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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 Gulaged Interim Financial Statements (Note 1 (a)pages 26 and
27).

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

The shares of the Company are traded on the Wassagk Exchange since 5 November 2007. As at 302008,
63.9% of the outstanding shares are held by I.D&i B.V. (“ITR Dori"), 18.4% of the outstanding ates are held by
GE Real Estate CE Residential B.V. (“GE Real E&tated the remaining 17.7% of the outstanding share held by
the public. On 25 September 2008, the market prvece PLN 1.59 per share giving the Company a maidgitalization
of PLN 360.9 million.

Company overview

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

Up to and including the first half year of 2008e t&roup has completed eight projects, having dedivel,020 units
with a total area of 69,212°mThe remaining 89 units in these completed prejacith a total area of 6,522°mare
expected to be delivered during the remainder 6828ee page 9).

During the six months ended 30 June 2008, the Gomuppleted the construction of 58 units, howevee, tevenue
from those units will be recognized upon delivetkding the remainder of 2008. The Group has reaaghin this
period the revenues from sale of 32 units fromemty that were delivered in the first six month@@®8 (see page 3).

As of the date of this semi-annual report, the @risudeveloping four further projects with a totdl415 residential
units, with a total area of approximately 38,018 of which 355 units, with a total area of approately 33,987

are expected to be completed by the end of 200ad¢tition, the Group has a pipeline of 22 projestder different
stages of preparation with approximately 4,956desial units for future development in Warsaw, iz Wroctaw
and Szczecin. Moreover, the Group has entered twto preliminary purchase agreements regarding iadait
properties in Poziieand Warsaw

Market overview

Following a very strong 2006 and 2007 in which ®wish residential market enjoyed unprecedentedvitr@and

increased prices, since the beginning of 2008nthket dynamic have shifted to slower growth aridepmoderation.
The Company’s management anticipates that theteasgwdversupply of residential units in the margledbuld catch up
with the demand curve in about two years.

Furthermore, in the opinion of the management, @menpany is well positioned to cope with changingrkag
conditions and is preparing new projects for degmelent, which will be distinguished in the marketthgir location,
quality and attractive prices. Management beliethed its profitable and efficient business modegether with a
healthy financial position and a land bank computiséattractive plots of land secured at attracfiviees should allow
the Company to continue and develop its operagmes in more challenging markets.
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Business highlights during the six months ended 3fune 2008

Results breakdown by project

Revenue is recognized upon the transfer to thermfygignificant risks and rewards of the ownersbiiphe residential
unit, i.e., upon signing of the protocol of tectaliacceptance and the transfer of the key to tlyerbof the residential
unit. Total revenue of the Group during the six therended 30 June 2008 amounted to PLN 22.9 milidwereas cost
of sales amounted to PLN 12.1 million, which resdlin the gross profit amounting to PLN 10.8 millio

The following table specifies revenue, cost of saed gross profit on a project-by-project basis:

Gross Gross
Revenue Cost of sales profit margin
PLN PLN PLN

Project (thousands) % (thousands) % (thousands) %
Meridian 16,523 72.0% 8,167 67.5% 8,356 50.6%
Mistral 5,931 25.9% 3,736 30.9% 2,195 37.0%
Other 474 2.1% 192 1.6% 282 59.5%
Total / Average 22,928 100.0% 12,095 100.0% 10,833 47.2%

Meridian

The construction of the Meridian housing estate e@sapleted in October 2007. This project was degyedoon 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 spafic&5,000 M.

The size of the apartments varies from #7183 n.

During the six months ended 30 June 2008, the Grecpgnized revenue from the sale of 24 apartm@olditionally
including parking places and storages) and 1 corialamit.

Mistral

The construction of the Mistral housing estate s@®pleted in December 2007. This project was d@eslon a land
strip of 5,366 rh located in the Ursynéw district of Warsaw. The fwis housing estate comprises 4 two-storey
detached houses of 10 to 17 apartments each, wittabof 54 apartments (no commercial units) wdth aggregate
floor space of 4,300 InThe size of the apartments varies from 5torl13 .

During the six months ended 30 June 2008, the Greopgnized revenue from the sale of 8 apartmetditjonally
including parking places and storages).

Other

Other revenues are mainly associated with salésegbarking places and storages in the projectsatbige completed in
previous years.
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Land Purchase and Advance for land
A. Land purchase

The table below sets out the details of the twipstof land purchased by the Group during the sixtims ended 30 June
2008:

Project Land Date of the final ~ Acquisition price
Subsidiary name Location strip m? Notarial Deed PLN (thousands)
Ronson Development Skyline Sp. z o.0. Newton Pbzna 10,908 18/01/2008 8,181
Ronson Development Home Sp.k. Gardenia  Warsaw 7,129 31/03/2008 4,300
Total 18,037 12,481

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 10,908’rfocated in Pozna The Group is planning to build a housing projibett will comprise
25 semi-detached units (total 50 apartments) withggregate floor space of 5,606 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 Tocated in Warsaw. The construction of the Garal@mbject commenced in August 2008 (for
more information see “Outlook for remainder of 2G0®I for 2009” on page 10).

B. Advances for land

The Group had entered into two preliminary purchageeements in connection with the acquisitionaofdl for the
following projects:

Total
Land strip consideration Advance Payment
Subsidiary Project name Location m?  PLN (thousand) PLN (thousand)
Ronson Development West Sp. z 0.0. Aurora Pobzna 38,352 62,000 12,400
Ronson Development North Sp. z o.0. tomianki Warsaw 31,785 21,000 8,500
Total 70,137 83,000 20,900

Aurora

On 25 June 2007, Ronson Development West Sp. z(‘RRdD. West”) concluded a preliminary sale and ghase
agreement in connection with the transfer of owmgrsights to four plots of land with an aggregaiee of 31,933 f
and right of perpetual usufruct to a plot of lanithva size of 6,419 frin Pozna. The final sale and purchase agreement
was expected to be executed on or before 30 Ju@8 80d was subject to the satisfaction or waivewrarious
conditions precedent including, without limitatiothe confirmation that the plots are not subjecaty third party
rights, the receipt of the required planning decisand the completion of an environmental audittiitthe date of
publication of the report the conditions have netib met.

tomianki

On 19 November 2007, Ronson Development North Sp.oz (“R.D. North”) concluded a preliminary saleda
purchase agreement in connection with the trarsffenvnership rights to a plot of land with an asfe33,488 M in

Warsaw. On 3 July 2008, the conditional sale andlmase agreement was executed. After a number difications,
the total area of the land subject to this tranieads 31,785 rh The final notary deed transferring the ownersifithe

land to R.D. North was signed on 16 September 2008.
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Ronson Europe N.V.

Overview of results

The Company’s net income for the six months endedude 2008 was PLN 2,487 thousand and can be simechas

follows:

Revenue
Cost of sales
Gross profit

Selling and marketing expenses
Administrative expenses

Other income, net

Result from operating activities

Finance income
Finance expense
Net finance income/(expense)

Profit/(loss) before taxation

Income taxes benefit/(expense)

Profit/(loss) before minority interests

Minority interests

Profit/(loss) attributable to equity holders of theparent company

Net earnings per share of EUR 0.02 each (basic adduted)

Revenue

For the six months ended
30 June

2008 2007

PLN

(thousands, except per share data)

22,928 12,667
(12,095) (8,817)
10,833 3,850
(476) (284)
(7,289) (4,137)
183 130
3,251 (441)
978 728
(578) (730)
400 )
3,651 (443)
(1,164) 251
2,487 (192)

- (34)
2,487 (226)
0.011 0.000

Total revenue increased by 81.0% from PLN 12.7iomllduring the six months ended 30 June 2007 to RPN
million during the six months ended 30 June 200Bictvis primarily explained by higher selling prcper m for

residential units sold and an increase in totasaid and delivered.

Costof sales

Cost of sales increased by 37.2% from PLN 8.8 omilliluring the six months ended 30 June 2007 to P2 million
during the six months ended 30 June 2008, whighiisarily explained by an increase in totdl sold and delivered.

Gross profit

Gross profit increased by 181.4% from PLN 3.9 miilduring the six months ended 30 June 2007 to FL.R million
during the six months ended 30 June 2008. Theivelathigh increase is primarily explained by thigtter selling

prices for residential units sold whereas the obshles increased to a lesser extent.
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Overview of results (cont'd)

Administrative expenses

Administrative expenses increased by 76.2% from BLNmillion for the six months ended 30 June 2GDPLN 7.3
million for the six months ended 30 June 2008. iAtecase is primarily a result of accruing for thieg-term incentive
plan of shares and share options for managemerkegndmployees at an amount of PLN 2.1 million.

Results from operating activities

As a result of the factors described above, the iamy's results from operating activities increabgdPLN 3.7 million
from an operating loss of PLN 0.4 million for thix snonths ended 30 June 2007 to an operating pobfRLN 3.3
million for the six months ended 30 June 2008.

Net finance income

Finance income/(expense) is accrued and capitatizgohrt of the cost price of inventory to the akthis 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 six months ended 30 June 2008
PLN (thousands)

Total Amount Recognized as
amount capitalized profit or loss
Finance income 1,293 (315) 978
Finance expense (9,634) 9,056 (578)
Net finance income/(expense) (8,341) 8,741 400

For the six months ended 30 June 2007
PLN (thousands)

Total Amount Recognized as
amount capitalized profit or loss
Finance income 893 (165) 728
Finance expense (3,387) 2,657 (730)
Net finance income/(expense) (2,494) 2,492 (2)

Net finance expenses increased by 234.4% from PENlion for the six months ended 30 June 200PLkN 8.3
million for the six months ended 30 June 2008. Hoeease is primarily a result of increasing batan€tthe loans and
borrowings as well as increasing interest rates.

Minority interests

Minority interests for the period from 1 January0ZQto 30 June 2007 comprised the share of minstigreholders
(20.9%) in the results of subsidiaries that werel@®% owned by the Company.

On 27 September 2007, GE Real Estate (the minshidyeholder) assigned and contributed its shargigints in 34
Polish companies in exchange for 11,890 new shaitsa par value of EUR 1 per share that provideth the

ownership of 20.9% of the Company’s total shardaceéthat date there is no minority interest renmgnn the

Company’s subsidiaries. For an historical backgdoand restructuring of the Company reference isantadhe Notes
to the Consolidated Interim Financial StatementstéNL (a) on pages 26 and 27).
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Overview of selected detalils from the consolidatdokhlance sheet

The following table presents selected details fribi consolidated balance sheet in which materialhghs had
occurred:

As at 30 As at 31
June 2008 December 2007

PLN (thousands)

Inventories of residential units 501,088 457,774
Trade and other receivables 44,310 66,176
Loans and borrowings 256,046 250,844

Inventories of residential units

The balance of inventories of residential unit$?lsN 501.1 million as of 30 June 2008 as compare®lttl 457.8

million as of 31 December 2007. The increase ismarily a result of the Group’s investments assedatith the

purchase of new plots of land for a total amourfPbN 12.5 million, construction costs for a totat@unt of PLN 30.0
million and borrowing costs capitalized for a tadahount of PLN 8.7 million. The increase is mitegghby cost of sales
recognized for a total amount of PLN 12.1 million.

Trade and other receivables

The balance of trade and other receivables is P48 #illion as of 30 June 2008 which compares tmkance of
PLN 66.2 million as of 31 December 2007. The deswda primarily a result of a decrease in advargements made
by the Group for land acquisition from PLN 29.1 It as at 31 December 2007 to PLN 20.9 milliorah80 June
2008, as well as a result of a decrease in valdedathx (VAT) receivables from PLN 30.3 million ais31 December
2007 to PLN 17.1 million as at 30 June 2008.

Loans and borrowings

The total of short-term and long-term loans andrdwings is PLN 256.0 million as of 30 June 2008 paned to
PLN 250.8 million on 31 December 2007. The increasgrimarily the net effect of new net bank loaaken by the
Group for the purpose of financing new projects dototal amount of PLN 10.8 million, on the one dhaand a
redemption of shareholders’ loans for a total anh@fi®LN 7.7 million, on the other hand.
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Overview of cash flows results

The Group funds its day-to-day operations prin¢ypttbm cash flows used in and provided by its epieig activities,
shareholder loans and borrowings under its loaititfas.

The following table sets forth the cash flows arpasolidated basis:

For the six months ended
30 June
2008 2007
PLN (thousands)

Cash flows used in operating activities (10,244) (35,394)
Cash flows used in investing activities (89) (141)
Cash flows from financing activities 3,202 11,172

Cash flows used in operating activities totaled PION2 million for the six months ended 30 June 289&ompared to
cash flows used in operating activities totaled A5\ million for the six months ended 30 June 200 decrease is
principally due to:

e adecrease in cash flow used in inventories ofleadial units from PLN 65.3 million during the sionths ended
30 June 2007 to PLN 43.0 million during the six mierended 30 June 2008;

* anincrease in income tax paid from PLN 1.5 millshrring the six months ended 30 June 2007 to PI/Nv6llion
during the six months ended 30 June 2008.

Cash flows used in investing activities totaled P@Nthousand and PLN 141 thousand during the sixtinsoended 30
June 2008 and 30 June 2007, respectively.

Cash flows from financing activities totaled PLN 3nillion during the six months ended 30 June 2@38;ompared to
PLN 11.2 million in the six months ended 30 Jun@7220rhe decrease is principally due to:

e an increase in redemption on shareholders’ loaoms fnil during the six months ended 30 June 200PLN 7.7
million during the six months ended 30 June 2008.
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Outlook for the remainder of 2008 and for 2009

A. Completed projects

The table below presents information on the tatsidential units in the three completed projectt the Company
expects to sell and deliver during the remainde20af8:

Number of residential Number of residential Number of
units sold (*) units delivered (*) residential units
Until 31 During the six Until 31 During the six expected to be
Total December months ended December months ended delivered (*) until
Project name Location units 2007 30 June 2008 Total 2007 30 June 2008 Total 31 December 2008
Meridian Warsaw 206 181 9 190 157 24 181 25
Mistral Warsaw 54 51 3 54 40 8 48 6
Imaginarium | Warsaw 58 50 5 55 - - - 58
Total 318 282 17 299 197 32 229 89

(*) 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 wordlitetr” (“delivered”)
relates to transferring the key for the apartmanttte client, which is the moment of revenue re¢amgmby the Company as stated
below:

Revenue is recognized upon the transfer to thertafysignificant risks and rewards of the ownersbipthe residential unit, i.e.,
upon signing of the protocol of technical acceptannd the transfer of the key to the residentidt. un

Meridian

The Meridian project was completed in October 200¥ Meridian housing estate comprises 3 seven-nargstorey
buildings with a total of 206 apartments and 7 cargial units. Until 30 June 2008, the Company redoed revenue
from the sale of 181 apartments (additionally idahg parking places and storages) and 7 commeucids. The
Company expects to sell and to deliver the remgig@ih apartments (additionally including parkinggela and storages)
prior to 31 December 2008.

