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1. STRUCTURE OF THE ELEKTROBUDOWA SA GROUP

1.1 The Parent, ELEKTROBUDOWA SA

ELEKTROBUDOWA SA with registered office in Katowice, at 12 Porcelanowa Street, 40-246

Katowice is a joint stock company established and operating according to the Polish law. The

company is registered in the National Court Register (KRS) in the District Court Katowice-Wschaéd

in Katowice, 8th Business Department under KRS entry no. 0000074725.

Principal activity of the Company according to the Polish Classification of Activities (PKD 432127)

is executing of electrical installations in buildings and structures. A sector according to the Warsaw

Stock Exchange classification: building industry.

The business activity of ELEKTROBUDOWA SA includes:

comprehensive electrical installation works in newly built, extended and modernized power plants
and industrial facilities;
supply of electric power equipment, mainly the electricity transmission and distribution equipment;

design engineering, testing, commissioning and start-up of electrical installations.

ELEKTROBUDOWA SA is an enterprise consisting of several divisions, including the Head Office and

three production divisions which are not subject to disclosure in the National Court Register:

Power Generation Division (RWE)

Some of its administrative units are located in Katowice at 12, Porcelanowa Street and some
in Jaworzno at 51, Promienna Street. The Power Generation Division conducts its operations
on the whole territory of Poland and also in other countries. The domestic operations of the
Division are carried out by organised facilities located in Tychy, Opole, Kozienice, Betchatow,
Rybnik and Czestochowa. The Power Generation Division registred its permanent establishments
(branches) also outside Poland where it conducts its business: in Finland, Luxembourg and
Estonia.

The branch in Finland was registered on 19 March 2008 in the Commercial Register maintained
by the National Board of Patents and Registration of Finland, Helsinki. The registration address is:
TVO Olkiluoto 3, Construction Site f, 27160 EURAJOKI. Tax identification number is FI2176143-1.
The branch still exists in operation.

The permanent establishment in Luxembourg was registered in the Trade and Companies
Register in Luxembourg on 21 December 2010 at the address: 41, Boulevard Prince Henri, L-1724
Luxembourg. The entry is in force for indefinite time. Tax identification number is LU24442127.
The activity of ELEKTROBUDOWA SA in Estonia was registered by the Northern Tax and
Customs Centre, registration code 60149969. The permanent establishment in Estonia has had
a status of VAT tax payer since 16 August 2011, with registration number EE101471004.

The establishment’s address is Roosikrantsi 2, Tallinn, 10119 Estonia.



- Industry Division (RP)
Organisational units of the Division are located partly in Katowice at 12, Porcelanowa Street and
in Plock at 42, Zglenickiego Street. The Industry Division carries out its operations on the whole
territory of Poland, through its organised, permanent facilities, generally in Plock, Katowice,

Warsaw, Konin and Gdansk.

- Power Distribution Division (RDE)
The production facility and administration units of the Division are located in Konin at 156,
Przemystowa Street. The Power Distribution Division conducts business in Poland through
its organised, permanent facilities in Konin, Wroctaw and Katowice. A significant part of products

manufactured by the Division is sold to foreign markets.

1.2 A subsidiary KONIP Sp. z 0.0. (Ltd)

With its registered office at 12, Porcelanowa Str., 40 -246 Katowice.

ELEKTROBUDOWA SA holds a 100% stake in its subsidiary, KONIP Sp. z o.0.

KONIP Sp. z o0.0. administers the real property owned by or in perpetual usufruct
of ELEKTROBUDOWA SA. The scope of their business particularly includes maintenance and
administration of building and structures, renting the useful areas, fire protection services, cleaning
the rooms and area as well as property protection, providing telecommunication services, maintaining

the parent’s archives and the reception service.

1.3 A subsidiary - ENERGOTEST sp. z 0.0.

with registered office in Gliwice, 44 B Chorzowska Str., 44-100 Gliwice.

ELEKTROBUDOWA SA holds 100% share in the equity of the company, representing 100% votes
in the General Meeting of Shareholders.

Basic activity of ENERGOTEST comprises services related to construction, modernization
and operation of power generating facilities, production of data processing devices, electrical switching
and control devices, installation, repairs and maintenance of switchgear and controlgear, also tests

and technical surveys.

1.4. A subsidiary - ELEKTROBUDOWA UKRAINE Ltd.

with registered office in Sevastopol, in General Petrov Street, Bldg 20 office 7, 9901 Sevastopol,
Ukraine.

ELEKTROBUDOWA SA holds a 62% stake in ELEKTROBUDOWA UKRAINE Ltd.

The objects of ELEKTROBUDOWA UKRAINE Ltd. comprise selling of high, medium and low voltage
electrical systems, including switchgear panels and distribution substations, in the Ukrainian market,
assembly of electrical equipment, switching and control devices, maintenance and repairs of electrical

distribution and control devices.



1.5 An associate - KRUELTA Ltd.

Registered office at 17A, Magnitogorska Street, St Petersburg, the Russian Federation.

As at 31 December 2011 ELEKTROBUDOWA SA holds 49% shares of KRUELTA's representing 49%
of its equity and has significant influence on the associate’s financial and economic policies.

Principal business of KRUELTA is the assembly and selling of medium voltage switchgear systems in
the Russian market. This offer is complemented with low voltage switchgear and mobile containerized

substations.

1.6 An associate — the Electrotechnical Company VEC  TOR Ltd.

Registered office in Votkinsk, at 2, Pobiedy Str., an Autonomic Republic of Udmurtia of the Russian
Federation.

ELEKTROBUDOWA SA holds 49% of VECTOR'’s capital. As at 31 December 2011 the percentage
of ELEKTROBUDOWA's stake in the equity of VECTOR is equal to the percentage of voting rights
in its General Meeting of Shareholders. ELEKTROBUDOWA SA has significant influence on the
associate’s financial and economic policies.

Principal business activity of VECTOR comprises manufacturing of electrical and radio components,
parts for electrical vacuum devices, and also providing construction works and wholesale of electrical

production facilities, including communication devices.

1.7 An associate - SAUDI ELEKTROBUDOWA LLC

Registered office in Riyadh, Al. Sittin, P.O. Box 3936 11481 Riyadh, the Kingdom of Saudi Arabia.

As at 31 December 2011 ELEKTROBUDOWA SA held 33% of shares which represented 33% of the
share capital of SAUDI ELEKTROBUDOWA, equal to the percentage of voting rights in the General
Meeting of Shareholders. ELEKTROBUDOWA SA has significant influence on the associate’s financial
and economic policies.

Business scope of SAUDI ELEKTROBUDOWA includes offering low, medium and high voltage
electrical systems, including switchgear and distribution panels and electrical substations as well as

installation, repair and maintenance services for energy control and distribution systems.

2. PRESENT AND ANTICIPATED FINANCIAL POSITION. KE Y ECONOMIC AND FINANCIAL
FIGURES

2.1 Sales Revenues - Principal Products and Servic es

The 2011 revenues from sales of goods, services and materials of the ELEKTROBUDOWA SA group
amounted to 945 215 thousand PLN. Major part of sales revenues was generated by the basic
operations of the group, that is electrical installation services. These services earned 786 472

thousand PLN for the group, which represented 83.2% of total sales revenues.



The 2011 sales rose by 158 467 thousand PLN on 2010, which is the increase by 20.1% over the

previous year's revenues.

The year 2011 was another financial year when the ELEKTROBUDOWA SA group recorded a growth
in export sales, which includes supplies of goods and services within the EU. Export sales amounted
to 160 650 thousand PLN and were by 26.6% higher than in 2010. The increase concerns mainly
supply of construction and erection services, principally to the Netherlands, and sales of electro-

technical products to Ukraine.

The group treats as priority all actions aimed at boosting its competitiveness in the foreign markets
and increasing exports. Following such policy, the group with its products and services has entered
new markets: South Africa, the United States of America, Uzbekistan, Luxembourg, Estonia
and substantially increased the volume of export sales by selling to Finland, the Netherlands, Ukraine
and Saudi Arabia.

The table below presents the structure of net revenue from the sales of products, goods and materials
in 2011 and 2010.

2011 2010 Change
PLN'O00 | % PLN’000 % PLN’000
Revenue from sales of products,
merchandise and materials 945 215 100.0| 786 748 100.0 158 467
construction and erection services 786 472 83.2| 601427 76.4 185 045
electrotechnical products 132 009 14.0 163 416 20.8 (31 407)
other services 23 460 2.5 16 521 2.1 6 939
merchandise and materials 3274 0.3 5384 0.7 (2 110)

The ELEKTROBUDOWA SA group specializes in providing electric installation services and in
manufacturing of equipment used for transmission and distribution of electric energy. Sales of this
equipment accounted for 14.0% of total 2011 sales revenue. Furthermore, a substantial part of the
products through internal sales is transformed to external sales within provided installation services.
Maintaining the position of a leading supplier of medium-voltage switchgear on the Polish market is

one of the key strategic goals of the company.

In 2011 the group sold industrial products for the sum of 207 630 thousand PLN. From this amount
75 621 thousand PLN falls to sales realised by the erection units, whereas direct (external) sales
reached the value of 132 009 thousand PLN. The presented sales volumes of finished goods account

for consolidation exclusions within the group.




Production of principal products by volume and value in 2010 — 2011 was as follows:

- By volume:
Unit of Quantity
Type of Product measure 2011 2010
Medium voltage switchgear panels 2 502 2 483
Low voltage switchgear segments 1052 3101
Mobile substations sets 81 130
Busducts m 4985 2 647
Cable trays tons 46 62
Electricity distribution and control devices pcs 171 111
Measuring and monitoring devices (recorders) pcs 15 735 10 824
Peripheral devices (separators, converters, pcs
controllers) 543 74
- By value
2011 2010
Product Value Percentage Value Percentage
(PLN’000) share (%) (PLN’000) share (%)
Medium voltage switchgear 97 228 46.6 71581 32.8
Low voltage switchgear 28 062 13.5 32 445 14.9
Mobile substations 42 345 20.3 78 173 35.9
Busducts 17 958 8.6 15014 6.9
Cable trays 349 0.2 508 0.2
Electricity distribution and control
devices 2 402 1.1 2 045 0.9
Measuring and monitoring
devices (recorders) 7 438 3.6 4 953 2.3
Peripheral devices (separators,
converters, controllers) 238 0.1 54 0
Other products 12 604 6.0 13 208 6.1
Total 208 624 100.0 217 981 100.0

2.2 Financial result and basic factors or untypical

events which impact its amount

Poland was the only country in Central Europe where the building industry did not suffer a drop both

in 2009 and in 2010. The first four months of 2010 provided serious problems due to severe weather

conditions. However, further months brought a recovery and the results gave grounds for cautions

optimism. Since then the building industry was in a constant growth and reached the 3.5% rise

of building output in the whole 2010.

In 2011 the construction sector was the most rapidly growing sector of economy. The sales of its

production rose by 16.1%. Favourable changes of workload and building and construction output were

recorded. The end of 2011 witnessed a downturn, its effects are most strongly suffered by small and




medium sized enterprises. Forecast for future growth of Polish building industry is not optimistic.
Companies still see certain limitations to growth possibilities. The main barriers in conducting current
building and construction activity were related to employment costs, strong competition, cost
of material and heavy regulatory liabilities.

Rising labour costs resulted from the demand for experienced workers and execution of contracts
in other countries where remuneration conditions have to conform to local regulations. Strong market
competition, soliciting new orders in tenders, where lowest bidders win - keep margins on a low level.
Furthermore, execution of orders won in tenders is bound with the risk of change in prices of building
materials, what consequently can worsen contract profitability.

The middle of the season faced growing problems with overdue payments in the civil construction
industry. Growth in the construction output did not involve improvement of payment behaviours
of building companies. Considering the growth of building and construction output in Poland it may be
concluded that most of it was generated on credit, actually borrowed not from the financial institutions
but from the contractors and suppliers of building materials and finished products. Arrears in payments
to building companies make them pay their liabilities late, and that further deteriorates their financial
situation.

