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Company Profile
The Past and the Present

The history of the company ZAPA beton began at the start of the nineties as a small business with only a few
employees. Production initially took place in batching stations. The first conventional concrete mixing plant
operated by ZAPA was in Katerov in Prague. For financial reasons, the company's initial expansion mainly went
the way of renting older plants and their gradual modernisation. The first markets in the Czech Republic were
Prague and Central Bohemia and the first plant in Moravia was the concrete mixing plant in Hulin. The acquisition
of new plants took place swiftly and, over the course of the 1990s, ZAPA beton became one of the leading
producers on the Czech market for ready mixed concrete.

At the end of the same decade, ZAPA beton was incorporated into the structure of the German Dyckerhoff
Group, which later became part of the multinational Buzzi Unicem Group from italy. This holding company is
orientated towards the production of cement and ready mixed concrete and is active in Europe, Russia, the USA,
Mexico and North Africa. The company thus stabilised its capital at the turn of the millennium and continued to
grow. In 2003, ZAPA beton a.s. became a company with 100% foreign capital participation. It also gradually
achieved an important position on the Slovakian market, where it has now been present since 2001, and is ailso
active on the Hungarian market. ZAPA beton also produces aggregates.

Production in ZAPA beton a.s. takes place on the level of individual plants (concrete mixing plants and plants
producing aggregates), with a basic division into the regions of Bohemia and Moravia. The same regional division
also applies (in the case of ready mixed concrete) to sales activities. Company management — economic and
administrative control — is performed centrally. The company does not have any branch or another part of
enterprise abroad. At the end of 2016, ZAPA beton a.s. was producing in 53 concrete mixing plants, 2 quarries, 2
grinding plants and 4 gravel pits in the Czech Republic and through its subsidiary companies it also controlled
another 2 concrete mixing plants. In the Slovak Republic it was operating 15 concrete mixing plants and 2 gravel
pits. One gravel pit was operated under the ZAPA beton brand also in Hungary, where another sand pit was
acquired in 2016.

ZAPA beton a.s. participated in establishing the Czech Association of Concrete Producers and is one of its active
members. Its subsidiary, ZAPA beton SK s.r.0., is a member of the Slovak Association of Ready Mixed Concrete
Producers. These are professional interest groups made up of the most important companies in the field.

ZAPA beton — years and events:

1991 - Company founded by Jifi Pavlica, with its first plant in Prague

1993 - 3 plants in Prague

1994 - 5 plants, expansion into central Bohemia

1996 - 12 plants, expansion into eastem Bohemia and Moravia
- Transformed into a limited liability company

1997 - Transformed into a joint-stock company

1998 - Purchase of 49.97% of ZAPA beton a.s. shares by Dyckerhoff
- Acquisition of the subsidiary company VIA — VODA spol. s r.o.

2000 - Foundation of the subsidiary company ZAPA UNISTAV, s.r.o.

2001 - Entry into the Slovak market, foundation of the subsidiary company ZAPA beton SK s.r.o.
- Acquisition of the subsidiary EKO ZAPA beton, a.s.

2002 - Expansion into the Hungarian market, foundation of the subsidiary company ZAPA

BETON HUNGARIA Kit.

- Takeover of the ownership interests in the subsidiary companies of Dyckerhoff;
Bohemia Beton Union D&&in s.r.o., Beton Union Plzen s.r.o., BLANK BETON CHEB, k.s.,
ZS BETON CHEB, s.r.0., BLANK BETON MOST, k.s. and MOST BETON, s.r.0.
(in 2003 and 2004, the last four companies named merged with ZAPA beton a.s.)
2002 - 2003 - Increase in Dyckerhoff's ownership interest to 100%
- Acquisition of a part of the Piskovny Hradek a.s. shares

2003 - ZAPA beton a.s. surpassed 1 million m? of ready mixed concrete produced in one year
- The ZAPA beton Group became the Czech market leader for the first time
2006 - The ZAPA beton Group produced over 2 million m® in the Czech Republic and Siovakia
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- The Group was again the leader on the Czech market this year
- Merger of the subsidiary VIA — VODA spol. s r.0. with ZAPA beton a.s.

2007 - Sale of Bohemia Beton Union Dé¢in s.r.o.
2008 - Production by the ZAPA beton Group in the Czech Republic and Slovakia exceeded record 2.5
million m?

- ZAPA beton becomes the number one on the Slovak market for the first time
- Acquisition of SONDA, s.r.o. (Slovak Republic)

2009 - Impact of the economic crisis on the sales of the ZAPA beton Group: production in the Czech
and Slovak Republics in total dropped to 1.7 million m?