Mistral

The Mistral project was completed in December 200Ye Mistral housing estate comprises 4 two-statetached
houses of 10 to 17 apartments each, with a totaflapartments. Until 30 June 2008, the Compamygrized revenue
from the sale of 48 apartments (additionally inahgdparking places and storages). The Company éxpeceliver the
remaining 6 apartments (additionally including pagkplaces and storages) prior to 31 December 2008.

Imaginarium |

The Imaginarium project was completed in the fgsarter of 2008. The Imaginarium housing estateprs®s two-
storey buildings with a total of 58 apartments. Bleeupancy permit, which is required to deliver sipartments to the
clients and to recognize revenues, was receivetiBofiugust 2008, therefore the Company expectsaliseerevenues
from the sales of all 58 apartments during the rede of 2008.
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Outlook for the remainder of 2008 and for 2009 (cotd)

B. Current projects scheduled to be completed ie tkmainder of 2008 and 2009

The table below presents information on four prigidor which completion is scheduled in the remamaf 2008 and
2009. The Company has obtained construction pefoitall four projects and has commenced consioucti

Total area Number of residential

Area of Total of units units sold
Project name Location plot (m? units (m? as at 30 June 2008
Galileo Pozna 8,598 232 16,100 59
Konstancin Warsaw 36,377 36 10,000 4
Gardenia Warsaw 7,129 22 3,520 -
Imaginarium Il Warsaw 12,743 *125 8,398 ** 27
Total 64,847 415 38,018 90

* |n the first phase of the project 65 apartmsewere offered to the clients. The managementlisvstiking on preparation of the
next phase comprising 60 apartments.

**  The project was offered for sale in late Jumdnereby clients had the possibility to executeréiservation agreements. As at 30
June 2008, 27 apartments were reserved wherebyvasmn deposits had been made. Execution of thegles agreements in
this project commenced in July 2008.

Galileo

Stage of development

Construction of the Galileo project commenced ibrEary 2007 and is expected to be completed irtthejuarter of
2008.

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 apartmeutd 6 commercial
units with an aggregate floor space of 16,160 he size of the apartments varies from 52 torhi2

Konstancin
Stage of development

Construction of the Konstancin project commenceBeghruary 2008 and is expected to be completelgeirdtd quarter
of 2009, with the completion of a number of uniystbe end of 2008.

Description of project

The Konstancin project is being developed on a ktrig of 36,377 rhlocated in the Konstancin district in Warsaw.
The Konstancin housing project will comprise 18 sdatached units (total 36 apartments) with an eggre floor
space of 10,000

Gardenia

Stage of development

Construction of the Gardenia project commencedugust 2008 and is expected to be completed in ithey3arter of
20009.

Description of project

The Gardenia project is being developed on a laig af 7,129 Mlocated in the J6zefostaw district in Warsaw (rtear
Piaseczno). The Gardenia project, a single familysing (houses in a row) project, will comprise Wflts with an
aggregate floor space of 3,526.Mhe size of each unit varies from 171 to 184 m

10
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Outlook for the remainder of 2008 and for 2009 (cotd)

B. Current projects scheduled to be completed ie ttmainder of 2008 and 2009 (cont’'d)

Imaginarium Il

Stage of development

Construction of the Imaginarium Il project commethée July 2008 and is expected to be completechbyend of the
2nd quarter of 2009.

Description of project

The Imaginarium Il project is being developed okaiad strip of 12,743 focated 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. Imaginariliis divided into two phases comprising a tothll@5 apartments.
The first phase of the project commenced in Jur@82ihd is divided into 3 multifamily buildings win aggregate
usable floor space of 4,692 womprising 65 apartments with sizes varying fraret115 .

Management has not taken yet a decision abouirttiegt of commencing the second phase of the prdjrnprising
60 apartments).

C. Other projects
Gemini |

Gemini | is a project situated in Warsaw, in Ursyrgt KEN street. The project is very well situatexkt to the subway
station Imielin. The project will be developed ofaad strip of 3,933 mand will comprise one multifamily building of
11 levels. It is envisaged that the ground flodt g reserved for commercial use while the renmgjnipper levels will
comprise residential apartments only. The totahpéal usable floor space is 12,127for apartments and 1,130 rfior
commercial use. The agreement for the construatiork has been concluded on 8 September 2008. Tie=mgnt
envisages commencement of construction works ioliaet2008 and completion by the end of July 2010.

Plejada

Plejada is a project situated in Tulce in the shbwf PoznA. The project will comprise about 146 single fantiyuses
and will be developed on a land strip of 39,604 The validated building permit has been obtained51 of 146
buildings. The Company is negotiating the agreerfamthe construction work, the construction wohkals commence
before the end of 2008. It is envisaged that irfitlsé phase the Company will commence constructibh8 houses.

Nautica

Nautica is a project situated in Warsaw, in UrsynaivStryjenskich Street. The project comprises v&-fitorey
buildings with the total planned usable area ofsdf,500 rhthat will be developed on a land strip of 10,700 Tine
project comprises approximately 150 apartments. grogimity of the forest in Kabaty and other redie@al areas as
well as the connections to the Warsaw subway a@dthilability of other public facilities are atttave features of the
Nautica project which are considered to be a ladgeantage. The Company received a validated bgilgermit.
Currently, preparatory works are in an advancegestancluding the negotiations on the agreementhferconstruction
works, which are expected to start before the raDo8.

Other projects

Other projects, which are at various advanced stafi@reparation and which may start towards the @2008 / in
early 2009 include:
- Mozart, a multifamily project located in Szczec#tip of land of 30,200 fnaggregated usable floor space of
33,500 m,
- Copernicus, a multifamily project located in Poznstrip of land of 9,700 fpaggregated usable floor space of
15,500 M.

Please note that some of the project parameterschamge, as the projects are still in their prefargphase.

11
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Additional information to the report

Major shareholders

To the best of the Company’s knowledge, as of #ite df publication of this short report for the awonths ended 30
June 2008 (26 September 2008), the following slwddelns are entitled to exercise over 5% of thengptights at the
General Meeting of Shareholders in the Company:

Shares
As of As of As of
26 September 2008 Increase 30 June 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
I.T.R. Dori B.V. 145,746,776 742,161 145,004,615 582,611 1440022
64.2% 63.9% 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 shabgysManagement Board members in the six months
ended 30 June 2008 and until the date of publicatiof the report

Shares

On 24 June 2008, the Company issued 300,000 newssiwdth a nominal value of EUR 0.02 each, to MioiCKerem,

President of the Management Board and Chief Exex@ifficer of the Company. These shares were isat@dminal

value in accordance with the right to these shasegranted to Mr. Kerem in 2007. Subsequently,stheres were
assigned by Mr. Dror Kerem to Elgindat Holdings ited, a limited liability company of which Mr. Drdferem is a
managing director and co-owner. No further sharexevissued to Mr. Kerem until the date of publmatf this report.
Other members of the Management Board did not iddally own or receive shares in the Company dutirggperiod
from 31 December 2007 until 26 September 2008.

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 2001 @6t September 2008. Rights to shares that weaatgd to
individual members of the Management Board befdré8cember 2007 but which have not been exercisaif the
date of publication of this report are as follows:

e Mr. Dror Kerem: a right to subscribe for 240,00@u#s in the capital of the Company with a nomirsdlg of
EUR 0.02 each, per year on the anniversary of &iie the Company’s shares were admitted to listimghe
Warsaw Stock Exchange (the "Admission") for fivemssive years, being in total 1,200,000 sharesarfo
issue price per share equal to PLN 5.75, provithedvever, that if the employment agreement between M
Kerem and the Company is terminated (for any réaddn Kerem’s entitlement to the vesting of thetiops
on the anniversary date of the year of such terninashall be relative to the proportion of the yéa the
anniversary date) he was employed by the Compamly Hrereafter, any remaining options granted in
accordance with the above are automatically caeatedind

«  Mr. Ariel Bouskild: a right to subscribe to a total number of 150,808res in the capital of the Company with
a nominal value of EUR 0.02 each, for an issueeppier share equal to PLN 5.75, one third per yeathe
anniversary date of the date of Admission for thseecessive years. As Mr. Bouskila stepped down as
Management Board member as of 23 June2008 andhegsfgom all his functions within the Group as &l
of July 2008, the above-mentioned rights have expir

! Mr. Bouskila resigned as member of the ManagerBeatd as of 23 June 2008.
12



Ronson Europe N.V.
Directors’ Report

Additional information to the report (cont’d)

Changes in ownership of shares and rights to shabgsSupervisory Board members in the six months
ended 30 June 2008 and until the date of publicatiof the 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 26t8mber 2008.

Changes in the Management Board in the six monthled 30 June 2008 and until the date of
publication of the report

» The Annual General Meeting of Shareholders thakt flace on 23 June 2008 adopted a resolution appgin
Mr. Tomasz tapiski as managing director A and member of the Badirlanaging Directors for a term of
four years and granting him the title ‘Chief Finah@©fficer’. His appointment came into force astloé day of
the adoption of the resolution.

Between 2000 and 2008, Mr. Lapki worked in the investment banking division of iOredit Group in
Warsaw (formerly of HVB and of Bank Austria Creditalt) — in UniCredit CA IB Poland (formerly CA IB
Financial Advisers). His experience in investmeamhing includes mainly M&A transactions as wellcdler
corporate finance related assignments. He wasrafgmwnsible for equity capital market (ECM) trartisars,
including the initial public offering of Ronson Epe N.V. Before joining CA IB Financial Advisergp
1998 to 2000, Mr. Lapski worked for the consulting company Central Ewrdpust. Mr. Lapiski graduated
from Warsaw School of Economics (Finance and Bapkiaculty).

Mr. Lapinski replaced Mr. Ariel Bouskila, who stepped dowsmaanaging director A and CFO effective on the
day of the AGM. By the end of July 2008, Mr. Argbuskila ended all his functions within the Groujphout
any additional significant costs for the Group.

» Mr. Dror Kerem, subject to acceptance of the Gdndeeting of Shareholders, will step down as Presicdf
the Management Board and Chief Executive Officethef Company, as of 10 October 2008 (date of the
upcoming General Meeting of Shareholders). On 3te®elper 2008, the Company, its subsidiary Ronson
Development Management Sp. 0.0. (“Ronson Managé€mémt. Kerem and Elgindat Holdings Ltd., which is
a company owned by Mr. Kerem (“Elgindat”) concludedermination agreements whereby parties mutually
agreed to terminate the consulting agreement ehiete between the Company and Elgindat on 1 Jgnuar
2008 and the employment agreement entered intoeleetwir Dror Kerem and Ronson Management on 1
January 2008. The termination of both agreemenlisbai effective as of 31 March 2009. Mr. Kerem has
agreed to continue to render agreed-upon servicethe Company during the termination period and to
cooperate with the new Chief Executive Officerlaf Company to ensure a smooth transition. Mr. Kesball
be entitled to receive his remuneration as spekifighe original employment and consulting agrestsie

» As per 3 September 2008, Mr. Karim Habra has resignom his position as Management Board Director
(Director B). The resignation by Mr. Karim Habradsnnected with his resignation as managing directo
GE Real Estate Central and Eastern Europe, whiofpaay is an affiliate of GE Real Estate CE Residént
B.V., one of the principal shareholders of the Camp

On 18 September 2008, the Supervisory Board hasliesl as follows:

» To nominate Mr. Shraga Weisman and Mr. Ariel Bolsskis the candidates for the position Presiderthef
Management Board (Managing Director A) and Chieéé&trtive Officer of the Company, replacing Mr. Dror
Dory Kerem. And to recommend to the shareholdemspiooint Mr. Shraga Weisman as the President of the
Management Board (Director A) and Chief Executivéig@r of the Company. Mr Weisman served as the
Chief Executive Officer of Ashdar Building Compahyd. from 1997 until May 2008. Ashdar Building
Company Ltd., listed on the Tel-Aviv Stock Exchamgjace May 2007, is one of the largest real estate
development companies in Israel focusing on resiglend commercial projects, hotels and protected
accommodation projects. From 1990 to 1997, Mr. Wiais was the Chief Executive Officer of Natanya
Tourism Development Company, which developed reside and infrastructure development projects in
Israel. Mr. Weisman holds a BA title from Tel-Aviuniversity, an MSC title from Technion, the Israeli
Institute of Technology, and is a certified redhés appraiser in Israel.
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Ronson Europe N.V.
Directors’ Report

Additional information to the report (cont’d)

» To nominate Mr. Karol Pilniewicz and Mr. Timothy Ki@r as the candidates for the position of the nezrab
the Board of Managing Directors (Managing Diredmreplacing Mr. Karim Habra, and to recommendh® t
shareholders to appoint Mr. Karol Pilniewicz. Mrangél Pilniewicz is employed by GE Real Estate Cantr
Eastern Europe. Before joining GE Real Estate Mnid®vicz was employed by Aareal Bank A.G.

» To nominate Mr. Andrzej Gutowski and Mr. Wilbert Wawuijver as the candidates for the position @& th
member of the Board of Managing Directors (Manadiigector A) and to recommend to the shareholders t
appoint Mr. Andrzej Gutowski and grant him theetiBales and Marketing Director. Mr. Andrzej Gutoinsks
been employed by Ronson Development Managementz Spo. for 4 years as the Sales and Marketing
Manager. Mr. Gutowski is also a member of the manant boards of many subsidiaries of the Company.

Appointment of the recommended candidates as themembers of the Management Board (Mr. Shraga Waism
Mr. Karol Pilniewicz and Mr. Andrzej Gutowski) isulsject to the approval of the General Meeting oc&ar8holders
which is scheduled for 10 October 2008.

Changes in the Supervisory Board members in thermsianths ended 30 June 2008 and until the date of
publication of the report

The Annual General Meeting of Shareholders held28nJune 2008 adopted a resolution appointing MuvBe
Sharoni as a member of the Board of Supervisorgdbirs. His appointment came into force as of thg af the
adoption of the resolution.

