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1. FULL-YEAR FINANCIAL STATEMENTS

1.1. STATEMENT OF FINANCIAL POSITION

IFRS as at IFRS as af
lfem Note
Dec 31 2014 Dec 31 2013
Assets
Non-current assets 815,390 936,651
Goodwill -
Intangible assets 5.2 1,776 4,933
Property, plant and equipment 53 58,194 63,828
Investment property 5.5 33,306 41,875
Long-term investments 5.6 7.577 7.577
Investments in subsidiaries 5.6.2 563,029 563,029
Receivables 5.12 24,137 27,566
Loans advanced 5.7.2 127,213 226,740
Other non-current financial assets 5.10 31 849
Deferred tax assets 6.2 - -
Non-current accruals and deferred income 5.18 127 254
Current assets 303,598 366,123
Inventories 5.11 1,514 935
Amounts due from customers for construction contract work 5.18 57,709 17,483
Trade and other receivables 512 58,823 111,069
Current tax assets 6.1 - -
Loans advanced 5.7.2 142,814 132,932
Cash and cash equivalents 5.13 40,421 99,806
Current accruals and deferred income 5.18 1,325 1,838
Non-current assets held for sale 53 992 2,060
Total assets 1,118,988 1,302,774

Wysogotowo, March 23rd 2015

Jerzy Wisniewski

President of the
Management Board

Kinga Banaszak-Filipiak

Vice-President of the
Management Board

Mariusz tozynhski

Vice-President of the
Management Board

Bozena Ciosk

Member of the
Management Board
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STATEMENT OF FINANCIAL POSITION (CONT.)
IFRS as at IFRS as at
ltfem Note
Dec 31 2014 Dec 31 2013
Equity and liabilities
Equity (982,631) (928,173)
Share capital 5.14 14,295 14,295
Treasury shares - -
Share premium 5.14.1 733,348 733,348
Other components of equity 5.14.2 547,868 547,868
Retained earnings/(accumulated losses): (2,278,142) (2,223,684)
- accumulated profit (loss) from prior years (2,223,684) (2,352,342)
- net profit (loss) for current year (54.,458) 128,658
Liabilities 2,101,619 2,230,947
Non-current liabilities 367,514 460,620
Borrowings and other debt instfruments 5.7.3 - -
Finance lease liabilities 5.4 4,522 5172
Deferred tax liabilifies 6.2 - -
Employee benefit obligations and provisions 5.13.1 164 201
Other non-current provisions 5.13.2 361,644 453,860
Non-current accruals and deferred income 5.18 1,184 1,387
Current liabilities 1,734,105 1,770,327
Borrowings and other debt instfruments 5.7.3 1,208,814 1,233,209
Finance lease liabilities 5.4 651 676
Derivative financial instruments - 641
Trade and other
payables 5.17 486,433 472,858
Amounts due to customers for construction contract work 5.19 136 24,579
Current tax liabilities 6.1 - -
Employee benefit obligations and provisions 5.16.1 2,406 2,731
Other current provisions 5.16.2 35,315 35,184
Current accruals and deferred income 5.18 350 449
Total equity and liabilities 1,118,988 1,302,774

Wysogotowo, March 23rd 2015

Jerzy Wisniewski Kinga Banaszak-Filipiak
President of the Vice-President of the
Management Board Management Board

Mariusz tozynhski

Vice-President of the
Management Board

Bozena Ciosk

Member of the
Management Board
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1.2. STATEMENT OF PROFIT OR LOSS
IFRS for the IFRS for the
period period
liem Note Jan 1-Dec 31 | Jan 1-Dec 31
2014 2013

Continuing operations
Revenue 5.20.1 227,044 336,128
- from related entities 9,026 1.856
Sales of finished goods - -
Rendering of services 225,049 335,712
Sales of merchandise and materials 1,995 416
Cost of sales 5.20.2 (263,841) (399.739)
- from related entities (9.230) (13,646)
Finished goods sold - -
Services rendered (261,881) (398,142)
Merchandise and materials sold (1,960) (1.597)
Gross profit/(loss) (34,797) (63,611)
Administrative expenses (21,785) (23.494)
Otherincome 5.20.3 109,176 365,044
Other expenses 5.20.4 (97.054) (55,786)
Restructuring costs (6.993) -
Operating profit/(loss) (53.453) 222,153
Net finance costs 5.20.5/5.20.6 (1,005) (93,495)
Profit/(loss) before tax (54,458) 128,658
Income tax expense 6 - -
Net profit/(loss) from continuing operations (54,458) 128,658

Wysogotowo, March 23rd 2015

Jerzy Wisniewski

President of the
Management Board

Kinga Banaszak-Filipiak

Vice-President of the
Management Board

Mariusz tozynhski

Vice-President of the
Management Board

Bozena Ciosk

Member of the
Management Board
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1.3. EARNINGS/LOSS PER ONE ORDINARY SHARE
IFRS for the IFRS for the
period period
ltem Jan 1-Dec 31 Jan 1-Dec 31
2014 2013
PLN/share PLN/share
Net profit/(loss) from continuing operations (54,458) 128,658
Net profit (loss) from continuing and discontinued operations (54,458) 128,658
Weighted average number of ordinary shares 14,295,000 14,295,000
Diluted weighted average number of ordinary shares 14,295,000 14,295,000
from continuing operations
- basic (3.81) 9.00
- diluted (3.81) 9.00
from continuing and discontinued operations
- basic (3.81) 9.00
- diluted (3.81) 9.00
1.4. STATEMENT OF COMPREHENSIVE INCOME
IFRS IFRS
ltem Jan 1-Dec 31 Jan 1-Dec 31
2014 2013
Net profit/(loss) (54,458) 128,658

Other comprehensive income that will be reclassified to profit or loss once specific conditions are met,

relating to:

Available-for-sale financial assets:

- gains/(losses) recognised for the period under other comprehensive
income

- amounts reclassified to profit or loss
Cash flow hedges:

- profit/(loss) for the period on contracts settled during
the reporting period

- profit/(loss) for the period on contracts not settled during
the reporting period
- adjustments resulting from reclassification to profit/(loss)
Income tax on other
comprehensive income

Other comprehensive income that will not be reclassified to profit or loss, relating to:

Revaluation of property, plant and equipment
Actuarial gains/losses on employee benefits
Deferred income tax

Other comprehensive income, net of tax

Total comprehensive income

(54,458)

128,658

Wysogotowo, March 23rd 2015

Jerzy Wisniewski Kinga Banaszak-Filipiak

Vice-President of the
Management Board

President of the
Management Board

Vice-President of the
Management Board

Mariusz tozynhski

Bozena Ciosk

Member of the
Management Board
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1.5. STATEMENT OF CHANGES IN EQUITY

for the period from Jan 1 to Dec 31 2014

Share . Other Retoi.ned
ltfem . Share premium components earnings Total
capital .
of equity (losses)

Balance as at Jan 12014 14,295 733,348 547,868 (2,223,684) (928,173)
Changes in accounting policies - - - - _
Correction of errors - - - - _
Restated balance 14,295 733,348 547,848 (2,223,684) (928,173)
Changes in equity in the period Jan 1-Dec 31 2014

Share issue - - - - -
Employee share options - - - - -
Other adjustments - - - - -
Dividends - - - - -
Transfer fo reserves - - - - -
Total transactions with owners - - - - .
Net loss for the period Jan 1-Dec 31 2014 - - - (54,458) (54,458)
Other comprehensive income net of tax for the period Jan 1-Dec 31 2014 - - - - -
Total comprehensive income - - - (54.458) (54.458)
Transfer to retained earnings (disposal of revalued property, plant and equipment) - - - - -
Balance as at Dec 31 2014 14,295 733,348 547,868 (2,278,142) (982,631)

Wysogotowo, March 23rd 2015

Jerzy Wisniewski Kinga Banaszak-Filipiak

Vice-President of the
Management Board

President of the
Management Board

10

Mariusz tozyhski

Vice-President of the
Management Board

Bozena Ciosk

Member of the

Management Board
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STATEMENT OF CHANGES IN EQUITY
for the period from Jan 1 to Dec 31 2013

I[fem

Share
capital

Share premium

Other
components
of equity

Retained
earnings (losses)

Total

Balance as at Jan 1 2013
Changes in accounting policies
Correction of errors

14,295

733,348

547,868

(2.352,342)

(1,056,831)

Restated balance

14,295

733,348

547,868

(2,352,342)

(1,056,831)

Changes in equity in the period Jan 1-Dec 31 2013

Share issue

Employee share options
Other adjustments
Dividends

Transfer fo reserves

Total fransactions with owners

Net profit for the period Jan 1-Dec 31 2013
Other comprehensive income net of tax for the period Jan 1-Dec 31 2013

128,658

128,658

Total comprehensive income

128,658

128,658

Transfer fo retained earnings (disposal of revalued property, plant and equipment)

Balance as at Dec 31 2013

14,295

733,348

547,868

(2,223,684)

(928,173)

Wysogotowo, March 23rd 2015

Jerzy Wisniewski Kinga Banaszak-Filipiak

Vice-President of the
Management Board

President of the
Management Board
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Vice-President of the
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Member of the
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Name: PBG S.A. w upadto $ci uktadowej (in company voluntary arrangement)

Period covered by the financial statements: January 1st-December 31st

Reporting currency:

Polish ztoty (PLN)

2014
Rounding: All amounts in PLN thousand (unless otherwise indic ated)
1.6. STATEMENT OF CASH FLOWS
7R fc?r Ji= for the period
period
liem Jan 1-Dec 31 | Jan 1-Dec 31
2014 2013
Cash flows from operating activities
Loss before tax (54,458) 128,658
Adjustments:
Depreciation and impairment of property, plant and equipment 5,595 9,083
Amortisation and impairment of intangible assets 3.107 3.239
Change in fair value of investment property 12,380 11,870
Gains (losses) on financial assets and liabilities 380
at fair value through profit or loss 302
Impairment of financial assets 23,773 111,569
(Gains) losses on disposal of non-financial non-current assets (313) (1,440)
(Gain)/loss on disposal of
non-derivative financial assets (82) 1.646
Foreign exchange gains/(losses) 32,997 3.441
Interest expense 966 (220)
Interest income (1,612) (1,928)
Other adjustments (8.194) (307)
Total adjustments: 68,997 137,255
(Increase)/decrease in inventories (580) 131
Increase/(decrease) in trade and other receivables 51,114 (56,966)
Change in trade payables 14,049 30,317
Increase/(decrease) in provisions, accruals and prepaid expenses (92,107) (336,29¢)
Change in construction contracts and related liabilities (64,669) 87,362
Net changes in working capital (92,193) (275,452)
Settling of derivative financial instruments - (3.987)
Net cash generated by operating activities (77,654) (13,5248)
Cash flows from investing activities
Purchase of intangible assets - (936)
Purchase of property, plant and equipment (200) (45)
Proceeds from disposals of property, plant and equipment 3,090 4,924
Purchase of investment property (86) -
Sale of subsidiaries, net - 2,875
Repayment of loans advanced 33,882 13,952
Loans advanced (9) -
Proceeds from disposals of other financial assets 83 11,355
Interest received 7,458 380
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Name: PBG S.A. w upadto $ci uktadowej (in company voluntary arrangement)

Period covered by the financial statements:

January 1st-December 31st

| Reporting currency:

| Polish ztoty (PLN)

2014
Rounding: All amounts in PLN thousand (unless otherwise indic ated)
Net cash from (used in) investing activities 44,218 | 32,505
Cash flows from financing activities
Repayment of borrowings (24,249) (13,049)
Payment of finance lease liabilities (939) (701)
Interest paid (1,368) (1,693)
Interest on deposits (from financial surplus) 607 1,039
Net cash from financing activities (25,949) (14,404)
Net increase/(decrease) in cash and cash equivalents (59,385) 4,575
Cash and cash equivalents, beginning of period 99,806 95,231
Effect of exchange rate changes - -
Cash and cash equivalents, end of period 40,421 99,806

Wysogotowo, March 23rd 2015

Jerzy Wisniewski Kinga Banaszak-Filipiak
President of the Vice-President of the
Management Board Management Board
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Management Board
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Name: PBG S.A. w upadto $ci uktadowej (in company voluntary arrangement)

January 1st-December 31st

Period covered by the financial statements: 2014 Reporting currency: Polish ztoty (PLN)

Rounding: All amounts in PLN thousand (unless otherwise indic ated)

2. GENERAL INFORMATION

2.1. COMPANY OVERVIEW

PBG S.A. w upadtosci uktadowej (in company voluntary arrangement) is the Parent of the PBG Group.
The Company was incorporated on January 2nd 2004, by virtue of the Notary Deed of December 1st
2003. The Company operates in all parts of Poland, pursuant to the provisions of the Polish Commercial
Companies Code. It is entered in the Register of Enfrepreneurs of the National Court Register
maintained by the District Court for Poznan-Nowe Miasto and Wilda, 7th Commercial Division of the
National Court Register, under KRS No. 0000184508. The Company's Industry Identification Number
(REGON) is 631048917. PBG shares are listed on the Warsaw Stock Exchange.