General business climate in the building industry in 2011 is reflected in the level of the company’s

financial data.

The economic and financial results of the reporting period closed with the 38 136 thousand PLN net
profit, which in the last years was decreasing. The net profit dropped by 6 944 thousand PLN on 2010
by 16 391 thousand PLN on 2009.

The biggest decline in profit, both gross and net, was recorded in the business segment — Power
Distribution. During the first four months of 2011 there were difficulties in obtaining new orders, while
execution of existing order backlog did not guarantee generation of planned revenues. In the sales
structure of the Power Distribution division there was a decline in revenues on sale of low voltage
switchgear systems and mobile substations, which are principal products of this business segment
of the company. At the same time, there was a distinct accumulation of sales of high voltage stations
on turnkey basis, where margins were substantially lower. Also, deteriorating commercial and pricing
terms resulted in approximately 5% increase of costs of materials, which involved worse profitability
of products sold.

Financial results of this segment had an essential impact on the group’s efficiency. After a hard
beginning of the year for the Power Distribution division, in the last few months of the year this
business segment recovered and a dynamic growth in orders was recorded. The present situation
in the Power Distribution business segment allows for favourable forecasts for performance of budget
assumptions made for the next fiscal year.

Priorities for the coming months include: improvement of business efficiency and operating efficacy,
streamlining of project management process and optimisation of purchasing process. Factors that at
present help conducting business in the Polish building market are the qualities as: reliability,

professionalism, fairness, good references and experience. In the economic slowdown it is important



for the companies to have good business relations, particularly long-lasting, good relations with

purchasers, investors and also with subcontractors.

Improving situation in the market where the ELEKTROBUDOWA SA group operates resulted in growth
in orders received both in home and foreign markets. Value of contracts and orders concluded by the
parent in 2011 amounted to 1 098.8 million PLN, which means an increase by 48.7% as compared
with the same period of the previous year. Order backlog of ELEKTROBUDOWA SA as at
31 December 2011 amounted to 852.4 million PLN and rose by 37.8% as compared with the level
at 31 December 2010.

Although invoiced sales of the group in 2011 mostly came from orders received in prior years,
the volume of sales was also the effect of significant increase in orders received in 2011. Furthermore,
the weather conditions last winter in Poland were much more favourable for the building industry than
in the previous year. In effect, since the second quarter 2011 sales revenues were constantly growing.
Comparing other quarters, the biggest volume of sales was earned in the fourth quarter 2011.
It amounted to 332.7 million PLN, 35.2% of total revenues generated by the group and rose by 38.6%

on the third quarter and by 46.3% on the second quarter.

Revenues on sales of products, goods and materials generated by the ELEKTROBUDOWA SA group
in 2011 amounted to 945.2 million PLN and were by 158.5 million PLN higher than in 2010, which
means the 20.1% rise.

Sales invoiced in 2011 were generated principally on big contracts for supply of electrical installation
services and electrical equipment, which include:
- National Stadium in Warsaw including associated infrastructure for the

Consortium ALPINE Construction Polska Sp. z 0.0. and Hydrobudowa

Polska S.A. PLN 72.2m

- Supply, erection and precomissioning of electrical and 1&C components

and systems for NPP OLKILUOTO 3 in Finland for AREVA NP GmbH PLN 64.7m

- Building works for the project “Sky tower” — electrical installation of the facility

for LC Corp Sky Tower Sp. z 0.0. PLN 28.1m

- Electrical and automation services for the project HYCO 4 in Rotterdam, the

Netherlands for Air Products Nederland BV PLN 20.8m

Turnkey reconstruction and revitalization of the building of former chain store,
Powszechny Dom Towarowy “Okraglak” and adjacent office building

“Kwadraciak” with the purpose of obtaining commercial and office space for

- Okraglak Development sp. z 0.0. PLN 17.9m

- Modernization of the control and surveillance system including electrical, for Unit

6 in the Betchatéw Power Station for Emerson Process Management and Water

Solutions Sp. z 0.0. PLN 16.2m



Civil and other works relating to the project of building the Franowo tramway

- depot, Poznan for Miejskie Przedsiebiorstwo Komunikacyjne w Poznaniu

Sp. z o.0.

- Supply of electrical and I&C services including associated civil and installation

works for the project “Reconstruction of the Refinery Cooling Towers 1, 3, 4”
for the scope of BWR 1 for Polski Koncern Naftowy ORLEN S.A.

- Supply of services and all legal formalities related to the construction of Wind

Park for Megawat Kanin Sp. z o.0.

- Construction of the 110kV overhead line between main substations: GPZ

Wartkowo and GPZ Karscino, construction of the GPZ Wartkowo station
including a power transformer and extension of the line bay in the GPZ Karscino

station, extension of the GPZ Karscino, execution drawings for GPZ Wartkowo

and GPZ Karécino stations for Przedsiebiorstwo Budownictwa Drogowo —

Inzynieryjnego S.A.

PLN

PLN

PLN

PLN

15.1m

14.4m

13.6m

13.4m

The biggest contracts of the group were received by the parent. 94.1% of total group’s revenues were
generated by the parent, ELEKTROBUDOWA SA, whereas the subsidiary, ENERGOTEST sp. z 0.0.
was responsible for 4.5% share in the revenues and ELEKTROBUDOWA Ukraine Ltd. earned 1.4% of

total group’s revenues.

The main items of the consolidated statement of comprehensive income in 2011 and 2010 are as

follows:
2011 2010 Change
PLN’000 % PLN’000 % PLN’000
Net sales revenues 945 215 100.0 786 748 100.0 158 467
Cost of products, goods and
materials sold (879 298) 93.0| (710 343) 93.3 (168 955)
Gross profit on sales 65917 7.0 76 405 9.7 (10 488)
Selling costs (4 256) 0.4 (4 616) 0.6 360
Administration expenses (14 024) 15 (12 783) 1.6 (1 241)
Other operating expenses (3 356) 0.4 (6 170) 0.8 2814
Other gains / losses - net 4991 0.5 222 0.0 4769
Operating profit 49 272 5.2 53 058 6.7 (3786)
Finance income / costs — net 271 0.0 473 0.1 (202)
Share in profit of associates (423) 0.0 1323 0.2 (1 746)
Profit before income tax 49 120 5.2 54 854 7.0 (5734
Net profit for the period 38 136 4.0 45 080 5.7 (6 944)
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Relations between sales and costs and their impact on the profit amount are described by sales

profitability ratios. Values of those ratios reflect the ability of sales to generate earnings.

The 2011 profitability ratios dropped as compared with 2010. Gross profit margin fell by 1.8
percentage point, whereas the operating profit margin by 1.7 percentage point. The decrease of profit
margin in 2011 is the result of growing costs of products, goods and materials sold which was higher
than the growth rate of net sales revenues. A 23.8% growth in sold cost of products, goods and
materials was accompanied by the 20.1% growth in net sales revenues. Higher growth rate of costs,
as compared with revenues, by 3.7 percentage point resulted in the decrease of gross profit on sales
by 10 488 thousand PLN, that is by 13.7% on the earnings in the previous year. The decline in return
on sales is the consequence of growing competition in the market of construction services for the
power industry on the level of ultimate supplier. Contractors strive at winning orders at all costs,
to secure their turnover and inflow of cash; they accept orders for the price below costs, assuming

beforehand that the problem will be shifted to others — subcontractors or suppliers.

In the conditions of weak European market, building companies from the Czech Republic, Slovakia,
Romania, Serbia are trying to enter the Polish market with their services. Strong competition with
foreign and domestic companies involved the reductions in prices for the performed services and thus

the reduction of margins on executed contracts.

Selling costs in 2011 amounted to 4 256 thousand PLN and were by 360 thousand PLN lower than in
2010. The level of selling costs was correlated with the level of sales revenue in consecutive years.

The share of selling costs in sales revenue was 0.4% in 2011 and 0.6% in 2010.

The 2011 general administration costs amounted to 14 024 thousand PLN and were by 1 241
thousand PLN higher than in 2010. General administration costs were growing slower that the sales
revenues and the percentage share in total 2011 and 2010 sales revenues was 1.5% and 1.6%

respectively.

Other operating costs in 2011 amounted to 3 356 thousand PLN. The costs included charges and fees
paid for contract bonds issued by banks and insurance companies (2 334 thousand PLN) and legal
fees and penalties (1 022 thousand PLN).

In 2011, as compared with 2010 there was an increase in the total amount of charges and fees
associated with contract bonds by 759 thousand PLN (a 48.2% growth). It is related with the dynamic
growth of value of contract bonds securing the advance payments, contract performance and warranty
repairs. Overall amount of provided guarantees was 243 406 thousand PLN as at 31 December 2011
and rose by 93 858 thousand PLN, i.e. by 62.8% on the year 2010.

In 2011 the group’s total legal charges and fees were by 3 573 thousand PLN lower. Total other
operating costs dropped by 2 814 thousand PLN, i.e. by 45.6%.

Both in 2011 and in 2010 other income exceeded the amount of other expenses by 4 991 thousand
PLN and 222 thousand PLN, respectively. In 2011 other income was influenced mainly by positive

currency translation differences and gains from disposal of financial assets.
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Main items of other income:

- positive currency differences 4990 thousand PLN
- gains from disposal of financial assets 4 864 thousand PLN
- interest 1774 thousand PLN
- reversal of provision for impairment of receivables 999 thousand PLN
- received compensation 396 thousand PLN
- gains from disposal of non-finance fixed assets 186 thousand PLN

Main items of other expenses:

- negative valuation of forward 7 185 thousand PLN
- provision for impairment of receivables 2 373 thousand PLN
- damage repair cost 365 thousand PLN
- donations 178 thousand PLN

Operating profit generated by the group in 2011 reached 49 272 thousand PLN while the return on
operating profit was 5.2%, by 1.5 percentage point lower than in 2010.

The group recorded 271 thousand PLN gains from financial activities. The gains include dividend
received by the parent on its interest in Pl Biprohut Sp. z 0. 0. (258 thousand PLN) and dividend
received by the subsidiary ENERGOTEST sp. z 0. 0. on its interest in Energotest Diagnostyka
Sp. z 0. 0. (13 thousand PLN). Gains from financial investments in shares of incorporated companies
were by 202 thousand PLN lower in 2011 than in 2010.

The 2011 pre-tax profit tax amounted to 49 120 thousand PLN whereas net profit was earned in the
amount of 38 136 thousand PLN, by 6 944 thousand PLN less than in 2010. The level of 2011 net
profit was influenced by the drop in the return on sales in result of strong price competition (low

productivity of projects).

2.3 Financial analysis

The group’s 2011 year-end balance sheet total increased by 80.2 million PLN as compared with
the previous year.

On the asset side the non-current assets fell by 26.7 million PLN while current assets recorded
a growth by 106.9 million PLN. The following current assets items rose significantly: trade and other
receivables by 53.4 million PLN, amounts due for construction contract work by 30.6 million PLN and
inventories by 31.4 million PLN. In non-current assets, however, there was a substantial 28.1 million
PLN drop in available-for-sale assets (disposal of units in the Open-End Investment Funds), in long-
term receivables by 2.5 million PLN and in deferred income tax assets by 1.4 million PLN.

On the equity and liabilities side, the relation of liabilities to equity was increased.

In 2011, as compared with 2010, the increase in equity by 9.8 million PLN was accompanied by the
increase in liabilities by 70.4 million PLN. The growth in equity is principally attributed to the increase

of supplementary capital by 21.1 million PLN, following the 2010 profit distribution. The increase
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in liabilities was generally caused by the increase in short-term trade and other payables by

76.1 million PLN, derivative financial instruments by 7.2 million PLN and accruals by 1.2 million PLN.

The group maintained the policy of financing its operations from its own funds, party supported by

borrowing capital in the form of liabilities which were provisionally in the company’s disposal.