Mr. Sharoni’s recent positions include Deputy Masgragnd head of Non Life Arieh Insurance Company frimm 1980
to 1984. In the years 1984 to 2000, he acted asitpapeneral Managing Director and from 2000 un@iD2 as the
General Managing Director of Arieh Insurance Comphtd. Since 2003, Mr. Sharoni has been chairmashifbit
Insurance Company Ltd. and since 2006 also chaimofavillenium Pension Savings Ltd. The activitieEboth of
these companies are related to the financial secibiare not competitive to Ronson Europe N.V.

Mr. Sharoni graduated from Hebrew University Jelersa— Middle East Studies, International Affairse Hilso
accomplished his MBA studies at Sehiller Universityaris.

Other

As of 30 June 2008, the Company has issued guasafie bank loans granted to subsidiaries amourttiraytotal of
PLN 45,563 thousand.

As of 30 June 2008, the Group has no litigatiomscfaims or liabilities that in total exceed 10%tloé Group’s equity.

The following net movements in the Group’s mainysmns took place during the six months endedB® 2008:
- adecrease in the provision for deferred tax litdd of PLN 6,599 thousand.

Capital structure, restrictions regarding sharehadrights and issue of new shares in the Company

The share capital of the Company consists of orgishares only, whereby one share represents dee Woere are no
restrictions in respect of exercising rights at&tko the shares by any shareholder. The ManagdBeamtl is, subject
to the approval of the Supervisory Board, authdrise resolve to issue shares for a period of 5sy@drich period
lapses in 2011, for a maximum of per issue of shafe25% of the issued share capital immediateilyrfio that issue,
with an aggregate maximum of all non-issued shaféise authorised share capital. Subject to ther@bine Company
can only issue shares pursuant to a resolutioheof3eneral Meeting of Shareholders for a fixed nemadf shares and
for a fixed period not exceeding 5 years. Suchdgi@cican only be taken upon a proposal by the Mamagt Board
subject to approval by the Supervisory Board.
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Ronson Europe N.V.
Directors’ Report

Additional information to the report (cont’d)
Indemnity for Management Board members and SupeovisBoard members

The Articles of Association of the Company providean indemnification for all directors of the Cpany (article 42).
The members of the Supervisory Board and Managemeatd shall be reimbursed for (i) all reasonalbsts of
conducting a defence against claims based on adtslures to act in the exercise of their duti@ég,any damages or
fines payable by them as a result of an act ouraito act in the exercise of their duties, andl (@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 charamtdras wilful misconduct or gross negligence. Regms to award the
indemnification are to be disclosed in the Annuatdunts of the Company. Adoption of the Annual Agcus will be
considered to be approval of such resolutions,asrlee General Meeting of Shareholders decideswitie

Representation concerning accounting policies

The Management Board confirms to the best of tkeowledge that the Consolidated Interim Financi@t&nents

together with comparative figures, have been pegpaccording to all applicable accounting standardsgive a true
and fair view of the state of affairs of the Gragat the end of the period and of the profit eslof the Group for the
period then ended.

Management’s discussion and analysis in this Semital report show a true and fair view of the stdtaffairs of the

Group, including evaluation of major risks and utaiaties.

Representation concerning election of the Compangigitor

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

Risk factors

The Company’s business is subject to numerous,rislish as risks related to its business and siraieg
employees and growth, regulatory approval and ajbgernment regulations, and its financial conditio

Risk factors which are specific to the Company:

» The Company may be unable to sell the residentiék uhat it builds at attractive prices. The vahfea
residential property depends to a large extent tsnldcation, architectural design and standard of
construction. If the Company misjudges the deditghif a property’s location or its design, it mapt be
able to sell the property at the budgeted pricatal. If the Company is required to reduce tHessarice to
attract purchasers, the market value of the prgpestld be significantly reduced and the Company’s
margins could decrease below profitable levels.

» Risk associated with the acquisition of furtherdaand identifying profitable development projectsludes
the risk of stronger competition in the real estasrket, the risk of a slow process of obtainingmpts, the
absence of local zoning plans and the limited atdity of land with the appropriate infrastructure

» Risk associated with access to financing for then@any’s potential clients.

» The Company faces significant competition from ottlevelopers. Competition may lead to, among other
things, either to an over-supply of residentialgadies through over-development or to an incréasand
prices.

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

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

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

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

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

Additional information to the report (cont’d)

» The Company is dependent on senior members of theagement, especially the members of the
Management Board. The departure of few memberheoManagement Board and/or other key employees
within short period of time could have an adverffect on the ability of the Company to conduct its
activities.

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

» Risk associated with restrictive covenants in tlem@any’s credit agreements. Events beyond its abntr
could result in the Company not being able to cgmpith such covenants and, as a result, constdate
event of default under the credit agreements. Iéw@ent of default under a credit agreement werectur,
the Company may be forced to repay the outstaratimgunt of the loan earlier than planned.

Risk factors which are specific to the Company’slirstry:

» Risk associated with obtaining administrative comseThe Company cannot guarantee that any permits,
consents or permissions required from various gowent entities in connection with existing or new
development projects will be obtained by the Comypiaina timely manner or, what is less likely, wile
obtained at all, or that any current or future pnetonsents or permissions will not be withdrawn.

» Risk associated with the completion of developmamwjects. This risk includes, in particular, thdageor
failure to receive permits required for the sitedé used in accordance with the Company’s plagiayd in
the completion of construction, costs that excéede budgeted because of unfavorable weather gmma]it
the insolvency of contractors or subcontractorboiladisputes at the contractor or subcontractoellev
increases of prices and shortages of constructiatenils or equipment, accidents or unforeseemteagh
difficulties, the inability to obtain permits neeti® bring the building or buildings into use ohet required
permits, or changes in the regulations relatinigtal use.

» Risk associated with the Company’s dependence atramiors. The Company uses specialist construction
companies for most of the construction work onvisious projects. The Company cannot guarantee the
correct and timely performance of the contractedkady the contractors. This may cause delays én th
completion of individual projects and consequentigrease the costs of their completion. Moreover,
contractors may develop liquidity problems whichynadfect the quality and timely completion of thenks
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 andratbsts including, but not limited to the followifactors:
inflation; increases in taxes and other statutdmgrges; changes in the law, regulations or govenhme
policies (including those relating to health antesaat work and environmental protection) whickriase
the costs of compliance with such laws, regulationgolicies; and increases in the cost of borrgwim
light of the growing competition on the Polish restate market, the Company could also be faced wit
increased marketing costs.

» Risk associated with increases in project costse Tompany has entered into, and will enter into,
construction agreements with general contractotsutinl the Company’s development projects. Thescot
these projects can vary due to: changes in theesobm given project and in its architectural desig
increases in the cost of building materials anthbbr costs; the contractors not completing thekeavithin
the agreed term and to a standard which is acdegmthe 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 caonhti

» Risk associated with infrastructure.

» Risk associated with using improper constructiahtelogy.

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

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

» Risks associated with the Company's agreementsaitomg clauses prohibited by law as well as the
enactment of the Act on Protecting Purchasers al Rstate Development Transactions.

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

» Risk associated with the Company’s inability toedtand prevent fraud or other misconduct commitied
its employees or third parties.
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Additional information to the report (cont’d)

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 agairsCibmpany
and its management.

» Risk associated with inefficiency of the land andrtgage 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 taattment for non-Dutch investors in a Dutch compaiay be
more complex and costly.

The Management Board

Dror Kerem Tomasz tafski David Katz

Amos Weltsch

Rotterdam, 26 September 2008
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Ronson Europe N.V.

Consolidated Interim Financial Statements for the & months ended 30 June 2008

Consolidated Income Statement

For the six

months ended

30 June 2008

For the year

For the six

ended 31 months ended

December 2007 30 June 2007

In thousands of Polish Zlotys (PLN) Note (Unaudited) (Audited) (Unaudited)
Revenue 6 22,928 129,588 12,667
Cost of sales (12,095) (69,851) (8,817)
Gross profit 10,833 59,737 3,850
Selling and marketing expenses (476) * (413) * (284)
Administrative expenses 7,8 (7,289) * (9,356) * (4,137)
Other income, net 183 * 360 * 130
Result from operating activities 3,251 50,328 (441)
Finance income 9 978 1,321 728
Finance expense 9 (578) (1,156) (730)
Net finance income/(expense) 400 165 (2)
Profit/(loss) before taxation 3,651 50,493 (443)
Income tax benefit/(expense) 10 (1,164) (10,217) 251
Profit/(loss) for the period 2,487 40,276 (192)
Attributable to:

the equity holders of the parent company 2,487 38,903 (226)
minority interests 19 - 1,373 34
Profit/(loss) for the period 2,487 40,276 (192)
Weighted average number of equivalent

shares (basic) 20 226,676,611 100,265,099 -
Weighted average number of equivalent

shares (diluted) 20 228,866,666 101,078,143 -
Net earnings per share of EUR 0.02 each

(basic and diluted) 20 0.01 0.39 -

* reclassified for comparison purposes.

The notes on pages 26 to 68 are an integral pititt@se consolidated interim financial statements.



Ronson Europe N.V.
Consolidated Interim Financial Statements for the & months ended 30 June 2008

ConsolidatedBalanceSheet

As at 30 As at 31 As at 30

June 2008 December 2007  June 2007
In thousands of Polish Zlotys (PLN) Note (Unaudited) (Audited)  (Unaudited)
Assets
Property, equipment and intangible assets 11 1,217 807 796
Investment property 12 - - 44,300
Long-term finance lease receivable 13 504 590 667
Deferred tax assets 14 2,080 1,348 3,657
Total non-current assets 3,801 2,745 49,420
Inventories of residential units 15 501,088 457,774 247,731
Trade and other receivables 16 44,310 66,176 40,126
Cash and cash equivalents 17 64,698 71,829 14,757
Total current assets 610,096 595,779 302,614
Total assets 613,897 598,524 352,034
Equity
Shareholders’ equity 18
Share capital 16,953 16,933 172
Share premium reserve 215,105 215,105 91,878
Retained earnings 44,505 39,935 -
Total shareholders’ equity 276,563 271,973 92,050
Minority interests 19 - - 18,745
Total equity 276,563 271,973 110,795
Liabilities
Loans and borrowings 22 165,836 145,669 106,665
Deferred tax liability 14 3,150 9,749 8,102
Total non-current liabilities 168,986 155,418 114,767
Loans and borrowings 22 90,210 105,175 10,085
Trade and other payables 24 10,968 *10,233 * 22,838
Income tax payable 1,949 * 317 * 87
Provisions 21 501 501 501
Deferred income 23 64,720 54,907 92,961
Total current liabilities 168,348 171,133 126,472
Total liabilities 337,334 326,551 241,239
Total equity and liabilities 613,897 598,524 352,034

* reclassified for comparison purposes.

The notes on pages 26 to 68 are an integral patthese consolidated interim financial statements
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Consolidated Interim Financial Statements for the & months ended 30 June 2008

Consolidated Statement of Changes in ShareholderEquity

For the six months ended 30 June 2008 and for thegr ended 31 December 2007:

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 liabiliteasd issue of
shares upon establishment of the Company (1) (105,810) - - 172 91,878 (13,760)
Net contribution in kind of assets and issue of shares (2) (20,084) - 45 20,084 45
Exclusion of a subsidiary from consolidation (3) - - - - (22,360) (22,360)
Share-based payment (see note 18c) - - 806 - - 806
Capital payment - - - - 700 700
Issue of new shares in exchange of share premisenve - 14,772 (14,772) -
Issue of new shares (4) 1,944 139,575 141,519
Balance at 31 December 2007 (Audited ) - 39,935 16,933 215,105 271,973
Net profit for the six months ended 30 June 2008 - - 2,487 - - 2,487
Issue of new shares (5) - - - 20 - 20
Share-based payment (see note 18c) - - 2,083 - - 2,083
Balance at 30 June 2008 (Unaudited) - 44,505 953 215,105 276,563
For the six months ended 30 June 2007:
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 subsiBzof
Ronson Group at 1 January 2007 106,036 18,711 - - - 124,747
Net loss for the six months ended 30 June 2007 6)(22 34 - - - (192)
Net contribution in kind of assets and liabiliteasd issue of
shares upon establishment of the Company (1) (105,810) - - 172 91,878 (13,760)
Balance at 30 June 2007 (Unaudited) 18,745 - 172 91,878 110,795

The notes on pages 26 to 68 are an integral patthese consolidated interim financial statements
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Consolidated Statement of Changes in Shareholderg&quity (cont'd)

(1) On 29 June 2007, the Company issued 45,000ssfestablishment shares) with a par value of Eyierishare (PLN
172 thousand) to ITR Dori, that were subsequentliy sp 29 September 2007 into 2,250,000 shares avigtar value of
EUR 0.02 per share.

Following the incorporation of the Company, the sefi@reholder and founder of the Company, ITR Dosigagd and
contributed to the Company, on 29 June 2007, iseshand rights to shares in 36 Polish companieghwamounted to
PLN 105,810 thousand as well as a liability undelo@n agreement between ITR Dori and Ronson Developme
Residential Sp. z 0.0., one of the Polish entitieshich the shares were transferred to the Compigy principal amount
under the loan agreement of which the liability wastributed plus accrued interest as at 29 Juf&,2imounted to PLN
13,932 thousand. The net effect of the contribuisoa decrease of PLN 13,760 thousand as presahtec.

(2) On 27 September 2007, the Company issued 15/88@s with a par value of EUR 1 per share (PLNdGgand) to
GE Real Estate, the minority shareholder, that #pdise shares on 29 September 2007 into 594,508sshvih a par value
of EUR 0.02 per share.

As part of the process of combining the Ronson Graafivities under Ronson Europe, GE Real Estate naade
contribution in kind of its shares held in cert®olish Ronson subsidiaries, which amounted to PQ)O&4 thousand. The
net effect of the contribution is an increase oNR45 thousand as presented above.

(3) Excluding Brighton Tec from the consolidation:

Initially, Brighton Tec owned the land at Klobuckae®t in district Mokotéw in Warsaw. On 26 Septemd@07, the land
was sold to Landscape, a wholly-owned subsidianthef Company. Subsequently, the Group ceased toolkate
Brighton Tec (for more information see note 1(c)).