The Company'’s registered office is located at ul. Skérzewska 35 in Wysogotowo near Poznan, 62-081
Przezmierowo, Poland. PBG's registered office is also its principal place of business. On October 1st 2009,
a PBG representative office was registered in Ukraine. Ifs purpose was to research the Ukrainian market

and establish relations with potential partners in the construction and related services sector.

The Company was established for an indefinite term.

2.1.1. IDENTIFICATION OF SEPARATE FINANCIAL STATEMENTS
The Company prepared separate financial statements for the year ended December 31st 2014, which

were authorised for issue on March 23rd 2015.

2.1.2. MANAGEMENT BOARD AND SUPERVISORY BOARD

Composition of the Company’s Management Board and Supervisory Board as at December 31st 2014

and December 31st 2013 is presented below:
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Name:

PBG S.A. w upadto $ci uktadowej (in company voluntary arrangement)

Period covered by the financial statements: 2014

January 1st-December 31st

Reporting currency: Polish ztoty (PLN)

Rounding:

All amounts in PLN thousand (unless otherwise indic

ated)

As at Dec 31 2014

Composition of the Parent’'s Management Board

Composition of the Parent’s Supervisory Board

Jerzy Wisniewski — President of the Management
Board

Mariusz tozyhski - Vice-President of the
Management Board

Kinga Banaszak-Filipiak — Vice-President of the
Management Board

Bozena Ciosk - Member of the Management
Board

Maciej Bednarkiewicz — Chairman of the Supervisory Board

Matgorzata Wisniewska — Deputy Chairman of the Supervisory
Board

Andrzej Stefan Gradowski — Secretary of the Supervisory Board

Przemystaw Szkudlarczyk — Member of the Supervisory Board

Dariusz Sarnowski — Member of the Supervisory Board

As at Dec 31 2013

Composition of the Parent's Management Board

Composition of the Parent’s Supervisory Board

Pawet Mortas — President of the Management
Board

Tomasz Tomczak — Vice-President of the
Management Board

Mariusz tozynski — Vice-President of the
Management Board

Kinga Banaszak-Filipiak — Vice-President of the
Management Board

Bozena Ciosk - Member of the Management
Board

Jerzy Wisniewski — Chairman of the Supervisory Board

Maciej Bednarkiewicz — Deputy Chairman of the Supervisory
Board

Matgorzata Wisniewska — Secretary of the Supervisory Board
Przemystaw Szkudlarczyk — Member of the Supervisory Board

Dariusz Sarnowski — Member of the Supervisory Board

Andrew Stefan Gradowski — Member of the Supervisory Board

Norbert Stowik - Member of the Supervisory Board

In the period from January 1st 2014 to the date of authorisation of these full-year financial statements for

issue, the following changes occurred in the composition of the Company’s Management Board.

*  On April 24th 2014, the following person was appointed to the Management Board:

> Jerzy WiSniewski — was appointed President of the Management Board;

» Pawet Mortas — was removed from the position of President of the Management Board and

appointed Vice-President of the Management Board;

«  On May éth 2014, Mr Tomasz Tomczak resigned from his position on the Management Board;

e« On October 31st 2014, Mr Pawet Mortas resigned from his position on the Management Board.

In the period from January 1st 2014 to the date of authorisation of these full-year financial statements for

issue, the following changes occurred in the composition of the Company’s Supervisory Board.

«  On April 24th 2014, the following changes were made to the composition of the Company's

Supervisory Board:

> Mr Jerzy Wisniewski resigned from the position of Chairman of the Supervisory Board;

» Mr Maciej Bednarkiewicz was removed from the position of Deputy Chairman of the

Supervisory Board and was appointed Chairman of the Supervisory Board;

> Ms Matgorzata Wisniewska was removed from the position of Secretary of the Supervisory

Board and was appointment Deputy Chairperson of the Supervisory Board;
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Name: PBG S.A. w upadto $ci uktadowej (in company voluntary arrangement)

January 1st-December 31st

Period covered by the financial statements: 2014

Reporting currency: Polish ztoty (PLN)

Rounding: All amounts in PLN thousand (unless otherwise indic ated)

» Mr Andrzej Stefan Gradowski was removed from the position of Member of the

Supervisory Board and was appointed Secretary of the Supervisory Board;

* On November 4th 2014, Mr Norbert Stowik resigned from his position on the Supervisory Board.

2.2. OVERVIEW OF THE COMPANY’'S OPERATIONS

The Company's principal business activities are:

- PKD 7112Z Engineering activities and related technical consultancy.

For a more detailed description of the Company's business activities, see section 5.1 relating to its

operating segments.

2.3. COMPANY'S INVESTMENTS

The Company holds investments in the following subsidiaries, jointly-controlled entities and associates.

inggf”;%fi’gn % of share capital held
Name of the subsidiary/associate/jointly- and princi al Principal business activity
controlled entity Ic?ce oFf) (according to PKD 2007) Dec 31 Dec 31
plac 2014 2013
business
ul. Skérzewska
35 .
. ’ Reproduction of
PBG Avatia Wysogotowo | o -0 ded media 99.90% 99.90%
Sp.zo.0. 62-081
.. PKD 18.20.Z
(1) Przezmierowo
POLAND
ul. Skérzewska
Brokam 35, Quarrying of ornamental
Sp.zo.0. Wysogotowo and building stone,
(2) 62-081 limestone, gypsum, chalk 100.00% 100.00%
Przezmierowo and slate PKD 08.11.Z
POLAND
ul. Skérzewska Buying and selling of own
PBG Dom 35, ing 9
S, 7 0.0 Wysoaotowo real property PKD 68.10.Z
(3p). e 62YO8? Renting and operating of 100.00% 100.00%
Przesmierowo own or leased real
POLAND property PKD 68.20.Z
. ul. Skorzewska Activities of head offices
PBG Erigo 35, . :
Sp.70.0 Wysogotowo and holding companies
©.20.0. V599 other than financial 100.00% 100.00%
(4) 62-081 ;
Przezmierowo holdings
POLAND PKD 70.10.Z
Wschodni Invest jlz Mazowiecka Other financial
?E)) Z0.0. 60-623 Poznanh gmggrr&e]d;c;hon 100.00% 100.00%
POLAND T
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Name:

PBG S.A. w upadto $ci uktadowej (in company voluntary arrangement)

Period covered by the financial statements:

January 1st-December 31st

Reporting currency:

Polish ztoty (PLN)

Rounding: All amounts in PLN thousand (unless otherwise indic ated)
Construction of buildings
and other structures,
assembly and installation
of prefabricated
PBG Ukraina |]<ondr0’ryuk0 structures, assembly of
PAT (public joint-stock company) ’ . metal structures, 100.00% 100.00%
04201 Kiev S
(6) organisation of property
UKRAINE - -
constfruction projects
infended for sale or
rental; engineering
activities.
ul. Skérzewska
PBG Operator 35,
Wysogotowo Other credit granting
?;:)) Z0.0. 62081 PKD 64.92 7 100.00% 100.00%
Przezmierowo
POLAND
ul. Skérzewska
PBG oil and gas 35, Quarrying of ornamental
Sp.zo.o. Wysogotowo and building stone,
(8) 62-081 limestone, gypsum, chalk 25.00% 25.00%
Przezmierowo and slate PKD 08.11.2
POLAND
ul. Skérzewska
. 35, Quarrying of ornamental
Bathinex Wysogotowo and building stone
?g)) zo.o. 62-081 limestone, gypsum, chalk 100.00% 100.00%
Przezmierowo and slate PKD 08.11.2
POLAND
Kostaki
Pandelidi 1,
" - Kolokasides .
I(\;\g;’roros Trading Company Limited Building, gﬂilggriﬁes 100.00% 100.00%
3rd floor, 1010
Nicosia
CYPRUS
ul. tgkowa 33, Manufacture of steam
RAFAKO SA 47-400 generators except
(1 Racibérz, central heating hot water 61.01% 61.01%
POLAND boilers (25.30.Z)

*The Company holds a 61.01% interest in the share capital of RAFAKO S.A., including: 50.000001% held indirectly
through Multaros Traiding Company Limited of Nicosia, and 11.01 % held directly.

The figures in the table above present the Company’s ownership interests in the share capital of the

subsidiaries.

The percentage interests in the share capital of Group subsidiaries are presented as aggregate interests

(the percentage share held by the Parent in the share capital of a given Group company fimes the

percentage share held by that Group company in its subsidiary).

As af December 31st 2014 and December 31st 2013, the number of shares equals the number of voting

rights held by the Company in the subsidiaries, associates, and jointly-confrolled entities,
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Name: PBG S.A. w upadto $ci uktadowej (in company voluntary arrangement)

January 1st-December 31st

Period covered by the financial statements: 2014

Reporting currency: Polish ztoty (PLN)

Rounding: All amounts in PLN thousand (unless otherwise indic ated)

except at Energotechnika Engineering Sp. z 0.0., a RAFAKO Group company, where the equity interest
is held by:

. Rafako Engineering Sp. z 0. o. — holding 40.00% of preference shares at Energotechnika

Engineering Sp. z o0.0., carrying 57.14% of total voting rights at the General Meeting of

Energotechnika Engineering Sp. z 0.0. (one share carries two votes at the General Meeting).

Changes in financial assets of subsidiaries in the period January 1st - December 31st 2014

LOSS OF CONTROL

Liquidation of PBG Butgaria

On May 7th 2014, the liquidatfion of PBG Butgaria was completed with the deletion of the company
from the Commercial Register. The Company had held 100% of the share capital of PBG Butgaria Sp. z
0.0.

PBG Butgaria's equity was BGN 35 thousand.

Disposal of shares in subsidiary Energopol Ukraina

Wschodni Invest Sp. z 0.0., an indirect subsidiary, sold two shares held in Energopol Ukraina, which
represented 2% of the company’s share capital. Currently, the Subsidiary's interest in the share capital of
Energopol Ukraina is 49%.

In July 2013, the Company entered info a conditional agreement with its subsidiary Wschodni Invest Sp.
z 0.0. and Imidz Finans Grup, incorporated under Ukrainian law (the "Buyer"). The Buyer committed to
purchase the shares of Energopol Ukraina S.A. of Kiev from Wschodni Invest Sp. z 0.0. and fo buy the
claims under the loans advanced by Wschodni Invest to Energopol Ukraina S.A. Pursuant to the
agreement, the portion of the price corresponding to the loans granted to Energopol Ukraina S.A. by
the Company in the form of investment certificates will be transferred to the Company's bank account.

Following the payment, the Buyer will become the owner of the investment certificates.

In April 2014, the Company entered into an arrangement with the buyer of a 2% interest in Energopol
Ukraina's share capital, whereby the parties undertook to take steps to effectively close the conditional
agreement. Execution of the agreement would be in line with the Company's current investment policy
towards Energopol Ukraina, which places more focus of recovering the invested capital than on the
company's day-to-day operations. Together with its partner, the Company controls 69% of Energopol
Ukraina’s share capital. The Management Board of the Parent resolved to change the method of
accounting for the investment certificates held by the Parent in the consolidated financial statements
for 2014, and the assets are presented as an increase in the investment in Energopol Ukraina. In these
financial statements, they are presented as long-term loans. No indication of impairment has been

identified by the Management Board with respect to the investment.
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Name: PBG S.A. w upadto $ci uktadowej (in company voluntary arrangement)

January 1st-December 31st

Period covered by the financial statements: 2014 Reporting currency: Polish ztoty (PLN)

Rounding: All amounts in PLN thousand (unless otherwise indic ated)

Application of subsidiary KWG for conversion of insolvency proceedings

On November 3rd 2014, the Management Board of KWG S.A. w upadtosci uktadowej (in company
voluntary arrangement) of Szczecin, a PBG subsidiary, moved for the District Court for Szczecin-Cenfrum
in Szczecin, 12th Commercial Division ('the Court") to convert the company's arrangement bankruptcy
proceedings into liquidation bankruptcy proceedings. Following the change of the status of the
proceedings from company voluntary arrangement fo liquidation bankruptcy, the Company lost

control of KWG S.A. w upadtosci likwidacyjnej (in company voluntary arrangement).