Selected ratios describing the group’s economic and financial position:

2011 2010 2009
I.  Profitability ratios
1. Net profit margin
net profit / sales revenues 4.0% 5.7% 7.8%
2. Gross profit margin
profit before taxes / sales revenues 5.2% 7.0% 10.1%
3. operating profit margin
operating profit / sales revenues 5.2% 6.7% 9.8%
4. Return on equity (ROE)
net profit / average equity capital 11.7% 14.8% 20.2%
5. Return on assets (ROA)
net profit / average assets 6.2% 8.6% 11.8%
II. Liquidity ratios
1. Current ratio
average current assets / average current liabilities 1.6 1.7 1.8
2. Quick ratio
average (current assets — inventories — accruals) /
average current liabilities 1.4 1.6 1.8
[ll.  Turnover ratios
1. Receivables turnover ratio (days)
average trade debtors x 360 days / sales revenues 99 95 95
2. Accounts payable turnover ratio (days)
average trade creditors x 360 days sales revenues 74 59 48
3. Inventory turnover (days)
average inventories x 360 days / sales revenues 16 7 3
4. Assets turnover
sales revenues /average total assets 15 15 15
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2011 2010 2009
IV. Debt ratios

1. Borrowed capital ratio
borrowed capital / total assets 50.0% 44.7% 39.0%

The presented ratios reflect, in a synthetic form, the measurement of management effectiveness in

the company, which should be assessed as good.

Profitability ratios define the ability of sales to generate earnings. Within the last few years return
on sales ratios were gradually falling. Their changes reflect changes in net profit generated by the
group within recent years. In the reporting period the net profit margin was 4.0% and fell by 1.7
percentage point on 2010 and by 3.8 percentage point on 2009. The gross profit margin was 5.2% and
fell by 1.8 percentage point on 2010 and by 4.9 percentage point on 2009.

The return on assets ratio (ROA), which indicates ability to generate earnings after taxes by all assets
used in the company was 6.2% in the reporting year and was by 2.4 percentage point lower than in
2010 and by 5.6 percentage point lower than in 2009. Although ROA has been in the falling trend
during the analysed periods, its levels indicate the effective use of assets employed. The return on
equity (ROE) was 11.7% in 2011 and dropped by 3.1 percentage point as compared with 2010, and by
8.5 percentage point on 2009. The decrease in ROE in the analysed years means that the growth in
own capital was greater that the growth in profits. This growth in equity strengthened the group’s

financial position, as its share in covering the assets increased.

Liquidity ratios changed slightly in the reporting year. The 2011 current ratio was by 0.1 lower than
in 2010 and by 0.2 lower than in 2009. The quick ratio dropped by 0.2 on 2010 and by 0.4 on 2009.
In the case of current ratio it is assumed that its optimal value should remain between 1.5 and 2.0,
while the quick ratio should approximate one or be slightly higher. Levels of the liquidity ratios indicate
good financial credibility of the group. Liquidity ratios provide information about the short-time financial

security of an entity; their values should be correlated with the level of the turnover ratio.

The collection period of trade receivables in 2011 was 99 days and was by 4 days longer than in the
2010 and 2009. The rise in the receivables turnover ratio in the recent financial year indicates that the
period for which the company gave trade credit to his customers has been extended. Overdue trade
receivables were impaired in the amount of 11 824 thousand PLN (11 685 thousand PLN in 2010).
The impairment covered the awarded debt, debt under enforcement proceedings, receivables
submitted to bankruptcy proceedings or that were due over 180 days ago. The impairment provisions

did not substantially change within the comparable periods.

According to the balance sheet data, payables are settled within 74 days. Maturity dates for payables
vary from 14 days to 60 days. Within the analysed period accounts payable turnover ratio grew by
15 days on 2010 and by 26 days on 2009. Although the period in which the group paid its debt got

longer, the turnover period for payables was shorter than in the case of receivables, which indicates
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that the ELEKTROBUDOWA SA group more often extends trade credit to its customers than utilizes

such credit from its suppliers.

Inventories turnover period, which was 16 days, provides information on the length of process
of transforming the inventories into finished, sold products. In 2011 the inventories turnover period
was by 9 days longer than in 2010 and by 13 days longer than in 2009. Inventories turnover period
was gradually growing within the analysed years. Considering the increase in revenue on sales
of products, goods and materials recorded in the consecutive reporting periods, the growth indicates
that the volume of stock is suitably adjusted to the demand for the group’s products. The length

of inventories turnover cycle indicates efficiency of managing the material resources of current assets.

The group’s activity is assessed by the assets turnover ratio, which measures the ability of assets
owned by the company to generate sales. In the years 2011 — 2009 asset turnover maintained the
same level of 1.5. It indicates balanced growth of sales revenues and the group’s assets and therefore
efficient use of property owned by the ELEKTROBUDOWA SA group.

Borrowed capital ratio rose in 2011, by 5.3 percentage point as compared with 2010 and by 11.0
percentage point on 2009. The relations between the company’s assets and its liabilities show that

the group attained considerable financial stability.

Levels of liquidity ratios, inventories turnover ratio and assets turnover allow for a positive opinion
of the financial situation of the group and its financial strategy. The group’s payables are fully secured
by the assets owned and equity gathered. The analysis shows that the group has maintained its sound

financial position achieved within recent years.

Presented above key parameters and ratios characterising the economic and financial position of the
group and its capital have been calculated basing on the financial statements prepared under

the going concern assumption.

2.4 Financial resources management

In 2011 the ELEKTROBUDOWA SA group implemented the policy of financing its operations from
its own funds and had full capacity to fulfil its financial obligations.

The group did not use any bank loans or borrowings in the reporting period.

Cooperation with several banks ensured even distribution of committed sources of financing and
to maintain suitable level of funds for working capital.

In its business activity the entities in the group rationally utilized various products offered by banks,
such as daily balancing the accounts, automatic overnight deposits for cash surplus, negotiated
interest on deposits, negotiated exchange rates, financial market transactions — derivative instruments
(forward).

Owing to such behaviour it was possible to minimise financial costs and optimize management

of financial liquidity.
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The group’s activity relating to foreign exchange transactions was determined by the exchange rates
of basic currencies, EUR and USD. Because of the unstable position of Polish zloty against these
currencies, the group concluded forward contracts to hedge the exchange rates. The group enjoys,
however, natural hedging of foreign exchange risk, as its imports are made in foreign currencies.

In its financial policy the group consequently avoided using foreign currency options or any other risky
financial instruments.

The ELEKTROBUDOWA SA group has maintained wide cooperation with banks and insurance
companies with respect of contract bonds, confirmed by granted revolving lines to secure: bid bonds,
advance payment bods, performance bonds and warranty bonds.

Favourable contractual terms of bank and insurance guarantees were a strong competitive advantage
and enable the group to bid actively in tender procedures. The group maintained credit and guarantee
limits on a stable level and was able to maintain a good position in tender procedures (necessity to
prove credit quality).

Because of high financial liquidity the group did not utilize its opened credit facilities (a limit
up to 17 million PLN).

Agreements with banks concerned mainly guarantee lines, utilized up to the amount of 194.2 million
PLN as at 31 December 2011. The group was also granted insurance guarantees limit which was
utilized up to 49.2 million PLN as at 31 December 2011.

Assessing the funds owned and the amounts of expected inflows and expenses it must be pointed out
that the resources will allow the group to finance both the investments planned for 2012 and its current

operating activity, with no risk of destabilizing the financial liquidity.

2.5 Human capital management

In 2011 average monthly number employed was 2 148 job equivalents and was about 6.6% higher
than in 2010. Out of average number of employees, 1218 job equivalents fell to direct labour, whereas
930 to white-collar staff. In both groups there was an increase on 2010, with bigger growth recorded

in the group of manual workers (7.4% rise), whereas the number of non-manual workers rose by 5.6%.

As at the end of December 2011 the group employed 2 183 persons. There was a growth by 51

persons more than at the end of 2010.

In respect of employment breakdown by education, the number of personnel with higher education,
mainly engineering, regularly increases. At the end of 2011 the number of employees with degrees
accounted for 34% of total.

The 2011 productivity of employment, calculated as the relation of sales revenues and average
monthly employment amounted to 440.0 thousand PLN. Profitability of employment, calculated as the

relation of gross profit and average monthly employment, was 22.9 thousand PLN in 2011.
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In the period from 1 January to 31 December 2011 together 510 new people were employed
in different trade groups, from direct labour through specialist in various areas to managerial posts.
This was related with the increasing demand for highly-qualified professionals, having good command
of English, and with the foreign contracts in Finland (OLKILUOTO 3) and the Netherlands (HYCO — 4)
carried out by the parent.

No bigger problems with job terminations were recorded.

Average monthly pay in the group 2011 was 5 873 PLN, by 7.8% higher on the previous year. Growth
of average monthly remuneration is principally attributed to systematic extending the group
of employees covered by the incentive system which ties the remuneration with economic
performance. The increase of average monthly pay is also attributed to foreign contracts, where the
group maintains the level of guaranteed salaries required by regulations of local collective labour
agreements.

The group consequently developed the non-financial incentives programmes to support the process

of retaining and recruitment of employees and to increase the level of motivation and effective work.

Development of employee’s qualifications and competence is a crucial issue in the development of the
group. So, as in previous years, in 2011 training policy was being implemented as planned, basing on
the Procedure for Personnel Training and Development which is a part of the 1ISO system valid in the
parent. Expenditure on training principally concerned the policy of systematic development of the
project management-focused corporate culture and also the issues of enhancing professionalism of
work teams, particularly managerial skills and language skills.

In 2011 the group invested 1 946 thousand PLN in training of its personnel, which gives an average of
906 PLN per one employee. Training costs accounted for 1.3% of the total 2011 remuneration fund.
The implemented development programmes not only contribute to the increased professionalism of
acting and professional development of employees but also complement the applied incentive systems

and plans.

Cooperation with the trade union organisations acting in the group’s entities was harmonious during
the year 2011. There were no labour disputes, or collective bargaining with the trade union
organisations acting in the group.

As in previous years the group’s entities supported and respected generally accepted human rights as
well as observed worker standards in the scope of the right of association and collective negotiations,

and counteracting discrimination practices.

Since 1 December 2010 the parent, ELEKTROBUDOWA SA has been a member of Global Compact.
The UN Global Compact is a unique, powerful platform for skill-sharing, implementation and disclosure
of sustainability and social governance policies and practices. It has 8700 corporate participants and

other stakeholders from over 130 countries.

In 2011 the Management of the parent verbalized the “Sustainable Development Strategy”, which puts
special attention to environmental aspects, labour policy, social commitment, transparency of the

activity as well as business ethics and counteracting corruption practices. ELEKTROBUDOWA SA
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also created its Code of Ethics, a set of values governing the company and its employees.

In December 2011 the first report on implementation of Global Compact 10 rules was announced.

Aware of the environmental impacts of the group’s business activity, the parent, ELEKTROBUDOWA
SA evaluated its economic, social and environmental impact on local environment. The Management
Board of ELEKTROBUDOWA SA appointed a Representative whose duties comprise representing

and coordinating the company’s activities in the sphere of Corporate Social Responsibility (CSR).

The parent, ELEKTROBUDOWA SA was included together with several dozen of WSE-listed
companies in Respect Index, the first in Central and Eastern Europe stock exchange index which

includes listed companies — leaders in considering social issues in their strategies.

2.6 Occupational Health and Safety Management

On 14 June 2011 the parent, ELEKTROBUDOWA SA obtained a certificate of the Occupational Safety
Management System according to the requirements of SHE Checklist Contractors, SCC**2008/5.1
applicable in all European countries except Finland. The system was certified by DET NORSKE
VERITAS (DNV). The parent also has certificates, issued by DNV, for the conformity of the
Occupational Safety Management System with PN-N-18001:2004 and OHSAS-18001:2007 standards
in the scope of engineering, production, erection and service of power installations and automation

systems as well as building industry investment project management.

In 2011 there was one incident of occupational illness — hearing impairment.

No claims were raised against the entities within the ELEKTROBUDOWA SA group due to non-

observance of safety requirements or due to accidents at work.

