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1 Business Environment

11 General market conditions

Despite a difficult and unstable situation on international markets and geopolitical conflicts, last year was successful for the
Polish economy. In 2015, Poland experienced slightly accelerated economic growth. In accordance with the initial estimates
provided by the Central Statistical Office (GUS), the gross domestic product (GDP) increased 3.6 per cent annually in
comparison with 3.3 per cent in the previous year. The GDP growth was most positively affected by domestic demand (+3.4 per
cent against 2014). Unlike in the previous year, foreign demand (net exports) had a positive impact on the GDP. In 2015, gross
added value in the domestic economy grew 3.4 per cent in comparison with 2014, while a year before it grew 3.3 per cent. This
good result is to a great extent attributable to the industry and construction sectors, where, according to initial estimates, gross
added value increased, respectively, by 5.4 per cent and 4.4 per cent against the previous year. Another positive movement is
the fall in the unemployment rate by 1.6 percentage points from 11.4 per cent in December 2014 to 9.8 per cent at the end of
2015.

Improvement in sentiments on the construction market were reflected in the general trends ratio throughout the construction
industry; despite the fact that it still remains negative, the ratio values were higher than in 2014. An increase in investments
measured with gross capital expenditures on fixed assets (growth by 6.1 per cent in comparison with the previous year) and the
value of tenders awarded in the road construction segment which has increased as compared to 2014 were undoubtedly of
significance for the future market perspectives.

In 2015, construction and assembly production increased by 2.3 per cent on a year to year basis (in current values) against
2.6 per cent in 2014. The main driving force for the construction industry in 2015 were both the residential construction segment
and the infrastructural construction segment, where transmission and railway engineering played key roles. The growth of the
infrastructural construction segment was constrained by a drop in construction and assembly production in the sector of
hydraulic structures (drop in production by 25.7 per cent as compared to 2014).

In 2015, the structure of construction and assembly production did not change significantly from the previous year. The largest
share in the construction and assembly production is still held by civil and water engineering facilities (54 per cent in total
construction and assembly production, unchanged from the previous year). At the same time, the share of residential
construction increased by 1 percentage point from 13 per cent in 2014 to 14 per cent in 2015.

2015 was characterised by a continued decline in prices of construction and assembly production. Between January and
December 2015, prices declined by 0.5 per cent, while in 2014 they dropped by 1.2 per cent as compared to 2013.

After decreasing for two consecutive years, in 2015 the number of flats completed and put to use increased and amounted to
147.7 thousand (an increase by 3.2 per cent in comparison with 2014). Good economic situation is supported by the number of
flats whose construction was started (an increase by 13.7 per cent annually to the level of 168.4 thousand), similar to the
number of issued construction permits (growth by 20.5 per cent annually to the level of 188.8 thousand). The government
programme “Flat for Young People” (Mieszkanie dla Miodych, MdM) and the record-low interest rates making the financing
relatively cheap and, at the same time, the unattractive interest on bank deposits caused a clear revival on the development
market. The above factors combined with developers’ offers that are tailor-made to the preferences and buying capacity of the
customers, as well as the stabilisation of flat prices made 2015 probably the best year in history for the development industry in
terms of the number of pre-booked flats. In the six largest residential markets in Poland (Warsaw, Krakéw, Wroctaw, Tri-City,
Poznan and t6dz), approx. 51.8 thousand dwellings were sold in 2015 by developers (by 20 per cent more than in 2014).

12 Market development perspectives

2015 was the second consecutive year of growth in construction and assembly production. The upward trend will probably
continue in 2016 and in subsequent years. Awarding of new tenders for contracts co-financed from the budget of the European
Union within the framework of the new financial perspective for 2014-2020 and drawing lessons from the manner of spending
funds provided for in the previous EU financial perspective for 2007-2013 will be of key importance here. It is the smart use of
European funds that will determine the dynamics and paths of Polish construction industry development in the years to come.
The total amount of funds planned for the member states in the financial perspective for 2014-2020 for the cohesion policy will
reach approximately EUR 350 billion. Poland will benefit the most from the EU funds; the country can count on total support
amounting to EUR 82.5 billion, as compared to 68 billion assigned to Poland in the previous 2007-2013 perspective. Still, the
largest programme will be the Infrastructure and Environment Operational Programme with allocation at the level of
EUR 27.4 billion. The priorities of the programme include a low carbon economy, environmental protection, and development of
Polish technical infrastructure and energy security. In accordance with the content of the Programme, which was accepted by
the European Commission in December 2014, it may be expected that most of the funds will go to undertakings related to
transport, i.e. roads, railways, public transport in cities, air and sea transport (planned allocation levels at approx.
EUR 19.8 billion). The above will be followed by: the environmental protection sector (EUR 3.5 billion) and power industry
(EUR 2.8 hillion). The key beneficiaries are to include public entities, including local authority units and business undertakings,
in particular large companies.

