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SEPARATE PROFIT AND LOSS ACCOUNT

for the period of 12 months from 01/01/2018 to 31/1  2/2018
01/01/2018 — 01/01/2017 —
NO. CONTINUING OPERATIONS Note 31/12/2018 31/12/2017
Continuing operations
| Sales revenue 6.1 790,326 881,754
Revenue from construction contracts 784,617 876,010
Revenue from sale of services 5,436 5,095
Revenue from sales of goods and materials 273 649
Il Cost of goods sold 6.2 763,078 771,559
Il | Gross profit (loss) on sales 27,248 110,195
IV | Administrative expenses 49,271 50,157
\Y Other operating revenue 6.3 6,978 3,602
VI | Other operating costs 6.4 8,438 34,907
VII | Profit (loss) on continuing operations -23,483 28,733
VIl | Financial revenue 6.5 10,625 16,032
IX | Financing costs 6.6 18,173 9,355
X Gross profit (loss) -31,031 35,410
Xl | Income tax 7. 7,169 30,309
a) current 0 0
b) deferred 7,169 30,309
XIl | Net profit (loss) on continuing operations -38,200 5,101
Xl | Discontinued operations 9.
XIV | Net profit (loss) for the financial year on discontinued activities 0 0
XV | Net profit (loss) for the financial year -38,200 5,101
Net profit (loss) -38,200 5,101
Weighted average number of ordinary shares 20,000,000 20,000,000
Net profit (loss) per ordinary share (in PLN) 10. -1.91 0.26
Net diluted profit (loss) per ordinary share (in PLN) -1.91 0.26
SEPARATE STATEMENT OF COMPREHENSIVE INCOME
for the period of 12 months from 01/01/2018 to 31/1  2/2018
01/01/2018 — 01/01/2017 —
STATEMENT OF TOTAL REVENUE 31/12/2018 31/12/2017
Net profit / loss for the period -38,200 5,101
Effective part of profit and loss associated with hedging of cash flows 0 0
_Income tax associated with components of other comprehensive 0 0
income
Other total comprehensive income after tax 0 0
dini:luding items that may be reclassified as profit or loss at a later 0 0
ate
Total comprehensive income -38,200 5,101

Notes presented on pages 8 to 60 form an integral part of these separate financial statements
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SEPARATE STATEMENT OF FINANCIAL POSITION as at 31/1 2/2018

Item ASSETS Note 31/12/2018 31/12/2017
| I. Fixed assets (long-term) 71,756 106,245
I.1 | Intangible assets 12 1,844 2,615
1.2 | Perpetual usufruct 14 0 19,430
1.3 | Tangible fixed assets 13 8,288 12,150
1.4 | Long term trade receivables and other receivables 22 1,749 1,590
I.5 | Long-term prepayments for construction works 0 0
1.6 | Investment property 15 4,996 8,181
I.7 | Long-term financial assets 18 29,764 30,046
1.8 | Other long-term investments 0 0
1.9 | Deferred tax assets 8 24,409 31,578
1.10 | Long-term accruals 19 706 655
Il. | Current assets (short-term) 810,428 741,858
1.1 | Inventory 21 10,006 3,721
II.2 | Trade and other receivables 22 320,863 311,211
1.3 | Receivables from income tax 0 0
1.4 | Prepayments for works 5,284 15,468
II.5 | Short-term financial assets 0 0
I1.6 | Cash and cash equivalents 23 101,690 76,244
II.7 | Assets arising from construction contracts 347,777 332,978
11.8 | Other accruals 24 3,074 2,236
1.9 | Assets held for sale 14 21,734 0
TOTAL ASSETS 882,184 848,103

Item EQUITY AND LIABILITIES Note 31/12/2018 31/12/ 2017
| Equity 25 56,349 94,549
I.1 | Share capital 44,801 44,801
I.2 | Called-up subscribed capital (negative value) 0 0
1.3 | Own shares (hegative value) 0 0
1.4 | Supplementary/reserve capital 108,406 108,406
I.5 | Reserve capital from reclassification of loans 201,815 201,815
1.6 | Retained profit / uncovered loss -298,673 -260,473
unshared profit / (uncovered loss) -260,473 -265,574
Profit / loss for the period -38,200 5,101
Il. | Long-term liabilities 285,375 244,147
II.1 | Interest-bearing bank loans and borrowings 26 235,769 193,121
II.2 | Long-term lease liabilities 26 1,081 1,241
I1.3 | Long-term trade liabilities 28 31,399 32,991
II.4 | Long-term prepayments for construction works 8,202 6,590
I1.6 | Long-term provisions 27 8,924 10,204
Ill. | Short-term liabilities 540,460 509,407
IIl.1 | Current portion of interest-bearing bank loans and borrowings 26 13,519 7,025
111.2 | Short-term lease liabilities 26 801 587
II1.3 | Trade liabilities 28 213,937 218,906
IIl.4 | Other liabilities 29 58,602 30,985
1.5 | Prepayments for works 36,438 33,665
I11.6 | Short-term provisions 27 25,289 41,570
111.7 | Liabilities arising from construction contracts 23,659 10,270
I11.8 | Other accruals 31 168,215 166,399
IV. | Total liabilities 825,835 753,554
EQUITY CAPITAL AND LIABILITIES (TOTAL) 882,184 848,103

Notes presented on pages 8 to 60 form an integral part of these separate financial statements
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SEPARATE CASH FLOW STATEMENT

for the period of 12 months from 01/01/2018 to 31/1  2/2018
No. ltem Note 01/01/2018 - 01/01/2017 -
31/12/2018 31/12/2017
| Cash flows from operating activities
1.1 | Gross profit (loss) -31,031 35,410
1.2 | Corrections by items: 18,899 -118,249
1.2.1 | Share in profit (loss) of related parties measured using the equity method 0 0
1.2.2 | Amortization & Depreciation 4,292 4,244
1.2.3 | Exchange differences 5,762 -11,499
1.2.4 | Interest and dividends (received and paid) 4,136 5,961
1.2.5 | (Profit) / loss on investing activities 2,935 -785
1.2.6 | (Increase)/ decrease in receivables 372 49,541
1.2.7 | (Increase)/ decrease in inventory -6,285 829
1.2.8 | Increase/ (decrease) in liabilities, excluding loans and borrowings 25,442 1,676
1.2.9 | Change in the balance of accruals and prepayments -483 -179,458
1.2.10 | Change in reserves -17,561 11,242
1.2.11 | Income tax paid 0 0
1.2.12 | Other 32 289 0
| Net cash from operating activities -12,132 -82,839
Il Cash flow from investing activities
1.1 | Sale of tangible and intangible assets 51 1,979
1.2 | Acquisition of tangible and intangible assets -890 -1,557
11.3 | Disposal of investment real estate 0 0
1.4 | Acquisition of investment in real estate 0 0
II.5 | Sale of financial assets 0 1,000
11.6 | Acquisition of financial assets -7 0
1.7 | Interest and dividends received and paid 3,128 0
11.8 | Repayment of loans granted 0 0
1.9 | Loans granted 0 0
11110 | Closing of a term deposit 0 2,500
I1.L11 | Other 0 235
1] Net cash from investing activities 2,282 4,157
Il | Cash flow from financing activities
1.1 | Proceeds from issue of shares
IIl.2 | Repayment of finance lease liabilities -819 -635
I11.3 | Proceeds from borrowings/loans 43,258 9,584
IIl.4 | Repayment of loans/credits -6,636 0
IIl.5 | Dividends paid to shareholders 0 0
I11.6 | Interest paid -507 -7,639
1.7 | Other
Il | Net cash from financing activities 35,296 1,310
IV | Increase in net cash and cash equivalents 25,446 -77,372
Net exchange differences 11 33
V | Cash and equivalents at the beginning of the peri  od 76,244 153,616
VI | Cash and equivalents at the end of the period, i  ncluding: 23 101,690 76,244
of limited disposability