2.7 Quality System Management

The key issue in the operations of the group is the continual improvement of product quality, with
respect to the environment. The entities in the group are permanently involved in quality issues
through the certified quality systems.
The parent, ELEKTROBUDOWA SA applies the Quality Management System according to EN ISO
9001, and the Environmental Management System based on the model presented in the EN ISO
14001 standard. The Quality System has been supplemented with:

the NATO requirements defined in the document AQAP-2110,

quality assurance requirements in nuclear power stations - acc. to KTA 1401,

the requirements for welding - according to PN-EN 1SO 3834-2.

The parent’'s Busduct Factory also meets the quality requirements for manufacture of pressure

equipment for conformity with Pressure Equipment Directive 97/23/EC.
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ENERGOTEST sp. z 0. 0. has implemented a quality system certified to ISO 9001:2009 in the scope:

“Development, production and control of electric power automation equipment. Services in the scope

of designing, testing and start-up of power equipment and systems”.

All the above systems, including supplements, are regularly audited and recertified to the relevant

standard.

Essential events that occurred in the group in 2011 which affect the assessment and functioning of the

integrated quality and environmental management systems:

trainings for contract managers and supervision staff on cases of non-observing the environmental
regulations and quality requirements for manufactured products and supplied services, with
particular attention to risk management and the company’s obligations towards the environment;
survey research focused on the knowledge of the Integrated Management System, whose results
will be used for preparation of trainings in the areas where the knowledge is below the expected
level;

training of internal auditors within the frame of the Academy of Auditors 2011,

an internal audit of the integrated quality and environmental management system;

recertification audit of the quality and environmental management systems;

review of the management systems by the Top Management and indicating the areas which need

improving.

The parent’s plans for H1 2012 in respect of quality include:

trainings for contract managers and supervision staff on cases of non-observing the environmental
regulations and quality requirements for manufactured products and supplied services, with
particular attention to risk management and obligations of ELEKTROBUDOWA SA towards
the environment;

gradual reducing the number of system documents;

continuation of reviewing system documentation and introducing necessary corrections
and changes following the amendments of legal acts and changes in the structure of company
divisions occurred recently, i.e. in the second half of 2011;

preparation and conducting the management systems reviews, preparation of plans and

programmes for 2012.

Positive results of internal and external audits as well as records in the review reports are the proof,

that the systems applied by the group work correctly and that the entities supply products and services

in compliance with the relevant contracts for supplies and services and fulfils its obligations towards

the environment.
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2.8. Prospects for business development and signifi cant risks and threats

Polish building industry was the fastest growing sector of economy in 2011. The sold output of the
industry rose by 16.3% during the year. Companies recorded growth in order backlog, securing work
against signed contracts for at least 10 months to follow. The situation of the company in 2011

reflected the general economic tendencies in the Polish building industry.

The order backlog of the parent as at 31 December 2011 amounted to 852.4 million PLN and rose by
37.8% on the previous year. The orders received by ELEKTROBUDOWA SA totalled 1 098.8 million
PLN in 2011 and exceeded the volume of orders received in 2010 by 359.7 million PLN, i.e. by 48.7%.

It is yet another year when the company recorded growth both in orders received and order backlog.

In 2011 the group recognized growth in sales revenue by 158.5 million PLN (by 20.1%) as compared
with the previous year.

Positive changes in the volume of orders received and generated revenues were possible to achieve
owing to:

= building competences for General Realization of Investments;

= diversifying the order range;

= consistent building of territorial customer service network;

= continual increase of export share.

The executives of the parent attach considerable significance to strengthening the group’s competitive
advantage in foreign markets and to growth of exports. The group actively seeks new market for its
products and boosts its export sales in its traditional areas. The parent operates three foreign
permanent establishments, which provide its services in Finland, Luxembourg and Estonia. In 2012

a new permanent establishment, which will provide services in Germany, was registered.

Furthermore, in 2011 the group developed new export destinations, sending its products or providing
services in the Republic of South Africa, the USA, Uzbekistan, Luxembourg and Estonia. Further
contracts are expected in Iraq, Germany and Peru. The company also tries to enter Asian markets,

such as Georgia, Armenia, Azerbaijan.

The sales offer of the ELEKTROBUDOWA SA group in 2011, similar as in previous years was not
significantly changing and still was based on the following products and services:

1. Overall electric installation in the range of medium and low voltages for new, modernized and
retrofitted power generation facilities.

Turnkey supply of automation and electrical systems.

Manufacture and installation of medium voltage busducts (IPB and NSPB).

Manufacture of indoor medium and low voltage switchgear assembilies.

Supply of LV, MV, HV stations.

Commissioning tests and start-up.

Equipment designing.

© N o 0k~ WD

Manufacture of power automation devices.
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9. Servicing.

10. General execution of investments, including public utility facilities, retail centres, industrial
facilities.

11. Conceptual work and consulting.

12. Turnkey supply of electrical, I&C and automation projects.

Customers were offered complex (EPC) project performance, starting with designing and
prefabrication of equipment through delivery, installation, start-up together with operation during
the trial period, and ending with after-sales service. The group’s potential allows it to put into effect

the majority of complex projects on its own.

In 2011 the parent, ELEKTROBUDOWA SA launched a new products, high voltage switchgear type
OPTIMA 145. This is the first Polish gas-insulated high-voltage switchgear prepared for large-scale
production. OPTIMA 145 is an exceptional technical achievement in the scale of the whole country
and also Europe, it can introduce ELEKTROBUDOWA SA to the narrow circle of manufacturers
having advanced, cutting-edge technology of switchgear manufacturing.

The OPTIMA 145 switchgear was first shown in the International Bielsko-Biata Power Fair
ENERGETAB on 13 — 16 September 2011. Production of gas-insulated high-voltage switchgear
will allow ELEKTROBUDOWA SA to win new areas in the power industry in Poland and Europe.

Growth of the ELEKTROBUDOWA SA group to a large extent depends on customers representing the
following branches: power industry, building and petrochemical industries, mining, metallurgy, retail
sector and the army. Each of the foregoing branches has specific requirements in the area of services
and products involved with generation, transmission and use of electric energy; they differ in ways

of conducting business and have different economic situation.

Future income of the group will undoubtedly depend on such factors as:

- favourable economic situation in the power, chemical, metallurgic and building trades,

- price level of electrical materials and equipment as well as metallurgic products,

- intensification of soliciting activities, particularly on the markets of Central and Eastern Europe,
- course of privatization processes, especially in the power industry,

- consistent reducing the group’s administration costs.

Polish building market of recent years was strongly stimulated by EU funds and choosing Poland
as a host of EURO 2012. These two factors had the greatest influence on market trends.
The resources, however, are depleting and the construction companies are seeking new markets.

In the nearest few years power industry will be a motor force of the Polish industrial building sector,
the industry which urgently needs substantial investment in new production facilities and networks
within the coming years.

Also, planned gas investments look perspective. Many new power units are planned as gas-fuelled;
furthermore, prospecting and production of shale gas is another potential investment.

Production plants are another crucial investment group in the industrial building. Growing trend
in building permits for industrial buildings will encourage new investments in special industrial zones,

where most new industrial facilities are located.
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Applicable European standards concerning environmental protection create good prospects
for development of waste handling and sewage treatment projects.

Because of budget restrictions, we can expect stagnation in public works and governmental building.
This does not concern execution of central investments, most of which will be commenced in 2012
as they are co-financed from the EU funds which have already been granted.

It is expected that within 2012 — 2013 the industrial building sector will maintain positive growth trend
which should get stronger in 2014. The acceleration will be boosted mainly by intensive execution
of first contracted power units.

The ELEKTROBUDOWA SA group has appropriate human and financial resources to participate

in future investments in the power, gas and production industries.

In performing its business operations the group is exposed to various risks, such as:

- market risk (including foreign exchange risk, change in fair value or cash flow caused by changes
of interest rate and price risk);

- credit risk;

- liquidity risk.

Detailed description of risks is presented in chapter 4 of additional information to the consolidated

financial statements for the year 2011.

Risk management is a process of identification, evaluation, management and control of potential
occurrences or situations, aiming at provision of reasonable assurance that the organization’s
objectives will be accomplished. Risk management is focused on limiting the risks and protecting
against their impact. The Management of the parent establishes the general rules for risk

management and policies for specific risk areas.

3. MARKET SITUATION - SALES AND PROCUREMENT

3.1 Sales destinations

The activity of the ELEKTROBUDOWA SA group is concentrated mainly in the Polish market.
Because of problems of the construction industry the group focused on building up its competitiveness
in foreign markets and systematic increase of exports. Export sales in 2011 which included supplies
within the EU and to the countries outside the Union generated the revenue of 160 650 thousand PLN,
which accounted for 17.0% of total sales revenues, as compared to 16.1% share in 2010. The group’s

exports are in the constant growth trend in recent years.
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Presented below is an itemization of sales revenues of the ELEKTROBUDOWA SA group according

to business sectors to which sales were made in 2011 and 2010.

2011 2011
Business areas Value (PLN’000) % Value (PLN’000) %
Power generation industry 366 498 38.8 271 001 34.4
Sports facilities 97 865 10.3 0 0.0
Retail facilities 77 623 8.2 48 886 6.2
Chemical industry 62 287 6.6 94 260 12.0
Transport 42 296 4.5 8 476 1.1
Housing and public utility building 38 874 4.1 38 549 4.9
Mining 38 021 4.0 71 057 9.0
Building materials 9 392 1.0 3 665 0.5
Industrial automation 7 509 0.8 6 127 0.8
Metallurgy 7477 0.8 6 961 0.9
Electronic industry 7 204 0.8 915 0.1
Automotive industry 4 625 0.5 6 561 0.8
Environmental protection plants 4 500 0.5 12514 1.6
Food industry 4034 0.4 109 0.0
Paper & pulp 3738 0.4 12 179 1.6
Power distribution industry 3449 0.4 3111 0.4
Export of products and materials 160 650 17.0 126 921 16.1
Other areas 9173 0.9 75 456 9.6
Total 945 215 100.0 786 748 100.0

As in previous years, power generating sector was the biggest source of the group’s income in 2011
(38.8% in the sales breakdown by industries) where the entities of the group are present with their
products and comprehensive range of electric installation works in all newly erected, extended or
modernized power stations. Major project performed by ELEKTROBUDOWA SA for this industry was
“Performance of works and all associated legal acts relating to the construction of Wind Park” for

Megawat Kanin Sp. z 0.0. which had the 2.1% share in the sales revenues.

A significant share of the group’s 2011 sales belonged to works performed at the sites of sports
facilities. Those services were responsible for 10.3% of sales revenue. The major contract concerned
execution of the investment project at the Warsaw National Stadium. Revenue on the contract had
8.5% share of total revenue generated by the company. The project was executed together with
QUMAK - SEKOM S.A. and Przedsiebiorstwo “AGAT” S.A. against the consortium agreement.

Another significant area of the activity of ELEKTROBUDOWA SA group was the sector of retail

facilities construction, which made up 8.2% of total revenue. The supplies for this sector included
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equipment and services performed for new and modernized retail centres: hypermarkets and retail
chains, such as Dom Towarowy Okraglak in Poznan (3.3%) or Sky Tower in Wroctaw (2.4%).

Contracts of this type have been successfully performed by the group for several years.

Chemical industry had a substantial share in the breakdown by industry. The sales to chemical
industry in 2011 made up 6.6% of total revenue and basically concerned PKN ORLEN S.A. The
biggest contract with this customer concerned the supply of electrical and 1&C services including
associated civil and installation works for the project “Reconstruction of the Refinery Cooling Towers
/BRW/ 1, 3, 4" for the scope of BWR 1 (1.5%).

In 2011 the volume of services provided for transport sector recorded a growth. The share of this
sector in total group’s revenues was 4.5%. The main contract concerned building the Franowo
tramway depot in Poznan for Miejskie Przedsiebiorstwo Komunikacyjne w Poznaniu Sp. z 0.0. which

accounted for 2.4% of total sales revenues.

Services for housing construction and public utility building had an important, 4.1% share in total
revenue earned by the group in 2011. The biggest contract in this branch was performed
at construction of a concert hall for the Stanistaw Moniuszko Koszalin Filharmonic, for the Koszalin
municipality (1.0%).