In accordance with the provisions of the Act on State Budgets, the real increase in GDP in 2016 should be 3.8 per cent, and the
yearly average inflation rate — 1.7 per cent. The unemployment rate at the end of 2016 is projected to be 9.7 per cent.
Construction market development perspectives for 2016 are stable with a slight growth perspective. In 2017-2019 we should
expect much more rapid growth due to the accumulation of construction works based on the contracts co-financed from the new
EU perspective.

New priorities and challenges are currently being defined in the roads segment. The “National Road Construction Programme
for 2014-2020, with perspective until 2025” (Program Budowy Drég Krajowych, PBDK), approved in September 2015, provides
that as part of tasks defined in appendix 1 to the PBDK, the amount spent on the project will be PLN 107.1 billion. In comparison
with the draft version of PBDK published in December 2014, the amount of capital expenditure provided for in the programme
increased by approx. PLN 14 billion. The new financing plan for road investments also covers a wider scope of investment
tasks.
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As compared to the document from December 2014, the idea of assigning particular investment tasks to two separate lists (a
basic list and a reserve list) was given up and replaced with a single list of priority projects. In effect, the final list of investment
projects comprises tasks with a total length of 4 783 kilometres, as compared to 3 005 kilometres covered by the draft version of
the programme from 2014 (including 2 228 kilometres on the basic list and 777 kilometres on the reserve list). In accordance
with information provided by the heads of the Ministry of Infrastructure and Construction in January 2016, completion of the
entire material scope of PBDK requires the amount of PLN 198 billion. Between 2013 and 2015, the General Directorate for
National Roads and Motorways (Generalna Dyrekcja Drég Krajowych i Autostrad — GDDKIiA) announced tenders under PBDK
for tasks with a total length of approx. 1 985 kilometres, among which approx. 70 per cent of the contracts will be executed in
the design & build formula. The gross value of bids opened by GDDKIiA under PBDK in 2014-2015 amounted to
PLN 39.3 billion. The estimated utilisation of the current budget of the programme has exceeded 36 per cent (as at the end of
2015). In material terms, the bids opened cover the implementation of 93 tasks with a total length of approx. 1 310 kilometres.
As at the end of January 2016, GDDKIA is conducting tender procedures under PBDK for sections with a total length of
675 kilometres.

The standard list of risk factors of the road infrastructural construction market, which includes uncertainty associated with the
prices of raw materials, construction materials and costs of subcontractors, is being extended by the execution of contracts in
the design & build formula. Furthermore, there is a high risk of an accumulation of works in 2017-2019, which may result in
difficulties with the mobilisation of sufficient capital, human and material resources.

Investments in the railway infrastructural sector did not gain the momentum assumed in the Multi-year Railway Investment Plan
by 2015, which covered tasks with a total value of PLN 46.5 billion. Between 2011 and 2015, PKP Polskie Linie Kolejowe SA
(PKP PLK) spent only approx. 50 per cent of funds projected in the programme. The effectiveness of spending EU funds
allocated to PKP PLK under the EU perspective for 2007-2013 was below expectations. Out of PLN 16 billion allocated to
railway investments, only PLN 13.4 billion was used by PKP PLK in accordance with the intended purpose.

Despite numerous problems, prospects for the railway construction are relatively positive. In September 2015, the government
adopted the “National Railway Programme until 2023 (Krajowy Program Kolejowy, KPK). In accordance with the programme
financing plan, between 2015 and 2023 PKP PLK will implement projects with a value of PLN 67.5 billion allocated to 197
investment tasks included in the basic list of the programme. Additionally, the reserve list includes 70 projects with a value of
PLN 27.4 hillion, the execution of which depends on potential savings generated in the course of the implementation of KPK. In
2015, PKP PLK announced tenders with an all-time high value of approx. PLN 16 billion. At present (end of January 2016), two-
step tender proceedings are being conducted for 20 contracts with an estimated value of PLN 12-15 billion. Despite the relative
progress, significant tenders within the framework of the new financial perspective are not awarded effectively enough. As
announced by PKP PLK, tenders announced in 2016 will be of a lower value (approx. PLN 5 billion). Risk factors of the railway
infrastructural construction market are the same as risk factors relating to the roads market, except that the accumulation of
works is expected later, i.e. in 2018-2020.

In the face of numerous organisational problems in announcing tenders and coordinating investments, the railway infrastructure
manager decided to implement a plan aimed at setting the process of executing the announced programmes in order. PKP PLK
announced, among other things, most of the tenders in a two-step formula with pre-qualification, pre-financing, payment for
materials used on construction sites, partial payments to contractors, monitoring of the course of an investment and coordinating
it with timetables, as well as a tenfold increase in the number of inspections of investment implementation quality. This is to
allow for better utilisation of EU funds and avoiding mistakes made when spending the funds from the EU financial perspective
for 2007-2013.

