700 22 0 2010
Gemini | Warsaw 3,929 13,200 164 92 2010
Nautica Warsaw 10,749 10,600 149 99 2010
Total 58,184 37,500 371 193
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B. Current projects under construction (cont’d)

Constans
Description of project

The Constans housing project is being developed lamd strip of 36,377 flocated in Konstancin near Warsaw and
will comprise 18 semi-detached units (total 36 sinitith an aggregate floor space of 10,000 fine project is divided
into three phases. The first phase comprises 8-detached units, the second phase comprises 6dsathed units
and the third phase comprises 4 semi-detached units

Stage of development

Construction of the Constans project commencecebrirary 2008 and, with some units already buithinfirst quarter
of 2010, is expected to be completed in the secoiadter of 2010.

Gardenia
Description of project

The Gardenia project is being developed on a lanil of 7,129 i located in Jézefostaw near Warsaw. The Gardenia
project, a single family housing (houses in a rgwgject, will comprise 22 units with an aggregdt®f space of 3,700
m?. The project is divided into two phases.

Stage of development

Construction of the Gardenia project commencedugust 2008 and is expected to be completed indbersl quarter
of 2010.

Gemini |
Description of project

The Gemini | project is being developed on a lamih ®f 3,929 M located in the Ursynéw district in Warsaw (KEN
street) situated next to the subway station Imidlime project will comprise one multifamily buildjrof 11 levels with
a total of 156 apartments and 8 commercial unith emn aggregate floor space of 13,200 m

Stage of development

Construction of the Gemini | project commenced oidber 2008 and is expected to be completed ise¢hend or third
quarter of 2010.

Nautica
Description of project

The Nautica project is being developed on a patamf strip of 10,749 flocated in the Ursynéw district in Warsaw
(Stryjenskich Street). The project will comprise 4 fivergty multi-family residential buildings with a tdtaf 148
apartments and 1 commercial unit and an aggrelgatedpace of 10,600

Stage of development

Construction of the Nautica project commenced irvéober 2008 and is expected to be completed irs¢ékend or
third quarter of 2010.
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C. Projects that construction work is planned toramence during 2010

As the number of available apartments diminishes tiu progressing sales, the Company intends tofibénam
improving market conditions and plans to initiaéven new projects during 2010. However, in ordemtnimize the
market risk, the management of the Company isrsgaown new projects into relatively smaller stadésreover, the
commencement plan assumes gradual openings spuegd) the next few quarters and in the event of emayket
deterioration or difficulties with securing finang by the banks for the considered projects, manage may delay
some of those plans.

Imaginarium Il

The Imaginarium III project will be developed oramd strip of 5,700 flocated in the Bielany district in Warsaw
(Gwiazdista Street) and is situated next to the Imagimardi@and Imaginarium Il projects. The project iscatinuation
of the Imaginarium | and Imaginarium Il concepttérms of quality and design. The Imaginarium llubmg estate
comprises 2 multifamily buildings with total 45 apments with an aggregate usable floor space dd031&. The
Company is considering opening this project duthegfirst quarter of 2010.

Goya

The Goya project will be developed on a land stifif14,500 m located in the Grabiszyn district in Wroctaw. The
project will comprise 190 apartments with an aggtedloor space of 12,900°rand will be divided into 2 phases. The
Company is considering opening the first phasenhisf project during the second quarter of 2010. fils¢ stage is to
comprise 70 apartments.

Nautica Il

The Nautica Il project will be developed on a mra land strip of 10,749 fiocated in the Ursynéw district in Warsaw
(Stryjenskich Street). The project will comprise one seetaghed unit and one house (in total 3 units) with
aggregate floor space of 709.rifihe Company is considering opening the projednduthe first quarter of 2010.

Osiedle W§lane

The Osiedle Wiane project will be developed on a land strip &f890 nf located in tomianki near Warsaw. The
project will comprise 604 units with an aggregdtof space of 29,800 frand will be divided into 8 phases. The
Company is considering opening the first phasehisf project during the second quarter of 2010. fiils stage is to
comprise 52 units.

Orion

The Orion project will be developed on a land stffl6,300 rf located in the Wola district in Warsaw (Saskiego

Street). The project will comprise 366 units with aggregate floor space of 26,208 amd will be divided into 3 or
more phases. The Company is considering openinfjrétephase of this project during the third qeardf 2010. The
first stage is to comprise 81 units.

Gemini ll

The Gemini Il project will be developed on a laridpsof 4,700 m located in the Ursynéw district in Warsaw (KEN
street) situated next to the subway station Imiéllime project will comprise 182 units with an aggate floor space of
13,700 M. The Company is considering opening this projecind) the third quarter of 2010.

Kilobucka

The Kiobucka project will be developed on a landpsbf 21,000 m located in the Mokotéw district in Warsaw
(Kiobucka street). The project will comprise 454tsiwith an aggregate floor space of 28,385amd will be divided
into 4 phases. The Company is considering operiaditst phase of this project during the third geraof 2010. The
first stage is to comprise 120 units.

D. Main risks and uncertainties during 2010

The economic situation in Europe and in Poland weduncertainties in the housing market make iy bfficult to
predict results for 2010. The development of thésReconomy, the banking industry and the consshirterest in
new housing projects are considered to be the sigsificant uncertainties for the financial yeadeny 31 December
2010.
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Additional information to the report

Major shareholders
To the best of the Company’'s knowledge, as of tae @f publication of this annual report (10 Ma2®10), the
following shareholders are entitled to exerciserd®8 of the voting rights at the General MeetingStiareholders in

the Company:

As of As of As of
10 March 2010 Increase in 31 December 2009 Increase in 31 December 2008
Number of shares / number of Number of shares / number Number of shares /
% of shares shares % of shares of shares % of shares
Shares issued 272,360,000 272,360,000 45,393,3 226,966,667
(see page 27)
Major shareholders:
| T.R. Dori B.V. 174,898,374 174,898,374 29,151,598 145,746,77
64.2% 64.2% 64.2%
GE Real Estate CE 41,800,000 41,800,000 41,800,000
Residential B.V. 15.3% 15.3% 18.4%
Amplico Otwarty N.A. N.A. N.A. N.A. N.A.
Fundusz Emerytalny Between 5%-10%. Between 5%-10%. N.A.
ING Otwarty Fundusz N.A. N.A. N.A. N.A. N.A.
Emerytalny Between 5%-10%. Between 5%-10%. N.A.

Changes in ownership of shares and rights to shalssManagement Board members in the year ended
31 December 2009 and until the date of publicatiofthe report

Shares

The members of the Management Board did not indadigt own or receive shares in the Company durireggeriod

from 1 January 2009 until 10 March 2010, with tkeeption of Mr David Katz who indirectly holds 5.568bthe shares
and voting rights in a 50% shareholder of I.T.RiDBWV. and, as a result, thus indirectly holds &%.interest in the
Company. His indirect ownership in the Company nad change during the period 1 January 2009 utiMarch

2010.

Shares options

The members of the Management Board did not indaligt receive rights to shares or options on shamethe
Company during the period from 1 January 2009 ditiMarch 2010. Rights to shares that were grattexdividual
members of the Management Board before 1 Janua®9 Bt which have not been exercised as of the date
publication of this report are as follows:

» Mr Andrzej Gutowski: a right to subscribe to a tatamber of 150,000 shares in the capital of then@any with a
nominal value of EUR 0.02 each, for an issue ppee share equal to PLN 5.75, one third per yeathen
anniversary date of the date of 5 November 200Thi@e successive years.

Changes in ownership of shares and rights to shat®s Supervisory Board members in the year ended
31 December 2009 and until the date of publicatiofthe report

The members of the Supervisory Board did not imtligily own any shares and/or rights to shares énGQbmpany
during the period from 1 January 2009 until 10 Maf©10, with the exception of Mr Uri Dori who indatly holds
31.4% of the shares and voting rights in a 50%edi@der of I.T.R Dori B.V. and, as a result, thodiiectly holds a
10.1% interest in the Company. Mr Dori's indireatreership in the Company did not change during tagog 1
January 2009 until 10 March 2010.
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Issuing of new shares/warrants in 2009

On the 22 October 2009, the Company issued of B%68 new ordinary bearer shares in the capitédh@fCompany
(‘New Shares I') at the issue price of PLN 1.60 pbare, and 22,696,667 warrants free of charge ‘({tfzgrants’)
which entitle their holders to subscribe for 22,88 new ordinary bearer shares in the capitah@fCompany (‘New
Shares II') at an exercise price of PLN 1.60 pershNew Shares | were offered in a form of a pevalacement to
selected investors who on 22 October 2009 substfireand paid for New Shares I. The Warrants veéfered free of
charge in a form of a private placement to seleatedstors who on 22 October 2009 subscribed ferWarrants,
exercised their rights to subscribe for New Shékesd paid for New Shares Il. The aggregate gmsseeds from
New Shares | and New Shares Il were PLN 72,629dot and have been paid by the selected investors.

The objective of the issue of the new shares wasbtain new funds to further develop the Comparsgtategy,
specifically to secure funding for planned new pot§. The proceeds of the share issue could alpartlg used for the
Company’s restructuring and repayment of curremkdaans, aimed at releasing collaterals from t¥gets dedicated
for project development.

Changes in the Supervisory Board in the year enddDecember 2009 and until the date of publication
of the report

The Annual General Meeting of Shareholders hel@®May 2009 adopted a resolution appointing Mr ki@pseen as
a member of the Board of Supervisory Directors. &ipointment came into force as of the day of theption of the
resolution, for a term of four years. On the samé& dMr Thierry Leleu resigned from the Board of Swgsory

Directors.

Indemnity for Management Board members and SupeovisBoard members

The Articles of Association of the Company providean indemnification for all directors of the Cpany (article 42).
The members of the Supervisory Board and Managemeatd shall be reimbursed for (i) all reasonahbsts of
conducting a defence against claims based on adtslares to act in the exercise of their dutiég,any damages or
fines payable by them as a result of an act ourfaito act in the exercise of their duties, anidl (@asonable costs of
appearing in other legal proceedings in which theg involved as current or former directors of @@mpany. No
indemnification will be given to any director if ltas been determined by a judgment which is nodosgbject to
appeal, that the act or failure to act is charadras wilful misconduct or gross negligence. Regms to award the
indemnification are to be disclosed in the Annuatdunts of the Company. Adoption of the Annual Aous will be
considered to be approval of such resolutions,ssrilee General Meeting of Shareholders decidesvaige

Aurora

Ronson Development West Sp. z 0.0. (hereinaftdd."RVest’) concluded in June 2007 a preliminary sald purchase
agreement regarding four plots of land in P@z(egreed total value amounting to PLN 62 milliohje seller has not
fulfilled conditions required to conclude the trao8on and thus the agreement expired. R.D. Westiwbegal dispute
with the seller with respect to the return of tlilvance payment amounting to PLN 12.4 million. Thene of R.D.
West is well secured and in addition to submissibthe seller to the enforcement proceeding under P77 of Polish
Civil Proceeding Code, it also includes a mortgagehe land (which was subject of the said tramsagup to PLN
24.8 million. In May 2009, the parties reached smmpmomise agreement whereby the initial advance paymwill be
returned to the Company. The Company has decidedtsy into this compromise agreement even detpétéact that
the Management Board was confident about the Coppatimate success in any court proceeding. Haxuethe
Management Board decided that the potential cowrtgeding would nonetheless be long and complicaed the
Management Board is of the opinion that, in anyngvéhe Company will recover the entire advancenpent by
enforcing the mortgage and taking control overlémel. Although the repayment can be reduced toa §ettlement of
only PLN 9.0 million if repaid by end of April 201(plus statutory interest accrued since 1 Augus92tn the unpaid
amount), the Management Board of the Company slyobglieves that the only real potential settlemeftthis
agreement will be based on enforcing the mortgage.

Based on the above mentioned compromise agreemdninaaccordance with Management Board’s judgerniein,
realistic to expect a full recovery of the advapegment. Therefore, the claim of PLN 12.4 millicsiremained being
recorded under ‘Trade and other receivables angagreents’ in the Consolidated Statement of FindriRisition per
31 December 2009.
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Overview of the results during the three months exd31 December 2009

The Company’'s net income for the three months erled>ecember 2009 was PLN 8,723 thousand and can be
summarized as follows:

For the three months ended 31 December 2009 2008

In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)

Revenue 38,358 13,573
Cost of sales (25,770) (9,053)
Gross profit 12,588 4,520
Changes in the value of investment property 5,602 -
Selling and marketing expenses (1,114) (835)
Administrative expenses (4,208) (2,963)
Other expenses (1,821) (863)
Other income 671 364
Result from operating activities 11,718 223
Finance income 467 762
Finance expense (1,282) (391)
Net finance (expense)/income (815) 371
Profit before taxation 10,903 594
Income tax expense (2,180) (4)
Profit for the period 8,723 590
Other

As of 31 December 2009, the Company has issueagtgas for bank loans granted to subsidiaries atimyuto a total
of PLN 20,043 thousand.

As of 31 December 2009, the Group has no litigatiamms or liabilities that in total exceed 10%tloé Group’s equity.

The following net movements in the Group’s mainyisimns took place during the year ended 31 Dece2®@9:
- anincrease in the provision for deferred tax liabs of PLN 3,094 thousand.
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Statement relating to the system of internal coritro

In line with best practice provision 11.1.4 of tHautch Code and bearing in mind the recommendatinghe
Monitoring Committee Corporate Governance Code,Gbenpany issues a declaration about the effectssené the
system of internal control of the processes on lvttie financial reporting is based.

In 2009, the Management Board assessed the eHeet¢ of the system of internal controls for fin@nceporting.
During the investigation on which this assessmeag hased, no shortcomings were identified that typgksibly have
a material impact on the financial reporting. Oa thasis of the results of the above assessmenthanisk analyses
that were carried out at the Company within thenaork of governance and compliance, the ManageBesatd is of
the opinion - after consulting with the Audit Contteé and with the approval of the Supervisory Boattat the
system of internal controls provides a reasonabtget of certainty that the financial reportingtedms no inaccuracies
of material importance. An inherent element in hpeople and organisations work together in a dynamoidd is that
systems of internal control cannot provide an alisalegree (though they can provide a reasonaleeleof certainty
as regards the prevention of material inaccuraniéise financial reporting and the prevention afdes and fraud.

In our view the system of internal controls, foaisa the financial reporting, functioned effectivelver the past year.
There are no indications that the system of infezaatrols will not function effectively in 2010.

Directors Representation statement

In conjunction with the EU Transparency Directive iacorporated in Chapter 5.3 of the Dutch FindnbMarkets
Supervision Act\(Vet op het financieel toezi¢hhe Management Board therefore confirms to the beits knowledge
that:

- the Annual Financial Statements for the year er8le@ecember 2009 give a true and fair view of theets,
liabilities, financial position and profits and fef the Company and its subsidiaries,

- the additional management information disclosedhi@ Annual Report gives a true and fair view of the
Company and its subsidiaries as at 31 December @303he state affairs during the financial yeawtich
the report relates, and

- the annual report describes the principal risk fgcihe Company. These are described in detail im th
Director’s Report.

Representation concerning election of the Compangiglitor

The Management Board confirms that the Companytiteuhas been elected according to applicablesrated the
audit firm and its registered accountants engagetié audit of the financial statements of Ronsarmofge N.V. meet
the objectives to present an objective and indepetneport.

The Management Board

Shraga Weisman Tomasz tapiski Andrzej Gutowski
Chief Executive Officer Chief Financial Officer Sales and Marketing Director
Amos Weltsch David Katz Karol Pilniewicz

Rotterdam, 10 March 2010
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Ronson Europe N.V.
Auditor’'s Report

To: The Annual General Meeting of Shareholdersafigdn Europe N.V.

AUDITOR'S REPORT

Report on the financial statements

We have audited the accompanying financial statésr&®09 of Ronson Europe N.V., Rotterdam as sebout
pages 32 to 87. The financial statements consigh@fconsolidated financial statements and the eomp
financial statements. The consolidated financiateshents comprise the consolidated statement ahdial
position as at 31 December 2009, consolidatedrs@teof comprehensive income, consolidated statewfen
changes in equity and consolidated statement ¢f ftesw for the year then ended, and a summarygicant
accounting policies and other explanatory notese Tbmpany financial statements comprise the company
statement of financial position as at 31 Decemi@92the company income statement for the year éneled

and the notes.