2010 - Production by the ZAPA beton Group in the Czech Republic and Slovakia amounted to almost
1.6 million m®

- The first concrete mixing plant was opened at ZAPA BETON HUNGARIA Kift.
- Takeover of a share in the Slovak company EURO BETON, s.r.0.

2011 - The ready mixed concrete production of the Group in the Czech Republic and Slovakia reached
almost 1.8 million m?
2013 - Buzzi Unicem "squeezed out” the remaining minority shareholders of Dyckerhoff

Aktiengesellschaft and became its sole shareholder
- Sale of the ownership interest in EURO BETON, s.r.0.
2014 - New General Manager, the reorganization of the company started
- Merger of Piskovny Hradek a.s. with ZAPA beton a.s.
- Merger of SONDA, s.r.0. with ZAPA beton SK s.r.o.
2015 - Commencement of the KOVV Project (Quality and Sale Are a Common Affair)
2016 - Ongoing reorganization of the company and its procedures; the KOVV Project in progress
- Sale of the ownership interest in Beton Union Plzen s.r.o.
- Acquisition of another Hungarian sand pit company

Fundamental Company Data

Company name:
Cormporate ID No..
Tax ID No.:

Data Box ID No.:
Registered office:
Telephone:

Fax:

Website:

E-mail:

Date of incorporation:
Legal form:
Registered capital:
Commercial Register:
Company Shareholder:

Statutory Body
-Board of DirectorsDirectors:
Supeivisory Board:

ZAPA beton a.s.

25137026

CZ25137026

94wg39w

Videiiska 495, 142 00 Praha 4, Czech Republic

+ 420 226 004 444

+ 420 226 004 440

www.zapa.cz

Zapa@zapa.cz

16 June 1997

joint-stock company

CZK 300,200,000 (3,002 registered shares with a nominal value of CZK 100,000)
Commercial Register by the Municipal Court in Prague under file No. B 4785
Dyckerhoff GmbH (100%), with its registered office at Biebricher Strasse €8,
65203 Wiesbaden, Germany (at the Registration Court in Wiesbaden under No.
HRB 27594)

Chairman: Jaromir Chmela

Members: Marco Duranda, Jiff Ha%a

Chairman: Paolo Zelano (his office was terminated as of 31 December 2016)
Members: Massimo Paris, Luigi Buzzi

Company Executive Management

General Manager:
Finance Director:
Director for Bohemia:
Director for Moravia:

Marco Duranda
Jiff Ha8a

Peter Markulinec
Vlastimil Hanatek

Director of Quarries and Sandpits, Head of the Central Services Dpt.: Jorg Reiner Wild

Head of Quality:
HR Manager:

Giuseppe Giunti
Al2bhéta Viachova
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Foreword from the General Manager on the Development of Company Activities and
Expected Development

Dear Shareholders, Business Partners and Colleagues,

| am happy to report highly positive results for 2016. ZAPA beton Group’s operating profit before depreciation
(EBITDA) of consolidated companies increased compared to 2015. The whole group's production output, not
counting the output of the now-divested subsidiary Beton Union Plzefi, grew by 1.4% year-to-year. The largest
increases in sales were realized in Prague and in concrete mixing plants in Bohemia. Production also improved mildly
in Slovakia, while Moravia struggled with a decline in orders.

We have continued with organizational and corporate process restructuring throughout the year.
We started optimizing our plant network to improve productivity and profitability.

We have continued with the project “Quality and Sale Are a Common Affalr” (Kvalita a obchod je vécl viech, KOVV),
and [ am proud to report that our production quality improved this year in the area of high-quality concrete production.
We also devote considerable attention to the development and introduction of special products, some of which are
already being delivered to our customers.

We have worked to implement new software in the technology and transportation areas, as well as to optimize
the control systems of our plants.

We have started the process of group structure streamlining by selling our interest in Beton Union Plzei. At the
same time ZAPA beton Group gained a new member — a sand pit operating company in Halészi, Hungary.

Our efforts to implement a new employee remuneration system are praceeding apace.

We have supported our employees with new benefits: additional private pension insurance contributions and dining
coupons.

We celebrated the 25% Anniversary of ZAPA beton with two events in our plants in Prague—Katerov and Hulln where
we invited our employees, clients, and other partners and their families.

In Slovakia, we continued to supply ready mixed concrete for one of the most important contracts in the history of our
group — the construction of two tunnels and several bridges as part of the extension of the D1 motorway near
Zllina, carried out by the Italian company SALINI IMPREGILO. Concrete work on the site will continue for another
three years.