(4) On 24 October 2007, the Company completechiali public offering of its shares on the Wars&tock Exchange,
having sold 26.6 million new shares at an offefimige of PLN 5.75 per share. From the total proseedeived of PLN
153,333 thousand, the Group deducted an amouritMflR,814 thousand representing the total cosesctir attributed to
the initial public offering. Those costs represerainly underwriters' legal, advisory and accounfews, and costs related
to the initial public offering road show, relatedhic relations and marketing.

(5) On 24 June 2008, the Company issued 300,000ongéwwvary shares with a nominal value of EUR 0.@2heto Mr.
Dror Kerem, president of the Management Board anéfGhiecutive Officer of the Comoany. The shares vieseed to

Mr. Dror Kerem at nominal value for a total amoohEUR 6 thousand (PLN 20 thousand) in accordante tie rights
to shares in the Company granted to Mr. Dror Keire@007.

The notes on pages 26 to 68 are an integral paitiese consolidated interim financial statements.

23



Ronson Europe N.V.
Consolidated Interim Financial Statements for the & months ended 30 June 2008

Consolidated Statement of Cash Flows

For the six For the year For the six
months ended ended 31 months ended
30 June 2008 December 2007 30 June 2007

In thousands of Polish Zlotys (PLN) Note (Unaudited) (Audited) (Unaudited)
Cash flows from operating activities
Profit/(loss) for the period 2,487 40,276 (192)
Adjustments to reconcile profit/(loss) for the
period to net cash used in operating activities:
Depreciation 11 257 509 259
Net finance expense 8,341 * 9,333 * 2,494
Loss on sale of property, equipment and
intangible assets 7 - -
Income tax expense/(benefit) 10 1,164 * 10,217 * (251)
12,256 60,335 2,310
Decrease/(increase) in finished goods 12,093 (25,005) 4
Increase in work in progress (55,084) (250,080) (65,245)
Increase/(decrease) in trade and other receivables 21,989 (44,807) (18,369)
Increase /(decrease) in trade and other payables 627 * (5,485) * 6,881
Share-based payment 18 2,083 806 -
Increase in deferred income 9,813 3,917 41,807
3,777 (260,319) (32,612)
Interest paid (7,351) * (6,854) * (1,285)
Income tax paid (6,670) * (2,098) * (1,497)
Net cash used in operating activities (10,244) (269,271) (35,394)
Cash flows from investing activities
Acquisition of property, equipment and intangible
assets (122) (219) (1412)
Proceeds from sale of property, equipment and
intangible assets 33 -
Net cash used in investing activities (89) (219) (141)
Cash flows from financing activities
Proceeds from new shares issued 18 20 154,250 172
Costs directly attributed to the new shares issuedl8 (11,814) -
Proceeds from bank loans 22,967 179,985 15,380
Proceeds from related-party loans - 36,442 -
Repayment of bank loans (12,169) (25,856) (4,380)
Repayment of related-party loans (7,616) (30,557) -
Net cash from financing activities 3,202 302,450 11,172

* reclassified for comparison purposes.

The notes on pages 26 to 68 are an integral paitiese consolidated interim financial statements.
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Ronso

n Europe N.V.

Consolidated Statement of Cash Flows (cont’d)

For the six For the year For the six
months ended ended 31  months ended
30 June 2008 December 2007 30 June 2007
In thousands of Polish Zlotys (PLN) Note (Unaudited) (Audited) (Unaudited)
Net effect of excluding a subsidiary from the
consolidation(1) - (251) -
Net change in cash and cash equivalents (7,131) 32,709 (24,363)
Cash and cash equivalents at beginning of
period 71,829 39,120 39,120
Cash and cash equivalents at end of period 17 64,698 71,829 14,757

* reclassified for comparison purposes.

(1) Net cash effect due to exclusion of a subsjdi@m consolidation as described in Note 1(c)

In thousands of Polish Zloty (PLN) As at 1 July2007
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 26 to 68 are an integral patthese consolidated interim financial statements.
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Notes to the Consolidated Interim Financial Statenms

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 develemt 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 Wagtagk Exchange since 5 November 2007. As at
30 June 2008, 63.9% of the outstanding shareseddehly 1.T.R. Dori B.V. (“ITR Dori"), 18.4% of the
outstanding shares are held by GE Real Estate GEl&tial B.V. (“GE Real Estate”) and the remaining
17.7% 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@¥56in 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 0.0., invested in the Ronson Gowash for 20.9% of the shares in a number f th
Polish companies, specifically in those compantest tvere 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 thesRalbmpanies 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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(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 sold 26.6 million séares at an offering price of PLN 5.75 per share,
whereas ITR Dori sold 13.7 million existing shas¢sn offering price of PLN 5.75 per share. Follogvi
the initial public offering, the Company had a totearket capitalisation of over PLN 1,303 milliofhe
Company’s shares trade under the symbol “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 Interim Financial Statements efRonson Group as of and for the six months ended
30 June 2007 are presented for comparative purpmsgéshave been included from 1 January 2007
reflecting the fact that control by the Group atzdaowners effectively existed throughout the sixithe
ended 30 June 2007 taking into account minoritgragt in the individual entities of the Group as pe
these dates. All balances between the entitieserGroup as of 30 June 2007 as well as all traiosect
during the six months ended 30 June 2007 have éawimated.

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, waduibed in the Company’s Consolidated Interim
Financial Statements until 30 June 2007. On 26epeiper 2007, the transfer of the legal ownership of
the investment property from Brighton to Ronson &epment Landscape Sp.k., a limited partnership
and part of the Group, was completed. After tHe shassets, Brighton does not perform any opagati
activities and, accordingly, is no longer consdiidbin the Consolidated Financial Statements. QGinee
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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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 Interim Financial Statements, the yd#ancorporation and the percentage of ownership
and voting rights directly held by the Company 83GJune 2008:

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 0.0. (*) 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{@eneral partner, see “b” below) 2006 100.0%
21. Ronson Development Construction Sp. z 0.0. (Limgadner, see “b” below) 2006 100.0%
22. Ronson Development City Sp. z 0.0. (no activitie3tJune 2008) 2006 100.0%
23. Ronson Development Village Sp. z 0.0. (*) 2007 100.0%
24. Ronson Development Conception Sp. z 0.0. (¥) 2007 100.0%
25. Ronson Development Architecture Sp. z o.0. 2007 100.0%
26. Ronson Development Skyline Sp. z 0.0. (*) 2007 100.0%
27. Ronson Development Continental Sp. z 0.0. (*) 2007 100.0%
28. Ronson Development Universal Sp. z 0.0. (*) 2007 100.0%
29. Ronson Development Retreat Sp. z 0.0. 2007 100.0%
30. Ronson Development South Sp. z 0.0. (*) 2007 100.0%
31. Ronson Development West Sp. z 0.0. (*) 2007 100.0%
32. Ronson Development East Sp. z 0.0. (no activiti@aune 2008) (*) 2007 100.0%
33. Ronson Development North Sp. z 0.0. (*) 2007 100.0%
34. Ronson Development Providence Sp. z 0.0. 2007 100.0%
35. Ronson Development Destiny Sp. z 0.0. (no activiéie30 June 2008) (*) 2007 100.0%
36. Ronson Development Millenium Sp. z 0.0. (no adgsitat 30 June 2008) (*) 2007 100.0%
b. held indirectly by the Company :
1 Ronson Development Community Sp.k. (**) 2007 100.0%
2 Ronson Development Estate Sp.k. (no activitie9atuhe 2008) (**) 2007 100.0%
3 Ronson Development Home Sp.k. (**) 2007 100.0%
4 Ronson Development Horizon Sp.k. (no activitie3@gune 2008) (**) 2007 100.0%
5 Ronson Development Landscape Sp.k. (**) 2007 100.0%
6  Ronson Development Town Sp.k. (no activities aj@0e 2008) (**) 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 prigje@dich are completed or near completion.

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

(**) The companies above are held by Ronson Dgraknt 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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2.

(@)

(b)

()

(d)

Basis of preparation and measurement

Basis of preparation and statement of compliaze

The Consolidated Interim Financial Statementsfe@0aJune 2008 and 30 June 2007, comprising of the
Consolidated Income Statements, the ConsolidatéghBa Sheets, the Consolidated Statements of Cash
Flows and the Consolidated Statements of Chang8&aneholders’ Equity for the six months ended 30
June 2008 and 30 June 2007, have been reviewendbpendent auditors. The Consolidated Financial
Statements as of 31 December 2007 comprising oftdmsolidated Income Statement, the Consolidated
Balance Sheet, the Consolidated Statement of Clastsfand the Consolidated Statement of Changes in
Shareholders’ Equity for the year ended 31 Decer2bér have been audited.

These Consolidated Interim Financial Statement& lmeen prepared in accordance with International
Financial Reporting Standards as adopted by the('HtRS”). The Consolidated Interim Financial
Statements are presented in thousands of Polisty ZIBLN"). The Consolidated Interim Financial
Statements were approved by the Board of DiredbRonson Europe N.V. on 26 September 2008.

The Consolidated Balance Sheet as at 30 June 289 bden prepared by aggregating the individual
balance sheets of the entities in the Group takitggaccount minority interests in the individualtides

of the Group. As at 30 June 2008 and as at 31 Deee007, there were no minority interests. The

Consolidated Income Statements for the year endddegember 2007 and for the six months ended 30
June 2007 have been prepared by aggregating thdinal income statements of the entities in the

Group taking into account minority interests in thdividual entities of the Group during those pes.

All balances and transactions between the entitise Group have been eliminated.

Basis of measurement

The Consolidated Interim Financial Statements Hmaan prepared on the historical cost basis exoept
investment property which is measured at fair vallbe methods used to measure fair values are
discussed further in notes 12 and 25.

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

The consolidated interim financial statementsmesented in thousands of Polish Zloty (“PLN") whic
is the Group’s functional and presentation currency

Transactions in currencies other than the funeti@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 monetasets and liabilities denominated in currenciegmoth
than the functional currency are recognized initkeme 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 revieadan ongoing basis. Revisions to accounting
estimates are recognized in the period in whicteiiamate is revised and in any future periodscedfd

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:
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2.

(@)
(i)

(ii)

Basis of preparation and measurement (cont’d)

. Note 12 — valuation of investment property

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

« Note 25 — valuation of financial instruments

Significant accounting policies

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

Basis of preparation of the consolidated intém financial statements

Subsidiaries

Subsidiaries are entities controlled by the Corgp&ontrol 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 inclugethé consolidated statements from the date thatao
commences until the date that control ceases.

Acquisitions from entities under common contol

Business combinations arising from transfers ¢érgsts 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 preskior, if later, at the date that common contrabw
established. For this purpose comparatives arategstThe assets and liabilities acquired undemoom
control are recognized at the historical carryingpants. Any cash paid for the acquisition is reépegh
directly in the (invested) equity.

(i) Transactions eliminated on combination

(b)
()

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 translébetthe respective functional currencies of Groufities
at exchange rates at the dates of the transaatging:

. the purchase or selling rate of the bank whoseiEsare used by the Group — in case of foreign
currency sales or purchase transactions, as weflthe 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 ieifgr currencies at the reporting date are retrtatshm

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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3.

(c)
(i)

(ii)

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 classified into 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 classifiegrunon-current assets. After initial measurement,
loans and receivables are subsequently carriethattized cost using the effective interest methexst|
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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3.

(d)
(D

(ii)

(i)

(€)

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 directlyaitdble to the acquisition of the asset. The cosed-
constructed assets includes the cost of matenmlsdaect 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 incomenstat 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 econorhbinefits 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 income statement asriet.

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 fro73 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. Detiwadia
calculated starting from the month following thenttoin which an asset is brought into use.

Intangible assets
Intangible assets are stated at cost less acclwedunortization and impairment losses, if any (see
accounting policy (k)).

Subsequent expenditure

Subsequent expenditure is capitalized only whenciteases the future economic benefits embodied in
the specific asset to which it relates. All othgpenditure, including expenditure on internally geated
goodwill and brands, is recognized in the incona¢eshent when incurred.
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(e)
(ii)

(f)

(@)
(i)

(ii)

Significant accounting policies (cont'd)

Intangible assets (cont'd)

Amortization

Amortization is recognized in the income statentant straight-line basis over the estimated udiefes
of intangible assets from the date that they agdlae for use. The estimated useful lives foamfible
assets (software) are 2 years.

Investment property

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

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

Investment property is de-recognized when dispo$ed 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.

Leases

Finance leases — lessee accounting

Leases in which the Group assumes substantidlthekisks and rewards of ownership are classified
finance leases. Upon initial recognition, the lehasset is measured at an amount equal to the lfwer
its fair value and the present value of the minimaase payments. Subsequent to initial recognitiom,
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 asanfie
lease.

The gross investment in the lease equals the $uminimum lease payments less building maintenance
costs to be paid by the Group. The net investmefihance leases represents the difference bettheen

gross investment in the lease and unearned income.

The principal portion of lease payments receivalisequently reduces the initial net investmentin t
finance leases.
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(h)

()
(i)

(ii)

(k)
(i)

Significant accounting policies (cont'd)

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 inelud
expenditure incurred relating to the constructiba project. Net realizable value is the estimateling
price in the ordinary course of business, lese#itienated 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 associatgld a project or a phase of a project that is late
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 taxesrgataiuring 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 (p)),

g) professional fees attributable to the developméttieproject,

h) construction overheads and other directly relatexisc

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

Equity

Share capital

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

Share premium reserve

Share premium includes the excess of proceed&/eecfrom 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 impairembjective evidence indicates that one or more evieate
had a negative effect on the estimated future ftawls 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 tsbffor impairment on an individual basis. The rerma

financial assets are assessed collectively in grthg share similar credit risk characteristics.
All impairment losses are recognized in the incatiagement.
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3.

(ii)

o

(m)

(i)

Significant accounting policies (cont'd)

An impairment loss is reversed if the reversal barrelated objectively to an event occurring affter
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-finanaisgets, investment property, inventories of residen
units and deferred tax assets, are reviewed at egurting date to determine whether there is any
indication of impairment. If any such indicationigs then the asset’s recoverable amount is esidnat
(for inventories the net realisable value is estadn

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 vafn asset is the greater of its value in useitaridir
value less costs to sell. In assessing value intheeestimated 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 foernitaries 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 recoverabler@mo the net realizable value. An impairment lisss
reversed only to the extent that the asset’s agagrgimount does not exceed the carrying amount that
would have been determined, net of depreciatioraraprtization, if no impairment loss had been
recognized.