The share of mining industry in the group’s sales revenues has dramatically dropped: from 9.0%
in 2010 to 4.0% in 2011. The ELEKTROBUDOWA SA group provided supplies and services generally
for lignite mines, coal mines and copper mines. The biggest amount was earned from the sales of
mobile substations for the ADAMOW SA Lignite Mine.

The group also provides installations for environmental protection projects, which share in the 2011
sales structure by industries was 0.5%. The biggest share belonged to the contract for design and
construction of the Waste Neutralization Plant in Gdansk Szadoiki, for Korporacja Budowlana
DORACO Sp. z 0.0., Gdansk (0.1%)

Other market segments, with 23.0% share in revenue on sales of products, goods and materials,

allowed the group to supplement its sales outside the forenamed basic industries.
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The destinations and structure of exports are presented below:

2011 2010
(P\L/sl’ltj)(e)O) % (PI\_/ﬁl’l(J)(e)O) %
Finland 70 626 44.0 59 081 46.5
Russia 23920 14.9 38 168 30.1
The Netherlands 21 098 13.1 740 0.6
Ukraine 16 026 10.0 10 327 8.1
Estonia 11 216 7.0 0 0.0
Saudi Arabia 7 304 4.5 1174 0.9
Turkey 2373 1.5 4207 3.3
Belarus 2288 1.4 4013 3.2
Uzbekistan 1919 1.2 0 0.0
Switzerland 1096 0.7 7 0.0
Hungary 920 0.6 2328 1.8
Luxembourg 851 0.5 0 0.0
Australia 470 0.3 0 0.0
Sweden 237 0.1 16 0.0
Trinidad & Tobago 164 0.1 1089 0.9
Lithuania 86 0.1 0 0.0
Israel 0 0.0 3177 25
Austria 0 0.0 2175 1.7
Belgium 0 0.0 70 0.1
Bosnia-Herzegovina 0 0.0 29 0.0
Other countries 56 0.0 320 0.3
Total export sales 160 650 100.0 126 921 100.0

Export sales generally concerned installation services provided in the Scandinavian market. Export
of services to Finland in 2011 amounted to 70.6 million PLN, which constituted 44.0% of the group’s
total export sales. Sales revenues were generated mainly on the contract for electrical and 1&C
systems for the NPP OLKILUOTO 3 in Finland, which contract price was € 52.1m and the completion
time is scheduled for 30 June 2012. The invoiced value of works performed at this site in 2011

amounted to 64.7 million PLN, corresponding to 40.3% of total export sales revenues.

Although 2011 exports to Russia dropped by 37.3% as compared with 2010, sales of equipment
and services to Russia still had an important, second position in total export revenue and amounted
to 23.9 million PLN with the 14.9% share in total exports realized by the group. The products

and services were sold in the Russian market through the associate, VECTOR Ltd.

In the developing Ukrainian market the group sells its products through the subsidiary,
ELEKTROBUDOWA UKRAINE Ltd. The subsidiary promotes ELEKTROBUDOWA's equipment
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and services in the local market. Exports to the Ukrainian market have been constantly growing.
The 2011 revenue on sales in Ukraine amounted to 16.0 million PLN and rose by over 50% on the
previous year.

To Russia and Ukraine the group mainly sold the D-12P and D-12PT switchgear panels, one of the
best designs meeting the requirements of the most demanding Russian customers. Other exported
products included mobile substations which can be equipped with switchgear panels or other power
equipment, providing the possibility of constructing electric power facilities in any configuration
for voltages between 0.4kV to 35kV.

Revenues earned by services performed by the group in Holland were marked by particular growth
rate. Export sales to this country generated 21.1 million PLN in 2011 and rose by 20.4 million PLN
on 2010. The biggest share belonged to the electrical and automation services for HYCO 4 project
in Rotterdam for Air Products Nederland BV (13.0%).

In 2011 the ELEKTROBUDOWA SA group entered the Estonian market and carried out activity
through its permanent establishment there. Sales revenue earned by the establishment amounted
to 11.2 million PLN, equivalent to 7.0% of total exports. In Estonia the parent performed building and
construction services including electrical and 1&C works at the site of Bituminous Shale Deoiling Plant,
for OUTOTEC GmbH.

In 2011 there was also a sizeable growth of exports to Saudi Arabia (4.5% of total sales). The export
covered mainly the equipment manufactured by the Power Distribution Division segment. Especially
for this market, withdrawable switchgear type D-17P with forced cooling in the incoming and coupling
units was designed. The switchgear was ordered by ENERGY & POWER CONTRACTING CO. LTD.
The D-17P switchgear was also sold to Saudi Arabia through Al — Almaiah Technical Corp. company.
The group also exported thereto frames for a generator circuit breaker manufactured by the Power
Generation Division segment. The investment in SAUDI ELEKTROBUDOWA LLC allowed
ELEKTROBUDOWA SA to enter, with its products and services, the Saudi Arabian market which

is very hard to win.

In 2011 the ELEKTROBUDOWA SA group together with its products entered new markets such as the
South Africa, the USA, Uzbekistan, Luxembourg, Estonia, and some other, less significant for the

group’s export sales.

3.2 Dependence on one or more customers

In the reporting year 2011 the group recorded its highest sales income on execution of the contract
for: “Overall electrical, data & communication, and BMS automation systems of Stage 2 construction
of the National Stadium, Warsaw” for the consortium of ALPINE Construction Polska
Sp.z o0.0. and Hydrobudowa Polska SA. Value of works invoiced in 2011 at this project
was 72.2 million PLN and accounted for 7.6% of the sales revenue earned by the group in the period.
The share of the parent in the consortium earnings was 35.7 million PLN, which is 3.8% of the

company’s revenue.
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A significant part of sales revenues earned by the group fell to the contract for the erection of electrical
and I&C systems carried out at the site of NPP OLKILUOTO 3 in Finland. Value of works performed
for this project in the reporting year was 64.7 million PLN, which constituted 6.8% of the group’s

revenues generated in this period.

In the reporting period the ELEKTROBUDOWA SA group was not dependent on one customer who
would have more that 10% share in the annual revenue. Income on two biggest customers accounted
for 14.8% of total 2011 revenue. The customers were the recipients of services provided by the
group’s two business segments: the Industry Division (7.6% of the group’s revenue) and Power

Generation Division (7.2% of the group’s revenue).

3.3 Sources of supply

In 2011 the sources of supply did not change much as compared with previous years. The group does
not depend on one or several suppliers, whose share in sales revenues would exceed 10%. However,
keeping in mind the necessity of cutting costs the company is looking for new suppliers of materials

who would offer more favourable purchasing conditions.

4. SIGNIFICANT AGREEMENTS

4.1 Construction contracts and contracts for supply of goods
Total value of orders received in 2011 by the parent amounted to 1 098.8 million PLN.

The awarded contracts included:

- Civil and other works relating to the project of building the Franowo tramway depot, Poznan for

Miejskie Przedsiebiorstwo Komunikacyjne w Poznaniu Sp. z o.0.

- Participation in turnkey construction of a new 45MWe, 40MWt Steamé& Gas Unit in KGHM Polska
Miedz S.A. in Glogéw for KGHM Polska Miedz S.A.

- Modernization and repairs of control and surveillance system, including electrical system of units 7
to 12 in PGE Elektrownia Betchatéw for Emerson Process Management, Power and Water Solutions

Sp. z o.0.

- Turnkey reconstruction and revitalization of the building of aformer chain store, PDT “Okraglak” and
adjacent office building “Kwadraciak” with the purpose of obtaining commercial and office space

for Okraglak Development sp. z o.0.
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- Participation in turnkey construction of a new 45MWe, 40MWt Steamé& Gas Unit in KGHM Polska
Miedz S.A. in Polkowice for KGHM Polska Miedz S.A.

- Building works including delivery of equipment and accessories for the project “Construction
of a multi-function warehouse” in task airfield for the 12th Territorial Airfield Infrastructure Unit in

Warsaw.

- Turnkey supply, including equipment, installation and commissioning, of electrical part for the FGD
plant of units 1 and 2 in PGE GIEK SA, Elektrownia Betchatéw SA Branch for Rafako SA.

- Extension of the scope of contract for the construction of the Warsaw National Stadium, for

the Consortium of ALPINE Construction Polska Sp. z 0.0. and Hydrobudowa Polska S.A.

- Supply of services and all legal formalities related to the construction of Wind Park for Megawat

Kanin Sp. z o.0.

- Complete execution, including start-up, of the project “Construction of the cogeneration bio-gas plant
in Lebcz for CIRRUS Sp. z o0.0.

4.2 Insurance contracts

The group maintains the property and personal insurance policies in the following scope:
= comprehensive car insurance,
= all-risks contractor’s / erection insurance,
= business civil liability insurance, property liability insurance and product liability insurance,
= architects’, designers’ and construction supervision inspectors’ liability insurance,
= corporate property insurance,
= cargo insurance,
= foreign business trip casualty group insurance,
= electronic equipment insurance,
= managers’ civil liability insurance,

= group life term insurance.

The entities of the group cooperate with Towarzystwo Ubezpieczen HDI ASEKURACJA S.A. in
Warsaw, Towarzystwo Ubezpieczen i Reasekuracji "WARTA" S.A. in Warsaw, Towarzystwo
Ubezpieczen Allianz Polska S.A., Towarzystwo Ubezpieczen HDI Gerling Polska S.A., Chartis Europe
Spotka Akcyjna Branch in Poland, Warsaw, UNIQA Towarzystwo Ubezpieczeh S.A. in £édz, ING

Nationale Nederlanden Polska SA, Leadenhall Polska S.A. (Lloyd's coverholder) in Warsaw.
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5. INVESTMENTS

5.1 Investments carried out in 2011

The group’s investment outlays amounted to 17 740 thousand PLN in 2011, of which 16 763 thousand
PLN was spent by the parent and 977 thousand PLN by the subsidiaries: 770 thousand PLN
by ENERGOTEST sp. z 0.0., 87 thousand PLN by KONIP Sp. z 0. 0. and 120 thousand PLN
by ELEKTROBUDOWA UKRAINE Ltd.

The investment expenditure earmarked in by the group 2011 included:

- equity investment 2 thousand PLN,

- expenditure on fixed assets 11 089 thousand PLN,

- expenditure on intangible assets 6 649 thousand PLN,
of which:

- outlays for R&D 5776 thousand PLN.

The amount of 2 thousand PLN for equity investments concerned acquisition of shares in the
increased capital of subsidiary, ELEKTROBUDOWA UKRAINE Ltd. by the parent.

A considerable part of the expenditure on non-financial fixed assets was earmarked for further
modernization and current reproduction of fixed tangible assets in the company and for erection of
new structures. The expenditure in the group of buildings and structures amounted to 2 921 thousand
PLN. Major modernization works concerned the following facilities:

- erection of a new backup facility in Plock, 1 342 thousand PLN,

- exhaust ventilation of welding stands in shop no. 3 in Konin, 497 thousand PLN,

- switching station for the air-conditioning system in Katowice office building, 335 thousand PLN,

- construction of the Busduct Factory in Tychy, 310 thousand PLN,

- modernization of LAN network in Katowice, 160 thousand PLN,

- cable line to supply air-conditioning system in the office building in Katowice, 134 thousand PLN.

New equipment to streamline the production and assembly processes was bought for the total sum
of 4 899 thousand PLN. Main items of the purchased machinery and equipment include:

- Dimeco sheet metal levelling and cutting line, 854 thousand PLN,

- two welding sets, 235 thousand PLN,

- two milling machines FWF 32JU2, 228 thousand PLN.

- two DB 622 pipe bending machines, 220 thousand PLN,

- aset of orbital welding machines for Busduct Factory in Tychy, 211 thousand PLN,

- Polysoude set for orbital welding, 196 thousand PLN,

- hydraulic press brake Hydraul Trumpf CNC TruBend for Tychy Factory, 134 thousand PLN.

