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Ronson Europe N.V.
LETTER FROM THE CEO

To our shareholders

2008 marked our first full year of operations gsuallic company. Despite the turbulent markets suecessfully executed
on our business strategy on a humber of frontsinQuhe year:

» We delivered 103 units and expect early in 2008eiiver a further 10 units that were completed &udd” in 2008
but did not have final delivery;

> We completed 1 project constituting 58 resideniigits with a total area of 3,983%mnd we are to complete another
project constituting 232 units with a total areal6f100 M in the coming weeks;

We commenced the development of 5 new projectsstitoting 430 residential units with a total aréab,800 nf;
We refinanced all of our existing short term créddilities in amount of PLN 109 million;

Despite pricing pressures throughout the markedsyere able to maintain gross margins of approxhmat3.9%;
We ended the year with a strong equity to totattasgio of 44.1%.

YV V V V

Nonetheless, from a capital markets perspectived 20oved to be a very challenging year — to sayléhst — for virtually
every company that traded on the Warsaw Stock Eyg#ha Real estate development focused companies pegticularly
hard hit. Ronson was no exception, as our stootepdieclined by more than 80%. This was a resuthefrapid and
deepening spread of the global credit crisis, thie-grime mortgage meltdown and the retrenchmenalinost every
emerging market around the world. The crisis setanse deepening early into 2009 and, unfortunatedy,still have
virtually no visibility on when the markets may lie¢p ease.

In 2008, Poland appeared to weather the crisieb#tan most emerging market economies. Accordinmitial Polish
Statistical Office estimates, Poland’s GDP roseapproximately 4.8% during the year and is still écted to remain
positive in 2009.

We believe that Ronson is well situated to ridetbatcurrent storm and to position itself ultimgted thrive in the market.
We believe that the fact that our projects tendeéosmaller in scale and unique in location andityualill allow us to
distinguish our product offering to potential buyend to remain nimble, allowing us to adjust glyick any significant
changes in the marketplace.

We also continue to strongly believe that in thedimem and long term, the residential Polish marlat$ great promise.
Over 4 million new units will need to be built imder for Poland to reach the EU27 average numbemd$ per 1,000
inhabitants. With current annual production toppimg at approximately 130,000 units (which has beeen further
reduced in the current market environment), thedtamm shortage in the residential market will remavident and will
foster great residential development opportunitye believe that the current financial crisis wil@aweed out a number of
the smaller and less experienced developers, fupthgtioning us to thrive when market conditiomgin to improve.

Currently, we remain well capitalized. The PLN Btillion of equity we raised in our November 20@itial public
offering allowed us to finance some land acquisgiand strengthen our balance sheet.

2008 also marked a year of transition for our managnt team. | joined Ronson in October last yedraan more excited
than ever to put my 20 plus years of experienceutin cyclical real estate development markets tdegRonson through
these difficult times and to ensure that it remaitneng and thriving. Together with the rest of dedicated and seasoned
senior management team and quality employees, &enare committed and more excited than ever to nRakeson the
premier quality residential real estate developnsenipany in Poland.

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 Stamésnof Ronson Europe N.V. for the financial ye@®& accompanied
by the report of the management board. KPMG AcanistN.V. have audited the Financial Statementsissukd an
unqualified Auditor's Report. We recommend the shalders to adopt the Financial Statements as jexke

We concur with the Management Board’'s proposala&ert up on page 87 to allocate the net profit figr year 2008
amounting to PLN 15,141 thousand to retained egsnin

Supervision

During 2008, there were frequent Supervisory Baand Management Board meetings, during which, anughers, the
following topics were discussed:

» the Company’s business strategy;

» changes in the Management Board members and reatiamepolicy;

» additions and changes to the Supervisory Board;

e the corporate governance structure of the Compadyttze implementation of the Dutch Corporate Goarce Code;
* risk management and;

» financial results and other related issues.

In addition, the Supervisory Board has also metwavéimes (including seven meetings of the Audin@oittee) without
the presence of the Management Board to discussn@mther things, the functioning of the Managenigoard. The
Board also met with the external auditors withdw# presence of the Management Board. All SuperyiBoard meetings
held in 2008 were attended by the majority of thembers of the Supervisory Board. None of the memioérthe
Supervisory Board have been absent during moredharSupervisory Board meeting in 2008.

Audit Committee

The roles and responsibilities of the Audit Comesttare to supervise, monitor and advise the ManageBoard and
Supervisory Board on all matters related to riskhagement, audit, control and compliance to relefiaancial legislation
and regulations. The Audit Committee evaluatespibidormance of external auditors and related c@sing 2008 the
Audit Committee met seven times. The Audit Committas also held quarterly meetings with the extenditors.

Remuneration and Nominating Committee

It is the primary task of the Remuneration and Nwmating Committee to: (i) propose to the Supervis@gard
remuneration of the members of the Management Bomauding a review and monitoring of the Groupttal
remuneration policy (ii) advise the Supervisory Bb@n matters relating to the nominations of botlp&visory and
Management Board members. The Remuneration and rddimj Committee regularly reviews the SupervisBoard
profile, its effectiveness and composition. The outtee also reviews the performance of the memobgtise Management
Board. During 2008 the Remuneration and Nomina@iogymittee met a number of times.

Financial statements

The Management Board has prepared the 2008 firlaséements. These financial statements were skscl at a
Supervisory Board meeting attended by the auditors.

Composition of the Supervisory Board

On 23 June 2008, the General meeting of sharetwlappointed Mr. Reuven Sharoni as a member of ierd of
Supervisory Directors for a term of four years.

In order to secure continuity within the Board, tBepervisory Board has adopted an arrangementptioaides for a
staggered expiration of individuals terms. Undés Hrrangement, the reappointment for a four yean tof one member of
the Supervisory Board will be scheduled prematufeiythe upcoming Annual General Meeting of shalééis. This will
be repeated for each Supervisory Board membereabdbasion of the Annual General Meetings of shadeis over the
next three years.



Ronson Europe N.V.
Supervisory Board Report

Composition of the Management Board

On 23 June 2008, the General meeting of sharets#grointed Mr Tomasz taski as managing director A and member
of the Management Board for a term of four yeais granted him the title ‘Chief Financial OfficeMr Lapinski replaced
Mr Ariel Bouskila who resigned as managing dire@nod ‘Chief Financial Officer’ effective on 23 Jup@08.

The General meeting of shareholders which was delti0 October 2008 and approved the appointmehltestrs Shraga
Weisman, Adrzej Gutowski and Karol Pilniewicz asmiers of the Management Board for a term of fouarye Mr

Weisman was appointed managing director A and gdatite title ‘Chief Executive Officer’, and replachr Dror Kerem

who stepped down as managing director and ‘ChiefcHtive Officer’ of the Company effective on 10 Glmér 2008. Mr

Gutowski was appointed managing director A and tgihrihe title ‘Sales and Marketing Director’. Mririféwicz was

appointed managing director B and replaced Mr Kadabra as managing director of the Company whopsmglown

from this position effective on 3 September 2008.

11 March 2009
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 (“WSEP”).
Corporate Governance Code in the Netherlands

On 9 December 2003, the Dutch Corporate Govern@oacemittee, also known as the Tabaksblat Commiti#eased
the Dutch Corporate Governance Code (“the Coddie Tode contains 21 principles and 113 best peagptiovisions
for management boards, supervisory boards, shatetsohnd general meetings of shareholders, finarerting,
auditors, disclosure, compliance and enforcemeamidstrds.

Dutch companies listed on a government-recognizedksexchange, whether in the Netherlands or elsesyhare
required under Dutch law to disclose in their ahmeports whether or not they apply the provisiafighe Dutch
Corporate Governance Code and, if they do not applyexplain the reasons why. The Code provides itha
company's general meeting of shareholders explicifproves the corporate governance structure afidypand
endorses the explanation for any deviation fromhhst practice provisions, such company will bentke to have
applied the Code.

The Company acknowledges the importance of goopotate governance. The Management and SupervisoaydB
have reviewed the Code, and generally agree végthasic provisions. The Boards have and will take farther steps
they consider appropriate to implement the Code.

The Company supports the Code and has applied dlewant best practice provisions of the Dutch Coafso
Governance Code, except for the provisions sebelatw.

Non-Compliance with the Dutch Corporate Governabode:

II.1.1 A Management Board member is appointed domaximum period of four years. A member may be
reappointed for a term not more than four yeaestahe.

Members of the Management Board that were appoimtéare the end of the financial year 2007, havenkappointed
for an unlimited period and the Company does nositter it appropriate to renegotiate the existiggeaments, in so
far as this would be possible given the mandatooyipions of Dutch labor law. Any appointments ofmbers of the
Management Board after 1 January 2008 have besmmipliance with this provision.

II. 1.3 The Company shall have a suitable interis&l management and control system. It shall, mwewrent, employ
as instruments of the internal risk managementcantrol system:

» risk analyses of the operational and financial ctbjes of the Company;

» a code of conduct which should, in any event, bdigloed on the Company’s website;

» guides for the layout of the financial reports #mel procedures to be followed in drawing up theoreg) and
» a system of monitoring and reporting.

The Company does not yet have a code of conducintands to adopt such a code in due course.

II.2.1 Options to acquire shares are a conditioealuneration component, and become unconditiamglwhen the
management board members have fulfilled predetemingerformance criteria after a period of at [¢aste years from
the grant date.

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



Ronson Europe N.V.
Corporate Governance

Governance structure (cont'd)

II.2.6 The supervisory board shall draw up redote concerning ownership of and transactions pusges by
management board members, other than securitigsdidsy their ‘'own' company. The regulations shalpbsted on the
Company’s website. A management board member givalperiodic notice, but in any event at leasteoaqjuarter, of
any changes in his holding of securities in Duistetl companies to the compliance officer or, & tompany has not
appointed a compliance officer, to the chairmarhef supervisory board. A management board memberimrests
exclusively in listed investment funds or who hamsferred the discretionary management of hisrgesuportfolio to
an independent third party by means of a writtemadate agreements is exempted from compliance \mith last
provision.

The Company believes that the restrictions undexciDsecurities law are sufficient to govern the ership of and
transactions in securities by members of the Mamege Board. Implementing additional restrictionsudopotentially
harm the Company’s ability to attract and ensueedbntinued services of the members of the ManageBmard and
the Company therefore believes that applying te& practice provision is not in its best interest.

Ill. 2.1 The supervisory board members, with theeption of not more than one person, shall begeddent within
the meaning of best practice provision Ill. 2.2.

Our Supervisory Board currently consists of fivenmbers, of which two are independent within the nregmof the

Dutch Corporate Governance Code. GE (18.4% shhlielyp and ITR Dori (64.2% shareholding) have adré® use
their voting rights in such a manner to procurd tfi& Dori will be in a position to nominate indemient supervisory
directors to the Company. Moreover, the Companitislas of association state that the Supervisaopr8 shall have
at least two independent Supervisory Board dirsctor

lll. 4.3 The supervisory board shall be assistedh®ycompany secretary. The company secretary skelto it that
correct procedures are followed and that the sig@nw board acts in accordance with its statutdsijgations and its
obligations under the articles of association. Hellsassist the chairman of the supervisory boardhe actual
organization of the affairs of the supervisory libdinformation, agenda, evaluation, training progreetc.). The
company secretary shall, either on the recommemdati the supervisory board or otherwise, be appdirand
dismissed by the management board, after the apbobthe supervisory board has been obtained.

The Company is in the process of determining treeegrofile of the company secretary. As soon asGbmpany has
determined this profile, it shall seek a suitaldedidate. The Company expects to appoint a compaenetary during
the year 2009.

lll. 7.3 The supervisory board shall adopt a seegllations containing rules governing ownersHipral transactions
in securities by supervisory board members, othan tsecurities issued by their 'own' company. Huilations shall
be posted on the company’s website. A supervisogrd member shall give periodic notice, but in amgnt at least
once a quarter, of any changes in his holding ofisies in Dutch listed companies to the complanfficer or, if the
company has not appointed a compliance officethto chairman of the supervisory board. A superyidooard
member who invests exclusively in listed investmiends or who has transferred the discretionaryagament of his
securities portfolio to an independent third pably means of a written mandate agreement is exemfoted
compliance with this last provision.

The Company believes that the restrictions undeckDsecurities law are sufficient to govern the ewship of and
transactions in securities by Supervisory Board bwm Implementing additional restrictions wouldguially harm
its ability to attract and ensure the continuedvises of Supervisory Board members and the Comphakefore
believes that applying this best practice provissonot in its best interest.

IV. 3.1 Meetings with analysts, presentations talgsts, presentations to investors and institution@estors and
press conferences shall be announced in advanteearompany’s website and by means of press releBsevision
shall be made for all shareholders to follow themeetings and presentations in real time, for exarhglmeans of web
casting or telephone lines. After the meetings pilesentations shall be posted on the company'sitgeb

Considering the Company’s size, it would createrressive burden to provide facilities which enadtiareholders to
follow in real time the meetings and presentatiteferred 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 commigteall be involved in drawing up the work schedui¢he internal
auditor. They shall also take note of the findinfithe internal auditor.

On 10 December 2008, the Code was updated by thpofate Governance Code Monitoring Committee. The
Company will implement the updated Code to the mixtpplicable and appropriate as per the finangar 2009.
Moreover the Audit Committee is currently in theogess of appointing an internal auditor, whose dut be to
support the Audit Committee in its functions.



Ronson Europe N.V.
Corporate Governance

Governance structure (cont'd)

Corporate Governance Code in Poland

On 4 July 2007, the WSE Supervisory Board adogtedcorporate governance rules of the WSE contdiméte Code
of Best Practice for WSE-Listed Companies (the “WS&rporate Governance Rules 2008"). The WSE Cotpora
Governance Rules 2008 apply to companies listeth@WVSE, irrespective of whether such companiesnamporated

in Poland or outside of Poland. The WSE CorporatweBance 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 (R&ot$\).

The WSE Corporate Governance Rules 2008 impose tligocompanies 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 dabed on a resolution of the Management BoardeofMISE dated 11
December 2007 WSE-listed companies are not requirgaiblish a current report). Moreover, every yeach WSE-
listed company is required to publish a detailedeshent on any non-compliance with the WSE CorpoGaivernance
Rules 2008 (including the rules set forth in Padby way of a statement submitted with the compsuayinual report
(the “Yearly Compliance Statement”). With regardsttie Yearly Compliance Statement for 2008, conmgmshould

report on any non-compliance with the previouslplegable corporate governance rules of the WSEainad in the

Code of Best Practice for Public Companies in 2G@mpted by the Management Board and the Supeyvimard of

the WSE on 15 December 2004 (the “WSE Corporatee@mance Rules 2005").

Companies listed on the WSE are required to justifiy- or partial compliance with any WSE Corpor@vernance
Rules and to show the ways of eliminating the gdestonsequences of such non-compliance or thes steph
company intends to take to mitigate the risk of-sompliance with such rule in future.

The Company intends, to the extent practicableptaply with all principles of the WSE Corporate @avance Rules.
However, certain principles will apply to the Compeonly to the extent permitted by Dutch law. Irrtfaular, as
Dutch law does not provide for elections of the &ufsory Board’'s members by separate groups ofesisdders, the
Company’s internal regulations do not and will matlude provisions on group elections (Rule 6 of BMSorporate
Governance Rules 2005). No reports will be provithgdthe Supervisory Board member delegated by apgaf

shareholders (Rule 30 of WSE Corporate GovernambesrR2005) because Dutch law does not providedtagation of
a board member by a group of shareholders.

Detailed information regarding non-compliance, adlas additional explanations regarding partiainpbance with
certain Corporate Governance Rules of the WSE duéndcompatibilities with Dutch law, are included the
aforementioned reports, which are also availabléhenCompany’s website (www.ronson.pl) and are dpginblished
by way of a current report to WSE .

The Company makes all efforts to comply with alinpiples of both the Dutch Code and the WSE Congora
Governance Rules and to enforce such corporatetsteuthat ensures the Company’s transparencyetontist possible
extent. The Company believes that its efforts aereciated by its stakeholders and that theseteffwill support the
Company’s growth and its reliability.

General Meeting of Shareholders

The annual General Meeting of Shareholders shalidbé within six months after the end of the finahgear to deal
with, among other matters: (i) the annual repailt;adoption of the annual accounts, (iii) discassof any substantial
changes in corporate governance; (iv) discussionenfuneration policy for the Board of Managing Btags, (v)
granting of discharge to the Board of Managing Etives 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, X\piblicy on additions to reserves and dividends) &doption of the
profit appropriation, (x) (re)appointment of membef the Board of Managing Directors and (xi) (paintment of
members of the Board of Supervisory Directors.

Other General Meetings of Shareholders shall bd bsloften as the Management Board or the Supeyvidoard
deems necessary. Shareholders representing imgiegate of at least one-tenth of the Companyisegapital may
request the Management Board or the SupervisorydBt@ convene a General Meeting of Shareholdesdingt
specifically the business to be discussed.
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Issue of new shares

The Company shall only issue shares pursuant tsalution of the General Meeting or of another ocafe body

designated to do so by a resolution of the Geldegting for a fixed period not exceeding five yedrse designation
must be accompanied by a stipulation as to the pummbshares that may be issued. The designatignemeh time be
extended for a period of up to five years. The glesiion may not be cancelled, unless the designatiovides

otherwise. A decision by the General Meeting taésshares or to designate another body to issueshan 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 dipproval of the Supervisory Board, authorized &ohee to issue
shares for a period of five years which lapses0atiZor a maximum issue of shares of 25% of theedsshare capital
immediately prior to that issue, with an aggregasximum of all non-issued shares of the authorizgstal.

Each shareholder shall have a pre-emptive right vespect to any share issue in proportion to gyeemate amount of
his shares, except if shares are issued for a asin-@onsideration or if shares are issued to erapkgf the Group.

As the two leading shareholders — ITR Dori B.V. &M Real Estate CE Residential B.V. — are contrgltespectively
64.2% and 18.4% of the Company’s share capitalvates in the General Meeting of Shareholders ofxbmpany, the
change of control over the Company is not possilifeout their consent and involvement. In addititire two leading
shareholders are represented both in the Supey\ismard and in the Management Board of the Company.

Supervisory and management boards

The Company has a two-tier corporate governanagtstie, consisting of an executive Management Bdérd
“Management Board”) and a non-executive Supervi®ogrd (the “Supervisory Board”). The day-to-daynagement
and policy-making of the Company is vested in trenkigement Board, under the supervision of the Sigoey Board.
There are currently six members of the Managemeaird® whose names are set out below. The Supervidoayd
supervises the Management Board and the Compasmyisrgl course of affairs and the business it casdutalso
supports the Management Board with advice. In pevifag their duties the Supervisory Board memberstnagt 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 fferelection for two additional terms of four yeaach. The General
meeting of shareholders shall establish the renatioerfor each Supervisory Director.

Supervisory Board Committees

The Supervisory Board is supported by two comnittee

* the Audit Committee;

» the Remuneration and Nominating Committee.
These committees are composed from members of uper@sory Board with relevant experience. All coittees
operate under the overall responsibility of the Sujsory Board, in accordance with the best praditipulations of the
Code.

Composition of the Supervisory Board

Uri Dori (age 66, Israeli citizen, male)

Uri Dori was appointed the Chairman of the SupemyisBoard of the Company on 28 September 2007. sHihe
Chairman of the Management Board and Chief Exeeufifficer in U Dori Group Ltd (formerly: U. Dori Eineering
Works Corporation Ltd.) Mr Dori is a board membdr tbe following companies: U. Dori Engineering Werk
Corporation Ltd., ACAD Building and Investments Lt®ACAD Equipment and Assets (1979) Ltd.,, ROM GEVES
Casing and Covering (1997) Ltd., Innovate Ltd., Bbsart Limited, U. Dori Technologies & Investmentsl., Maor —
Mortgage Bonds Backed Securities (1999) Ltd., MentHonited, Bay Heart Assets (1994) Limited, Undoran
Engineering Ltd. (formerly: U.N. Dori Ltd), Zigguré&Systems Ltd., U Dori Construction Ltd (formerlyt. Dori
Construction and Infrastructure Ltd.), Mildan Iatihg and Investments Ltd, Udor Holdings Ltd. aratd@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. UriiDo
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Composition of the Supervisory Board (cont'd)

Thierry Leleu (age 40, French citizen, male)

Thierry Hubert Francois Leleu was appointed a menali¢he Supervisory Board of the Company on 28t&aper
2007. Since 2006, Mr Leleu has been the Generah§adwf GE Real Estate Europe SAS. Prior to 2006l.&leu was

an investment director at Orion Capital ManagematEuropean real estate private equity fund antd, 2002, he was

a partner at Norton Rose law firm. He has beenirsgras a member of the board of directors of Dx®d.since 2002
and AZMT Holding B.V. since 2007. He is also a memiof the management board of Olympian B.V. (under
incorporation). His current term as Supervisoryeldior expires in September 2011. There is no aindli interest
between the Company and other business activitids .ol hierry Leleu.

Mark Segall (age 46, US citizen, male)

Mark Segall was appointed a member of the SupanwiBoard of the Company on 28 September 2007. Mabés the
founder of Kidron Corporate Advisors LLC, a corperadvisory and mergers and acquisitions boutignd,of Kidron
Opportunity Fund I, LLC, a small private equity @urPrior to forming Kidron in 2003, he was the Guoet executive
officer of Investec Inc. Mr Segall serves on thefgbof directors of Integrated Asset Management el Answers
Corporation. His current term as Supervisory Deaxpires in September 2011. There is no condicinterest
between the Company and other business activitivg.dviark Segall.

Yair Shilhav (age 49, Israeli citizen, male)

Yair Shilhav was appointed a member of the Superyi8oard on 28 September 2007, and he is the @hairf the
Audit Committee. Since 2004, Mr Shilhav has beaendtvner of a business consulting office. Betweeb02and 2003,
he was a member of the executive directory commitit the audit firm, Somekh Chaikin, a member ofM®

(“Somekh Chaikin”). Between 1995 and 2003, he vimstead of the Haifa branch of Somekh Chaikin, bictv he

was partner from 1990 to 2003. Prior to becominpener at Somekh Chaikin, he was head of the gsafeal and
finance department of the same firm. He was alsch#fad of the accountancy faculty at Haifa Univgisetween 1998
and 2002. His current term as Supervisory Direeiqaires in September 2011. There is no conflidhtdrest between
the Company and other business activities of Mir $hilhav.

Reuven Sharoni (age 70, Israeli citizen, male)

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

include Deputy Manager and head of Non Life Ariehurance Company Ltd. from 1980 to 1984. In thes/€884 to
2000, he acted as Deputy General Managing Direxntdrfrom 2000 until 2002 as the General Managinmgddr of

Arieh Insurance Company Ltd. Since 2003, Mr. Shiahas been an active chairman of Shirbit Insuradompany Ltd.
and since 2006 also a Chairman of Millenium PenSamings Ltd. Mr. Sharoni graduated from Hebrewwdrsity

Jerusalem — Middle East Studies, International ifsfaHe also completed his MBA studies at Sehillgriversity in

Paris. His current term as Supervisory Directopi®s in June 2012. There is no conflict of interdestween the
Company and other business activities of Mr. Rel&faroni.