Notes presented on pages 8 to 60 form an integral part of these separate financial statements
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SEPARATE STATEMENT OF CHANGES IN EQUITY
for the period of 12 months from 01/01/2018 to 31/1  2/2018

Reserve
Stare capial | SUPPITETANesenve | copiaion | Unepmarved | o
of loans
2018 period from 01/01/2018 to
31/12/2018
As at 01 January 2018 44,801 108,406 201,815 -260,473 94,549
Profit for the period 0 0 0 -38,200 -38,200
Other comprehensive income 0 0 0 0
Total comprehensive income 0 0 0 -38,200 -38,200
Distribution of previous years' loss 0 0 0 0 0
Reclassification of loans to equity 0 0 0 0 0
As at 31 December 2018 44,801 108,406 201,815 -298,673 56,349
Year 2017 — period from 01/01/2017
to 31/12/2017

As at 01 January 2017 44,801 108,406 201,815 -265,574 89,448
Profit for the period 0 0 0 5,101 5,101
Other comprehensive income 0 0 0 0 0
Total comprehensive income 0 0 0 5,101 5,101
Distribution of previous years' loss 0 0 0 0 0
Reclassification of loans to equity 0 0 0 0 0
As at 31 December 2017 44,801 108,406 201,815 -260,473 94,549

Notes presented on pages 8 to 60 form an integral part of these separate financial statements
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Mostostal Warszawa S.A.
Separate Financial Statements for the period from 01/01/2018 to 31/12/2018
(in thousands of PLN)

Additional Notes
to the separate financial statements
for the period from 01/01/2018 to 31/12/2018

1. General information

The separate financial statements cover — for the profit and loss account, statement of changes in equity and the
cash flow statement — the period of 12 months of 2018 and include comparative data for 12 months of 2017, and
for the statement of financial position as at 31 December 2018, they include comparative data as at 31 December
2017.

Mostostal Warszawa S.A. (hereinafter the Company or Mostostal Warszawa S.A.) is a joint-stock company
incorporated under the laws of Poland, registered with the Regional Court for the Capital City of Warsaw, 16th
Commercial Division of the National Court Register, under the number 0000008820. The Company's registered
office is located in Warsaw, at ul. Konstruktorska 12a. The core business is specialised construction work covered
by the Polish Business Classification (PKD) in section 4120Z. The Company's shares are listed on the Warsaw
Stock Exchange (Gietda Papieréw Wartosciowych w Warszawie S.A.); construction sector.

The Company is established for an indefinite time.
The parent company of Mostostal Warszawa S.A. is Acciona Construccion S.A.

Mostostal Warszawa S.A. is responsible for drawing up consolidated financial statement, it is also a parent company
and major investor.

2. Composition of the Management Board and the Supervisory Board

As at 31/12/2018, the Management Board of Mostostal Warszawa S.A. was composed of:

Miguel Angel Heras Llorente, President of the Management Board
Jorge Calabuig Ferre, Vice-President of the Management Board
Alvaro Javier De Rojas Rodriguez, Member of the Management Board
Jacek Szymanek, Member of the Management Board

Radostaw Gronet, Member of the Management Board

On 21 March 2018, the Supervisory Board of the Company appointed Radostaw Antoni Gronet, as Member of the
Management Board of the eighth term.

Andrzej Gotawski resigned from the position of the President of the Management Board of the Company, effective
as of 19 April 2018.

On 09 May 2018, the Supervisory Board of the Company appointed Miguel Angel Heras Llorente as the President
of the Management Board of the eighth term. At the same time, the Supervisory Board of the Company appointed
Jorge Calabuig Ferre as the Vice-President of the Management Board.

As at 31/12/2018, the Supervisory Board of Mostostal Warszawa S.A. was composed of the following members:

Francisco Adalberto Claudio Vazquez, Chair of the Supervisory Board
Jose Manuel Terceiro Mateos, Vice-Chair of the Supervisory Board
Javier Lapastora Turpin, Member of the Supervisory Board

Neil Roxburgh Balfour, Member of the Supervisory Board

Ernest Podgorski, Member of the Supervisory Board

Javier Serrada Quiza, Member of the Supervisory Board

On 24 April 2018, the Annual General Meeting of the Company appointed Mr. Javier Serrada Quiza as a member
of the Supervisory Board of Mostostal Warszawa S.A. of the ninth term of office.

3. Approval of the Financial Statements

The financial statements for the year 2018 were approved for publication by the Management Board on 11 April
2019.
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4. Basis for preparation of the separate financial statements for the year 2018 and the accounting policy

4.1 Basis for preparation of the Financial Statements

The financial statements have been prepared based on the assumption that the Company will be able to continue
its business operations in the foreseeable future, for the period of at least 12 months from the balance sheet date.

The financial statements have been prepared in accordance with the historical cost principle, except for financial
instruments that have been measured at fair value.

In 2018, the Company generated the sales profit of PLN 27,248 thousand and incurred a net loss of PLN 38,200
thousand. The Company's equity as at 31/12/2018 was positive and amounted to PLN 56,349 thousand. The
Company also recorded negative cash flows from operating activities in the amount of PLN 12,132 thousand.

In its separate statement of financial position, the Company shows overdue trade receivables in the amount of PLN
204,674 thousand, for which no revaluation write-offs have been recognized, and the assets arising from
construction contracts in the amount of PLN 162,186 thousand, associated with the completed contracts, which are
subject to the court proceedings. The Management Board expects that within 12 months from the date of the report,
some of these proceedings, given their progress, may be settled in favour of Mostostal, which will result in settlement
of receivables and assets under the contract as well as cash inflow to the Company in the amount of PLN 94,202
thousand.

In 2018, the Company financed its operations using mainly its own funds and borrowings granted by the related
party - Acciona Construccion S.A. In 2018, the Company entered into two new loan agreements with Acciona
Construccion S.A. for the total amount of EUR 10,000 thousand. The loan maturity dates fall for the years 2019-
2020. In 2018, the Company signed annexes to four loan agreements for the total amount of EUR 47,696 thousand,
whereby the deadline for their repayment has been rescheduled until 2020.

Based on the analysis of future cash flows, the Company's Management Board estimates that the Company will
have sufficient cash to fund its operations in the period of at least 12 months after the balance sheet date. The value
of Mostostal Warszawa S.A.'s backlog amounts to PLN 1,832,531 thousand. At the same time, the Company is
involved in a number of procurement procedures, which will translate into winning new contracts in the near future,
which should also contribute to improved results and cash flows for Mostostal Warszawa S.A.

The Company's Management Board believes that the liquidity and going concern risks are properly managed, and
consequently there is no risk of an intended or forced discontinuation or material limitation of its current activities
by the Company for the period of at least 12 months after the balance sheet date. Therefore, according to the
Management Board, the going concern assumption for the Company is appropriate.