Furthermore, the replacement of physically warn and economically depreciated computer hardware
was continued, for which the amount of 994 thousand PLN was earmarked, outlays were made on
purchase of modern software in the amount of 669 thousand PLN and of a licence in the amount of
204 thousand PLN.
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Outlays for transport means amounted to 2 275 thousand PLN, the fleet of vans and motors cars was
enlarged.
The 2011 year investments were financed from the group’s own funds, only a small part of those

resources came from selling of some tangible assets.

5.2 Investment plan for the first half of 2012

Investment outlays planned by the group for non-finance fixed assets for the first half of 2012 amount
to 17.4 million PLN and include:

- modernisation of technical building in Konin,

- adaptation of the production bay for manufacture of GIS in Konin,

- siding of the assembly shop no. 2 in Konin,

- erection of a new backup facility in Plock,

- air-conditioning system in the office building in Katowice,

- fire escape route with infrastructure in Katowice,

- modernisation of the server room in the office building in Katowice,

- rainwater system in Katowice.

Modernisation of machine fleet will be continued. Purchase plans include: EHRT machine for busbar
fabricating, TruPunch 300 cutter, motor operated hoisting device up to 15m, multi-function lifting
device “Manitou”, a set for orbital welding with a close head and power supply, cable termination tools
(press, shear).

Part of investment outlays planned for 2012 will be earmarked for further improvement of modern

workplace organisation, including purchase of computer hardware and software.

As far as the 2012 financial investments are concerned, the parent plans to spend about 460 thousand
PLN for acquisition of shares in the increased capital of SAUDI ELEKTROBUDOWA LLC registered in
Riyadh in the Kingdom of Saudi Arabia. After capital increase ELEKTROBUDOWA SA will hold a
controlling interest in equity of SAUDI ELEKTROBUDOWA LLC. Having taken control over the
company ELEKTROBUDOWA SA will be able to exercise influence over its financial and operating

policies and thus earn profits from its business activity.

Implementation of investment plans

Taking into account good financial standing of the group described in item 2.2 of this report, stable
liquidity ratios and order backlog for 2012, it is evident that realization of the investment plans,
including capital investments is not at risk. As in the previous year, the group is going to finance the

investments from its own funds, which finds confirmation in the gathered funds.
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6. RELATED PARTY TRANSACTIONS

In 2011 all transactions between the entities of the group were typical, arm-length transactions carried
out within normal current operating activity.

Transactions between ELEKTROBUDOWA SA and its subsidiaries, who are the related parties for the
parent, were eliminated in the consolidation.

In the reporting period the parent, ELEKTROBUDOWA SA carried out the following transactions with

the associates:

- sales of goods — the Electrotechnical Company VECTOR Ltd. 22 588 thous PLN
- sales of services — the Electrotechnical Company VECTOR Ltd. 118 thous PLN
- sales of materials - the Electrotechnical Company VECTOR Ltd. 1214 thous PLN
- sales of services — SAUDI ELEKTROBUDOWA LLC 1282 thous PLN

Year-end balances as at 31 December 2011:

- payables of ELEKTROBUDOWA SA to SAUDI ELEKTROBUDOWA LLC 68 thous PLN
- payables of the Electrotechnical Company VECTOR Ltd. to

ELEKTROBUDOWA SA 5300 thous PLN
- payables of SAUDI ELEKTROBUDOWA LLC to ELEKTROBUDOWA SA 45 thous PLN

The unsettled balances of receivables and payables with the associates are unsecured and will be
settled in cash in the agreed payment dates.

The entities of the ELEKTROBUDOWA SA group did not extend any guarantees to the associates for
securing contract bonds.

In the reporting period costs of doubtful receivables from transactions with related parties were not
recognized. ELEKTROBUDOWA SA did not create provisions for unsettled balances with the related

parties as at balance sheet date.

7. INFORMATION ON CREDITS, LOANS, SECURITIES AND GU ARANTEES.

7.1 Credit contracts as at 31 December 2011

Bank Type of loan Contract validity Limit of credi t
1. |ING Bank Slaski S.A. w Katowicach overdraft 24.03.2012 1.0 million PLN
2. |Bank PEKAO S.A. w Krakowie overdraft 30.04.2012 10.0 million PLN
3. | PKO BP S.A. w Warszawie overdraft 23.02.2012 5.0 million PLN
4. | BNP PARIBAS BANK Polska S.A. overdraft 06.07.2012 1.0 million PLN

In 2011 the entities of the group did not utilize open credit lines.

As at 31 December 2011 the group did not have any liabilities due to bank loans or borrowings.
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7.2 Other loan agreements

In 2011 the entities of the ELEKTROBUDOWA SA group neither granted nor were granted any loans.

7.3 Guaranties and Sureties

As at 31 December 2011 the ELEKTROBUDOWA SA group extended contract bonds issued by banks
and insurance companies for the total amount of 243 million PLN. The bonds included bid bonds,
performance bonds and warranty bonds but also bonds to secure claims against the parent pursued
in court. The group also uses promissory notes to secure performance of contracts and contract
payments, whose amount totalled 16 million PLN last year. The promissory notes issued by the group
also secure credit lines and guarantees issued by banks or insurance companies.

In 2011 the entities of the group did not extend any sureties.

8. DIFFERENCES BETWEEN 2011 PERFORMANCE AND THE PUBLISHED FORECAST

The report announced on 14 November 2011 presented the adjusted consolidated forecast for the end
of 2011 for the ELEKTROBUDOWA SA group, which assumed that the annual sales revenues would
amount to 930 754 thousand PLN while the net profit would reach 38 226 thousand PLN (profit
attributable to the company shareholders was planned 38 095 thousand PLN). Previous budget
disclosed on 11 February 2011 assumed that the annual sales revenues would amount to 793 453
thousand PLN while the net profit would reach 48 586 thousand PLN (of which 48 336 thousand PLN
attributable to the company shareholders).

The consolidated results of the group after the twelve months of 2011 included 945 215 thousand PLN
of sales revenues and the 38 136 thousand PLN net profit, of which 37 918 thousand PLN is
attributable to the company’s shareholders.

Generating of bigger sales revenues than assumed in the initial budget is the result of increased
volume of orders received. Earning smaller consolidated net profit than assumed was caused by
a drop in margins on sales of goods and services and the change of sales structure in the parent. This
is the result of competition which is getting stronger in the present economic downturn. Unrealised
planned profit from the Russian associates, due to maintaining economic depression in this market,
also contributed to decrease in the consolidated net profit as compared with forecasted in the initial
2011 budget announced on 11 February 2011.

Despite the above, the parent enters the year 2012 with an impressive, 852 433 thousand PLN, order
backlog.
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9. BASIS FOR PREPARATION

These consolidated financial statements have been prepared under the assumption that the group

will be able to continue with its operations in the foreseeable future. As of the day of preparing

the statements no circumstances exist which would indicate that the continuation of business is at risk.

The financial statements were prepared under the historical cost convention, with the exception

of revaluation of some fixed assets and financial recognised at fair value.

10. MAJOR TECHNICAL DEVELOPMENT WORKS

In 2011 development works were implemented by the entities of the group in the following scope:

Complementary tests of D-17P switchgear performed by KEMA, a recognised research institute
in Arnhem, Holland. Such switchgears were sold by the Power distribution Division to Saudi
Arabia.

Testing of the explosion-proof switchgear type PREM-GO was completed. A model panel was
built and tested in the Electrotechnical Institute in Warsaw and in the State Mining Authority —
Experimental Mine Barbara.

Two types of explosion-proof insulators were designed: bushing — busbar insulator type 1ZP-12
and bushing — contact insulator type 1ZM-12. After the insulators are tested, certification of
a complete switchgear will be possible.

Continuation of works on the medium voltage SF6-insulated switchgear, which is intended
to complement the series of types of MV switchgear designed for distribution of electrical energy
in 17.5V and 24 kV network. A model of basic outgoing panel was built for the 1250A current,
a number of constructional tests have been performed.

A new variant of busbar trunking system PONTIS was tested and certified.

A prototype of 12kV switchgear with double busbar system, for high rated currents: rated
continuous 4000A and short-circuit 1s withstand 63kA was constructed and built. The prototype
was type tested in the Electrotechnical Institute in Warsaw and KEMA in Prague, the Czech
Republic.

A seal of approval was obtained for new MV switchgear with double busbar system. The D-24-2S
switchgear has the following technical parameters: rated voltage 24kV, rated continuous current
2000A, rated short-circuit 3s withstand current 25kA.

A new variant of UNIPANEL switchgear provided with imported SF6 insulated disconnector was
developed, tested and implemented.

Development of construction drawings and technological design, implementation of a new variant
of heavy current D-12P switchgear, provided with AREVA-Schneider Electric HVX circuit breakers

for short-circuit 3s withstand current 31.5kA and rated continuous current 4000A (forced cooling).
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Development of construction drawings and technological design, implementation of a new variant
of D-12P switchgear provided with SIEMENS circuit breakers type 3AH5.

Development of construction drawings and technological design, implementation of a new variant
of D-12-2S switchgear provided with SIEMENS circuit breakers type 3AH5g.

Development of construction drawings and technological design, implementation of a new variant
of PREM-G1dM switchgear provided with ROLLARC contactors.

Development of construction drawings and technological design, implementation of a new variant
of a mobile SKP substation — easy to assemble module substation dedicated for work in KGHM
underground mines.

Construction drawings and technological design of a medium voltage generator panel provided
with Schneider Electric VAH circuit breaker.

Modernisation of the communication processor card RZ40.

Development of a new version of a digital regulator DX369;

Development of a double input recording system RWD of new generation.

Major R&D plans for the first half of 2012:

Completion of works relating to the explosion-proof switchgear PREM-GO. Certification, approval
for use.

Completion of construction works on the basic design of medium voltage SF6-insulated switchgear.
Approval tests for the following parameters: 24kV; In=1250A,; 13s=25. Panel width: 600mm, stored
energy — spring circuit breaker.

Development of complete specification and implementation of D-12-2S switchgear: 12kV; 4000A;
I11s=72kA. This design will need re-testing in KEMA, Prague as the buyer has increased the value
of short-circuit current.

Complete specification for and implementation of the withdrawable switchgear type D-12-2S with
double busbar system: 12kV; 2500A,; 13s=40kA.

Construction and testing of small-dimension switchgear D-24-2S.

Development of construction drawings and technological design of a new variant of D-12P
switchgear, provided with Schneider Electric HVX circuit breakers for high short-circuit current
50kA/1s.

Development of construction drawings and technological design of a new variant of D-12P
switchgear, provided with Schneider Electric VAH circuit breakers for very high short-circuit current
63kA/1s.

Introducing the software for busduct calculations.

Research on technology of busduct with forced cooling system;

Implementation of the CDN XL — SYSKLASS system in Tychy Busduct Plant to streamline
management.



11. STATEMENT ON CHOICE OF AN AUDITOR

The Management Board of ELEKTROBUDOWA SA confirms that Deloitte Audyt Sp z o.0.
with registered office at 19, Jana Pawta Str. 00-854 Warsaw was chosen to audit the consolidated
financial statements of the ELEKTROBUDOWA SA group for the year 2011 in conformity with
provisions of the law. The audit company and chartered accountants who conducted the audit of the
statements fulfilled the conditions of expressing an unbiased and independent opinion of the audit,

conformable with relevant regulations.

Information on the contract concluded with the audi tor

A contract for reviewing the interim financial statements of ELEKTROBUDOWA SA and
the ELEKTROBUDOWA SA group for the period 01.01-30.06.2011 and for auditing the 2011 annual
Financial Statements of ELEKTROBUDOWA SA and the 2011 annual Consolidated Financial
Statements of the ELEKTROBUDOWA SA group was concluded on 7 July 2011 with Deloitte Audyt
Sp. z 0.0., having their registered office in Warsaw.

Deloitte Audyt Sp. z 0.0. has reviewed the interim financial statements and audited the financial
statement of ELEKTROBUDOWA SA and the consolidated financial statement of the
ELEKTROBUDOWA SA group for three consecutive times.