Management Board

The management of the Company is entrusted to thealjement Board under the supervision of the Sigmew
Board. The Articles of Association provide that tMenagement Board shall consist of two or more memgadirectors.
Managing directors are appointed by the Generakingeef shareholders. The Management Board shadit ras often
as a managing director requests a meeting. Alllugsas by the Management Board shall be adoptedrbgbsolute
majority of the votes cast.

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

The Company and its operating companies are omgamibng clear functional reporting lines. Througihihe Group,
corporate and operating accountabilities, rolesraggonsibilities are in place.

Composition of the Management Board

Shraga Weisman (age 57, Israeli citizen, male)

On 10 October 2008, Mr. Shraga Weisman was appmbiasemanaging director A and President of the Memesmt
Board, for a term of four years and granted tHe thief Executive Officer’. Mr. Weisman replacétf. Dror Kerem
who stepped down as President of the ManagememtiBoal ‘Chief Executive Officer’ on 10 October 2008
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Composition of the Management Board (cont'd)

Mr. Weisman served as ‘Chief Executive Officer’Aghdar Building Company Ltd. from 1997 until May(® Ashdar
Building Company Ltd., listed on the Tel-Aviv Stod&kxchange since May 2007, is one of the largedt estte
development companies in Israel focusing on resialesnd commercial projects, hotels and proteetetbmmodation
projects. From 1990 to 1997, he was ‘Chief Exeeu®fficer’ of Natanya Tourism Development Compamich
developed residential and infrastructure develofrpesjects in Israel. Mr. Weisman holds a BA tiftem Tel-Aviv
University, an MSC title from Technion, the Israbistitute of Technology, and is a certified reatage appraiser in
Israel.

Tomasz tapiski (age 32, Polish citizen, male)

On 23 June 2008, Mr. Lafski was appointed as managing director A and Memliéhe Management Board, for a
term of four years and granted the title ‘Chiefdfinial Officer’. Mr. Laphski replaced Mr. Ariel Bouskila who stepped
down as Member of the Management Board and ‘Chiredri€ial Officer’ of 23 June 2008.

Between 2000 and 2008, Mr. Lapki worked in the investment banking division of iOredit Group in Warsaw
(formerly of HVB and of Bank Austria Creditanstak) in UniCredit CA IB Poland (formerly CA IB Finaiad
Advisers). His experience in investment bankindudes mainly M&A (mergers and acquisitions) trarigacs as well
as other corporate finance related assignmentsvasealso responsible for equity capital market (BG@fnsactions,
including the initial public offering of Ronson Eyre N.V. Before joining CA IB Financial Advisergpom 1998 to
2000, Mr. taphski worked for the consulting company Central Eerdpust. Mr. tapiski graduated from Warsaw
School of Economics (Finance and Banking Faculty).

David Katz (age 65, Israeli citizen, male)

David Katz was appointed a member of the Managemeatd of the Company on 1 October 2007. Since 1883
Katz has been the Vice President of U Dori Group {fbrmerly: U. Dori Engineering Works Corporatibtd.) and is
currently the manager of the initiative departmeuntside of Israel in U. Dori Engineering Works Cargtion Ltd.

From 1969 to 1983 he was a performance engine&stgtom Engineering & Construction Ltd. He is a niiemof the
board of the following companies: U. Dori Enginegriworks Corporation Ltd., Jerusalem Finance B.V,R Dori

B.V, D.A.C. Engineering Ltd, ACAD Building and Inggments 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 Inftreg and Investments Ltd, David K. Holdings Ltd.€Fa is no conflict
of interest between the Company and other buseetssties of Mr. David Katz.

Karol Pilniewicz (age 30, Polish citizen, male)

On 10 October 2008, Mr. Pilniewicz was appointednanaging director B and Member of the Managemeatr®, for
a term of four years. Mr. Pilniewicz replaced Mrarkn Habra who stepped down as Member of the Manage
Board as of 3 September 2008.

Mr. Pilniewicz is employed by GE Real Estate Cdrdral Eastern Europe. There is no conflict of ies¢between the
Company and other business activities of Mr. K&itiewicz. Before joining GE Real Estate, betw@@&03-2008 Mr.
Pilniewicz was employed by Aareal Bank A.G. In 2@I03 Mr. Pilniewicz worked in ING Real Estate Istrment
Management Poland. Mr. Pilniewicz is graduated flssademy of Economics in Katowice.

Andrzej Gutowski (age 40, Polish citizen, male)

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

Mr. Gutowski has been employed by Ronson Developrianagement Sp. z o.o. for five years as the Saled
Marketing Manager'. Mr. Gutowski is also a membéthe management boards of many subsidiaries o€tmapany.
Before joining Ronson Development Group, betwee8412003 Mr. Gutowski worked for Emmerson Sp. z 0.0.
(leading real estate agency and Advisory CompairtlggrPolish market) as Director of Primary Markatsl member of
the management board. From 1988 until 1993, Mro®ski studied at Warsaw School of Economics (Fardigade).
Mr. Gutowski does not perform any activities ottiean for the Company.

Amos Weltsch (age 57, Israeli citizen, male)

Amos Weltsch was appointed a member of the ManageBeard member on 1 October 2007. Mr Weltsch reenb
the chief operating officer and member of the Ma@magnt Board of Cinema City International N.V. sid€80. He has
Iso held various senior management positions véthdl Theatres Limited and affiliated companieseih980. From
1974 to 1978, he was a manager at L. Glickman Bigldaterials, and from 1978 to 1980, a managingaior of

Eitan Cement Limited. There is no conflict of irgsr between the Company and other business agsidfiMr. Amos

Weltsch
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Remuneration Report

Introduction

The Extraordinary General meeting of shareholdetd bn 1 October 2007, upon recommendation of tge&visory
Board, approved the Company’s remuneration polibictvsets forth the terms of remuneration of thenipers of the
Management Board. The same General meeting appeol@ay-term incentive plan for members of the Mpemaent
Board and other key personnel of the Company andubsidiaries. The remuneration for the Superyi8ward was
also adopted at the same General shareholdersingeet

Remuneration Policy

The objective of the Company’s remuneration poigto provide a compensation program that allovesGbmpany to
attract, retain and motivate members of the Superyiand Management Boards and those who havehtéraater
traits, skills and background to successfully leadnage and supervise the Company. The remunernatiicy is
designed to reward members of the Management Beadi®ther key personnel for their contributioritte success of
the Company. Each of the Supervisory Boards membegives fixed annual remuneration and remunergtien
attended at meeting.

Governance

The General meeting of shareholders approves pdicés of the remuneration policy for the Managentzrdrd. The
General Meeting of Shareholders further determthesemuneration of the Supervisory Board. Comp@nsaf both
the Supervisory Board and Management Board is waderegularly. The Supervisory Board has a dedicate
Remuneration Committee.

Remuneration of the Management Board

Shraga Weisman

Mr. Shraga Weisman is a member of the ManagemeatdBof Ronson Europe N.V. and is waiting to entdo ia

consulting agreement with Ronson Europe N.V. andraployment contract with a subsidiary of the Conyp@ronson

Development Management Sp. z 0.0.). Mr. Weisman eviter into the abovementioned agreements as asall

formal issues related to his work permit in Polamd finalized. The envisaged terms of his compénsaiackage
include a gross monthly fee of the PLN equivaldrEdR 20,000 and a bonus for joining Ronson Eurdpé. which is

still subject to negotiations. In addition, he wi¢ entitled to an annual bonus set at 3.3% ottmsolidated annual
pre-tax profit of the Group. Mr. Weisman will besalentitled to reimbursement of housing and oftiests amounting
up to the PLN equivalent of EUR 3,000 per monthwadl as certain other social and medical insuracwsts. His

compensation also includes a reimbursement of nedbp incurred and documented expenses relatetiet@roper
performance of his consulting agreement up to theust of EUR 5,000 per calendar year as well aslyaisement of
the costs related to his and his family’s traveldrael up to the maximum amount of EUR 20,000 year and a
company car.

Tomasz tapiski

Mr. Tomasz tapiski as a member of the Management Board of Ronswope N.V. has entered into the employment
contract with a subsidiary of the Company (Rons@vdélopment Management Sp. z 0.0.). The conditidnth®
employment contract include monthly salary of PLR,.G®O, reimbursement of the medical insurance casts a
company car. The bonus scheme for Mr. Tomaszas#pis still to be agreed.

Andrzej Gutowski

Mr. Andrzej Gutowski as a member of the ManagensBsrard of Ronson Europe N.V. has entered into thel@yment
contract with a subsidiary of the Company (Ronsa@védopment Management Sp. z 0.0.). The conditidnth®
employment contract include a monthly salary of P2OJ00O, reimbursement of the medical insurancéscasd a
company car. Mr. Gutowski is also entitled to gedyt bonus based on the value of the apartment$ lsplthe
Company in the particular quarter. His bonus igpeajpat a maximum amount of PLN 28,000 per quakier Gutowski
is also entitled to participate in the Company’sdiogee Stock 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 remuneratiwom Ronson Europe nor from any of the Companytssgiiaries
except for a reimbursement of out-of-pocket expgmstated to services provided to the Company (inaiomprising
travel and accommodation expenses).

Amos Weltsch

Mr. Amos Weltsch is not entitled to any remunenatimm Ronson Europe nor from any of the Compasuylssidiaries
except for a reimbursement of out-of-pocket expsmetated to services provided to the Company (naomprising
travel and accommodation expenses).

Karol Pilniewicz

Mr. Karol Pilniewicz is not entitled to any remungon from Ronson Europe nor from any of the Comfman
subsidiaries except for a reimbursement of outaxfiet expenses related to services provided t€dmpany (mainly
comprising travel and accommodation expenses).

Former members of the Management Board
Dror Kerem

Mr. Dror Kerem, a former member of the Managemeodrd, entered into a consulting agreement withGbmpany
and into employment contract with a subsidiaryhef Company (Ronson Development Management Sp..g fmpan
unspecified period of time and which may be tert@day either party with six months notice. Theeggnent includes
a restraint of trade clause that will require Mer&m, acting directly or indirectly, to refrain froany activity that is in
competition with the Company’s operations for thart of the agreement and in the event that Mr. iKeterminates
his consulting agreement for a period of twelve therthereafter. The consulting agreement entitleskérem to a
gross monthly fee of the PLN equivalent of USD 20,0n addition, he is entitled to an annual boseisat 3.3% of the
consolidated annual pre-tax profit of the Group. Klerem is also entitled to reimbursement of hogisind office costs
of the PLN equivalent of USD 1,400 monthly, as veslcertain other living and social insurance cods. Kerem is
not entitled to any benefits upon termination exdepa severance payment, which will be equal tme-time payment
of a bonus amount which is equivalent to an agdeeganual bonus of 3.3% of the consolidated anprgatax profit of
the Group companies, proportionate to the amountheffinancial year for which Mr. Kerem was subj¢ctthe
consulting agreement, less any amounts alreadyveetdy Mr. Kerem as bonus during such financiedryend an
additional amount in respect of unfinished projextsstituting a variable share in the profits aftsproject, depending
on the stage of completion.

According to the conditions of the termination agnent concluded with Mr. Kerem on 3 September 2Qbg,
consulting agreement between him and the Companl i@nsubsidiary will expire as of end of March 200
(“Expiration Date”). As at the Expiration Date dfet consulting agreement Mr. Kerem will be entittedthe bonus
equal to 0.5% of the pre-tax profits generated Ipyojects that are owned by the Company as of xipgration date.
This concerns however only those projects whichbased on the plots of land with validated zoniagditions or with
the valid master plans. Moreover, Mr. Kerem will drtitled to an additional bonus equal to 2.5%hef pre-tax profit
generated by the projects that will be in constamcor will be completed as of the Expiration Dafbe amount of the
bonus payment will be also proportional to the stafjconstruction (percentage of completion) ofghgjects as of the
Expiration Date.

Prior to his resignation as Managing Director, Merem was also entitled to participate in the ComyimEmployee

Stock Incentive Plan (see below). In addition, tight by Mr Kerem to acquire 300,000 shares at mainvalue was
exercised on 24 June 2008.

10



Ronson Europe N.V.
Remuneration report

Remuneration of the Management Board (cont'd)

Ariel Bouskila

Mr. Ariel Bouskila, a former member of the Managem®oard, entered into an employment agreement with
subsidiary of the Company (Ronson Development Mameat Sp. z 0.0.) for an unspecified period of tand which
could be terminated by either party with three rhemtotice. The employment contracts entitled Mugdla to a gross
monthly salary of the PLN equivalent of EUR 12,28M0). Bouskila was further entitled to a reimbursemef health
insurance costs for himself and his family, a conyp@ar, communication and certain other costs.

Mr. Bouskila stepped down from the Management Boasdof 23 June 2008 and was providing serviceshé¢o t
Company until end of July 2008. As at the end &f 2008 his employment contract was terminated.

Prior to his resignation as Managing Director, Bouskila was also entitled to participate in thenany's Employee
Stock Incentive Plan (see below).

Remuneration of the Management Board in 2008

Total compensation of the Members of the Managemeatd in 2008 — not including any benefits frora ttong-term
incentive plan (share based payments) — amouttd?LN 2,045 thousand, of which the compensation of

- Mr. Dror Kerem amounted to PLN 1,423 thousand,

- Mr. Ariel Bouskila amounted to PLN 306 thousand,

- Mr. Tomasz tapiski amounted to PLN 269 thousand,

- Mr. Andrzej Gutowski amounted to PLN 47 thousand.

Long-term incentive plan

Towards the end of 2007, an employee stock incemlan (the “Employee Stock Incentive Plan”) waglemented.
The Employee Stock Incentive Plan comprises a maxiraf 4,000,000 shares for members of the ManageBward

and key employees of the Company. The General nteefi shareholders has resolved to authorize therSisory

Board to determine, with the participation of a&deone independent member of the Supervisory Btia@dexact terms
of any stock or stock-based incentive scheme, Bageérsons entitled to participate therein, up@nrétommendation
of the Management Board. The General meeting ofeblodders shall approve the general terms, critand

beneficiaries of the Employee Stock Incentive Plaraddition, under such resolution, the Company marchase its
shares in the open market to satisfy any sharéleanénts upon exercise of any options issued ontgdaunder its
Employee Stock Incentive Plan. The actual grarsthafre options is disclosed in the Notes to the Qafsed Financial
Statements.

On 5 November 2007, the Company issued 1,900,0€606nspwith an exercise price of PLN 5.75 each dgtitrto
obtain 300,000 shares. During the year ended 3lereer 2008, the selected employees that joinedofiti®n
programme (in November 2007) had not exercisedaddilieir options. Following the resignation of keyanagement
employees during 2008, a total of 1,114,000 optisee cancelled.

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 ielephone. The Supervisory Board members aremtitted to
any benefits on termination of their service. Twap&rvisory Board members (Mr. Uri Dori and Mr. TinjeLeleu)
resigned from remuneration in the Company. The reration paid (or accrued) to the Supervisory Baasinbers
included only the remuneration for the remainingmhbers: Mr. Mark Segall, Mr. Yair Shilhav and to MReuven
Sharoni.

11



Ronson Europe N.V.
Directors’ Report

Directors’ Report

General

Introduction

Ronson Europe N.V. (“the Company”) is a Netherlalichited liability company with its statutory seist Rotterdam,
the Netherlands, and was incorporated on 18 Ju@é. Fbr an historical background and restructuahthe Company
in 2007 reference is made to the Notes to the Ginladed Financial Statements (Note 1 (a) on pagesng 37).

The Company (together with its Polish subsidiaritse Group”) is active in the development and safeunits,
primarily apartments, in multi-family residentiadai-estate projects to individual customers in Ribl&he Group also
leases real estate to third parties, however shamiinsignificant activity.

The shares of the Company are traded on the Wastaek Exchange since 5 November 2007. As at 31 iDkee
2008, 64.2% of the outstanding shares are heldTbiRl Dori B.V. (“ITR Dori"), 18.4% of the outstairh shares are
held by GE Real Estate CE Residential B.V. (“GE IHestate”) and the remaining 17.4% of the outstagdihares are
held by the public. On 11 March 2009, the markétepmwas PLN 0.8 per share giving the Company a atark
capitalization of PLN 181.6 million.

Company overview

The Company is an experienced, fast-growing andaoiyn residential real estate developer rapidly egpwy its
geographic reach to major metropolitan areas adPosand. Leveraging upon its large portfolio of sed sites, the
Company is well positioned to become a leadingdegial development company throughout Poland.

The Company aims to maximize value for its shamdsl by a selective geographical expansion in Blotenwell as
the creation of a portfolio of real estate develeptproperties. The Company plans to open four pejects during
2009. Bearing in mind the current difficult and artain market situation, the Company’s portfolidiaillow it to
adjust to these circumstances and to adopt agyrafespreading risks, taking into consideratioa ttumber of projects
and their size as well as geographical location.

Until 31 December 2008, the Group has completetitgigojects, having delivered 1,083 units with talt@area of
74,186 m. The remaining 19 units in these completed prejewith a total area of 1,542°mare expected to be
delivered during 2009 (see page 20).

As of the date of this Annual Report, the Groupéseloping six further projects comprising a tafb62 residential
units, with a total area of approximately 58,324 of which 347 units, with a total area of approately 32,331
are expected to be completed during 2009. The rentai315 units are expected to be completed befwreend of
2010. In addition, the Group has a pipeline of 2@qxts in different stages of preparation with rapgpmately 5,300
residential units for future development in WarsBwzna, Wroctaw and Szczecin.

Market overview

Following a very strong performance in 2006 and200which the Polish residential market enjoyegnrecedented
growth and increased prices, since the beginnirp068B, the market dynamics have shifted towardseslgrowth and
price moderation. The Company’s management ant&spthat the resultant oversupply of residentiatsum the
market should catch up with the demand curve inuabwo years.

In the opinion of the management, the Company ib pasitioned to cope with changing market conditcand is
preparing new projects for development, which vl distinguished in the market by their locationalgy and

attractive pricing. Management believes that then@any’s profitable and efficient business modegetber with a
healthy financial position and a secured inventgnprising attractive plots of land secured atattve prices should
allow the Company to continue and develop its dj@ra even in more challenging markets.

The Company’'s management is also continuing to taorthe consequences of the ongoing deterioratiothe
international credit markets, which has alreadgaéd both customers when applying for mortgagedaa finance the
purchase of houses and apartments and the finaegtdr in its attitude towards real estate comgsmand residential
developers. In order to minimize the market risle Company is now taking a very selective appraeedn initiating
projects. Moreover, in the preparation phase ofpadjects, great emphasis is now put on splitting projects into
smaller parts. As far as the relations with finahdhstitutions are concerned, the Company is pegpdor the
increasing costs of debt financing as well as forerdemanding debt facility structures that argppsed by the lending
banks.
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Business highlights during the year ended 31 Decemb2008
A. Results breakdown by project

Revenue is recognized upon the transfer to therfygignificant risks and rewards of the ownersbiiphe residential
unit, i.e., upon signing of the protocol of tectatiacceptance and the transfer of the key to tlyerbof the residential
unit. Total revenue of the Group recognized dutimg year ended 31 December 2008 amounted to PLNrillion,
whereas cost of sales amounted to PLN 43.4 millidnich resulted in a gross profit amounting to PB4O0 million
and a gross margin of 43.9%.

The following table specifies revenue, cost of saled gross profit in 2008 on a project by propedis:

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) %
Meridian 40 2,863 27,944 36.1% 15,739 36.3% 12,205 43.7%
Mistral 14 1,114 10,409 13.5% 6,602 15.2% 803, 36.6%
Imaginarium | 49 3,387 36,142 46.7% 19,749 5% 16,393 45.4%
Other N.A N.A 2,852 3.7% 1,277 3.0% 1,575 55.2%
Total / Average 103 7,364 77,347 100.0% 43,367 100.0% 33,980 43.9%

Meridian

The construction of the Meridian housing estate e@spleted in October 2007. This project was deyedoon a land
strip of 5,196 rh located in the Wola district of Warsaw. The Meaidihousing estate comprises 3 seven- and nine-
storey buildings with a total of 206 apartmentsd(@commercial units) with an aggregate floor spafc&5,000 M.

The size of the apartments varies from #7tor83 .

During the year ended 31 December 2008, the Greapgnized revenue from the sale of 39 apartmedtiti@nally
including parking places and storages) and 1 corialarmit.

Mistral

The construction of the Mistral housing estate s@®pleted in December 2007. This project was d@eslon a land
strip of 5,366 r located in the Ursynéw district of Warsaw. The tviis housing estate comprises 4 two-storey
detached houses of 10 to 17 apartments each, wittakof 54 apartments (no commercial units) vdth aggregate
floor space of 4,300 MThe size of the apartments varies from $1ai13 .

During the year ended 31 December 2008, the Greopgnized revenue from the sale of 14 apartmendtiti@nally
including parking places and storages).

Imaginarium |

The construction of the Imaginarium housing estats completed in the first quarter of 2008. Thisjgct was

developed on part of a land strip of 10,343 lotated in the Bielany district in Warsaw. The gimarium housing

estate comprises two-storey buildings with a tofdd8 apartments (no commercial units) with an aggte floor space
of 3,983 M. The size of the apartments varies from 3@ar110 nf.

During the year ended 31 December 2008, the Greopgnized revenue from the sale of 49 apartmendtiti@nally
including parking places and storages).

Other

Other revenues are mainly associated with the saléslelivering to the customer the fitness ceint&oneczny Skwer
project and the sales of the parking places andgts in the projects that were completed in previgars.
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Business highlights during the year ended 31 Decemb2008 (cont'd)

B.  Units sold during the year

The table below presents information on the totétisusold (i.e. total number of units for which lempany signed the
preliminary sale agreements with the clients), mythe year ended 31 December 2008:

Units sold Units sold Units for
until 31 during the year sale as at
December ended 31 31 December
Subsidiary Project name 2007 December 2008 2008 Total
Meridian® Warsaw 181 17 8 206
Imaginarium I Warsaw 50 7 1 58
Mistral ©) Warsaw 51 3 - 54
Galileo™ Pozna 37 30 165 232
Constan§” Warsaw - 4 32 36
Imaginarium 11 Warsaw - 36 29 65
Gardenid™ Warsaw - - 22 22
Gemini 1 Warsaw - 8 151 159
Nautica™ Warsaw - 27 121 148
Total 319 132 529 980

(*) For information on the completed projects seBuSiness highlights during the year ended 31 Deeerdb08 — A. Results
breakdown by project” (page 13).