Management's responsibility

Management is responsible for the preparation airdpfesentation of the financial statements inoedance
with International Financial Reporting Standardsdspted by the European Union and with Part Qaafk® of
the Netherlands Civil Code, and for the preparatibthe director’s report in accordance with Padf Book 2
of the Netherlands Civil Code. This responsibilitgludes: designing, implementing and maintainintgrinal
control relevant to the preparation and fair prés@mn of the financial statements that are freenfrmaterial
misstatement, whether due to fraud or error; selgend applying appropriate accounting policies] enaking
accounting estimates that are reasonable in tberostances.

Auditor's responsibility

Our responsibility is to express an opinion on fihancial statements based on our audit. We coeductr
audit in accordance with Dutch law. This law regsithat we comply with ethical requirements anch plad
perform the audit to obtain reasonable assuranceth&h the financial statements are free from malteri
misstatement.

An audit involves performing procedures to obtairdid evidence about the amounts and disclosurdben
financial statements. The procedures selected depenhe auditor’s judgment, including the assessragthe
risks of material misstatement of the financiakestgents, whether due to fraud or error. In makhnggsé risk
assessments, the auditor considers internal caetedant to the entity’s preparation and fair preation of the
financial statements in order to design audit pdaces that are appropriate in the circumstancesydiufor the
purpose of expressing an opinion on the effectisered the entity’s internal control. An audit alseludes
evaluating the appropriateness of accounting dicised and the reasonableness of accounting etimade
by management, as well as evaluating the overafigntation of the financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisour audit
opinion.

30



Ronson Europe N.V.
Auditor's Report

Opinion with respect to the consolidated financiastatements

In our opinion, the consolidated financial statetagyive a true and fair view of the financial pmsitof Ronson
Europe N.V. as at 31 December 2009, and of itdtraad its cash flows for the year then ended coetance
with International Financial Reporting Standardsdspted by the European Union and with Part 9aufk® of
the Netherlands Civil Code.

Opinion with respect to the company financial statments

In our opinion, the company financial statement® @ true and fair view of the financial positidnRonson
Europe N.V. as at 31 December 2009 and of its résuthe year then ended in accordance with PaftBook
2 of the Netherlands Civil Code.

Report on other legal and regulatory requirements

Pursuant to the legal requirement under 2:393 quértsf of the Netherlands Civil Code, we repastthe extent
of our competence, that the management board rispaohsistent with the financial statements asired by
2:391 sub 4 of the Netherlands Civil Code.

Amsterdam, 10 March 2010

Ernst & Young Accountants LLP

Signed by A.J. Buisman
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Ronson Europe N.V.
Consolidated Financial Statements for the year ende31 December 2009

Consolidated Statement of Comprehensive Income

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN) Note

Revenue 6 116,309 77,347
Cost of sales 7 (76,115) (43,367)
Gross profit 40,194 33,980
Changes in fair value of investment property 15 5,602 -
Selling and marketing expenses (3,331) (1,526)
Administrative expenses 8 (14,172) (14,059)
Other expenses 10 (2,563) (769)
Other income 11 2,117 697
Result from operating activities 27,847 18,323
Finance income 12 851 2,357
Finance expense 12 (2,710) (1,159)
Net finance (expense)/income (1,859) 1,198
Profit before taxation 25,988 19,521
Income tax expense 13 (4,954) (4,380)
Profit for the year 21,034 15,141

Other comprehensive income - -

Total comprehensive income for the year, net of tax 21,034 15,141
Weighted average number of ordinary shares (basic) 23 235,672,238 226,822,830
Weighted average number of ordinary shares (dijuted 23 236,311,571 228,314,244
Net earnings per share (basic) 23 0.089 0.067
Net earnings per share (diluted) 23 0.089 0.066

The notes on pages 36 to 79 are an integral phiti@se consolidated financial statements.
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Ronson Europe N.V.
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ConsolidatedStatement of Financial Position

As at 31 December 2009 2008
In thousands of Polish Zlotys (PLN) Note

Assets

Property and equipment 14 1,319 1,017
Investment property 15 8,740 -

Long-term finance lease receivable 16 - 692

Deferred tax assets 17 3,891 2,149
Total non-current assets 13,950 3,858
Inventory 18 646,253 577,010
Trade and other receivables and prepayments 19 19,884 31,409
Income tax receivable 190 378

Short-term bank deposits - collateralized 20 5,070 5,043
Cash and cash equivalents 21 58,044 39,323
Total current assets 729,441 653,163
Total assets 743,391 657,021
Equity

Shareholders’ equity 22

Share capital 20,762 16,953
Share premium 282,873 215,105
Retained earnings 78,583 57,425
Total shareholders’ equity 382,218 289,483
Liabilities

Loans from related parties 24 52,948 57,619
Secured bank loans 24 54,346 86,548
Deferred tax liability 17 6,421 3,327
Total non-current liabilities 113,715 147,494
Trade and other payables and accrued expenses 25 27,729 23,832
Loans from related parties 24 7,381 -

Secured bank loans 24 134,332 138,585
Advances received 26 73,367 54,334
Income tax payable 1,563 149
Provisions 27 3,086 3,144
Total current liabilities 247,458 220,044
Total liabilities 361,173 367,538
Total equity and liabilities 743,391 657,021

The notes on pages 36 to 79 are an integral patth@de consolidated financial statements

33



Ronson Europe N.V.
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Consolidated Statement of Changes in Equity

For the years ended 31 December 2009 and 31 Decemb@08:

Share Share Retained Total
In thousands of Polish Zlotys (PLN) capital premium  earnings equity
Balance at 1 January 2008 16,933 215,105 39,935 978
Net profit for the year ended 31 December 2008 - - 15,141 15,141
Other comprehensive income - - - -
Total comprehensive income 16,933 215,105 55,076 287,114
Issue of new sharé8 20 - - 20
Share-based payments (note 22 C) - - 2,349 2,349
Balance at 31 December 2008 16,953 215,105 57,425 89,483
Net profit for the year ended 31 December 2009 - - 21,034 21,034
Other comprehensive income - - - -
Total comprehensive income 16,953 215,105 78,459 310,517
Issue of new sharé? 3,809 67,768 - 71,577
Share-based payments (note 22 C) - - 124 124
Balance at 31 December 2009 20,762 282,873 78,583 82,318

D on 24 June 2008, the Company issued 300,000 néiwany shares with a nominal value of EUR 0.02 emcMr Dror
Kerem , the former President of the Management @eaad the former Chief Executive Officer of the Gany. The shares
were issued to Mr Dror Kerem at nominal value fdo&l amount of EUR 6 thousand (PLN 20 thousandddcordance
with the rights to shares in the Company grantedit®ror Kerem in 2007.

@ This represents the proceeds above par from t/8938333 new shares, issued on 22 October 2009ndthgroceeds from
the new shares issued on 22 October 2009 amoumtBdN 71,577 thousand, after a deduction of PLN62 ,thousand
representing the total cost directly attributaloléhte new shares issued.

The notes on pages 36 to 79 are an integral patth@de consolidated financial statements
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Consolidated Statement of Cash Flows

For the year ended 31 December 2009 2008

In thousands of Polish Zlotys (PLN) Note

Cash flows used in operating activities
Profit for the period 21,034 15,141

Adjustments to reconcile profit for the period
to net cash used in operating activities:

Depreciation 8 379 515

Increase in the value of investment property 15 (5,602) -

Finance expense 12 2,710 1,159
Finance income 12 (851) (2,357)
(Profit)/Loss on sale of property and equipment 10,11 (92) 16

Share-based payments expense 9 124 2,349
Income tax expenses 13 4,954 4,380
Subtotal 22,656 21,203
Decrease/(increase) in inventory 33 (52,001) (99,853)
Decrease/(increase) in trade and other receivaligprepayments 11,579 32,824
Increase/(decrease) in trade and other payablea@mded expenses 33 1,397 13,369
Increase/(decrease) in provisions 27 (58) 2,643
Increase/(decrease) in advances received 19,033 (573)
Subtotal 2,606 (30,387)
Interest paid (16,487) (17,474)
Interest received 954 2,696
Income tax paid (2,000) (11,830)
Net cash used in operating activities (14,927) (56,995)
Cash flows from/(used in) investing activities

Acquisition of property and equipment 14 (356) (500)

Short-term bank deposits — collateralized (27) (3,291)

Proceeds from sale of property and equipment 449 49

Net cash from/(used in) investing activities 66 (3,742)

Cash flows from financing activities

Proceeds from new shares issued 22 72,629 20
Costs directly attributed to the new shares issued 22 (1,052) -

Proceeds from bank loans, net of bank charges 22,391 54,107
Repayment of bank loans (60,386) (18,280)
Repayment of related-party loans - (7,616)

Net cash from financing activities 33,582 28,231
Net change in cash and cash equivalents 18,721 (32,506)
Cash and cash equivalents at beginning of the year 39,323 71,829
Cash and cash equivalents at end of the year 21 58,044 39,323

The notes on pages 36 to 79 are an integral patth@de consolidated financial statements
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Ronson Europe N.V.

Consolidated Financial Statements for the year ende31 December 2009

Notes to the Consolidated Financial Statements

(@)

(b)

Background and business of the Company

Ronson Europe N.V. (‘the Company’), a Dutch pulslisnpany with its statutory seat in Rotterdam, the
Netherlands, was incorporated on 18 June 2007.rébistered office is located at Weena 210-212,
Rotterdam, the Netherlands. The Company (togethtérits Polish subsidiaries ‘the Group’), is active
the development and sale of units, primarily apertts, in multi-family residential real-estate poigeto
individual customers in Poland.

The shares of the Company are traded on the Wessask Exchange since 5 November 2007. As at 31
December 2009, 64.2% of the outstanding sharekeddeby I.T.R. Dori B.V. ('ITR Dori’), 15.3% of the
outstanding shares are held by GE Real Estate Gid&dial B.V. (‘GE Real Estate’) whereas the
remaining 20.5% of the outstanding shares are hgldther investors including Amplico Otwarty
Fundusz Emerytalny and ING Otwarty Fundusz Emenytalach holding between 5% and 10% of the
outstanding shares.

On 22 October 2009, the Company issued 45,393&38 shares, including 22,696,667 new shares
issued as a result of the conversion of the samabau of warrants convertible to shares issued en th
same day (see Note 22). The Warrants were offess df charge in a form of a private placement to
selected investors who on 22 October 2009 subgtiiibe the Warrants and exercised their rights to
subscribe for new shares. The net proceeds fromaheshares issued on 22 October 2009 amounted to
PLN 71,577 thousand.

A list of the companies from which the financiata are included in these Consolidated Financial
Statements and the extent of ownership and coateopresented in Note 1(b).

Detailed below are the Polish companies whose filahrstatements have been included in these
Consolidated Financial Statements, the year ofrpparation and the percentage of ownership and gotin
rights directly held or indirectly by the Comparg/at 31 December 2009:
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Notes to the Consolidated Financial Statements

1. Background and business of the Company (cont’'d)

Share of ownership

Year of & voting rights
Entity name incorporation (end of period)
a. held directly by the Company :
1. Ronson Development Management Sp. z 0.0. 1999 100.0%
2. Ronson Development 2000 Sp. z 0.0. 2000 100.0%
3. Ronson Development Warsaw Sp. z 0.0. 2000 100.0%
4. Ronson Development Investments Sp. z o.0. 2002 100.0%
5. Ronson Development Metropol Sp. z 0.0. 2002 100.0%
6. Ronson Development Properties Sp. z 0.0. 2002 100.0%
7. Ronson Development Apartments Sp. z 0.0. 2003 100.0%
8. Ronson Development Residential Sp. z o.0. 2003 100.0%
9. Ronson Development Enterprise Sp. z 0.0. 2004 100.0%
10. Ronson Development Company Sp. z 0.0. 2005 100.0%
11. Ronson Development Creations Sp. z 0.0. 2005 100.0%
12. Ronson Development Buildings Sp. z 0.0. 2005 100.0%
13. Ronson Development Structure Sp. z 0.0. 2005 100.0%
14. Ronson Development Pozn&p. z 0.0. 2005 100.0%
15. Ronson Development Innovation Sp. z 0.0. 2006 100.0%
16. Ronson Development Wroctaw Sp. z 0.0. 2006 100.0%
17. Ronson Development Capital Sp. z 0.0. 2006 100.0%
18. EEE Development Sp. z 0.0. 2006 100.0%
19. Ronson Development Habitat Sp. z 0.0. 2006 100.0%
20. Ronson Development Sp. z 0.0. 2006 100.0%
21. Ronson Development Construction Sp. z 0.0. 2006 100.0%
22. Ronson Development City Sp. z 0.0. (no activitie8laDecember 2009) 2006 100.0%
23. Ronson Development Village Sp. z d’. 2007 100.0%
24. Ronson Development Conception Sp. z 8lo. 2007 100.0%
25. Ronson Development Architecture Sp. z 0.0. 2007 100.0%
26. Ronson Development Skyline Sp. z ¢'. 2007 100.0%
27. Ronson Development Continental Sp. z §o. 2007 100.0%
28. Ronson Development Universal Sp. z &o. 2007 100.0%
29. Ronson Development Retreat Sp. z 0.0. 2007 100.0%
30. Ronson Development South Sp. z . 2007 100.0%
31. Ronson Development West Sp. z &'b. 2007 100.0%
32. Ronson Development East Sp. z 0.0. (no activiti@&l @ecember 2009 2007 100.0%
33. Ronson Development North Sp. z d%. 2007 100.0%
34. Ronson Development Providence Sp. z 0.0. 2007 100.0%
35. Ronson Development Destiny Sp. z 0.0. (no activitie31 December 2009) 2007 100.0%
36. Ronson Development Millenium Sp. z 0.0. (no adteitat 31 December 2009) 2007 100.0%
37. Ronson Development Finco Sp. z 0.0. 2009 100.0%
b. held indirectly by the Company :
38. AGRT Sp. z 0.0. 2007 100.0%
39. Ronson Development Community Sp.k. 2007 100.0%
40. Ronson Development Estate Sp.k. 2007 100.0%
41. Ronson Development Home Sp.k. 2007 100.0%
42. Ronson Development Horizon Sp.k. 2007 100.0%
43. Ronson Development Landscape Sp.k. 2009 100.0%
44. Ronson Development Town Sp.k. (no activities ab&tember 2009) 2009 100.0%
45. Ronson Development Eclipse Sp.k. (no activitie3labecember 2009) 2009 100.0%
46. Ronson Development Magellan Sp.k. (no activitie3labecember 2009) 2009 100.0%
47. Ronson Development Monet Sp.k. (no activities ab@tember 2009) 2009 100.0%
48. Ronson Development Orion Sp.k. (no activities aD&tember 2009) 2009 100.0%
49. Ronson Development Osiedle Hrabskie Sp.k. (noitietivat 31 December 2009) 2009 100.0%
50. Ronson Development Plejada Sp.k. (no activiti€¥laecember 2009) 2009 100.0%
51. Ronson Development Renoir Sp.k. (no activitieslabg@cember 2009) 2009 100.0%
52. Ronson Development Renaissance Sp.k. (no actiwti8s December 2009) 2009 100.0%
53. Ronson Development Tamka Sp.k. (no activities ad8&ember 2009) 2009 100.0%
54. Ronson Development Copernicus Sp.k. (no activittedl December 2009) 2009 100.0%

The projects managed by the companies are inusastages of development ranging from being in the
process of acquiring land for development to prgjedhich are completed or near completion.

(1) The Company has the power to govern the firsdramd operating policies of this entity and toadbtbenefits from its
activities, whereas Kancelaria Radcy Prawnego #awmadubrzycki holds the legal title to the sharéthis entity.
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Consolidated Financial Statements for the year ende31 December 2009

Notes to the Consolidated Financial Statements

2.