Our company lives In a market environment and there are many challonges ahead for the next year. The
competition has grown stronger and we will strive to keep pace with the market and to expand and solidify our
competitive edge. In order to be prepared to meet these challenges, we have conceived a number of new projects.

For the period 2017 - 2018, we have prepared a new marketing campaign called Project NEMO (New Evolved
Materials for InnOvation), which accentuates special products with the potential for greater value added.

The KOVV Project is set to end in Q1/2017, and | am happy to say it was a success. As | have already mentioned, we
managed to improve the quality of our products and services and unify internal communications, as well as client and
partner communications. However, the standards set by the KOVV Project remain in effect, as high quality and good
communications require a constant effort.

| know that the past year was not easy. | would therefore like to thank you all for a job well done and wish you success
and happiness in the year ahead.

In Prague, on 3 March 2017

Ing. Marco Duranda

General Manager
Member of Directors
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Sales and After-Tax Profit
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Selected Financial Indicators of ZAPA beton a.s.

IncRcator

Calcutation of the Indicator

indicator Leve!

2007 | 2008 | 2000 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 [ 2018

Economic Effectiveness {Profitability)

Return on total capital

=(nlr-laxpr;i+lnm1mma'(1 - tex et 15% / 100)}/ total capital

23% | 25% | 15% | 9% | 6% | 6% | 3% [ 8% | 12% | 17%

Retumn on equity (ROE)

= aftar-tax proftt / equity

38% | 40% | 26% | 18% | 15% | 11% | 6% | 15% | 18% | 23%

Return on assets (ROA)

= after-tax profit / {otal not assets

23% | 25% | 15% | 8% | 7% | 5% | 3% | 8% | 12% | 17%

Financial Independence, Equity Level and Indebtedness

Financlal indepandence

= equlty / liabilies
liabilities = rows of tha Balance Shest B Llabitties + C Olhar (leblities

152%| 167% | 125%| 96% | 92% | 98% | 85% | 149% | 183% | 244%

Equity level

= equity / total capital

80% | 63% | 56% | 48% | 48% | 50% | 49% | 80% | 88% | 71%

Total indebtedness

= liabifitias / total net assels

liahilties = rows of the Balance Sheat B. Liabiities + C Other labfities

40% | 37% | 44% | 51% | 52% | 50% | 51% | 40% | 34% | 29%
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Research and Development

Expenditure on activities associated with research and development amounted to CZK 2 057 thousand in 2016.
This mainly involved the costs at our accredited laboratory and a share of the testing costs (services of material
testing and concrete consumption for testing purposes). Naturally, we want to be self-sufficient in this area and so
an ever-larger part of this activity is provided by our own technologists and specialists.

Quality

An integral part of the quality management system is the quality policy set by senior company management,
which conforms to the company's strategies, plans, objectives and possibilities and which defines customer
satisfaction with the products and services offered as one of the company’s main priorities. The introduction,
maintenance and constant improvement of the quality management system and its subsequent control are
ensured in the company by highly-qualified workers. In 2014, the documentation of the quality management
system and the environmental management was converted into electronic form in the company intranet and
became to be ondine accessible for each plant. In 2016, this documentation was extended by the Energy
Management System. Senior company management performs regular evaluations of the effectiveness of the
company's quality management system, including the adoption of measures to increase this and to ensure the
constant deepening of the awareness of all of the company's employees of the quality management system that
has been introduced within the company.

Efforts to ensure quality for the customers include (amongst other things) the regular checking and evaluation of
quality claims made concerning concrete. Accredited laboratories perform continuous supervision of production.
The company has an elaborate system of training for plant leaders, dispatchers and sales representatives.

The company has defined its QMS, EMS, and EnMS policies, valid for all plants, in a Directors Declaration. In
terms of ensuring the quality of its products and services, ZAPA beton a.s. introduced and successfully certified a
quality management system (QMS) in line with CSN EN ISO 9002:1995 in 1995 — for the Kaderov concrete
mixing plant. In the following years, the QMS was introduced in line with CSN EN ISO 9001:2001 and certified in
other (existing and new) company concrete mixing plants. QMS certification pursuant to CSN EN 1SO 9001:2009
was perfomed at concrete mixing plants in Bohemia and Moravia within 2009. Already the second QMS
recertification pursuant to CSN EN SO 9001:2009 took place over the course of 2015 in concrete mixing plants
in Bohemia and Moravia. In 2015, the first QMS certification pursuant to CSN EN ISO 9001:2009 in all
aggregates plants has been carried out. As at the end of 2016, 23 concrete mixing plants in Bohemia, 30
concrete mixing plants in Moravia held a QMS certificate as well as 8 aggregates plants.