The power engineering segment will probably maintain a good growth rate owing to large construction projects for several power
units which were launched almost at the same time. The Energy Regulatory Office estimates that in 2015-2028, approx. 18 GW
of new capacity will be completed and put to use, which will be accompanied by the decommissioning of generation units with a
capacity of approx. 6 GW. And even though the largest contracts have already been awarded, several major investments in the
broadly understood conventional power engineering sector are still in planning or tenders. In accordance with the development
plan for 2016-2023 published by Polskie Sieci Elektroenergetyczne (PSE), the currently implemented large investments in new
power units will provide capacity to meet the market demand only until 2021. PSE recommends launching new investments with
a total capacity of 2.0-2.5 GW. Additionally, the market of renewable energy sources, in particular wind energy, will gain in
importance. The key issue here will be to stabilise regulations, which will be achieved through a new act on renewable energy
sources whose entry into force is scheduled for July 2016. At the same time, in recent years 6 tenders for the construction of
waste incineration plants were awarded in the market of thermal conversion of municipal waste. Some of these plants were put
into operation at the end of 2015 while others are expected to be commissioned in 2016. Over the next few years, several
additional facilities are planned to be constructed in, among other cities, Gdansk, Warsaw and Olsztyn.

It seems that the electrical power and gas transfer and distribution market is enjoying a stable outlook. In 2015, the act on the
preparation and implementation of strategic investment in transmission grids entered into force. This act will facilitate the
implementation of 23 strategic investments in electricity infrastructure by removing significant difficulties related to the method of
acquiring titles to real property where the investment is located, as well as to procedures and the manner of issuing necessary
administrative decisions. 2016 may bring a further increase in the number of investments in development companies. The
largest market players have announced a similar or slightly higher level of flat pre-booking in 2016 in comparison with 2015.
However, keeping up a comparable number of transactions may be challenging. The biggest players carrying on business in
large cities in Poland whose offers are adapted to market expectations have probably the best chances for further growth.
Factors that may positively influence the market in 2016 will probably include: interest in the MdM programme and persistently
low interest rates. On the other hand, an increase in the minimum downpayment in mortgage loans (from 10 per cent to 15 per
cent) and the new bank tax may cause loans to be less available for some customers, thus impeding market growth.

The opportunity of the further development of the construction market may also be based on the public-private partnership
(PPP) formula. PPP is still applied in Poland to a very limited degree, usually with respect to small projects. Small successes
provide a reason to be satisfied when they build a set of best practices and reliable solutions acceptable for public entities,
private partners and the banking sector; unfortunately there are still too few of them.
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2 Current activities and development perspectives for the Company

2.1 Basic information about the Company
The main area of business activities of Budimex SA is rendering construction and assembly services, development activities and
rendering management and advisory services to other companies in the Budimex Group. The execution by Budimex SA of
advisory, management and financial functions serves to:

. ensure a quick flow of information across the Group,

. strengthen the efficiency of cash and financial management of individual companies,

. strengthen the market position of the Group as a whole.

As at 31 December 2015, Budimex SA had the following branches:
e  General Construction North Branch in Poznan, ul. Wotowska 92A,
e  General Construction South Branch in Krakéw, ul. Ujastek 7,
e  General Construction East Branch in Warsaw, ul. Stawki 40,
e Infrastructure North Branch in Warsaw, ul. Stawki 40,
e Infrastructure South Branch in Krakéw, ul. Ujastek 7,
e Infrastructure West Branch in Wroctaw, ul. Mokronoska 2,
e Industrial and Railway Branch in Warsaw, ul. Stawki 40,
e  Equipment Services Branch in Pruszkéw, ul. Przejazdowa 24,
e Branch in Rzeszéw, ul. Stowackiego 24,
e Branch in Poznan, ul. Wotowska 92A,
e Budimex SA Zweigniederlassung Koéln, Pferdmengesstr. 5, Cologne.

2.2 Structure of sales at Budimex SA

Sales of construction and assembly services

In 2015, sales revenue from the construction and assembly services of the Company increased by 5.0 per cent when compared
to 2014. Sales in the infrastructural construction segment decreased by 6.8 per cent (from PLN 2 669 million in 2014 to PLN 2
487 million in 2015) and in the building objects segment sales increased by 22.1 per cent (from PLN 1 848 million in 2014 to
PLN 2 256 million in 2015). As far as the building objects segment is concerned, sales increased both in the case of non-
residential construction (by 12.6 per cent) and residential construction (by 73.4 per cent).