OTHER CHANGES

PBG AVATIA Meeting of Creditors’ resolution to enter into arrangement

On February 24th 2014, PBG AVATIA Meeting of Creditors resolved, by a majority of votes, to enter info
an arrangement. The Court approved the arrangement on April 2nd 2014, and the decision became
final on April 10th 2014.

On May 26th 2014, the insolvency proceedings of PBG Avatia Sp. z 0.0. were closed. The court decision

on termination of the insolvency proceedings became final on June 9th 2014.

2.4. AUTHORISATION OF THE FINANCIAL STATEMENTS FOR ISSUE

These separate financial statements for the year ended December 31st 2014 were authorised for issue

by the Company's Management Board on March 23rd 2015 (see Note 20).

2.5. BASIS OF PREPARATION AND ACCOUNTING POLICIES

2.5.1. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

These financial statements of the Company were prepared in accordance with the EU-endorsed
International Financial Reporting Standards ("EU IFRSs"), which were in effect as at December 31st 2014.
At the date of authorisation of these financial statements, taking info account the EU's ongoing process
of implementation of IFRSs and the Company's activities, the policies applied differ from EU IFRSs. The
Company has chosen the option, available in the case of application of the EU-endorsed IFRSs, of
applying IFRIC 21 starting from annual periods beginning on or after January 1st 2015, while
amendments to IFRS 2 and amendments to IFRS 3 resulting from the 2010-2012 IFRS Review - starting
from annual periods beginning on January 1st 2016.

EU IFRS comprise standards and interpretations approved by the International Accounting Standards
Board ("IASB") and the Committee on International Financial Reporting Interpretations Committee
("IFRIC").
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January 1st-December 31st

Period covered by the financial statements: 2014 Reporting currency: Polish ztoty (PLN)

Rounding: All amounts in PLN thousand (unless otherwise indic ated)

2.5.2. REPORTING CURRENCY AND ROUNDING
The reporting currency in these financial statements is the Polish ztoty, which is the functional and
presentation currency, and all amounts are expressed in thousands of Polish ztoty (PLN '000), unless

indicated otherwise.

2.5.3. GOING CONCERN ASSUMPTION

The Company's current financial condition puts in question its ability fo confinue as a going concern.
However, the financial statements were prepared on the assumption that the Parent would confinue as
a going concern in the foreseeable future, i.e. for at least 12 consecutfive months from the date of
preparation of these financial statements. This assumption was made due to the Company’s ongoing
arrangement bankruptcy proceedings and the Management Board’s efforts to arrange with the

creditors and ensure that the Company may continue its business actfivities.

The Management Board wishes to indicate that, should the going concern assumption prove incorrect,
the financial statements would have to reflect cerfain adjustments to the carrying amounts and
classification of the Company’s assets and liabilities which could be required if the Company were

unable to confinue its operations in the foreseeable future.

Below, the Management Board presents the circumstances suggesting that the Company’s and its
Group's ability to continue as going concerns may be at risk, as well as the steps taken in order to

mitigate the risk.

On June 4th 2012, the Company's Management Board made a decision to file an arrangement
bankruptcy petition (grounds for the decision were presented in the Company’s full-year report for
2012). On June 13th 2012, the District Court for Poznan-Stare Miasto in Poznan, 11th Commercial
Insolvency and Arrangement Division, declared the Company insolvent, in a voluntary arrangement.
The Court’s decision became final on June 22nd 2012. Overall, twelve companies of the PBG Group
filed arrangement bankruptcy petitions. The decision to make their filings almost simultaneously was
prompted by the fact that the companies had provided cross guarantees to secure the repayment of
bank loans and frade creditors, and (in some cases) assumed joint and several liability under
consortium-delivered contracts. The formal and legal circumstances and the financial condition of the
companies undergoing insolvency proceedings are very difficult, which affects both their business
activities (for instance, their ability fo secure new contracts) and the highly complex restructuring

processes.

The voluntary arrangement procedure ensures proper satisfaction of the Creditors’ claims following
approval and implementation of the arrangement. Since 2012, the Company’s Management Board
has been actively involved in negoftiations with the Creditors. The negotiations concern terms of debt
repayment, including repayment periods, amounts and forms. During this fime, the Creditors involved in

financing the Company's or other Group companies’ operations and representing the largest group of
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Creditors have been presented with a plan of the operational and asset restructuring of the Company.
The plan has been prepared by the Company and its financial adviser PwC Polska Sp. z 0.0. On
November 3rd 2014, the Management Board and its legal adviser Weil, Gotshal&Manges, Pawet Rymarz
Sp. k. completed the preparation of the Arrangement Proposals. On the same date, the Company filed
the Arrangement Proposals along with the grounds therefor, with the Bankruptcy Court, as reported by
the Company in Current Report No. 23/2014. Pursuant to the Arrangement Proposals, the Company’s
Creditors are to be satisfied in seven groups, depending on the category of interest they represent and
the type and amount of their claims. The Creditors were divided into categories of inferest in
accordance with the Bankruptcy and Restructuring Law. The full text of the Arrangement Proposals as
filed with the court is available on the Company's website at www.pbg-sa.pl in the 'Restructuring'

section.

On June 12th 2013, the Company was nofified that a list of claims had been delivered by the Court
Supervisor to Judge Commissioner. The total amount of the acknowledged claims placed in the list of
claims by the court supervisor was PLN 2,776,254 thousand. On July 4th 2013, the Judge announced that
the drafting of the list of claims had been completed. On December 24th 2013, the Judge announced
completion by the Court Supervisor of the first supplementary list of claims as at November 29th 2013.
The total amount of the acknowledged claims included in the first supplementary list of claims by the
Court Supervisor was PLN 191.25m. On May 28th 2014, the Judge announced completion by the Court
Supervisor of the second supplementary list of claims as at April 22nd 2014. The total amount of the
acknowledged claims included in the second supplementary list of claims by the Court Supervisor was
PLN 89.7m. Subsequently, on August 13th 2014, the Judge announced completion of the third
supplementary list of claims as at July 29th 2014. The total amount of the acknowledged claims

included in the third supplementary list of claims by the Court Supervisor was PLN 70.7m.

On December 9th 2014, the Judge issued decisions approving: (i) the list of claims; (i) the first
supplementary list of claims; (i) the second supplementary list of claims, and (iv) the third

supplementary list of claims, as reported by the Company in Current Report No. 28/2014.

On February 19th 2015, the Judge issued a decision setting the date and time of the Meeting of PBG
Creditors, as reported by the Company in Current Report No. 4/2015. According to the decision, the
Meeting of Creditors classified in Groups 1 and 2 was scheduled for 10.00 am on April 27th 2015 and
10.00 am on April 28th 2015, whereas the Meeting of Creditors classified in all the other groups was set
for 10.00 am on April 29th 2015.

Voting on the arrangement represents another, and the most important, stage of the restructuring

process. Its outcome is entirely up to the creditors and will decide the Company's future.

In parallel to the steps taken to restructure debt, operational and asset restructuring efforts have also

been undertaken.
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The PBG Management Board believes that the arrangement would enable the Company to continue
its day-to-day operations, which in turn would protect interests of the Creditors (in particular those with
smaller claims), and would also help protect important social interests: jobs, interests of subcontractors,
interests of project sponsors (awaiting performance of strategic confracts), and interests of local

communities.

In the opinion of the Company’'s Management Board, the proper performance of the arrangement is
guaranteed by:
e restructuring of Company's non-operating non-current assets, the sale of which will constitute
one of the sources of payments to be made under the arrangement;
« divestment of the PBG Group's property development and other investment projects;
» ability to bid for profitable confracts in the power construction sector, based on cooperation
with RAFAKO S.A., PBG's subsidiary;

* winning new contracts in the oil and gas sector, PBG's strategic segment.

2.5.4. MANAGEMENT BOARD'S REPRESENTATION

Pursuant to the Minister of Finance's Regulation on current and periodic information to be published by
issuers of securities of February 19th 2009, the Company's Management Board hereby represents that to
the best of their knowledge, these financial statements and the comparative information have been
prepared in accordance with the accounting policies applied by the Company, give a true, clear and
fair view of the Company's assets, its profit or loss, and that the Directors' Report gives a true picture of
the development, achievements and position of the Company, including its key risks and threats.

These financial statements have been prepared in accordance with the accounting policies compliant
with International Financial Reporting Standards as endorsed by the European Union, and their scope
complies with the requirements of the Minister of Finance's Regulation on current and periodic
information to be published by issuers of securities of February 19th 2009 (Dz.U. No. 33, item 259); these
financial statements cover the period from January 1st to December 31st 2014 and the comparative
period from January 1st to December 31st 2013.

The Company's Management Board hereby represents that the auditor, being an entity qualified to
audit financial statements, was appointed in compliance with the applicable laws and that the entity
and auditors who conducted the audit satisfy the auditor independence criteria to deliver an unbiased
and independent auditor's opinion in compliance with the applicable laws.

On June 16th 2014, the PBG Supervisory Board, on recommendation from its Audit Committee, passed a
resolution to appoint Ernst & Young Audyt Polska Sp. z o.0. ("E&Y") as the auditor to review the
Company's and the Group's H1 2014 financial statements and to audit the separate financial
statements of the Company and the consolidated financial statements of the Group for 2014.

The Company's Supervisory Board made the decision with a view to ensuring a fully independent and

unbiased selection as well as independent and unbiased work of the auditor.
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2.6. AMENDMENTS TO STANDARDS AND INTERPRETATIONS

2.6.1. EFFECTIVE AMENDMENTS TO STANDARDS AND INTERPRETATIONS A PPLIED BY THE
COMPANY FROM JANUARY 1ST 2014

The accounting policies applied in preparing these full-year financial statements are consistent with the

policies applied in preparing the Company’s full-year financial statements for the year ended

December 31st 2013, save for the effect of application of the following new or amended standards and

interpretations effective for annual periods beginning on or after January 1st 2014.
« IFRS 10 Consolidated Financial Statements and IAS 27 Separate Financial Statements

IFRS 10 supersedes the consolidation guidance formerly found in IAS 27 (Consolidated and Separate
Financial Statements) and intfroduces a new definition of control. The application of IFRS 10 does not
lead to changes consisting in the Group no longer consolidating some of its investees or consolidating
investees that were not previously consolidated, and it does not change the consolidation procedures

or methods of accounting for transactions in the consolidated financial statements.

The application of the amendments had no effect on the Company's financial condition or

performance.
« IFRS 11 Joint Arrangements and IAS 28 Investments in Associates and Joint Ventures

IFRS 11 addresses joint arrangements. It defines two categories of joint arrangements: joint operations

and joint ventures, and specifies the appropriate methods of accounting for the arrangements.

Application of the standard may result in a change of the method of accounting for joint arrangements
(for instance, arrangements previously classified as jointly-confrolled entities and accounted for using
the proportional consolidation method may now be classified as joint ventures, which are equity-

accounted).
The amended |AS 28 sets out the guidance on application of the equity method to joint ventures.

The application of the amendments had no effect on the Company's financial condition or

performance.
» |FRS 12 Disclosure of Interest in Other Entities

IFRS 12 requires a wide range of disclosures about an entfity’s inferests in subsidiaries, associates or joint
ventures. Its application may require a wider range of disclosures, chiefly in the Group's financial

statements, covering such information as:

e key financial information, including information on the risks associated with the Company's

undertakings,

« disclosure of interests in unconsolidated structured entities and the risks associated with such

investments,
« any material non-confrolling interests held by the Group,

+ significant judgements and assumptions made in determining whether an investee is a

subsidiary, a jointly-controlled entity or an associate.
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The application of the amendments had no effect on the Company's financial condition or

performance.
* Investment Entities - Amendments to IFRS 10, IFRS 12 and |AS 27

The amendments infroduce the term "investment entity”, and provide an exception to the consolidation
requirements of such entities, mandating them to measure their subsidiaries at fair value through profit

or loss.

The application of the amendments had no effect on the Company’'s financial condition or

performance.
» Offsetting Financial Assets and Financial Liabilities - Amendments to IAS 32

The amendments to IAS 32 provide clarifications on the nature and consequences of a legally
enforceable right of set-off of financial assets and financial liabilities, and on the offsetting criteria

applicable to gross settlement mechanisms (e.g. clearing houses).

The application of the amendments had no effect on the Company's financial condition or

performance.

e Disclosures of Recoverable Amount of Non-Financial Assets - Amendments to IAS 36

These amendments remove unintended consequences of IFRS 13 Disclosures required by IAS 36. In
addition, these amendments require additional disclosures of the recoverable amount of an asset or
cash-generating unit (CGU) for which impairment loss was recognized or reversed in the period, where

value in use corresponds to fair value less costs to sell.