(@)

(b)

(d)

Basis of preparation and measurement

Basis of preparation and statement of compliaze

These Consolidated Financial Statements have jpegrared in accordance with International Financial
Reporting Standards as adopted by the EU (‘IFRBig Company Financial Statements of the Company
have been prepared in accordance with article 3628 Netherlands Civil Code.

The Consolidated Financial Statements were awwddrby the Boards of Directors of Ronson Europe
N.V. on 10 March 2010.

These Consolidated Financial statements have fregared on the assumption that the Group is aggoin
concern, meaning it will continue in operation foe foreseeable future and will be able to reaigsets
and discharge liabilities in the normal coursetebiperations.

Basis of measurement

The Consolidated Financial Statements have beepaped on the historical cost basis, except for
investment property which was measured at fair evahe methods used to measure fair values for
disclosure purposes in the notes to the Consolidéiteancial Statements are discussed further ie 28t

Functional and presentation currency

Items included in the financial statements of eactity in the Group are measured using the cuyrefc
the primary economic environment in which the gntiperates (the ‘functional currency’) being Polish
Zloty (‘PLN’). The Consolidated Financial Staterteare presented in thousands of Polish Zloty which
is the parent company functional and presentatioreacy. Although the Company is Dutch Company, it
operates mainly in Poland.

Use of estimates and judgements
The preparation of financial statements requireanagement to make judgements, estimates and
assumptions that affect the application of accagntpolicies and the reported amounts of assets,
liabilities, the disclosure of contingent assetd Babilities at the date of the financial statetsemand the
reported amounts of income and expenses duringetperted period. Actual results may differ from
these estimates.
Estimates and underlying assumptions are revieaedan ongoing basis. Revisions to accounting
estimates are recognized in the period in whicheltenate is revised.

In particular, information about significant areafsestimation, uncertainty and critical judgemeints
applying accounting policies that have the moshifizant effect on the amounts recognized in the
financial statements, are described in the follgwintes:

« Note 15 — investment property

. Note 16 — long-term finance lease receivable

« Note 17 — utilization of tax losses

. Note 18 - inventory

. Note 19 — trade and other receivables and prepagmen

. Note 29 — commitments and contingencies
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Notes to the Consolidated Financial Statements

2.

(e)

(f)

Basis of preparation and measurement (cont'd)

Basis of consolidation

Subsidiaries are entities controlled by the Comyp&ontrol exists when the Company has the power t
govern the financial and operating policies of amitg so as to obtain benefits from its activitiés.
assessing control, potential voting rights thatsprndly are exercisable are taken into account. The
financial statements of subsidiaries are includethé consolidated financial statements from the ttzat
control commences until the date that control ceal®ra-group balances and transactions, and any
unrealized gains and losses arising from intra{groansactions, are eliminated during consolidatidre
financial statements of subsidiaries are prepavedhie same period as the financial statement @pa
The Group entities keep books of accounts in aesuare with accounting policies specified in the
Accounting Act dated 29 September 1994 (‘the ActimgnAct’) with subsequent amendments and the
regulations issued based on that Act (all togettiRotish Accounting Standards’). Ronson Europe N.V.
keeps the books of accounts in accordance withusmticw policies required by Dutch law. These
consolidated financial statements include a nurobadjustments not included in the books of accadfint
the Group entities, which were made in order tamdprihe financial statements of those entities to
conformity with IFRSs.

Changes in accounting policies and disclosuse
The accounting policies adopted are consistenh wibse of the previous financial year except as
follows. The Group has adopted the following newl amended IFRS and IFRIC interpretations as of 1
January 2009 insofar endorsed by the EU as ofdteaf approval of these financial statements:
* IFRS2 Share-based Payment: Vesting Conditions and Clatioas effective 1 January 2009
* IFRS 7Financial Instruments: Disclosuresffective 1 January 2009
* IFRS 80perating Segmentsffective 1 January 2009
» |AS 1 Presentation of Financial Statemeetffective 1 January 2009
* |AS 23Borrowing Costs (Revisedffective 1 January 2009
* |AS 32Financial Instruments: Presentatiand IAS 1Puttable Financial Instruments and
Obligations Arising on Liquidatioeffective 1 January 2009
* 1AS 39Financial Instruments: Recognition and Measuremektigible Hedged Itemsffective 1
July 2009 (early adopted)
* Amendments IFRIC Remeasurement of Embedded Derivatares IAS 39 inancial Instruments:
Recognition and Measuremesgffective for periods ending on or after 30 JuBé®
* |IFRIC 13Customer Loyalty Programmesfective 1 July 2008
* IFRIC 15Agreements for the Construction of Real EstateiS&e@oncession Arrangements,
effective 1 July 2009
* IFRIC 16Hedges of a Net Investment in a Foreign Operadifiective 1 October 2008
* Improvements to IFRSs (May 2008;)

When the adoption of a standard or interpretagafeemed to have an impact on the financial staésn
or performance of the Group, its impact is desctibelow.
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Notes to the Consolidated Financial Statements

2.

(f)

Basis of preparation and measurement (cont'd)
Changes in accounting policies and disclosusdcont’d)

IFRS 2 Share-based Payment

The IASB issued an amendment to IFRS 2 which fidarithe definition of vesting conditions and
prescribes the treatment for an award that is dieaceThe Group adopted this amendment as of 1
January 2009. It did not have an impact on thenfifed position or performance of the Group.

IFRS 7 Financial Instruments: Disclosures

The amended standard requires additional dis@ssan re-measurement to fair value and on liquidity
risk. The fair value measurements are to be disdi&y source of inputs using a three level hiesafoh
each class of financial instrument. In additiorgoreciliation between the opening and closing baanc
for Level 3 fair value measurements is now requiresl well as disclosure for significant transfers
between Level 1 and Level 2 fair value measuremdmts amendments also clarify the requirements for
liquidity risk disclosures. The amendments to IFRSJid not have an impact on the information
presented in the Group's financial statement.

IFRS 8 Operating Segments

IFRS 8 replaces IAS 14, ‘Segment reporting’ anduine a ‘management approach’ under which
segment information is identified and presentedtte same basis as that used for internal reporting
purposes. This has not resulted in a change imtingber of reportable segments as presented in these
Consolidated Financial Statements. Since the Geouattivities exhibit substantially identical
characteristics taking into account the type of elleggment — i.e. apartments and houses, but are
concentrated in a limited number of cities, therafipg segments are defined as separate subs&liarie
developing particular projects, which for reportipgrposes were aggregated. The aggregation for
reporting purposes is based on the geographicatitots and the type of development (apartments and
houses). According to the Management's assessrtentpperating segments identified have similar
economic characteristics. The segment informgti@sentation and disclosures are shown in Note 5.

IAS 1 Presentation of Financial Statements

The revision of IAS 1 introduces the statementcomprehensive income: it presents all items of
recognised income and expense, either in one sstgtement, or in two linked statements. Given the
absence of Other Comprehensive Income (other thefit Por the year), the Group has elected to pnese
one single statement.

IAS 23 Borrowing costs

The revised Standard requires the capitalizatibibayrowing costs that relate to assets that take a
substantial period of time to get ready for usesale. Revised IAS 23 did not result in a change in
accounting policy of the Group.

IAS 32 Financial Instruments Presentatiorand IAS 1 Presentation of Financial Statements ‘Puttable
Financial Instruments and Obligations Arising on Ilguidation’

These amendments require puttable instrumentsinstrdiments that impose on the entity an obligatio
to deliver to another party a pro rata share of ibe assets of the entity only on liquidation, ® b
classified as equity if certain conditions are nféte implementation of these amendments did no¢ hav
any impact on the financial position or performamethe Group, as the Group had not issued such
instruments.

IFRIC 13 Customer loyalty programmes

This interpretation requires customer loyalty @etb be accounted for as a separate componethieof
sales transaction in which they are granted. Th@d@mentation of this interpretation did not havepaut

on the financial position or performance of the @rpoas the Group does not maintain a loyalty
programme.
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Notes to the Consolidated Financial Statements
2. Basis of preparation and measurement (cont’d)
() Changes in accounting policies and disclosusécont’d)

IFRIC 15 Agreements for the Construction of Real Estate

The interpretation provides the guidance on regemcognition and recognition of related expense by
the entities that undertake the construction of estate directly or through subcontractors. IFRECdid

not constitute a change in accounting policy fe& @roup as the Group already applied the provisfon
IAS 18 related to sales of goods.

IFRIC 16 Hedges of a net investment in a foreign operation

The interpretation provides guidance on the actiogrfor a hedge of a net investment. As such it
provides guidance on identifying the foreign cumenisks that qualify for hedge accounting in tkeeige

of a net investment, where within the group thedirgl instruments can be held in the hedge of a net
investment and how an entity should determine theumt of foreign currency gain or loss, relating to
both the net investment and the hedging instruntenbe recycled on disposal of the net investment.
IFRIC 16 did not have impact on the consolidatedricial statements because the Group does not hedge
any net investment in a foreign operation.

Improvements to IFRSs

Adoption of the annual improvements to IFRS did have impact on the financial position or
performance of the Group.
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3.

@)
(i)

(b)

(i)

(ii)

(iii)

Significant accounting policies

The accounting policies set out below have begiexp consistently in all periods presented in ¢hes
Consolidated Financial Statements.

Foreign currency

Foreign currency transactions

Transactions in foreign currencies are translédetthe respective functional currencies of Groufities
at exchange rates prevailing at the dates of #res#ictions using:

. the purchase or selling rate of the bank whoseicEare used by the Group — in case of foreign
currency sales or purchase transactions, as welheéncase as of the debt or liability payment
transactions;

. the average rate specified for a given currencyhbyNational Bank of Poland as on the transaction
date, unless a customs declaration or other bindiregiment indicates another rate — in case of other
transactions.

Monetary assets and liabilities denominated in ifprecurrencies are retranslated at the functional
currency spot rate of exchange ruling at the répgrtiate. Non-monetary items that are measured in
terms of historical cost in a foreign currency teaslated using the exchange rates as at the afaties
initial transactions.

Revenue
Revenue from operations includes:

Revenue from the sale of residential units

Revenues from the sale of residential units aregeieed upon transfer to the buyer of the significa
risks and rewards of ownership of the residentidt @¢.e. upon signing of the protocol of technical
acceptance and transfer of the key to the reswlemtit), after a valid building occupancy permish
been obtained by the Group.

Advances received related to pre-sales of resialemits, which represent deferred income, arerdsfe
when they do not meet the criteria to be recognaedevenue. When they subsequently meet these
criteria, they are recognised as revenue.

Revenue on finance leases

Finance lease income is recognized based on thgtgnmethod under which total finance lease irgere
income and the excess of scheduled lease paymeetste cost of the related assets is deferred and
amortized as income over the lease term by empoyia effective interest rate that provides a comtst
periodic rate of return on the net investment i lgase.

Revenue on operating leases

Payments received under operating leases are rigedgn the statement of comprehensive income on a
straight-line basis over the term of the lease.

42



Ronson Europe N.V.

Consolidated Financial Statements for the year ende31 December 2009

Notes to the Consolidated Financial Statements

3.

()

Significant accounting policies (cont'd)

Financial instruments

Non-derivative financial instruments

Non-derivative financial instruments of the Grougmprise loans granted, trade and other receivables
cash and cash equivalents, deposits, loans andwiags, and trade and other payables. All financial
assets are recognised initially at fair value pinshe case of investments not at fair value tghoprofit or
loss, directly attributable transaction costs.

A financial instrument is recognized if the Grobpcomes a party to the contractual provisions ef th
instrument. Financial assets are derecognizeckii@roup’s contractual rights to the cash flows fritra
financial assets expire or if the Group transfeesfinancial asset to another party without retejréontrol

or substantially all risks and rewards of the asRegular way purchases and sales of financiatsasse
accounted for at trade date, i.e. the date thaBtioep commits itself to purchase or sell the as3eaincial
liabilities are derecognized if the Group’s obligas specified in the contract expire, or are disghad or
cancelled.

Bank overdrafts that are repayable on demand @md &n integral part of the Group’s cash management
are included as a component of cash and cash égpisdor the purpose of the statement of cashdlow

Non-derivative financial instruments of the Group alassified into one of the following categories:

Category Statement of financial position item Measurement
Held for trading Cash and cash equivalent _ Yalne- adjusted to
income statements
Loans and receivables Short-term deposits Apeattcosts
Trade and other receivables Amortized costs
Other financial liabilities Loans from related fies Amortized costs

Trade and other payables and accrued expenses  ortiaed costs

Secured bank loans Amortized costs

Loans and receivables

Loans and receivables are non-derivative finargsslets with fixed or determinable payments that are
not quoted in an active market. These are cladsdi current assets, provided their maturity dags n
exceed 12 months after the reporting date. Loadsraceivables with maturities exceeding 12 months
from the reporting date are classified under nameru assets. After initial measurement, loans and
receivables are subsequently carried at amortized asing the effective interest method less any
allowance for impairment. Gains and losses aregmized in the statement of comprehensive income
when the loans and receivables are derecognizedhpaired, as well as, through the amortization
process.

Other financial liabilities

Other financial liabilities are measured at anzedi cost using the effective interest method amd ar
valued at amortized cost.
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(d)
(i)

(ii)

(e)
(i)

Significant accounting policies (cont'd)

Property and equipment

Recognition and measurement

Items of property and equipment are measured sttless accumulated depreciation and accumulated
impairment losses.

Cost includes expenditures that are directly laitdble to the acquisition of the asset. The cbsel-
constructed assets includes the cost of matenmlsdaect labor, any other costs directly attritlgato
bringing the asset to a working condition for it¢ended use, and the costs of dismantling and remov
the items and restoring the site on which theylacated. Purchased software that is integral to the
functionality of the related equipment is capitatizas part of that equipment.

When significant parts of property, plant and pgquént are required to be replaced in intervals, the
Group recognises such parts as individual assditsapecific useful lives and depreciation, respetyi
Likewise, when a major inspection is performedcist is recognised in the carrying amount of tlaatp
and equipment as a replacement if the recognitiiteria are satisfied. All other repair and mairgece
costs are recognised in the statement of comprafeeinsome as incurred.

Depreciation
Depreciation is calculated on the straight-lineibaser the estimated useful life of each comporént
an item of property and equipment.

The estimated useful life of property and equiptndapending on the class of asset, ranges from73 t
years. Leased assets are depreciated over thershbthe lease term and their useful lives. Landot
depreciated.

When parts of an item of property and equipmenghdifferent useful lives, they are accounted for as
separate items (major components) of property gagpment.

Depreciation methods, useful lives and residublesmare reassessed at the reporting date, anstetlju
prospectively since the beginning of the yearpjrapriate.

Leases

Finance leases — lessee accounting

Leases in which the Group assumes substantidlthelkisks and rewards of ownership are classified
finance leases. Upon initial recognition, the lekhasset is measured at an amount equal to the lofwer
its fair value and the present value of the mininiease payments.
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3.

(e)
(ii)

(f)

(9)

Significant accounting policies (cont’d)

Leases (cont'd)

Operating leases — lessor accounting

The Group is the lessor of a property to a thiaty under a operating lease agreement. The
determination of whether an arrangement is, or ansf a lease is based on the substance of the
arrangement at inception date: whether fulfilmdrthe arrangement is dependent on the use of afispec
asset or assets or the arrangement conveys aaighe the asset.

Leases where the Group does not transfer sultmitaril the risks and benefits of ownership of deset

are classified as operating leases. Initial dioests incurred in negotiating an operating leaseadded

to the carrying amount of the leased asset andyrésed over the lease term on the same basestat ren
income. Contingent rents are recognised as reviarthe period in which they are earned.

Investment property

Investment properties are measured initially at,cosluding transaction costs. Subsequently ttahi
recognition, investment properties are stated at value, which reflects market conditions at the
reporting date. Gains or losses arising from charigethe fair values of investment properties are
included in the statement of comprehensive incantaé period in which they arise.

Investment properties are derecognised when dittesr have been disposed of or when the investment
property is permanently withdrawn from use and oturfe economic benefit is expected from its
disposal. The difference between the net disposatgeds and the carrying amount of the asset is
recognised in the statement of comprehensive indortie period of derecognition.