The sales structure by individual segments of the construction market is presented in the table below:

Sales value
Type of construction 2015 2014
PLN million % PLN million %
Civil engineering (infrastructure) 2487 52.4% 2669 59.1%
General construction, of which: 2256 47.6% 1848 40.9%
- non-residential buildings 1755 37.0% 1559 34.5%
- residential buildings 501 10.6% 289 6.4%
Total sales of construction and assembly services 4743 100.0% 4517 100.0%

Development activities and property management

In 2015, revenues from sales of development activities and property management amounted to PLN 1 815 thousand, while in
2014 it was PLN 3 873 thousand. The downward trend in sales is related to the phasing out of the Company’s activities in this
segment. The leading entity carrying out development activities within the Budimex Group is a subsidiary — Budimex
Nieruchomosci Sp. z o.0.
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Major construction contracts concluded by the Company in the year 2015:

Contract date

2015-10-09

2015-06-15

2015-02-27

2015-09-29

2015-09-22

2015-09-29

2015-09-22

2015-10-05

2015-09-16

2015-10-20

2015-02-24

2015-06-30

2015-12-09

2015-07-06

2015-09-10

2015-10-07

2015-06-01

2015-05-29

2015-09-24

Contract value
allocated
to Budimex SA

1281621

1071708

638 664

279 602

254 980

243 459

234 616

206 500

190 672

157 962

96 477

68 690

64 500

61 000

56 493

53 677

53 423

53 222

46 967

Customer

General Directorate for
National Roads and
Motorways
branch in Gdansk

General Directorate for
National Roads and
Motorways
branch in Olsztyn
General Directorate for
National Roads and
Motorways
branch in Wroctaw
General Directorate for
National Roads and
Motorways
branch in Szczecin

General Directorate for
National Roads and
Motorways
branch in Lublin

General Directorate for
National Roads and
Motorways
branch in Biatystok

General Directorate for
National Roads and
Motorways
branch in Lublin

General Directorate for
National Roads and
Motorways
branch in Szczecin

PKP Polskie Linie
Kolejowe SA

General Directorate for
National Roads and
Motorways
branch in Zielona Géra
Mazowiecki Szpital
Wojewddzki
Drewnica Sp. z 0.0.
Poznanskie Inwestycje
Miejskie Sp. z 0.0. acting on
behalf and for the City of
Poznan and Aquanet SA

Bouygues Immobilier
Polska Sp. z 0.0.

mLocum SA

Eqlibrium Sp. z 0.0.

General Directorate for
National Roads and
Motorways
branch in Opole

Dune B Sp. z o.0.

Spx Flow Technology
Poland Sp. z 0.0.

1% Military Research Hospital
and Polyclinic, Independent
Public Health Care Unit
in Lublin

Type of construction

Construction of the S7 road Gdansk (A1) — Elblag (S22) section
Koszwaty
(DK No. 7, Koszwaty junction) — Elblagg (with Kazimierzowo
junction).

Task 2: Nowy Dwér Gdanski-Kazimierzowo
Construction of S7 expressway within the section from Mitomtyn to
Olsztynek, subsection Ostroda Pétnoc — Ostréda Potudnie along S7
road with the construction of a bypass for the city of Ostréda along
national road No 16 (subsection “B”)

Design and construction of S3 expressway Nowa So¢l — Legnica
(A4), task V from Lubin Potudnie junction (excluding the junction)
Legnica Il junction (A4)

Design and construction of S6 expressway within the section from
Goleniéw to Nowogard (S3, “Goleniéw Pétnoc” junction)
/including the junction/ — start of the bypass for the city of
Nowogard)

Design and construction of S17 Garwolin — Kuréw expressway
within the section from Garwolin (end of bypass) to the border of
Mazowieckie and Lubelskie provinces, divided into 2 parts:

Part No. 2: within the section from Gonczyce (end of the bypass) to
the border of Mazowieckie and Lubelskie provinces from approx. km
62+200 to approx. km 75+212

Design and construction of a bypass for the city of Suwatki along
S61 expressway — Section A and Section B

Design and construction of S17 Garwolin — Kuréw expressway
within the section from Garwolin (end of bypass) to the border of
Mazowieckie and Lubelskie provinces, divided into 2 parts:
Part No. 1: within the section from Garwolin (end of the bypass) to
Gonczyce (end of the bypass) from approx. km 49+973 to approx.
km 62+200

Design and construction of S6 expressway within the section from
the end of the bypass for the city of Ptoty — “Kietpino” junction
(including junction)

Performance of construction works within the project under
Operational Programme Infrastructure and Environment 7.1-55
“Construction of the Krakéw Zabtocie — Krakéw Krzemionki railway
connection”

Construction of the second roadway on S3 expressway within the
section from
Sulechéw to Nowa Sol:
second section from km 286+043 to km 299+350

Construction of Mazovian Provincial Hospital
Drewnica

Construction and expansion of roads for the purposes of investment
in Mixed Municipal Waste Residues Fraction Incineration System
(ITPOK)

Construction of a residential and commercial complex “ESPACE”
(Buildings C and D) in Warsaw Wilandéw at the junction of O$
Krolewska and
Al. Rzeczypospolitej.