The application of the amendments had no effect on the Company's financial condition or

performance.
» Novation of Derivatives and Continuation of Hedge Accounting — Amendments to |AS 39

The amendments to IAS 39 relate to the continued use of hedge accounting after a derivative is
novated and provide some relief from the requirement to cease hedge accounting when such

novation meets the criteria specified in IAS 39.

The application of the amendments had no effect on the Company’s financial condition, results of

operation or the scope of disclosures in the financial statements.

The Company has not elected to early adopt any of the standards, interpretations or amendments that

have been published but are not yet adopted by the European Union.

2.6.2. PUBLISHED STANDARDS AND INTERPRETATIONS WHICH AS AT DEC EMBER 31ST 2014 WERE
NOT YET EFFECTIVE, AND THEIR IMPACT ON THE COMPANY’S FINANCIAL STATEMENTS

The following standards and inferpretations have been issued by the Internafional Accounting
Standards Board and the International Financial Reporting Interpretations Committee, but are not yet

effective:

« IFRS 9 Financial Instruments (published on July 24th 2014) - effective for annual periods beginning on
or after January 1st 2018 — not adopted by the EU by the date of authorisation of these financial

statements.
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« IFRIC 21 Levies (published on May 20th 2013) - effective for annual periods beginning on or after
January 1st 2014; within the EU, effective atf the latest for annual periods beginning on or after June
17th 2014,

+  Amendments to |AS 19 Defined Benefit Plans: Employee Contributions (published on November 21st
2013) - effective for annual periods beginning on or after July 1st 2014 - in the EU, effective not later

than for annual periods beginning on or after February 1st 2015.

+ Improvements to IFRSs 2010-2012 (published on December 12th 2013) — some of the amendments
are effective for annual periods beginning on or after July 1st 2014, and some prospectively for
fransactions occurring on or after July 1st 2014 - in the EU, effective not later than for annual periods

beginning on or after February 1st 2015.

+ Improvements to IFRSs 2011-2013 (published on December 12th 2013) - effective for annual periods
beginning on or after July 1st 2014 - in the EU, effective not later than for annual periods beginning

on or after January 1st 2015.

« IFRS 14 Regulatory Deferral Accounts (published on January 30th 2014) — effective for annual periods
beginning on or after January 1st 2016; no decision has been made as to when EFRAG wiill carry out
the individual stages of work leading to the approval of this standard; until the date of authorisation

of these financial statements, the amendments have not been adopted by the EU,

+  Amendments to IFRS 11 Accounting for Acquisitions of Interests in Joint Operations (published on May
6th 2014) - effective for annual periods beginning on or affer January 1st 2016; not adopted by the

EU by the date of authorisation of these financial statements,

« Amendments to IAS 16 and |IAS 38 Clarification of Acceptable Methods of Depreciation and
Amortisation (published on May 12th 2014) — effective for annual periods beginning on or after
January 1st 2016; not adopted by the EU by the date of authorisation of these financial statements,

« IFRS 15 Revenue from Contracts with Customers (published on May 28th 2014) — effective for annual
periods beginning on or affer January 1st 2017; not adopted by the EU by the date of authorisation
of these financial statements,

+  Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants (published on June 30th 2014) — effective
for annual periods beginning on or after January 1st 2016; not adopted by the EU by the date of
authorisation of these financial statements,

«  Amendments to IAS 27 Equity Method in Separate Financial Statements (published on August 12th
2014) - effective for annual periods beginning on or after January 1st 2016 — not adopted by the EU
by the date of authorisation of these financial statements.

« Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture (published on September 11th 2014) - effective for annual periods
beginning on or after January 1st 2016; however, this date was deferred by the IASB — no decision
has been made as to when EFRAG will carry out the individual stages of work leading to the
approval of the amendments; not adopted by the EU by the date of authorisation of these financial

statements.
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+ Improvements to IFRSs 2012-2014 (published on September 25th 2014) - effective for annual periods
beginning on or after July 2016 — not adopted by the EU by the date of authorisation of these
financial statements.

+  Amendments fo IFRS 10, IFRS 12 and IAS 28 Investment Entities: Applying the Consolidation Exception
(published on December 18th 2014) — effective for annual periods beginning on or after January 1st
2016 - not adopted by the EU by the date of authorisation of these financial statements.

+  Amendments to IAS 1 Disclosure Initiative (published on December 18th 2014) — effective for annual
periods beginning on or after January 1st 2016 — not adopted by the EU by the date of authorisation

of these financial statements.

The Company has not elected to early adopt any of the standards, interpretations or amendments that
have been published but are not yet adopted by the European Union.

At the date of authorisation of these financial statements for issue, the Company's Management Board
has not yet completed work on assessing the impact of the infroduction of these standards and
interpretations on the rules (policies) applied in respect of its operations and finances.

At the date of authorisation of these financial statements for issue, the Company's Management Board
does not expect the infroduction of these standards and interpretatfions to have any material impact on

the rules (policies) applied by the Company.

3. ACCOUNTING POLICIES

The Company's financial statements were prepared based on the historical cost approach, except with
respect to investment property, derivatives and financial assets available for sale, all of which are
measured at fair value. The carrying amount of recognised hedged assets and liabilities is adjusted for
fair value changes which may be attributed to the risk against which such assets and liabilities are
hedged.

3.1. SUBSTANCE-OVER-FORM RULE
In accordance with the substance-over-form rule, the financial statements should present information

which reflect the economic substance of events and transactions, not only their legal form.

3.2. CORRECTION OF ERRORS AND CHANGES IN ACCOUNTING POLIC IES

No error corrections or changes of the accounting policies were made in these financial statements.

3.3. MATERIAL JUDGEMENTS AND ESTIMATES

3.3.1. PROFESSIONAL JUDGEMENT
When applying the Company's accounting policies, the Management Board made the following
judgements which most significantly affect the presented carrying amounts of assets and liabilities,

revenue and costs, as well as related notes.
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Classification of lease agreements

The Company classifies leases as either finance leases or operating leases based on the assessment of
the extent to which risks and benefits incidental to ownership have been transferred from the lessor to
the lessee. Such assessment is in each case based on the economic substance of a given transaction.
The Company has agreements for lease of commercial movables in its movables portfolio. The
Company retains substantially all risks and benefits from lease of such movables.

Translating assets and liabilities expressed in foreign currencies

The Company’'s Management Board resolved to change, as of 2014, the policies applied by the
Company to franslate foreign currency transactions as at the reporting date. Prior to the change,
monetary items expressed in currencies other than the Polish ztoty were translated into PLN as atf the
reporting date using the appropriate closing exchange rate effective for the end of the reviewed
period (spof rate) i.e. the exchange rate quoted by the Company’s primary bank during the first listing
on the reporting date. At present, monetary items expressed in currencies other than the Polish ztoty are
franslated into PLN as at the reporfing date at the mid-exchange rate quoted by the National Bank of
Poland for the reporting date.

In the opinion of the Management Board, the mid-exchange rate quoted by the National Bank of
Poland is the closest to the exchange rate of future cash flows.

Estimating the stage of completion of contract activity

The Management Board of the Company decided to change, as of January 1st 2014, the approach to
estimating contract revenue as at the reporting date based on incurred costs. In the amended policy,
costs incurred as at the reporting date include costs of purchased materials, equipment and other
components dedicated to a particular contract and delivered to the construction site or received from
suppliers but kept in their deposit as at the reporting date, until delivery to the construction site. Prior to
the change, materials which were not used for construction as at the reporting date were inventoried
and were not used as a basis for estimating the contract's progress for the purpose of estimating
contract revenue as at the reporting date.

Based on the Management Board's professional judgement, the procedures infroduced as of 2014,
which permit the allocation of materials and equipment to specific contracts, enable the Group to

better reflect the stage of completion of contract activity.

3.3.2.  UNCERTAINTY OF ESTIMATES AND ASSUMPTIONS

These financial statements were prepared based on the going concern assumption. The assumption has
an effect on the measurement of assets and liabilities, which would be different if the Management
Board did not assume a going concern. The preparation of these financial statements requires the
Management Board's judgement in making numerous estimates and assumptions which are
characterised by some uncertainty (e.g. estimates concerning projected expenses under confracts,
interest rates, inflation rate, discount rates, conditions in the property market, or estimated collection
periods) and which have an effect on the accounting policies and the reported amounts of assets,

liabilities, income and expenses as well as related notes.
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Actual amounts may differ from the amounts estimated by the Management Board due to the

uncertainty surrounding the Company as at the date of these financial statements, which may

necessitate an adjustment to the disclosed carrying amounts of assets and liabilities in future reporting

periods.

3.3.2.1. USEFUL LIFE OF PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

Depreciation and amortisation rates are determined based on the expected useful lives of property,
plant and equipment and intangible assets.

The Company's Management Board reviews the wuseful lives of its assets subject to
depreciation/amortisation annually, on the basis of current estimates. Any such estimation involves
uncertainty regarding future operations, resulting from the declaration of bankruptcy. In the
Management Board's opinion, as at December 31st 2014, the useful lives of assets applied by the

Company reflect the expected period of use and usefulness of the assets.

3.3.2.2. CONSTRUCTION CONTRACT REVENUE

Construction contract revenue and amounts due recognised in the financial statements depend on the
Management Board's estimates regarding the stage of completion of and profit margins expected to
be achieved on individual contracts. Budgeted costs related to specific projects which have not yet
been incurred are monitored on an ongoing basis by the management staff supervising the progress of
construction work, as a result of which the budgets of individual contracts are revised at least monthly.
However, the costs not yet incurred and the profit margins on individual running contracts thus
estimated involve a degree of uncertainty, especially in the case of highly complex projects, which take
several years to complete. In the present situation, the estimates are affected by additional risks, which
may lead fo their possible adjustment in the future. According to the Management Board, the risks
include mainly the Company's limited liquidity as at the date of these financial statements, which may
adversely affect the pace of contract work. This may in turn increase contract fixed costs, affect the
Company's bargaining power in negotiations with subcontractors and suppliers and, in exireme cases,
result in a failure to meet contractual deadlines for completing work and in a threat of penalties being
imposed. These factors may in the future affect the planned costs and revenues and thus the margins

which are currently budgeted. For details on long-term contracts, see Note 5.24.

3.3.2.3. PROVISIONS

Provisions for employee benefits — retirement gratuity and accrued holiday entitlement — are assessed

using the projected unit credit method. The amount of provisions for employee benefits disclosed in the

financial statements is PLN 707 thousand. The amount of provisions depends on the assumptions

concerning the discount rate and the expected salary increase index. A 1pp decrease in the discount
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rate and a 1pp increase in the salary increase index would increase the provisions as at December 31st
2014 by PLN 1 thousand.

Provisions for warranties are estimated based on probability-weighted costs of running construction

contracts assessed by the Company's Management Board. They are reported as long as it is probable
that a warranty claim or a claim for repair work will arise, until the right to make the claim expires. As at

December 31st 2014, the provisions for warranty repairs were PLN 9,884 thousand.

Provisions for losses on construction contracts are recognised if it is probable that the fotal cost to

complete a construction contract exceeds the fotal contract revenue. The anticipated loss is
immediately expensed in profit or loss. Its amount is determined irrespective of the commencement of
contract work, the stage of the contract’s completion or expected profits on other confracts which are
not single construction contracts. Any change in provisions for expected losses increases or reduces
current operating expenses relating to a relevant contract. As at December 31st 2014, the provisions for
expected losses were PLN 10,108 thousand (as at December 31st 2013: PLN 12,880 thousand). For
details, see Note 5.21.2.

The restructuring provision was recognised in 2012. The amount of the restructuring provision after an

increase was PLN 18.6m as at December 31st 2014. For details, see Note 5.21.2.

Other provisions for the Company's potential liabilities under the sureties and guarantees issued and
under joint and several liability to subcontractors related to projects performed under consortium

agreements.

These provisions were recognised in 2012, at PLN 780,000 thousand. As at December 31st 2014, the
Company reviewed the provisions and adjusted them to PLN 354.5m.

For detailed information on the provisions for potential future obligations, see Notes 5.13.2.

3.3.2.4. IMPAIRMENT OF NON-FINANCIAL ASSETS (INCLUDING GOODWILL)

As at December 31st 2014, the Company performed impairment tests on property, plant and
equipment and intangible assets with definite useful lives, for which there was indication of impairment.
For a detailed description of the methods and techniques used and their effect on these financial
statements, see Notes 5.2 and 5.3.