(**) For information on the current projects undeonstruction see “Outlook for 2009” (page 20 ang.21

C. Land purchase

The table below sets out the details of the thtepssof land purchased by the Group during the yealed 31 December
2008:

Date of the  Acquisition

Land final notarial price PLN
Subsidiary Project name Location strip m? deed (thousands)
Ronson Development Skyline Sp. z 0.0. Newton Pdzna 10,908 18/01/2008 8,181
Ronson Development Home Sp. z 0.0. Gardenia Warkzmefoslaw 7,129 31/03/2008 4,300
Ronson Development North Sp. z 0.0. Osiedle Wislane  Warsaw, Lomianki 31,785 16/09/2008 21,000
Total 49,822 33,481

Newton

On 18 January 2008, Ronson Development Skyline $po. signed the final notarial deed for the pasghof a plot of
land with an area of 10,908rtocated in Pozna The Group is planning to build a housing projéett will comprise
25 semi-detached units (50 apartments in totah ®it aggregate floor space of 5,600 m

Gardenia

On 31 March 2008, Ronson Development Home Sp.kesighe final notarial deed for the purchase ofoa @f land
with an area of 7,129 located in Warsaw's suburbs, in Jozefoslaw. Thestaction of the Gardenia project
commenced in August 2008 (for more information ‘€@etlook for 2009” on page 21).
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Business highlights during the year ended 31 Decemb2008 (cont'd)

C. Land purchase (cont'd)

Osiedle Wislane

On 16 September 2008, Ronson Development Nortlz 8m. signed the final notarial deed for the pasghof a plot of
land with an area of 31,785’ocated in Warsaw’s suburbs, in Lomianki. The Grdsiplanning to build multifamily
buildings that will comprise 500 apartments withaayyregate floor space of 30,008, m

Aurora

Ronson Development West Sp. z 0.0, (“R.D. Westfjahaded in June 2007 a preliminary sale and puechgseement
regarding four plots of land in Pozngagreed total value amounting to PLN 62 milliofhe seller has not fulfilled
conditions required to conclude transaction and tine agreement expired. Currently R.D. West ithenprocess of
enforcing the return of the advance payment amogrib PLN 12.4 million paid to the seller. The predings were
commenced following the decision by the court dffer the enforcement clause. The claim of R.D. Wsstvell
secured and in addition to submission of the sdltlethe enforcement proceeding under par 777 ofsiPdCivil
Proceeding Code, it also includes a mortgage odati@ (which was subject of the said transactignfa PLN 24.8
million.

D. Commencement of construction work

The table below presents information on five prtgdor which the construction work was commencednduthe year
ended 31 December 2008.

Total area Expected

Area of plot  Total of units completion of
Project name Location (m?) units (m? construction
Constang’ Warsaw 36,377 36 10,100 2009
Imaginarium 1) Warsaw 7,042 65 4,700 2009
Gardenid’ Warsaw 7,129 22 3,700 2009
Gemini 19 Warsaw 3,929 159 12,800 2010
Nautica® Warsaw 10,749 148 10,500 2010
Total 65,226 430 41,800

(*) For further information on the current projectsider construction see “Outlook for 2009” (page &td 21).
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Overview of results

The Company’s net income for the year ended 31 Dbee 2008 was PLN 15,141 thousand and can be suradas
follows:
For year ended
31 December
2008 2007
PLN
(thousands, except per share data)

Revenue 77,347 129,588
Cost of sales (43,367) (69,851)
Gross profit 33,980 59,737
Selling and marketing expenses (1,526) (413)
Administrative expenses (14,059) (9,356)
Other income/(expense), net (72) 360

Result from operating activities 18,323 50,328
Finance income 2,357 1,321
Finance expense (1,159) (1,156)
Net finance income 1,198 165
Profit before taxation 19,521 50,493
Income tax expense (4,380) (10,217)
Profit before minority interests 15,141 40,276
Minority interests - 1,373

Profit attributable to equity holders of the company 15,141 38,903

Net earnings per share (basic and diluted) 0.07 0.39

Revenue

Total revenue decreased by 40.3% from PLN 129.@iomiduring the year ended 31 December 2007 to RIZI\B
million during the year ended 31 December 2008ctlis primarily explained by a decrease in apartsdelivered to
the customers in terms of area size (f).m

Costof sales

Cost of sales decreased by 37.9% from PLN 69.9omitluring the year ended 31 December 2007 to PR.M #hillion
during the year ended 31 December 2008, whichimarily explained by a decrease in apartments dedid to the
customers in terms of area size (if).m

Administrative expenses

Administrative expenses increased by 50.3% from BLANmillion for the year ended 31 December 200Pltdl 14.1

million for the year ended 31 December 2008. Tloeeiase is primarily a result of:

e anincrease in share-based payment expense (nbnthasaccrued from the long-term incentive pléshares and
share options for management and key employeas, BoN 0.8 million during the year ended 31 Decen97
to PLN 2.3 million during the year ended 31 Decenf08;

* an increase in personnel expenses expense from¥PLMillion during the year ended 31 December 2607
PLN 6.2 million during the year ended 31 Decemi@3& The increase in the personnel expense is plymasult
of increase in the average number of employeespargl increase in average wages by 10% and agasetin the
key management remuneration.
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Overview of results (cont'd)

Results from operating activities

As a result of the factors described above, the gamy's result from operating activities decreasgdPiaN 32.0
million from an operating profit of PLN 50.3 milliofor the year ended 31 December 2007 to an opgratiofit of
PLN 18.3 million for the year ended 31 December800

Net finance income

Finance income/(expense) is accrued and capitaizgolrt of the cost price of inventory to the ekthis is directly
attributable to the construction of residentialtsinnallocated finance income/(expense) not clgété is recognized
in the income statement.

The table below shows the finance income/(expehsddre capitalization into inventories and the ltdtaance
income/(expenses) capitalized into inventories:

For the year ended 31 December 2008
PLN (thousands)

Total Amount Recognized as
amount capitalized profit or loss
Finance income 2,696 339 2,357
Finance expense (21,171) (20,012) (1,159)
Net finance (expense)/income (18,475) (19,673) 1,198

For the year ended 31 December 2007
PLN (thousands)

Total Amount Recognized as
amount capitalized profit or loss
Finance income 1,773 452 1,321
Finance expense (11,106) (9,950) (1,156)
Net finance (expense)/income (9,333) (9,498) 165

Net finance expenses before capitalization incik#se98.0% from PLN 9.3 million for the year end&tl December
2007 to PLN 18.5 million for the year ended 31 Deber 2008 which is primarily a result of an incee@s loans and
borrowings as well as higher interest rates.

Income tax

The income tax expense as a percentage of prdbrdeéaxation was 22.4% for the year ended 31 Déezr2008
compared to a 20.2% for the year ended 31 Dece2@@F. This increase in income tax expense is pdrb/ to the
increase in tax losses for which no deferred taetawas recognized as well as due to the increasggense non-
deductible for tax.

Minority interests

Minority interests for the period from 1 January0Z0to 31 December 2007 comprised the share of mynor
shareholders (20.9%) in the results of subsididhiaswere not 100% owned by the Company.

Since 27 September 2007, on which date GE Reatesstee minority shareholder, assigned and cortgibits shares
and rights in a number of subsidiaries in exchaoge direct ownership in the Company, there isminority interest
remaining in the Company’s subsidiaries. For atohisal background and restructuring of the Compeefgrence is
made to the Notes to the Consolidated FinancidéBtants (Note 1 (a) on pages 36 and 37).
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Selected financial data

Exchange rate of Euro versus the Polish Zloty

Average Minimum Maximum Year end
PLN/EUR exchange rate exchange rate exchange rate exchange rate
20C8 (12 months 3.513 3.203 4.185 4.172
20(7 (12 months 3.784 3.938 3.567 3.582
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

2008 2007 2008 2007
Revenues 22,016 34,242 77,347 129,588
Gross profit 9,672 15,785 33,980 59,737
Profit before taxation 5,557 13,342 19,521 50,493
Profit attributable to equity holders of the pareompany 4,310 10,280 15,141 38,903
Cash flows used in operating activities (16,223) (70,688) (56,995) (267,519)
Cash flows used in investment activities (1,065) (521) (3,742) (1,971)
Cash flows from financing activities 8,036 79,918 28,231 302,450
Decrease in cash and cash equivalents (9,253) 8,643 (32,506) 32,709
Inventories of residential units 138,292 127,798 577,010 457,774
Total assets 157,468 167,092 657,021 598,524
Deferred income 13,022 15,329 54,334 54,907
Non-current liabilities 35,350 43,389 147,494 155,418
Current liabilities 52,738 47,776 220,044 171,133
Shareholders’ equity 69,380 75,928 289,483 271,973
Share capital 4,539 4,533 16,953 16,933
Net earnings per share (basic and diluted) 0.019 0.103 0.067 0.388

Selected financial data were translated from PLté IBUR in the following way:
(i) Balance sheet data were translated using theraye exchange rate published by the National Rdrikoland for the last day of the

year / period.

(ii) Income statement and cash flows data weredi@rd using the arithmetical average of averageharge rates published by the
National Bank of Poland for the last day of evegnth within the reporting year / period.
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Financial condition

Liquidity and capital resources
The Company funds its day-to-day operations pradtipfrom the cash flows used in and provided Isydperating
activities, shareholder loans and borrowings uilitddoan facilities.

The cash flow from financing activities totalled ®128.2 million and PLN 302.5 million for the yeaemnded 31
December 2008 and 2007, respectively. The sigmifigertion of cash flow from financing activities 2007 was
associated with the proceeds from the issue ofsteres amounting to PLN 142.5 million (net of htitable costs) as
well with a net inflow of bank loans and loans froefated parties amounting to PLN 160.0 millione$é cash flows
have enabled the Company to expand its land bathkcaproceed with the development of its residéptiajects whilst
at the same time maintaining sufficient liquiditythe balance sheet. The total amount of cash asidl equivalents as
at 31 December 2008 was PLN 39.3 million (31 Decem@®07: PLN 71.8 million).

Cash flows from operating activities

The Company’s net cash outflow used in operatirityiies for the year ended 31 December 2008 anexlitd PLN
57.0 million which compares to a net cash outflaediin operating activities during the year ended8cember 2007
of PLN 267.5 million. The cash flows used in opemgtactivities were mainly related to financing fherchases of land
and the expenditures for construction of the ingirganumber of projects under development, whiahdlated into a
net increase of work in progress and finished mtsjby PLN 119.5 million and PLN 275.1 million dogi the years
ended 31 December 2008 and 31 December 2007, teghec

Cash flows from investing activities

The Company’s investing activities is primarilyatdd to maintaining collateralized short-term baefosits that are
held to serve as collateral for repayment of irgerelated to the credit facilities provided toubsidiary. The cash
outflow used in investing activities amounted td\P8.7 million and PLN 2.0 million for the years estti31 December
2008 and 31 December 2007, respectively.

Debt and net debt position

As of 31 December 2008, the Company’s total debbadoks and related parties amounted to PLN 282lifomi
(31 December 2007: PLN 250.8 million), comprisingcsred bank loans amounting to PLN 225.1 milliod (3
December 2007: PLN 187.6 million). Taking into agebthe Company’s available cash position at 31ebdier 2008
amounting to PLN 39.3 million (31 December 2007NPL1.8 million), the net debt position of the Compamounted
to PLN 243.4 million at the end of 2008 (end of 20BLN 179.0 million).

Employees

The average number of personnel employed by thep@oynand its subsidiaries — on a fulltime equivalessis —
increased from 35 in 2007 to 45 in 2008. The imbeeia largely attributable to the increase in theber of projects
under development by the Company’s subsidiaries.

Research and development
The Company and its subsidiaries are not involweghly research and development activities.

Environmental protection

The Company, in conducting its business activitigglertakes to comply with all laws and regulaticegarding use of
land and protection of the natural environment. Th@mpany is not a party to any pending proceedmgsrding
potential environmental protection violations.
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Outlook for 2009

A. Completed projects

The table below presents information on the togsidential units in the two completed projects tttet Company
expects to sell and deliver during the year 2009:

Number of residential Number of residential Number of
units sold (*) units delivered (*) residential units
Until 31 During the year Until 31 During the year expected to be
Total December ended 31 December ended 31 delivered (*) until
Project name Location units 2007 December 2008  Total 2007 December 2008  Total 31 December 2009
Meridian ) Warsaw 206 181 17 198 157 39 196 10
Imaginarium ) Warsaw 58 50 7 57 - 49 49 9
Total 264 231 24 255 157 88 245 19

(*) For the purpose of disclosing information reddt to the particular projects, the word “sell” (“sdf) is used, that relates to
signing the preliminary sale agreement with thertliéor the sale of the apartment; whereas the wordliter” (“delivered”)

relates to transferring the key for the apartmanttte client, which is the moment of revenue re¢agmby the Company as stated
below:

Revenue is recognized upon the transfer to therbafysignificant risks and rewards of the ownershfptiee residential unit, i.e.
upon signing of the protocol of technical acceptaand the transfer of the key to the residentidt. un

(**) For information on the completed projects d@@siness highlights during the year ended 31 Deeer2808 (page 13).

B. Current projects under construction

The table below presents information on six prgeor which completion is scheduled in 2009 and2@10. The
Company has obtained construction permits forialpsojects and has commenced construction.

Units sold until Expected

Area of  Total area of Total 31 December  completion of
Project name Location plot (m?) units (m?) units 2008 construction
Galileo Pozna 8,598 16,100 232 67 2009
Constans Warsaw 36,377 10,100 36 4 2009
Imaginarium Il Warsaw 7,042 4,700 65 36 2009
Gardenia Warsaw 7,129 3,700 22 - 2009
Gemini | Warsaw 3,929 12,800 159 8 2010
Nautica Warsaw 10,749 10,500 148 27 2010
Total 73,824 57,900 662 142

Galileo
Stage of development

Construction of the Galileo project commenced ibriary 2007 and is expected to be completed ifitsiequarter of
20009.

Description of project

The Galileo project is being developed on a lamip sif 8,598 M located in the city center district of Poand he
Galileo housing project will comprise 5 six-storgyartment buildings with a total of 226 apartmeamd 6 commercial
units with an aggregate floor space of 16,160 The size of the apartments varies from 52am.12 .

Constans
Stage of development

Construction of the Constans project commencecebridrary 2008 and is expected to be completed ithihe quarter
of 2009, with some units expected to be complatatie first half of 2009.

Description of project

The Constans housing project is being developeal land strip of 36,377 Tocated in Constans near Warsaw and will
comprise 18 semi-detached units (total 36 aparshevith an aggregate floor space of 10,160 m
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Outlook for 2009 (cont'd)

B. Current projects under construction (cont’'d)

Gardenia
Stage of development

Construction of the Gardenia project commencedugust 2008 and is expected to be completed inhihg quarter of
20009.

Description of project

The Gardenia project is being developed on a laipl &f 7,129 M located in J6zefostaw near Warsaw. The Gardenia
project, a single family housing (houses in a r@mject, will comprise 22 units with an aggregateof space of
3,700 . The size of each unit varies from 160tm175 m.

Imaginarium 1l
Stage of development

Construction of the Imaginarium Il project commeth@e July 2008 and is expected to be completechbyend of the
second quarter of 2009.

Description of project

The Imaginarium |l project is being developed ofamd strip of 7,042 flocated in the Bielany district in Warsaw
(Gwiazdzista Street) and is situated next to thaglimarium | project. The project is a continuatadrihe Imaginarium |
concept in terms of quality and design. The projedivided into 3 multifamily buildings with an ggegate usable
floor space of 4,700 hcomprising 65 apartments with sizes varying fromm#@o 115 n3.

Gemini |
Stage of development

Construction of the Gemini | project commenced otdber 2008 and is expected to be completed ithilhe quarter of
2010.

Description of project

The project is being developed on a land strip 828 nf located in the Ursynéw district in Warsaw (KENestt)
situated next to the subway station Imielin. Thejget will comprise one multifamily building of lligvels with a total
of 151 apartments and 8 commeraiaits with an aggregate floor space of 12,860 The size of the apartments varies
from 45 nfto 148 m.

Nautica
Stage of development

Construction of the Nautica project commenced ivédnber 2008 and is expected to be completed imttiee second
quarter of 2010.

Description of project

The Nautica project is being developed on a lamig sif 10,749 rf located in the Ursynéw district in Warsaw

(Stryjenskich Street). The project will comprisefide-storey, multi-family residential buildings iita total of 147

apartments and 1 commerciaiit and an aggregate floor space of 10,560The size of the apartments varies from 33
2

m® to 127 .
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C. Projects that construction work is planned toramence during 2009

Imaginarium 1l

The Imaginarium 1Il project will be developed oramd strip of 5,700 flocated in the Bielany district in Warsaw
(Gwiazdzista Street) and is situated next to thaglimarium | project. The project is a continuatadrihe Imaginarium |
concept in terms of quality and design. The projedivided into 2 multifamily buildings with an ggegate usable
floor space of 3,800 ftomprising 60 apartments. The Company is consigespening the project in 2009

Plejada

The Plejada project will be developed on a lamip sif 39,604 rlocated in Tulce in the suburbs of Poin@he
project will comprise 146 single family houses with aggregate floor space of 22,500amd will be divided into 8
phases; a building permit has been obtained fafftie 146 houses.

The Company is considering opening the first phafsthis project in 2009. The first stage is to lmmprised of 18
houses.

Mozart

The Mozart project will be developed on a landpstri 30,200 rilocated in Szczecin at Bska Street. The project will
comprise 499 apartments with an aggregate floarespa33,500 rhand will be divided into 4 phases.

The Company is considering opening the first pludghis project in 2009. The first stage is to coisg 82 apartments.

Goya

The Goya project will be developed on a land stripl4,039 i located in the Grabiszyn district in Wroctaw The
project will comprise 190 apartments with an aggtedloor space of 13,600%=and will be divided into 2 phases.

The Company is considering opening the first pludghis project in 2009. The first stage is to coisg 70 apartments.
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Major shareholders

To the best of the Company’s knowledge, as of thie @f publication of this annual report (11 Ma®09), the
following shareholders are entitled to exerciserd@# of the voting rights at the General MeetingShfareholders in
the Company:

Shares
As of As of As of
11 March 2009 Increase 31 December 2008 Increase 31 December 2007
Number of shares / Number of Number of shares / Number Number of shares /
% of shares shares % of shares of shares % of shares
L T.R. Dori B.V. 145,746,776 - 145,746,776 1,324,772 144,422,004
64.2% 64.2% 63.6%
GE Real Estate CE 41,800,000 - 41,800,000 - 41,800,000
Residential B.V. 18.4% 18.4% 18.4%

Changes in ownership of shares and rights to shalssManagement Board members in the year ended
31 December 2008 and until the date of publicatiohthe report

Shares

On 24 June 2008, the Company issued 300,000 newssiwdth a nominal value of EUR 0.02 each, to MioiCKerem,
the former president of the Management Board aaddhmer ‘Chief Executive Officer’ of the Compargt, the time.
These shares were issued at nominal value in amsoedwith the right to these shares as grantedriiKktem in 2007.
Subsequently, the shares were assigned by Mr.Kmm to Elgindat Holdings Limited, a limited lidibf company of
which Mr. Dror Kerem is a managing director andovener. No further shares were issued to Mr. Kerenil his

resignation on 10 October 2008. Other former andeat members of the Management Board did not iddally own

or receive shares in the Company during the pdraod 31 December 2007 until 11 March 2009.

Shares options

The members of the Management Board did not indaligt receive rights to shares or options on shamethe
Company during the period from 31 December 2007l Wit March 2009. Rights to shares that were gihrite
individual members of the Management Board befdré8cember 2007 but which have not been exercisaif the
date of publication of this report are as follows:

» Mr. Dror Kerem: a right to subscribe for 240,00@r&s in the capital of the Company with a nomirzlie of EUR
0.02 each, per year annually on each anniversdeyalsd November 2007 for five successive yearggom total
1,200,000 shares, for an issue price per sharel ¢qua.75 PLN, provided, however, that if the cadtiag
agreement between Mr. Kerem and the Company isinated (for any reason), Mr. Kerem’s entitlementhe
vesting of the options on the anniversary dateéhefytear of such termination shall be relative ® phoportion of
the year (to the anniversary date) he was emplbyetthie Company and, thereafter, any remaining optgranted
in accordance with the above are automatically eidedt. As Mr. Kerem stepped down as President ef th
Management Board and ‘Chief Executive Officer’ &40 October 2008 and will further resign from hilé other
functions within the Group as of 31 March 2009, 886 from the above-mentioned rights will vest 688 bMarch
2009. The right to subscribe to the remaining 88@ shares will be cancelled.

» Mr. Andrzej Gutowski: a right to subscribe to aalatumber of 150,000 shares in the capital of tam@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; and

» Mr. Ariel Bouskila: a right to subscribe to a totaimber of 150,000 shares in the capital of the @omg 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 2007tHoee successive years. As Mr. Bouskila steppetndas
Management Board member as of 23 June 2008 argheesirom all his functions within the Group as #ral of
July 2008, the above-mentioned rights have beecetiad.
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Changes in ownership of shares and rights to shai®s Supervisory Board members in the year ended
31 December 2008 and until the date of publicatiointhe report

The members of the Supervisory Board did not imtliglly own any shares and/or rights to shares énGbmpany
during the period from 31 December 2007 until 1Iré?e2009.

Changes in the Management Board in the year endddCcember 2008 and until the date of publication
of the report

The Annual General Meeting of Shareholders that tok place on 23 June 2008 adopted a resolution:

>

Appointing Mr. Tomasz tapiki as managing director A and member of the Mamege Board for a term of four
years and granting him the title ‘Chief Financidfi€er'. His appointment came into force as of &y of the
adoption of the resolution.

Mr. tapinski replaced Mr. Ariel Bouskila, who stepped dovenn@aanaging director A and ‘Chief Financial Officer’
effective on the day of the adoption of the resolutBy the end of July 2008, Mr. Ariel Bouskiladad all his
functions within the Group without any additionajrsficant costs for the Group.

The General Meeting of Shareholders that took placen 10 October 2008 adopted resolutions as follows:

>

Appointing Mr. Shraga Weisman as managing direétand President of the Management Board effectieeday
of the meeting, for a term of four years and graptiim the title ‘Chief Executive Officer’. His apmtment came
into force as of the day of the adoption of thehatson.

Mr. Weisman replaced Mr. Dror Kerem who stepped m@s President of the Management Board and ‘Chief
Executive Officer’ of the Company as of the dayhwe General Meeting of the shareholders. On 3 &epee 2008,
the Company, its subsidiary Ronson Development Igameent Sp. 0.0. (‘Ronson Management”), Mr. Keremh an
Elgindat Holdings Ltd., which is a company ownedNdg: Kerem (“Elgindat”) concluded termination agneents
whereby parties mutually agreed to terminate thesahing agreement entered into between the Companly
Elgindat on 1 January 2008 and the employment aggat entered into between Mr. Kerem and Ronson
Management on 1 January 2008. The termination tf bgreements will be effective as of 31 March 20d@8.
Kerem has agreed to continue to render agreed-s@otices to the Company during the terminationgaeénd to
co-operate with the new ‘Chief Executive Officef’'tbe Company to ensure a smooth transition. Mirekkeshall

be entitled to receive his remuneration as spetifiethe original employment and consulting agreetsep until

31 March 20089.

Appointing Mr. Karol Pilniewicz as managing direct® and member of the Management Board effectieeddy
of the meeting, for a term of four years. His appmient came into force as of the day of the adaptibthe
resolution.