From among the subsidiary companies, a QMS certificate in line with CSN EN ISO 9001:2009 is held by EKO
ZAPA beton, s.r.0. and ZAPA UNISTAV, s.r.o. The quality management system has been gradually introduced
and adopted in Slovakia since 2002. By the end of 2016, QMS certificates issued in line with EN [SO 9001:2008
were held in ZAPA beton SK s.r.0. by 12 concrete mixing plants and the administration centre in Bratislava.

Annual Report 2016 — ZAPA beton a.s.



Environmental Protection

The production of concrete mixtures and the mining and processing of aggregates are industrial activities that
place great demands on environmental protection, especially in the field of decreasing emissions, dust and noise
pollution. Constant efforts focused on the timely implementation of environmental protection measures and
increasing the technological level of production in all of its stages ensure that ZAPA beton a.s. is managing to
keep up with current trends in environmental management and not coming into conflict with the interests of
environmental protection.

As early as 2015 the envionmental legislation was significantly amended to comply with European Union law
and unify hazardous waste and substances classification pursuant to EU Commission Regulation. It was
reflected in extended efforts of our company's management and control bodies which prepared and camied out
special trainings of responsible persons in respective plants and implemented changes in our concrete mixing
plants.

Concrete Mixing Plants

The main purpose of the business of ZAPA beton a.s. is the production and placing of ready mixed concrete.
Strict ecological norms are complied within individual plants, in line with the relevant legislation and in close
cooperation with the specialist centers of the individual ministries concemed (e.g. the Ministry of the
Environment) and with the regulatory authorities or state administration (e.g. the Czech Environmental
Inspectorate). The strategic aim of ZAPA beton a.s. is to situate individual plants in approved industrial zones,
with the aim of minimizing any possible impact on the environment. In terms of environmental protection,
production technology is especially focused on reducing the release of solid pollutants into the atmosphere.
Individual concrete mixing plants are encased and insulated, in order to provide protection against operational
noise and dust, and, furthermore, some of them are equipped with misting or sprinkling equipment to moisten
individual aggregate sizes and the whole plant premises. High-performance fiiters are installed in cement and fly-
ash silos, capable of catching more than 99.829% of dust particles. The treatment of sludge water and solid
waste constitutes an integral part of environmental protection. Most plants are equipped with recycling
equipment, which allows the further processing of sludge water and solid recyclable material when preparing
mixtures according to approved prescriptions. This means that practically waste-free operation is achieved. Great
emphasis is placed on the regular training of staff at concrete mixing plants in fields relating to the production of
technically more-advanced mixtures and environmental protection.

The main task in 2016 lay in pursuit of adaptation to changes to chemical substances environmental regulations
in accordance with EU Regulation. Various maintenance works were also performed on concrete compacted
areas and buildings in concrete mixing plants, which on the one hand improved the visual appearance of older
operations and on the other hand prevented their further fall into dereliction. Conventional repairs and
maintenance of production capacities took place with a maximum effort towards achieving savings and finding
reserves, although with no negative impact on quality and the useful life of the equipment.

In 2016, we installed recycling device in our concrete mixing plant in SluSovice. The Kacerov concrete mixing
plant underwent construction upgrades and operating regulations changes to prevent waste water spillage
outside the waste water pits. Anti-dust filters were installed in the cement silos in Hodonin. The concrete
compacted areas of the Ostrava-Hrabova concrete mixing plant were redesigned to prevent contaminated rain
water from spilling outside the plant area. We have also implemented an effective fuel consumption monitoring
system in our truck and passenger car fleets, enabling us to discover and limit nonecological driver behavior.

The high level of the environmental protection has beens documented also by the EMS (Environmental
Management System) certification in line with CSN EN 14001:2005, whereas the respective certificate is held by
6 concrete mixing plants (Hranice, Kladno, Stfedokluky, Katerov, Plsnice and Hulin). As concems ZAPA beton
SK s.r.o0., for its 2 concrete mixing plants and the Administration in Bratislava, also a certificate EMS in line with
EN (SO 14001:2004 has been issued.

In 2016, ZAPA beton a.s. introduced a CSN EN ISO 50001:2012-compliant Energy Management System (EnMS)
in all its concrete mixing plants in the Bohemia and Moravia regions and all aggregates plants. Through the
adoption of this system, the company strives to decrease the energy consumption of its operations and seeks
further opportunities to improve energy efficiency, thereby decreasing its environmental impact and production
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costs. This also enables us to offer our products to customers at better prices. Also in 2016, the company
received EnMS certification for all its concrete mixing plants in the Bohemia and Moravia regions and all its
aggregates plants.