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 hd
required to settle the obligation. Provisions ag&edmined by discounting the expected future chsiasf
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 residentrdt (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 resiglamits, which represent deferred income, arerdede
to the extent that they do not meet the criteribe@ecognized as revenue.
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(ii)

(iif)

(iv)

(n)

(0)

(9)

Significant accounting policies (cont'd)

Revenue on finance leases

Finance lease income is recognized based on tigtgmimethod under which total finance lease irgere
income and the excess of scheduled lease paymeatsttee cost of the related assets is deferred and
amortized as income over the lease term by empiatyia effective interest rate that provides a comntst
periodic rate of return on the net investment mldase.

Revenue on operating leases
Payments received under operating leases are rigedgn 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 tmisls capitalized to inventory based on the prigor
of residential units sold.

Construction costs relating to unsold units aretaiped as inventory within current assets, eithsr
work in progress or finished goods depending onsthge 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 asldbed 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 statemerstn accrual basis.

Other income, net
Other income comprises insignificant revenues frental of the lands and properties that are déstica
for development. Other income is recognized inititeme statements on an accrual basis.

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

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.
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3.

(a)

(r)

(s)

(t)

(u)

Significant accounting policies (cont'd)

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 thahi@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 i@hsaction
that is not a business combination and that affeeither accounting nor taxable profit. Deferrex i
measured at the tax rates that are expected tpfiec to the temporary differences when they reser
based on the laws that have been enacted or stibbstpenacted by the reporting date.

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

A deferred tax asset is recognized only to theregxhat it is probable that future taxable psofitill be
available against which the asset can be utiliZgdeach balance sheet date deferred tax assets are
reduced to the extent that it is no longer probétide 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 sedjmeor 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 earningsspare (EPS) data for its ordinary shares. The
computation of the basic earnings per share amrmeted on the basis of the weighted average gaeva
of the issued and paid-in share capital outstandiming the year. The diluted earnings per shaee ar
determined by adjusting the income statement atalide to ordinary shareholders and the weighted
average number of ordinary shares outstandinghfereffects of all dilutive potential ordinary share
which comprise convertible notes and share optipasted and rights to obtain shares by employees.

Share options granted

The Group operates a share-based incentive planfair value of share options granted to managémen

and other employees as at the grant date is resedjris an employee expense, with a corresponding
increase in equity recognised in retained earningsr 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 - defined contribution plas

Obligations for contributions to defined contrilut pension plans are recognised as an expensgin t
income statement as incurred.
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3.

v)

Significant accounting policies (cont'd)

New standards and interpretations not yet adated

A number of new standards, amendments to stasdand interpretations, are not yet
effective for the six months ended 30 June 2008,leve not been applied in preparing these
Consolidated Interim Financial Statements:

IFRS 8 Operating Segmentffective for annual periods beginning on or mfteJanuary 2009).
The Standard requires that segment informationldhme presented in disclosure based on the basis
of components that management monitors in makirginless decisions. Operating segments are
components of an entity about which separate fi@hrcformation 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 vatlimave an impact on the Group’s operations, as the
Group capitalizes borrowing costs to inventory.

IFRIC 13 Customer Loyalty Programmésffective for annual periods beginning on or aftefuly
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.

Revised IAS 1Presentation of Financial Statemer{effective from 1 January 2009). The revised
Standard requires information in financial statetsetv be aggregated on the basis of shared
characteristics and introduces a statement of celngmsive income. Iltems of income and expense
and components of other comprehensive income magrésented either in a single statement of
comprehensive income with subtotals, or in two sgjgastatements (a separate income statement
followed by a statement of comprehensive incombg Group has not yet completed its analysis of
the impact of the revised IAS 1 on the financiatements.

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 alteneorder 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 (toviailue measurement). Non-controlling (minority)
interests may be measured at fair value. IFRSrdtiselevant to the Group’s operations, as none of
the Group entities has been engaged in businessications.

Amendments to IAS 27Tonsolidated and Separate Financial Statemdef$ective 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 measurénoériransactions with non-controlling interests
while retaining control; changed recognition andaswwement of loss of control. Amendments to
IAS 27 are not expected to have an impact on thealmlated financial statements.
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3.

v)

Significant accounting policies (cont'd)

New standards and interpretations not yet adated (cont’d)

. Amendments to IFRS 3hare based paymentsffective for annual periods beginning on or after
1 January 2009). The amendments introduce guidancaccounting for non-vesting conditions.
Amendments to IFRS &e not expected to have an impact on the consetidmancial statements.

. Amendments to IAS 32 Financial Instruments: Pregent and |IAS 1 Presentation of Financial
Statements — Puttable Financial Instruments andg&ins Arising 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 onlyiguidation, to be classified as equity if certain
conditions are met. The possible impact of the aments, which become mandatory for the
Group’s 2009 consolidated financial statementsh wétrospective application required, are not yet
examined by the company.

Determination of fair values

A number of the Group’s accounting policies ansctllisures require the determination of fair valoe f
both financial and non-financial assets and liibdi Fair values have been determined for measnem
and/or disclosure purposes based on the methodslukss in the respective note specific to that tasse

liability: investment property (see note 12) ana-aerivative financial instruments (see note 25).

Segment reporting
Segment information is presented in respect ofmip’s geographical segments (primary segments)
and business segments (secondary segments).

Inter-segment pricing is determined on an arm'gith basis.

Segment results, assets and liabilities inclugimst 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 geograplsegments (cities), the Group has not completed
(and has not recognized any profits from) any mtoje

Business segments

Until 30 June 2007 the Group operates in two bigsisegments within Poland:
. Development and sale of residential units (“RedidéM.

. Rental of office space (“Rental”).
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5. Segment reporting (cont’d)

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

assets.
In thousands of Polish Zlotys (PLN) For the period ended 30 June 2008 (Unaudited)
Warsaw Poznai Wroctaw Szczecin Unallocated Eliminations Total

Total external revenues

Residential 22,928 - - - - - 22,928

Rental - - - - - - -
Inter-segment revenue - - - - - - -
Total segment revenue 22,928 - - - - - 22,928
Segment result

Residential 7,077 (1,321) 2 (232) - - 5,526

Rental - - - - - - -
Unallocated result - - - - (2,275) - (2,275)
Result from operating activities 7,077 (1,321) 2 ’2) (2,275) - 3,251
Net finance income 400
Income tax expense (1,164)
Profit for the period 2,487
In thousands of Polish Zlotys (PLN) As at 30 June 2008 (Unaudited)

Warsaw Poznai Wroctaw Szczecin Unallocated Eliminations Total

Segment assets
Residential 319,350 148,487 73,381 62,008 - - 63,2
Rental - - - - - - -
Unallocated assets - - - - 10,671 - 10,671
Total assets 319,350 148,487 73,381 62,008 10,671 - 613,897
Segment liabilities
Residential 195,026 98,655 18,258 16,706 - - 328,64
Rental - - - - - - -
Unallocated liabilities - - - - 8,689 - 8,689
Total liabilities 195,026 98,655 18,258 16,706 8%8 - 337,334
Capital expenditure - - - - 122 - 122
Depreciation 120 - - - 137 - 257
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5. Segment reporting (cont'd)

In thousands of Polish Zlotys (PLN)

For the year ended 31 December 2007

Warsaw Poznai Wroctaw Szczecin Unallocated Eliminations Total

Total external revenues

Residential 129,139 - - - - 129,139

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

Residential 50,290  (1,093) (319) (76) - - 48,802

Rental (530) - - (530)
Unallocated result - 2,056 - 2,056
Result from operating activities 49,760 (1,093) ® (76) 2,056 - 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 - - 545,776
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 15,782 - 326,551
Capital expenditure - - - - 219 - 219
Depreciation 240 - - - 269 - 509
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5. Segment reporting (cont'd)

In thousands of Polish Zlotys (PLN) For the period ended 30 June 2007 (Unaudited)
Warsaw Poznai Wroctaw Szczecin Unallocated Eliminations Total
Total external revenues
Residential 12,218 - - - - - 12,218
Rental 449 - - - - - 449

Inter-segment revenue - - - - - - -

Total segment revenue 12,667 - - - - - 12,667

Segment result

Residential 3,481 - - - - (33) 3,448
Rental (530) - - - - - (530)
Unallocated result - - - - (3,359) - (3,359)

Result from operating activities 2,951 - - - (3,359 (33) (441)
Net finance expense 2
Income tax benefit 251
Loss for the period (192)
In thousands of Polish Zlotys (PLN) As at 30 June 2007 (Unaudited)

Warsaw Poznai Wroctaw Szczecin Unallocated Eliminations Total

Segment assets

Residential 218,109 54,710 23,522 7,599 - (1,720) 02,20
Rental 45,985 - - - - - 45,985
Unallocated assets - - - - 3,829 - 3,829
Total assets 264,094 54,710 23,522 7,599 3,829 2,7 352,034

Segment liabilities

Residential 174,319 28,206 7,404 312 - (2,052) 1888,
Rental 24,026 - - - - - 24,026
Unallocated liabilities - - - - 9,024 - 9,024
Total liabilities 198,345 28,206 7,404 312 9,024 ,q82) 241,239
Capital expenditure - - - - 141 - 141
Depreciation - - - - 259 - 259
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6. Revenue

For the six

months ended

For the year
ended 31

For the six
months ended

30 June 2008 December 2007 30 June 2007

In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Sale of residential units 22,928 129,139 12,218
Rental revenue 449 449
Total revenues 22,928 129,588 12,667
7. Administrative expenses
For the six For the year For the six

months ended

30 June 2008 December 2007

ended 31

months ended
30 June 2007

In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Depreciation 257 509 259
Materials and energy 282 900 469
External services 941 3,181 1,517
Taxes and charges 281 621 471
Personnel expenses (see note 8) 5,012 3,765 1,356
Other 516 380 65
Total administrative expenses 7,289 9,356 4,137
8. Personnel expenses
For the six For the year For the six
months ended ended 31 months ended
30 June 2008 December 2007 30 June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Wages and salaries 2,437 2,443 1,108
Social security 492 516 248
Share-based payment transactions (see
note 18c) 2,083 806 -
Total personnel expenses 5,012 3,765 1,356
Average number of personnel employed 44 35 31

According to the relevant laws, the Company’s ddlibsies in Poland are required to deposit
amounts, on a monthly basis, to retirement and iperinds on behalf of their employees, and
therefore carry no further pension liabilities deit balance sheets.
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9.

10.

Finance income and expense

For the six For the year For the six
months ended ended 31 months ended
30 June 2008 December 2007 30 June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Foreign exchange gain 110 32 -
Interests on granted loans - 399 399
Interest income on bank deposits 826 890 329
Other finance income 42 - -
Finance income 978 1,321 728
Interest expense on financial liabilities
measured at amortized cost (434) (968) (701)
Foreign exchange loss (77) (188) (29)
Other finance expense (67) - -
Finance expense (578) (1,156) (730)
Net finance income/(expense) 400 165 (2)
Income tax expense/(benefit)
For the six For the year For the six
months ended ended 31  months ended
30 June 2008 December 2007 30 June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Current tax expense
Current period 8,515 1,971 1,317
Adjustment for prior period (20) - -
Total current tax expense 8,495 1,971 1,317
Deferred tax expense
Origination and reversal of temporary
differences (5,826) 11,229 (1,228)
Benefit of tax losses recognized (1,505) (2,983) (340)
Total deferred tax (benefit)/expense (7,331) 8,246 (1,568)
Total income tax expense/(benefit) 1,164 10,217 (251)
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10. Income tax expense (cont’d)

11.

Reconciliation of effective tax rate For the six
months ended
30 June 2008

For the year
ended 31
December 2007

For the six
months ended
30 June 2007

In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Profit for the period 2,487 40,276 (192)
Total income tax expense 1,164 10,217 (251)
Profit/(loss) before taxation 3,651 50,493 (443)
Expected income tax using the Polish tax
rate (19%) 694 9,594 (84)
Tax effect on:
Effect of Netherlands tax rates (91) (73) -
Change in unrecognized temporary
differences over provided in prior periods (20) (103) (103)
Non-deductible expenses 50 102 23
Current year losses for which no deferred
tax asset was recognized 357 287 -
Other differences 174 410 (87)
Tax charge/(benefit) for the period 1,164 10,217 (251)
Effective tax rate 31.9% 20.2% (56.7)%
Property, equipment and intangible assets
For the six For the year For the six
months ended ended 31 months ended
30 June 2008 December 2007 30 June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Cost or deemed cost
Balance at 1 January 1,458 626 626
Transfer from inventories 290 430 430
Excluding the fixed assets of subsidiary
from the consolidation - (39) -
Additions 417 441 141
Disposals (54) - -
Closing balance 2,111 1,458 1,197
Depreciation and impairment losses
Balance at 1 January 651 142 142
Depreciation for the period 257 509 259
Disposals (14) - -
Closing balance 894 651 401
Carrying amounts
At 1 January 807 484 484
Closing balance 1,217 807 796
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11. Property, equipment and intangible assets (cont’d)
Impairment loss and subsequent reversal

In the periods ended 30 June 2008, 31 December &W®30 June 2007, the Group did not recognize
any impairment loss with respect to Property, eaugipt and intangible assets

12. Investment property

For the six For the year For the six
months ended ended 31 months ended
30 June 2008 December 2007 30 June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Cost
Balance at 1 January - 7,810 7,810
Transfer to inventories - (7,810) -
Closing balance - - 7,810
Fair value adjustment
Balance at 1 January - 36,490 36,490
Transfer to inventories - (36,490) -
Closing balance - - 36,490
Fair value
At 1 January - 44,300 44,300
Closing balance - - 44,300

As at 30 June 2007, the investment property indugperties held for long-term rental yields and
capital appreciation, and were not occupied byGineup. At 30 June 2007, the investment property
consisted of a plot of land in Warsaw (Klobuckae8t) held based on a perpetual usufruct rightrod la
and a number of buildings and warehouses locatetthisriand that in part were leased to third partie
under lease agreements with an indefinite termestilhp a three-month notice period for termination.