Mr. Pilniewicz replaced Mr. Karim Habra who resignieom his position as Management Board membere(@ar
B) on the 3 September 2008. The resignation byKdrim Habra is connected with his resignation asmaging
director of GE Real Estate Central and Eastern f&revhich company is an affiliate of GE Real Estate
Residential B.V., one of the principal sharehold&rthe Company.

Appointing Mr. Andrzej Gutowski as managing direcfoand member of the Management Board and grathiiimg
the title ‘Sales and Marketing Director’ effectittee day of the meeting, for a term of four yearse Tesolution
came into force on the day of its adoption.

Changes in the Supervisory Board members in theryeaded 31 December 2008 and until the date of jdtion of
the report

The Annual General Meeting of Shareholders held28nJune 2008 adopted a resolution appointing Muvie
Sharoni as a member of the Board of Supervisorgdbirs. His appointment came into force as of thg af the
adoption of the resolution, for a term of four year
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Overview of the results during the three months edd31 December 2008

Due to the fact that the Company is incorporatedkeunf laws of Netherlands and due to the factBbeTransparency
Directive (“Directive”) has been incorporated in tbl law starting 1 January 2009, the Company decidetake
advantage of the new Dutch regulations resultiognfthe adopted Directive. Among others, the newledgpns do not
impose on the Company the obligation to publishassely its financial results for the fourth calandjuarter if the
Company is publishing the full year report withinndonths after year end. Nevertheless, due to tbetfat the
Company’s shares are traded on the Warsaw Stodkalfge and taking into consideration potential etgiemns of the
investors who may be interested in analysis of @mnpany’s results for the fourth quarter 2008, Bward of
Managing Directors decided to include the followinfprmation in this Directors’ Report:

The Company’s net income for the three months erfeddecember 2008 was PLN 590 thousand and can be

summarized as follows:
For the three months ended

31 December
2008 2007
(Unaudited) (Unaudited)
PLN (thousands)

Revenue 13,573 88,819
Cost of sales (9,053) (46,095)
Gross profit 4,520 42,724
Selling and marketing expenses (835) (24)
Administrative expenses (2,963) (2,677)
Other income/(expense), net (499) 203
Result from operating activities 223 40,226
Finance income 762 548
Finance expense (391) (284)
Net finance income 371 264
Profit before taxation 594 40,490
Income taxes expense (4) (7,827)
Profit before for the period 590 32,663
Other

As of 31 December 2008, the Company has issuecdhgtegs for bank loans granted to subsidiaries atimguio a total
of PLN 45,563 thousand.

As of 31 December 2008, the Group has no litigatiams or liabilities that in total exceed 10%tloé Group’s equity.
The following net movements in the Group’s mainysmns took place during the year ended 31 Dece0@8:
- adecrease in the provision for deferred tax litdxd of PLN 6,422 thousand;

- anincrease in the provision for ground work in kvior progress of PLN 2,480 thousand;
- anincrease in the provision for tax interest pigbf PLN 163 thousand.
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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 Managefeatd shall be reimbursed for (i) all reasonalists of
conducting a defence against claims based on adtslures to act in the exercise of their dutiég,any damages or
fines payable by them as a result of an act ourfito act in the exercise of their duties, anijl {@asonable costs of
appearing in other legal proceedings in which they involved as current or former directors of @empany. No
indemnification will be given to any director if itas been determined by a judgment which is nodosgbject to
appeal, that the act or failure to act is char@adras wilful misconduct or gross negligence. Résgms to award the
indemnification are to be disclosed in the Annuatdunts of the Company. Adoption of the Annual Agats will be
considered to be approval of such resolutions,ssrtliee General Meeting of Shareholders decideswite

Risk factors

The Company’s business is subject to numerous, riglch as risks related to its business and siratsgemployees
and growth, regulatory approval and other goverrimegulations, and its financial condition.

Risk factors which are specific to the Company:

» The Company may be unable to sell the residentias what it builds at attractive prices. The vatifea residential
property depends to a large extent on its locatiochitectural design and standard of constructidhe Company
misjudges the desirability of a property’s locationits design, it may not be able to sell the prop at the
budgeted price or at all. If the Company is reqlite reduce the sales price to attract purchaeranarket value
of the property could be significantly reduced #mel Company’s margins could decrease below praéitigvels.

» Risk associated with the acquisition of furtherdamd identifying profitable development projectslides the risk
of stronger competition in the real estate maritet, risk of a slow process of obtaining permitg #bsence of
local zoning plans and the limited availabilitylahd with the appropriate infrastructure.

» Risk associated with access to financing for then@any’s potential clients as well as to the Company

» The Company faces significant competition from ottievelopers. Competition may lead to, among othieigs,
either to an over-supply of residential propertleeugh over-development or to an increase in [azes.

» Risk associated with the concentration of the Camjsaactivities in Warsaw.

» Risk associated with the lack of diversificatioriside the residential segment.

» Risk associated with the lack of comparable finainehd operating history.

» Risk associated with the Company’s inability toeeffvely manage its expansion and the consequerfcéds
internal and external growth.

» Risk associated with unsuccessful geographicalresipa of the Company’s business in Poland.

» The Company is dependent on senior members of Hreagement, especially the members of the Management
Board. The departure of few members of the Managemeard and/or other key employees within shoriouoke
of time could have an adverse effect on the ahilitthe Company to conduct its activities.

» Risk associated with attracting and retaining sidfitly qualified management personnel.

» Risk associated with restrictive covenants in tleen@any’s credit agreements. Events beyond its ebotuld
result in the Company not being able to comply witlsh covenants and, as a result, constitute amt efelefault
under the credit agreements. If an event of defandter a credit agreement were to occur, the Coynpaay be
forced to repay the outstanding amount of the ketier than planned.

Risk factors which are specific to the Company’slirstry:

» Risk associated with obtaining administrative coseThe Company cannot guarantee that any peroaitsents
or permissions required from various governmeritieatin connection with existing or new developmprojects
will be obtained by the Company in a timely manogrwhat is less likely, will be obtained at all, that any
current or future permits, consents or permissigiinot be withdrawn.

» Risk associated with the completion of developnmeajects. This risk includes, in particular, théageor failure to
receive permits required for the sites to be useatcordance with the Company’s plans, delaysarctimpletion
of construction, costs that exceed those budge¢eduse of unfavorable weather conditions, the veswly of
contractors or subcontractors, labor disputes atdbntractor or subcontractor level, increases rafep and
shortages of construction materials or equipmettidents or unforeseen technical difficulties, thability to
obtain permits needed to bring the building or dinig)s into use or other required permits, or chanigethe
regulations relating to land use.
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Risk factors (cont'd)

Risk factors which are specific to the Company’slirstry (cont'd):

» Risk associated with the Company’'s dependence onramiors. The Company uses specialist construction
companies for most of the construction work onvsious projects. The Company cannot guaranteedhect
and timely performance of the contracted works Hey ¢ontractors. This may cause delays in the cdmoplef
individual projects and consequently increase th&scof their completion. Moreover, contractors ndayelop
liquidity problems which may affect the quality amidnely completion of the works commissioned by the
Company.

» Risk associated with the shortage of properly djedlilabor workers.

» Risk associated with the cyclicality of the reabés residential development market.

» Risk associated with claims from contractors.

» Risk associated with increases in operating anérotsts including, but not limited to the followirfactors:
inflation; increases in taxes and other statutdrgrges; changes in the law, regulations or govenhrpelicies
(including those relating to health and safety atkvand environmental protection) which increase ¢bsts of
compliance with such laws, regulations or policesgl increases in the cost of borrowing. In lighthe growing
competition on the Polish real estate market, the@any could also be faced with increased marketirsts.

» Risk associated with increases in project cost& Thmpany has entered into, and will enter intmstroiction
agreements with general contractors to build then@my’s development projects. The costs of thesggis can
vary due to: changes in the scope of a given prajed in its architectural design; increases indbst of building
materials and of labor costs; the contractors wobpeting the works within the agreed term and tstandard
which is acceptable to the Company.

» Risk associated with additional financing requireise

» Risk associated with debt gearing.

» Risk associated with liability regarding protectiofithe environment.

» Risk associated with adverse site or ground caonti

» Risk associated with infrastructure.

» Risk associated with using improper constructiamntelogy.

» Risk associated with material losses in excesasafrance pay-outs.

» Risk associated with the potential liability in e@ttion with post-construction obligations.

» Risks associated with the Company’s agreementsaitong clauses prohibited by law as well as thecenant of
the Act on Protecting Purchasers in Real Estateeement Transactions.

» Risk associated with the potential increase oMA& rate in Poland.

» Risk associated with the Company’s inability toed¢tand prevent fraud or other misconduct commikigdts
employees or third parties.

Risks related to Poland:

» Developing legal and regulatory framework in Celrdrad Eastern European countries.

» Economic and political risk.

» Risks related to difficulties in effecting servioklegal process and enforcing judgments agairsCbmpany and
its management.

» Risk associated with inefficiency of the land andritgage registry system.

» Risk associated with restitution.

Risk factors relating to the Company’s Structure:

» The interests of the Company’s controlling shardapomay conflict with those of minority shareholsler
» Exercise of certain shareholders’ rights and taatment for non-Dutch investors in a Dutch compauay be more
complex and costly.
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Additional information to the report (cont’d)

Statement relating to the system of internal coritro

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

In 2008, the Management Board assessed the effeetg of the system of internal controls for finaneeporting.
During the investigation on which this assessmeag ased, no shortcomings were identified that tpghksibly have
a material impact on the financial reporting. Oa tasis of the results of the above assessmenhanisk analyses
that were carried out at the Company within thenfsaork of governance and compliance, the ManageBweatd is of
the opinion - after consulting with the Audit Conttee and with the approval of the Supervisory BoatHat the
system of internal controls provides a reasonabtgek of certainty that the financial reportingtedms no inaccuracies
of material importance. An inherent element in lmeople and organisations work together in a dynawmaidd is that
systems of internal control cannot provide an alisallegree (though they can provide a reasonableeleof certainty
as regards the prevention of material inaccuraniéi®e financial reporting and the prevention afdes and fraud.

In our view the system of internal controls, foalisa the financial reporting, functioned effectivelver the past year.
There are no indications that the system of inferaatrols will not function effectively in 2009.

Directors Representation statement

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

- the Annual Financial Statements for the year erBle@®ecember 2008 give a true and fair view of theets,
liabilities, financial position and profits and ®ef the Company and its subsidiaries,

- the additional management information disclosedh@ Annual Report gives a true and fair view of the
Company and its subsidiaries as at 31 December 2008he state affairs during the financial yeawtoch
the report relates, and

- the annual report describes the principal riskfgcthe Company. These are described in detail i th
Director’'s Report.

Representation concerning election of the Compangigitor

The Management Board confirms that the Companydtauhas been elected according to applicablesrated the
audit firm and its registered accountants engagetié audit of the financial statements of Ronsaroge N.V. meet
the objectives to present an objective and indepetne:port.

The Management Board

Shraga Weisman Tomasz tapiski Andrzej Gutowski

Chief Executive Officer Chief Financial Officer Sales and Marketing Director
Director A Director A Director A

Amos Weltsch David Katz Karol Pilniewicz

Director B Director B Director B

Rotterdam, 11 March 2009
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To: The Annual General Meeting of Shareholders@igon Europe N.V.

AUDITOR'S REPORT

Report on the financial statements

We have audited the accompanyi@p8financial statements of Ronson Europe N.V., Ro#ards set out on
pages 31 to 86. The financial statements const$teo€onsolidated financial statements and the aomp
financial statements. The consolidated financitieshents comprise the consolidated balance sheeBas
December 2008, the income statement, statemetiaoiges in shareholders’ equétyd the statement of cash
flows for the year then ended, and a summary ofifsignt accounting policies and other explanatootes. The
company financial statements comprise the compatgnbe sheet as at 31 December 2008, the company
income statement, statement of changes in shaeisblefjuity and the statement of cash flows fornybar then
ended and the notes

Management's responsibility

Managemenis responsible for the preparation and fair preset of the financial statements in accordance
with International Financial Reporting Standardadspted by the European Union and with Part Qaafk® of
the Netherlands Civil Code, and for the preparatibtine directors’ repoiih accordance with Part 9 of Book 2
of the Netherlands Civil Code. This responsibilitgludes: designing, implementing and maintainimgiinal
control relevant to the preparation and fair prést@m of the financial statements that are freenfmaterial
misstatement, whether due to fraud or error; selgetnd applying appropriate accounting policies] making
accounting estimates that are reasonable in therostances.

Auditor's responsibility

Our responsibility is to express an opinion onfthancial statements based on our audit. We coeduatir
audit in accordance with Dutch law. This law regaithat we comply with ethical requirements and plad
perform the audit to obtain reasonable assuraneth&hthe financial statements are free from nlteri
misstatement.

An audit involves performing procedures to obtaidiaevidence about the amounts and disclosuréeein
financial statements. The procedures selected depethe auditor's judgment, including the assessofehe
risks of material misstatement of the financiatestaents, whether due to fraud or error. In makivagé risk
assessments, the auditor considers internal caeteant to the entity's preparation and fair @néation of the
financial statements in order to design audit pdaces that are appropriate in the circumstance)diuor the
purpose of expressing an opinion on the effectisemd the entity's internal control. An audit allscudes
evaluating the appropriateness of accounting msliosed and the reasonableness of accounting estimade
by management, as well as evaluating the overadigmtation of the financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basrsour audit
opinion.
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Opinion with respect to the consolidated financiaktatements

In our opinion, the consolidated financial statetagyive a true and fair view of the financial pmsitof Ronson
Europe N.V. as at 31 December 2008, and of itdtread its cash flows for the year then ended oetance
with International Financial Reporting Standardsidspted 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® @i true and fair view of the financial positidnRonson
Europe N.V. as at 31 December 2008, and of itdtresuthe year then ended in accordance with @arft Book
2 of the Netherlands Civil Code.

Report on other legal and regulatory requirements

Pursuant to the legal requirement under 2:393 sudortsf of the Netherlands Civil Code, we repastitie extent
of our competence, that the directors’ report s¢too pages 12 to 28 is consistent with the firgratatements
as required by 2:391 sub 4 of the Netherlands Cigile.

Amstelveen, 11 March 2009

KPMG ACCOUNTANTS N.V.

P. MizrachyRA
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Consolidated Income Statement

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN) Note

Revenue 6 77,347 129,588
Cost of sales (43,367) (69,851)
Gross profit 33,980 59,737
Selling and marketing expenses (1,526) * (413)
Administrative expenses 7,8 (14,059) *(9,356)
Other (expense)/income, net (72) * 360
Result from operating activities 18,323 50,328
Finance income 9 2,357 1,321
Finance expense 9 (1,159) (1,156)
Net finance income 1,198 165
Profit before taxation 19,521 50,493
Income tax expense 10 (4,380) (10,217)
Profit for the period 15,141 40,276

Attributable to:

the equity holders of the company 15,141 38,903
minority interests 21 - 1,373
Profit for the period 15,141 40,276
Net earnings per share (basic and diluted) 20 0.07 0.39

* Reclassified for comparison purposes (see not.3(

The notes on pages 36 to 78 are an integral pitti@se consolidated financial statements.
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ConsolidatedBalanceSheet

As at 31 December 2008 2007
In thousands of Polish Zlotys (PLN) Note

Assets

Property and equipment 11 1,017 807
Long-term finance lease receivable 13 692 590
Deferred tax assets 14 2,149 1,348
Total non-current assets 3,858 2,745
Inventories of residential units 15 577,010 457,774
Trade and other receivables 16 31,409 * 64,424
Income tax receivable 378 -
Cash and cash equivalents 17 39,323 71,829
Short-term bank deposits - collateralized 18 5,043 * 1,752
Total current assets 653,163 595,779
Total assets 657,021 598,524
Equity

Shareholders’ equity 19

Share capital 16,953 16,933
Share premium reserve 215,105 215,105
Retained earnings 57,425 39,935
Total shareholders’ equity 289,483 271,973
Liabilities

Loans and borrowings 22 144,167 145,669
Deferred tax liability 14 3,327 9,749
Total non-current liabilities 147,494 155,418
Loans and borrowings 22 138,585 105,175
Provisions 23 3,144 501
Deferred income 24 54,334 54,907
Trade and other payables 25 23,832 *10,463
Income tax payable 149 * 87
Total current liabilities 220,044 171,133
Total liabilities 367,538 326,551
Total equity and liabilities 657,021 598,524

* Reclassified for comparison purposes (see notg.3(

The notes on pages 36 to 78 are an integral patthese consolidated financial statements
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Consolidated Statement of Changes in ShareholderEquity

For the years ended 31 December 2008 and 31 Decemp@07:

Owners’ net
investment /
Equity
attributable to Share
equity holders  Minority Retained Share premium  Total equity
In thousands of Polish Zlotys (PLN) of the parent interests  earnings capital reserve (invested)
Balance of combined equity invested in the subsiseof
Ronson Group at 1 January 2007 106,036 18,711 - - - 124,747
Net profit for year ended 31 December 2007 (226) 373 39,129 - - 40,276
Net contribution in kind of assets and liabilitesd issue of
shares upon establishment of the Comp&hy (105,810) - - 172 91,878 (13,760)
Net contribution in kind of assets and issue of shares? - (20,084) - 45 20,084 45
Exclusion of a subsidiary from consolidatith - - - - (22,360) (22,360)
Share-based payment (see note 19(c)) - - 806 - - 06 8
Capital payment - - - - 700 700
Issue of new shares in exchange of share premisenve - - - 14,772 (14,772) -
Issue of new sharé8 - - - 1,944 139,575 141,519
Balance at 31 December 2007 - - 39,935 16,933 205, 271,973
Net profit for year ended 31 December 2008 - - 145, - - 15, 141
Issue of new sharé? - - - 20 - 20
Share-based payment (see note 19(c)) - - 2,349 - - 2,349
Balance at 31 December 2008 - - 57,425 16,953 205, 289,483

(1) On 29 June 2007, the Company issued 45,00@skestablishment shares) with a par value of ElpRrkhare (PLN 172 thousand)
to ITR Dori, that were subsequently split on 29t8eger 2007 into 2,250,000 shares with a par vaflliEtJR 0.02 per share.

Following the incorporation of the Company, theessthareholder and founder of the Company, ITR Easjgned and contributed to the
Company, on 29 June 2007, its shares and righshaoes in 36 Polish companies at book value, whaidbunted to PLN 105,810
thousand as well as a liability under a loan agesgrbetween ITR Dori and Ronson Development Res@e®p. z 0.0., one of the Polish
entities in which the shares were transferred égoGompany. The principal amount under the loanemgeait of which the liability was
contributed plus accrued interest as at 29 Jung,208ounted to PLN 13,932 thousand. The net effiettte contribution is a decrease of
PLN 13,760 thousand as presented above.

(2) On 27 September 2007, the Company issued 1kBafes with a par value of EUR 1 per share (PLNhébisand) to GE Real
Estate, the minority shareholder that split théseges on 29 September 2007 into 594,500 sharesvpidn value of EUR 0.02 per share.
As part of the process of combining the Ronson @raxtivities under Ronson Europe, GE Real Estatenaacontribution in kind of its
shares held in certain Polish Ronson subsidiarieBoak value, which amounted to PLN 20,084 thousarfie net effect of the
contribution is an increase of PLN 45 thousandrasgnted above.

(3) Excluding Brighton Tec from the consolidation:

Initially, Brighton Tec owned the land at Klobuck#reet in district Mokotéw in Warsaw. On 26 SeptemB007, the land was sold to
Landscape, a wholly-owned subsidiary of the CompéaBybsequently, the Group ceased to consolidatght®m Tec (for more
information see note 1(c)).

(4) On 24 October 2007, the Company completedhdiali public offering of its shares on the Wars&tock Exchange, having sold
26.6 million new shares at an offering price of PEN5 per share. From the total proceeds receif/@d.N 153,333 thousand, the Group
deducted an amount of PLN 11,814 thousand reptiagetite total costs directly attributed to the iaitpublic offering. Those costs
represent mainly underwriters' legal, advisory aodounting fees, and costs related to the initiélip offering road show, related public
relations and marketing.

(5) On 24 June 2008, the Company issued 300,0@0ondinary shares with a nominal value of EUR (e@2h to Mr. Dror Kerem, the
former president of the Management Board and thado Chief Executive Officer of the Company. Thargs were issued to Mr. Dror

Kerem at nominal value for a total amount of EUB6usand (PLN 20 thousand) in accordance withiges to shares in the Company
granted to Mr. Dror Kerem in 2007.

The notes on pages 36 to 78 are an integral patthese consolidated financial statements
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Consolidated Statement of Cash Flows

For the year ended 31 December 2008 2007

In thousands of Polish Zlotys (PLN) Note

Cash flows from operating activities
Profit for the period 15,141 40,276

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

Depreciation 11 515 509
Net finance expense/(income),net 9 18,475 * 9,333
Loss on sale of property and equipment 16 -
Share based payments 19 2,349 806
Income tax expenses 10 4,380 * 10,217
40,876 61,141
Decrease/(increase) in finished goods 41,941 68,975
Decrease/(increase) in work in progress (161,467) (344,060)
Decrease/(increase) in trade and other receivables 32,824 * (43,055)
Increase/(decrease) in trade and other payables 13,369 * (5,485)
Increase/(decrease) in provisions 23 2,643 -
Increase/(decrease) in deferred income (573) 3,917

(30,387)  (258,567)

Interest paid (17,474) *(8,228)
Interest received 2,696 *1,374
Income tax paid (11,830) *(2,098)
Net cash used in operating activities (56,995) (267,519)

Cash flows from investing activities

Acquisition of property and equipment 11 (500) (219)
Short-term bank deposits — collateralized (3,291) * (1,752)
Proceeds from sale of property and equipment 49

Net cash used in investing activities (3,742) (1,971)

Cash flows from financing activities

Proceeds from new shares issued 19 20 154,250
Costs directly attributed to the new shares issued 19 - (11,814)

Proceeds from bank loans, net of bank charges 54,107 179,985
Proceeds from related-party loans - 36,442

Repayment of bank loans (18,280) (25,856)
Repayment of related-party loans (7,616) (30,557)
Net cash from financing activities 28,231 302,450
Net effect of excluding a subsidiary from consdiida (see page 35) - (251)

Net change in cash and cash equivalents (32,506) 32,709
Cash and cash equivalents at beginning of the year 71,829 39,120
Cash and cash equivalents at end of the year 17 39,323 71,829

* Reclassified for comparison purposes.
The notes on pages 36 to 78 are an integral pattiefe consolidated financial statements
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Consolidated Statement of Cash Flows (cont’d)

Net cash effect due to exclusion of a subsidiesynfconsolidation as described in Note 1(c)

In thousands of Polish Zloty (PLN) 2007
Non-current assets 45,408
Current assets 753
Equity (22,360)
Non-current liabilities (16,677)
Current liabilities (7,375)
Total (251)

The notes on pages 36 to 78 are an integral pattese consolidated financial statements.
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Notes to the Consolidated Financial Statements

1.