The remuneration for the above review and auditing of the above mentioned statements is as follows:

2011 2010

- review of the half-year financial statements of ELEKTROBUDOWA SA

and consolidated financial statements of the ELEKTROBUDOWA SA group 55 55
- audit of the annual financial statements of ELEKTROBUDOWA SA

and consolidated financial statements of the ELEKTROBUDOWA SA group 90 90
- review of the financial statements of the subsidiary, ELEKTROBUDOWA

UKRAINE Ltd. 30 30
Total review and auditing the financial statements 175 145

The remuneration does not include VAT.

As in 2010, Deloitte Audyt Sp. z 0.0. was also commissioned to review the interim financial statements
for the period 01.01.2011 - 30.06.2011 and to audit the annual 2011 Financial Statements of the
subsidiary, ENERGOTEST sp. z 0.0. The relevant contract was concluded on 09.06.2011 and the

remuneration for auditing the subsidiary was established at:

- review of the half-year financial statements 15
- auditing the annual financial statements 10
Total review and auditing the financial statements 25

The remuneration does not include VAT.
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In 2011 the parent entered into contract with Deloitte Doradztwo Podatkowe Sp. z 0.0. based
in Warsaw for tax consulting services in respect of preparing transfer price records for transactions
entered into by ELEKTROBUDOWA SA with related parties. The payment for the performed work was
established as 48 thousand PLN and will be increased by VAT. In 2010 Deloitte Doradztwo
Podatkowe Sp. z o.0. or Deloitte Audyt Sp. z o.0. did not provide any additional services for

the company.

12. STATEMENT ON OBSERVING THE CORPORATE GOVERNANCE RULES BY THE PARENT

12.1 Information about the set of corporate gover  nance rules applying to the parent
and about the place where its text is avai  lable for the public

The Management Board of ELEKTROBUDOWA SA declares that in 2011 the company and its bodies
fully observed the corporate governance rules contained in the document “Code of Best Practice for
WSE Listed Companies”. Details of corporate governance rules are available on the web page of
ELEKTROBUDOWA SA: www.elbudowa.com.pl.

The company does not implement the corporate governance practices which are not required by the
Polish law.

Last year the company applied all provisions covered in the corporate governance rules.

12.2 Presentation of major characteristics of the internal control and risk management
systems applied by the parent in preparing and the consolidated financial statements

Internal control comprises all and any actions taken by the Management Board, the Supervisory
Board, middle managers and other employees in order to improve risk management and increase the
probability of accomplishing the set objectives and tasks. Internal control is an instrument supporting
the executives in the process of managing and taking decisions, and also in preventing and detecting

faults, abuse or any irregularities.

ELEKTROBUDOWA SA maintains a multistage internal control and risk management systems,

interconnected and complementing one another:

- self-control or functional control: actions initiated by an employee in order to disclose and
immediate correction of unwanted occurrences, resulting from the type of performed work,

workstation instructions — elements of quality assurance system procedures;

- preliminary, preventive control, to prevent unlawful or uneconomical actions or actions

inconsistent with the plan;
- current control: during processes and projects, consisting in current control of their flow;

- institutional oversight by a separate organisational unit, Systems Management; in the way

ensuring separate and independent acting as well as easy flow of information;
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- financial control: financial section of the company (Finance Director and his subordinate units)
is a fundamental cell in the internal control. Chief Accountant as a person supervising work
of the accounting department, controls other organisational units in respect with correctness and
fairness of accounting documents. Personnel in the financial and accounting department and the
controlling staff, through initial and current control, and through reporting current financial

information, have impact on all aspects of internal control in the company.

One of essential elements of control in the process of preparing the financial statements is verification
of financial statements by an independent auditor. Tasks of an auditor include in particular: review
of the half-year financial statements and preliminary and basic auditing of the annual statements.
An auditor is selected by the Supervisory Board in the procedure of quotations, from among prime

auditing companies which guarantee high standards of service and required independence.

Preparation of the financial statements, interim reports and current management accounting of the
company lies within the responsibilities of departments reporting to the Finance Director. Financial
statements are prepared by middle managers and checked by the Finance Director before submitting
to the auditors for review. On this stage functional control and identification of risk, if any, with their

elimination, are performed.

The Company maintains relevant procedures for preparing its financial statements, which aim
at providing completeness and correctness of recognizing all business transactions in the reporting

period.

Financial data for financial statements and interim reports come from monthly financial reporting.
Middle and top managers, after closing books for the end of each calendar month, together analyse
the financial results of the company as a whole and of its units, comparing them with the business
assumptions. Any identified errors are corrected at current basis in the company books, according

to the adopted accounting policy.

Accounting policy concerning financial reporting which is implemented by the company, is applied both
in budgeting and forecasting process and in periodical management accounting, which means that the
company uses coherent accounting principles in presenting its financial data in the annual and interim

financial statements as well as other reports provided to the shareholders.

Organisation of financial risk management process separates the functions of units responsible
for negotiating market transactions from to the functions of units responsible for their authorization,
settlement and preparing information on valuation of those transactions. Such organizational structure,
which follows global best practices of risk management, enables the control of business transacting

process and elimination of transactions not authorized by the governing bodies.

Risk areas to which the company is exposed, are described in detail in item 4 of the additional

information to the financial statements for the year ended 31 December 2011.

In the opinion of the Management Board, internal system control in ELEKTROBUDOWA SA is correct,

is continually monitored and improved.
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Efficiency of the applied risk control and management procedures is reflected in preparing the financial
statements, contributing to their high quality, acknowledged by the auditors’ opinions issued so far and

appreciated by the persons to whom the statements are addressed.
12.3 Information on the parent’s shareholders with qualifying holdings, direct or indirect
To the best of their knowledge ELEKTROBUDOWA SA discloses a list of shareholders with qualifying

holdings, indicating the number of shares held, their percentage in the share capital, number of voting

rights attached to them with the percentage of the total vote in the general meeting:

Shareholders as at 31 December 2011: Numbers of shares = % of votes

number of votes and % equity
1. AVIVA OFE AVIVA BZ WBK SA 721 094 15.19
2. ING OFE (Open-end Pension Fund) 472 405 9.95
3. Generali OFE 466 433 9.82
4. OFE PZU ,Zlota Jesien” 401 733 8.46
5. AXA OFE 395 723 8.34
6. Amplico OFE 268 343 5.65
7. Free float 2 021 877 42.59
Total number of shares in the share capital 4 747 608 100.00

ELEKTROBUDOWA SA has not issued any securities with special controlling rights for their holders.
No restrictions exist for exercising the voting right from the company’s securities.
No restrictions exist on transferring the right of ownership of ELEKTROBUDOWA's securities.

Members of the Management Board of the parent did not hold any shares in ELEKTROBUDOWA SA
as at 31 December 2011.

As of 31 December 2011 the key executives did not hold any shares in entities related to
ELEKTROBUDOWA SA; the supervisory persons did not hold shares in ELEKTROBUDOWA SA or its

related companies.

12.4 Rules of appointing and dismissing the manag  ing persons of the parent and their rights,
particularly the right to decide on issuan  ce or redemption of shares

12.4.1 The Management Board of the parent

The Management Board consists of 3 to 7 people appointed by the Supervisory Board for a joint three-

year term of office.
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The rules of appointing and dismissal of the managing persons have not changed. President
is appointed by the Supervisory Board. Members of the Board are appointed by the Supervisory Board
on President's motion. A Member or the whole Management Board may be dismissed
by the Supervisory Board before the end of the term of office. A Management Board Member may be

dismissed or suspended also by the General Meeting.

The managing persons have no powers to take decisions on issuance or redemption of shares, they

can only initiate the actions to decide in these issues.

12.4.2 Rules for amending the Articles of the pare  nt

Amending the Company’'s Articles requires a resolution adopted by the General Meeting
of ELEKTROBUDOWA SA, on the motion of the Management Board submitted together with a written
opinion of the Supervisory Board or on the motion of shareholders representing at least 5%
of the share capital, approved by the Management Board and the Supervisory Board;
the amendments are then entered in the National Court Register.

Resolutions of the General Meeting on amendments to the Articles are adopted by majority of votes
pursuant to the rules specified in the Polish Commercial Companies Code and in the Company’s
Articles.

12.4.3 Operations and rights of the General Meeti  ngs of the parent

The rules for activity of the General Meeting and its essential powers together with the rights of
shareholders and how they are exercised are presented in the Articles of the Company and in the By-

Laws of the General Meeting.

General Meeting of ELEKTROBUDOWA SA can be annual or extraordinary, in compliance with the
provisions of the Commercial Companies Code and the Articles, according to the rules specified in the

By-Laws of the General Meeting. General Meetings are held in Katowice or Warsaw.

Annual General Meeting shall be convened by the Management Board of the company. Annual
General Meeting shall be held within six months of the end of each financial year. Extraordinary
General Meeting shall be convened by the Management Board of the company on its own initiative,
on a written request of the Supervisory Board, its Chairman, any three members of the Supervisory
Board or on a written request of shareholders representing at least 5% (ten percent) of the share
capital. Extraordinary General Meeting shall be convened within 14 (fourteen) days from the date
of filing a relevant request. The right to convene a General Meeting serves the Supervisory Board,
its Chairman or any three members if it is not convened by the Management Board within 14 days
after a relevant request has been filed.  Extraordinary General Meeting can also be convened
by shareholders representing at least a half of the share capital or at least half of the total number

of votes in the company.
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General Meeting may adopt resolutions only in matters included in the agenda, unless the entire share
capital is represented at the Meeting and no person present objected to holding the Meeting or placing
specific matters in the agenda. The agenda is determined by the subject convening the General
Meeting. The Supervisory Board, its Chairman or any three members, as well as shareholders
representing at least 5% (ten percent) of the share capital may demand that specific matters are
placed in the agenda of the nearest General Meeting. If such a demand is filed after the convening
of the General Meeting, it shall be treated as a request for convening Extraordinary General Meeting.
General Meeting is valid and may adopt resolutions irrespective of the number of shareholders and
represented shares present at the Meeting, unless provisions of the Law or the Articles provide

otherwise. Each share shall give the right to one vote at the General Meeting.

Resolutions at the General Meeting are adopted by absolute majority of votes unless provisions of the
Law or the Articles provide otherwise. In the situation specified in art.397 of the Code of Commercial
Companies, a resolution of liquidation of the company shall be adopted by a majority of three fourths

of votes.

A resolution of abandoning to consider the matter placed on the agenda can be passed only
for important reasons. A relevant motion shall be substantiated in detail. Voting shall be open. A secret
ballot shall be ordered in the case of election and on motions to remove members of authorities
or liquidators of the company, or to hold such persons liable, and in matters concerning personal
issues. Furthermore, a secret ballot shall be ordered at the request of at least one shareholder from
among those present or represented at the General Meeting. Resolutions concerning a substantial

change in the objects of the company shall always be taken in an open voting by roll call.

General Meeting is opened by Chairman of the Supervisory Board or a person indicated by him, then
from those with the right to vote a Chairman of the General Meeting shall be elected. In case those
persons are absent, the General Meeting is opened by President of the Management Board
or a person appointed by the Management Board. Resolutions of the General Meeting, apart from

matters specified in this section or in the Articles, shall be required for:

1) examination and approval of the Management Board report on activities of the company

and financial statements for the previous financial year,
2) acknowledgement of the fulfilment of duties by members of authorities of the company,

3) decisions concerning claims for redressing damage inflicted upon formation of the company

or exercising management or supervision;

4) disposal or lease of the business enterprise or an organized part of it, or establishment of a property

right thereon,
5) issue of convertible bonds or bonds with priority right,

6) acquisition of own shares, which are to be offered to employees or persons that were employed

at the company or a company related to it during the period of at least three years,
7) adopting a resolution on division of profits or covering losses,

8) changes in the objects of activities of the company,
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9) amendments to the Articles of the company,
10) increase or decrease of the share capital,

11) redemption of shares (except of immediate redemption: of shares acquired with infringement
of provisions of Art. 362 §1 and §2 of the CCC, which were not disposed of within a year after they had
been acquired by the company and the remaining part of company’s own shares which exceeds 10%

of the share capital, not disposed of within two years since acquisition),

12) merging, dividing or restructuring of the company,

13) dissolution and liquidation of the company,

14) fixing the date of acquiring rights to dividend and the date of payment of dividends,

15) conclusion by the company of a contract of credit, loan, surety or other similar agreements with
a member of the Management Board, the Supervisory Board, auditing committee, proxy, liquidator

or for the benefit of any of those persons,
16) specifying remuneration for members of the Supervisory Board,

17) concluding an agreement with a subsidiary, which provides for managing the subsidiary
or transferring the profit by such entity.