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

As at 30 June 2007, the legal ownership of thestnaent property was with Brighton Tec Sp. z 0.0., a
wholly-owned subsidiary of ITR Dori B.V. On 26 Septber 2007, the legal ownership of
the investment property was transferred from Boghfec Sp. z 0.0. to Ronson Development Landscape
Sp.k., a limited partnership, which is part of Gup. As a result of the sale of the propertygBion

Tec Sp. z 0.0. does not perform any operating iagctnd was excluded from the consolidated findncia
statements since 1 July 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.
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12. Investment property (cont’d)

Revenue recognized and costs incurred relatingeadrtvestment property during the periods ended 30
June 2008, 31 December 2007 and 30 June 2007ymrearized in the table below:

Rental income Cost
For the six ~ Forthe year  For the six For the six  Forthe year For the six
months ended 31 months months ended 31 months
ended 30 December ended 30 ended 30 December ended 30
In thousands of Polish Zlotys (PLN) June 2008 2007  June 2007 June 2008 2007  June 2007
Klobucka - 449 449 - 601 601
Total - 449 449 - 601 601

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 tipiedty. The arrangement expires on 2 March 2024.

Finance lease receivables as per 30 June 200&;urcent and current, and their ageing are preseanted
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 70 279 732 1,081
Unearned interest income (19) (99) (459) (577)
Total 51 180 273 504

Finance lease receivables as per 31 December 2@Bifcurrent 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

Finance lease receivables as per 30 June 200 Gurcent and current, and their ageing are preseanted
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 92 369 1,059 1,520
Unearned interest income (70) (250) (533) (853)
Total 22 119 526 667
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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 in Closing
balance 01 the income balance 30
In thousands of Polish Zlotys (PLN) January 2008 statement June 2008
Deferred tax assets
Interest liabilities 514 188 702
Tax loss carry forwards 5,865 1,505 7,370
Other 150 109 259
Total deferred tax assets 6,529 1,802 8,331
Deferred tax liabilities
Difference in timing of revenue recognition on
the sale of residential units for accountingl tax purposes 10,374 (7,522) 2,852
Accrued and capitalized interest 3,409 1,527 4,936
Other 1,147 466 1,613
Total deferred tax liabilities 14,930 (5,529) 9,401
Deferred tax assets 6,529 8,331
Deferred tax liabilities 14,930 9,401
Offset of deferred tax assets and liabilities fatividual
companies (5,181) (6,251)
Deferred tax assets reported
in the balance sheet 1,348 2,080
Deferred tax liabilities reported
in the balance sheet 9,749 3,150
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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
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
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14. Deferred tax assets and liabilities (cont’d)

Opening Recognized in Closing
balance 01 the income balance 30
In thousands of Polish Zlotys (PLN) January 2007 statement June 2007
Deferred tax assets
Foreign exchange rate differences 6 (6) -
Interest liabilities 89 113 202
Tax loss carry forwards 3,836 340 4,176
Total deferred tax assets 3,931 447 4,378
Deferred tax liabilities
Difference in timing of revenue recognition on
the sale of residential units for accountingl tax purposes 2,161 (1,299) 862
Fair value gain on Investment Property 6,933 - 6,933
Foreign exchange differences 194 (194) -
Accrued and capitalized interest 600 301 901
Other 56 71 127
Total deferred tax liabilities 9,944 (1,121) 8,823
Deferred tax assets 3,931 4,378
Deferred tax liabilities 9,944 8,823

Offset of deferred tax assets and liabilities fatividual
companies (1,181) (721)
Deferred tax assets reported

in the balance sheet 2,750 3,657

Deferred tax liabilities reported
in the balance sheet 8,763 8,102

Unrecognized deferred tax liabilities
There are no unrecognized deferred tax liabilities

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

primarily to tax loss carry-forwards, which are rnminsidered probable of realization prior to their
expiration.

Movement in unrecognized deferred tax assets

Unrecognized deferred tax assets in Poland

During 2007, unrecognized deferred tax assets dsedefrom PLN 1,054 thousand as at 31 December
2006 to nil as at 31 December 2007 as a resultxofuding Brighton Tec Sp. z o.0. from the
Consolidated Financial Statements as at 31 Dece®tlfit as described in note 1(c).
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14.

15.

Deferred tax assets and liabilities (cont'd)

Unrecognized deferred tax assets in Netherlands

During the six months ended 30 June 2008, the ogreézed deferred tax assets increased by EUR 122
thousand (PLN 408 thousand) from EUR 862 thous@idN(2,892 thousand) to EUR 984 thousand
(PLN 3,300 thousand).

Realization of deferred tax assets

In assessing the realizability of deferred taxeessamanagement considers whether it is more littein

not that some portion or all of the deferred tagess will not be realized. The ultimate realizatan
deferred tax assets is dependent upon the gereratifuture taxable income during the periods in
which those temporary differences become deductM@magement considers the scheduled reversal of
deferred tax liabilities, projected future taxaleome, and tax planning strategies in making this
assessment. In order to fully realize the defetagdhsset, the Group will need to generate futaxatile
income of approximately PLN 43,847 thousand. Taxaptofit realized by the Group companies
amounted to PLN 50,051 thousand for the six moetided 30 June 2008. Based upon the level of
historical taxable income and projections for fetuexable income over the periods in which the
deferred tax assets are deductible, managememivbslit is more likely than not that the Group will
realize the benefits of these deductible differenceEhe amount of the deferred tax asset which is
considered realizable, could however be reducaddmear term if estimates of future taxable income
during the tax loss carry-forward period are reduce

Tax losses in Poland are utilizable within thecaryperiod following the period in which they origted
subject to the limitation that a maximum of 50%wf loss carry-forward can be used in one year.

Inventories of residential units
As at 30 As at 31 As at 30

June 2008 December 2007  June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Expense for land purchases 373,010 360,448 153,137
Construction costs 77,628 47,628 71,743
Borrowing costs 20,092 11,351 7,019
Local payments and legal services 9,399 7,103 8,789
Other 3,875 2,067 2,875
Work in progress 484,004 428,597 243,563
Finished goods 17,084 29,177 4,168
Inventories valued at cost 501,088 457,774 247,731

Inventories valued at net realizable value - - -
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16. Trade and other receivables

17.

As at 30 As at 31 As at 30

June 2008 December 2007  June 2007
In thousands of Polish Zlotys (PLN) Note (Unaudited) (Unaudited)
Trade receivables from related parties 27 45 2,606 27
Advances for inventories of residential units R, 29,081 27,763
Value added tax (VAT) receivables 17,049 30,273 ,258
Other trade receivables 985 2,060 6,931
Prepayments for current assets 4,252 404 147
Pledged cash 1,079 1,752 -
Total 44,310 66,176 40,126

As at 30 June 2008, 31 December 2007 and 31 Dexe2d06, the Group had no allowance for doubtful
debts.

As at 30 June 2008 and as at 30 June 2007, rébtesvalenominated in foreign currencies were
insignificant. As at 31 December 2007, receivalllesominated in foreign currencies included Trade
receivables from related parties in Euro amourttingUR 728 thousand (PLN 2,606 thousand)..

Cash and cash equivalents
As at 30 As at 31 As at 30
June 2008 December 2007  June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Petty cash 20 19 12
Bank balances 64,678 71,810 14,745
Cash and cash equivalents 64,698 71,829 14,757

For information on effective interest rate see ritie
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18. Shareholders’ equity and liabilities

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 ordisaares as at 30 June 2008 amounted to
226,966,666 (as at 31 December 2007: 226,666,G6@sh

On 24 June 2008, the Company issued 300,000 newaoydshares with a nominal value of EUR 0.02
each, to Mr. Dror Kerem, President of the Managdnioard and Chief Executive Officer of the

Company. The shares were issued to Mr. Dror Kerenominal value for a total amount of EUR 6

thousand (PLN 20 thousand) in accordance with igjets to shares in the Company granted to Mr.
Dror Kerem in 2007.

For the incorporation details and further histdricackground of the Company, reference is made to
note 1 (a).

B. Share premium reserve

For the six ~ For the year For the six
months ended 31 months
ended 30 December ended 30
June 2008 2007 June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Balance at beginning of the period 215,105 - -
Net contribution in kind of assets and liabilit{@3 - 91,878 91,878
Net contribution in kind of assets (2) - 20,084 -
Exclusion of a subsidiary from consolidation (3) - (22,360) -
Capital payment - 700 -
Issue of new shares in exchange of share premisenve - (14,772) -
Net proceeds of new shares issued in excess obha (4) - 139,575 -
Balance at end of the period 215,105 215,105 9188

(1) Following the incorporation of the Company, twe shareholder and founder of the Company, ITR,Dor
assigned and contributed to the Company, on 29 2008, its shares and rights to shares in 36 Pobshpanies,
which amounted to PLN 105,810 thousand as well &sbdity under a loan agreement between ITR Daril 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 agraeemg which the liability was contributed plus aged
interest as at 29 June 2007, amounted to PLN 13t@8&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 Mokotow in Warsaw. On 26 Septemd@07
the land was sold to Landscape, a wholly-ownedidigrg of the Company. Subsequently, the Group ctése
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 aedounting fees, and costs related to the initiddlip offering

road show, related public relations and marketing.
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18. Shareholders’ equity and liabilities (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 gjeame 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 latfgions were granted to Mr. Dror Kerem, Presiderthef
Management Board and Chief Executive Officer of@mempany.

The vesting dates of the options are as follows:
Number of options

vest over vest over

Vesting dates three years five years Total

5 November 2008 233,333 240,000 473,333
5 November 2009 233,333 240,000 473,333
5 November 2010 233,334 240,000 473,334
5 November 2011 - 240,000 240,000
5 November 2012 - 240,000 240,000
Total 700,000 1,200,000 1,900,000

The weighted average fair value of options grime2007 using the Black-Scholes valuation modas$ w
approximately PLN 2.75 per option. The significamguts into the model were a weighted average share
price of PLN 5.75 at the grant date, the exercigpnentioned above, volatility of 50%, divideniglg

of 0%, an option life of five years and seven yearsannual risk free rate of 6% and estimatioh 70&6
from the employed will implement the options.

The cost impact of the share-based payment ofirthecial statements of the Company was an expense
of PLN 889 thousand for the six months ended 3@ R008 (year ended 31 December 2007: PLN 275
thousand; six months ended 30 June 2007: nil) rzed in the income statement with a corresponding
increase in equity.

In addition, Mr. Dror Kerem, President of the Mgement Board and Chief Executive Officer of the
Company, received the right to obtain 300,000 shar¢he capital of the Company with a nominal ealu
of EUR 0.02 each, for nominal value, which rightsvexercised on 24 June 2008. This right was granted
by the Supervisory Board and measured at fair maidee at the time of the grant.

The cost impact of the right granted to Mr. Dkarem on the financial statements of the Company wa
an expense of PLN 1,194 thousand for the six moatited 30 June 2008 (year ended 31 December
2007: PLN 531 thousand; six months ended 30 Ju@&:20l) recognized in the income statement with a
corresponding increase in equity.
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19. Minority interests

For the six For the year For the six
months ended ended 31 months ended
30 June 2008 December 2007 30 June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Balance at beginning of the period - 18,711 18,711
Minority interests profits of consolidated
subsidiaries - 1,373 34
Net contribution in kind of assets - (20,084) -
Balance at end of the period - - 18,745

(*) On 27 September 2007, GE Real Estate (the ritynsinareholder) assigned and contributed its shane rights
in 34 Polish companies in exchange for 11,890 nleares with a par value of EUR 1 per share that geavi
GE Real Estate with 20.9% of the Company total sheB@sce that date there is no minority interestthe
Company'’s subsidiaries

20. Net earnings per share
A. Basic and diluted earnings per share

Weighted average number of ordinary shares (basic):

For the six Forthe year  For the six

months ended 31 months
ended 30  December ended 30
June 2008 2007 June 2007
(Unaudited) (Unaudited)
Net income (PLN thousands) attributable to the
equity holders of the parent company 2,487 38,903 (226)
Balance at beginning of the period 226,666,666 - -
Effect of new shares issued during the period 49,9 100,265,099 -
Weighted average number of ordinary shares
(basic) 226,676,611 100,265,099 -
Basic earnings per share 0.01 0.39 -

55



Ronson Europe N.V.
Consolidated Interim Financial Statements for the & months ended 30 June 2008

Notes to the Consolidated Interim Financial Statenms

20. Net earnings per share (cont'd)

A. Basic and diluted earnings per share (cont’'d)
Weighted average number of shares (diluted):

For the six For the year  For the six

months ended 31 months
ended 30  December ended 30
June 2008 2007 June 2007
(Unaudited) (Unaudited)
Net income (PLN thousands) attributable to the
equity holders of the parent company 2,487 38,903 (226)

Weighted average number of ordinary shares (basic) 226,676,611 100,265,099 -

Effect of right to obtain shares 290,055 110,870

Effect of shares options on issue 1,900,000 70,17 -
Weighted average number of ordinary shares

(diluted) 228,866,666 101,078,143 -
Diluted earnings per share 0.01 0.39 -

B. Proforma data

For comparison purposes, the calculation of eémedand diluted earnings per share for the yeded31
December 2007 and for the six months ended 30 200@ as shown below takes into consideration the
number of shares issued since the incorporatidhe@fCompany on 18 June 2007. For these pro forma
data, the issuance of the incorporation sharesétite shares paid out of share premium reseniaglur
2007 are assumed to have taken place as per Iry200%.

For the six Forthe year  For the six

months ended 31 months
ended 30  December ended 30
June 2008 2007 June 2007
(Unaudited) (Unaudited)
Net income (PLN thousands) attributable to the
equity holders of the parent company 2,487 38,903 (226)
Weighted average number shares for calculating
basic earnings per share 226,676,611 173,703,9258,200,000
Basic earnings per share 0.01 0.22 0.00
Weighted average number shares for calculating
diluted earnings per share 228,866,666 174,113,7968,200,000
Diluted earnings per share 0.01 0.22 0.00
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21. Provisions

For the six Forthe year  For the six

months ended 31 months
ended 30 December ended 30
June 2008 2007 June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Balance at 1 January 501 501 501
Increase /(decrease) - -
Closing Balance 501 501 501

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 28.