4.2 Compliance statement

These financial statements for the period of 12 months ended on 31 December 2018 have been prepared in
compliance with the International Financial Reporting Standards (“IFRSs”). As at the date of approval of these
financial statements, taking into account the ongoing process of implementing IFRS in the EU and the Company's
activities, as regards the applied accounting policies, we have identified six changes with respect to IFRSs that
came into force, yet have not been approved by the EU. The changes are described in Note 4.27 herein.

IFRS include standards and interpretations approved by the International Accounting Standards Board (“IASB”) and
by the International Financial Reporting Interpretations Committee (“IFRIC").

The Company has not decided to adopt earlier any standards, interpretations or amendments that have been
published, but that have not yet entered into force.

4.3 Estimates and judgements

Preparation of financial statements in accordance with the EU's IFRS requires the Management Board to make
judgements, estimates and assumptions that affect the application of the adopted accounting principles and the
presented values of assets, liabilities, income and expenses, whose actual values may differ from the estimates.
Estimates and related assumptions are based on historical experience and other factors that are considered
reasonable in given circumstances, and their results provide the basis for professional judgement. When making
judgements, estimates or assumptions regarding major issues, the Management Board may rely on the opinions of
independent experts.

Estimates and related assumptions are subject to ongoing verification. Changes in accounting estimates are
recognized prospectively from the period in which changes to the estimates took place.
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4.3.1 Critical judgements in applying the accounting policies

Recognition of revenue from construction contracts

For construction contracts, the Company satisfies the performance obligations over time. Revenue is recognized
on the basis of the expenses incurred over time, since the Management Board believes that bearing in mind the
nature of the contracts performed, this method allows to measure reliably the work performed. Budgets of individual
contracts are subject to a formal update (revision) process based on the current information, at least once a quarter.
In the event of any occurrences between official budget revisions that significantly affect the outcome of the contract,
the total contract revenue or costs can be updated eatrlier.

Where it is probable that the total costs associated with the performance of the construction contract exceed the
total revenue, in accordance with IAS 37, the expected loss (the excess of cost over income) is recognized in
operating costs, and on the other side, a provision is created for onerous contracts (provision for losses on
contracts). The amount of the expected loss is also updated during the budget review and is the best estimate of
the costs that the Company has to incur to complete the contract.

4.3.2 Significant estimates

The estimates significantly affecting the values disclosed in the separate financial statements are related in
particular to the expected useful life of property, plant and equipment and intangible assets (depreciation rates),
impairment losses on assets, assumptions adopted to recognize deferred tax assets, provisions (for warranty
repairs, employee benefits, anticipated losses on contracts and litigation), assets and liabilities arising from
construction contracts and assumptions regarding budgets (budgeted costs and revenues) and margins on the
contracts performed.

Useful life of plant, property and equipment and in tangible assets

The carrying amount of property, plant and equipment and intangible assets is determined based on the estimated
useful lives of particular groups of property, plant and equipment and intangible assets. The adopted useful lives of
property, plant and equipment and intangible assets are subject to periodic verification on the basis of analyses
carried out by the Company.

Deferred tax asset

The Company recognizes deferred tax assets based on the assumption that future taxable income will allow for its
use. Deterioration of tax results in the future could cause the whole or a part of the deferred tax assets not to be
realized (Note 8).

Provisions for warranty repairs

In the case of construction services, the Company is obliged to provide warranties for its services. As a rule,
provisions for warranty costs amounting to 0.5% to 1% of the revenues from specific contracts are created. This
value is however subject to individual review and may be increased or decreased in justified cases (Note 27.1). The
Company analyses the reserves established in terms of their possible realisation dates and classifies them either
as short-term or long-term (to be realised over 12 months after the balance sheet date).

Services not invoiced by subcontractors

The Company implements most of construction contracts acting as the general contractor, using a wide range of
subcontractors. Completed construction works are subject to approval by the employer under the works acceptance
procedure by signing a relevant acceptance report and issuing an invoice. At each balance sheet date, there is a
significant part of the completed works that have been neither confirmed nor invoiced by subcontractors, which the
Company recognizes as contract costs on an accrual basis. The costs of subcontractors from completed works that
have not been invoiced are determined by technical services based on the physical assessment of completed works
and could be different from the value specified in the formal procedure for acceptance of construction works (Note
31).

Reserves for lawsuits

The Company acts as a party to judicial proceedings. Company prepares detailed analysis of the potential risks
associated with the pending judicial proceedings and based thereon makes decisions on the need to include the
impact of such proceedings on its books and the value of reserves (Note 27.1). The Management Board’s estimation
was also based on the opinions of external independent law firms regarding individual disputable matters and their
likely outcomes. The Company analyses the reserves established in terms of their possible realisation dates and
classifies them either as short-term or long-term (to be realised over 12 months after the balance sheet date).
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Provisions for bad debts

Trade receivables are carried at original invoice amounts less the allowances for bad debts. Allowance for bad
debts is recognized when collection of the full amount is no longer probable. Bad debts are written off in the profit
and loss account as other operating expenses when they are deemed uncollectible.

4.4 Functional currency and reporting currency

The Company's functional currency and reporting currency is the Polish zloty.

4.5 Shares in subsidiaries, associates and other entities

Shares in subsidiaries and associates and other companies are valued at cost, taking into account their impairment
write-offs. At each balance sheet date, the Company analyses whether there is objective evidence indicating an
impairment of an asset or a group of financial assets. If such evidence exists, the Company estimates the
recoverable amount of the asset and recognizes an impairment loss equal to the difference between the recoverable
value and the carrying amount. The impairment loss is recognized in the profit and loss account for the current
period.

4.6 Joint arrangements

Investments in joint arrangements are classified either as joint operations or as joint ventures, depending on the
contractual rights and obligations of each investor. The Companies of the Group found the nature of their common
joint arrangements and agreed that these are joint operations.

The Company implements certain long-term contracts pursuant to consortium agreements, acting as the consortium
leader. If the contracts meet the criteria set out in IFRS 11, the Company recognizes such transactions as “joint
operations”. In respect of its interests in jointly controlled operations, the Company recognizes in its financial
statements:

a) the assets controlled and the liabilities assumed by it and

b) the costs incurred and its share in revenue from the sale of goods or services, generated joint operations.

4.7 Conversion of items expressed in foreign currencies

Transactions expressed in foreign currencies are converted to Polish zloty using the currency translation rates
prevalent on the day the transaction is made.

On the balance and date, the assets and liabilities expressed in foreign currencies are converted to Polish Zlotys
using the individual average currency exchange rates at the end of the reporting period as published by the National
Bank of Poland. The resultant currency translation differences are recognised in the position of financial revenue
(costs), or in situations subject to specific accounting principles, capitalised as the value of assets.

Non-monetary items measured at historical cost in a foreign currency are recorded at the exchange rate as of the
transaction date.

4.8 Property, plant and equipment

Property, plant and equipment are recognised as their purchase price/cost of manufacture less depreciation write-
offs and any impairment losses. The initial value of fixed assets includes their purchase price increased by any
costs directly associated with the purchase and adaptation of the asset to make it fit for use. The costs incurred
after the fixed assets are commissioned, such as costs of maintenance and repairs, are recognized in the profit and
loss account at the moment the costs are incurred.