Transfers are made to or from investment propamty when there is a change in use. For a trafisier
investment property to owner occupied property,deemed cost for subsequently accounting is the fai
value at the date of change in use. If owner oaxigiroperty becomes an investment property, the
Group accounts for such property in accordance it policy stated under property, plant and
equipment up to the date of change in use.

Inventories of residential units
Inventories consist of multi-family residential testate projects to individual customers.
Inventories are measured at the lower of cost atdealizable value. The cost of inventories inekid
expenditure incurred relating to the constructiba project. Net realizable value is the estimatelling
price in the ordinary course of business, lesegtienated costs of completion and selling expenses.
Costs relating to the construction of a projeetiacluded in inventories of residential unitfalfows:
 costs incurred relating to projects or a phase pfaect which are not available for sale (work in
progress),
* costs incurred relating to units unsold associatid a project or a phase of a project that is lazée
for sale (finished goods).

Project construction costs include:

a) land or leasehold rights for land,

b) construction costs paid to subcontractors for thestruction of residential units,

c) planning and design costs,

d) perpetual usufruct fees and real estate taxesreatauring the period of construction,

e) borrowing costs to the extent they are directlyitaitable to the development of the project (see
accounting policy (1)),

f) professional fees attributable to the developmétieproject,

g) construction overheads and other directly relatedsc

Inventory is recognised as a cost of sales in thtement of comprehensive income when the sale of
residential units is recognised.

45



Ronson Europe N.V.

Consolidated Financial Statements for the year ende31 December 2009

Notes to the Consolidated Financial Statements

3.
(h)
(i)
(i)

(ii)

()
(i)

(ii)

Significant accounting policies (cont'd)

Trade and other receivables and prepayment
Trade and other receivables are stated at amotizgidess impairment losses.

Equity

Share capital

Share capital includes the proceeds received ft@rissue of ordinary shares on the nominal vatue i
exchange for cash.

Share premium

Share premium includes the excess of proceeds/eecBom the issue of shares over the nominalesalu
of shares.

Shares issuance costs are deducted from shar@upremat of any related income tax benefits.

Impairment
Financial assets

A financial asset is considered to be impairezbjective evidence indicates that one or more eveate
had a negative effect on the estimated future ftesls of that asset.

An impairment loss in respect of a financial assetasured at amortized cost is calculated as the
difference between its carrying amount, and thesgme value of the estimated future cash flows
discounted at the original effective interest rate.

Individually significant financial assets are tabtfor impairment on an individual basis. The rerirgj
financial assets are assessed collectively in grthigt share similar credit risk characteristics.

All impairment losses are recognized in the statetnof comprehensive income.

An impairment loss is reversed if the reversal barrelated objectively to an event occurring afier
impairment loss was recognized. For financial assetasured at amortized cost the reversal is
recognized in the statement of comprehensive income

Non-financial assets

The carrying amounts of the Group’s non-finand@abkets, are reviewed at each reporting date to
determine whether there is any indication of immaint. If any such indication exists then the asset’
recoverable amount is estimated.

An impairment loss is recognized if the carryimgcaint of an asset exceeds its recoverable amount.

The recoverable amount of an asset is the greatey value in use and its fair value less costsdil. In
assessing value in use, the estimated future dasis fare discounted to present value using a pre-ta
discount rate that reflects current market assessnod the time value of money and the risks sjetif
the asset.

Impairment losses recognized in prior periodseasessed at each reporting date for any indicatiais
the loss has decreased or no longer exists. Aniimpat loss is reversed if there has been a change
the estimates used to determine the recoverablemimbn impairment loss is reversed only to theeakt
that the asset’s carrying amount does not excezddhying amount that would have been determined,
net of depreciation or amortization, if no impaimh&ss had been recognized.
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(k)

()

(m)

(n)

Significant accounting policies (cont’d)

Provisions

A provision is recognized if, as a result of atpagent, the Group has a present legal or consteuct
obligation that can be estimated reliably, and ipiobable that an outflow of economic benefitd bé
required to settle the obligation. Provisions aetetmined by discounting the expected future chmiasf
at a pre-tax rate that reflects current marketssssents of the time value of money and the risksifip
to the liability.

Borrowing costs

Borrowing costs directly attributable to the int@ny of properties which necessarily take a suligthn
period of time to get ready for their intended wsesale are capitalised as part of the cost of the
respective assets. All other borrowing costs apersged in the period in which they occur. Borrowing
costs consist of interest and other costs than#tyéncurs in connection with the borrowing ofis.

The interest capitalised is calculated using theu@'s weighted average cost of borrowings after
adjusting for borrowings associated with specifawvelopments. Where borrowings are associated with
specific developments, the amount capitalised e gross interest incurred on those borrowiags |
any investment income arising on their temporaryestment. Interest is capitalised as from the
commencement of the development work until the déteompletion. The capitalisation of borrowing
costs is suspended if there are prolonged perid@swievelopment activity is interrupted.

Income tax expense

Income tax expense comprises current and deféasedCurrent tax is the expected tax payable on the
taxable income for the year, using tax rates edaatesubstantively enacted at the reporting datd aany
adjustment to tax payable in respect of previowss/eCurrent tax expense is calculated accordirigxo
regulations in effect in the jurisdiction in whithe individual companies are domiciled.

Deferred income tax is provided, using the balastoeet method, for all temporary differences agisin
between the tax bases of assets and liabilitiegtaidcarrying amounts for financial reporting poses,
and for tax losses carried forward, except foritiigal recognition of assets or liabilities in mhsaction
that is not a business combination and that affeeither accounting nor taxable profit. Deferrex &
measured at the tax rates that are expected tpiied to the temporary differences when they reser
based on the laws that have been enacted or stibsbaenacted by the reporting date.

A deferred tax asset is recognized only to thergxthat it is probable that future taxable pmofitill be

available against which the asset can be utili2é@ach reporting date deferred tax assets areceeldio

the extent that it is no longer probable that #lated tax benefit will be realized. Deferred tazets and
deferred tax liabilities are offset, if a legallgferceable right exists to set off current tax sssgainst
current income tax liabilities and the deferrecetarelate to the same taxable entity and the saxagidn

authority.

Earnings per share

The Group presents basic and diluted earningsshare (EPS) data for its ordinary shares. The
computations of the basic earnings per share dezrdimed on the basis of the weighted average numbe
of shares outstanding during the year. The dil@archings per share are determined by adjusting the
statement of comprehensive income and the weightethge number of ordinary shares outstanding for
the effects of all dilutive potential ordinary saay which comprise share options granted and rights
obtain shares by employees.
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(0)

(@)

Significant accounting policies (cont’d)

Share options granted

The Group operates a share-based incentive plenfdir value of share options granted to managemen

and other employees as at the grant date is rezegjrEis an employee expense, with a corresponding
increase in equity recognised in retained earniogsr the period during which the employees become

unconditionally entitled to the options. The amousmtognised as an expense is adjusted to reflect th

actual number of share options that vest.

Cash and cash equivalents
Cash and cash equivalents in the statement aidiabpositions comprise cash at banks and on hadd
short-term deposits with an original maturity ofeé& months or less.

For the purpose of the consolidated statement ftasfs, cash and cash equivalents consist of casgh a
short-term deposits as defined above, net of audstg bank overdrafts.

Employee benefits
Obligations for contributions to defined contrilout pension plans are recognised as an expensein t
statement of comprehensive income as incurred.

The Company's subsidiaries in Poland are requirader applicable regulations, to pay, on a monthly
basis, social security contributions for the emples/ future pension benefits. These benefits, diwpr

to IAS 19 ‘Employee Benefits’, are state plans amd characterised as defined contribution plans.
Therefore, the Company's subsidiaries have no legalconstructive obligation to pay future
pension benefits and their obligation is limitegpyyment of contributions as they fall due.
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4.

Standards issued but not yet effective

New standards, amendments to standards and iet&tipns, which are not yet effective for the year
ended 31 December 2009, and have not been appliepreparing these Consolidated Financial
Statements, are listed below:

* IFRS 3Business Combinatior(sevised in January 2008) — effective for annuaiqals beginning
on or after 1 July 2009,

» |AS 27 Consolidated and Separate Financial Statemérgsised in January 2008) — effective for
annual periods beginning on or after 1 July 2009,

* IFRS 1First-time Adoption of International Financial Repiog Standardgrevised in November
2008) - effective for annual periods beginning omfber 1 July 2009,

» IFRIC 17Distributions of Non-cash Assets to Ownegffective for annual periods beginning on or
after 1 July 2009,

* Improvements to IFRSs (issued in April 2009) - efifee for annual periods beginning on or after
various dates, earliest being 1 July 2009 - it hets been endorsed by the EU till the day of
approval of these consolidated financial statements

 Amendments to IFRS Broup Cash-settled Share-based Payment Transacfiessed 18 June
20009) - effective for annual periods beginning ommfber 1 January 2010 - it has not been endorsed
by the EU till the day of approval of these condaled financial statements,

 Amendments to IFRS Additional Exemptions for First-time Adoptefissued 23 July 2009) -
effective for annual periods beginning on or aftefanuary 2010 - it has not been endorsed by the
EU till the day of approval of these consolidatedhcial statements,

« Amendment to IAS 3Zlassification of Rights Issugsssued in October 2009) — effective for
annual periods beginning on or after 1 February0201

* |IAS 24 Related Party Disclosurefevised in November 2009) — effective for annpatiods
beginning on or after 1 February 2010 - it hasbesn endorsed by the EU till the day of approval
of these consolidated financial statements,

* IFRS 9Financial instrumentgissued in November 2009) - effective for annualigds beginning
on or after 1 January 2013 - it has not been eedoby the EU till the day of approval of these
consolidated financial statements,

 Amendments to IAS 3%inancial Instruments: Recognition and Measuremdiiigible Hedged
Items(issued in July 2008) - effective for annual pdsideginning on or after 1 July 2009,

 Amendment to IFRIC 1#repayments of a Minimum Funding Requirem@sgued in November
2009) - effective for annual periods beginning omfber 1 January 2011 - it has not been endorsed
by the EU till the day of approval of these condated financial statements,

« Amendment to IFRS limited Exemption from Comparative IFRS 7 Disclesufor First-time
Adopters(issued in January 2010) - effective for annuaiqais beginning on or after 1 July 2010 -
it has not been endorsed by the EU till the dayapproval of these consolidated financial
statements,

* IFRIC 19Extinguishing Financial Liabilities with Equity Itrements- effective for annual periods
beginning on or after 1 July 2010 - it has not beadorsed by the EU till the day of approval of
these consolidated financial statements.

Management is considering the impact that the dhiction of the above-mentioned new standards,

amendments to existing standards and interpretatidihhaveon the accounting policies applied by the
Group.
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5. Segment reporting

In thousands of Polish Zlotys (PLN)

The Group’s operating segments are defined as apantities developing particular residential

projects, which for the reporting purposes wereragated. The aggregation for reporting purpose is
based on geographical locations (Warsaw, PaaWaoctaw and Szczecin) and type of activity

(development of apartments, development of houdésdeover, for one particular entity the reporting

was based on type of income: rental income fronestment property.

According to Management Board’s assessment, theatipg segments identified have similar economic
characteristics. Aggregation based on the typese€lbpment within the geographical location hasbee
applied since primarily the location and the typelevelopment determine the average margin that can
be realized on each project and the project's féskors. Considering the fact that the production
process for apartments is different from that fouses and considering the fact that the charatitsris

of customers buying apartments slightly differ frehose of customers interested in buying houses,
aggregation by type of development within the gapgical location has been used for segment
reporting and disclosure purposes.

Segment results, assets and liabilities includestelirectly attributable to a segment as well asé¢h
that can be allocated indirectly based on reasenatiferia. Unallocated items comprise head office
expenses and income tax assets and liabilitiesinallbcated cash and cash equivalents.

Data presented in the table below are aggregatetyg®y of development within the geographical
location:

As at 31 December 2009

Warsaw Poznai Wroctaw Szczecin Unallocated Total

Apartments Houses Rental Apartments Houses Apartents Houses Apartments Houses
Segment assets 315,967 108,221 8,740 118,869 8,379 68,758 2,361 51,848 7,318 - 690,461
Unallocated assets - - - - - - - - 52,930 50,93
Total assets 315,967 108,221 8,740 118,869 8,379 68,758 2,361 51,848 7,318 52,930 743,391
Segment liabilities 212,699 50,977 2,500 56,806 42 8,445 16,791 1 348,261
Unallocated
liabilities - - - - - - - - - 12,912 12,912
Total liabilities 212,699 50,977 2,500 56,806 42 8,445 - 16,791 1 12,912 361,173
In thousands of Polish Zlotys (PLN) As at 31 December 2008

Warsaw Pozna Wroctaw Szczecin Unallocated Total

Apartments Houses Apartments Houses Apartments Houses Apartments Houses
Segment assets 266,167 83,623 160,093 8,464 69,190 2,405 50,747 7,579 648,268
Unallocated assets - - - - - - 8,753 8,753
Total assets 266,167 83,623 160,093 8,464 69,19 2,405 50,747 7,579 8,753 657,021
Segment liabilities 162,428 44,816 114,744 43 18,579 16,772 - 7,38
Unallocated
liabilities - - - - - - - - 10,156 10,156
Total liabilities 162,428 44,816 114,744 43 539 - 16,772 - 10,156 367,538
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5. Segment reporting (cont’d)

In thousands of Polish Zlotys (PLN)

For the year ended 31 December 2009

Warsaw Pozna Wroctaw Szczecin Unallocated Total
Apartments Houses Rental Apartments Houses Apartments  Houses Apartments  Houses
Revenue 48,929 - - 67,380 - - - - - 116,309
Segment result 13,565 (653) 5,602 23,124 (11) 228 3) (43) 9) - 41,800
Unallocated result - - - - - - - (13,953)  3(353)
Result from
operating activities 13,565 (653) 5,602 23,124 11 228 ®3) (43) 9) (13,953) 27,847
Net finance expense (631) 7 - (1,595) - 6 - (11) - 365 (1,859)
Profit before tax 12,934 (646) 5,602 21,529 (11) 234 3) (54) 9) (13,588) 25,988
Income tax expense (4,954)
Profit for the year 21,034
Capital expenditure - - - - - - - - 356 356
In thousands of Polish Zlotys (PLN) For the year ended 31 December 2008
Warsaw Pozna Wroctaw Szczecin Unallocated Total
Apartments  Houses Apartments Houses Apartments  Houses Apartments  Houses

Total external
revenues 77,347 - - - - - - - - 77,347
Segment result 31,558 (331) (440) (212) 155 8) 8) (16) - 638
Unallocated result - - - - - - - - (12,375) (325)
Result from
operating activities 31,558 (331) (440) (212) 155 8) 8) (16) (12,375) 18,323
Net finance income 515 38 74 17 64 1) 201 - 029 1,198
Profit before tax 32,073 (293) (366) (195) 219 9) 193 (16) (12,085) 19,521
Income tax expense (4,380)
Profit for the year 15,141
Capital expenditure - - - - - - - - 500 500
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6.