As at 30 As at 31 As at 30

June 2008 December 2007  June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Non-current liabilities
Loans from related parties 56,471 55,477 72,703
Secured bank loans 109,365 90,192 33,962
Total non-current liabilities 165,836 145,669 10665
Current liabilities
Loans from related parties - 7,792 -
Secured bank loans 90,210 97,383 10,085
Total current liabilities 90,210 105,175 10,085

Terms and debt repayment schedule
Terms and conditions of outstanding loans ar@k®as:

Loans as at 30 June 2008:

Nominal  Year of Accrued Bank Carrying
In thousands of Polish Zloty (PLN) Currency interest rate maturity Capital interest Charges value
Jeruzalem Finance Company B.V. PLN 6% 2011 42,610 2,822 - 45,432
Gator Investments Sp. z 0.0. PLN 6% 2011 10,338 701 - 11,039
Subtotal (related parties) 52,948 3,523 - 56,471
Bank Loans PLN Wibor+1.1% 2008 31,897 - (22) 31,875
Bank Loans PLN Wibor+1.6% 2008 45,636 - (94) 45,542
Bank Loans PLN Wibor+1.1% 2009 85,447 172 (670) 84,949
Bank Loans PLN Wibor+1.4% 2009 6,200 - (80) 6,120
Bank Loans PLN Wibor+1.6% 2009 14,400 - - 14,400
Bank Loans PLN Wibor+1.6% 2010 16,800 - (111) 16,689
Subtotal (Bank) 200,380 172 (977) 199,575
Total 253,328 3,695 (977) 256,046
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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 o.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
Bank Loans PLN Wibor+1.1% 2008 25,595 - (44) 25,551
Bank Loans PLN Wibor+1.6% 2008 71,788 - (339) 71,449
Bank Loans PLN Wibor+1.1% 2009 85,447 - (958) 84,489
Bank Loans PLN Wibor+1.4% 2009 6,200 - (114) 6,086
Subtotal (Bank) 189,030 - (1,455) 187,575
Total 249,595 2,704 (1,455) 250,844
Loans as at 30 June 2007:
Nominal Year of Accrued Bank Carrying

In thousands of Polish Zloty (PLN) Currency interest rate maturity  Capital interest Charges value
Jeruzalem Finance Company B.V. PLN 6% 2011 60,380 1,747 - 62,127
Gator Investments Sp. z 0.0. PLN 6% 2011 10,338 238 - 10,576
Subtotal (related parties) 70,718 1,985 - 72,703
Bank Loans PLN Wibor+1.4% 2007 10,085 - - 10,085
Bank Loans PLN Wibor+1.1% 2008 9,265 39 (66) 9,238
Bank Loans PLN Wibor+1.4% 2008 4,280 - - 4,280
Bank Loans PLN Wibor+1.1% 2009 14,370 - (126) 14,244
Bank Loans PLN Wibor+1.4% 2009 6,200 - - 6,200
Subtotal (Bank ) 44,200 39 (2192) 44,047
Total 114,918 2,024 (192) 116,750

For the bank loans the following collateral was igen:

» Ordinary and floating mortgages on land.

» Pledge over bank account in PKO BP up to the anséinstalments due (PLN 670 thousand at 30
June 2008).

Pledge over all bank accounts in Fortis Bank SPAN 668 thousand at 30 June 2008).

Pledge over all bank accounts in Bank Zachodni WBK. (PLN 8,609 thousand at 30 June 2008).
Pledge over all bank accounts in ING Baiski S.A. (PLN 338 thousand at 30 June 2008).
Pledge over all bank accounts in BPH Bank S.A. (BL#99 thousand at 30 June 2008).
Assignment of receivables arising from insurancee@gent and from the agreements concludes
with clients.

Registered pledge on shares.

Subordination agreement on loans from related gmarti

Deposits guarantee for interests on credits (PIOY9 thousands at 30 June 2008).

Blank promissory note drawn by the Company witlr@ngssory note declaration up to the amount
of the loan plus interest.

Advance payments of dividends until full repaymefioans are not allowed.

VV VYV

YV V VYV

A\
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23. 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:

As at 30 As at31 Asat30 June
June 2008 December 2007
In thousands of Polish Zlotys (PLN) 2007
Subsidiary Project (Unaudited) (Unaudited)
Ronson Development Properties Sp. z 0.0. Imaginakium 36,852 31,646 11,072
Ronson Development Company Sp. z 0.0. Galileo 19,146 5,848 1,313
Ronson Development Investment Sp. z o.0. Meridian 4764, 12,314 67,631
Ronson Development Creations Sp. z 0.0. Mistral 2,659 5,079 12,152
Ronson Development Metropol Sp. z o.0. Konstancin ,184
Ronson Development Properties Sp. z 0.0. Imaginalium 260 - -
Ronson Development 2000 Sp. z 0.0. Pegaz 1 80 -
Ronson Development Management Sp. z 0.0.  SlonedangrS 63 - 620
Brighton Tec Sp. z o0.0. Klobucka - - 164
Ronson Development Residential Sp. z 0.0. Lazurowm®o - - 6
Ronson Development Warsaw Sp. z 0.0. Pegaz 2 - -
Others Others - 20 -
Total 64,720 54,907 92,961
24. Trade and other payables
As at 30 As at 31 As at 30
June 2008 December 2007  June 2007
In thousands of Polish Zlotys (PLN) Note (Unaudited) (Unaudited)
Trade payables due to related parties 27 - - 113
Other trade payables 7,594 7,960 18,734
Non-trade payables and accrued expenses 3,154 9213 3,156
Tax payable 220 881 835
Total 10,968 10,233 22,838

As at 30 June 2008 and 31 December 2007, payddesninated in foreign currencies were insignifican
As at 30 June 2007 payables denominated in foigrencies included in Trade payables due toadlat
parties in Euro amounting to EUR 30 thousands (RILB thousands).
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25. Fair value estimation
Fair values

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 Six months ended 30 June 2008 (Unaudited)
Carrying amount Fair value
Assets:
Trade and other receivables 16 44,310 44,310
Cash and cash equivalents 17 64,698 64,698
Liabilities:
Secured bank loans 22 199,575 199,575
Loan from related parties 22 56,471 52,539
Trade and other payables 24 10,968 10,968
Unrecognized gain 3,932
In thousands of Polish Zlotys (PLN) Note Year ended 31 December 2007
Carrying amount Fair value
Assets:
Trade and other receivables 16 66,176 66,176
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 24 10,233 10,233
Unrecognized gain 1,855
In thousands of Polish Zloty (PLN) Note Six monthsended 30 June 2007 (Unaudited)
Carrying amount Fair value
Assets:
Trade and other receivables 16 40,126 40,126
Cash and cash equivalents 17 14,757 14,757
Liabilities:
Secured bank loans 22 44,047 44,047
Loan from related parties 22 72,703 72,360
Trade and other payables 24 22,838 22,838
Unrecognized gain 343

Estimation of fair values

The following methods and assumptions were useéstimate the fair value of each class of
financial instruments:

< trade and other receivables, cash and cash eqguisaed trade and other payables: the carrying
amounts approximate fair value because of the shattrity of these instruments;

« secured bank loans: carrying amounts approximatediue as these loans bear variable interest
rates which approximate market rates;

« loans from related parties and loans granted:dhievélue is estimated by discounting the future
cash flows of each instrument at rates currentfgrefl to the Group for similar instruments of
comparable maturities by the Group’s bankers.
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25. Fair value estimation (cont'd)

Interest rates used for determining fair value

The interest rates used to discount estimated ftmsk (PLN denominated), where applicable, are ase
on WIBOR plus margin as at 30 June 2008, 31 Dece@®@/, 30 June 2007 and are as follows:

As at 30 June As at 31 As at 30 June
2008 December 2007 2007
(Unaudited) (Unaudited)
Loans and borrowings 7.39% 6.78% 6.00%

26. Contingencies and commitments

Contingent commitments relate primarily to contingeonsideration for land acquisitions which are
considered probable of being paid. As at 30 Jun@B2@hese contingent commitments amount to
PLN 62,100 thousand, the payment of which is cometii upon closing the final agreements conveying
ownership of the land and clearance of the mortgegister.

In addition, commitments to the general contraéborconstruction services to be rendered in tharéut
amount to PLN 73,344 thousand as at 30 June 2008.

Contingent commitments relate primarily to contingeonsideration for land acquisitions, which are
considered probable of being paid by the followdognpanies:

As at 30 As at 31 As at 30
In thousands of Polish Zloty (PLN) June 2008 December 2007  June 2007
Subsidiary Project (Unaudited) (Unaudited)
Ronson Development North Sp. z o.0. t omianki 12,500 12,500 -
Ronson Development West Sp. z 0.0. Aurora 49,600 6009, 49,600
Ronson Development Properties Sp. z 0.0. Imaginalium - - 14,450
Ronson Development Capital Sp. z o.0. Eclipse - - 51,
Ronson Development Conception Sp. z 0.0. Goya - - 8420,
Ronson Development Continental Sp. z 0.0. Chopin - - 8,216
Ronson Development Architecture Sp. z o.0. Picasso - - 16,810
Ronson Development Skyline Sp. z o.0. Newton - - 28,4
Ronson Development Universal Sp. z 0.0. Vivaldi - - 2,349
Total 62,100 62,100 161,201

The payment of the above amounts is contingent wpasing the final agreements conveying property
ownership of the land and clearance of the mortgegester.
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26. Contingencies and commitments (cont’d)

The amounts in the table below represent commitsnémtthe general contractors for construction
services to be rendered in the future:

As at 30 As at 31 As at 30
In thousands of Polish Zlotys (PLN) June 2008 December 2007  June 2007
Subsidiary Project (Unaudited) (Unaudited)
Ronson Development Company Sp. z 0.0. Galileo 15,593 32,755 51,203
Ronson Development Metropol Sp. z o.0. Konstancin 6,867 - -
Ronson Development Home Sp.k. Gardenia 9,000 - -
Ronson Development Properties Sp. z 0.0. Imagimatiu 21,884 - -
Ronson Development Creations Sp. z 0.0. Mistral - - 7,257
Ronson Development Properties Sp. z 0.0. Imaginakium - - 6,960
Ronson Development Investment Sp. z 0.0. Meridian - - 3,749
Total 73,344 32,755 69,169

27. 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.

Loans received
During the six months ended 30 June 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 Doomprised consultancy fees that in respect of
management services provided for the benefit ofGheup companies, which amounted to PLN 1,036
thousand during the year ended 31 December 200iedver, during the year ended 31 December 2007,
the Group re-charged ITR Dori for costs incurrechlty for the preparation of the initial public efing

of the shares in the Company.
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27. Related parties (cont'd)

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

Dror Kerem — President of the Management BoahikfExecutive Officer

Ariel Bouskila — Member of the Management Boardie€Rinancial Officer (until 23 June 2008)
Tomasz tapiski — Member of the Management Board, Chief FinalnOfficer (as of 23 June 2008)
Karim Habra — Member of the Management Board (th8eptember 2008)

David Katz — Member of the Management Board

Amos Weltsch — Member of the Management Board

Loans to directors
As at 30 June 2008, 31 December 2007 and 30 Q0% there were no loans granted to directors.

Key management personnel compensation
Apart from the compensation listed below, thereengo additional benefits granted to key management

personnel in the periods ended 30 June 2008, 3&rbteer 2007 and 30 June 2007.

Key management personnel compensation can be pedsemnfollows:

Employment | Management Other Total
In thousands of Polish Zloty (PLN) agreement salary (bonuses)
Management Board — 30 June 2008 139 402 122| 663
Management Board — 31 December 2007 71 361 - 432
Management Board — 30 June 2007 130 141 - 271

Residential units purchased by key management

The Group has sold residential units including paykplaces and storages (“Units”) to Amixam
Property Sp. z 0.0., a Polish company of which 5ff%he shares are held by Mr. Dror Kerem. During
the year ended 31 December 2007, the Group soldioimdor a consideration of PLN 497 thousand
(during the six months ended 30 June 2008 nil)s Ti@insaction has been executed at arm’s length and
was in adherence to the Group’s policy in respéotlated-party transactions

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, President of the Management Board ahi@f(Executive Officer of the Company. These
shares were issued at nominal value in accordaitbethe right to these shares as granted to MrrDro
Kerem in 2007. Subsequently, the shares were a&ssigy Mr. Dror Kerem to Elgindat Holdings Limited,
a limited liability company of which Mr. Dror Kerema a managing director and co-owner.

Share options

During the six months ended 30 June 2008 the measrdfethe Management Board did not receive rights
to shares or options on shares. During the yeaedBd December 2007 the following members of the
Management Board received rights to shares in tmagany.
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27. Related parties (cont'd)

. Mr. Dror Kerem received the right to subscribe #4#0,000 shares in the capital of the
Company with a nominal value of EUR 0.02 each,yger annually on the anniversary date of
the Admission for five successive years, beingialt1,200,000 shares, for an issue price per
share equal to PLN 5.75, provided, however, thtitéfconsulting agreement between Mr. Dror
Kerem and the Company is terminated (for any réaddn Dror Kerem’s entitlement to the
vesting of the options on the anniversary datehefytear of such termination shall be relative
to the proportion of the year (to the anniversaatedl he was employed by the Company and,
thereafter, any remaining options granted in acmocd with the above are automatically
cancelled; and

. Mr. Ariel Bouskila received a right to subscribe # total number of 150,000 shares in the
capital of the Company with a nominal value of EOR2 each, for an issue price per share
equal to PLN 5.75, 1/3rd per year on the annivgrsate of the date of Admission for three
successive years. As Mr. Ariel Bouskila stepped mla& Management Board member as of 23
June 2008 and left the Company as the end of Balpibove mentioned rights have expired.

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 qoiee the assets of Brighton Tec Sp. z o0.0. froRR IT
Dori. The primary asset of Brighton Tec was a mibtand located in Mokotéw, Warsaw. Brighton Tec
has been seeking zoning approval for constructib@m oesidential project on this site, rather than a
commercial project as originally contemplated. QnSeptember 2007, the asset sale was consummated
for an amount of EUR 11,500,000 in cash, which a@sal to the appraised fair value of the asset.

28. 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 ofrfiea It is, and has been throughout the six mognkied
30 June 2008, the Group’s policy that no tradinfderivative) financial instruments shall be undken.

The Group’s principal financial instruments comprizsank loans and loans from related parties. ThHa ma
purpose of these financial instruments is to rdisance for the Group’s operations. The Group has
various other financial instruments such as finalnlgase receivables, trade debtors and tradeteredi
which arise directly from its operations.
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28. Financial risk management (cont'd)

Credit risk
Financial instruments that potentially subject @®up to concentrations of credit risk consist gipally
of advances for inventories of residential unitd aash and cash equivalents.