Depreciation of fixed assets is recognized by the Group according to the following rules:

. fixed assets, except for land, are depreciated on a straight-line basis over their estimated useful lives, which
are as follows:

buildings, premises and civil engineering structures 10-40 years
plant and machinery 2.5-20 years
means of transport 2.5-10 years
other fixed assets 4-10 years

In the event where during preparation of the financial statements circumstances occur, which would indicate that
the carrying value of fixed assets might not be recoverable, the affected assets are reviewed for impairment loss.
Should there occur any circumstances indicating that there might be impairment loss and the carrying value exceeds
the estimated recoverable value, the value of these assets or cash-generating units, to which these assets belong,
is reduced to a recoverable value. The recoverable value shall be the higher of these two amounts: fair value

11
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increased by the sales costs or the value in use. When determining value in use, estimated future cash flows are
discounted to Net Present Value using the gross discount rate reflecting current time value of money and the risks
associated with a given assets component. For assets which do not generate cash flow sufficiently independently,
the recoverable value is determined for a cash generating centre to which this asset belongs. Impairment losses
are recognised in the profit and loss account under other operating costs.

A component of property, plant and equipment can be derecognised in the statement of financial position after its
sale or in the event where no economic benefits are expected from the continued use of such a component. Any
profits or losses resulting from the removal of a given asset component from the statement of financial position
(calculated as the difference between possible income from net sales and the carrying value of a given asset) are
recognised in the profit and loss account for the period when such removal took place.

Works in progress reflect fixed assets under construction or in the process of assembly and are carried either at the
purchase price or at the cost of manufacture. Tangible assets under construction are not subject to depreciation
until they are finalised and commissioned for use.

Borrowing costs
Borrowing costs related to the acquisition, construction or production of a qualifying asset are recognized as part of
the purchase price or production cost (IAS 23).

4.9 Investment property

Investment properties are maintained in order to obtain rental income, increase their value or for both reasons.
Investment properties are intended neither for sale in the course of the Company’s normal operations of the, nor
for use in the production process nor for administrative purposes. Investment properties, at the moment of their
initial recognition, are measured at the purchase price, and thereafter their value is decreased by depreciation write-
offs and impairment losses. The investment properties are depreciated using the straight-line method at the rate of
4.5%. The purchase price includes the purchase price of the asset and the costs directly related to the purchase of
the property. If the purpose of the property is changed i.e. if the investment property becomes a property occupied
by the owner and thus is transferred to property, plant and equipment, its amortized cost as of the transfer date is
the cost accepted for future recognition. The value of investment property is reduced by the revaluation write-offs
in the event of circumstances indicating its impairment. Investment property is derecognized in the statement of
financial position when it is sold or when a given investment property is permanently withdrawn from use, when no
future benefits are expected from its sale. Any profits or losses resulting from the derecognition of an investment
property in the statement of financial position are recognized in the profit and loss account in the period of such
derecognition.

4.10 Intangible assets

Acquired intangible assets include assets which meet the following criteria:

- can be separated from the entity and sold, transferred, licensed or given for paid use to third parties, either
individually or together with related contracts, assets or liabilities or
- arise under contracts or otherwise, regardless of whether those rights are transferable or separable from the entity.

An intangible asset is recognized when, and only if:

- it is probable that the entity achieves future economic benefits that are attributable to the asset and

- the cost of the asset can be reliably determined.

Intangible assets acquired in separate transactions are presented in the statement of financial position at cost.

After the initial recognition, intangible assets are carried according to the historical cost model.

The useful lives of intangible assets, depending on their type, have been assessed and found to be limited or
indefinite.

With the exception of development costs, intangible assets produced by an entity in-house are not recognized in
assets, while the expenditures incurred for their production are recognized in the profit and loss account in the year
in which they were incurred.

Intangible assets are assessed annually for any indications of impairment losses.
Intangible assets are depreciated on a straight-line basis over their estimated useful lives, which are as follows:

patents, licenses, trademarks 5 years
computer software up to 10 years
other intangible assets 5 years
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A depreciation write-off of intangible assets with a limited useful time is recognised in profit and loss account in the
category which reflects the function of a given intangible assets component.

The period and the method of calculating depreciation of intangible assets with limited period of use are verified at
least at the end of each financial year. Changes in the expected useful life or the expected method of consumption
of economic benefits arising from a given asset component are recognised as change of the period or the
depreciation method and are treated as changes to estimated values.

Profit or loss from derecognition of intangible assets in the statement of financial position is measured as the
difference between the net revenue from sale and the carrying amount of a given asset and is recognised in the
profit and loss account upon its derecognition.

4.11 Costs of research and development

Research costs are recognized in the profit and loss account, when incurred. Expenditures incurred for development
works within the framework of a specific project are capitalized, if it can be deemed that they would be recovered
in the future.

An intangible asset arising from development (or from completion of a development stage of an in-house project)
is recognized if, and only if the Company is able to prove:

- the feasibility, from the technical point of view, of completing an intangible asset so that it would be available for
use or sale;

- the intention to complete an intangible asset and use or sell the same;

- ability to use or sell the intangible asset;

- the manner in which the intangible asset will generate probable future

economic benefits. Among other things, the entity must prove the existence of a market for the products
manufactured using the intangible asset or the asset itself or — if the component is to be used by the entity — the
usefulness of the intangible asset;

- the availability of adequate technical, financial and other resources to complete development and facilitate use or
sale of the intangible asset;

- the ability to measure reliably the expenditures incurred during development, attributable to the intangible asset.

After the initial recognition of the development expenditures, the historical cost model is applied requiring the assets
to be recognized at the purchase price less any accumulated amortization and accumulated impairment losses.
Any expenditures carried forward are amortized over the expected period of obtaining revenue from the sale of the
project.

4.12 Recoverable amount of long-term assets (intangible assets, property, plant and equipment)

For each balance date the Company performs testing of assets for any circumstances indicating impairment loss.
If such circumstances occur, formal appraisal of recoverable value is performed by the Company. In the event when
the carrying value of a given asset component or a cash generating centre exceeds its recoverable value, the level
of impairment loss is determined, and a revaluation write-off is booked reducing its value to recoverable value. Their
recoverable value is the higher of the two values: the fair value reduced by the cost of disposal or the value in use
of a given asset component or cash generating centre.

4.13 Financial instruments

The standard introduces changes in the classification of financial instruments (change in the category of financial
assets and new classification criteria), the concept of impairment based on the credit loss expected instead of the
loss incurred so far and changes to the guidelines for hedge accounting. The company applied the standard
retrospectively. The company decided not to restate the data relating to earlier periods and to recognize the possible
impact of the first application in the opening balance of the result carried forward. The application of IFRS 9 did not
have a material impact on the financial statements prepared in previous years; therefore, as at 31 December 2018,
no correction was made that would be recognized in the result carried forward.

The major assumptions of the accounting policy adopted by the Company with the first application of IFRS 9:

Classification and measurement

Financial assets and liabilities are recognized when the Company becomes a party to a binding contract. Initially,
financial assets are measured at fair value (in case of financial assets / liabilities later measured at amortized cost,
transaction costs should be added to or subtracted from the initial value, as appropriate).

At initial recognition, trade receivables that do not have a significant financing component (determined in
accordance with IFRS 15) are measured at their transaction price.