In order to measure the fair value of investment property as at December 31st 2014, the Company
assessed ifs value based on estimate surveys prepared by an independent expert appraiser. The
estimate surveys were prepared based on the current plans regarding the benefits that may be
obtained. For a detailed description of the measurement methods and techniques used and their

effect on fair value adjustment, see Note 5.5.
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3.3.2.5. CLASSIFICATION OF FINANCIAL ASSETS

Pursuant fo the guidelines of IAS 39 Financial Instruments: Recognition and Measurement regarding the
classification of non-derivative financial instruments with fixed payment dates or determinable maturity
dates, such assets are classified as held-to-maturity financial assets. In making such a judgement, the
intentions and ability to hold such investments to their maturity should be considered. If the Company
fail fo meet the requirement of holding assets to their maturity, apart from the circumstances provided
for in IAS 39 Financial Instruments: Recognition and Measurement, it will be required to re-classify all
held-to-maturity financial assets to the category of available-for-sale assets. In such event, re-classified

investments will be measured at fair value and not at adjusted acquisition cost.

3.3.2.6. DEFERRED TAX ASSETS

Because there was no certainty whether tax losses incurred in 2012-2014 would be utilised in subsequent
years, the Management Board decided not to recognise a deferred tax asset relating fo tax losses. The
Management Board also decided not to recognise a deferred tax asset relating to other temporary

differences in an amount exceeding deferred tax liabilities.

3.3.2.7. IMPAIRMENT LOSSES ON RECEIVABLES AND LOANS

The Company’'s Management Board reviews receivables at each reporting date. All receivable
balances of significant value are subject to individual assessment in the case of debtors whose
balances are past due or when objective evidence has been obtained that the debtor may not pay
the receivable (e.g. the debtor is in a difficult financial position, judicial proceedings are conducted
against the debtor, there have been changes in the economic environment adverse to the debtor).
Impairment losses on doubtful receivables are estimated when the collection of the full amount of the
receivable is no longer probable.

As at December 31st 2014, the amount of past due financial receivables was PLN 85,282 thousand, and
the impairment loss on such receivables amounted to PLN 78,918 thousand, including PLN 783 thousand
on receivables from Group companies. As at the reporting date, current financial receivables
amounted to PLN 17,731 thousand, and the recognised impairment loss as at December 31st 2014
amounted to PLN 3,909 thousand, including PLN O thousand on current receivables from Group
companies.

The impairment losses on receivables as at December 31st 2014 also take account of the threat to
payments by individual trading partners outside the Group.

The Company's Management Board applied a similar approach to loans advanced. In 2014, the
Company recognised an impairment loss on loans advanced of PLN 55,608 thousand (2013: PLN 84,145
thousand), including on receivables under loans advanced to Group companies: PLN 30,068 thousand
(2013: PLN 73,471 thousand).

3.4. SEASONALITY OF OPERATIONS

The Company's business is not subject to any material seasonality.
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4. SIGNIFICANT ACCOUNTING POLICIES

4.1. OPERATING SEGMENTS

In distinguishing operating segments, the Company's Management Board is guided by the product lines
and services within particular industries, representing the main services and goods provided by the
Company. Each of the segments is managed separately within each product line, given the nature of
the Group's services and products, requiring different fechnologies, resources and execution
approaches.

None of the Company’s operating segments has been combined with another segment fo form a
reportable operating segment.

The Company has identified an additional segment called "Other", where it recognises revenue from
sales of merchandise and materials as well as other services not allocated to any of the key segments.
In compliance with IFRS 8 Operating segments, results of the operating segments are based on internal
reports regularly reviewed by the Company's Management Board. The PBG Management Board
analyses the operating segments’ results at the operating profit (loss) level. Measurement of the
operating segments’ results used in the management calculations is consistent with the accounting
policies applied in the preparation of the financial statfements.

The Company presents revenue, costs and profit/(loss) on sales (gross margin) by individual segments.
Assets and equity and liabilities are not presented by operating segments given the fact that some of
the non-current assets are used in production that is classified in various segments, inventory of materials
cannot be allocated to the particular segments, and it is impossible to make a segmental allocation of
frade payables, other income, other expense and finance costs. Finance income and costs, other
income and expenses, distribution costs, administrative expenses, restructuring costs, and income tax
are monitored at the Company level and are not allocated to operating segments.

Transaction prices used in transactions between operating segments are determined on arm's length

basis, which is also the case for transactions with unrelated parties.

4.2. FAIR VALUE MEASUREMENT

The Company measures the following financial instruments at fair value as at each reporting date:

. instruments available for sale,

. derivative instruments,

. non-financial assets, such as investment property.
Fair value is defined as the price that would be received from selling an asset or paid to transfer a
liability in a fransaction carried out on typical terms of sale of the asset between market participants at
the measurement datfe in the current market conditions. A fair value measurement assumes that the
fransaction to sell an asset or transfer a liability occurs either:

. on the principal market for the asset or liability,

. in the absence of a principal market - on most advantageous market for the asset or liability.
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The Company must have access to both the principal and the most advantageous market. The fair
value of the asset or liability is measured on the assumption that market participants when determining
the price of an asset or liability act in their best economic interest.
In the valuation of a non-financial asset at fair value the ability of a market participant to generate
economic benefits by making maximum and opfimal use of the asset or by selling it fo another market
participant who would make maximum and optimal use of the asset is taken info account.
The Company applies valuation methods that are appropriate given the circumstances and for which
sufficient information is available to determine the fair value, whereby as many relevant observable
inputs as possible are used and as litfle as possible non-observable inputs are used.
All assets and liabilities that are measured at fair value or their fair value is disclosed in the financial
statements are classified in fair value hierarchy as described below based on the lowest level input that
is significant fo the fair value measurement as a whole:

. Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

. Level 2: inputs other than quoted prices that are observable for the asset or liability, either

directly or indirectly;

. Level 3: inputs for the asset or liability that are not based on observable market data.
For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Company determines at the end of each reporting period whether, due to a reassessment, a change
has occurred in the level classification of the hierarchy, based on the input of the lowest level that is
significant for the whole valuation.
The Management Board determines the rules and procedures for systematic fair value measurement of
such assets as investment property or unlisted financial assets.
Independent property appraisers and Company employees, by way of internal analyses, measure
significant assets, such as property and assets available for sale, taking into account their location,
nature, and current market conditions.
For the purposes of the disclosure of the results of measurement to fair value the Company establishes
classes of assets and liabilities based on the nature, characteristics and risks of the various components

of assets and liabilities and the level in the fair value hierarchy as described above.

4.3. FOREIGN CURRENCY TRANSACTIONS

The financial statements are presented in the Polish ztoty (PLN), which is also the functional currency.
Transactions denominated in currencies other than Polish ztoty are franslated into the Polish zloty at the
rate of exchange prevailing on the transaction date.

As at the end of the reporting period, cash assets and liabilities denominated in currencies other than
the Polish zloty are translated into the Polish zloty at the relevant mid rate quoted by the National Bank
of Poland for a given currency, effective as at the end of the reporting period. Foreign exchange gains
and losses arising on franslation are recognised as finance income (costs) or operating income
(expenses), as appropriate, and where the accounting policies so provide, as described in Section 4.4
below, capitalised in assefs (as adjustment to interest expense). Non-monetary assets and liabilities

recognised at historical cost denominated in foreign currencies are translated at the exchange rate
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from the fransaction date. Non-monetary assets and liabilities recognised at fair value in a foreign
currency are franslated at the exchange rate effective on the date of determining the fair value. Gains
and losses on translation of non-monetary assets and liabilities measured at fair value are recognised in

correspondence with gains and losses on change in the fair value of a given asset.

The following exchange rates were used to determine the carrying amounts:

ltem Average exchange rate Average exchange rate
as at Dec 31 2014 as at Dec 31 2013

EUR 4.2623 4.1472

usb 3.5072 3.0120

CHF 3.5447 3.3816

CAD 3.0255 2.8297

GBP 5.4648 4.9828

4.4. BORROWING COSTS

Borrowing costs which may be directly aftributed to an acquisition, construction or production of a
qualifying asset, are capitalised as part of the cost of such an asset. Borrowing costs include interest
calculated using the effective interest rate method, finance charges in respect of finance leases and

gains or losses on foreign exchange differences to the extent that adjusts interest expense.

4.5. INTANGIBLE ASSETS

Intangible assets include frademarks, patents and licences, computer software, costs of development
work and other intangible assets which meet the recognition criteria specified in IAS 38. This item also
includes such intangible items which have not yet been placed in service (intangible assets under
construction) and prepayments for intangible assets.

As at the reporting date, intangible assets are carried at cost less accumulated amortisation and
impairment losses. Intangible assets with finite lives are amortised using the straight-line method over
their useful lives and assessed for impairment whenever there is an indication that the intangible asset
may be impaired. Useful lives of individual intangible items are reviewed annually, and when necessary
— adjusted from the beginning of the next financial year.

Expected useful lives for particular groups of intangible assets are as follows:

Groups of intangible assets Period
Brand names 2-5 years
Patents and licences 2-10 years
Computer software 2-10 years
Other 2-5 years
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Intangible assets with indefinite lives are not amortised, but instead they are annually tested for
impairment. The Company does not have intangible assets with infinite lives.
Software maintenance costs incurred in subsequent periods are charged to expense of the period as

incurred.

Research costs are charged fo profit and loss as incurred.

The expenditure directly related to development work is recognised as intangible assets only when the
following criteria are met:
« technical feasibility of the asset for sale or use has been established,
+ the Company intends to complete the asset and either use it or sell it,
« the Company is able to either use or sell the intangible asset,
« the intangible asset will bring economic benefits and the Company is able to demonstrate that
(existence of a market or usefulness of the item for the Company),
« the Company has all the technical, financial and other means necessary to complete the
development work and either sell or use the asseft,
» the expenditure incurred in the course of development work can be measured reliably and
attributed fo the given intangible item.
Expenditure incurred on development work performed as part of a given project is carried forward to
the next period when it can be assumed that it will be recovered in the future. Future benefits are
estimated in accordance with the principles set forth in IAS 36.
Following initial recognition of expenditure on development work, the historical cost model is used,
according to which individual assets are carried at cost less accumulated amortisation and
accumulated impairment losses. Completed development work is amortised using the straight-line
method over the period during which they are expected to generate benefits.
Gains or losses on disposal of intangible assets are calculated as the difference between the sales
proceeds and the carrying amount of the given intangible assets and are recognised in profit or loss as
other income or other expenses.
Any prepayments made in connection with a planned purchase of intangible assets are recognised in
the Company's financial statements under "intangible assets".

The policies relating to the recognition of impairment losses are discussed in detail in Note 4.8.

4.6. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are assets:
* which are held by the Company with a view to being used in the production process, in supply
of goods or provision of services, or for administrative purposes,
*  which will be used for a period longer than one year,
* inrespect of which it is probable that the future economic benefits associated with the asset
will flow to the Company,

* whose cost can be measured reliably.
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Property, plant and equipment is initially recognised at cost. Such cost is increased by any expenses

directly attributable to the purchase and preparation or adaptation of the item for use.

Following inifial recognition, items of property, plant and equipment are carried at cost less
accumulated depreciation and impairment losses. Property, plant and equipment under construction is
not depreciated until the construction or erection work is completed and the item is placed in use. If
construction is abandoned, the total of the incurred expenses connected with work performed up to
that point is charged to expense of the period. A project may be suspended if there is reasonable
intention to confinue the project in subsequent periods. Projects are suspended by virtue of a decision

by the PBG Management Board.

Depreciation is charged based on the straight-line method over the estimated useful life of an assets.
For the particular groups of items of property, plant and equipment, the depreciation rates are

presented below:

Groups of property, plant and equipment Period

Land (perpetual usufruct rights) not depreciated

Buildings 10-66 years
Machinery and equipment 2-20 years
Motor vehicles 2-20 years
Other 2.5-10 years

The Company also holds paintings and antiques that are not depreciated.

Depreciation begins in the month in which a property, plant and equipment becomes available for use.
Useful lives and depreciation methods are reviewed once a year, leading to an adjustment of the
depreciation charges from the beginning of the next reporting period.

An item of property, plant and equipment may consist of parts with a cost that is significant in relation to
the total cost of the item to which separate useful lives can be attributed. Costs of major inspections for
faults and major spare parts and fittings can also be considered such parts, provided that they will be
used for a period longer than one year. Day-to-day maintenance expenses incurred when the item is
available for use, including costs of maintenance and repairs, are expensed in profit or loss, as incurred.

An item of property, plant and equipment may be removed from the statement of financial position if it
is sold or if the company does not expect to realise any economic benefits from its further use. Any gains
or losses arising from the sale, liquidation or withdrawal from use are calculated as the difference
between the sale proceeds and carrying amount of the property, plant and equipment item, and are
included in profit or loss as other income or other expenses.