Construction of a housing estate in
Lodz at ul. Lakowa 23/25.

Construction of the Equilibrium office building with its external
infrastructure at ul. Jana Kazimierza, Jan Ordon corner in Warsaw

Construction of a bypass for the city of Kgpno
along S11 expressway — Section |

Construction of the Dune B residential building with services and a
car park together with necessary technical infrastructure
in Mielno at ul. Pionieréw 18

Construction of a production hall in Bydgoszcz

Construction of a new hospital building intended for the central
operating theatre with facilities, hospital wards and a helipad, as
well as an extension of the main hospital building and changing the
roof structure
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LC Corp Invest XVII Construction of stage Il (building B) of the office complex

2015-04-10 44 797 Sp. 2 0.0. Projekt 20 Sp. k. Rozdzienskiego” in thowwe _at Al. Rozdzienskiego together with
internal infrastructure.
2015-09-15 44212 Reglonal C’o’urt Completion of the conlstrL.Jctlon of the bundln’g’ of the Regional and
in Zamos$¢ District Courts in Zamos$¢
Delivery and assembly of a denitrification plant and modernisation of
2015-01-09 32275 PGNIG Termika SA the desulfurisation plant for the K2 boiler

at EC Siekierki in Warsaw

2.3 Geographic structure of sales at Budimex SA in 2015
The main markets on which Budimex SA operates are:

. Poland
. Germany

The geographical structure of revenues from sales in 2015 is as follows:

Germany
3%

Poland
97%

24 Construction activities on the German market

In 2015, mainly workshop services were rendered on the German market. Sales revenues in Germany amounted to
PLN 152 302 thousand and were PLN 21 713 thousand, i.e. 16.6 per cent higher compared to 2014. The increase was reported
both in the case of metal-related works and prefabrication works. Gross margin on sales remained at 18.8 per cent,
as compared to 20.0 per cent reported in 2014. Owing to higher revenues from sales and comparable level of gross profit
margin, operating profit for 2015 was PLN 17 228 thousand, i.e. 21.7 per cent more than in 2014. This was due mainly to lower
costs of impairment write-downs on receivables charged to other operating costs.

25 Development perspectives for the Company in the forthcoming year

Next year the Company will continue to operate in all major sectors of the construction market in Poland, as well as on the
German market. In 2015, the General Directorate for National Roads and Motorways continued announcing and awarding
infrastructural contracts co-financed with EU funds for 2014-2020, which translated into the continued growth of the order
portfolio. The investment process will be continued, which should ensure further orders in 2016-2017. Besides, the Company
also plans to win contracts in the building objects, energy and hydraulic engineering construction segments.

In 2015, Budimex SA signed construction contracts for a total value of PLN 6 979 million (with annexes). The value of the order
portfolio as at 31 December 2015 amounted to PLN 8 292 million.

The structure of the order portfolio as at 31 December 2015 is as follows:
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Industrial
construction
10%
Non-residential
segment
11%
) . Infrastructure
Residential 66%
segment
11%

Railway segment
2%

2.6 Evaluation of investment project feasibility

In 2015, Budimex SA plans to incur capital expenditure of approximately PLN 63 million. The outlays will be made mainly on
construction machines and IT solutions. Capital expenditure will be financed from own funds and from external sources of
finance.

2.7 Risk factors

During the course of its business activities, the Company is exposed to various types of financial risk: currency risk, interest rate
risk, price risk, credit risk and loss of liquidity risk.

The inherent risk of any business activity is the credit risk of business partners. Despite implementing restrictive debt control
procedures in the Company, the risk of investor insolvency has not been eliminated. Delays in the timely repayment of debt may
have adverse effects on the financial results of the Company and may require that receivables write-downs be recognised or
that current business be financed through external borrowings.

Information concerning the financial risk management objectives and policies adopted by the Company is presented in the
financial statements for the year ended 31 December 2015 (note 7).

Construction contracts are executed under specific technical and economic conditions which have an effect on the level of
realised margin. The Company monitors technical, organisational, legal and financial risks related to the planning and progress
of contract work. Despite control and preventive measures undertaken with respect to general risks (credit, currency and third
party liability risks), it is possible that certain factors will occur that will result in contracts being performed with lower margins
than initially planned. Such factors may include:

* increases in prices of construction materials, energy and oil derivatives,

* increases in costs of subcontractor services,

* increases in employment costs,

« delays in timely performance or insufficient quality of subcontracted works,
» delays in obtaining relevant administrative decisions,

» changes in the scope of work or technologies as agreed in the contracts,

» unfavourable weather or land conditions.

2.8 Procurement source changes

In 2015, there were no significant changes in the procurement sources for construction sites. None of the suppliers of raw
materials or services exceeded 10 per cent of the Company’s sales.