The classification of financial assets is based on the Company's business model for financial asset management
and the characteristics of the cash flows arising from the contract for the assets.
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In subsequent periods after the initial recognition, financial assets are measured at:
- amortised cost

- fair value through other comprehensive income

- fair value through profit and loss

A financial asset is measured at amortized cost if:

- the financial asset is held within a business model whose objective is to hold financial assets in order to collect
contractual cash flows, and

- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

A financial asset shall be measured at fair value through other comprehensive income if

- the financial asset is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets and

- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

However, the Company may make an irrevocable election at initial recognition for particular investments in equity
instruments (that would otherwise be measured at fair value through profit or loss) to present subsequent changes
in fair value in other comprehensive income. The amounts accumulated in other comprehensive income cannot be
reclassified to the profit and loss account, even when removed from the statement of financial position. Such an
investment is a non-cash item. If the item is denominated in a foreign currency, foreign exchange differences are
also recognized in other comprehensive income.

In all other cases, a financial asset is measured at fair value through profit or loss.

Assets are derecognized, when the rights to receive cash flows on their account have expired or have been
transferred and substantially all of the risks and rewards arising from their ownership have been transferred.

After the initial recognition, all financial liabilities are classified as measured at amortized cost, except for financial
liabilities measured at fair value through profit or loss (satisfying the definition held for trading) - after initial
recognition, these instruments are measured at fair value.

A special sub-category of financial assets and liabilities are derivatives. Derivative transactions are entered into to
hedge cash flows against exchange rate and interest rate risks.

Derivative instruments are measured as at the balance sheet date at a reliably determined fair value. The fair value
of derivatives is estimated using a model based, inter alia, on exchange rates (average rates quoted by the National
Bank of Poland) as at the balance sheet date or differences in interest rate levels of the quota and base currencies.

The effects of periodic measurement of derivatives hedging foreign exchange risk on construction contracts
denominated in foreign currencies as well as gains and losses as at their settlement date are recognized in the
profit and loss account under “Other operating income (costs)” as a part of operating activities.

The effects of periodic measurement of derivatives hedging interest rate or foreign exchange risks for items
classified as the Company's financial operations as well as gains and losses as at the date of their settlement are
recognized in the profit and loss account under “Financial revenue (expenses)” as a part of financial activities.
The Company does not apply hedge accounting.

Impairment of financial assets

The Company discloses the loss allowance in the notes to the financial statements. Credit losses are the difference
between all due cash flows arising from a given contract and the cash flows actually expected, taking into account
all expected shortages (i.e. lack of payments). If the allowance is recognized in respect of long-term financial assets,
the loss allowance should be discounted at the original effective interest rate (i.e. the rate applied on the asset
recognition).

Expected credit loss allowance

For trade receivables and financial assets covered by IFRS 15 (i.e. the measurement of long-term construction
contracts), the Company measures the expected credit loss allowance for the entire expected life of a given financial
asset. The Company applies a personal approach to assess the amount of expected credit losses.

For other financial assets not covered by IFRS 15 (i.e. investments in equity instruments, deposits under
construction contracts, loans granted, and other financial assets not measured at fair value), credit losses should
be estimated for the entire expected life of a given financial asset if the credit risk associated with a given asset has
significantly increased since the initial recognition. Where the increase in credit risk has not been significant, an
allowance at an amount equal to a 12-month expected credit loss is recognised.

For other financial assets not covered by IFRS 15, if initially the Company recognised an allowance equal to the
expected credit loss for the entire life of the asset, and thereafter, as at the following reporting day, found that the
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credit risk was no longer significantly higher, the Company recognizes an allowance at an amount equal to a 12-
month expected credit loss.

4.14 Inventory

Inventories are valued at the lower of the two values: the purchase price or the cost of manufacture and the
realizable net selling price.

Materials are measured at purchase price and their disbursement is determined
according to the “first in-first out” rule.

Finished products and work in are measured at direct cost of material and labour, while the relevant mark-

progress up of production overheads is determined based on normal production
capacity utilisation.

The net realizable value is the estimated price of sale in the ordinary course of business, less finishing costs and
estimated costs necessary to effect the sale.

4.15 Trade receivables and other receivables

Trade receivables are carried at original invoice amounts less the allowances for bad debts. Allowance for bad
debts is recognized when collection of the full amount is no longer probable. Bad debts are written off in the profit
and loss account as other operating expenses when they are deemed uncollectible.

If the effect of time value of money is material, the value of receivables is determined by discounting the expected
future cash flows to their present value using a discount rate that reflects market assessments of the time value of
money at the date of recognition of receivables in the books. If the discounting method is applied, the receivables
are measured at amortized cost on subsequent balance sheet dates, and any increase in receivables over time is
recognized as finance income.

In the event of debit notes relating to penalties, the Company recognizes their value under accounts receivable,
and at the same time writes them off, not recognizing revenue in respect thereof.

Security deposits under construction contracts maturing after one year are measured initially at fair value and
subsequently are accounted for at amortized cost using the effective interest rate. The difference between the
nominal value of the security deposit and its fair value is recognized in the financial costs of the reporting period in
which the security deposit was granted.

4.16 Cash and cash equivalents

Cash and short-term deposits recognized in the statement of financial position include cash at bank and in hand as
well as short-term deposits with an original maturity of up to three months.

The balance of cash and cash equivalents disclosed in the cash flow statement comprises the above cash and cash
equivalents.

4.17 Share capital

Common shares are classified as equity.

Marginal costs directly attributable to the issue of new common shares or options are disclosed in equity as a
decrease in the proceeds from issue, net of tax.

If any company of the Group acquires shares of the Company included in equity (its treasury shares), than the
amount payable comprising any marginal costs (net of income taxes) associated directly with the acquisition, is
deducted from equity attributable to owners of the Company until the shares are redeemed or reissued. If such
ordinary shares are subsequently reissued, any consideration received (net of any directly related marginal
transaction costs and related income tax effects) is included in the equity attributable to owners of the Company.

Loans whose repayment deadlines have been extended for an indefinite period and whose repayment deadlines
depend solely on the decision of the Company are presented in equity.

4.18 Trade payables

Trade payables are the liabilities due to be paid for the goods and services acquired in the course of ordinary
business operations from suppliers. Trade payables are classified as short term liabilities if payment is due within
one year (or in the normal operating cycle of the business, if longer). Otherwise liabilities are accounted as long-
term.
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Trade payables are recognized initially at fair value and subsequently measured at amortized cost using the
effective interest rate method.

4.19 Interest-bearing bank loans, borrowings and debentures

On initial recognition all bank loans, borrowings and debentures are formulated according to their fair value reduced
by costs related to acquiring the loan.

After initial recognition debentures, bank loans and borrowings subject to interest are priced according to
depreciated cost with the use of the effective interest rate method.

On defining the depreciated costs related to the acquisition of the loan as well as discounts and premiums obtained
on settlement of the liability are taken into consideration.

Gains and losses are recognized in profit or loss when the liability is derecognised in the statement of financial
position, or when it is accounted for using the effective interest rate method.

4.20 Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past
event, and it is probable that fulfilment of this obligation will cause an outflow of economic benefits within 12 months
from the balance sheet date for short-term provisions and over 12 months from the balance sheet date for long-
term provisions, and a reliable estimate of the amount of such an obligation can be made. If the Company expects
that costs covered by the reserve will be recovered, for instance pursuant to insurance policy, then such recoverable
value is recognised as a separate asset component, but only when it is absolutely certain that the value will be
indeed recovered. Costs associated with a specific reserve are recognised in the profit and loss account after
deduction of any refunds. In the event that the value of money is significant at the time, the amount of reserves is
established by discounting the expected future cash flow in line with current value using the gross discount rate,
which reflects current market estimations concerning the value of money at the time and any possible risk
associated with the given liability. If a discounting method had been used, the increase of the reserve resulting from
the passing of time is presented as a financial costs. Restructuring provisions include penalties for terminating lease
agreements and severance pay for dismissed employees. Provisions are not recognized for future operating losses.