Any prepayments made in connection with a planned purchase of property, plant and equipment are
presented in the Company's financial statements under "property, plant and equipment" in the

statement of financial position.
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Land perpetual usufruct rights purchased on the secondary market are measured at cost and are not
subject to revaluation.

Land perpetual usufruct rights are not amortised.

4.7. PROPERTY, PLANT AND EQUIPMENT HELD UNDER FINANCE LEASE

Finance leases, which transfer to the Company substantially all the risks and rewards incident to
ownership of the leased asset, are recognised in the statement of financial position at commencement
of the lease term at the lower of the fair value of the asset and the present value of the minimum lease
payments. Minimum lease payments are apportioned between the finance charge and the reduction
of the outstanding liability, in such a way as to produce a constant periodic rate of interest on the
remaining balance of the liability. Contingent rent is recognised as an expense in the period in which it
is incurred.

The depreciation policy for leased asset held under finance leases is consistent with that for assefs
owned by the Company. However, if there is no reasonable certainty that the Company will obtain
ownership before the end of the lease, the asset is depreciated over the shorter of the useful life of the
asset and the lease term.

Leases whereby the lessor retains substantially all the risks and rewards incident to ownership of the
leased asset, are classified as operating leases. Operating lease payments are recognised as an

expense in profit or loss over the lease term on a straight-line basis.

4.8. IMPAIRMENT OF NON-FINANCIAL NON-CURRENT ASSETS
The following assets are tested for impairment on an annual basis:

+ goodwill (the first impairment test is performed before the end of the period in which the

acquisition occurred),

* intangible assets with infinite lives,

* intangible assets not yet available for use.
For other intangible assets and items of property, plant and equipment the entity assesses on an annual
basis whether there is any indication that an asset may be impaired.
Key external indicators of impairment include the following situations: during the period an asset’s
market value has declined significantly more than would be expected as a result of the passage of time
or normal use, or the carrying amount of the net assets of the reporting entity is more than its market
capitalisation. Furthermore, some of the most important indicators of impairment include a situation
where significant adverse changes have taken place in the technological, market or economic
environment in which the Company operates.
Internal indicators of impairment which should be considered include first of all a situation where the
actual net cash inflows are significantly lower than those budgeted or where an asset has become
obsolete or has been physically damaged.
If certain developments or circumstances indicate that the carrying amount of an asset may not be

recoverable, the asset is tested for impairment.
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For impairment festing, assets are grouped into smallest groups at which they generate cash flows
independently of other assets or asset groups (cash-generating units). Assets which generate cash-flows
independently from other assets are tested for impairment individually.

Goodwill is allocated to those cash-generating units that are expected to benefit from the synergies of
a business combination, provided that a cash generating unit is not larger than an operating segment.
If the carrying amount of an asset or assets aftributed to a cash-generating unit exceeds the
recoverable amount of the asset or cash-generating unit, the carrying amount is written down to the
recoverable amount. Recoverable amount is the higher of fair value less costs to sell or value in use. The
recoverable amount is defermined for individual assets, unless a given asset does not generate
separate cash flows largely independent from those generated by other assefs or asset groups. In
assessing value in use, the estimated future cash flows are discounted fo their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset.

Impairment loss is first allocated fo carrying amount of goodwill. Then carrying amounts of the other
assets of the cash-generating unit are reduced pro rata.

Impairment losses are recognised in profit or loss under other expenses.

The Company assesses at each reporfing date whether there is an indication that previously recognised
impairment losses on a given asset no longer exist or should be reduced. If such indication exists, the
Company estimates the asset's recoverable amount. A previously recognised impairment loss is
reversed only if there has been a change in the assumptions used to determine the asset’s recoverable
amount since the last impairment loss was recognised. In such a case, the carrying amount of the asset
is increased up to ifs recoverable amount. Such increased amount may not exceed the carrying
amount of the asset that would have been determined, net of amortisation or depreciation, had no
impairment loss been recognised for the asset in prior years. Reversal of an impairment loss on an asset is
recognised immediately as income. Following reversal of an impairment loss, in the subsequent periods
the amortisation/depreciation charge for a given asset is adjusted so that its revised carrying amount,
less residual value, can be regularly written off over the remaining useful life of that asset.

Impairment losses for goodwill cannot be reversed in subsequent periods. As far as other assets are
concerned, the Company assess at the end of each reporting period whether there is any indication
that an impairment loss recognised in prior periods may be reversed. Reversed impairment losses are

recognised in the profit or loss as other income.

4.9. INVESTMENT PROPERTY

Investment property is held to earn rentals and/or for capital appreciation and is measured based on
fair value.

Investment property is initially measured at cost, including transaction costs. As at subsequent reporting
dates, investment property is measured at fair value (determined by an independent property
appraiser, taking into account the location and type of the property and the cumrrent market

environment).
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Gains or losses arising from changes in the fair value of investment property are recognised in profit or

loss for the period in which they arise, under other income or expenses.

An investment property is eliminated from the statement of financial position on disposal or when the
investment property is permanently withdrawn from use and no future economic benefits are expected
from its disposal. Any gains or losses arising from the elimination of investment property from the

statement of financial position are recognised in profit or loss in the period of the elimination.

Transfer of assets to investment property is made when, and only when, there is a change in use,
evidenced by the end of occupation of an asset by the owner (the Company) or execution of an
operating lease agreement. If owner-occupied property (where the owner is the Company) becomes
an investment property, the Company accounts for such property in accordance with the policy stated
under property, plant and equipment up to the date of change in use. For a transfer from inventories fo
investment property, any difference between the fair value of the property at that date and its previous
carrying amount is recognised in profit or loss. For a fransfer from investment property to owner-
occupied property or inventories, the property’'s deemed cost for subsequent accounting in under a
different category is its fair value at the date of change in use.

Any prepayments made in connection with a planned purchase of investment property or land are
recognised in the Company's financial statements under "investment property" in the statement of

financial position.

4.10.  SHARES IN SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES

4.10.1. INVESTMENTS IN SUBSIDIARIES

The Company classifies as subsidiaries those entities in the case of which, irrespective of the nature of its

involvement with a given entity (an investee), it determines whether it is its parent by assessing whether

it controls the investee.

The Company controls an investee when it is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the
investee.
Thus, the Company controls an investee if and only if it has all of the following elements:

v' power over the investee,

v’ exposure, or rights, to variable returns from its involvement with the investee, and

v' the ability to use its power over the investee to affect the amount of the Company's returns.
The Company reassesses whether it confrols an investee if facts and circumstances indicate that there

are changes o one or more of the three elements of confrol.

4.10.2. INVESTMENTS IN ASSOCIATES AND JOINT VENTURES

Associates are those entities over which the Company has significant influence, either directly or

indirectly through its subsidiaries, but which are neither its subsidiaries nor joint ventures.
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Joint ventures are joint arrangement which are jointly controlled by the Company, either directly or
indirectly through its subsidiaries.

The Company's investments in associates and joint venfures are accounted for in the financial
statements using the equity method. Under the equity method, an investment in an associate or joint
venture is inifially recognised at cost and adjusted thereafter to account for the Company's share of
profits/losses and other comprehensive income of the associate or joint venture. If the Company’s share
of losses of an associate or joint venture exceeds the value of ifs interest in the associate or joint venture,
the Company disconfinues recognising its share of further losses. Addifional losses are recognised only to
the extent that the Company has incurred legal or constructive obligations or made payments on
behalf of the associate or joint venture.

An investment in an associate or joint venture is recognised using the equity method starting from the
date on which an enfity becomes a joint venfure or associate. On the date of investment in an
associate or joint venture, any excess of the cost of the investment over the Company's share of the net
fair value of the identifiable assets and liabilities of the associate or joint venture is recognised as
goodwill and included in the carrying amount of the investment. Any excess of the Company's share of
the net fair value of the identifiable assets and liabilities over the cost of the investment is recognised
directly in profit or loss of the period of the investment.

The Company applies IAS 39 to determine whether it is necessary to recognise any impairment loss with
respect to its investment in an associate or joint venture. If needed, the entire carrying amount of the
investment is tested for impairment according to IAS 36 Impairment of Assets as a single asset, by way of
comparing the recoverable amount of the asset with its carrying amount. Any impairment loss
recognised is included in the carrying amount of the investment. Any reversal of the impairment loss is
recognised according to IAS 36 to the extent that the recoverable amount of the investment
subsequently increases.

The Company ceases to account for an associate or joint venture using the equity method on the day
on which the investment ceases to be its associate or joint venture, or is classified as held for sale. The
calculation of the gain or loss on disposal of an associate or joint venture takes into account the
difference between the carrying amount of an associate or joint venture as at the day on which the
Company ceases to account for it using the equity method, and the fair value of the retained shares
and the proceeds from sale of a part of the shares in the associate or joint venture.

If the Company reduces its ownership inferest in an associate or joint venture but continues to account
for it using the equity method, the Company reclassifies to profit or loss the portion of the gain or loss
previously recognised in other comprehensive income that corresponds fo the reduction in its ownership
interest if that gain or loss is fo be reclassified to profit or loss at the time of disposal of the related assefts

or liabilities.

4.11.  INTERESTS IN JOINT OPERATIONS

A joint operation is a joint arrangement whereby the parties that have joint control of the arrangement

have rights to the assets, and obligations for the liabilities, relating to the arrangement.
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In relation to its interest in a joint operation, a joint operator recognises in its accounting books and
financial statements:
« assefs classified according to the nature of the assefs, and not as investments;
« liabilities incurred, for example those incurred in financing its share of the assets;
« liabilities incurred jointly with the other venturers in relatfion to the joint venture;
» revenue from the sale or use of its share of the output arising from the joint operation,
together with its share of any expenses incurred by the joint arangement; and
« expensesincurred in respect of its interest in the joint operation, for example those related
to financing ifs inferest in the assets and selling its share of the output arising from the joint
operation.
« The Company's inferest in construction confract revenue and costs are recognised in

accordance with |AS 11.

4.12. FINANCIAL INSTRUMENTS

Any confract that gives rise to both a financial asset of one entity and a financial liability or equity

instrument of another entity is a financial insfrument.

A financial asset or financial liability is recognised in the statement of financial position when the
Company becomes a party to the contractual provisions of the instrument. A regular way purchase or

sale of financial assets and liabilities is recognised using trade date accounting.

A financial asset is derecognised from the statement of financial position when the rights to economic
benefits specified in the contract and the risks associated with the contract are either discharged or
cancelled, or are waived by the Company.

A financial liability is derecognised from the statement of financial position when it is extinguished — that

is when the obligation specified in the contract is discharged or cancelled or expires.

On acquisition, the Company recognises financial assets and liabilities at their fair value, that is most
frequently the fair value of the payment made in the case of an asset or of the amount received in the
case of a liability. Transaction costs are included in the initial value of all financial assets and liabilities,

except in the case of financial assets and liabilities at fair value through profit or loss.

As at each reporting date, financial assets and liabilities are measured in accordance with the

principles discussed below.

4.12.1. Financial assets

For the purpose of measurement subsequent to initial recognition, financial assets other than hedging
derivatives are classified by the Company as follows:
* loans and receivables,

« financial assets at fair value through profit or loss,
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* held-to-maturity investments, and

» available-for-sale financial assets.

These categories apply to measurement and profit or loss and other comprehensive income

recognition.

Excepft for the financial assets at fair value through profit or loss, all the financial assets are assessed at
the end of each reporting period whether there is any objective evidence that a financial asseft is
impaired. Evidence of impairment are analysed separately for each category of financial assets, as
discussed below. Evidence of impairment are analysed separately for each category of financial assets,
as discussed below.
If the Company:

. holds a valid legal fitle to set off the recognised amounts, and

. intends to settle on a net basis, or to recover the asset and settle the liability simultaneously,
then financial assets and liabilities are set off against each other and are disclosed on a net basis in the
statement of financial position. The framework agreement referred to in IAS 32.50 does not provide any
basis for the offset of assets and liabilities, unless the criteria specified above are safisfied.

Loans and receivables are non-derivative financial assetfs with fixed or determinable payments that are

not quoted in an active market. Loans and receivables are measured at amortised cost, using the
effective interest rate method. Current receivables are measured at amounts expected to be received,
as the effect of discounting future receipts would be negligible.