3 Financial Position

3.1 Key economic and financial data of the Company

The financial situation of the Company in 2015 is characterised by selected items disclosed in the Statement of Financial
Position and Profit and Loss Account (as below, together with the 2014 comparative data).

Statement of financial position of Budimex SA

The main items of the Company Statement of Financial Position as at 31 December 2015, compared to 31 December 2014, are
presented in the table below:
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ASSETS 31.12.2015 31.12.2014 Change Change %
Non-current assets 1316 650 1199 133 117 517 9.80%
Property, plant and equipment 61 821 58 028 3793 6.54%
Investment properties 3888 3963 (75) -1.89%
Intangible assets 3761 3946 (185) -4.69%
Investments in subsidiaries 724 323 712 940 11 383 1.60%
Investments in associates 61 246 19775 41 471 209.71%
Investments in other entities 6 597 6417 180 2.81%
Other financial assets 6 666 5908 758 12.83%
Trade and other receivables 11120 6513 4 607 70.74%
Retentions for construction contracts 35404 35616 (212) -0.60%
Deferred tax assets 401 824 346 027 55 797 16.13%
Current assets 2 625013 2 115 395 509 618 24.09%
Inventories 79 329 55 545 23784 42.82%
Trade and other receivables 379 325 433 519 (54 194) -12.50%
Retentions for construction contracts 25 649 20 044 5 605 27.96%
Amounts due and receivable from customers under construction 155 241 165 648
contracts (10 407) -6.28%
Other financial assets 2333 34 488 (32 155) -93.24%
Cash and cash equivalents 1983 136 1403 970 579 166 41.25%
2625013 2113214 511 799 24.22%
Non-current assets (disposal groups) classified as held for sale - 2181 (2 181) -100.00%
TOTAL ASSETS 3941 663 3314528 627 135 18.92%
EQUITY AND LIABILITIES 31.12.2015 31.12.2014 Change Change %
Issued capital 145 848 145 848 0 0.00%
Share premium 80 199 80 199 0 0.00%
Other reserves 53 909 59 520 (5 611) -9.43%
Foreign exchange differences on the translation of foreign operations 5630 5507 123 2.23%
Retained earnings/(losses) 208 753 150 926 57 827 38.31%
Total shareholders’ equity 494 339 442 000 52 339 11.84%
Liabilities 3447 324 2872528 574 796 20.01%
Long-term liabilities 366 594 337 566 29 028 8.60%
Loans, borrowings and other external sources of finance 11551 12313 (762) -6.19%
Retentions for construction contracts 196 185 165 288 30 897 18.69%
Provisions for non-current liabilities and other charges 153 495 154 125 (630) -0.41%
Retirement benefits and similar obligations 5 358 4 407 951 21.58%
Other financial liabilities 5 1433 (1428)  -99.65%
Current liabilities 3080 730 2534 962 545 768 21.53%
Loans, borrowings and other external sources of finance 18 382 20401 (2 019) -9.90%
Trade and other liabilities 1019 137 1030 106 (10 969) -1.06%
Retentions for construction contracts 158 641 191 520 (32879)  -17.17%
Amounts due and payable to customers under construction contracts 1229 015 910 183 318 832 35.03%
Deferred revenue 464 616 247 986 216 630 87.36%
Provisions for current liabilities and other charges 130 964 106 656 24 308 22.79%
Current tax liability 58 313 25 556 32 757 128.18%
Retirement benefits and similar obligations 926 992 (66) -6.65%
Other financial liabilities 736 1562 (826) -52.88%
TOTAL EQUITY AND LIABILITIES 3941 663 3314528 627 135 18.92%

As at 31 December 2015, the total assets increased by PLN 627 135 thousand as compared to 31 December 2014, and
amounted to PLN 3 941 663 thousand. Changes in the Statement of Financial Position were mainly related to the following

events:

Non-current assets:

Non-current assets: increase by PLN 117 517 thousand, which was mainly a result of the following events:
. an increase in the balance of deferred tax assets by PLN 55 797 thousand as a result of creating assets in the amount

of PLN 68 625 thousand and their utilisation in the amount of PLN 16 872 thousand as well as establishing a provision

in the amount of PLN 1 461 thousand and its utilisation of PLN 5 505 thousand,

. an increase in the balance of investments in associates by PLN 41 471 thousand, mainly as a result of a payment in

the amount of PLN 41 650 thousand made to increase the equity of the company FBSerwis SA,

. an increase in the balance of investments in subsidiaries by PLN 11 383 thousand, mainly due to the purchase of
shares in Elektromontaz-Poznan SA for a price of PLN 15 487 thousand,