Revenue

Revenue comprises the proceeds of the saleiderdg&l units only, form the projects as follows:

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Galileo 67,380 -
Imaginarium Il 38,410 -
Meridian 5,351 27,944
Imaginarium | 4,177 36,142
Mistral 156 10,409
Other 835 2,852
Total revenues 116,309 77,347

Cost of sales

Cost of sales comprises the expense for the sabssifential units only, to the following projects:

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Galileo 43,215 -
Imaginarium Il 25,624 -
Meridian 3,455 15,739
Imaginarium | 2,742 19,749
Mistral 303 6,602
Other 776 1,277
Total cost of sales 76,115 43,367
Administrative expenses

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN) Note

Personnel expenses 9 9,083 8,694
External services 3,534 3,754
Materials and energy 437 532
Depreciation 379 515
Taxes and charges 241 254
Other 498 310
Total administrative expenses 14,172 14,059
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9. Personnel expenses

For the year ended 31 December 2009 2008

In thousands of Polish Zlotys (PLN) Note

Wages and salaries 7,990 5,468

Share-based payment transactions 22C 124 2,349

Social security and other benefits 969 877

Total personal expense 9,083 8,694

Average number of personnel employed 41 45
10. Other expense

For the year ended 31 December 2009 2008

In thousands of Polish Zlotys (PLN)

Maintenance expense of unsold units 1,496 162

Expense for contractual penalties and compensation 345 38

Civil activity taxes on contributions 479 -

Expense for abandoned projects 100 517

Net loss on sale of property and equipment - 16

Other expense 143 36

Total other expense 2,563 769
11. Other income

For the year ended 31 December 2009 2008

In thousands of Polish Zlotys (PLN)

Revenues from contractual penalties and compemsatio 1,289 189

Rental income from inventories 410 417

Refund of civil activity taxes 239 -

Net profit on sale of property and equipment 92 -

Other income 87 91

Total other income 2,117 697
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12. Finance income and expense

For the year ended 31 December 2009

Recognized in the
statement of

Total Amount comprehensive
In thousands of Polish Zlotys (PLN) amount capitalized income
Interest income on bank deposits 856 103 753
Foreign exchange gain 44 - 44
Other finance income 54 - 54
Finance income 954 103 851
Interest expense on financial liabilities
measured at amortized cost (17,755) (16,565) 0,19
Foreign exchange loss (168) - (168)
Commissions and fees (2,704) (1,462) (1,242)
Other finance expense (110) - (110)
Finance expense (20,737) (18,027) (2,710)
Net finance expense (19,783) (17,924) (1,859)
For the year ended 31 December 2008 Recognized in the

statement of

Total Amount comprehensive
In thousands of Polish Zlotys (PLN) amount capitalized income
Interest income on bank deposits 2,365 339 2,026
Foreign exchange gain 264 - 264
Interests on granted loans 67 - 67
Finance income 2,696 339 2,357
Interest expense on financial liabilities
measured at amortized cost (19,287) (18,460) (827)
Foreign exchange loss (8) - (8)
Commissions and fees (1,657) (1,552) (105)
Other finance expense (219) - (219)
Finance expense (21,171) (20,012) (1,159)
Net finance (expense)/incon (18,475 (19,673 1,19¢
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13. Income tax expense/(benefit)

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Current tax

Current period 3,664 11,623
Adjustment in respect of prior periods (62) (20)
Total current tax expense/(benefit) 3,602 11,603

Deferred tax

Origination and reversal of temporary differences 4,287 (3,115)
Benefit of tax losses recognized (2,935) (4,108)
Total deferred tax expense 1,352 (7,223)
Total income tax expense 4,954 4,380

Reconciliation of effective tax rate

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Profit for the period 21,034 15,141
Total income tax expense 4,954 4,380
Profit excluding income tax 25,988 19,521
Expected income tax using the Polish tax rate (19% 4,938 3,709

Tax effect on:

Effect of Netherlands tax rates (109) 28
Change in unrecognized temporary differences oveviged

in prior periods (62) (20)

Non-deductible expenses 89 549
Movement in unrecognized differed tax assets 263 443

Other differences (165) (329)
Tax charge for the period 4,954 4,380
Effective tax rate 19.1% 22.4%
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14. Property and equipment

For the year ended 31 December 2009
Cars Equipment  Building Total
In thousands of Polish Zlotys (PLN)

Cost or deemed cost

Balance at 1 January 959 433 760 2,152
Additions - 164 192 356
Transferred from inventories - - 682 682
Disposals (78) - (315) (393)
Closing balance 881 597 1,319 2,797

Depreciation and impairment losses

Balance at 1 January 333 282 520 1,135
Depreciation for the period 168 90 121 379
Disposals (34) - (2) (36)

Closing balance 467 372 639 1,478

Carrying amounts
At 1 January 626 151 240 1,017

Closing balance 414 225 680 1,319

For the year ended 31 December 2008
Cars Equipment  Building Total
In thousands of Polish Zlotys (PLN)

Cost or deemed cost

Balance at 1 January 695 293 470 1,458
Additions 360 140 - 500
Transfer from inventories - - 290 290
Disposals (96) - - (96)
Closing balance 959 433 760 2,152

Depreciation and impairment losses

Balance at 1 January 174 197 280 651
Depreciation for the period 190 85 240 515
Disposals (31) - (31)

Closing balance 333 282 520 1,135

Carrying amounts
At 1 January 521 96 190 807

Closing balance 626 151 240 1,017

Impairment loss
In the years ended 31 December 2009 and 31 Decef0fi8, the Group did not recognize any
impairment loss with respect to Property and eqeipm
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15.

16.

Investment property

For the year ended 31 December 2009 2008

In thousands of Polish Zlotys (PLN) Note

Balance at 1 January - -

Transferred from long-term finance lease receivabl 16 638 -

Acquisitions 2,500 -

Change in fair value during the year 5,602 -

Balance as at 31 December, including: 8,740 -
Cost 3,138 -
Fair value 5,602 -

As at 31 December 2009, the investment propertydtedl property held for long-term rental yields and
capital appreciation, and were not occupied byGheup. The investment property consisted of a ot
land in Warsaw (71, Gwialzista Street) and an office building with an agate usable floor space of
1,400 nf located on this plot that leased to third partiader lease agreements with an indefinite term
subject to a three-month notice period for termaratFor addition information regarding the propert
acquisition see Note 16.

Investment property was valued at fair value deteech annually by an independent appraiser, having
an appropriate recognized professional qualificatibased on current prices on an active market.
Investment property was valued based on the digedurash flow approach, including the assumption
as to the annual yield of 7.75%.

The continued instability in the financial marketuses volatility and uncertainty in the world’pital
markets and real estate markets. There is a lavidity level in the real estate market and trarisact
volumes have significantly reduced, resulting ilagk of clarity as to pricing levels and marketvers.
As a result, there is less certainty with regarddtations and market values can change rapidéytdu
the current market conditions.

The investment property is currently occupied agmtal prices are in line with market rents visilvle
the particular market where the property is located

Long-term finance lease receivable

Until 30 December 2009, the Group was a party timance lease arrangement under which the Group
leased an office building and the land adjacerthéobuilding in Warsaw to a third party. The expoa
date of this lease arrangement was 2 March 2024.

On 16 December 2009, the Group signed an agreewiémtthe same third party to terminate the
existing finance lease arrangement on 30 Decem@9 &hereby substantially all risks and benefits of
ownership of the property were transferred to theup. As a result, the Group effectively acquired a
investment property as presented in note 15. Camstly, as at 30 December 2009, the long-term
finance lease receivables were derecognised amdféraed to investment property as a part of
acquisition cost.

The Finance lease receivables as at 31 Decemb@; 200-current and current, and their ageing are
presented in the table below:

Less than Between More than
In thousands of Polish Zlotys (PLN) 1 year 1 and 5 years 5 years Total
Finance lease payments receivable 98 390 975 1,463
Unearned interest income (28) (145) (598) (771)
Total 70 245 377 692
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17. Deferred tax assets and liabilities

Recognized deferred tax assets and liabilities
Deferred tax assets and liabilities as at therbvegg and end of the financial periods are attebie to the

following:
Opening Recognized in the Closing
balance 1 statement of balance 31
January comprehensive December
In thousands of Polish Zlotys (PLN) 2009 income 2009
Deferred tax assets
Tax losses carried forward 9,973 2,935 12,908
Accrued interest 995 424 1,419
Accrued expense 52 28 80
Other 174 313 487
Total deferred tax assets 11,194 3,700 14,894
Deferred tax liabilities
Difference between tax base and carrying vafueventory 12,372 4,075 16,447
Fair value gain on investment property - 977 779
Total deferred tax liabilities 12,372 5,052 17,424
Total deferred tax expense (see Note 13) 1,352
Deferred tax assets 11,194 14,894
Deferred tax liabilities 12,372 17,424
Offset of deferred tax assets and liabilities fatividual
companies (9,045) (11,478)
Deferred tax assets reported
in the statement of financial position 2,149 3R
Deferred tax liabilities reported
in the statement of financial position 3,327 64
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17. Deferred tax assets and liabilities (cont’'d)

Opening
balance Recognized in the Closing
01 statement of balance 31
January comprehensive December
In thousands of Polish Zlotys (PLN) 2008 income 2008
Deferred tax assets
Tax losses carried forward 5,865 4,108 9,973
Accrued interest 514 481 995
Accrued expense - 52 52
Other 150 24 174
Total deferred tax assets 6,529 4,665 11,194
Deferred tax liabilities
Difference between tax base and carrying vafueventory 14,930 (2,558) 12,372
Total deferred tax liabilities 14,930 (2,558) 12,372
Total deferred tax benefit (see Note 13) 7,223
Deferred tax assets 6,529 11,194
Deferred tax liabilitie 14,93( 12,37:
Offset of deferretax assets and liabilities for individL
companies (5,181) (9,045)
Deferred tax assets reported
in the statement of financial position 1,348 2,149
Deferred tax liabilities reported
in the statement of financial position 9,749 3,327

Unrecognized deferred tax liabilities
There are no unrecognized deferred tax liabilities

Unrecognized deferred tax assets

A deferred tax asset is recognized only to thergxthat it is more likely than not that future ahle
profits will be available against which the assat de utilized. Unrecognized deferred tax assddsere
primarily to tax loss carry-forwards, which are rmminsidered probable of realization prior to their

expiration.
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17. Deferred tax assets and liabilities (cont'd)
Realization of deferred tax assets

In assessing the realizability of deferred taxeesssnanagement considers whether it is more liteln

not that some portion or all of the deferred tagets will not be realized. The ultimate realizatmfn
deferred tax assets is dependent upon the generaftifuture taxable income during the periods in
which those temporary differences become deductMagement considers the scheduled reversal of
deferred tax liabilities, projected future taxaliteome, and tax planning strategies in making this
assessment. In order to fully realize the deferteed asset (before offsetting against deferred tax
liability), the Group will need to generate futuexable income of approximately PLN 80,889 thousand
Taxable profit realized by the Group companies amea to PLN 28,116 thousand for the year ended
31 December 2009. Based upon the level of histiordca@ble income and projections for future taxable
income over the periods in which the deferred tssets are deductible, management believes it is mor
likely than not that the Group will realize the kéts of these deductible differences. The amotithe
deferred tax asset which is considered realizaileld however be reduced in the near term if eséma
of future taxable income during the tax loss cdaryvard period are reduced.

Tax losses in Poland are required to be utilizethiav 5 years following the period in which they
originated, subject to the limitation that a maximaf 50% of the loss carry-forward can be usedna o
year. Tax losses in the Netherland are requirebetaitilized within 9 years following the period in
which they originated.

Movement in unrecognized deferred tax assets

Unrecognized deferred tax assets in Poland

Balance 01 Balance 31 Tax Balance 31

January December losses Additions/ December

In thousands of Polish Zlotys (PLN) 2008  Additions 2008 expired  (Realizations) 2009
Tax losses - 553 553 (298) (164) 91
Total - 553 553 (298) (164) 91

Unrecognized deferred tax assets in the Nethedan

Balance 01 Balance 31 Additions / Balance 31
January 2008 Additions December 2008 (Realizations) December 2009
In thousands of Polish Zlot PLN EUR PLN EUR PLN EUR PLN EUR PLN EUR
Tax losses 2,819 787 1,195 175 4,014 962 (492)05)( 3,522 857
Total 2,819 787 1,195 175 4,014 962 (492) (105) 3,522 857
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17. Deferred tax assets and liabilities (cont'd)

Tax losses carry forward

Tax losses carry forward in Poland

As 31 December

2009 2008
Recognized Unrecognized Total tax Recognized  Unrecognize Total tax
In thousands of Polish Zlotys (PLN) tax losses tax losses losses tax losses d tax losses losses
Tax loss 2004 carried forward - - - 489 897 1,386
Tax loss 2005 carried forward 566 - 566 781 347 128,
Tax loss 2006 carried forward 5,377 44 5,421 6,549 1,013 7,562
Tax loss 2007 carried forward 11,602 234 11,836 ,166 402 15,568
Tax loss 2008 carried forward 27,033 121 27,154 529 250 29,754
Tax loss 2009 carried forward 23,360 80 23,440 - - -
Total tax losses carried forward 67,938 479 68,417 52,489 2,909 55,398
Tax losses carry forward in the Netherlands
As 31 December 2009 2008
Total
Recognized Unrecognized Total tax Recognized  Unrecognized tax
In thousands of EUR tax losses tax losses losses tax losses tax losses losses
Tax loss 2007 carried forward - 2,674 2,674 - 8,08 3,088
Tax loss 2008 carried forward - 688 688 688 688
Total tax losses carried forward - 3,362 3,362 - ,BI6 3,776
As 31 December 2009 2008
Total
Recognized Unrecognized Total tax Recognized  Unrecognized tax
In thousands of Polish Zlotys (PLN) tax losses tax losses losses tax losses tax losses losses
Tax loss 2007 carried forward - 10,985 10,985 - ,882 12,884
Tax loss 2008 carried forward - 2,826 2,826 - 2,87 2,871
Total tax losses carried forward - 13,811 13,811 - 15,755 15,755
18. Inventory
For the year ended 31 December 2009:
Opening Closing balance
balance 01 Transferred to 31 December
In thousands of Polish Zlotys (PLN) January 2009 finished units Additions 2009
Land and related expenses 408,098 (23,837) 5,469 389,730
Construction costs 107,595 (83,638) 114,491 138,448
Planning and permi 13,627 (2,040 7,39 18,98¢
Borrowing costs’ 29,243 (6,170) 17,924 40,997
Other 7,579 (2,983) (265) 4,331
Work in progress 566,142 (118,668) 145,016 592,490
Recognized in
Opening Transferred  the statement of Closing balance
balance 01 from work in comprehensive 31 December
In thousands of Polish Zlotys (PLN) January 2009 progress income 2009
Finished units 10,868 118,668 (75,773) 53,763
I nventories, valued at lower ot
costs and net realisable value 577,010 646,253
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18. Inventory (cont'd)

For the year ended 31 December 2008:

Opening Closing
balance 01 Transferred to balance 31
In thousands of Polish Zlotys (PLN) January 2008 finished units Additions December 2008
Land and related expenses 367,635 (4,639) 45,102 408,098
Construction cost 40,01¢ (15,415 82,99: 107,59¢
Planning and permits 4,789 (701) 9,539 13,627
Borrowing costs’ 11,351 (1,781) 19,673 29,243
Other 4,804 (1,096) 3,871 7,579
Work in progress 428,597 (23,632) 161,177 566,142
Recognized in
Opening Transferred the statement of Closing
balance 01 from work in comprehensive balance 31
In thousands of Polish Zlotys (PLN) January 2008 progress income December 2008
Finished units 29,177 23,632 (41,941) 10,868
Inventories, valued at lower of -
costs and net realisable value 457,774 57701

(*) Borrowing costs capitalized to the value of @mory with 7.5% average effective capitalizatioterest rate.

Balance sheet value of inventories used to secuoahs received from banks (mortgage):

As at 31 December 200¢ 2008

In thousands of Polish Zlotys (PLN)

Balance sheet value of inventory 442,331 437,248
Amount of secured bank loans 188,831 225,133

For information about future commitments to theeggahcontractor for construction services related t
inventory construction, see Note 29.

In view of the market situation in the property ketrin which the Group operates, at the end of 2009
the Group took a particularly rigorous approacihht inventory review with regard to its valuatian t
net realisable value. As a result of its valuatiomet realisable value analyses and reviews, tioeiis
made revaluation write- downs finished units in tiial amount of PLN 127 thousand.
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19. Trade and other receivables and prepayments

As at 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Value added tax (VAT) receivables 5,303 16,716
Claims receivabl& 12,400 12,400
Prepayments 545 1,270
Trade and other receivables 1,636 1,023
Total 19,884 31,409

20.