The Group is making significant cash payments as sgctor preliminary land purchase agreements.
At 30 June 2008, payments made under land puradmsements amounted to PLN 20,900 thousand (see
note 16). The Group minimizes its credit risk amigifrom such payments by registering advance
repayment obligations in the mortgage registehefrespective property. Management has a crediypol

in place and the exposure to credit risk is moeioon an ongoing basis. The Group does not expgct a
counter parties to fail in meeting their obligasofhe carrying amount of trade and other receivafies

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 cregdit

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 30 June As at31 Asat 30 June
In thousands of Polish Zloty (PLN) 2008 December 2007 2007
Rating (Unaudited) (Unaudited)
AAA 19 40 12
AA 48,510 66,321 6,913
A 16,169 5,468 7,832
Total cash at banks and short-term bank deposits 6898 71,829 14,757

Market risk

(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 3ing 2008, the Group had no Trade receivables
denominated in foreign currencies.

(ii) Price risk
The Group’s exposure to marketable and non-malkeecurities price risk is not significant bessathe
Group has not invested in securities as at 30 2008.

(iii) Interest rate risk

The Group’s fixed-rate borrowings are exposed tisk of change in their fair value due to chaniges
interest rates. The Group’s variable-rate borrowiage exposed to a risk of change in cash flowstdue
changes in interest rates. Short-term receivabldgayables 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.
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28. Financial risk management (cont'd)

Six months ended 30 June 2008 (Unaudited)

More
Average effective 6 months 1-2 2-5 than
In thousands of Polish Zlotys (PAN  Note interest rate Total or less years years 5 years
Fixed rate instruments
Loans from related parties 22 6.00% 56,471 - - 56,471 -
Cash and cash equivalents 17 0.05%-0.15% 2,628 2,628 - - -
Variable rate instruments
WIBOR +
Secured bank loans 22 1.1%-1.6% 200,552 77,704 109,618 - -
WIBOT -
Cash and cash equivalents 17 1%-2% 62,070 62,070 - - -
Year ended 31 December 2007
More
Average effective 6 months 1-2 2-5 than
In thousands of Polish Zlotys (PAN  Note interest rate Total or less 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 - - -
Variable rate instruments
WIBOR +
Secured bank loans 22 1.1%-1.6% 189,030 18,680 91,647 - -
WIBOT -
Cash and cash equivalents 17 1%-2% 64,556 64,556 - - -
Six months ended 30 June 2007 (Unaudited)
More
Average effective 6 months 1-2 2-5 than
In thousands of Polish Zlotys (PAN  Note interest rate Total or less years years 5 years
Fixed rate instruments
Loans from related parties 22 6.00% 72,703 - - 72,703 -
Variable rate instruments
WIBOT - 1%-
Cash and cash equivalents 17 2% 14,757 14,757 - - -
Secured bank loans 22  WIBOR +1.2% 44,239 10,085 13,584 20,570 -

In managing interest rate and currency risks, theu® aims to reduce the impact of short-term
fluctuations on the Group’s earnings. Over the &@ngrm, however, permanent changes in interess rat
will have an impact on profit.

At 30 June 2008, it is estimated that a geneiakese of one percentage point in interest ratits, alt
others factors remaining equal, would decreaseGitmip’s profit before income tax for the six months
ended 30 June 2008 by approximately PLN 1,001 #molis Conversely, a general decrease of one
percentage point in interest rates would increbseGroup’s profit before income tax for the six rifen
ended 30 June 2008 by approximately PLN 1,001 towdis

66



Ronson Europe N.V.
Consolidated Interim Financial Statements for the & months ended 30 June 2008

Notes to the Consolidated Interim Financial Statemats
28. 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 whenué, 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 receivatiier
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 dindet
are the contractual undiscounted cash flows.

Six months ended 30 June 2008 (Unaudited)

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 90,934 109,618 56,471 -
Trade and other payables 10,968 - - -
Total 101,902 109,618 56,471 -

Year ended 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 91,647 55,477 -
Trade and other payables 10,233 - - -
Total 115,408 91,647 55,477 -

Six months ended 30 June 2007 (Unaudited)

Less than Between Between Over
In thousands of Polish Zlotys (PLN) 1 year land2years 2and5 years 5 years
Loans and borrowings 10,085 13,584 93,273 -
Trade and other payables 22,838 - - -
Total 32,923 13,584 93,273 -
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29. Capital risk 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 ofitehpin order to maintain or adjust the capitalisture,
the Group may adjust the profit appropriation, mettapital 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 indbiesolidated balance sheet plus net debt finarassgts
in operation.

The gearing ratios and leverage at 30 June 200Bg8&mber 2007 and 30 June 2007 were as follows:

As at 30 As at 31 As at 30

June 2008 December 2007  June 2007

In thousands of Polish Zlotys (PLN) (Unaudited) (Unaudited)
Loan and borrowings, including current portion 61516 250,844 116,750

Less: cash and cash equivalents (64,698) (71,829)14,757)
Net debt 191,348 179,015 101,993
Total equity 276,563 271,973 92,050
Total capital employed 467,911 450,988 194,043

Gearing ratio 69.2% 65.8% 110.8%

Leverage 40.9% 39.7% 52.6%

30. Subsequent events

Loans from bank

On 30 June 2008, Ronson Development Providenca $m signed a loan agreement with Millennium
Bank S.A. for a loan amounting to PLN 17,150 thawks& he money was transferred on 5 August 2008.

On 24 April 2008, Ronson Development Metropol Sp.a@signed a loan agreement with Bank Zachodni
WBK S.A. for a loan in the amount of PLN 6,200 teand. The money was transferred on 25 July 2008.

Land purchase

On 16 September 2008, Ronson Development Nortlz $po. signed the final Notarial Deed agreement
following the preliminary agreement concluded onNldvember 2007, comprising the purchase of a plot
of land with a size of 31,785 m2 located in Warsdwe total consideration prise was PLN 21,000
thousands, of which PLN 8,500 thousand was paid 88tJune 2008 and remainder amount of PLN
12,500 thousand was paid after 30 June 2008.
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For the six For the year For the six
months ended ended 31 months ended
30 June 2008 December 2007 30 June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Audited) (Unaudited)
Revenue 21 4 -
General and administrative costs (2,912) (1,232) -
Operating loss (2,891) (1,228) -
Finance income 1,918 524 -
Finance expense (428) (423)
Net finance income 1,490 101 -
Loss before taxation (1,401) (1,227) -
Income tax - - -
Loss before Result from subsidiaries (1,401) (1,227) -
Result from subsidiaries after taxation 3,888 40,256
Net income 2,487 39,129 -

See accompanying notes to the Condensed Uncontsalittéerim Financial statements.
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As at 30 As at 31 As at 30

June 2008 December 2007  June 2007
In thousands of Polish Zlotys (PLN) (Unaudited) (Audited) (Unaudited)
Assets
Investment in subsidiaries 218,428 187,490 105,810
Loans granted to subsidiaries 69,538 55,900 -
Total non-current assets 287,966 243,390 105,810
Trade and other receivables 583 463 -
Receivables from subsidiaries 18 4 -
Cash and cash equivalents 3,269 44,809 172
Total current assets 3,870 45,276 172
Total assets 291,836 288,666 105,982
Equity
Shareholders’ equity
Share capital 16,953 16,933 172
Share premium reserve 215,105 215,105 91,878
Retained earnings 44,505 39,935 -
Total shareholders’ equity 276,563 271,973 92,050
Liabilities
Long-term liabilities
Loans from subsidiaries 14,770 14,353 13,932
Total long-term liabilities 14,770 14,353 13,932
Current liabilities
Trade and other payables 503 1,457 -
Creditors from subsidiaries - 883 -
Total current liabilities 503 2,340 -
Total shareholders’ equity and liabilities 291,836 288,666 105,982

See accompanying notes to the Condensed Uncoatsalithterim Financial statements.
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Unconsolidated Statement of Changes in Shareholdeisquity

For the six months ended 30 June 2008 and for thegr ended 31 December 2007:

Share
Net Share  premium
In thousands of PLN profit capital reserve Total
Balance at beginning of theperiod - - - -
Net profit for the year 2007 39,129 - - 39,129
Net contribution in kind of assets and liabiliteasd issue of shares upon
establishment of the Company (1) - 172 91,878 92,050
Net contribution in kind of assets and issue of shares (2) - 45 20,084 20,129
Exclusion of a subsidiary (3) - - (22,360) (22,360)
Share based payment 806 - - 806
Capital payment - - 700 700
Issue of new shares in exchange of share premisenve 14,772 (14,772) -
Issue of new shares (4) 1,944 139,575 141,519
Balance at 31 December 2007 (Audited ) 39,935 1839 215,105 271,973
Net profit for the six months ended 30 June 2008 482 - - 2,487
Issue of new shares (5) - 20 - 20
Share-based payment 2,083 - - 2,083
Balance at 30 June 2008 (Unaudited) 44,505 16,953 215,105 276,563
For the six months ended 30 June 2007:
Share
Net Share  premium
In thousands of PLN profit capital reserve Total
Balance at beginning of the period - - - -
Net contribution in kind of assets and liabiliteasd issue of shares upon
establishment of the Company (1) - 172 91,878 92,050
Balance at 30 June 2008 (Unaudited) - 172 91,878 2,850

(1) On 29 June 2007, the Company issued 45,00@slfestablishment shares) with a par value of EyRrishare (PLN 172 thousand) to
ITR Dori, that were subsequently split on 29 Seten2007 into 2,250,000 shares with a par valueUR 0.02 per share.

Following the incorporation of the Company, theesshareholder and founder of the Company, ITR Cmsigned and contributed to the
Company, on 29 June 2007, its shares and righghaces in 36 Polish companies, which amounted ¢ F25,810 thousand as well as a
liability under a loan agreement between ITR Dardl &onson Development Residential Sp. z 0.0., drikeoPolish entities in which the

shares were transferred to the Company. The paheimount under the loan agreement of which thgliia was contributed plus accrued

interest as at 29 June 2007, amounted to PLN 13i#8B&and.

(2) On 27 September 2007, the Company issued 1588@s with a par value of EUR 1 per share (PLhébsand) to GE Real Estate,
the minority shareholder, that split there share2® September 2007 into 594,500 shares with aglae of EUR 0.02 per share.

As part of the process of combining the Ronson @ractivities under Ronson Europe, GE Real Estatenaacontribution in kind of its
shares held in certain Polish Ronson subsidianib&h amounted to PLN 20,084 thousand.

(3) Excluding Brighton Tec from the consolidation:

Initially, Brighton Tec owned the land at Klobuckareet in district Mokotéw in Warsaw. On 26 of Sapber 2007 the land was sold to
Landscape, a wholly-owned subsidiary of the Comp&upsequently, the Group ceased to consolidagh®m Tec (for more information
see note 1 of the Consolidated Interim Financiate3hents).

(4) On 24 October 2007, the Company completednéiali public offering of its shares on the Wars&tock Exchange, having sold
26.6 million new shares at an offering price of PIBXY5 per share. From the total received, the Grdegucted an amount of
PLN 11,814 thousand representing the total coseztlly attributed to the initial public offeringh®se costs represent mainly underwriters'
legal, advisory and accounting fees, and costsetta the initial public offering road show, reldtpublic relations and marketing.

(5) On 24 June 2008, the Company issued 300,00néiwary shares with a nominal value of EUR 0.82teto Mr. Dror Kerem, member
of the Company’s Management Board. The shares issued to Mr. Dror Kerem at nominal value for aat@mount of EUR 6 thousand
(PLN 20 thousand) in accordance with the rightshiares in the Company granted to Mr. Dror Kere20@7.

See accompanying notes to the Condensed Uncontealittéerim Financial statements.
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Unconsolidated Statement of Cash Flows

For the six For the year  For the six
months ended 31 months
ended 30  December ended 30
June 2008 2007 June 2007
In thousands of Polish Zlotys (PLN) (UnaUdited) (AUdited) (UnaUditEd)
Cash flows from operating activities
Profit for the period 2,487 39,129 -
Adjustments to reconcile profit for the period
to net cash (used in)/from operating activities:
Net finance income (1,490) (101) -
Increase in trade and other receivables (120) (463) -
Increase in receivables from subsidiaries (14) (4) -
Net results subsidiaries during the period (3,888) (40,256) -
Increase/(decrease) in trade and other payables (954) 1,457 -
Increase/(decrease) in creditors from subsidiaries (883) 883 -
Share-based payment 2,083 806 -
Interest received 469 522
Net cash used in operating activities (2,310) 1,973 -
Cash flows from investing activities
Loan granted to subsidiaries (12,200) (55,900) -
Investment in subsidiaries (27,050) (43,700) -
Net cash used in investing activities (39,250) (99,600) -
Cash flows from financing activities
Proceeds from new shares issued 20 154,250 172
Costs directly attributed to the new shares issued - (11,814) -
Net cash from financing activities 20 142,436 172
Net change in cash and cash equivalents (41,540) 44,809 172
Cash and cash equivalents at the beginning of the
period 44,809 - -
Cash and cash equivalents at the end of the period 3,269 44,809 172

See accompanying notes to the Condensed Uncontsalittéerim Financial statements.
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Note 1 - Accounting principles

The accounting principles and measurement bagedpby Ronson Europe N.V. (“the Company) are
consistent with those applied in the Consolidatetbrim Financial Statements (see Note 2 to the
Consolidated Interim Financial Statements).

Note 2 — Other

The Management Board believes that the Companyrs@mlated Interim Financial Statements present
all material information required to assess the @amy’s financial position and financial results the

six months ended 30 June 2008. The Condensed Uslmated Interim Financial Statements are an
integral part of the Consolidated Interim FinanS#htements of the Group and therefore should &e re
together with the Consolidated Interim Financiat8ments.

The Condensed Unconsolidated Interim FinanciateBtants as of 30 June 2008 and 30 June 2007,
comprising of the Unconsolidated Balance Sheetg, tinconsolidated Income Statements, the
Unconsolidated Cash Flows Statements and the Ualidated Statements of Changes in Shareholders’
Equity for the six months ended 30 June 2008 andw®@ 2007 have been reviewed by independent
auditors. The Condensed Unconsolidated Financak8ients as of 31 December 2007, comprising of
the Unconsolidated Balance Sheet, the Unconsolidateome Statement, the Unconsolidated Cash
Flows Statement and the Unconsolidated Stateme@hahges in Shareholders’ Equity for the twelve
months ended 31 December 2007 have been audited.

Rotterdam,
26 September 2008he Management Board

Dror Kerem Tomasz tafski David Katz

Amos Weltsch
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