. an increase in the balance of long-term trade and other receivables by PLN 4 607 thousand as a result in long-term
prepayments and deferred costs related to the costs of insurance and other costs of contracts settled over time.
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Current assets:
At the same time, the value of current assets increased by PLN 509 618 thousand, mainly as a result of the following events:

an increase in the balance of cash and cash equivalents by PLN 579 166 thousand,

a decrease in the balance of trade and other receivables by PLN 54 194 thousand, mainly as a result of a decrease in
trade receivables by PLN 53 350 thousand,

an increase in inventories by PLN 23 784 thousand, mainly as a result of the increased amount of materials in
warehouses,

a decrease in the balance of other financial assets by PLN 32 155 thousand, mainly as a result of a repayment of a
borrowing granted to a subsidiary, Budimex Budownictwo Sp. z 0.0., in the amount of PLN 14 674 thousand and the
repayment of a borrowing granted to an associated company, FBSerwis SA, in the amount of PLN 26 950 thousand,
with a simultaneous increase in the balance due to, among other things, the granting of borrowings to Budimex
Budownictwo Sp. z o0.0. in the amount of PLN 5 513 thousand and to FBSerwis SA in the amount of
PLN 2 450 thousand,

a decrease in amounts due and receivable from customers under construction contracts by the amount of
PLN 10 407 thousand, mainly as a result of an decrease in recognised sales adjustment over the invoiced sales in
comparison to the previous year, in relation to the estimation of long-term contracts in accordance with their
advancement level,

an increase in the balance of retentions for construction contracts received by PLN 5 605 thousand.

Equity and liabilities:
On the side of equity and liabilities, the most significant changes referred to:

an increase in current liabilities by PLN 545 768 thousand, mainly due to:

- an increase in amounts due and payable to customers under construction contracts by PLN 318 832 thousand,
which comprises an increase in the balance of provision for contract losses by PLN 182 430 thousand and an
increase in recognised sales adjustment over the invoiced sales in relation to the estimation of long-term contracts
in accordance with their advancement level by PLN 136 402 thousand,

- an increase in the balance of deferred revenue by PLN 216 630 thousand primarily in connection with the higher
value of advances received against performance of contracts,

- a decrease in the balance of retentions for construction contracts by PLN 32 879 thousand,

- a decrease in trade and other payables by the amount of PLN 10 969 thousand,

an increase in non-current liabilities by PLN 29 028 thousand, mainly due to:

- an increase in the balance of retentions for construction contracts by PLN 30 897 thousand,

- a decrease in the balance of other financial liabilities by PLN 1 428 thousand in relation to the valuation of

derivatives — FX forward.

Profit and Loss Account of Budimex SA

PROFIT AND LOSS ACCOUNT 31?112'921015 319112'?21014 Change Change %
r'“;;f:';ﬁ dogw'rsnhaetgr?;’lgds and services, goods for 4768675 4552765 215 910 4.74%
rCnc;?;rciJ;fsmslzng goods, services, goods for resale and raw (4355 182) (4 200 056) 155 126 3.69%
Gross profit on sales 413 493 352 709 60 784 17.23%
Selling expenses (11 157) (10 884) 273 2.51%
Administrative expenses (172 749) (161 892) 10 857 6.71%
Other operating income 52 201 57 479 (5 278) -9.18%
Other operating expenses (33978) (35 842) (1 864) -5.20%
Operating profit 247 810 201 570 46 240 22.94%
Finance income 43 668 27 490 16 178 58.85%
Finance costs (32 569) (33141) (572) -1.73%
Gross profit 258 909 195919 62 990 32.15%
Income tax (50 901) (39 850) 11 051 27.73%
Net profit for the period 208 008 156 069 51 939 33.28%

Within the twelve-month period of 2015, Budimex SA generated revenues from sales in the amount of PLN 4 768 675 thousand,
while in 2014 they amounted to PLN 4 552 765 thousand, i.e. a 4.74 per cent increase.

In 2015, gross profit on sales was PLN 413 493 thousand, while in the prior year it was PLN 352 709 thousand. The gross sales
profitability ratio for 2015 was therefore 8.67 per cent and was higher than in 2014, when it reached 7.75 per cent.