The amount recorded as Claims receivable reprefiemisxpected amount to be received in respedteof t
claimed repayment of the advance amount as pattibroup for the acquisition of a land plot in Raz
(project Aurora). In May 2009, the Group enteneih ia settlement agreement with the seller of ltisl

plot, which concluded the dispute between parti@texd in September 2008. The seller has confirtinad

the original agreement related to acquisition ofdléhas expired and has committed to pay back the
advance payment on certain conditions. The Grogpdegided to enter into this compromise agreement
even despite the fact that management was confaleot the Group’s ultimate success in any court
proceeding. However, management decided that ttenf@l court proceeding would nonetheless be long
and complicated, and is of the opinion that, in @went, the Group will recover the entire advance
payment by enforcing the mortgage and taking coriver the land. Although the repayment can be
contractually reduced to a final settlement of oRlyN 9.0 million if repaid by end of April 2010 (=
statutory interest accrued since 1 August 200%herunpaid amount), management of the Group strongly
believes that the only real potential settlemerthaf agreement will be based on enforcing the gagye.
Based on the above mentioned compromise agreeamghtin accordance with Management Board's
judgement, it is realistic to expect a full recovef the advance payment. Therefore, the claimldfl P
12.4 million has remained being recorded under d&rand other receivables and prepayments’ in the
Consolidated Statement of Financial Position peb8tember 2009.

As at 31 December 2009 and 31 December 2008, ritigpad no allowance for doubtful debts.

Short-term bank deposits - collateralized

As at 31 December 2009 2008

In thousands of Polish Zlotys (PLN)

Deposits collateral for securing the repaymentt#rest

related to the credit facilities provided to theoGp 3,421 5,043
Deposits collateral for construction loans 1,649 -
Total 5,070 5,043

The interest rates earned on these deposits naryZ% to 3% on an annual basis.

For information about the fair value of short-tdsamk deposits - collateralized see Note 28.

For information about the pledge over short teemkodeposits see Note 24.
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21. Cash and cash equivalents

Cash and cash equivalents comprise cash at bahindrand and short-term deposits freely availdtle
the Group. Cash at bank comprises of overnight sieppdhe short-term deposits have an original ritgitu
varying from one day to three months.

As at 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Cash at bank and in hand 5,854 18,223
Short-term deposit 52,190 21,100
Cash and cash equivalents 58,044 39,323

Cash at bank earns interest at floating rates basethily bank deposit rates. As at 31 Decembe® 200l

31 December 2008 the Group held deposits amoutaif®tl-N 4,114 thousand and PLN 13,859 thousand,
respectively, in overnight deposits that earn egerates that vary between 2% - 3.5%.

Short-term deposits have a duration varying betwegenday and three months depending on the imneediat
cash requirements of the Group, and earn intereshearespective short-term deposit rates that vary
between 2%-4%.

For information about the fair value of cash anshcaquivalents see Note 28.

For information about the pledge over cash and egsilivalents see Note 24.

22. Shareholders’ equity

A. Share capital

The authorized share capital of the Company cansisB00,000,000 shares of EUR 0.02 par value each.
The number of issued and outstanding ordinary shaseat 31 December 2009 amounted to 272,360,000
(as at 31 December 2008: 226,966,667 shares).

On 22 October 2009, the Company issued 45,393,8@3shares, including 22,696,667 new shares issued
as a result of the conversion of the same numberanfants convertible to shares issued on the shme
The warrants were offered free of charge in a fofra private placement to selected investors wh@an
October 2009 subscribed for the Warrants and esexidiheir rights to subscribe for new shares. Thegg
proceeds from the new shares issued on 22 Oct@#& @mounted to PLN 72,629 thousand, whereas the
costs attributable to the issue of new shares asdloythe Company amounted to PLN 1,052 thousasd. A
a result, the net proceeds from the new shareedssmounted to PLN 71,577 thousand.

B. Share premium

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Balance at the beginning of the year 215,105 2163
Net proceeds of new shares issued in excess ofbjpaa® 67,768 -
Balance at the end of the year 282,873 215,105

(1) This represents the proceeds above par frerd5h393,333 new shares, issued on 22 October 2B@9net
proceeds from the new shares issued on 22 Oct@9& @mounted to PLN 71,577 thousand, whereas the pa
value of the 45,393,333 shares amounted to PLN93/8tusand.

64



Ronson Europe N.V.
Consolidated Financial Statements for the year ende31 December 2009

Notes to the Consolidated Financial Statements

22. Shareholders’ equity (cont’d)
C. Share-based payments

During the fourth quarter of 2007, a long-terroentive plan (the ‘Plan’) was implemented. The pess
eligible for participation in the Plan are the emydes of the Group, including the members of the
Management Board. Under the Plan, share optiongrarged to members of the Management Board and
selected employees. The exercise price of the gplamptions is determined by the Supervisory Board o
the date of granting the share options and shalbadess than the fair market value at the tim¢hef
grant of the options. Options are conditional o& émployee being employed or Board members at the
time the options are exercisable (vesting period) @an only be settled in shares. Options grartied s
vest over three and five years, one third and dtieih each year after one year from the daterahg
respectively.

On 5 November 2007, a total of 1,900,000 optiaith an exercise price of PLN 5.75 per share were
granted to selected employees of the Company. ©éllove total, 700,000 options will vest over aé¢hr
year period and the remaining 1,200,000 optionkwest over five years, while having an optionahte

of five and seven years, respectively. The latfgions were granted to Mr Dror Kerem, the former
President of the Management Board and the formef@&xecutive Officer of the Company.

During the year ended 31 December 2009, the selemtgployees that joined the option programme
(granted in 2007) had not exercised any of thefioog. Following the resignation of key management
employees during 2009 and 2008, a total of 1,260d8@ions were cancelled. The details regarding the
number of the options outstanding as of 31 Decer2®89 are provided below:

Number of options

Vesting dates Granted Exercised Cancelled Outstanding

5 November 2008 473,333 - (50,000) 423,333
5 November 2009 473,333 - (317,333) 156,000
5 November 2010 473,334 - (413,334) 60,000
5 November 2011 240,000 - (240,000) -
5 November 2012 240,000 - (240,000) -
Total 1,900,000 - (1,260,667) 639,333

The weighted average fair value of options graiime2007 using the Black-Scholes valuation modat w
approximately PLN 2.75 per option. The significarmuts into the model were a weighted average share
price of PLN 5.75 at the grant date, the exerciggepnentioned above, volatility of 50%, dividenielg

of 0%, an option life of five years and seven yearsannual risk free rate of 6% and estimatioh 70&o

from the employed will implement the options.

The cost impact of the share-based payment ofirthecial statements of the Company was an expense
of PLN 124 thousand for the year ended 31 Decer20@9 (year ended 31 December 2008: PLN 1,155
thousand) recognized in the statement of compréeirecome with a corresponding increase in equity.

In addition, Mr Dror Kerem, the former Presidesitthe Management Board and the former Chief
Executive Officer of the Company, received the tigh obtain 300,000 shares in the capital of the
Company with a nominal value of EUR 0.02 each,rfominal value, which right was exercised on 24
June 2008. This right was granted by the SuperyiBoard and measured at fair market value at the ti

of the grant. The cost impact of the rights grani@dvr Dror Kerem was an expense of PLN 1,194
thousand for the year ended 31 December 2008 whah been recognized in the statement of
comprehensive income with a corresponding incr@asquity during the year ended 31 December 2008.

65



Ronson Europe N.V.
Consolidated Financial Statements for the year ende31 December 2009

Notes to the Consolidated Financial Statements
23. Net earnings per share

Basic and diluted earnings per share

Basic earnings per share amounts are calculatefiviling net profit for the year by the weightedeaage
number of ordinary shares outstanding during the.y@iluted earnings per share amounts are catulilay
dividing the net profit for the year by the weightaverage number of ordinary shares outstandiniggitine
year plus the weighted average number of ordinbayes that would be issued on conversion of all the
dilutive instruments into ordinary shares.

The following reflects the income and share datadus the basic and diluted earnings per share
computations:

Weighted average number of ordinary shares (basic):

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Net profit (PLN thousands) 21,034 15,141
Balance at beginning of the period 226,966,667 ,GXH667
Effect of new shares issued during the period BYOL 156,163
Weighted average number of ordinary shares (basic) 235,672,238 226,822,830
Basic earnings per share 0.089 0.067

Weighted average number of ordinary shares (dilutej

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Net profit (PLN thousands) 21,034 15,141
Weighted average number of ordinary shares (basic) 235,672,238 226,822,830
Effect of right to obtain shares - 143,836
Effect of shares options on issue 639,333 1,387,57
Weighted average number of ordinary shares (diluted 236,311,571 228,314,244
Diluted earnings per share 0.089 0.066

There have been no other transactions involvingnargt shares between the reporting date and tleeadat
completion of these consolidated financial stateien
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24. Loans and borrowings

Information about the contractual terms of thewpr's interest-bearing loans and borrowings is qmesd
in the table below. For more information about@r@up’s exposure to interest rate and foreign cuye

risk, see Note 31.

As at 31 December 2009 2008
In thousands of Polish Zlotys (PLN)
Non-current loans and borrowings
Loans from related parties 52,948 57,619
Secured bank loans 54,346 86,548
Total non-current loans and borrowings 107,294 wie7
Current loans and borrowings
Loans from related parties 7,381 -
Secured bank loans 134,332 138,585
Total current loans and borrowings 141,713 138,58
Total loans and borrowings 249,007 282,752
Terms and debt repayment schedule
Terms and conditions of outstanding loans areksAs:
Loans as at 31 December 2009:
Nominal Year of Accrued Bank  Carrying
In thousands of Polish Zlotys (PLN) Currency interest rate  maturity Capital interest charges value
|.T.R. Dori B.V.® PLN 2010 - 5,901 - 5,901
Gator Investments Sp. z 0.0. PLN 2010 - 1,480 - 1,480
I.T.R. Dori B.V.® PLN 6% 2011 42,61( - - 42,61(
Gator Investments Sp. z 0.0. PLN 6% 2011 10,338 - - 10,338
Subtotal (related parties) 52,948 7,381 - 60,329
WIBOR 1M +
Bank Loans PLN Bank's margin 2010 50,550 - (535) 50,015
WIBOR 3M +
Bank Loan PLN Bank's margin 2010 84,288 73 (44) 84,317
WIBOR 1M +
Bank Loan PLN Bank's margin 2011 34,924 87 (509) 34,502
WIBOR 3M +
Bank Loat PLN  Bank's margin 2011 20,04 4 (203 19,84«
Subtotal (Bank ) 189,805 164 (1,291) 188,678
Total 242,753 7,545  (1,291) 249,007

(1) Until 24 December 2009, this related partynlogas due to Jeruzalem Finance Company B.V. , atDiimited liability
company owned by the same parties which are thelsblaers of the Company’s parent company, IT.Ri BoV. Following a
transfer of the 100% ownership in Jeruzalem Fin&@wm@pany B.V. to I.T.R. Dori B.V. and subsequendlyegal merger between
I.T.R. Dori B.V. and Jeruzalem Finance Company .Bo 24 December 2009, whereby Jeruzalem Financep@ay B.V.
ceased to exist, the loan was assumed by .T.R.BDgr
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24. Loans and borrowings (cont’d)

Loans as at 31 December 2008:

Nominal Year of Accrued Bank  Carrying
In thousands of Polish Zlotys (PLN) Currency interest rate _maturity Capital interest charges value
Jeruzalem Finance Company B.V. PLN 6% 2011 42,610 3,714 - 46,324
Gator Investments Sp. z o0.0. PLN 6% 2011 10,338 957 - 11,295
Subtotal (related parties) 52,948 4,671 - 57,619
WIBOR 1M +
Bank Loans PLN Bank's margin 2009 79,320 281 (936) 78,665
WIBOR 3M +
Bank Loans PLN Bank's margin 2009 59,963 188 (231) 59,920
WIBOR 1M +
Bank Loans PLN Bank's margin 2010 17,150 94 (66) 17,178
WIBOR 3M +
Bank Loans PLN Bank's margin 2010 69,483 - (113) 69,370
Subtotal (Bank ) 225,916 563  (1,346) 225,133
Total 278,864 5,234  (1,346) 282,752

25.

For the bank loans the following collateral was igen:

» Ordinary and floating mortgages on Inventory (cflrestate units), see Note 18.

» Pledge over bank accounts which are presenteceilCtnsolidated Statement of Financial Position
as Cash and cash equivalents up to the amounédiresits due amounting to PLN 4,510 thousand
and PLN 10,974 thousand as at 31 December 2008aBecember 2008, respectively.

» Deposits guarantee for interests on credits, s¢e Rl

» Assignment of receivables arising from insuranceeagent and from the agreements concluded
with clients.

» As at 31 December 2008, registered pledge on B087shares (0.5% share capital) of Ronson
Europe N.V. (owned by ITR Dori B.V.) and sharegafticular subsidiary companies.

» Subordination agreement on loans from related gmarti

» Blank promissory note drawn by particular subsigie@mpanies with a promissory note declaration
up to the amount of the loan plus interest.

» Advance payments of dividends until full repaymehioans are not allowed.

Trade and other payables and accrued expenses

As at 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Trade payable 13,006 15,612
Guarantees for construction wc 6,987 1,529
Accrues expenses 6,123 1,671
Value added tax (VAT) and other tax paya 1,009 4,559
Non-trade payables 604 461
Total 27,729 23,832

Trade and non-trade payables are non-interestrigeand are normally settled on 90-day terms.

68



Ronson Europe N.V.

Consolidated Financial Statements for the year ende31 December 2009

Notes to the Consolidated Financial Statements

26. Advances received

27.

Advances received consist of customer advancesofwstruction work in progress (deferred revenue)
and comprise customer advances for the followirgegts:

As at 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Nautica 31,237 992
Gemini | 22,568 1,243
Imaginarium Il 7,699 11,144
Galileo 5,799 32,637
Constans 3,977 2,475
Meridiar 1,45¢ 352

Imaginarium | 546 5,356
Other 82 135
Total 73,367 54,334

For information about contingent receivables freigned contacts with clients, see Note 29.
Provisions

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Balance at the beginning of the year 3,144 501
Increase/(decrease) (58) 2,643
Balance at the end of the year 3,086 3,144

A provision is recognised for expected necessasys of development of certain plots of land owbgd
the Group, according to the conditions imposeddogall authorities as well as for expected corpdiate
expenses in relation to a dispute between oneeo€ttimpany’s subsidiaries and the local tax autlesrit
in Poland.
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28. Fair value estimation

The fair values of financial assets and liabilitiésgether with the carrying amounts shown in the
Consolidated Statement of Financial Position, arfobows:

In thousands of Polish Zlotys (PLN) Category Note  As at 31 December 2009
Carrying

amount Fair value
Assets:
Trade and other receivables Loans and receivables 19 14,036 14,036
Short-term bank deposits — collateralized Loans and receivables 20 5,070 5,040
Cash and cash equivalents Held for trading 21 58,044 58,044
Liabilities:
Secured bank loans Other financial liabilities 24 188,678 188,764
Loan from related parties Other financial liabilities 24 60,329 59,935
Trade and other payables and accrued expenses Other financial liabilities 25 26,720 26,720
Unrecognized gain 278
In thousands of Polish Zlotys (PLN) Category Note As at 31 December 2008

Carrying

amount Fair value

Assets:
Trade and other receivables Loans and receivables 19 13,423 13,423
Short-term bank deposits — collateralized Loans and receivables 20 5,043 4,989
Cash and cash equivalents Held for trading 21 39,323 39,323
Liabilities:
Secured bank loans Other financial liabilities 24 225,133 223,159
Loan from related parties Other financial liabilities 24 57,619 52,242
Trade and other payables and accrued expenses Other financial liabilities 25 19,273 19,273
Unrecognized gain 7,297

Estimation of fair values
The following methods and assumptions were usesktionate the fair value of each class of financial
instruments:

e trade and other receivables, cash and cash eguisaad trade and other payables: the carrying
amounts approximate fair value because of the shattrrity of these instruments;

» short-term bank deposit - collateralized: the failue is estimated by discounting the future cash
flows of each instrument at rates currently offetedthe Group for similar instruments of
comparable maturities by the Group’s bankers;

* loans and borrowings: the fair value is estimatgddiscounting the future cash flows of each
instrument at rates currently offered to the Grdop similar instruments of comparable
maturities by the Group’s bankers.