Acquisition or disposal of real property, right of perpetual usufruct of or share in a real property do not
require a resolution by the General Meeting.

Competence specified above in points 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14 is exercised by the General
Meeting as follows:

a/ on a motion of the Management Board of the company, presented jointly with a written opinion
of the Supervisory Board,

b/ on a motion of shareholders representing at least 5% (ten percent) of the share capital, with
opinions of the Management Board and the Supervisory Board. If no opinion is received when
requested at least 14 (fourteen) days before the General Meeting, it shall be understood as lack

of objections.

12.5 Composition of and changes made in 2011, com petences of the parent’s managing and
supervising bodies

12.5.1 The Management Board of the parent

Composition of the Management Board of ELEKTROBUDOWA SA as at 1 January 2011:

Jacek Faltynowicz - President

Jarostaw Tomaszewski - Board Member
Ariusz Bober - Board Member
Tomasz Jazwinhski - Board Member
Stanistaw Rak - Board Member
Arkadiusz Klimowicz - Board Member
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In 2011 there was a change in the composition of the Management Board. Mr Stanistaw Rak
submitted a resignation from the post of the Board’s Member following his decision to retire. He was
the Board Member until 30 June 2011. The Supervisory Board appointed Mr Janusz Juszczyk as a
member of the Management Board of ELEKTROBUDOWA SA with the effect from 1 July 2011.

Composition of the Management Board of ELEKTROBUDOWA SA as at 31 December 2011:

Jacek Faltynowicz - President

Jarostaw Tomaszewski - Board Member
Ariusz Bober - Board Member
Tomasz Jazwinski - Board Member
Janusz Juszczyk - Board Member
Arkadiusz Klimowicz - Board Member

Regulations for the Management Board activity are defined in the Articles and the By-Laws of the
Management Board approved by the Supervisory Board.

The Management Board shall manage the affairs of the company and represents the company. The
Management Board holds meetings presided by its President. President of the Management Board is
also Director of the company. Resolutions of the Management Board are adopted by absolute majority
of votes. In case of equal number of votes President of the Management Board has got a casting vote.
All matters that are not reserved for General Meeting or the Supervisory Board fall within the
competence of the Management Board.

Two members of the Management Board acting jointly or one member of the Management Board
acting jointly with a proxy are authorized to represent the company. The Management Board may
grant a proxy with prior consent of the Supervisory Board. Proxies acting independently within their

authorizations may be appointed for performing actions of specific character or kind.

12.5.2 The Supervisory Board

The Supervisory Board is composed of 5 to 7 members appointed by General Meeting of
Shareholders for a joint three years’ term of office.

Composition of the Supervisory Board of ELEKTROBUDOWA SA as at 1 January 2011:

Dariusz Manko - Chairman

Karol Zbikowski - Vice-Chairman
Aleksander Chtopecki - Member
Jacek Chwalek - Member
Tomasz Mosiek - Member
Ryszard Rafalski - Member
Dariusz Wojda - Member

42



As the term of office for the Supervisory Board elapsed, the General Assembly of Shareholders
convened for 19 April 2011 appointed a Supervisory Board for a new term of office in the following

composition, valid as at 31 December 2011:

Dariusz Manko - Chairman
Karol Zbikowski - Vice-Chairman
Agnieszka Godlewska - Member

Eryk Karski - Member
Tomasz Mosiek - Member
Ryszard Rafalski - Member
Pawet Tarnowski - Member

The Supervisory Board acts on the basis of the Articles and its By-Laws approved by the Supervisory
Board. Resolutions of the Supervisory Board are adopted by absolute majority of votes. In case

of equal number of votes Chairman of the Supervisory Board has got a casting vote.

Apart from powers and duties of the Supervisory Board stipulated the Code of Commercial Companies
and other provisions of these Articles, the following matters fall within special competence
of the Supervisory Board:

1) to examine the Management Board report on activities of the company and the financial statements
for the previous business year for their compatibility with the books and documents and the actual
state of affairs,

2) to assess motions of the Management Board concerning division of profit or covering a loss,

3) to submit to the General Meeting the annual written report on the results of the examination
of the Management Board report on activities of the company and the financial statements for the
previous business year for their compatibility with the books and documents and the actual state
of affairs as well as motions of the Management Board concerning division of profit or covering a loss,
4) to appoint and dismiss members of the Management Board,

5) to suspend, for important reasons, individual or all members of the Management Board,

6) to assign member or members of the Supervisory Board, for the period not longer than three
months, to perform temporarily the duties of those members of the Management Board who have
been dismissed, have resigned or who are unable to perform their duties for other reasons,

7) to approve the regulations of the Management Board of the company,

8) to approve annual budgets and strategic plans of the company,

9) to appoint certified auditor for examination of financial statement

10) to represent the company in agreements concluded between the company and Members of the
Management Board, as well as in disputes with them,

11) to determine remuneration for members of the Management Board.

- and to grant consent to:
a) making commitments by the company or expenditures concerning one transaction or a series
of related transactions in the amount exceeding the equivalent of USD 100 000 (one hundred

thousand) established according to average exchange rate for USD published by NBP on the day
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preceding the day of request for approval made by the Management Board to the Supervisory Board,
not planned in the approved budget and outside ordinary management of the company,

b) acquisition or purchase of interest or shares in other companies,

c) joining other legal persons and sale of assets of the company, the value of which exceeds 10% (ten
percent) of net value of fixed assets, with the exclusion of those, which constitute inventories
marketable in the course of normal operation of the company,

d) taking credits and loans with the period of repayment over one year not planned in the approved
budget, other than trade credits taken by the company within the scope of ordinary management,

e) granting guaranties or sureties by the company not planned in the approved budget and charging
the assets of the company with obligations not planned in the budget,

f) concluding agreements between the company and a close person of Member of the Management
Board or in any way related to him — in each case, and between the company and the employees
of the company who report directly to the Members of the Management Board - in the case of one
contract or a series of related contracts for the amount exceeding USD 10 000 (ten thousand) fixed
according to average exchange rate for USD published by the NBP on the day of concluding
the contract. A close person is a spouse, a parent, siblings or children (also adopted) and persons
cohabiting in the same household (common-law marriage);

g) employing (on employment contracts or civil law contracts) advisers and other people from outside
the Company, especially as consultants, lawyers, agents, if annual total costs of employing a person
mentioned above would exceed the equivalent of USD 100 000 (one hundred thousand) established
according to average exchange rate for USD published by the NBP on the day preceding the day
of request for approval made by the Management Board to the Supervisory Board,

h) making advance payments against future dividend,

i) acquisition and disposal of real property or a share in a real property.

j) as long as the company remains a listed company and subject to representing the company
in agreements between the company and he Management Board Members and also in disputed with
them — giving consent to entering into agreement with related parties in the meaning of the Regulation
of the Minister of Finance on current and interim information provided by the issues of securities and
the condition of equivalence of the information required by the laws of a non-member country
or another legal act which will replace this Regulation. Consent is not required in respect of typical,
arm’s length transactions within the operating activity carried out by the company with a related party

in which the company has majority interest.

12.6 The Audit Committee and the Nominating and  Remuneration Committee of the parent

Two committees were operating in the Supervisory Board of ELEKTROBUDOWA SA in 2011:
the Audit Committee and the Nominating and Remuneration Committee. Operations
of the Committees are based on Regulations, annexed to the By-Laws of the Supervisory Board.
The Supervisory Board appoints permanent committees, its advising and opinion-making bodies.

The Committees are appointed by the Supervisory Board from among its members.



Operations of a Committee are supervised by its Chairperson. The chairperson supervises preparation
of agendas, distribution of documents and writing minutes of meetings, using the company’s resources

for these purposes.

Manner of convening the Committees’ meetings and adopting resolutions is governed by relevant

rules for manners of convening meetings and adopting resolutions by the Supervisory Board.

12.6.1 The Audit Committee of the parent

From among its members the Supervisory Board appoints an Audit Committee, composed of at least
three members, of whom at least one shall be independent of the company and entities significantly

related to the company and be competent in finances and accounting.

As at 1 January 2011 the Audit Committee worked in the following composition:
Dariusz Wojda — Chairman of the Committee,

Aleksander Chiopecki — Member,

Tomasz Mosiek — Member,

Ryszard Rafalski — Member.

The above composition was changed after the Annual General Assembly of ELEKTROBUDOWA SA
gathered on 19 April 2011 appointed the Supervisory Board of a new term of office. On the
Supervisory Board Meeting of 19 April 2011 a new Audit Committee was appointed.

As at 31 December 2011 the Audit Committee worked in the following composition:
Tomasz Mosiek — Chairman of the Committee,

Eryk Karski — Member,

Pawet Tarnowski — Member.

12.6.2 The Nominating and Remuneration Committee o f the parent

The Nominating and Remuneration Committee is composed of at least two members. The Committee

appoints its Chairperson out of its members.

As at 1 January 2011 the Nominating and Remuneration Committee worked in the following
composition:

Ryszard Rafalski — Chairman of the Committee,

Aleksander Chiopecki — Member,

Karol Zbikowski — Member.

The above composition was changed after the Annual General Assembly of ELEKTROBUDOWA SA

gathered on 19 April 2011 appointed the Supervisory Board of a new term of office.
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On the Supervisory Board Meeting of 19 April 2011 a new Nominating and Remuneration Committee

was appointed.

Composition of the new Nominating and Remuneration Committee valid as at 31 December 2011:
Ryszard Rafalski — Chairman of the Committee,
Agnieszka Godlewska — Member,

Karol Zbikowski — Member.

13. SIGNIFICANT EVENTS AFTER THE BALANCE SHEET DAT E

On 17 January 2012 the Finnish Electrical Workers’ Trade Union filed a motion to the District Court
in Satakunta to supplement the lawsuit relating to payment of employee wages, started on 8 August
2011. In the supplement of earlier claim the plaintiff requested that the District Court obligated
ELEKTROBUDOWA SA to pay to the Finnish Trade Union, to which the employees assigned their
receivables, a total amount of EUR 3 305 376.20, together with due interests. The amount of earlier
claim was EUR 2 704 906.67.

On 17 January 2012 the Finnish Electrical Workers’ Trade Union filed another lawsuit against
ELEKTROBUDOWA SA for payment of EUR 1 420 267.71. Subject of the lawsuit was the request
to award payment by ELEKTROBUDOWA SA to the Finnish Trade Union representing further 85
employees of the company employed at the site of Olkiluoto Nuclear Power Plant of additional
amounts to the remuneration for work performed in the period from January 2009 to August 2011. The
Trade Union petitioned to adjudicate the case together with the earlier lawsuit filed against
ELEKTROBUDOWA SA as it was based on the same legal grounds.

Currently, total amount of the claim lodged by the Finnish Trade Union is EUR 4 725 643.91 and
concerns 185 workers. ELEKTROBUDOWA's officials believe that they have strong arguments which

will allow the company to dismiss a substantial part of the claim (within 90 — 95% of the total amount).

Except the described above, no other events have occurred after the balance sheet date which could

significantly impact the financial position of the group or its financial result.

14. STATEMENT OF CONFORMITY WITH LEGISLATION

The consolidated financial statements of the group were prepared according to the International
Financial Reporting Standards as adopted by the European Union.

The Management Board of ELEKTROBUDOWA declares that all information required by the
Regulation of the Minister of Finance dated 19 February 2009 on current and interim information
provided by issuers of securities and with the conditions of acknowledging the equivalence of
information required by laws of a non-member country were included in the group’s financial

statements, except those which do not apply to the group.
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