(@)

Background and business of the Company

Ronson Europe N.V. (“the Company”), a Netherlanatstéd liability company with its statutory seat in
Rotterdam, the Netherlands, was incorporated odub@ 2007. The Company (together with its Polish
subsidiaries “the Group”), is active in the devel@mt and sale of units, primarily apartments, idtimu
family residential real-estate projects to indiatlaustomers in Poland. The Group also leasesstate

to third parties.

The shares of the Company are traded on the WaBsaek Exchange since 5 November 2007. As at 31
December 2008, 64.2% of the outstanding sharelseddeby I.T.R. Dori B.V. (“ITR Dori"), 18.4% of the
outstanding shares are held by GE Real Estate Gil&ial B.V. (“GE Real Estate”) and the remaining
17.4% of the outstanding shares are held by théqub

The Ronson Group was originally set up in 200@&lmyoup of investors to develop residential prapsrt

in Poland. At the time, Israel Theatres Ltd. andDdri Engineering Works Corp Ltd, formed a Dutch
holding company called ITR Dori, to subscribe f@¥6in the share capital of the Ronson Group. Both
Israel Theatres Ltd. and U. Dori Engineering Wo@arp Ltd. held 50% of the shares in ITR Dori.
Within the Ronson Group, for each project a sepacatmpany domiciled in Poland was established.
Each of these companies, in which ITR Dori directlyned 50% of the shares, held all the assets and
liabilities of the relevant project. The remainiB@% ownership in those companies was held by non-
related parties and accordingly ITR Dori had notadrover the Ronson entities.

On 19 January 2006, ITR Dori acquired the remaiti% of the equity in each of the Polish companies
from the other shareholders, after which ITR Dacéme the sole shareholder of each Polish company
of the Ronson Group.

In November 2006, General Electric Company Inbroagh its wholly-owned subsidiary, Gator
Investments Sp. z o0.0., invested in the Ronson Gowash, buying 20.9% of the shares in a number o
the Polish companies, specifically in those compauthat were directly related to the development of
residential projects.

Following the incorporation of the Company, théesshareholder and founder of the Company, ITR
Dori, assigned and contributed to the Company, ®iihe 2007, its shares and rights to shares in 36
Polish companies as well as a liability under anlagreement between ITR Dori and Ronson
Development Residential Sp. z 0.0., one of thesRatbmpanies in which the shares were transfeared t
the Company. The principal amount under the loaregent of which the liability was contributed plus
accrued interest as at 29 June 2007, amountedNc1B|932 thousand.

On 26 September 2007, the 20.9% minority intereshe Polish companies was transferred from Gator
Investments Sp. z 0.0. to GE Real Estate, a Dublitiig company. Both of these companies are wholly
owned by General Electric Company Inc.

On 27 September 2007, GE Real Estate contribtgeshares in the Polish companies to the Company, i
exchange for 11,890 new shares with a par valleUR 1 per share. Following this contribution, as of
27 September 2007, ITR Dori held 79.1% of the gquit the Company and GE Real Estate the
remaining 20.9%.

On 29 September 2007, the General Meeting of @b#ters of the Company resolved to split the
56,890 shares with a par value of EUR 1 per shared,844,500 shares with a par value of EUR 0.02
per share.

On 10 October 2007, the General Meeting of ther&tmders of the Company resolved to issue
197,155,500 shares with a par value of 0.02 EUR. Sifare capital was paid up through a charge to the
available share premium reserve.
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Notes to the Consolidated Financial Statements

(b)

(©

Background and business of the Company (cont'd)

On 24 October 2007, the Company completed a ssitddsitial public offering of its shares on the
Warsaw Stock Exchange, having issued and sold @lion new shares at an offering price of PLN
5.75 per share, whereas ITR Dori sold 13.7 millkasting shares at an offering price of PLN 5.75 pe
share. Following the initial public offering, theo@pany had a total market capitalisation of oveNPL
1.3 billion. The Company’s shares trade under yimeb®| “RON”".

The net proceeds from the shares issued duringitied public offering on 24 October 2007 are diger

(i) the realization of the Company’s developmerangl throughout Poland, including the building of a
portfolio of real estate properties through thecpase of real estate for future projects and (i@ t
repayment of a portion of existing bank debt ararsholder loans.

The Consolidated Financial Statements of the Ro&wup as of and for the year ended 31 December
2007 are presented for comparative purposes aral hean included from 1 January 2007 reflecting the
fact that control by the Group and its owners dffety existed throughout the year ended 31 Decembe
2007 taking into account minority interests in theividual entities of the Group as per these datds
balances between the entities in the Group as @e&Etmber 2007 as well as all transactions dutieg t
year ended 31 December 2007 have been eliminated.

Brighton Tec Sp. z 0.0. ("Brighton"), a Polish camg and a wholly-owned subsidiary of ITR Dori,
which owned the Group’s investment property, waduided in the Company’s Consolidated Financial
Statements until 30 June 2007. On 26 September, 2b@7transfer of the legal ownership of the
investment property from Brighton to Ronson Develept Landscape Sp.k., a limited partnership and
part of the Group, was completed. After the sdlagsets, Brighton does not perform any operating
activities and, accordingly, is no longer consdiidbin the Consolidated Financial Statements. Qinee
acquisition of this property was completed, the efsthis property has changed — Ronson Development

Landscape Sp.k. initiated activities aimed at priegathe acquired property for development in d-rea
estate project.
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Notes to the Consolidated Financial Statements

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

(d) Detailed below are the Polish companies whose i@hrstatements have been included in these
Consolidated Financial Statements, the year ofrparation and the percentage of ownership and gotin
rights directly held by the Company as at 31 Decam2008:

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 0.0. 2002 100.0%
5. Ronson Development Metropol Sp. z o.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 0.0. 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 o.0. 2005 100.0%
13. Ronson Development Structure Sp. z 0.0. 2005 100.0%
14. Ronson Development Pozn8&p. z 0.0. 2005 100.0%
15. Ronson Development Innovation Sp. z &'. 2006 100.0%
16. Ronson Development Wroclaw Sp. z o.0. 2006 100.0%
17. Ronson Development Capital Sp. z o.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 o{&General partner, s&8 2006 100.0%
21. Ronson Development Construction Sp. z 0.0. (Limtadner, se&) 2006 100.0%
22. Ronson Development City Sp. z 0.0. (no activitie8laDecember 2008) 2006 100.0%
23. Ronson Development Village Sp. z d%. 2007 100.0%
24. Ronson Development Conception Sp. z 8o. 2007 100.0%
25. Ronson Development Architecture Sp. z o.0. 2007 100.0%
26. Ronson Development Skyline Sp. z d'. 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 &Y. 2007 100.0%
31. Ronson Development West Sp. z 6. 2007 100.0%
32. Ronson Development East Sp. z 0.0. (no activitiéd december 2008Y 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 activiie31 December 2008) 2007 100.0%
36. Ronson Development Millenium Sp. z 0.0. (no adtsiat 31 December 2008) 2007 100.0%
b. held indirectly by the Company :
1  Ronson Development Community Sp. 2007 100.0%
2 Ronson Development Estate Sp.k. (no activities @b&ember 2008 2007 100.0%
3 Ronson Development Home Sp&. 2007 100.0%
4 Ronson Development Horizon Sp.k. (no activitie8laDecember 2008} 2007 100.0%
5  Ronson Development Landscape Sk. 2007 100.0%
6  Ronson Development Town Sp.k. (no activities ab&tember 2008 2007 100.0%
7  AGRT Sp. z o.0. 2007 100.0%

The projects managed by the companies are inuastages of development ranging from being in the
process of acquiring land for development to prisj@dich are completed or near completion.

(1) The Company has the power to goverrfittaacial and operating policies of this entitydetn obtain benefits from its activities,
whereas Kancelaria Radcy Prawnego Jaroslaw Zuhirbgdits the legal title to the shares of this entit

(2) The companies above are held by Ronson Dewedat Construction Sp. z 0.0., a limited partndding a 99% interest, and
Ronson Development Sp. z 0.0., a General partridinigoa 1% interest.
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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 (“IFRS"jvall as in accordance with article 362.9 of the
Netherlands Civil Code. The Company has adoptedsthiedards and interpretations with an effective
date before 1 January 2008.

The Consolidated Financial Statements were awborby the Boards of Directors of Ronson Europe
N.V. on 11 March 2009.

The comparative figures in the Consolidated Inco&tatements been prepared by aggregating the
individual income statements of the entities in @®up for the year ended 31 December 2007 taking
into account minority interests in the individuatiges of the Group during this period. All balascand
transactions between the entities in the Group baea eliminated.

Basis of measurement

The Consolidated Financial Statements have beepaped on the historical cost basis except for
investment property which was measured at fair ezalthe methods used to measure fair values are
discussed further in notes 12 and 26.

Functional and presentation currency
Items included in the financial statements of eaatity in the Group are measured using the cuyreifc
the primary economic environment in which the entiperates (the “functional currency”).

The Consolidated Financial Statements are predeémtthousands of Polish Zloty (“PLN") which is the
Group’s functional and presentation currency. Alifjo the Company is Dutch Company, it operates
mainly in Poland.

Transactions in currencies other than the funeli@urrency are accounted for at the exchange rates
prevailing at the date of the transactions. Gaind fbsses resulting from the settlement of such
transactions and from the translation of monetagets and liabilities denominated in currenciegrmoth
than the functional currency are recognized initceme statement.

Use of estimates and judgements

The preparation of financial statements requiresnagement to make judgements, estimates and
assumptions that affect the application of accawgntpolicies and the reported amounts of assets,
liabilities, income and expenses. Actual resulty differ from these estimates.

Estimates and underlying assumptions are reviearedan ongoing basis. Revisions to accounting
estimates are recognized in the period in whichetamate is revised and in any future periodscedfi
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Notes to the Consolidated Financial Statements

2.

(@)
(i)

(ii)

Basis of preparation and measurement (cont’d)

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

. Note 12 — valuation of investment property

. Note 13 - long-term finance lease receivable
. Note 14 — utilization of tax losses

. Note 26 — valuation of financial instruments

Significant accounting policies

The accounting policies set out below have begalieap consistently in all periods presented in ¢hes
Consolidated Financial Statements.
Certain comparative amounts have been reclassdiednform with the current year’s presentation.

Basis of preparation of the consolidated finagial statements

Subsidiaries

Subsidiaries are entities controlled by the Comgp&ovntrol exists when the Company has the power to
govern the financial and operating policies of auitg so as to obtain benefits from its activitids.
assessing control, potential voting rights thatsprgly are exercisable are taken into account. The
financial statements of subsidiaries are includethé consolidated statements from the date thatao
commences until the date that control ceases.

Acquisitions from entities under common contol

Business combinations arising from transfers ¢éregsts in entities that are under the controlhef t
shareholder that controls the Ronson Group areusted for as if the acquisition had occurred at the
beginning of the earliest comparative period presewor, if later, at the date that common contrabw
established. For this purpose comparatives arategstThe assets and liabilities acquired undemoomm
control are recognized at the historical carryingpants. Any difference between the carrying valoé a
the cash paid for the acquisition is recognizeddiy in the equity.

(iif) Transactions eliminated on combination

(b)
(i)

Intra-group balances and transactions, and argalined gains and losses arising (to the extene: tise
no evidence of impairment) from intra-group trangats, are eliminated in preparing the consolidated
financial statements.

Foreign currency

Foreign currency transactions

Transactions in foreign currencies are translatetthe respective functional currencies of Groufities
at exchange rates at the dates of the transaatging:

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

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

Monetary assets and liabilities denominated ieifpr currencies at the reporting date are retraatsie
the functional currency at the exchange rate at ttae. Foreign currency differences arising on
retranslation are recognized in the income statémen
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()

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, loans and borrowingstrade and other payables.

Non-derivative financial instruments are recogdizaitially at cost plus any directly attributable
transaction costs, except as described below.

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

or substantially all risks and rewards of the adRegular way purchases and sales of financiatsasse
accounted for at trade date, i.e. the date thaGtbep commits itself to purchase or sell the as3rtincial
liabilities are derecognized if the Group’s obligas specified in the contract expire, or are disgld or
cancelled.

Cash and cash equivalents comprise cash on hahdranall deposits. Cash equivalents are short-term
highly liquid investments that readily convert tokaown amount of cash and which are subject to
insignificant risk of changes in value.

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 déepiisdor the purpose of the statement of cashdlow

Non-derivative financial instruments are classifietth one of the following categories:
Loans and receivables.

Other financial liabilities.

Loans and receivables

Loans and receivables are non-derivative finangsalets with fixed or determinable payments that are
not quoted in an active market. These are clads# current assets, provided their maturity dads n
exceed 12 months after the balance sheet date.sLaad receivables with maturities exceeding 12
months from the balance sheet date are classifiggrunon-current assets. After initial measurement,
loans and receivables are subsequently carriethattized cost using the effective interest methexs$|
any allowance for impairment. Gains and losses@egnized in the income statement when the loans
and receivables are derecognized or impaired, Hawseghrough the amortization process.

Other financial liabilities

Other financial liabilities are measured at anzedi cost using the effective interest method less a
impairment losses and are valued at amortizedraidater than at the end of the reporting period.
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(d)
(D

(ii)

(i)

(e)

Significant accounting policies (cont'd)

Property and equipment

Recognition and measurement

Iltems of property and equipment are measured stt less accumulated depreciation and impairment
losses.

Cost includes expenditures that are directlyaitable to the acquisition of the asset. The coset-
constructed assets includes the cost of matenmisdaect labor, any other costs directly attritlgato
bringing the asset to a working condition for it¢ehded use, and the costs of dismantling and remgov
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.

Repairs and renewals are charged to the incomenstait when the expenditure is incurred. Major
improvements are capitalized when incurred, progjdhat they increase the future economic benefits
embodied in the item of property and equipment.

When components of an item of property and equipirhave different useful lives, they are accounted
for as separate items of property and equipment.

Subsequent costs

The cost of replacing part of an item of propenmy equipment is recognized in the carrying amaefint
the item if it is probable that the future econorhinefits embodied within the part will flow to the
Group and its cost can be measured reliably. Thescof the day-to-day servicing of property and
equipment are recognized in the income statemeintasred.

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

The estimated useful life of property and equiptndapending on the class of asset, ranges fron73 t
years. Leased assets are depreciated over thersbbthe lease term and their useful lives. Landot
depreciated.

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

Depreciation methods, useful lives and residublesare reassessed at the reporting date. Defioadis
calculated starting from the month following thenttoin which an asset is brought into use.

Investment property

Investment property is property held either tonesental income, for capital appreciation, or both.
Investment property is measured at fair value wétty changes therein recognized in the income
statement.

Fair value is calculated annually by an indepehdmppraiser, having an appropriate recognized
professional qualification, based on active magkéetes, adjusted if necessary for any differencethé
nature, location or condition of the specific asHahis information is not available, alternativaluation
methods, such as recent prices of less active nsaike applied.

Investment property is de-recognized when disposed permanently withdrawn from use and no future

benefits are expected from its disposal. Gainsoesds on de-recognition of investment property are
recognized in the income statement for the yearith such de-recognition took place.

42



Ronson Europe N.V.

Consolidated Financial Statements for the year ende31 December 2008

Notes to the Consolidated Financial Statements

3.

(f)
(i

(ii)

(9)

Significant accounting policies (cont'd)

Leases

Finance leases — lessee accounting

Leases in which the Group assumes substantidithealkisks and rewards of ownership are classified
finance leases. Upon initial recognition, the lehasset is measured at an amount equal to the loiwer
its fair value and the present value of the mininlaase payments. Subsequent to initial recognitios,
asset is accounted for in accordance with the axtowupolicy applicable to that asset.

Finance leases — lessor accounting
The Group is the lessor of a building to a thiedtp under an agreement that is classified asandie
lease.

The gross investment in the lease equals the $uninimum lease payments less building maintenance
costs to be paid by the Group. The net investmrefihance leases represents the difference betttreen
gross investment in the lease and unearned income.

The principal portion of lease payments receiveiosequently reduces the initial net investmenthin t
finance leases.

Inventories of residential units

Inventories consist of multi-family residential testate projects to individual customers.

Inventories are measured at the lower of cost atideaalizable value. The cost of inventories ineld
expenditure incurred relating to the constructiba project. Net realizable value is the estimatelling
price in the ordinary course of business, lese#tienated costs of completion and selling expenses.

Costs relating to the construction of a projeetiacluded in inventories of residential unitdalws:

« costs incurred relating to projects or a phase pf@ect which are not available for sale (work in
progress),

« costs incurred relating to units unsold associatgl a project or a phase of a project that is latde
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,

¢) planning and design costs,

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

e) selling expenses to the extent they are reasomadplgcted to be recovered from the sale of the groje
or from incidental operations,

f) borrowing costs to the extent they are directlyitaitable to the development of the project (see
accounting policy (0)),

g) professional fees attributable to the developméttieproject,

h) construction overheads and other directly relatexisc
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(h)
(i)
(i)

(ii)

()
(i)

(ii)

Significant accounting policies (cont'd)

Trade and other receivables
Trade and other receivables are stated at amoitizgtdess impairment losses.

Equity

Share capital

Share capital includes the proceeds received ftarissue of ordinary shares on the nominal vatue i
exchange for cash or share premium.

Share premium reserve

Share premium includes the excess of proceed&/eecrom the issue of shares over the nominalevalu
of shares.

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

Impairment
Financial assets

A financial asset is considered to be impairezbjective evidence indicates that one or more eveavte
had a negative effect on the estimated future flagls 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 tssfor impairment on an individual basis. The rarimag
financial assets are assessed collectively in grthgt share similar credit risk characteristics.

All impairment losses are recognized in the incatiagement.

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

Non-financial assets

The carrying amounts of the Group’s non-finaneiséets other than investment property, inventafes
residential units and deferred tax assets, arewad at each reporting date to determine whetleze tis

any indication of impairment. If any such indicati@xists then the asset’s recoverable amount is
estimated.

An impairment loss is recognized if the carryimgoaint of an asset exceeds its recoverable amouheor
net realizable value.

The recoverable amount or the net realizable valn asset is the greater of its value in useitsrair
value less costs to sell. In assessing value intbeeestimated future cash flows are discountqudeent
value using a pre-tax discount rate that refleatsent market assessments of the time value of ynone
and the risks specific to the asset, except foenitaries of residential units which consider cost.

Impairment losses recognized in prior periodsemsessed at each reporting date for any indicati@is
the loss has decreased or no longer exists. Aniimpat loss is reversed if there has been a change
the estimates used to determine the recoverabl@rstnoo the net realizable value. An impairment lisss
reversed only to the extent that the asset’s aagrgimount does not exceed the carrying amount that
would have been determined, net of depreciatioraraortization, if no impairment loss had been
recognized.
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(k)

o

(i)

(ii)

(iii)

(iv)

(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 constauct
obligation that can be estimated reliably, and ipiobable that an outflow of economic benefitd ha
required to settle the obligation. Provisions agtedmined by discounting the expected future chstasf
at a pre-tax rate that reflects current marketssssents of the time value of money and the risksifip
to the liability.

Revenue and cost of sales
Revenue from operations includes:

Revenue from the sale of residential units

Revenues from the sale of residential units aregeized upon transfer to the buyer of the significa
risks and rewards of ownership of the residentiat (i.e. upon signing of the protocol of technical
acceptance and transfer of the key to the resmlemtiit), after a valid building occupancy permitsh
been obtained by the Group.

Advances received related to pre-sales of resiglemtits, which represent deferred income, arerdsde
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 thgtgmmethod under which total finance lease irgere
income and the excess of scheduled lease paymeaiste cost of the related assets is deferred and
amortized as income over the lease term by empiatyia effective interest rate that provides a contst
periodic rate of return on the net investment mldase.

Revenue on operating leases
Payments received under operating leases are riegedgn the income statement on a straight-linésbas
over the term of the lease.

Cost of sales
Cost of sales is recognized as a reduction of taisls capitalized to inventory based on the prigror
of residential units sold.

Construction costs relating to unsold units areitaiped as inventory within current assets, eithsr
work in progress or finished goods depending onstage of completion. Any expected loss on sale, if
any, is recognized as an expense immediately wHentified. Inventory relating to units sold is
expensed as cost of sales in the same period asléted sale.

Selling and marketing expense

Selling and marketing expense are accrued andadiapd to the value of inventory to the extentythee
directly attributable to the particular residenpabject and are reasonably expected to be recoveym

the sale of the project or from incidental openagioSelling and marketing expense which are not
capitalized are recognized in the income statemertn accrual basis.

Other income and expense, net

Other income comprises mainly revenues from reafaland and properties that are dedicated for
development. Other expenses and income are re@jinizhe income statement on an accrual basis.
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(0)

(p)

(a)

(r

Significant accounting policies (cont'd)

Finance income and expense
Finance income comprises interest income anddoreurrency gains. Interest income is recognized on
the accrual basis using the effective interest oukth

Finance expense comprises interest expense combogs and foreign currency losses.

Borrowing costs (including interest and foreigrtleange gains and losses) are accrued and capitédize
the value of inventory to the extent they are diyeattributable to the construction of residentialits.
These costs are recognized in the income stateowentthe estimated duration of the loan, excephéo
extent that they are directly attributable to camgion. Debt issuance expenses, as well as @tiNity
taxes on loans between sister companies, reprasaadjustment to the effective interest rate. Baimg
costs which are not capitalized are recognizedhim ihcome statement using the effective interest
method.

Income tax expense

Income tax expense comprises current and deféasedncome tax expense is recognized in the income
statement.

Current tax is the expected tax payable on thald@xincome for the year, using tax rates enacted o
substantively enacted at the reporting date, andaaljustment to tax payable in respect of previous
years. Current tax expense is calculated accorditgx regulations in effect in the jurisdictionwhich

the 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 paoses,
and for tax losses carried forward, except forithigal recognition of assets or liabilities in @bsaction
that is not a business combination and that affeeither accounting nor taxable profit. Deferrexl i&
measured at the tax rates that are expected tpiec to the temporary differences when they reser
based on the laws that have been enacted or stibstpenacted by the reporting date.

The principal temporary differences arise primadly differences in the timing of revenue recognmitio
for accounting and tax purposes, fair value adjasts)on investment property, accruals and finance
income/expense. In addition, there are tax losaey-forwards.

A deferred tax asset is recognized only to thergxhat it is probable that future taxable psofitill be
available against which the asset can be utiliZgédeach balance sheet date deferred tax assets are
reduced to the extent that it is no longer probdime the related tax benefit will be realized.

Segment reporting

A segment is a distinguishable component of theu@rthat is providing products or services within a
particular economic environment (geographical sedjneor providing related products or services
(business segments) which is subject to risks amdnds that are different from those of other sagme
The Group’s primary format for segment reportingbiased on geographical segments, while the
secondary format is business segment.