Interest rates used for determining fair value

The interest rates used to discount estimated tasfs (PLN denominated), where applicable, are
based on WIBOR plus/minus margin as at 31 Decer@b6® and 31 December 2008 and are as

follows:

As at 31 December 200¢ 200¢
Loans and borrowings 7.27% 8.98%
Short-term bank deposits — collateralized 4.00% .00%
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29. Commitments and contingencies

Investment commitments:

The amounts in the table below present unpaid tmwest commitments
construction services to be rendered by the gererdfactors:

of the Group in respect of

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)
Gemini | 11,211 56,720
Nautice 7,41( 44,80¢
Constans 1,934 16,138
Gardenia - 5,499
Imaginarium Il - 8,050
Galileo - 601
20,555 131,814

Moreover according to the conditions of the terrtiora agreement concluded with Mr Kerem on 3

September 2008, the consulting agreement betweerahd the Company

and its subsidiary expired as

of end of March 2009 (‘Expiration Date’). As at tliexpiration Date of the consulting agreement,

Mr Kerem is entitled to a bonus equal to 0.5% a fhve-tax profits generated by projects that were
owned by the Company as of the expiration dates €Thihncerns however only those projects which are
based on the plots of land with validated zoningditions or with the valid master plans. Moreover,

Mr Kerem is entitled to an additional bonus equa215% of the pre-tax profit generated by the psje

that were in construction or were completed aviefExpiration Date.

Contingent receivables - contracted sales not yeecognized:

The table below presents amounts to be received fre customers having bought apartments from
Ronson subsidiary companies and which are basetheonalue of the sale and purchase agreements
signed with the clients until 31 December 2009rafteduction of payments received at reporting date
(such payments being presented in the Consolidgtatement of Financial Position as Advances

received):

For the year ended 31 December 2009 2008

In thousands of Polish Zlotys (PLN)

Gemini | 32,003 9,497

Nautica 31,067 17,360

Galileo 9,043 12,114

Imaginarium Il 4,772 23,995

Constans 336 2,389

Meridian 7 2,232

Imaginarium | - 515
77,228 68,102

Contingent liabilities:

As at 31 December 2009, the Group did not havecangingents liabilities.
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30. Related parties

Parent company
The Company enters into various transactions Vtétlshareholders, subsidiaries and with its dinecto
and executive officers. The Company’'s immediateetizders are I.T.R. Dori B.V. (‘ITR Dori’) and GE
Real Estate CE Residential B.V, with an interedhiares in the Company’s capital of 64.2% and 15.3%
respectively, as at 31 December 2009. For a lisub&idiaries reference is made to Note 1(b).
The main related parties’ transactions arise on:

*« loans received,

e transactions with key management personnel,

e shares and share options.

Loans received

During the year ended 31 December 2009, the Greppid loans from related parties amounting to
PLN 467 thousand, comprising only accrued intersd, did not receive any loans from related parties
in this period. During the year ended 31 Decemi¥€182the Group repaid loans from related parties
amounting to PLN 8,447 thousand, comprising PLNL8,Bhousand in respect of the principal amount
and PLN 831 thousand accrued interest, and dideeive any loans from related parties in thisqueri
For further information see Note 24.

Transactions with key management personnel
As at 31December 2009, key management personmtie¢ @@ompany include:

Shraga Weisman- President of the Management Board, Chief Exeeufifficer
Tomasz tapinski - Member of the Management Board, Chief Financidic®f
Andrzej Gutowski - Member of the Management Board, Sales and Maig&irector
David Katz - Member of the Management Board

Karol Pilniewicz - Member of the Management Board

Amos Weltsch- Member of the Management Board

Loans to directors
As at 31 December 2009 and 31 December 2008, teneeno loans granted to directors.

Key management personnel compensation

Apart from the compensation listed below, thereenso additional benefits granted to key management
personnel in the periods ended 31 December 2008 hiecember 2008.

Key management personnel compensation can be pedsanfollows:

Salary and other short | Management Total
In thousands of Polish Zloty (PLN) time benefit bonus
Management Board — 31 December 2009 2,146 2,575 4,721
Management Board — 31 December 2008 1,423 901 2,324

® Including PLN 908 thousand in respect of a compgms@aid to a former managing director, Mr Drorrie.

Shares and share options

Shares

On 22 October 2009, the Company, in the form qfrigate placement, issued 45,393,333 new shares,
including 22,696,667 new shares issued as a re§utie conversion of the same number of warrants
convertible to shares issued on the same day.tf@nsaction included 6,454,931 shares issued irert

the Company’s major shareholder, ITR Dori at ameésprice of PLN 1.60 per share, and 22,696,667
warrants offered free of charge also to ITR Doriichhwarrants entitled ITR Dori to subscribe for
22,696,667 new ordinary shares at an exercise pfi€tLN 1.60 per share. ITR Dori subscribed for the
warrants, exercised its rights to subscribe for shares and paid for the new shares.
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30. Related parties (cont’d)

31.

Shares and share options (cont’d)
Share options

During the years ended 31 December 2009 and 31nilere2008, the members of the Management
Board did not receive rights to shares or optiamstwares.

Financial risk management, objectives and polies

The Group’s activities expose it to a variety aofafincial risks: market risk (including currency rigkice
risk and interest rate risk), credit risk and ljty risk. The Group’s overall risk management pesgme
focuses on the unpredictability of financial maskahd seeks to minimise potential adverse effatth®
Group’s financial performance. The Board of ManggiDirectors reviews and agrees policies for
managing each of these risks and they are summdarsew. The Group also monitors the market price
risk arising from all financial instruments.

The Group does not use derivative financial inseote to hedge currency or interest rate risksrayisi
from the Group’s operations and its sources ofrioea It is, and has been throughout the year eBded
December 2009 and 2008, the Group’s policy thatraing in (derivative) financial instruments shadi
undertaken.

The Group’s principal financial instruments comprisash balances, bank loans and loans from related
parties. The main purpose of these financial imsémts is to manage the Group’s liquidity and tseai
finance for the Group’s operations. The Group hagous other financial instruments such as findncia
lease receivables, trade debtors and trade credittich arise directly from its operations.

Credit risk

Credit risk is the risk of financial loss to thedBp if a customer or counter party to a finanaiatiument
fails to meet its contractual obligations. Finahdistruments that potentially subject the Group to
concentrations of credit risk consist principalfycash and cash equivalents.

TheGroup is making significant cash payments as sgciai preliminary land purchase agreements. The
Group minimizes its credit risk arising from sucyments by registering advance repayment obligation
in the mortgage register of the respective propditgnagement has a credit policy in place and the
exposure to credit risk is monitored on an ongdiagis. The Group does not expect any counter pddie
fail in meeting their obligationsThe carrying amount of trade and other receivaales prepayments (see
Note 19) reflects the maximum exposure to the risk.

The Group places its cash and cash equivalentinancial institutions with high credit ratings.
Management does not expect any counterparty tadfaieet its obligations. Concentrations of credk
with respect to trade receivables are limited duthé large number of customers comprising the @sou
customer base. The credit quality of cash at bamid short-term bank deposits can be assessed by
reference to external credit ratings:

As at 31 As at 31
December 2009 December 2008
In thousands of Polish Zloty (PLN)

Rating

AAA 20 24

AA 1,280 7,274
A 56,562 24,258
BBB 182 7,767
Total cash at hand, at banks and short-term bank deosits 58,044 39,323
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31. Financial risk management (cont’d)

Market risk

Market risk is the risk that the fair value of dte cash flows of a financial instrument will fluete
because of changes in market prices, such as foeighange rates and interest rates will affect the
Group’s income or the value of its holdings of figal instruments, such as bank loans, loans from
related parties, cash and cash equivalents and-telorbank deposits. The objective of market risk
management is to manage and control market rislo®xps within acceptable parameters, while
optimising return.

(i) Foreign currency risk

The Group is exposed to foreign currency risk @eivables and borrowings denominated in a currency
other than PLN to a limited extent only. As at 3&cBmber 2009, Trade receivables denominated in
foreign currencies were insignificant. Until 30 [@etber 2009 the Group was exposed to foreign cuyrenc
risk on certain long-term finance lease receivaldesominated in USD as at 31 December 2008
amounted to USD 234 thousand (PLN 692 thousand).

(ii) Price risk
The Group’s exposure to marketable and non-malbkesecurities price risk does not exists becthese
Group has not invested in securities as at 31 Dbee2009 and 2008.

(iii) Interest rate risk

The Group’s fixed-rate borrowings are exposed tisk of change in their fair value due to chaniges
interest rates. The Group’s variable-rate borrowiage exposed to a risk of change in cash flowstaue
changes in interest rates. Short-term receivalsidgpayables are not exposed to interest rate risk.

In respect of income-earning financial assets atetést-bearing financial liabilities, the follovgriables
indicate their average effective interest ratethatreporting date and the periods in which theyuneaor,

if earlier, re-price.

As at 31 December 2009

More
Average effective 6 months 6-12 1-2 2-5 than
In thousands of Polish Zlotys (PN Note interest rate Total or less months years years 5 years
Fixed rate instruments
Loans from related parties 24 6.00% 60,329 5,000 2,381 52,948 - -
Cash and cash equivalents 21 0.05%-0.15% 1,740 1,740 - - - -
Short-term bank deposits —
collateralized 20 2%-3% 5,070 5,070 - - - -
Variable rate instruments
WIBOR + Bank's
Secured bank loans 24 magin 188,678 134,332 - 54,346 - -
WIBOR - 0.1% -
Cash and cash equivalents 21 1% 56,304 56,304 - - - -
As at 31 December 2008
More
Average effective 6 months 6-12 1-2 2-5 than
In thousands of Polish Zlotys (PLN  Note interest rate Total orless months years years 5 years
Fixed rate instruments
Loans from related parties 24 6.00% 57,619 - - - 57,619 -
Cash and cash equivalents 21 0.05%-0.15% 4,364 4,364 - - - -
Short-term bank deposits —
collateralized 20 2%-3% 5,043 2,774 2,269 - - -

Variable rate instruments
WIBOR + Bank's

Secured bank loans 24 margin 225,133 13,176 125,409 86,548 - -
WIBOR - 0.1% -
Cash and cash equivalents 21 1% 34,959 34,959 - - - -
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Market risk (cont'd)

It is estimated that a general increase of oneepgaige point in interest rates at the reporting daiuld
increase (decrease) the net assets and the statehwemprehensive income by the amounts listetthén
table below. The analysis prepared for 12-monthioger assumes that all other variables remain

unchanged.
As at As at

31 December 2009 31 December 2008

Increase Decrease Increase  Decrease
In thousands of Polish Zlotys (PLN by 1% by 1% by 1% by 1%
Statement of comprehensive income
Variable interest rate assets 188 (188) 117 (117)
Variable interest rate liabilities * (633) 633 (753) 753
Total (445) 445 (636) 636
Net assets
Variable interest rate assets 188 (188) 117 (117)
Variable interest rate liabilities * (633) 633 (753) 753
Total (445) 445 (636) 636

* The financial costs which are related to loand &orrowing are capitalized by the Group to worpmgress. Such costs are
gradually recognized in the statement of comprakieriscome based on the proportion of residentitisusold. It has been assumed
in the above analysis that one third of the finahcosts calculated and capitalized in a givenogeis disclosed in the statement of
comprehensive income based on the proportion @leesal units sold of a given period and the revimg part of the costs remains
in the inventories and will be disclosed in theestzent of comprehensive income in the followingoanting periods.
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31. Financial risk management (cont’d)

Liquidity risk

Liquidity risk is the risk that the Group will nbie able to meet its financial obligations as thel/due.
The Group’s approach to managing liquidity is teswe, as far as possible, that it will always have
sufficient liquidity to meet its liabilities whenue, under both normal and stressed conditions,owith
incurring unacceptable losses or risking damadbkeadroup’s reputation.

The Group monitors its risk to a shortage of fungdig a recurring liquidity planning tool. This too
considers the maturity of both its financial invasnts and financial assets (e.g. accounts receivatiier
financial assets) and projected cash flows fronratpmns. The Group's objective is to maintain aabeé
between continuity of funding and flexibility thrgh the use of bank overdrafts, bank loans and
shareholders loans.

The table below analyses the Group’s financialiliiéds into relevant maturity groupings based be t
remaining period from reporting date to the corttracmaturity date. The amounts disclosed in thdeta
are the contractual undiscounted cash flows.

As at 31 December 2009

Less than Between Between Over
In thousands of Polish Zlotys (PLN) 1 year 1 and 2 years 2 and 5 years 5 years
Loans and borrowings 144,823 118,954 - -
Trade and other payables 26,720 - - -
Total 171,543 118,954 - -

As at 31 December 2008

Less than Between Between Over
In thousands of Polish Zlotys (PLN) 1 year 1 and 2 years 2 and 5 years 5 years
Loans and borrowings 141,626 95,953 67,150 -
Trade and other payables 19,273 - - -
Total 160,899 95,953 67,150 -
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32. Capital management

When managing capital, it is the Group’s objectivesafeguard the Group’s ability to continue a®img
concern in order to provide returns for sharehaaerd benefits for other stakeholders and to miaiata
optimal capital structure to reduce the cost ofiteapin order to maintain or adjust the capitalisture,
the Group may adjust the profit appropriation, netcapital to shareholders, issue new shares loassgts

to reduce debt. Consistent with others in the itrgushe Group monitors capital on the basis of the
gearing ratio and leverage.

The gearing ratio is calculated as net debt divioketbtal equity. Net debt is calculated as totarbwings
(including ‘current and non-current borrowings’ slsown in the consolidated Statement of Financial
Position) less cash and cash equivalents. Leveimgmlculated as net debt divided by total capital

employed. Total capital employed is calculated expuity’ as shown in the Consolidated Statement of
Financial Position plus net debt financing assetpieration.

The gearing ratios and leverage at 31 December 20081 December 2008 were as follows:

As at 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Loan and borrowings, including current portion 9mn7 282,752
Less: cash and cash equivalents (58,044) (39,323)
Net debt 190,963 243,429
Total equity 382,218 289,483
Total capital employed 573,181 532,912
Gearing ratio 50.0% 84.1%
Leverage 33.3% 45.7%

Neither the Company nor its subsidiaries are stilifgexternally imposed capital requirements. There
were no changes in the Groups approach to capgabgement during the year.
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33. Cash flow reconciliation

34.

Inventory

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PL

Balance sheet change in inventory (69,243) (119,236
Finance expense, net capitalized into inventories 17,924 19,67:
Inventory transferred into fixed assets (682) (290)
Change in inventory in the consolidated statementf@ash flows (52,00L (99,853
Trade and other payables and accrued expenses

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PL

Balance sheet change in trade and other payabieacanued expenses 3,891 13,36¢
Acquisitions of investment property without casdmisaction (2,500 -
Change in trade and other payables and accrued expses in the

consolidated statement of cash flows 1,397 13,36¢

Events during the period
Project completion

In March 2009, the Company completed the constnadf the Galileo project and received an occupancy
permit. The construction of the Galileo project enemced in February 2007.

In August 2009, the Company completed the constmatf the Imaginarium Il project and received an
occupancy permit. The construction of the Imagumaril project commenced in July 2008.

Bank loans

In June 2009, the Group entered into a loan fgdlgreement with PKO BP regarding the financinghef
Gemini | project (PLN 54.7m) and regarding the asten of the land financing facility for this profe
(PLN 14.4m).

Despite positive decision of the credit committé®ekao SA regarding loan for financing constructid
Nautica project (up to an amount of PLN 59.6 mil)idhe Group decided not to use this loan due to
positive cash flows from customers purchasing apants in this project.

Following the successful issue of new shares, trmuBdecided to partially redeem the Pekao S.An loa
that was used for financing of the land investmént.2 November 2009, an amount of PLN 25.5 million
out of a total facility amounting to PLN 45.6 milii was redeemed.

Moreover, in addition to the above, the Group whke 4o extend maturity of loans used for financing

various land investments amounting in total to PBMm signing relevant annexes to loan facility
agreements with the following banks: PKO BP S.Akd&b S.A., BZWBK S.A. and Bank Millennium S.A.
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34. Events during the period (cont’d)
Aurora

In May 2009, the Company entered into a settleragnéement with the seller of a land plot in Pdzna
(project Aurora), which concluded the dispute betwearties that started in September 2008. Fondurt
information see Note 19.

Investment property

During the period the Group acquired investmenperty, for further information see Note 15 .