Pursuant to the adopted accounting principles, the Company creates provision for contract losses if the budgeted costs exceed
the total revenues under the agreement. In the subsequent periods, a part of the earlier created provision is reversed in
proportion to the percentage of contract completion, after taking into account the total negative margin on the entire contract. As
at 31 December 2014, the balance of the provision for contract losses amounted to PLN 446 996 thousand. In the twelve-month
period ended 31 December 2015, the balance of the provision for contract losses was increased by PLN 182 430 thousand.
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The selling expenses in 2015 increased by PLN 273 thousand in comparison to the previous year, while the general
administrative expenses grew by PLN 10 857 thousand. The share ratio of those expenses in the general sales amounted to
3.86 per cent in 2015 and 3.79 per cent in 2014.
Other operating income in the twelve-month period of 2015 amounted to PLN 52 201 thousand. That amount comprised mainly
received compensations and liquidated damages in the amount of PLN 14 647 thousand, revenues due to reversal of
receivables and retentions impairment write-downs in the amount of PLN 9 626 and a deduction of overdue liabilities in the
amount of PLN 3 682 thousand. At the same time, the Company dissolved provisions for litigation and compensations in the
total amount of PLN 4 658 thousand, as well as the restructuring provision in the amount of PLN 2 769 thousand. In 2015, profit
on disposal of non-financial non-current assets amounted to PLN 13 920 thousand and was higher than the profit generated in
2014 by PLN 12 428 thousand, mainly due to the sale of a plot of land with buildings with a profit of PLN 11 819 thousand (as at
31 December 2014, these assets were classified as held for sale).
In 2015, the Company recorded a gain on the valuation and realisation of FX Forward derivative financial instruments and FX
options in the amount of PLN 2 314 thousand.
Other operating expenses in the twelve-month period ended 31 December 2015 amounted to PLN 33 978 thousand, of which
PLN 11 991 thousand related to the value of created provision for litigation and expected contractual liabilities, while the
compensations and liquidated damages paid amounted to PLN 14 753 thousand. Moreover, the Company established
impairment write-downs for receivables in the amount of PLN 4 102 thousand and for inventories in the amount of
PLN 1 332 thousand.
In the twelve-month period of 2015, the Company reported a positive financial result of PLN 11 099 thousand. This was caused
primarily by dividend income of PLN 11 361 thousand, net interest income of PLN 27 911 thousand, gain on disposal of financial
asset of PLN 1 836 thousand, costs of discount of retentions for construction contracts — lower than in 2014 and amounting to
PLN 4 858 thousand, costs of bank commissions and guarantees — higher than in the previous year and amounting to
PLN 20 011 thousand, as well as costs or revaluation of financial assets of PLN 5 054 thousand.
At the end of 2015, the Company recorded gross profit of PLN 258 909 thousand.
Income tax for the 12 months of 2015 amounted to PLN 50 901 thousand, including:

+  current tax — PLN 106 595 thousand,

»  deferred tax — PLN (55 694) thousand.
In 2015, Budimex SA earned a net profit in the amount of PLN 208 008 thousand.

Cash flow statement

The balance of cash in bank accounts and at hand at the beginning of 2015 amounted to PLN 1 403 970 thousand. For the
purposes of drafting the statement of cash flows, this amount was adjusted with the value of cash of restricted use of consortia
in the portion attributable to other consortium members, in the amount of PLN 42 036 thousand. In the twelve months of 2015,
net cash flow was positive and amounted to PLN 573 645 thousand. As at 31 December 2015, the Company reported a cash
balance of PLN 1 983 136 thousand, including cash of restricted use in the amount of PLN 47 770 thousand.

In 2015, the balance of cash from operating activities increased by PLN 761 899 thousand.

The balance of cash from investment activities of the Company decreased by PLN 19 644 thousand, mostly as a result of
expenses for the acquisition of shares and increase of issued capital in related parties in the amount of PLN 58 205 thousand,
expenses for the acquisition of intangible assets and property, plant and equipment in the amount of PLN 29 488 thousand, as
well as expenses in the form of borrowings granted to related companies in the total amount of PLN 21 302 thousand. At the
same time, inflows from the repayment of borrowings granted to related parties amounted to PLN 54 921 thousand.

Cash flow from financing activities for 2015 showed a negative balance of PLN 168 610 thousand. The expenses were
connected with payment of the dividend made by the Company in the amount of PLN 155 989 thousand and repayment of
liabilities under finance leases together with interest in the amount of PLN 12 621 thousand.

3.2 Managing of finance at the Company

The cash balance of Budimex SA as at 31 December 2015 amounted to PLN 1 983 136 thousand and was by PLN 579 166
thousand higher than as at 31 December 2014. In 2015, the Company paid out a dividend inthe amount of
PLN 155 989 thousand, which was nearly the amount of the Company’s net profit for 2014. Generating cash at the above level
was possible owing to: an increase in the Company’s profitability in 2015, an increase in the balance of advances received from
customers under contracts as well as to sustained favourable trends in working capital in the second half of 2015.

The Company’s cash surpluses were placed as bank deposits at banks with a good rating. In addition, Budimex SA used cash
surpluses to finance its suppliers of services and raw materials. This had a positive effect on the financial liquidity of these
suppliers, and generated extra finance income for the Company. Furthermore, the Company signed loan agreements in 2015,
under which banks provided Budimex, for a period of three years, with committed credit facilities in the total amount of
PLN 270 000 thousand, to hedge against unplanned fluctuations in the Company’s financial liquidity in the subsequent years.
During 2015, the Company did not use these facilities.

The Company’s indebtedness under borrowings, bank loans and the concluded fin