Earnings per share

The Group presents basic and diluted earningsshare (EPS) data for its ordinary shares. The
computations of the basic earnings per share degndimed on the basis of the weighted average numbe
of shares outstanding during the year. The dil@arhings per share are determined by adjusting the
income statement attributable to ordinary sharedrsldand the weighted average number of ordinary
shares outstanding for the effects of all dilugpaential ordinary shares, which comprise shar@ogt
granted and rights to obtain shares by employees.
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(s)

(1)

(u)

v)

Significant accounting policies (cont'd)

Share options granted

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

and other employees as at the grant date is resedjris 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 amotetognised as an expense is adjusted to reflect th

actual number of share options that vest.

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

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

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

Consolidated Statement of Cash Flow

Net finance expense that recognized in the Corelel Income Statement as well as net finance
expense capitalized to work in progress, recognizdtie Consolidated Statement of Cash Flows as
operating activity.

Short-term bank deposits - collateralized recoghinethe Consolidated Statement of Cash Flows as
investing activities on the net basis.

Changes in finished goods represent the Decreasedéise) finished goods excluding the amounts
transferred from work in progress. Changes in wiorlprogress represent the Decrease/(increase)
work in progress excluding the amounts transfetodihished goods.

Reclassification of comparative figures

In order to conform the presentation of the corafpee figures, the Consolidated Financial Statesent
for the year ended 31 December 2007, to the Catadeli Financial Statements for the year ended 31
December 2008. The Group changed presentationroé dmancial data in the Consolidated Balance
Sheet, Consolidated Income Statement and Consatidatatement of Cash Flows as compared to its
presentation in the published Annual Report fonythar ended 31 December 2007. And they summarized
as follows:

In the Consolidated Balance sheet Short-term deposollateralized are disclosed separately ftbm
“Trade and other receivables”. Furthermore, incdmereceivables and payables are shown separately
from “Trade and other receivables” and “Trade atigtopayables”, respectively.

In the Consolidated Income Statement “Selling andrketing expenses” and “Other operating
income/(expenses)” are presented separately froamiiAistrative expenses”.

In the Consolidated Cash Flows cash flows arifiiog taxes on income and adjustments of the nettres
for the income taxes are disclosed separately, flasfs from interest received and paid as well as
adjustments relating to interests in the net casld in operating activities are shown separateallycaish
flows from change in short-term deposits — collaieed are presented as cash flow from investing
activities.
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(w)

Significant accounting policies (cont'd)

New standards and interpretations not yet adated

A number of new standards, amendments to standamdisnterpretations, are not yet effective for the
year ended 31 December 2008, and have not beeredppl preparing these Consolidated Financial
Statements:

Revised IAS IPresentation of Financial Statemeriedfective from 1 January 2009). The revision of
IAS 1 is aimed at improving users' ability to ars#yand compare the information given in financial
statements. The changes made are to require infiomia the financial statements to be aggregated
on the basis of shared characteristics and to dotte a statement of comprehensive
income. The Group has not yet completed its armalp$i the impact of revised IAS 1 on the
consolidated financial statements.

IFRS 8 Operating Segmentgffective for annual periods beginning on or mfteJanuary 2009).
The Standard requires that segment informationldhmeipresented and disclosed based on the basis
of components that management monitors in makirginless decisions. Operating segments are
components of an entity about which separate fi@hncformation is available that is evaluated
regularly by the chief operating decision makerdeciding how to allocate resources and in
assessing performance. The Group has not yet ctadpits analysis of the impact of IFRS 8 on
the financial statements.

IAS 23 (Revised) Borrowing Costéeffective from 1 January 2009). The revised Saaddwill
require the capitalization of borrowing costs tiedate to assets that take a substantial peridichef

to get ready for use or sale. Revised IAS 23 vall constitute a change in accounting policy, as the
Group already capitalizes borrowing costs to inegnt

IFRIC 13 Customer Loyalty Programmésffective for annual periods beginning on or aftejuly
2008). The Interpretation explains how entitieg tirant loyalty award credits to customers who buy
other goods or services should account for theligations to provide free or discounted goods or
services (‘awards’) to customers who redeem thasard credits. Such entities are required to
allocate some of the proceeds of the initial salthe award credits and recognize these proceeds as
revenue only when they have fulfilled their obligas. The Group does not expect the Interpretation
to have any impact on its financial statements.

IFRS 3(Revised) Business Combinatigiesfective for annual periods beginning on or afteJuly
2009). The scope of the revised standard has breadéned (some business combinations excluded
from the previous version of the standard have bresin excluded from the scope of the revised
IFRS 3). A definition of a business has been alténeorder to be more precise. The definition of
contingent liabilities capable of being recognisedhe business combination has been narrowed.
Transaction costs are no longer included in thé obshe combination. Rules of recognition of
contingent consideration have been modified (tovialue measurement). Non-controlling (minority)
interests may be measured at fair value. IFRS®igyet) relevant to the Group’s operations, as
none of the Group entities has been engaged imé&ssicombinations.

Amendments to IAS 27Tonsolidated and Separate Financial Statemdpefective for annual
periods beginning on or after 1 July 2009). Intielawith the revised IFRS 3 (above), the changes
introduced to IAS 27 include the following: changédéfinition of non-controlling (minority)
interests; regulation of recognition and measurd¢noériransactions with non-controlling interests
while retaining control; changed recognition andasweement of loss of control. Amendments to
IAS 27 are not expected to have an impact on thealmlated financial statements.
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(w) New standards and interpretations not yet adated

.« Amendments to IFRS 3hare-based PaymenBayment — Vesting Conditions and Cancellations
effective for annual periods beginning on or aftefanuary 2009) clarifies the definition of vesting
conditions, introduces the concept of non-vestiagditions, requires non-vesting conditions to be
reflected in grant-date fair value and provides dloeounting treatment for non-vesting conditions
and cancellations. The amendments to IFRS 2 wilob® mandatory for the Group’s 2009
consolidated financial statements, with retrospectipplication. The Group has not yet determined
the potential effect of the amendment.

.« Amendments to IAS 3Financial Instruments Presentaticend IAS 1Presentation of Financial
Statements Puttable Financial Instruments and ObligationisiAg on Liquidation requires puttable
instruments, and instruments that impose on thigyeart obligation to deliver to another party a pro
rata share of the net assets of the entity onlyfiguidation, to be classified as equity if certain
conditions are met. The possible impact of the amamts, which become mandatory for the
Group’s 2009 consolidated financial statementsh wétrospective application required, are not yet
examined by the Company.

. IFRIC 15"Agreements for the Construction of Real Estdtke interpretation was issued on 3 July
2008 and is effective for annual period beginning ar after 1 January 2009. It provides the
guidance on revenue recognition and recognitiorelated expense by the entities that undertake the
construction of real estate directly or through cariractors. The Group does not expect the
Interpretation to have any impact on its finanstatements.

4. Determination of fair values

A number of the Group’s accounting policies anstltisures require the determination of fair valoe f
both financial and non-financial assets and litibi Fair values have been determined for measmem
and/or disclosure purposes based on the methodslzkxs in the respective note specific to that sse

liability: investment property (see note 12) anaqaerivative financial instruments (see note 26).
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5.

Segment reporting

Segment information is presented in respect ofGheup’s geographical segments (primary segments).
The Group operates principally in one business saginthe development and sale of residential units
(“Residential”). Since all of the Group’s activieexhibit substantially identical characteristiaf, of
them are aggregated into one business segmen®& Bairing 2007, the Group had also realised income
and recorded expenses in the business segmentl Réoffice space ("Rental”) which is shown in the
Segment report for the year ended 31 December 2007.

Inter-segment pricing is determined on an arm'gith basis.
Segment results, assets and liabilities incluel@st directly attributable to a segment as welhasé that
can be allocated on a reasonable basis. Unallodat®d comprise head office expenses and income tax

assets and liabilities.

Segment capital expenditure is the total cost riecl during the period to acquire property and
equipment, and intangible assets other than gobdwil

Geographical segments
The Group operates in four geographical segments:

« Warsaw
« Pozna
« Wroctaw

. Szczecin

The most developed geographical segment is the aWansarket, in which the Group has completed
several residential projects. In the other geogrgptsegments, the Group has not completed any
project.

Data presented in the table below are based ogetbgraphical location of the Group’s companiestaed
assets.

In thousands of Polish Zlotys (PLN)

For the year ended 31 December 2008

Warsaw Poznai Wroctaw Szczecin Unallocated Eliminations Total

Total external revenues 77,347 77,347
Segment result 31,227 (652) 147 (24) - 30,698
Unallocated result - (12,375) (12,375)
Result from operating activities 31,227 (652) 147 24) (12,375) 18,323
Net finance income 1,198
Income tax expense (4,380)
Profit for the period 15,141
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5. Segment reporting (cont'd)

In thousands of Polish Zlotys (PLN) As at 31 December 2008
Warsaw Poznai Wroctaw Szczecin Unallocated Eliminations Total
Segment assets 349,790 168,557 71,595 58,326 - - 648,268
Unallocated assets - - - - 8,753 - 8,753
Total assets 349,790 168,557 71,595 58,326 8,753 - 657,021
Segment liabilities 207,244 114,787 18,579 16,772 - - 357,382
Unallocated liabilities - - - - 10,156 - 10,156
Total liabilities 207,244 114,787 18,579 16,772 186 - 367,538
Capital expenditure - - - - 500 - 500
Depreciation 240 - - - 275 - 515
In thousands of Polish Zlotys (PLN) For the year ended 31 December 2007
Warsaw Pozna Wroctaw Szczecin Unallocated Eliminations Total

Total external revenues

Residential 129,139 - - - - - 129,139

Rental 449 - - - - R 449
Total segment revenue 129,588 - - - - - 129,588
Segment result

Residential 57,267 (131) (132) (76) - - 56,928

Rental (54) - - - - - (54)
Unallocated result - - - - (6,546) - (6,546)
Result from operating activities 57,213 (131) (132) (76) (6,546) - 50,328
Net finance income 165
Income tax expense (10,217)
Profit for the period 40,276
In thousands of Polish Zlotys (PLN) As at 31 December 2007

Warsaw Poznai Wroctaw Szczecin Unallocated Eliminations Total

Segment assets
Residential 283,707 129,054 73,190 59,825 - - 55,7
Rental - - - - - - -
Unallocated assets - - - - 52,748 - 52,748
Total assets 283,707 129,054 73,190 59,825 52,748 - 598,524
Segment liabilities
Residential 202,173 82,806 21,907 3,883 - - 310,769
Rental - - - - - - -
Unallocated liabilities - - - - 15,782 - 15,782
Total liabilities 202,173 82,806 21,907 3,883 15278 - 326,551
Capital expenditure - - - - 219 - 219
Depreciation 240 - - - 269 - 509
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6. Revenue

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Sale of residential units 77,347 129,139
Rental revenue - 449
Total revenues 77,347 129,588

7. Administrative expenses

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Personnel expenses (see note 8) 6,157 2,959
External services 4,022 3,181
Share-based payment transactions (see note 19(c)) 2,349 806
Materials and energy 532 900
Depreciation 515 509
Taxes and charges 254 621
Other 230 380
Total administrative expenses 14,059 9,356

8. Personnel expenses

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Wages and salaries 5,280 2,443
Social security and other benefits 877 516
Total 6,157 2,959
Average number of personnel employed 45 35
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9. Finance income and expense

For the year ended 31 December 2008

Total Amount Recognized in the
In thousands of Polish Zlotys (PLN) amount capitalized income statement
Interest income on bank deposits 2,365 339 2,026
Foreign exchange gain 264 - 264
Other finance income 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)/income (18,475) (19,673) 1,198
For the year ended 31 December 2007

Total Amount Recognized in the
In thousands of Polish Zlotys (PLN) amount capitalized income statement
Interest income on bank deposits 1,342 452 890
Foreign exchange gain 32 - 32
Interests on granted loans 399 - 399
Finance income 1,773 452 1,321
Interest expense on financial liabilities
measured at amortized cost (10,194) (9,299) (895)
Foreign exchange loss (188) - (188)
Commissions and fees (724) (651) (73)
Finance expense (11,106) (9,950) (1,156)
Net finance (expense)/income (9,333) (9,498) 165
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10. Income tax expense/(benefit)

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Current tax expense

Current period 11,623 1,971
Adjustment in respect of prior periods (20) -
Total current tax expense 11,603 1,971

Deferred tax expense

Origination and reversal of temporary differences (3,115) 11,229
Benefit of tax losses recognized (4,108) (2,983)
Total deferred tax (benefit)/expense (7,223) 8,246
Total income tax expense 4,380 10,217

Reconciliation of effective tax rate

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Profit for the period 15,141 40,276
Total income tax expense 4,380 10,217
Profit excluding income tax 19,521 50,493
Expected income tax using the Polish tax rate (19% 3,709 9,594

Tax effect on:

Effect of Netherlands tax rates 28 (21)

Change in unrecognized temporary differences over-

provided in prior periods (20) (103)

Non-deductible expenses 549 255
Losses for which no deferred tax asset was rezedni 553 82
Recognition of previously unrecognized differex éssets (110) -

Other differences (329) 410
Tax charge for the period 4,380 10,217
Effective tax rate 22.4% 20.2%
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11.

12.

Property and equipment

For the year ended 31 December 2008 2007

In thousands of Polish Zlotys (PLN)

Cost or deemed cost

Balance at 1 January 1,458 626
Transfer from inventories 290 430
Excluding the fixed assets of Brighton Tec Sp.@ o.

from the consolidation - (39)

Additions 500 441
Disposals (96) -

Closing balance 2,152 1,458

Depreciation and impairment losses

Balance at 1 January 651 142
Depreciation for the period 515 509
Disposals (31) -
Closing balance 1,135 651

Carrying amounts
At 1 January 807 484

Closing balance 1,017 807

Impairment loss
In the years ended 31 December 2008 and 31 Dec&tib& the Group did not recognize any
impairment loss with respect to Property and eqeipim

Investment property

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Cost

Balance at 1 January - 7,810
Transfer to inventories - (7,810)

Closing balance - -

Fair value adjustment
Balance at 1 January - 36,490
Transfer to inventories - (36,490)

Closing balance - -

Fair value
At 1 January - 44,300

Closing balance - -
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12. Investment property (cont’d)

Until 26 September 2007, Investment property inetugroperties held for long-term rental yields and
capital appreciation, and were not occupied by@Gheup. The investment property consisted of a plot
land in Warsaw (Klobucka Street) held based on rpgigal usufruct right of land and a number of
buildings and warehouses located on this land ithgiart were leased to third parties under lease
agreements with an indefinite term subject to egkmonth notice period for termination.

Investment property was valued at fair value deteech annually by an independent appraiser, having
an appropriate recognized professional qualificatizased on current prices on an active market.

On 26 September 2007, the legal ownership of thesiment property was transferred from Brighton
Tec Sp. z 0.0. a wholly-owned subsidiary of ITR DB1V. to Ronson Development Landscape Sp.k.,
a limited partnership, which is part of the GroAg.a result of the sale of the property, Brightat Sp.

z 0.0. does not perform any operating activity amals excluded from the consolidated financial
statements as of the year ended 31 December 2007.

After the acquisition of this property, the usetbis property has changed — Ronson Development
Landscape Sp.k. initiated activities aimed at priegathe acquired property for development in d-rea
estate project.

Revenue recognized and costs incurred relatingeadrvestment property during the period ended 31
December 2008 and 31 December 2007, are summéniziee table below:

Rental income Cost
For the year ended 31 December 2008 2007 2008 2007
In thousands of Polish Zlotys (PLN)
Klobucka - 449 - 601
Total - 449 - 601

13. Long-term finance lease receivable

The Group is a lessor under finance lease arrangeamgler which it leases an office building and the
land adjacent to the building in Warsaw to a tipedty.

Finance lease receivables as at 31 December 2@B¢cumrent and current, and their ageing are
presented in the table below:

Less than Between More than
In thousands of Polish Zloty (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

Finance lease receivables as at 31 December 2@bcumrent 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 80 321 882 1,283
Unearned interest income (21) (108) (564) (693)
Total 59 213 318 590
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14. Deferred tax assets and liabilities

Recognized deferred tax assets and liabilities

Deferred tax assets and liabilities as at thertrégg and end of the financial periods are attablé to the

following:
Opening Recognized Closing
balance 01 in the balance 31
January income December
In thousands of Polish Zlotys (PLN) 2008 statement 2008
Deferred tax assets
Interest liabilities 514 481 995
Tax losses carried forward 5,865 4,108 9,973
Other 150 76 226
Total deferred tax assets 6,529 4,665 11,194
Deferred tax liabilities
Difference in timing of revenue recognition on
the sale of residential units for accountangl tax purposes 10,374 (6,244) 4,130
Accrued and capitalized interest 3,409 3,330 6,739
Other 1,147 356 1,503
Total deferred tax liabilities 14,930 (2,558) 12,372
Total deferred tax benefit (see Note 10) 7,223
Deferred tax assets 6,529 11,194
Deferred tax liabilities 14,930 12,372
Offset of deferred tax assets and liabilities fatividual companies (5,181) (9,045)
Deferred tax assets reported
in the balance sheet 1,348 2,149
Deferred tax liabilities reported
in the balance sheet 9,749 3,327
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14. Deferred tax assets and liabilities (cont’d)

Opening Closing
balance Recognized Exclusion of balance
01 in the a subsidiary 31
January income from December
In thousands of Polish Zloty (PLN) 2007 statement consolidation 2007
Deferred tax assets
Foreign exchange rate differences 6 (6) - -
Interest liabilities 89 546 (121) 514
Tax loss carry forwards 3,836 2,983 (954) 65,8
Other - 150 - 150
Total deferred tax assets 3,931 3,673 (1,075) 6,529
Deferred tax liabilities
Difference in timing of revenue recognition b tsale
of residential units for accounting and taxgmses 2,161 8,213 - 10,374
Fair value gain on investment property 6,933 - (6,933) -
Foreign exchange differences 194 (194) - -
Accrued and capitalized interest 600 2,809 - 3,409
Other 56 1,091 - 1,147
Total deferred tax liabilities 9,944 11,919 (833) 14,930
Total deferred tax expense (see Note 10) (8,246)
Deferred tax assets 3,931 6,529
Deferred tax liabilities 9,944 14,930
Offset of deferred tax assets and liabilities fatividual
companies (1,181) (5,181)
Deferred tax assets reported
in the balance sheet 2,750 1,348
Deferred tax liabilities reported
in the balance sheet 8,763 9,749

Unrecognized deferred tax liabilities

There are no unrecognized deferred tax liabilities

Unrecognized deferred tax assets

A deferred tax asset is recognized only to thermtxthat it is more likely than not that future ahle
profits will be available against which the assat @e utilized. Unrecognized deferred tax assdasere

primarily to tax loss carry-forwards, which are nminsidered probable of realization prior to their
expiration.
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14. Deferred tax assets and liabilities (cont’d)

Realization of deferred tax assets

In assessing the realizability of deferred taxetsssamanagement considers whether it is more litteln

not that some portion or all of the deferred tagess will not be realized. The ultimate realizatafn
deferred tax assets is dependent upon the gerneratifuture taxable income during the periods in
which those temporary differences become deductM&nagement considers the scheduled reversal of
deferred tax liabilities, projected future taxalieome, and tax planning strategies in making this
assessment. In order to fully realize the deferiaed asset (before offsetting against deferred tax
liability), the Group will need to generate futuexable income of approximately PLN 58,916 thousand
Taxable profit realized by the Group companies amwaito PLN 66,354 thousand for the year ended
31 December 2008. Based upon the level of histioidsa@ble income and projections for future taxable
income over the periods in which the deferred &sets are deductible, management believes it i8 mor
likely than not that the Group will realize the lbéits of these deductible differences. The amotithe
deferred tax asset which is considered realizaioleld however be reduced in the near term if eséma
of future taxable income during the tax loss cdonward period are reduced.

Tax losses in Poland are required to be utilizethimw 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 requiredetaitilized within 9 years following the period in
which they originated.

Movement in unrecognized deferred tax assets

Unrecognized deferred tax assets in Poland

Balance Exclusion Brighton Balance Balance
01 Tec from the 31 31
January Combined financial  December December
In thousands of Polish Zlotys (PLN) 2007  Additions Recoghnition statements 2007 Additions 2008
Tax losses 1,051 10 (71) (990) - 553 553
Total 1,051 10 (71) (990) - 553 553

Unrecognized deferred tax assets in the Nethedan

Balance 01 Balance 31 Balance 31
January 2007 Additions December 2007 Additions December 2008
In thousands of Polish Zlotys ~ PLN EUR PLN EUR PLN EUR PLN EUR PLN EUR
Tax losses - - 2,819 787 2,819 787 1,195 175 014, 962
Total - - 2,819 787 2,819 787 1,195 175 4,01 962
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14. Deferred tax assets and liabilities (cont’d)
Tax losses carry forward

Tax losses carry forward in Poland

As 31 December 2008 2007
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 2003 carried forward - - - 479 - 479
Tax loss 2004 carried forward 489 897 1,386 1,512 - 1,512
Tax loss 2005 carried forward 781 347 1,128 1,569 - 1,569
Tax loss 2006 carried forward 6,549 1,013 7,562 427D, - 9,427
Tax loss 2007 carried forward 15,166 402 15,568 ,883 - 17,883
Tax loss 2008 carried forward 29,504 250 29,754 - - -
Total tax losses carried forward 52,489 2,909 55,89 30,870 - 30,870
Tax losses carry forward in the Netherlands
As 31 December 2008 2007
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 - 787 787 - 787 787
Tax loss 2008 carried forward - 175 175 - - -
Total tax losses carried forward - 962 962 - 787 787
As 31 December 2008 2007
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 - 3,284 3,284 - 9,81 2,819
Tax loss 2008 carried forward - 730 730 - - -
Total tax losses carried forward - 4,014 4,014 - 2,819 2,819
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15. Inventories of residential units

For the year ended 31 December 2008:

Opening  Transferred Closing
balance 01 to finished balance 31
In thousands of Polish Zlotys (PLN) January 2008 units Additions December 2008
Expense for land purchases 367,635 (4,639) 45,102 408,098
Construction costs 40,018 (15,415) 82,992 107,595
Planning and permits 4,789 (701) 9,539 13,627
Borrowing costg’ 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
Opening  Transferred Recognized Closing
balance 01 fromworkin inthe income balance 31
In thousands of Polish Zlotys (PLN) January 2008 progress statement December 2008
Finished units 29,177 23,632 (41,941) 10,868
Total inventories of residential units 457,774 577,010
For the year ended 31 December 2007:
Opening  Transferred Closing
balance 01 to finished balance 31
In thousands of Polish Zlotys (PLN) January 2007 units Additions December 2007
Expense for land purchases 131,559 (16,178) 252,254 367,635
Construction costs 29,290 (62,965) 73,693 40,018
Planning and permits 3,157 (2,073) 3,705 4,789
Borrowing costg’ 4,874 (3,021) 9,498 11,351
Other 1,452 (1,128) 4,480 4,804
Work in progress 170,332 (85,365) 343,630 428,597
Opening  Transferred Recognized Closing
balance 01 fromworkin inthe income balance 31
In thousands of Polish Zlotys (PLN) January 2007 progress statement December 2007
Finished units 12,588 85,365 (68,776) 29,177
Total inventories of residential units 182,920 457,774

(*) Borrowing costs capitalized to the value of int@ry with capitalization rates as presented irerfoand note 22.