Financial assets classified as loans and receivables are presented in the statement of financial position
as:

* non-current assets in 'Receivables’ and 'Loans advanced' if they mature in more than 12 months
after the reporting date. If the effect of the time value of money is material, the receivable is
measured by discounting expected future cash flows to their present value, using a gross
discount rate that reflects current market assessments of the time value of money;

+ current assets in 'Loans advanced', 'Trade and other receivables' and 'Cash and cash
equivalents' if they mature in less than 12 months as of the reporting date. Impairment losses on
doubtful receivables are estimated when the collection of the full amount of the receivable is
no longer probable. All receivable balances of significant value are subject to individual
assessment in the case of debtors whose balances are past due or when objective evidence
has been obtained that the debtor may not pay the receivable (e.g. the debtor is in a difficult
financial position, judicial proceedings are conducted against the debtor, there have been
changes in the economic environment adverse to the debtor). In the case of those receivables
which are not subject to individual assessment, evidence of impairment are analysed for
particular credit risk classes of assets e.g. credit risk specific to the sector, region or structure of
customer base). The ratio of impairment losses recognised in respect of any class is based on

the recently observable trends as to debtors’ payment difficulties.

41




Name: PBG S.A. w upadto $ci uktadowej (in company voluntary arrangement)

January 1st-December 31st

Period covered by the financial statements: 2014

Reporting currency: Polish ztoty (PLN)

Rounding: All amounts in PLN thousand (unless otherwise indic ated)

Financial assets measured at fair value through profit or loss include assets which are classified as held

for frading or which were designated on initial recognifion as ones to be measured at fair value with fair
value changes in profit or loss because they met the criteria defined in IAS 39.

A financial asset is classified as held for frading if:

» itis acquired primarily for the purpose of selling it in the near term, or

« it is part of a portfolio of identified financial instruments that are managed together and for

which there is probability of profit-taking in the near future, or

« it is a derivative (except for a derivative that is part of hedge accounting or financial

guarantee contracts).

Asset or liability may be designated by the Company on initial recognition as at fair value through profit
or loss only if such designation:

« eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise from measuring assets or liabilities or recognising the gains and losses on them
on different bases, or

+ applies to a group of financial instruments which, in accordance with a documented risk
management policy or investment strategy, is managed and evaluated on a fair value basis.

This category includes all derivatives disclosed in the statement of financial position separately as 'Other
financial assets', except hedging derivatives, which are measured in accordance with the requirements
of hedge accounting.

Instruments classified in this category are measured at fair value through profit or loss, based on their
market value as at the end of the reporting period, without reflecting costs to sell. Gains and losses on
measurement of financial assets are the change in their fair value established on the basis of quoted

prices in an active market or —if there is no active market — using valuation techniques.

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments

and fixed maturities that an entity intends and is able to hold to maturity, other than the assets which
are classified as loans and receivables, financial assets at fair value and financial assets available for
sale.

In this category the Company classifies bonds/notes and other debt securities held to maturity and

presents them in the statement of financial position under 'Other financial assefts'.

Held-to-maturity investments are measured at amortised cost, using the effective interest rate method. If
there is evidence that a held-to-maturity investment may be impaired (e.g. credit rating of an issuer of
bonds or notes), the assets are measured at the present value of the estimated future cash flows. Any
changes in the carrying amount of an investment, including impairment losses, are recognised in profit

or loss.

Available-for-sale financial assets are any non-derivative financial assets designated on inifial

recognition as available for sale or any other instruments that are not classified into any of the

categories discussed above.
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The Company classifies in this category quoted bonds or notes that are not held to maturity and shares
in companies other than its subsidiaries or associates. In the statement of financial position, such assefs
are disclosed in 'Other current financial assefs'.

Shares of non-listed companies are measured at cost less impairment, due to the fact that it is not
possible to reasonably determine their fair value. Impairment losses are recognised in profit or loss.

All other financial assets available for sale are recognised at fair value increased by the transaction
costs which may be directly atfributed to the acquisition or issue of the financial asset. Any gains and
losses on such measurement are recognised in other comprehensive income and accumulated in
equity, except for impairment losses and foreign exchange gains or losses on monetary items, which are
recognised in profit or loss. Any interest calculated using the effective interest rate method, is also
included in profit or loss.

Reversals of impairment losses on available-for-sale financial assets are recognised in other
comprehensive income, except in the case of impairment losses on debt instruments, the reversals of
which are recognised in the statement of profit or loss if the increase of fair value of the asset may be
objectively associated with an event that occurred after impairment was recognised.

On derecognition of an asset, all accumulated gains and losses previously recognised in other
comprehensive income are reclassified from equity to the statement of profit or loss, and are presented

in other comprehensive income as reclassification to profit or loss.

4.12.2. FINANCIAL LIABILITIES

Financial liabilities other than derivative hedging instruments are presented in the statement of financial
position under the following items:

*  borrowings, other debt instruments,

« finance leases,

« frade and other payables

« derivative financial instruments.
Following initial recognition, financial liabilities are measured at amortised cost using the effective
interest rate method, except for financial liabilities held for trading or designated as ones to be
measured at fair value through profit or loss. Financial liabilities measured at fair value through profit or
loss include derivatives other than designated as hedging instruments. Current trade payables are
measured at amounts expected to be paid, as the effect of discounting future outflows would be
negligible.
A financial liability is derecognised from the statement of financial position when it is extinguished — that
is when the obligation specified in the contract is discharged or cancelled or expires. When an existing
debt instrument is replaced by another on substantially different terms, where the same parties are
involved, such a replacement is freated by the Company as the derecognition of the original financial
liability and the recognition of a new financial liability. Similarly, when the terms of an existing financial

liability are substantially modified, the Company treats such modification as the derecognition of the
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original financial liability and the recognition of a new financial liability. The difference in the respective

carrying amounts is recognised in profit or loss.

4.12.3. HEDGE ACCOUNTING

In accordance with the risk management strategy adopted by the Company, when executing
construction confracts which are settled in foreign currencies, the Company is obliged to use hedge
accounting in order to limit the impact of financial risk on operating profit as far as possible. The Group's
hedging strategy assumes hedging of individual contracts the future inflows from which will be received
or denominated in a foreign currency. The strategy is based on the principle of matching hedging
instruments with planned fransactions under the confract, always taking info account the actual net
exposure, given budgeted exchange rates determined in accordance with the relevant definition,
possible foreign-currency expenses, the fime horizon and the quantitative distribution of the currency
flows in the particular quarters.

In accordance with the adopted strategy, the key financial risk management tools used by the
Company include forward contracts and interest rate swaps. The Company's strategy also permits

purchase of currency options and interest rate options.

With respect to derivatives designated as cash flow hedging instruments the Company applies specific
accounting policies. To apply hedge accounting, the Company must meet certain condifions specified
in 1AS 39, concerning documentation of the hedging relationship, high probability of a forecast

fransaction and effectiveness of the hedge.

All the hedging derivatives are measured at fair value. The portion of the gain or loss on the hedging
instrument that is determined fo be an effective hedge is recognised in other comprehensive income
and accumulated in equity. The ineffective portion of the hedge is immediately recognised in profit or
loss.

At the moment when the hedged item affects profit or loss, the accumulated gains and losses
previously recognised in other comprehensive income are reclassified from equity to profit or loss. The
reclassification is presented in the statement of comprehensive income under "cash-flow hedges —
reclassification to profit or loss".

If the hedged transaction subsequently results in the recognition of a non-financial asset or a non-
financial liability, any gains or losses previously recognised in other comprehensive income, are
reclassified from equity and included in the initial cost of the asset or liability. The reclassification would
be presented in the statement of comprehensive income under 'Cash-flow hedges — amounts
fransferred to initial carrying amount of hedged items'.

If the hedged forecast transaction is no longer expected to occur, all gains and losses are immediately
reclassified to profit or loss.

At present, the Company does not apply hedge accounting as it does not execute any construction

contracts in foreign currencies.
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4.13.IMPAIRMENT OF FINANCIAL ASSETS

The Company assesses at the end of each reporting period whether there is objective evidence that a

financial asset or group of financial assets is impaired.

4.13.1. FINANCIAL ASSETS AT AMORTISED COST

If there is objective evidence that a loss has occurred due to impairment of loans and receivables
carried at amortised cost, the amount of impairment loss is measured as the difference between the
asset's carrying amount and the present value of estimated future cash flows (excluding future credit
losses on irrecoverable receivables that have not been incurred) discounted at the effective interest

rate. An impairment loss is recognised in profit or loss.

The Company first assesses whether objective evidence of impairment exists individually for financial
assets that are individually significant, and evidence of impairment of financial assets that are not
individually significant. If it is determined that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, the asset is included on a group of
financial assets with similar credit risk characteristics and that group of financial assets is collectively
assessed for impairment. Assets that are individually reviewed for impairment and for which an
impairment loss has been recognised or it has been concluded that the existing impairment loss will not

change, are not taken into account in collective review of assets for impairment.

If in a subsequent period the amount of impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously recognised
impairment loss is reversed. Any subsequent reversal of an impairment loss is recognised in profit or loss,

in so far at the reversal date the carrying amount of the asset does not exceed its amortised cost.

4.13.2. FINANCIAL ASSETS CARRIED AT COST

If there is objective evidence of impairment of an unquoted equity instrument that is not carried at fair
value because ifs fair value cannot be reliably measured, or of a derivative instrument that is linked to
and must be settled by delivery of such an unquoted equity instrument, the amount if impairment loss is
measured as the difference between the asset's carrying amount and the present value of estimated

future cash flows discounted at the current market rate of return for similar financial assets.

4.13.3. AVAILABLE-FOR-SALE FINANCIAL ASSETS

If there is objective evidence of impairment of a financial asset available for sale, the amount of the
difference between the purchase price of the asset (net of any principal repayment and amortisation)
and ifs current fair value, less any impairment loss on that asset previously recognised in profit or loss, is
reclassified from equity to profit or loss. Reversal of an impairment loss on equity instruments classified as
available for sale may not be recognised in profit or loss. If in a subsequent period, the fair value of a
debt instrument available for sale increases and the increase can be objectively related to an event
occurring after the impairment was recognised in profit or loss, the amount of the reversal is recognised

in profit or loss.
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4.14.INVENTORIES

Inventories include:
* maferials,
* semi-finished products and work in progress,
« finished goods,
* merchandise,

*  prepayments for materials or merchandise classified as inventories.

Inventories are measured at the lower of cost and net redlisable value. Cost includes costs of purchase,
costs of conversion and other costs incurred in bringing the inventories to their present location and
condition.

- Cost of finished goods and work in progress includes all expenses directly aftributable to the
manufacturing process (mainly materials and labour) as well as suitable portions of related
production overheads, based on normal operating capacity.

- Costs of finished goods are assigned using the weighted average cost formula. Costs of
materials and merchandise are assigned using the first in, first out cost formula.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated
cost of completion and the estimated costs necessary to make the sale.

Writing inventories down below cost to net realisable value is recognised in profit or loss as other
expenses. When the circumstances that previously caused inventories to be written down below cost no
longer exist, the amount of the write-down is reversed and recognised in profit or loss as other income.
Circumstances that cause inventories to be written down include:

* obsolete and damaged items,

» overstocked items which are no longer needed or difficult to sell,

* slow moving items,

« items with declining selling prices due to lower prices of competitors.

When the cost of an inventory item cannot be recovered, the item is written down to its net realisable
value. The amount of write-downs to net realisable value as well as inventory losses are recognised as

expenses for the period in which the write-down or loss occurred.

Any prepayments for inventories purchase are presented in the statement of financial position under

'Inventories'.

4.15.TRADE AND OTHER RECEIVABLES

Trade and other receivables are recognised and disclosed at originally invoiced amounts, net of
impairment on doubtful receivables. Impairment losses on receivables are estimated when the

collection of the full amount of the receivable is no longer probable.

If the effect of the fime value of money is material, the receivable is measured by discounting expected

future cash flows to their present value, using a gross discount rate that reflects current market
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assessments of the time value of money. If discounting is used, any increase in the amount of

receivables reflecting the passage of fime is recognised as other income.

Receivables from the State budget are disclosed under other non-financial assets, except for corporate

income tax receivable, which is disclosed under a separate item in the statement of financial position.

4.16.CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash in hand and cash at banks, demand deposits and highly
liguid short-term investments (with maturities up to three months), that are readily convertible into known

amounts of cash and which are subject to an insignificant risk of changes in value.

4.17.NON-CURRENT ASSETS AND GROUPS OF NET ASSETS HELD FOR S.A. LE

Non-current assets (or disposal group) are classified as held for sale if their carrying amount will be
recovered principally through a sale tfransaction, rather than through continuing use of the asset. That
condition is met only if an asset (or a disposal group) is available for immediate sale in its present
condition subject only to terms that are usual and customary for sale of such assets, and its sale is highly

probable within one year from the date of classification.

Non-current assets classified as held for sale are measured at the lower of their carrying amount and fair
value less costs to sell. Some of the Company’s non-current assets classified as held for sale (e.g.
financial assets and deferred tax assefs) continue to be measured in accordance with the Company’s
relevant accounting policy for those assets. Once classified as held for sale, the assetfs are not subject to

depreciation or amortisation.