Issuing of new shares/warrants

On the 22 October 2009 the Company issued of 22668hew ordinary bearer shares in the capitahef t
Company (“New Shares I") at the issue price of PLIEO per share, and 22,696,667 warrants free of
charge (the “Warrants”) which entitle their holdésssubscribe for 22,696,667 new ordinary beararesh

in the capital of the Company (“New Shares II")aat exercise price of PLN 1.60 per share. For furthe
information see Note 22A.

Other

As of end of March 2009, the former President ¢¢ tlanagement Board and former CEO of the
Company, Mr Dror Kerem, left the Company.

In June 2009 the Company agreed with the generaraior responsible for Gemini | project to alter
certain conditions in the existing building agreameesulting in a decrease in the total value hef t
contract from PLN 65 million to PLN 57 million, wheby also the agreed-upon completion date has been
accelerated.

35. Subsequent events

The Company has signed an annex extending the ityadfira loan facility (PLN 15 million) which was
used for the refinancing of the land purchase épeet of the Orion project. The final repaymenedads
been postponed from January 2010 until Decembe6.20he Company is involved in the discussions
regarding a further extension of this facility ttdger with conditions of the construction facilitgrfthis
project.
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Company Statement of Comprehensive Income

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN) Note

Revenue 2,999 2,561
General and administrative expense 3 (5,334) (5,103)
Operating Loss (2,335) (2,542)
Finance income 5 3,810 3,812
Finance expense 5 (901) (868)
Net finance income 2,909 2,944
Profit/(loss) before taxation 574 402
Income tax 6 - -
Profit/(loss) before result from subsidiaries 574 402
Result from subsidiaries after taxation 8 20,460 14,739
Profit for the year 21,034 15,141

The notes on pages 84 to 87 are an integral path@e Company financial statements.
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Company Income Statement
After profit appropriation

As at 31 December 200¢ 200¢
In thousands of Polish Zlotys (PLN) Note

Assets

Investment in subsidiaries 8 276,945 249,260
Loan granted to subsidiaries 9 75,087 53,068
Total non-current assets 352,032 302,328
Trade and other receivables and prepayments 111 146
Receivable from subsidiaries 1,658 2,551
Cash and cash equivalents 45,477 703
Total current assets 47,246 3,400
Total assets 399,278 305,728
Equity

Shareholders’ equity 10

Share capital 20,762 16,953
Share premium reserve 282,873 215,105
Revaluation reserve 4,173 -
Retained earnings 74,410 57,425
Total shareholders’ equity 382,218 289,483
Liabilities

Long-term liabilities

Loans from subsidiaries 11 16,028 15,192
Total long-term liabilities 16,028 15,192

Current liabilities

Trade and other payables and accrued expenses 1,032 1,053
Total current liabilities 1,032 1,053
Total liabilities 17,060 16,245
Total shareholders’ equity and liabilities 399,278 305,728

The notes on pages 84 to 87 are an integral plithese Company financial statements.
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Company Statement of Changes in Equity

For the years ended 31 December 2009 and 31 Decemb@08:

Shgre Share Revaluation Retai_ned Tot_al
In thousands of Polish ZIotys (PLN) capltal premium reserve earnings equity
Balance at 1 January 200 16,93  215,10! - 39,93t 271,97¢
Net profit for theyeal ended 1 December 208 - - - 15,141 15,141
Issue of new share” 20 - - - 20
Share-based payments - - - 2,349 2,349
Balance at 31 December 2008 16,953 215,105 - 57,42%89,483
Net profit for the year ended 31 December 2009 - - 4,173 16,861 21,034
Issue of new sharé® 3,80¢ 67,76¢ - - 71,57:
Share-based payments - - - 124 124
Balance at 31 December 2009 20,762 282,873 4,173 4,470 382,218

D on 24 June 2008, the Company issued 300,000 newanydshares with a nominal value of EUR 0.02 each
to Mr Dror Kerem , the former President of the Mgement Board and the former Chief Executive Officer
of the Company. The shares were issued to Mr Demek at nominal value for a total amount of EUR 6
thousand (PLN 20 thousand) in accordance with igilets to shares in the Company granted to Mr Dror

Kerem in 2007.

2 This represents the proceeds above par from the 453®83@w shares, issued on 22 October 2009. The net
proceeds from the new shares issued on 22 Octdb@® amounted to PLN 71,577 thousand, after a
deduction of PLN 1,052 thousand representing tte¢ twst directly attributable to the new shasesed

% See Note 22C tot the Consolidated Financial Statesne

The notes on pages 84 to 87 are an integral path@e Company financial statements.
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Company Statement of Cash Flows

For the year ended 31 December 2009 2008

In thousands of Polish Zlotys (PLN) Note

Cash flows from operating activities
Profit for the year 21,034 15,141

Adjustments to reconcile profit for the period
to net cash (used in)/from operating activities:

Net finance income, net 5 (2,909) (2,944)
Net results subsidiaries during the year 8 (20,460) (14,739)
Share based payment 124 2,349
Subtotal (2,211) (193)
Decrease/(increase) in trade and other receivaligprepayments 35 317
Decrease/(increase) in receivable from subsidiarie 893 (2,547)
Increase/(decrease) in trade and other payabla@rded expense (22) (404)

Increase/(decrease) in creditors from subsidiaries - (883)

Subtotal (1,304) (3,710)
Interest received 536 627
Net cash used in operating activities (768) (3,083)

Cash flows from investing activities

Loan granted to subsidiaries 9 (21,600) (14,312)
Repayment of Loan granted to subsidiaries 9 2,790 20,300
Investment in subsidiaries 8 (7,225) (47,031)
Net cash used in investing activities (26,035) (41,043)

Cash flows from financing activities

Proceeds from new shares issued 72,629 20
Costs directly attributed to the new shares issued (1,052) -
Net cash from financing activities 71,577 20
Net change in cash and cash equivalents 44,774 (44,106)
Cash and cash equivalents at 1 January 703 44,809
Cash and cash equivalents at 31 December 45,477 703

The notes on pages 84 to 87 are an integral patth@de Company financial statements.
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1. General

Ronson Europe N.V. (‘the Company’), is a Nethedkatimited liability company with its statutory gea
in Rotterdam, the Netherlands, and was incorporateti8 June 2007.

The shares of the Company are traded on the W&aBsawk Exchange since 5 November 2007. As at 31
December 2009, 64.2% of the outstanding shareseddeby I.T.R. Dori B.V. (‘ITR Dori’), 18.4% of the
outstanding shares are held by GE Real Estate GiEl&#ial B.V. (‘GE Real Estate’) and the remaining
15.3% of the outstanding shares are held by thégub

The Company holds and owns (directly and indis@d#4 Polish company’s. These companies are active
in the development and sale of units, primarilyrapants, in multi-family residential real-estat®jects

to individual customers in Poland and lease reateso third parties.

2. Accounting principles

The Company'’s financial statements have beenapeepunder the option of clause 362.8 of Part 9 of
Book 2 of the Netherlands Civil Code, meaning thataccounting principles and measurement basis of
the Company'’s statutory accounts are similar teehapplied with respect to the Consolidated Firsdnci
Statements (see Notes 2 and 3 to the Consolidatehdtal Statements), except for the valuation of
subsidiaries which are valued using the net asdaevnethod. The Company Financial Statements have
been prepared in conformity with generally accemedounting principles in the Netherlands (‘Dutch
GAAP’), whereas the Consolidated Financial Statemdmve been prepared in accordance with
International Financial Reporting Standards (‘IFR& adopted by the EU as described in Note 3€o th
Consolidated Financial Statements.

3. General and administrative expense

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

External services 1,269 1,459
Share-based payment 124 2,349
Remuneration fees (sNote4) 3,730 1,281
Other 211 14
Total 5,334 5,103

4. Directors’ remuneration

The Board of Managing Directors of the Companysists of 6 members (2008: 6 members). The
Management Board members were entitled to a tetaluneration of PLN 4,721 thousand during the
year 2009 comprisind®’LN 2,146 thousand as salary and other short tiewefit and PLN 2,575
thousand as management bonus (2008: PLN 2,324ahdusomprisingPLN 1,423 thousand as salary
and other short time benefits and PLN 901 thousasmdnanagement bonus) which remuneration is
incurred directly by the Company as well as by @empany’s subsidiaried-or a breakdown per
individual a reference is made to the Remunerd®eport on page 12 (2008: Annual Report for the year
ended 31 December 2008, Remuneration Report oniigge

The Supervisory Board of the Company consists ofiednbers (2008: 5 members). The Supervisory
Directors are entitled to an annual fee of EUR 8,lus an amount of EUR 1,500 per board meeting
(EUR 750 if attendance is by telephone). Two supery directors have waived their remuneration for
2009. The total Supervisory Board remunerationrdpu@009 amounted to PLN 259 thousand (EUR 60
thousand; 2008: PLN 203 thousand (EUR 49 thousand))
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5.

6.

Net finance income and expense

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)
Interests on granted loans to subsidiaries 3,209 ,1563
Interest income on bank deposits 384 547
Foreign exchange gain 217 109
Finance income 3,810 3,812
Interests on loans received from subsidiaries X836 (839)
Foreign exchange loss (50) -
Commissions and fees (15) (29)
Finance expense (901) (868)
Net finance income 2,909 2,944
Income tax

No Dutch income taxes have been recorded, prisnhgcause of the tax loss for the financial period
ended 31 December 2009, which will be carried fodv&ealisation of this deferred income tax asset i
dependent upon generating sufficient taxable incomtbe period that the deferred income tax asset i
realised. Based on all available information, itnist probable that the deferred income tax asset is
realisable and therefore the deferred tax assetli®d at nil.

The accumulated tax losses available for carrwdod as per 31 December 2009 are estimated to be
EUR 3,362 thousand (2008: EUR 3,776 thousand).

Personnel

The Company did not employ any personnel durirgfitiancial years ended 31 December 2009 and 31
December 2008.

Investment in subsidiaries
The subsidiaries of the Company are valued at ttetiasset value.

The movements in subsidiaries are as follows:

For the year ended 31 December 2009 2008

In thousands of Polish Zlotys (PLN)

Balance at beginning of the yi 249,260 187,490
Investments in subsidiaries 7,225 47,031
Net result susidiaries during the ye 20,460 14,739
Balance at end of the year 276,945 249,260
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9. Loan granted to subsidiaries

10.

11.

12.

13.

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Balance at beginning of the yi 53,068 55,900
Loans granted during the year 21,600 14,312
Loans repayment during the y (2,790)  (20,300)
Interests accrue 3,209 3,156
Balance at end of the year 75,087 53,068

The loans are due after five years from the gnantiate and bear an interest rate of 6%, the jpahaind
accrued interest are payable at the date of matfrithe loan. The borrower may redeem the loaamat
time starting one year from the loan agreement date

Shareholders’ equity

The authorized share capital of the Company caneis800,000,000 shares of EUR 0.02 par value each.
The number of issued and outstanding ordinary shaseat 31 December 2009 amounted to 272,360,000
(as at 31 December 2008: 226,666,667 shares). &ailgd on shares issued during 2009 and 2008,
reference is made to Note 22 of the consolidatezhfiial statements.

According to Dutch Law the Company has an amouett ¢htax) of PLN 4,173 (2008: PLN nil) as legal
reserve relating to unrealised results of changéaii value of investment properties

Loans from subsidiaries

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Balance at beginning of the yi 15,192 14,353
Interests accrued 836 839
Balance at end of the year 16,028 15,192

The loans mature on 31 October 2011 and beartarest rate of 6%, the principal and accrued istere
are payable at the date of maturity of the loare Bbrrower may redeem the loan at any time starting
one year from the loan agreement date.

Commitments and contingencies

As at 31 December 2009, the Company had no commitmend contingencies other than the contingent
commitment in relation to the termination agreementh its former Managing Director, Mr Kerem, as
disclosed in Note 29 to the Consolidated Finarstatements.

Related party transactions

During the financial years ended 31 December 20@® 31 December 2008, respectively, there were no
transactions between the Company on the one hamtljts shareholders, their affiliates and otheatesd
parties which would qualify as not being at arne’sdth.
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14. Financial risk management, objectives and polies

For a description of the Company’s financial riskimagement, objectives and policies reference iernad
Note 31 of the Consolidated Financial Statements.

15. Information about agreed-upon engagements of ghCompany’s auditor
Information about the agreements and the values fhmse agreements is disclosed below:

For the year ended 31 December 2009 2008
In thousands of Polish Zlotys (PLN)

Audit remuneratiofy’ 601 1,148
Exchanging rate differences on prior year settlgsie 110 43
Total remuneration 711 1,191

©  Audit remuneration includes the amounts paid and tuthe Company’s auditors worldwide for
professional services related to the audit anderewf unconsolidated and consolidated financial
statements of the Company and its subsidiariethforelevant year (excluding fees for tax advisory
services).

16. Subsequent events

None

Rotterdam,
10 March 2010

The Management Board

Shraga Weisman Tomasz tapiski Andrzej Gutowski
Chief Executive Officer Chief Financial Officer Sales and Marketing Director
Amos Weltsch David Katz Karol Pilniewicz

The Supervisory Board

Uri Dori Frank Rosee Mark Segall

Yair Shilhav Reuven Sharoni
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Other information

Articles of Association rules regarding profit appropriation

In accordance with Article 30 of the Articles of f&iation,

1

2)

3)

4)

5)

6)

7)

8)
9)

the Board of Managing Directors, with prior appriowd the Supervisory Board, shall determine
which portion of the profits — the positive balarafethe income statement — shall be reserved. The
profit remaining shall be at the disposal of theegal meeting;

profit distributions may only be made to the extdm equity exceeds the paid and called up part of
the capital increased with the reserves which rbeshaintained pursuant to the law;

Dividends shall be paid after the adoption of thendal Accounts evidencing that the payment of
dividends is lawful. The General Meeting shall, ngoproposal of the Board of Managing Directors,

which proposal must be approved by the Board ofeBugory Directors, at least determine (i) the

method of payment in case payments are made in(éatie date and (iii) the address or addresses
on which the dividends shall be payable;

the Board of Managing Directors, with prior appriowhthe Supervisory Board, may resolve to pay
an interim dividend provided the requirement of #ezond paragraph has been complied with as
shown by interim accounts drawn up in accordandk thie provision of the law;

the General meeting may, subject to due observahdbe provision of paragraph 2 and upon a

proposal by the Board of Managing Directors, whicbposal has been approved by the Supervisory
Board, resolve to make distributions out of a resevhich need not to be maintained by virtue of the

law;

cash payments in relation to shares if and in asagathe distributions are payable outside the
Netherlands, shall be made in the currency of thentty where the shares are listed and in
accordance with the applicable rules of the couirtrwhich the shares of the Company have been
admitted to an official listing on a regulated #t@xchange. If such currency is not the same as the
legal tender in the Netherlands the amount shattdieulated against the exchange rate determined
by the Board of Managing Directors at the end & tlay prior to the day on which the General
meeting shall resolve to make the distributionadnordance with paragraph.1 above. If and in as far
as the Company on the first day on which the distion is payable, pursuant to governmental
measures or other extraordinary circumstances leitsncontrol, is not able to pay on the place
outside the Netherlands or in the relevant foreigmrency, the Board of Managing Directors is
authorised to determine to that extent that thergangs shall be made in euros and on one or more
places in the Netherlands. In such case the pomgsof the first sentence of this paragraph shall n
apply.

the General meeting may, upon a proposal by thealgiag Directors, which proposal was approved
by the Supervisory Board, resolve to pay dividemdsnake distributions out of a reserve which need
not to be maintained by virtue of the law, whollypartially in the form of shares in the capitaltio
Company;

a claim of a shareholder to receive a distribuégpires after 5 years;

for the calculation of the amount of profit distiton, the shares held by the Company shall be
excluded.

Proposed profit appropriation

For the year ended 31 December 2009, Managemepbges to allocate the net profit for the year 2009
amounting to PLN 21,034 thousand to retained egmirThis proposal has been reflected in the
Company’'s Statement of Financial Position per 3tdbaber 2009.

Subsequent events — other information
Refer to note 35 of the consolidated financialestants (page 79).

Auditor’s report
The auditor’s report is set up on pages 30 and 31.
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