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

As at 31 December 2008 2007

In thousands of Polish Zlotys (PLN)

Balance sheet value of inventory 437,248 272,987
Amount of secured bank loans 225,133 187,575

For information about future commitments to theegahcontractor for construction services, see B@te
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16. Trade and other receivables

17.

As at 31 December 2008 2007

In thousands of Polish Zlotys (PLN) Note

Value added tax (VAT) receivables 16,716 30,273
Prepayments for current assets 1,270 404
Trade receivables 978 2,060
Trade receivables from related parties 28 45 2,606
Advances for inventories of residential units - 9,081
Other receivable8 12,400 -
Total 31,409 64,424

(*) Ronson Development West Sp. z 0.0, (“R.D. Westhcluded in June 2007 a preliminary sale and @seh
agreement regarding four plots of land in Pdz(egreed total value amounting to PLN 62 milliofijie seller has
not fulfilled conditions required to conclude trangon, and currently R.D. West is in dispute regaydhe advance
payment amounting to PLN 12.4 million paid to tledles. The claim of R.D. West is well secured andudes
submission of the seller to the enforcement proogeander par 777 of Polish Civil Proceeding Code miadtgage
on the land (which was subject of the said tramsayrtp to PLN 24.8 million.

As at 31 December 2008 and 31 December 2007, ringpGad no allowance for doubtful debts.

As at 31 December 2008, receivables denominatefbragign currencies were insignificant. As at 31
December 2007, receivables denominated in foreigrencies included Trade receivables from related
parties denominated in Euro amounting to PLN 2606sand (EUR 728 thousand).

Cash and cash equivalents

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

As at 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Cash at bank and in hand 18,223 31,829
Short-term deposit 21,100 40,000
Cash and cash equivalents 39,323 71,829

Cash at bank earns interest at floating rates basethily bank deposit rates. As at 31 DecembeB200
and 31 December 2007 the Group held deposits amguitt PLN 13,859 thousand and PLN 24,556
thousand, respectively, in overnight deposits ¢#aah interest rates that vary between 2.3% - 4.5%.
Short-term deposits have a duration varying betwesa day and three months depending on the
immediate cash requirements of the Group, and ieterest at the respective short-term deposit riduats
vary between 5%-6%.

For information about the fair value of cash anshcaquivalents see note 26.
For information about the pledge over banks acsseé note 22.

18. Short-term bank deposits - collateralized

Short-term bank deposit — collateralized, are belderve as collateral for repayment of interekited to
the credit facilities provided to a subsidiary. Tihterest rates earned on these deposits vary 2t0f% to
2.8% on an annual basis.

For information about the fair value of short-tdsamk deposits - collateralized see note 26.
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19. Shareholders’ equity

A. Share capital

The authorized share capital of the Company cansisi800,000,000 shares of EUR 0.02 par value
each. The number of issued and outstanding ordishayes as at 31 December 2008 amounted to
226,966,666 (as at 31 December 2007: 226,666,68@sh

On 24 June 2008, the Company issued 300,000 newaoydshares with a nominal value of EUR 0.02
each, to Mr. Dror Kerem, the former President o tlanagement Board and the former Chief
Executive Officer of the Company. The shares weseiéd to Mr. Dror Kerem at nominal value for a
total amount of EUR 6 thousand (PLN 20 thousandadnordance with the rights to shares in the
Company granted to Mr. Dror Kerem in 2007.

For the incorporation details and further histdrlzackground of the Company, see note 1 (a).
B. Share premium reserve

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Balance at the beginning of the year 215,105 -
Net contribution in kind of assets and liabilitigs - 91,878
Net contribution in kind of assets - 20,084
Exclusion of a subsidiary from consolidatién - (22,360)
Capital payment - 700
Issue of new shares in exchange of share prenggerve - (14,772)
Net proceeds of new shares issued in excess obpa® - 139,575
Balance at the end of the year 215,105 215,105

(1) Following the incorporation of the Company, tme shareholder and founder of the Company, ITRi,Dor
assigned and contributed to the Company, on 29 200¢, its shares and rights to shares in 36 Pobshpanies,
which amounted to PLN 105,810 thousand as well &abdlity under a loan agreement between ITR Daoril a
Ronson Development Residential Sp. z 0.0., one oPtiish entities in which the shares were transteto the
Company. The principal amount under the loan agreemtwhich the liability was contributed plus aced
interest as at 29 June 2007, amounted to PLN 13lg&&and.

(2) As part of the process of combining the RonGooup activities under Ronson Europe, GE Real Estaige a
contribution in kind of its shares held in certdolish Ronson subsidiaries, which amounted to PLN&D
thousand.

(3) Excluding Brighton Tec from the consolidation:

Initially, Brighton Tec owned the land at Klobuck&e®t in district Mokotéw in Warsaw. On 26 Septempe07
the land was sold to Landscape, a wholly-owned idigrg of the Company. Subsequently, the Group ckése
consolidate Brighton Tec (for more information segenl(c)).

(4) This represents the proceeds above par fromirthial public offering after deducting an amount

PLN 11,814 thousand representing the total cogiscilly attributed to the initial public offering.h®se costs
represent mainly underwriters’ legal, advisory @edounting fees, and costs related to the initiddlip offering

road show, related public relations and marketing.
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19. Shareholders’ equity (cont’d)
C. Share-based payments

During the fourth quarter of 2007, a new long¥teéncentive plan (the “Plan”) was implemented. The
persons eligible for participation in the Plan #dre employees of the Group, including the membérs o
the Management Board. Under the Plan, share opsimngranted to members of the Management Board
and selected employees. The exercise price of taeteg options is determined by the Supervisory
Board on the date of granting the share optionsshatl not be less than the fair market value attitne

of the grant of the options. Options are conditimrathe employee being employed or Board members
being in office at the time the options are exetuis (vesting period) and can only be settled aresh
Options granted shall vest over three and five gjeamne third and one fifth in each year after oeary
from the date of grant, 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. ©#liove total, 700,000 options will vest over &é¢hr
year period and the remaining 1,200,000 optionkweit over five years, while having an optionahie

of five and seven years, respectively. The latigions 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 2008, the selemgployees that joined the option programme
(granted in 2007) had not exercised any of thefioop. Following the resignation of key management
employees during 2008, a total of 1,114,000 optiwese cancelled. The details regarding the number o
the options outstanding as of 31 December 2008rangded below:

Number of options

Vesting dates Granted Exercised Cancelled Outstanding

5 November 2008 473,333 - (50,000) 423,333
5 November 2009 473,333 - (244,000) 229,333
5 November 2010 473,334 - (340,000) 133,334
5 November 2011 240,000 - (240,000) -

5 November 2012 240,000 - (240,000) -

Total 1,900,000 - (1,114,000) 786,000

The weighted average fair value of options grime?007 using the Black-Scholes valuation modas$ w
approximately PLN 2.75 per option. The significarguts into the model were a weighted average share
price of PLN 5.75 at the grant date, the exercig@epgmentioned above, volatility of 50%, divideniglg

of 0%, an option life of five years and seven ygansannual risk free rate of 6% and estimatioh 70&b6

from the employed will implement the options.

The cost impact of the share-based payment ofirtaiecial statements of the Company was an expense
of PLN 1,155 thousand for the year ended 31 Dece®@8 (year ended 31 December 2007: PLN 275
thousand) recognized in the income statement withreesponding increase in equity.

In addition, Mr. Dror Kerem, the former Presidarftthe 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 grant@dvir. Dror Kerem was an expense of PLN 1,194
thousand for the year ended 31 December 2008 @mraded 31 December 2007: PLN 531 thousand)
which has been recognized in the income statemigmtarcorresponding increase in equity.
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20. Net earnings per share
A. Basic and diluted earnings per share

Weighted average number of ordinary shares (basic):

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Net income (PLN thousands) attributable to the tgqui

holders of the parent company 15,141 38,903
Balance at beginning of the period 226,666,666 -
Effect of new shares issued during the period 1656, 100,265,099
Weighted average number of ordinary shares (basic) 226,822,830 100,265,099
Basic earnings per share 0.07 0.39

Weighted average number of shares (diluted):

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Net income (PLN thousands) attributable to the tgqui

holders of the parent company 15,141 38,903
Weighted average number of ordinary shares (basic) 226,822,830 100,265,099
Effect of right to obtain shares 143,836 110,870
Effect of shares options on issue 1,347,578 72,17
Weighted average number of ordinary shares (dilutell 228,314,244 101,078,143
Diluted earnings per share 0.07 0.39
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20. Net earnings per share (cont'd)
B. Proforma data

For comparison purposes, the calculation of mdand diluted earnings per share for the yede@d31
December 2008 and for the year ended 31 Decemitiat 20 shown below takes into consideration the
number of shares issued since the incorporaticthe@fCompany on 18 June 2007. For this pro forma
data, the issuances of the incorporation sharesohtite shares paid out of the share premium reserv
during 2007 are assumed to have taken place ds jmruary 2007.

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Net income (PLN thousands) attributable to the tyqui
holders of the parent company 15,141 38,903

Weighted average number of shares for calculatasich
earnings per share 226,822,830 173,703,927

Basic earnings per share 0.07 0.22

Weighted average number of shares for calculatiluged
earnings per share 228,314,244 174,113,790

Diluted earnings per share 0.07 0.22

21. Minority interests

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Balance at the beginning of the year - 18,711
Minority interests profits of consolidated subsriba - 1,373
Net contribution in kind of assefts - (20,084)

Balance at the end of the year - -

(*) On 27 September 2007, GE Real Estate (the ntinshareholder) assigned and contributed its stardgights
in 34 Polish companies in exchange for 11,890 neares with a par value of EUR 1 per share that geali
GE Real Estate with 20.9% of the Company total sheBésce that date there is no minority interestthie

Company'’s subsidiaries
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22. Loans and borrowings
Information about the contractual terms of theu@r's interest-bearing loans and borrowings isqmesd
in the table below. For more information about@reup’s exposure to interest rate and foreign cuye

risk, see note 29.

As at 31 December 2008 2007

In thousands of Polish Zlotys (PLN)

Non-current liabilities

Loans from related parties 57,619 55,477
Secured bank loans 86,548 90,192
Total non-current liabilities 144,167 145,669

Current liabilities

Loans from related parties - 7,792
Secured bank loans 138,585 97,383
Total current liabilities 138,585 105,175

Terms and debt repayment schedule
Terms and conditions of outstanding loans ar@ksais:

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 0.0. PLN 6% 2011 10,338 957 - 11,295
Subtotal (related parties) 52,948 4,671 - 57,619
WIBOR 1M +
Bank Loans PLN Bank's margif? 2009 79,320 281 (935) 78,666
WIBOR 3M +
Bank Loans PLN Bank's margif? 2009 59,963 188 (231) 59,920
WIBOR 1M +
Bank Loans PLN Bank's margif! 2010 17,150 94 (67) 17,177
WIBOR 3M +
Bank Loans PLN Bank's margif? 2010 69,483 - (113) 69,370
Subtotal (Bank) 225,916 563 (1,346) 225,133
Total 278,864 5,234  (1,346) 282,752

(*) Not disclosed for commercial reasons.
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22. Loans and borrowings (cont’d)

Loans as at 31 December 2007:

Nominal Year of Accrued Bank Carrying
In thousands of Polish Zlotys (PLN) Currency interest rate _maturity  Capital interest charges value
Gator Investments Sp. z 0.0. PLN 6% 2008 7,616 176 - 7,792
Jeruzalem Finance Company B.V. PLN 6% 2011 42,610 2,014 - 44,624
Gator Investments Sp. z 0.0. PLN 6% 2011 10,339 514 - 10,853
Subtotal (related parties) 60,565 2,704 - 63,269
WIBOR 1M +
Bank Loans PLN Bank's margif 2008 25,595 - (44) 25,551
WIBOR 3M +
Bank Loans PLN Bank's margif? 2008 71,788 - (338) 71,450
WIBOR 1M +
Bank Loans PLN Bank's margif? 2009 46,085 - (513) 45,572
WIBOR 3M +
Bank Loans PLN Bank's margif} 2009 45,562 - (560) 45,002
Subtotal (Bank) 189,030 - (1,455) 187,575

Total 249,595 2,704  (1,455) 250,844

(*) Not disclosed for commercial reasons.

For the bank loans the following collateral was igen:

» Ordinary and floating mortgages on real estatensée 15.

» Pledge over bank accounts up to the amounts/instague that amounted to PLN 10,974 thousand
and PLN 4,363 thousand as at 31 December 2008laB&& mber 2007, respectively.

» Deposits guarantee for interests on credits, seel®

» Assignment of receivables arising from insurancee@gent and from the agreements concluded
with clients.

» Registered pledge on 1,147,500 shares (0.5% shai@aly of Ronson Europe N.V. (owned by ITR
Dori B.V.) and shares of particular subsidiary camigs.

» Subordination agreement on loans from related gmrti

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

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

23. Provisions

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Balance at the beginning of the year 501 501
Increase’ 2,643 -
Balance at the end of the year 3,144 501

(*) The main source of the increase in 2008 listeel to the contracted preparation of ground works
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24. Deferred income

Deferred income classified as current consistsusfomer advances for construction work in pragres
(deferred revenue). Deferred income comprises mat@advances for the following projects:

In thousands of Polish Zlotys (PLN) As at 31 As at 31
Subsidiary Project December 2008 December 2007
Ronson Development Company Sp. z 0.0. Galileo 32,637 5,848
Ronson Development Properties Sp. z o.0. Imaginalium 11,144 -
Ronson Development Properties Sp. z o.0. Imaginakium 5,356 31,646
Ronson Development Metropol Sp. z o.0. Constans 2,475 -
Ronson Development Buildings Sp. z o.0. Gemini | 1,243 -
Ronson Development Structure Sp. z o.0. Nautica 992 -
Ronson Development Investment Sp. z 0.0. Meridian 52 3 12,314
Ronson Development Creations Sp. z 0.0. Mistral - 07%,
Other Other 135 20
Total 54,334 54,907

For information about contingent receivables freigned contacts with clients, see note 27.

25. Trade and other payables

As at 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Trade payables 15,612 7,960
Non-trade payables and accrued expenses 2,132 1,392
Value added tax (VAT) and other tax payables 4,559 1,111
Guarantees for construction work 1,529 -

Total 23,832 10,463

As at 31 December 2008 and 31 December 2007, [myalenominated in foreign currencies were
insignificant.

26. Fair value estimation

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

Carrying amount Fair value
Assets:
Trade and other receivables 16 31,409 31,409
Short-term bank deposits — collateralized 18 5,043 4,989
Cash and cash equivalents 17 39,323 39,323
Liabilities:
Secured bank loans 22 225,133 223,159
Loan from related parties 22 57,619 52,242
Trade and other payables 25 23,832 23,832
Unrecognized gain 7,297
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26. Fair value estimation

The fair values of financial assets and liabilitiegjether with the carrying amounts shown in takabce
sheet, are as follows:

In thousands of Polish Zlotys (PLN) Note As at 31 December 2007

Carrying amount Fair value
Assets:
Trade and other receivables 16 64,424 66,176
Short-term bank deposits — collateralized 18 1,752 1,763
Cash and cash equivalents 17 71,829 71,829
Liabilities:
Secured bank loans 22 187,575 187,575
Loan from related parties 22 63,269 61,414
Trade and other payables 25 10,463 10,463
Unrecognized gain 3,618

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

» trade and other receivables, cash and cash equisaled trade and other payables: the carrying
amounts approximate fair value because of the shattrity 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 estimatgdiiscounting 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 tasis (PLN denominated), where applicable, are
based on WIBOR plus/minus margin as at 31 Decer@b6B8 and 31 December 2007 and are as

follows:

As at 31 December 2008 2007
Loans and borrowings 8.98% 6.78%
Short-term bank deposits — collateralized 5.00% .00%

27. Contingencies, commitments and receivables

Investment commitments:

The amounts in the table below present unpaid tmest commitments of the Group in respect of
construction services to be rendered by the generdtactors:

As at 31 As at 31
In thousands of Polish Zlotys (PLN) December December
Subsidiary Project 2008 2007
Ronson Development Buildings Sp. z 0.0. Gemini | 56,720 -
Ronson Development Structure Sp. z o0.0. Nautica 44,806 -
Ronson Development Home Sp.k. Gardenia 5,499 -
Ronson Development Metropol Sp. z o.0. Constans 6,138 -
Ronson Development Properties Sp. z o0.0. Imaigimei 8,050 -
Ronson Development Company Sp. z 0.0. Galileo 601 32,755
Total 131,814 32,755
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28. Contingencies, commitments and receivables (cont’d)

Investment commitments (cont’d):

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 will expire
as of end of March 2009 (“Expiration Date”). Astla¢ Expiration Date of the consulting agreement Mr.
Kerem will be entitled to the bonus equal to 0.5P4he pre-tax profits generated by projects trat
owned by the Company as of the expiration dates Thihcerns however only those projects which are
based on the plots of land with validated zoningditions or with the valid master plans. Moreo\dr,
Kerem will be entitled to an additional bonus eqwa?.5% of the pre-tax profit generated by thgguts
that will be in construction or will be completed af the Expiration Date. The amount of the bonus
payment will be also proportional to the stage aristruction (percentage of completion) of the prtge
as of the Expiration Date.

Contracted sales not yet recognized:

The table below presents amounts to be received fle customers having bought apartments from
Ronson subsidiary companies and which are basettieoralue of the sale and purchase agreements
signed with the clients until 31 December 2008 rafteduction of payments received at balance sheet
date (such payments being presented in the CoasatidBalance Sheet as Deferred income):

As at 31 As at 31
In thousands of Polish Zlotys (PLN) December December
Subsidiary Project 2008 2007
Ronson Development Properties Sp. z 0.0. Imaigimall 23,995
Ronson Development Structure Sp. z 0.0. Nautica 17,360
Ronson Development Company Sp. z 0.0. Galileo 11, 17,395
Ronson Development Buildings Sp. z 0.0. Gemini | 9,497
Ronson Development Metropol Sp. z o.0. Constans 3892
Ronson Development Investment Sp. z o.0. Meridian 2,232 5,969
Ronson Development Properties Sp. z 0.0. Imaigimel 515 5,108
Ronson Development Creation Sp. z 0.0. Mistral - 3,103
Total 68,102 31,575

As at 31 December 2008, the Group did not havecantingents liabilities.

28. Related parties
Parent and ultimate controlling party

The Group enters into various transactions wishsiibsidiaries and with its directors and executive
officers.
The main related parties’ transactions arise on:

* loans received,

» settlements with ITR Dori,

» transactions with key management personnel,

» shares and shares options,

» land purchase from related parties.
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28. Related parties (cont'd)

Loans received

During the year ended 31 December 2008, the Greppid loans from related parties amounting to
PLN 8,447 thousand and did not receive any loams frelated parties in this period (see note 22 for
details).

Settlements with ITR Dori

Until 30 September 2007, transactions with ITR Dodmprised consultancy fees in respect of
management services provided for the benefit ofGheup companies, which amounted to PLN 1,036
thousand during the year ended 31 December 200/ dver, during the year ended 31 December 2007,
the Group re-charged ITR Dori for costs incurrechlty for the preparation of the initial public effng

of the shares in the Company.

Transactions with key management personnel
The key management personnel of Company include:

Shraga Weisman- President of the Management Board, Chief Exgeu®fficer (since 10 October
2008)

Tomasz tapiaski - Member of the Management Board, Chief Financidic®f (since 23 June 2008)
Andrzej Gutowski - Member of the Management Board, Sales and Maudditector (since 10
October 2008)

David Katz - Member of the Management Board

Karol Pilniewicz - Member of the Management Board (since 10 Oct2beB)

Amos Weltsch- Member of the Management Board

Including former management board members:

Ariel Bouskila - Chief Financial Officer (until 23 June 2008)

Dror Kerem - Chief Executive Officer (until 10 October 2008)

Karim Habra (until 3 September 2008)

Loans to directors

As at 31 December 2008 and 31 December 2007, theneno 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 himecember 2007.

Key management personnel compensation can be pedsasfollows:

Employment | Management Other Total
In thousands of Polish Zloty (PLN) agreement salary (bonuses)
Management Board — 31 December 2008 538 695 812 2,045
Management Board — 31 December 2007 71 361 - 432

Residential units purchased by key management

The Group has sold residential units including pagkplaces and storages (“Units”) to Amixam
Property Sp. z o0.0., a Polish company of which 5ff%he shares are held by Mr. Dror Kerem. During
the year ended 31 December 2007, the Group soldioibdor a consideration of PLN 497 thousand
(during the year ended 31 December 2008: nil). THaissaction has been executed at arm’s length and
was in adherence to the Group’s policy in respéotlated-party transactions.
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28. Related parties (cont'd)

Shares and share options
Shares

On 24 June 2008, the Company issued 300,000 newsshdéth a nominal value of EUR 0.02 each, to Mr.
Dror Kerem, the former President of the ManagerBarard and the former Chief Executive Officer of the
Company. These shares were issued at nominal walaecordance with the right to these shares as
granted to Mr. Dror Kerem in 2007. Subsequentlg $hares were assigned by Mr. Dror Kerem to
Elgindat Holdings Limited, a limited liability conamy of which Mr. Dror Kerem is a managing director
and co-owner.

Share options

During the year ended 31 December 2008, the menatb¢he Management Board did not receive rights to
shares or options on shares. During the year eBdeBecember 2007, the following members of the
Management Board received rights to shares in tmagany:

e Mr. Dror Kerem: a right to subscribe for 240,00@uss in the capital of the Company with a nominal
value of EUR 0.02 each, per year annually on eactfivarsary date of 5 November 2007 for five
successive years, being in total 1,200,000 shdéoesan issue price per share equal to 5.75 PLN,
provided, however, that if the consulting agreembatween Mr. Kerem and the Company is
terminated (for any reason) Mr. Kerem’s entitlementhe vesting of the options on the anniversary
date of the year of such termination shall be nadatio the proportion of the year (to the anniveysa
date) he was employed by the Company and, thergaftg remaining options granted in accordance
with the above are automatically cancelled. As Merem stepped down as President of the
Management Board and ‘Chief Executive Officer’ &40 October 2008 and will further resign from
all his other functions within the Group as of 3arfgh 2009, 336,000 from the above-mentioned rights
will vest. The right to subscribe to the remain8&s,000 shares will be cancelled; and

e Mr. Andrzej Gutowski: a right to subscribe to aalohumber of 150,000 shares in the capital of the
Company with a nominal value of EUR 0.02 each dfoiissue price per share equal to PLN 5.75, one
third per year on the anniversary date of the dateNovember 2007 for three successive years; and

e Mr. Ariel Bouskila: a right to subscribe to a totalimber of 150,000 shares in the capital of the
Company with a nominal value of EUR 0.02 each dloiissue price per share equal to PLN 5.75, one
third per year on the anniversary date of the date November 2007 for three successive years. As
Mr. Bouskila stepped down as Management Board merthbef 23 June 2008 and resigned from all
his functions within the Group as the end of JuB0&, the above-mentioned rights have been
cancelled.