4.21 Retirement severance pay

Under the Company's remuneration schemes, the Company's employees are entitled to retirement bonuses.
Retirement packages are issued as a once-off payment at the time of retirement. The amount of pension benefits
is dependent on the period of employment and the employee's average remuneration. The Companies create
provisions for future liabilities from retirement payments in order to allocate to the costs to relevant periods. Pursuant
to International Accounting Standard 19 retirement payments are specific benefits payable after termination of
employment. The current value of these liabilities is calculated by an independent Actuary.

4.22 Lease

The Company acts as party to lease agreements, under which in lieu of payment, it uses or draws benefits from
third-party fixed assets or intangible assets for an agreed period.

In the case of financial lease, whereby substantially all the risks and rewards of ownership of the assets under the
contract are transferred, the lease is recognized in assets as an asset at fair value or (if lower) at present value of
the minimum lease payments, s determined at the inception of the lease. Lease payments are divided into finance
charges and reduction of the outstanding liability so as to achieve a constant rate of interest on the remaining
balance of the liability. Financial costs are recognized directly in the profit and loss account.

Assets subject to finance leases are depreciated in the manner defined for own assets. However, where there is
uncertainty as to the ownership of the agreement, the fixed assets used under finance leases are depreciated over
the shorter of two periods: the expected useful life or the lease term.

Lease payments under agreements which do not meet the criteria of finance leases are recognized as costs in the
profit and loss account on a straight-line basis over the lease term.

4.23 Revenue

4.23.1 Revenue from contracts with customers

The company applied the standard retrospectively with the combined effect of the first application recognized on
the first application date. The application of the new standard did not affect the items presented in the profit and
loss account as well as the Company's result and capitals revealed in the separate financial statements.

The major assumptions of the accounting policy adopted by the Company with the first application of IFRS 15:
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The Company accounts for a contract with a customer only when all of the following criteria are met:

- the parties to the contract have approved the contract (in writing, orally or in accordance with other customary
business practices) and are committed to perform their respective obligations;

- the Company can identify each party's rights regarding the goods or services to be transferred;

- the Company can identify the payment terms for the goods or services to be transferred;

the contract has commercial substance (i.e. the risk, timing or amount of the entity's future cash flows is expected

to change as a result of the contract); and

- itis probable that the Company will collect the consideration to which it will be entitled in exchange for the goods

or services that will be transferred to the customer.

The Company combines two or more contracts entered into at or near the same time with the same customer (or

related parties of the customer) and account for the contracts as a single contract if one or more of the following

criteria are met:

- the contracts are negotiated as a package with a single commercial objective;

- the amount of consideration to be paid in one contract depends on the price or performance of the other contract;
or

- the goods or services promised in the contracts (or some goods or services promised in each of the contracts)
are a single performance obligation.

At contract inception, the Company assesses the goods or services promised in a contract with a customer and
identifies as a performance obligation each promise to transfer to the customer either:

- agood or service (or a bundle of goods or services) that is distinct; or
- aseries of distinct goods or services that are substantially the same and that have the same pattern of transfer
to the customer.

A good or service that is promised to a customer is distinct if both of the following criteria are met:

- the customer can benefit from the good or service either on its own or together with other resources that are
readily available to the customer (i.e. the good or service is capable of being distinct); and

- the entity's promise to transfer the good or service to the customer is separately identifiable from other promises
in the contract (i.e. the good or service is distinct within the context of the contract).

The Company recognises revenue when (or as) the entity satisfies a performance obligation by transferring a
promised good or service (i.e. an asset) to a customer. An asset is transferred when (or as) the customer obtains
control of that asset.

For each performance obligation identified, the Company determines at contract inception whether it satisfies the
performance obligation over time or satisfies the performance obligation at a point in time. If an entity does not
satisfy a performance obligation over time, the performance obligation is satisfied at a point in time.

For construction contracts, the Company satisfies the performance obligation over time, since the entity's
performance
a) does not create an asset with an alternative use to the entity and the entity has an enforceable right to
payment for performance completed to date; or
b) creates or enhances an asset that the customer controls as the asset is created or enhanced.

Revenue is recognized on the basis of the expenses incurred over time and that method is applied consistently to
similar performance obligations and in similar circumstances. At the end of each reporting period, the Company
remeasures its progress towards complete satisfaction of a performance obligation satisfied over time.

To measure progress, the Company uses the input methods. Input methods recognise revenue on the basis of the
entity's efforts or inputs to the satisfaction of a performance obligation relative to the total expected inputs to the
satisfaction of that performance obligation.

When (or as) a performance obligation is satisfied, the Company recognises as revenue the amount of the
transaction price (which excludes estimates of variable consideration that are constrained) that is allocated to that
performance obligation.

Revenues from construction contracts take into account the initial amount of revenue determined in the contract
and changes (modifications) made during the performance of the contract (transaction price of the contract).

A variation is an instruction by the customer for a change in the scope of the work to be performed under the
contract. A variation may lead to an increase or a decrease in contract revenue. Examples of variations are changes
in the specifications or design of the asset and changes in the duration of the contract.

A contract modification exists when the parties to a contract approve a modification that either creates new or
changes existing enforceable rights and obligations of the parties to the contract.
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A contract modification may exist even though the parties to the contract have a dispute about the scope or price
(or both) of the modification or the parties have approved a change in the scope of the contract but have not yet
determined the corresponding change in price. In such circumstances, the Company is dealing with a claim i.e. an
amount that the contractor seeks to collect from the customer or another party as reimbursement for costs not
included in the contract price. A claim may arise from, for example, customer caused delays, errors in specifications
or design, and disputed variations in the construction contract. In determining whether the rights and obligations
that are created or changed by a modification are enforceable, the Company considers all relevant facts and
circumstances. In assessing the existence and enforceability of a right to payment for performance completed to
date, the Company considers the contractual terms as well as any legislation or legal precedent that could
supplement or override those contractual terms. This would include an assessment of whether legislation,
administrative practice or legal precedent confers upon the Company a right to payment for performance to date
even though that right is not specified in the contract with the customer

Even though the parties to the contract have a dispute about the scope or price (or both) of the modification, and
as a result of an analysis the Company determines that its rights that are created or changed by a modification are
enforceable, then the Company estimates an amount of variable consideration by using the method the most likely
amount is the single most likely amount in a range of possible consideration amounts (i.e. the single most likely
outcome of the contract).

The Company applies the method consistently throughout the contract when estimating the effect of an uncertainty
on an amount of variable consideration to which the entity will be entitled. In addition, the Company considers all
the information (historical, current and forecast) that is reasonably available to the entity and identifies a reasonable
number of possible consideration amounts.

The Company includes in the transaction price some or all of an amount of variable consideration estimated in
accordance with the foregoing paragraph only to the extent that it is highly probable that a significant reversal in the
amount of cumulative revenue recognised will not occur when the uncertainty associated with the variable
consideration is subsequently resolved.

In assessing whether it is highly probable that a significant reversal in the amount of cumulative revenue recognised
will not occur once the uncertainty related to the variable consideration is subsequently resolved, the Company
considers both the likelihood and the magnitude of the revenue reversal.

When making judgements and estimates regarding an amount of variable consideration, the Management Board
relies on the opinions of external independent law firms and experts regarding individual disputable modifications
of contracts with customers and their likely resolution.