4.18.EQUITY

Share capital represents the nominal value of shares that have been issued, as specified in the

Company'’s articles of association and the relevant entry in the Natfional Court Register.

Share premium includes any premiums received on issue of share capital. Any fransaction costs

associated with the issuing of shares are deducted from share premium.

Other components of equity include the following:
» share-based payment reserve,
« other comprehensive income accumulated in equity, including:
v'available-for-sale financial assets reserve (see Note on financial instruments),

v' cash-flow hedges reserve (see Note on hedge accounting).

Retained earnings includes all current and prior period retained profits (including the amounts

fransferred to reserves on the base of shareholders’ approval)
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Transactions with owners of the Company are presented separately in the statement of changes in

equity.

4.19. SHARE-BASED PAYMENTS

The Company operated incentive schemes under which key members of its management staff were

granted shares in PBG or its subsidiaries.

The fair value of management’s services is determined indirectly, by reference to the fair value of equity
insfruments granted. The fair value of shares is measured at the grant date, with the reservation that
vesting conditions other than market conditions(i.e. meeting a pre-defined level of financial

performance) are not taken into account when estimating the fair value.

The consideration expense and the corresponding increase in equity are recognised based on the best
available estimates of the number of equity instruments expected to vest. The Company will revise such
estimates if subsequent information indicates that the number of shares expected to vest differs from
previous estimates. Adjustment resulting from revision to estimates of the number of shares expected to
vest are recognised in profit or loss — no adjustments are made to any expense recognised in prior
periods.

When an incentive scheme is completed, amounts accumulated in the share-based payments reserve,

less the costs to issue, are fransferred to the share premium.

4.20. EMPLOYEE BENEFITS

Employee benefits liabilities and provisions reported in the statement of financial position include:
«  provisions for unused holiday entitlement,
* short-term employee benefits,
+ other long-term employee benefits, under which the Company presents provisions for

retirement gratuity.

4.20.1. SHORT-TERM EMPLOYEE BENEFITS

Short-term employee benefit obligations are reported in the statement of financial position at amounts

that the Company expects to pay.

4.20.2. PROVISIONS FOR UNUSED HOLIDAY ENTITLEMENT

The Company recognises provision for the expected cost of accumulating compensated absences, as
aresult of the unused holiday entitlement as at the reporting dafe.

The provision for unused holiday entitlement is calculated on the basis of the number of vacation days
unused in the current period, plus the number of vacation days unused in prior periods. The provision for

the cost of accumulating compensated absences is recognised under provisions for employee benefits,
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after deducting any amount already paid. The provision for accumulating compensated absences is

classified as a short-term provision and is not discounted.

4.20.3. RETIREMENT GRATUITY

In accordance with the remuneration systems in the Company, employees of are entitled to jubilee and
retirement gratuity benefits. whereas refirement gratuity benefits are one-off benefits, paid out when
the employee retires. The amounts of retirement gratuity benefits depend on the length of employment
and average remuneration of a given employee.

PBG recognises a provision for future retirement gratuity in order to allocate costs to the periods in which
the benefits become vested.

According to IAS 19, retirement gratuity benefits are defined post-employment benefit plans.

The present value of the provisions as at the reporting date is assessed using the projected unit credit
method. The provision recognised in the statement of financial position is the present value of the
benefit obligations at the reporting date. Information on demographics and employment turnover is
sourced from historical data.

Revaluation of employee benefit obligations under defined benefit programmes, including actuarial
gains and losses, is recognised in other comprehensive income and is not subject to subsequent
reclassification to profit or loss.

Changes in the net defined benefit obligation attributable to:

. service cost (including, among others, current service cost and past service cost),

. net interest on the net defined benefit obligation,

are recognised by the Group in cost of sales, administrative expenses or distribution costs, as applicable.

4.21. PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

The Company recognises a provision if has a present obligation (legal or constructive) resulting from
past events whose settlement is likely to result in an outflow of economic benefits and whose amount

can be reliably estimated. The timing and amount of the liability may be uncertain.

Provisions are recognised for:

* warranties to provide after-sale support of products and services,

+ pending litigations and disputes,

* losses on construction contracts, accounted for in accordance with IAS 11,

e restructuring, only if the Company is required to undertake the restructuring under separate

regulations or a binding agreement.

Provisions are recognised at the best estimate of the expenditure required to settle the present
obligation at the end of the reporting period, based on the most reliable evidence available on the
date on which the financial statements are prepared, including evidence as to risks and uncertainties. If
the effect of the time value of money is material, the provision is measured by discounting expected

future cash flows o their present value, using a discount rate that reflects current market assessments of
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the time value of money and the risks, if any, specific to the liability. If discounting is used, any increase
in the amount of the provision reflecting the passage of time is recognised as finance costs.
Any unused provisions are reversed on the day when they are unnecessary.

A provision are used only for expenditures for which the provision was originally recognised.

4.21.1 PROVISIONS FOR WARRANTIES

Provisions for warranties reflect future obligations to make a payment or provide a service (in
connection with current operations) to unknown persons, if the amount of the liability can be estimated,
even though its timing is unknown. Provisions for warranty repairs are estimated based on probability-
weighted costs of running construction contracts assessed by management boards of the Group
companies. Provisions for warranties are charged to contract costs, based on the proportion of direct
expenditures already incurred to total estimated direct costs. The costs related to accrued provisions for
warranties do not influence the stage of a contract's completion. At the Company, provisions for
warranties are broken down into individual construction contracts. They are reported as long as it is
probable that a warranty claim or a claim for repair work will arise, until the right to make the claim
expires. If any provisions remain unused (after their effective period), they are reversed to other income.
Depending on the expected exercise date, warranty provision is classified in the statement of financial

position as a non-current or current provision.

4.21.2 PROVISIONS FOR LOSSES ON CONTRACTS

Provisions for losses on construction contracts are recognised if it is probable that the total cost to
complete a construction contract exceeds the total revenue under the contract. The anticipated loss is
immediately expensed in profit or loss. Its amount is determined irrespective of the commencement of
contract work, the stage of the contract’s completion or expected profits on contracts which are not
single construction contracts. Any increase/(decrease) in provisions for expected losses increases or

reduces operating expenses.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by
another party, the reimbursement is recognised when, and only when, it is virtually certain that
reimbursement will be received if the entity settles the obligation. The reimbursement shall be freated as
a separate asset. The amount recognised for the reimbursement shall not exceed the amount of the
provision. The expenditure relating to a given provision is presented in the statement of profit or loss net
of any reimbursement.

Any unused provisions are reversed on the day when they are unnecessary. A provision is used only for
expenditures for which the provision was originally recognised.

If the probability of an outflow of resources to settle a present obligation is remote, no contingent

liability is recognised in the statement of financial position.
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For information on contingent liabilities, see the descriptive part of the financial statements in Note 8.
The Company also presents information on confingent lease payment liabilities arising under operating

leases (Note 5.4).

Any possible inflows of economic benefits to the Company which do not yet meet the criteria to qualify
as assefs are classified as contfingent assets, and as such are not recognised in the statement of

financial position.

4.22.  INTEREST-BEARING BORROWINGS AND OTHER DEBT INSTRUMENTS

All borrowings and other debt instruments are initially recognised at fair value net of transaction costs
associated with the borrowing.

After inifial recognifion, interest-bearing borrowings and other debt instruments are measured at
amortised cost using the effective interest rate method.

Amortised cost includes the cost of obtaining the borrowing as well as any discounts or premiums
obtained in connection with the liability.

Any gains or losses are taken to profit or loss when the liability is derecognised from the statement of

financial position or accounted for using the effective interest rate method.

4.23. ACCRUALS AND DEFERRALS

In the statement of financial position, under the asset line item 'Prepaid expenses' the Company reports
prepaid costs relating to future reporting periods, mainly lease payments or costs incurred in securing

construction contracts (if the probability of obtaining the contract is high).

The liabilities line item 'Deferred income' includes deferred income, including resources transferred to
the Company by the government to finance property, plant and equipment, accounted for under |AS
20 (Accounting for Government Grants and Disclosure of Government Assistance). Accrued expenses
are presented as non-current and current.

Grants are recognised only when there is reasonable assurance that the Company will comply with the
conditions attached to them and that the grant will be received.

A grant related to an item of expense is recognised as income over the period necessary to match it
with the related expense.

A grant related fo an asset is recognised as income in profit or loss on a systematic basis, over the useful
life of the asset. Instead of deducting the grant from the asset's carrying amount, the Company

presents it in the statement of financial position as deferred income, under 'Deferred income'.

4.24. REVENUE

Revenue is measured by reference to the fair value of the consideration received or receivable, less

discounts, VAT and other sales-related taxes (i.e. excise duty), and arises from the sale of goods and the
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rendering of services in the course of ordinary activities. Revenue is recognised only when it is probable
that the economic benefits associated with the transaction will flow to the Company and its amount

can be measured reliably.

4.24.1. SALE OF GOODS (MERCHANDISE AND PRODUCTS)

Revenue from sale of goods is recognised when the following conditions are safisfied:

« the Company has transferred to the buyer the significant risks and rewards of ownership of the
goods. That condition is deemed satisfied when the goods are undisputedly delivered to the
buyer;

« the amount of revenue can be measured reliably;

e it is probable that the economic benefits associated with the transaction will flow to the
Company; and

» The costs incurred or to be incurred in respect of the transaction can be measured reliably.

4.24.2. SALE OF SERVICES

Rental income from operating lease

Rental income from operating leases of investment property is recognised on the straight-line basis over
the term of the lease.

Contract revenve

Construction work contracts are executed at fixed price and fall within the scope of IAS 11.

When the outcome of a construction contract can be estimated reliably, contract revenue are
recognised by reference to the stage of completion of the contract activity. The stage of completion,
expressed as a percentage, is determined as the proportion that contract costs incurred for work
performed by the reporting date bear to the estimated total contract costs. Revenue and costs of
construction contracts in progress are determined at the end of each month, at least once a quarter.
Both revenue and costs are determined for the period from the start of work under a given contract
until the reporting date.

If the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised
only to the extent that contract costs incurred are expected by the Company to be recoverable.

The percentage of completion method is applied on a cumulative basis in each reporting period to the
current estimates of contract revenue and contract costs. Therefore, the effect of a change in the
estimate of confract revenue or contract costs, or the effect of a change in the estimate of the
outcome of a contract, is accounted for as a change in accounting estimate (see IAS 8). The changed
estimates are used in the determination of the amount of revenue and expenses recognised in the
statement of profit or loss in the period in which the change is made and in subsequent periods.

The total revenue determined at the end of each reporting period (reporting date) includes only
revenue that can be reliably measured and is assessed as likely to be paid by the customer.

No retentions are taken info account when deftermining the amount of revenue.
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When contract revenue receivable under a construction contract in foreign currency exceeds progress
billings, the confract revenue is measured using the mid-exchange rate quoted by the National Bank of
Poland. When the Company receives prepayments in foreign currencies, the revenue receivable under
a construction contract, measured as at the reporting date, includes the amount of the prepayment.
The excess of contract revenue over progress billings, identified when estimating the amount of revenue
disclosed in the financial statements, is presented as a separate asset item under 'Amounts due from
customers for construction contract work in progress'.

When progress bilings for a construction contract in foreign currency exceed confract revenue
(presented under liabilities), the construction contract revenue is measured as at the reporting date at
the exchange rate effective as at the invoice date, applying the first in, first out formula, and is not
remeasured at the reporting date.

The excess of progress billings over contract revenue, identified when estimating the amount of revenue
disclosed in the financial statements, is presented as a separate item under 'Amounts payable to
customers for construction contract work in progress'.

When executing construction contracts in foreign currencies, the Company is obliged to comply with ifs
hedging policy in order to ensure adequate level of future cash flows and mitigate the adverse impact
of exchange rate fluctuations on its operating activities, which is aimed at securing the operating
margin calculated in the contract budget. The policy is based on matching hedging instruments with
the planned fransactions under the hedged contract, with the actual net exposure, bid price, time
horizon and the quantitative distribution of foreign-currency revenues in the individual quarters being
taken into account Using the approach of limiting the impact of currency risk on the operating
performance of the Company to the largest extent possible, the Company selected forward
fransactions for hedging purposes. If it is probable that the total contract costs will exceed the total
contract revenue, an expected loss on a construction contract is immediately recognised as an

expense.

4.24.3. DIVIDENDS AND OTHER AND FINANCE INCOME

INTEREST AND DIVIDENDS
Interest income is recognised as it accrues using the effective interest r