Land purchased from related parties

On 26 July 2007, Ronson Development Landscape ,Sp.kewly formed Polish subsidiary of Ronson,
entered into a preliminary purchase agreement qoige the assets of Brighton Tec Sp. z o0.0. froRR IT
Dori. The primary asset of Brighton Tec was a mibtand located in Mokotow, Warsaw. Brighton Tec
has been seeking zoning approval for constructib@m oesidential project on this site, rather than a
commercial project as originally contemplated. QhnSeptember 2007, the asset sale was consummated
for an amount of PLN 43,473 thousand (EUR 11,5@@¢hand) in cash, which was equal to the appraised
fair value of the asset.
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29. Financial risk management

The Group’s activities expose it to a variety afafincial risks: market risk (including currency rigkice

risk and interest rate risk), credit risk and Idjty risk. The Group’s overall risk management peogme
focuses on the unpredictability of financial maskahd seeks to minimise potential adverse effetthe
Group’s financial performance. The Board reviewd agrees policies for managing each of these risks
and they are summarised below. The Group also prenihe market price risk arising from all finaricia
instruments.

The Group does not use derivative financial insenta to hedge currency or interest rate risksrayisi
from the Group’s operations and its sources ofrfoea It is, and has been throughout the year eBded
December 2008 and 2007, the Group’s policy thatrading in (derivative) financial instruments shiadl
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 raise finance for the Group’s operatidine
Group has various other financial instruments sagliinancial lease receivables, trade debtors i t
creditors, which arise directly from its operations

Credit risk

Credit risk is the risk of financial loss to thedap if a customer or counter party to a finanaiatiument
fails to meet its contractual obligations. Finahdiastruments that potentially subject the Group to
concentrations of credit risk consist principalfyamlvances for inventories of residential units aash
and cash equivalents.

The Group is making significant cash payments as sgcfmi preliminary land purchase agreements. The
Group minimizes its credit risk arising from suciyments by registering advance repayment obligation
in the mortgage register of the respective propdvtgnagement 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 receivafdes note 16) 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 tacfareet its obligations. Concentrations of credit

with respect to trade receivables are limited duthé large number of customers comprising the @sou
customer base. The credit quality of cash at barid short-term bank deposits can be assessed by
reference to external credit ratings:

As at 31 As at 31
In thousands of Polish Zloty (PLN) December December
Rating 2008 2007
AAA 24 40
AA 7,274 66,321
A 24,258 5,468
BBB 7,767 -
Total cash at banks and short-term bank deposits 3923 71,829
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29. Financial risk management (cont'd)
Market risk

Market risk is the risk that changes in marketgsi such as foreign exchange rates and intetestwal
affect the Group’s income or the value of its hogi of financial instruments. The objective of kedr
risk management is to manage and control markeesposures within acceptable parameters, while
optimising return.

(i) Foreign currency risk

The Group is exposed to foreign currency risk eceivables and borrowings denominated in a currency
other than PLN to a limited extent only. As at 3&cBmber 2008, Trade receivables denominated in
foreign currencies were insignificant. Moreover tBmup is exposed also foreign currency risk orgion
term finance lease receivable in USD amounting 234 thousand (PLN 692 thousand) and USD 242
thousand (PLN 590 thousand) as at 31 December&@®81 December 2007, respectively.

(i) Price risk
The Group’s exposure to marketable and non-maloketsecurities price risk is not significant besmathe
Group has not invested in securities as at 31 Dbee2008 and 2007.

(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 flowstdue
changes in interest rates. Short-term receivaliidgpayables are not exposed to interest rate risk.

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

if earlier, re-price.

As at 31 December 2008

More
Average effective 6 months 6-12 1-2 2-5 than
In thousands of Polish Zlotys (PAN  Note interest rate Total or less months years years 5 years
Fixed rate instruments
Loans from related parties 22 6.00% 57,619 - - - 57,619 -
Cash and cash equivalents 17 0.05%-0.15% 4,364 4,364 - - - -
Short-term bank deposits -
collateralized 18 2%-3% 5,043 2,774 2,269 - - -
Variable rate instruments
WIBOR + Bank's
Secured bank loans 22 margir’ 225,133 13,176 125,409 86,548 - -
Cash and cash equivalents 17  WIBID - 1%-2% 34,959 34,959 - - - -
As at 31 December 2007
More
Average effective 6 months 6-12 1-2 2-5 than
In thousands of Polish Zlotys (PAN  Note interest rate Total orless  months years years 5 years

Fixed rate instruments

Loans from related parties 22 6.00% 63,269 7,792 - - 55,477 -
Cash and cash equivalents 17 0.05%-0.15% 7,273 7,273 - - - -
Short-term bank deposits -
collateralized 18 2%-3% 1,752 1,752 - - - -
Variable rate instruments

WIBOR + Bank"
Secured bank loans 22 margirf? 187,575 18,622 78,761 90,192 - -

WIBID - 1%-

Cash and cash equivalents 17 2% 64,556 64,556 - - - -

(*) Not disclosed due to commercial reasons.
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29. Financial risk management (cont'd)

Market risk (cont’d)

It is estimated that a general increase of onegméage point in interest rates at the balance shaet
would increase (decrease) the net assets and instat@nent by the amounts listed in the table below
The analysis prepared for 12-month periods asstima¢sll other variables remain unchanged.

As at As at

31 December 2008 31 December 2007

Increase Decrease Increase  Decrease
In thousands of Polish Zlotys (PLN by 1% by 1% by 1% by 1%
Income statement
Variable interest rate assets 117 (117) 215 (215)
Variable interest rate liabilities * (753) 753 (547) 547
Total (636) 636 (332) 332
Net assets
Variable interest rate assets 117 (117) 215 (215)
Variable interest rate liabilities * (753) 753 (547) 547
Total (636) 636 (332) 332

* The financial costs which are related to loand &orrowing are capitalized by the Group to worlpmegress. Such costs are
gradually recognized in the income statement basethe proportion of residential units sold. It Hesen assumed in the above
analysis that one third of the financial costs alaied and capitalized in a given period is disetb® the income statement based on
the proportion of residential units sold of a giyeeriod and the remaining part of the costs remiirthe inventories and will be
disclosed in the income statement in the followaiegounting periods.
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29. Financial risk management (cont'd)
Liquidity risk

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

The Group monitors its risk to a shortage of fundig a recurring liquidity planning tool. This too
considers the maturity of both its financial invesnts and financial assets (e.g. accounts receivatier
financial assets) and projected cash flows fronratpms. The Group's objective is to maintain abet
between continuity of funding and flexibility thrghi the use of bank overdrafts, bank loans, findeases
and hire purchase contracts.

The table below analyses the Group’s financialilitéds into relevant maturity groupings based be t
remaining period at the balance sheet to the comtmmaturity date. The amounts disclosed in éindet
are the contractual undiscounted cash flows.

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 138,585 86,548 57,619 -
Trade and other payables 23,832 - - -
Total 162,417 86,548 57,619 -

As at 31 December 2007

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 105,175 90,192 55,477 -
Trade and other payables 10,463 - - -
Total 115,638 90,192 55,477 -
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30. Capital management

When managing capital, it is the Group’s objectivsafeguard the Group’s ability to continue a®ing
concern in order to provide returns for shareha@srd benefits for other stakeholders and to miaisata
optimal capital structure to reduce the cost ofitedpin order to maintain or adjust the capitalisture,
the Group may adjust the profit appropriation, metcapital to shareholders, issue new shares loassits

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 divioetbtal equity. Net debt is calculated as totairbwings
(including ‘current and non-current borrowings’ si®own in the consolidated balance sheet) lessaagh
cash equivalents. Leverage is calculated as net digliled by total capital employed. Total capital
employed is calculated as ‘equity’ as shown indbesolidated balance sheet plus net debt finarassgts

in operation.

The gearing ratios and leverage at 31 December 20081 December 2007 were as follows:

As at 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Loan and borrowings, including current portion 27652 250,844
Less: cash and cash equivalents (39,323) (71,829)
Net debt 243,429 179,015
Total equity 289,483 271,973
Total capital employed 532,912 450,988
Gearing ratio 84.1% 65.8%
Leverage 45.7% 39.7%

Neither the Company nor its subsidiaries are stiliffeexternally imposed capital requirements. There
were no changes in the Groups approach to cap#abhgement during the year.
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For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN) Note

Revenue 2,561 4
General and administrative expense 3 (5,103) (1,232)
Operating Loss (2,542) (1,228)
Finance income 4 3,812 524
Finance expense 4 (868) (423)
Net finance income 2,944 101
Profit/(loss) before taxation 402 (1,127)
Income tax 5 - -
Profit/(loss) before result from subsidiaries 402 (1,127)
Result from subsidiaries after taxation 8 14,739 40,256
Profit for the period 15,141 39,129

The notes on pages 83 to 86 are an integral patthede Company financial statements.
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Company Balance Sheet

As at 31 December 2008 2007

In thousands of Polish Zlotys (PLN) Note

Assets

Investment in subsidiaries 8 249,260 187,490
Loan granted to subsidiaries 9 53,068 55,900
Total non-current assets 302,328 243,390
Trade and other receivables 146 463

Receivable from subsidiaries 2,551 4

Cash and cash equivalents 703 44,809

Total current assets 3,400 45,276
Total assets 305,728 288,666
Equity

Shareholders’ equity 10

Share capital 16,953 16,933
Share premium reserve 215,105 215,105
Retained earnings 57,425 39,935
Total shareholders’ equity 289,483 271,973
Liabilities

Long-term liabilities

Loans from subsidiaries 11 15,192 14,353
Total long-term liabilities 15,192 14,353

Current liabilities

Trade and other payables 1,053 1,457
Payable to subsidiaries - 883

Total current liabilities 1,053 2,340
Total shareholders’ equity and liabilities 305,728 288,666

The notes on pages 83 to 86 are an integral pattt@ese Company financial statements.
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For the years ended 31 December 2008 and 31 Decemd@O7:

Share

Share premium Retained
In thousands of PLN capital reserve earning JTotal
Balance at the beginning of the period - - - -
Net profit for year ended 31 December 2007 - - ,129 39,129
Net contribution in kind of assets and liabiliteasd issue of
shares upon establishment of the Comp&hy 172 91,878 92,050
Net contribution in kind of assets and issue of share$? 45 20,084 20,129
Exclusion of a subsidiar - (22,360) - (22,360)
Share-based payment (see note 12) - - 806 806
Capital payment - 700 - 700
Issue of new shares in exchange of share prengserve 14,772 (14,772) -
Issue of new sharél 1,944 139,575 141,519
Balance at 31 December 2007 16,933 215,105 39,935 271,973
Net profit for year ended 31 December 2008 - - 145 15,141
Issue of new sharé3 20 - - 20
Share-based payment (see note 12) - - 2,349 2,349
Balance at 31 December 2008 16,953 215,105 57,425 289,483

(1) On 29 June 2007, the Company issued 45,00@sli@stablishment shares) with a par value of Eyerishare (PLN
172 thousand) to ITR Dori, that were subsequerli en 29 September 2007 into 2,250,000 sharels avipar value of

EUR 0.02 per share.

Following the incorporation of the Company, theesshareholder and founder of the Company, ITR Dxssigned and
contributed to the Company, on 29 June 2007, iseshand rights to shares in 36 Polish companieshwamounted to
PLN 105,810 thousand as well as a liability undeloan agreement between ITR Dori and Ronson Devstop
Residential Sp. z 0.0., one of the Polish entitieghich the shares were transferred to the CompHEmg principal amount
under the loan agreement of which the liability waatributed plus accrued interest as at 29 Jufi&, 2imounted to PLN

13,932 thousand.

(2) On 27 September 2007, the Company issued 15/88@s with a par value of EUR 1 per share (PLhdGsand) to
GE Real Estate, the minority shareholder, that 8gire shares on 29 September 2007 into 594,5@skith a par value

of EUR 0.02 per share.

As part of the process of combining the Ronson @raativities under Ronson Europe, GE Real Estatdema
contribution in kind of its shares held in cert®olish Ronson subsidiaries, which amounted to PQJO&4 thousand.

(3) Excluding Brighton Tec from the consolidation:

Initially, Brighton Tec owned the land at Klobuckareet in district Mokotow in Warsaw. On 26 of Sapber 2007 the
land was sold to Landscape, a wholly-owned subsidiithe Company. Subsequently, the Group ceasedrsolidate

Brighton Tec (for more information see note 1).

(4) On 24 October 2007, the Company completechiiali public offering of its shares on the Wars&tock Exchange,
having sold 26.6 million new shares at an offerprice of PLN 5.75 per share. From the total reakibe Group
deducted an amount of PLN 11,814 thousand repiiegetfite total costs directly attributed to theialitpublic offering.
Those costs represent mainly underwriters' legdfjsary and accounting fees, and costs relatedhéoiritial public

offering road show, related public relations andkating.

(5) On 24 June 2008, the Company issued 300,0@00ng@inary shares with a nominal value of EUR 0e@2h to Mr.
Dror Kerem, the former president of the ManagenBaérd and the former Chief Executive Officer of thempany. The
shares were issued to Mr. Dror Kerem at nominalevdbr a total amount of EUR 6 thousand (PLN 2Qu#amd) in

accordance with the rights to shares in the Compaaryted to Mr. Dror Kerem in 2007.

The notes on pages 83 to 86 are an integral patthede Company financial statements.
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Company Statement of Cash Flows

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN) Note
Cash flows from operating activities
profit for the period 15,141 39,129
Adjustments to reconcile profit for the period
to net cash (used in)/from operating activities:
Net finance expense/(income),net 4 (2,944) (101)
Net results subsidiaries during the year 8 (14,739) (40,256)
Share based payment 2,349 806
(193) (422)
Decrease/(increase) in trade and other receivables 317 (463)
Decrease/(increase) in receivable from subsidiarie (2,547) (4)
Increase/(decrease) in trade and other payable (404) 1,457
Increase/(decrease) in creditors from subsidiaries (883) 883
(3,710) 1,451
Interest received 627 522
Net cash (used in)/provided by operating activities (3,083) 1,973
Cash flows from investing activities
Loan granted to subsidiaries 9 (14,312) (55,900)
Repayment of Loan granted to subsidiaries 9 20,300 -
Investment in subsidiaries 8 (47,031) (43,700)
Net cash used in investing activities (41,043) (99,600)
Cash flows from financing activities
Proceeds from new shares issued 20 154,250
Costs directly attributed to the new shares issued - (11,814)
Net cash from financing activities 20 142,436
Net change in cash and cash equivalents (44,106) 44,809
Cash and cash equivalents at 1 January 44,809 -
Cash and cash equivalents at 31 December 703 44,809

The notes on pages 83 to 86 are an integral patttege Company financial statements.
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Notes to the Company Financial Statements
1. General

Ronson Europe N.V. (“the Company”), is a Nethedkahimited liability company with its statutory ¢ea

in Rotterdam, the Netherlands, and was incorporateti8 June 2007.

The shares of the Company are traded on the WaBsaok Exchange since 5 November 2007. As at 31
December 2008, 64.2% of the outstanding shareseldeby I.T.R. Dori B.V. (“ITR Dori"), 18.4% of
the outstanding shares are held by GE Real EsthAtdR€sidential B.V. (“GE Real Estate”) and the
remaining 17.4% of the outstanding shares areleltie public.

The Company holds and owns (directly and indig@@tB Polish company’s. These companies are active
in the development and sale of units, primarilyrapants, in multi-family residential real-estat@jacts

to individual customers in Poland and lease reateso third parties.

2. Accounting principles

The accounting principles and measurement bastheofCompany’s statutory accounts are consistent
with those applied in the consolidated financiatesinents (see Note 2 to the consolidated financial
statements). The Company financial statements Hepen prepared in conformance with generally
accepted accounting principles in the Netherlatidstth GAAP”) as well as in accordance with Part 9

of Book 2 of the Netherlands Civil Code, whereas tlonsolidated financial statements have been
prepared in accordance with International FinanRegborting Standards (“IFRS”) as adopted by the EU
and Dutch GAAP as described in Note 2 to the catatdd financial statements.

3. General and administrative expense

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

External services 1,459 359
Share-based payment 2,349 806
Remuneration fees (see note 7) 1,281 47
Other 14 20
Total 5,103 1,232

4. Net finance income and expense

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Interests on granted loans to subsidiaries 3,156 -
Interest income on bank deposits 547 505
Foreign exchange gain 109 19
Finance income 3,812 524
Interests on loans received from subsidiaries X839 (421)
Commissions and fees (29) (2)
Finance expense (868) (423)
Net finance income 2,944 101
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Notes to the Company Financial Statements

5.

Income tax

No Dutch income taxes have been recorded, primhgktause of the tax loss for the financial period
ended 31 December 2008, which will be carried fodw&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 asseti®d at nil.

The accumulated tax losses available for carrwdod as per 31 December 2008 are estimated to be
EUR 3,775 thousand (2007: EUR 3,087 thousand).

Personnel

The Company did not employ any personnel duriregfitheancial years ended 31 December 2008 and 31
December 2007.

Directors’ remuneration

The Board of Managing Directors of the Companysists of 6 members (2007: 5 members). The board
members are entitled to a total remuneration of F2,B45 thousand during the year 2008 (2007:
PLN 432 thousand) and have been paid through tinep@oy and the Company’s subsidiaries.

The Supervisory Board of the Company consists ofiégnbers (2007: 4 members). The Supervisory
directors are entitled to an annual fee of EUR @,plus an amount of EUR 1,500 per board meeting
(EUR 750 if attendance is by telephone). Two sugery directors have waived their remuneration for

2008. The total Supervisory Board remunerationrdu008 amounted to PLN 203 thousand (EUR 49
thousand ; 2007: PLN 32 thousand (EUR 8 thousand)).

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

The movements in subsidiaries are as follows:

For the year ended 31 December 2008 2007

In thousands of Polish Zlotys (PLN)

Balance at beginning of the year 187,490 -
Contribution in kind from company shareholdérs - 103,534
Investments in subsidiaries 47,031 43,700
Net result subsidiaries during the year 14,739 40,256
Balance at end of the year 249,260 187,490

(*) for more information see Company Statement ba@ge in Shareholders’ Equity, notes 1, 2 and 3.
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Notes to the Company Financial Statements

9. Loan granted to subsidiaries

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Balance at beginning of the year 55,900 -
Loans granted during the year 14,312 55,900
Loans repayment during the year (20,300) -
Interests accrued 3,156 -
Balance at end of the year 53,068 55,900

The loans are due after five years from the gngntiate and bear an interest rate of 6%, the paheind
accrued interest are payable at the date of matirithe loan. The borrower may prepay the loaargt
time starting one year from the loan agreement date

10. Shareholders’ equity

The authorized share capital of the Company ctsefs800,000,000 shares of EUR 0.02 par value.each

The number of issued and outstanding ordinary sheseat 31 December 2008 amounted to 226,966,666
(as at 31 December 2007: 226,666,666 shares). déwails on shares issued during 2008 and 2007,

reference is made to Note 19 of the consolidatehfiial statements.

11. Loans from subsidiaries

For the year ended 31 December 2008 2007
In thousands of Polish Zlotys (PLN)

Balance at beginning of the year 14,353 -
Contribution in kind from company shareholdérs - 13,932
Interests accrued 839 421
Balance at end of the year 15,192 14,353

(*) On 31 October 2006, Ronson Development Reside®p. z 0.0 granted an unsecured loan to

Jerusalem Finance Company B.V. (“*JFC”) amountin@td 13,399 thousand. JFC is a company fully

owned by ITR Dori and provides financing to eachtaf companies within the Group. The loan has a
maturity date of 31 October 2011 and an interdst@f6%. Following the incorporation of the Compan

in June 2007, the liability under this loan agreetriacluding the accrued interest as at 29 Jun&’ 200

amounting to PLN 13,932 thousand was assignedet€timpany (see Company statement of changes in
shareholders’ equity under item (1)).
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12. Information about agreed-upon engagements of ¢hCompany'’s auditor

Information about the agreements and the values fhmse agreements is disclosed below*:

For the year ended 31 December 2008 2007

In thousands of Polish Zlotys (PLN)

Audit remuneration (1) 1,191 630
Remuneration for other services (2) - 2,052
Total remuneration 1,191 2,682

(1) Audit remuneration includes the amounts paid doe to KPMG worldwide for professional services
related to the audit and review of unconsolidated @onsolidated financial statements of the Compamyits
subsidiaries for the relevant year.

(2) Remuneration includes fees for other servieaglered by the auditor in 2008 and 2007. The sesvic
rendered in 2007 related mainly to the initial pabliffering of the Company’s shares in October 2007

* excluding fees for tax advisory services.

Rotterdam,
11 March 2009

The Management Board

Shraga Weisman
Chief Executive Officer
Director A

Amos Weltsch
Director B

Supervisory Board

Uri Dori

Yair Shilhav

Tomasz tamiski
Chief Financial Officer
Director A

David Katz
Director B

Thierry Ledu

Reuven Sharoni
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Sales and Marketing Director
Director A
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Director B
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Other information

Articles of Association rules regarding profit appropriation

In accordance with Article 30 of the Articles of #&giation,

1)

2)

3)

4)

5)

6)

7

8)
9)

the Board of Managing Directors, with prior apprbeé 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 thaegal meeting;

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

Dividends shall be paid after the adoption of then#al 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 ofeBuigory Directors, at least determine (i) the
method of payment in case payments are made in(dasthe date and (iii) the address or addresses
on which the dividends shall be payable;

the Board of Managing Directors, with prior approehthe 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 observahdke 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 asafathe distributions are payable outside the
Netherlands, shall be made in the currency of tbentty 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 shattddeulated against the exchange rate determined
by the Board of Managing Directors at the end @& ttay 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 distidon is payable, pursuant to governmental
measures or other extraordinary circumstances laejtsncontrol, 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 thexpeats shall be made in euros and on one or more
places in the Netherlands. In such case the pomgsif the first sentence of this paragraph stall n

apply.
the General meeting may, upon a proposal by thealffiag 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 capitaltioé
Company;

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

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

Proposed profit appropriation
For the year ended 31 December 2008, Managemepbges to allocate the net profit for the year 2008
amounting to PLN 15,141 thousand to retained egmirmhis proposal has been reflected in the
Company’s balance sheet per 31 December 2008.

Auditor’s report
The auditor’s report is set up on pages 29 and 30.
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