The Company accounts for a contract modification as a separate contract if both of the following conditions are
present: the scope of the contract increases because of the addition of promised goods or services that are distinct,
and the price of the contract increases by an amount of consideration that reflects the entity's stand-alone selling
prices of the additional promised goods or services and any appropriate adjustments to that price to reflect the
circumstances of the particular contract.

The Company accounts for the contract modification as if it were a part of the existing contract if the remaining
goods or services are not distinct and, therefore, form part of a single performance obligation that is partially satisfied
at the date of the contract modification. The effect that the contract modification has on the transaction price, and
on the Company’s measure of progress towards complete satisfaction of the performance obligation, is recognised
as an adjustment to revenue (either as an increase in or a reduction of revenue) at the date of the contract
modification (i.e. the adjustment to revenue is made on a cumulative catch-up basis).

At the end of each reporting period, the Company updates the estimated transaction price (including updating its
assessment of whether an estimate of variable consideration is constrained) to represent faithfully the
circumstances present at the end of the reporting period and the changes in circumstances during the reporting
period. The Company accounts for changes in the transaction price in accordance with the two foregoing
paragraphs.

For a change in the transaction price that occurs after a contract modification:

a) The Company allocates the change in the transaction price to the performance obligations identified in the
contract before the modification if, and to the extent that, the change in the transaction price is attributable
to an amount of variable consideration promised before the modification and the modification is accounted
for as if it the existing contract was terminated, and a new contract was created;

b) In all other cases in which the modification was not accounted for as a separate contract, the Company
allocates the change in the transaction price to the performance obligations in the modified contract (i.e.
the performance obligations that were unsatisfied or partially unsatisfied immediately after the
modification).
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When the Company, as one of the parties to a contract, has performed, the Company presents the contract in the
separate statement of financial position as a contract asset or a contract liability — depending on the relationship
between the entity's performance and the customer's payment. The Company presents any unconditional rights to
consideration separately as a receivable.
The Company identifies the following items of the statement of financial position as contract assets:

a) Prepayments for construction works

b) Assets arising from construction contracts
The Company identifies the following items of the statement of financial position as contract liabilities:

a) Prepayments for construction works

b) Liabilities arising from construction contracts

c) Other accruals

d) Provisions for warranty repairs

When another party is involved in providing goods or services to a customer, the Company determines whether the
nature of its promise is a performance obligation to provide the specified goods or services itself (i.e. the Company
is a principal) or to arrange for the other party to provide those goods or services (i.e. the Company is an agent).

The Company is a principal if it controls a promised good or service before the entity transfers the good or service
to a customer. However, the Company is not necessarily acting as a principal if it obtains legal title of a product only
momentarily before legal title is transferred to a customer. The Company is a principal in a contract may satisfy a
performance obligation by itself or it may engage another party (for example, a subcontractor) to satisfy some or all
of a performance obligation on its behalf. When the Company that is a principal satisfies a performance obligation,
it recognises revenue in the gross amount of consideration to which it expects to be entitled in exchange for those
goods or services transferred.

The Company is an agent if its performance obligation is to arrange for the provision of goods or services by another
party. When the Company that is an agent satisfies a performance obligation, it recognises revenue in the amount
of any fee or commission to which it expects to be entitled in exchange for arranging for the other party to provide
its goods or services. The Company's fee or commission might be the net amount of consideration that the Company
retains after paying the other party the consideration received in exchange for the goods or services to be provided
by that party.

4.23.2 Interest

Interest income is recognized as the interest accrues (using the effective interest rate), unless receipt thereof is
doubtful.

4.23.3 Dividends

Dividends are recognized upon determination of the shareholders' right to receive them.

4.24 Income tax

Current corporate income tax liabilities are calculated in accordance with Polish tax regulations.

For financial reporting purposes, deferred tax is recognized using the liability method in respect of all temporary
differences as at the balance sheet date between the tax bases of assets and liabilities and their carrying amounts
disclosed in the financial statements.

reserve for deferred tax is expressed in relation to all positive transitional differences:

- except when the deferred tax liability arises as a result of the initial recognition of goodwill or initial recognition
of an asset or liability on a transaction other than a business combination and does not affect gross profit or
taxable income/tax loss and

- in respect of taxable temporary differences associated with investments in subsidiaries or associates and
interests in joint ventures — except where the timing of the reversal of the temporary differences can be controlled
by the investor and it is probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences and unused tax assets or unused tax
losses carried forward to subsequent years, in such an amount that it is probable that the taxable profit achieved
will be sufficient to take advantage of the above differences, assets and losses:

- except when deferred tax assets related to deductible temporary differences arise as a result of the initial
recognition of an asset or liability on a transaction other than a business combination and do not affect gross
profit or taxable income or tax loss and

- in respect of deductible temporary differences arising from investments in subsidiaries or associates and
interests in joint ventures, the deferred tax asset is recognized in the statement of financial position only in the
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amount in which it is probable that the above temporary differences will reverse in the foreseeable future, and
the taxable income achieved will allow for deduction of deductible temporary differences.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and reduced to the extent that
it is no longer probable that taxable income sufficient for a partial or full realization of the deferred income tax asset
will be achieved.

Deferred tax assets and provisions for deferred tax liabilities are measured using the tax rates that are expected to
apply in the period when the asset is to be realized or the liability is to be settled, based on tax rates (and tax
regulations) in force as at the balance sheet date or those whose future application is certain as at the balance
sheet date.

Deferred tax assets are offset against the provisions for deferred tax liabilities if, and only if, the business unit has
a legally enforceable right to offset such liabilities and they are levied by the same taxation authority.

The income tax on items registered outside profit and loss is recorded outside profit and loss: in other total income
for items included in other total income or directly in the equity for items included directly in the equity.

The provisions concerning the value added tax, corporate income tax, personal income tax, or social security
contributions are subject to frequent changes, and thus there is often no reference to the established regulations or
legal precedents. The provisions in force also contain uncertainties, resulting in differences in opinions as to the
legal interpretation of tax regulations both between government bodies and between business entities and
government bodies. Tax settlements and other settlements (e.g. customs or foreign exchange) may be inspected
by the authorities, which are entitled to impose severe fines, and the additional liabilities determined as a result of
inspections must be paid together with high interest. These circumstances cause that tax risk in Poland is higher
than in countries with more developed tax systems. Tax settlements may be subject to inspection for a period of
five years. As a result, the amounts disclosed in the financial statements may change at a later date after the final
decision of the tax authorities.

4.25 Government grants

The Company takes advantage of funding under the projects co-financed by European Union. The funding is
presented as deferred income, and as the cost associated therewith are incurred, these adjust the amount of costs
that the grants are intended to compensate. A government grant that becomes receivable as compensation for
costs already incurred or loss or is awarded to a business entity with the aim of providing immediate financial
support, with no future related costs, is recognized as a reduction of costs in the period in which it becomes payable.

4.26 Net profit (loss) per share

Net profit (loss) per share for each period is calculated by dividing the net profit (loss) for this period by the weighted
average number of shares in the reporting period.

4.27 Changes in the applied accounting principles

The accounting principles (policies) applied in the preparation of the financial statements are consistent with those
applied in the preparation of the financial statements of the Company for the year ended 31 December 2017, except
for the accounting principles related to entry into force of IFRS 9 and IFRS 15 as of 01/01/2018, which have been
described in Notes 4.13 and 4.23.1.

In connection with the application of IFRS 15, the following item designations have been changed in the separate
statement of financial position:

Previous designation Current designation
Accruals from valuation of contracts (gross amounts due
from customers under construction contracts)

Accruals from valuation of contracts (gross amounts due to
the ordering parties under construction contracts)

Assets arising from construction contracts

Liabilities arising from construction contracts

In these financial statements, the following new and amended standards and interpretations, which came into force
on or after 01 January 2018, have been applied for the first time:

Standards, amendments, interpretations and clarifications to the standards applied for the first time in
2018

- IFRS 9 “Financial Instruments”,
- IFRS 15 “Revenue from Contracts with Customers”,
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- Amendments to IFRS 4 “Insurance Contracts” — Taking into account changes introduced by IFRS 9 “Financial
Instruments”,

- IFRS 15 “Revenue from Contracts with Customers”

- - Amendments to IFRS 2 “Share-based payment” — Classification and measurement of share-based payment
transactions.

- Amendments to IAS 40 “Investment Property” — Transfers of investment property to other groups of assets,

— Improvements to IFRS (2014-2016 cycle) — The primary objective of amendments to IFRS 1, IAS 28 and IFRS
12 is to remove inconsistencies and clarify wording.

Standards and interpretations which have already bee n published and approved by the EU, but have not
yet entered into force

When approving these condensed interim separate financial statements, the Company did not apply the following
standards, amendments to standards and interpretations that have been published and approved for use in the EU,
but have not yet entered into force:

- IFRS 16 “Leases” (effective for annual periods beginning on or after 01 January 2019),

- IFRIC 23 “Uncertainty over income tax treatments” (effective for annual periods beginning on or after 01 January
2019),

- Amendments to IAS 9 “Financial Instruments” — Prepayment Features with Negative Compensation (effective
for annual periods beginning on or after 01 January 2019),

- Amendments to IAS 28 “Investments in Associates and Joint Ventures” — Determination of the scope of
application for long-term interests in associates and joint ventures (effective for annual periods beginning on or
after 01 January 2019).

The impact of IFRS 16 “Leases” is presented in Note 4.28.
Standards and interpretations that have been approve  d by IASB, but have not yet been approved by the EU

IFRSs, as adopted by the EU, do not differ from the regulations adopted by the 1ASB, except for the following
standards, amendments to standards and interpretations, which as at the date of approval of these statements have
not yet been approved for use:

- IFRS 17 “Insurance Contracts” (effective for annual periods beginning on or after 01 January 2021),

- Amendments to IFRS 10 “Consolidated Financial Statements" and IAS 28 “Investments in Associates and Joint
Ventures” — Sales or transfers of assets between the investor and the associate or joint venture (no effective
date has been scheduled).

- Amendments to IAS 19 “Employee Benefits” — Plan Amendment, Curtailment or Settlement (effective for annual
periods beginning on or after 01 January 2019).

- Amendments to various standards, Improvements to IFRSs (2015-2017) — Changes in the procedures for
annual improvements to IFRS (IFRS 3, IFRS 11, IAS 12 and IFRS 23) primarily with a view to removing
inconsistencies and clarifying wording (effective for annual periods beginning on or after 01 January 2019),

- Amendments to IFRS 3 “Business Combinations” (effective for annual periods beginning on 01 January 2020),

- Amendments to IAS 1 “Presentation of Financial Statements” and IAS 8 “Accounting Policies, Changes in
Accounting Estimates and Errors” (effective for annual periods beginning on 01 January 2020),

The Company does not expect the new standards or amendments to the existing standards to have a significant
impact on its statements.

4.28 International Financial Reporting Standard 16 “Leases” (effective for annual periods beginning on or after 01

January 2019)

The standard introduces new guidelines to assess whether the contract is or contains a lease based on the right to
control the use of an identified asset. IFRS 16 removes the classification of operating leases and finance leases in
accordance with IAS 17 and introduces a single model for the accounting for leases by the lessee, which
substantially complies with the model used for finance lease. The Lessee shall be required to recognize: (a) assets
and liabilities for all leases entered into for a period of over 12 months, except when the asset is of low value; and
(b) depreciation of leased assets separately from the interest on the lease liability in the profit and loss account.
IFRS 16 in significant part repeats the regulations of IAS 17 concerning the accounting treatment of leases by the
lessor. As a result, the lessor continues to classify leases as operating leases and finance leases, and differentiates
the accounting treatment as appropriate.

The implementation of IFRS 16 will have a significant impact on the lease assets and liabilities recognized by the
Company. According to the preliminary assessment, all the currently concluded operating leases under which the
Company is a lessee meet the definition of lease in accordance with IFRS 16, which will in particular result in the
recognition of lease liabilities and assets related to the right to use the leased asset. The estimated amount of
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assets and liabilities that will have to be additionally recognized in the statement of financial position is the value of
the minimum payments under non-cancellable leases, as presented in Note 30.2. In addition, the Company owns
the right of perpetual usufruct of land: in Warsaw at ul. Krakowiakéw, which, in accordance with the provisions of
IFRS 16, also meets the definition of lease and has concluded lease agreements that meet the definition of lease.

Preliminary calculations related to this standard indicate that the following balance sheet items in the report for the
reporting period, beginning on 01/01/2019, will increase after applying this standard:

fixed assets (long-term) by the amount of PLN 14,535 thousand;
assets held for trading by the amount of PLN 12,531 thousand;
long-term liabilities by the amount of PLN 10,859 thousand,;
short-term liabilities by the amount of PLN 16,207 thousand.

5. Reporting by market segment

The Company is organised and managed by segment, as appropriate for the types of products offered.
The following tables presented the data from the profit and loss account for each of the Company's reportable
segments for the periods of 12 months ended 31 December 2018 and 31 December 2017.

The following segments exist within continuing business:

1. The engineering/industrial segment, which includes activities related to the construction of roads and bridges as
well as industrial facilities and infrastructure.

2. The general construction segment, which includes activities connected with constructing residential buildings and
public utilities.

Unallocated revenue and costs relate to other manufacturing and service activities and administrative costs.

Profit and loss account for individual reporting segments:

Continuing operations

12-month period ended Engineering General Unallocated
31 December 2018 and industrial construction revenue. casts Total
segment segment '
Sales revenue
Sales to external customers 349,113 439,595 1,618 790,326
Sales between segments 0 0 0 0
Total revenue from segment 349,113 439,595 1,618 790,326

Profit (loss)

Profit (loss) of the segment (taking into account

other operating revenue and costs) 39,995 -10,232 -3,975 25,788
(L:J(;lsatlloofc:a;(leedsgzosts (administrative expenses and ) ) 49,271 49,271
Profit (loss) on operating activities 39,995 -10,232 -53,246 -23,483
Financial revenue 4,441 4 6,180 10,625
Financing costs 2,703 95 15,375 18,173
Gross profit (loss) 41,733 -10,323 -62,441 -31,031
Income tax 7,169 7,169
Net profit (loss) on continuing operations 41,733 -10,323 -69,610 -38,200
Discontinued operations 0
Net profit (loss) 41,733 -10,323 -69,610 -38,200
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Continuing operations
12-month period ended i i
31 December 2017 i moustial | construetion Unallocated Total
segment segment revenue, costs

Sales revenue

Sales to external customers 542,655 337,543 1,556 881,754
Sales between segments 0 0 0 0
Total revenue from segment 542,655 337,543 1,556 881,75