Quarries and Sand Pits

Locations which are a habitat of wild fauna, particularly amphibians and reptiles, are guaranteed, during mining
operation, to be preserved in their original condition so that there is no disturbance to the functioning of the
environment or any new negative impact. New biotopes (mostly pools) are designed and created so that the
population of such animals is not endangered by mining and related activities, and vice versa, so that mining can
be carried out in a sustainable range. In pursuit of maintaining a good state of pools by, for example, securing
permanently stable conditions in their vicinity, keeping the water level during droughts, controlled succession,
eic., we secure permanent care performed by our employees under a supervision of professional biomonitoring
that regularly monitors given locations and instructs on how to maintain such locations' good condition and
enhance them. New habitats (bodies of water, pools, wetlands, shrubberies, forest or rock cultures, and other
things) are further created as a part of reclamation of excavation voids. In 2016, we finished revitalizing the
fishing pond in Beztahov; this was one of the compensation measures required for us to be allowed to continue
operations in the Votice quany.

Employees

As at the end of 2016, number of employees in ZAPA beton a.s. was 477. This concemns all employees as at 31*
December 2016, with deductions for social security and health insurance, including those working subject to
agreements for repeated work and including agreements for the performance of one-off work, in cases where
there was an obligation fo deduct social security and health insurance contributions. The number of employees
decreased in size year-on-year by 2.9% and selected payroll costs (wages and related social and health
insurance) dropped by 2.6%, particularly due to organizational changes commenced with purpose of the
centralization of company supporting processes as well as of the effectivity increase of the plant operations and
plant network. Most of our personnel (87%) were male; women were mainly employed in administration.

The company has an elaborate system of material incentives in place (bonuses, evaluation of personal targets,
participation in the company results - EBITDA bonus, retirement bonus, a company car if required, which is also
available for personal use efc.). ZAPA beton a.s. provides its employees with contributions towards private life
insurance and towards additional private pension insurance. In order to support a healthy lifestyle - regular
catering of the employees, there have been introduced dining coupons for employees. Holiday entitlement is 5
days more above the legal minimum. Employees are entitled to free legal consultancy. The company signed a
framework agreement on insurance for damages caused to employer by an employee while performing work. At
child birth, fathers will have entitlement for one additional free day paid by company over the entitement set by
law. Each year, the company organizes regional Christmas meetings of employees. in 2016, the employees had
the opportunity to meet also in two 25% Anniversary celebrations of ZAPA beton company in Prague and Hulin.
The events were focused not only on meetings with colleagues, customers and company partners, but also on
support of the family life through a variety of activities for children and adults prepared in the concrete plants
premises.

Numerous training sessions are organized each year for operating and administration employees using extemal
and in-house trainers. Operational training sessions are mostly focused on working with machinery inclusive of
driving and occupational health and safety. The company is also focused on the training measures connected
with the environmental protection. Other professions in the field of administration undergo regular training
sessions, which are mainly orientated to the provision of information on current legislation and other knowledge
(accounting, tax, HR and salaries, IT skills, training for drivers of company passenger cars, the Legal Department
etc). English courses also take place for the administrative positions. The total training costs in 2016 amounted to
TCZK 1,635. The year 2016 was significant particularly because within the ongoing KOVV Project (Quality and
Sale Are a Common Affair) were organized many trainings of sales representatives, technologists, plant
managers, colleagues from transportation, dispatchers, and other employees.

Increased attention and special accent are paid to occupational health and safety during the execution of work
duties. The goal of company is — via the work organization and risk prevention — to ensure a maximal safety of
the employees, especially when working with machines, electrical equipment and means of transport, moving
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around building sites or handling chemical or explosive substances. This effort includes all above the
organisation of regular obligatory training sessions, ensuring optimum working conditions, the provision of safety
signs, work clothing and protective aids, etc. There was one accident at work recorded over the course of 2016.
No job-related illness was reported.

Number of employees as of 31% December (employees with soclal security & health insurance contributions)
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Selected personnel costs — dining coupons, private life insurance contributions, training (TCZK)
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Important Events Occurring after the Balance Sheet Date

No other events with any significance for the purpose of this Annual Report occurred after the balance sheet
date.

Equity Participations of ZAPA beton a.s. (as of 31" December 2016)

ZAPA beton a.s.
S s s .
ZAPAUNISTAV, s.r.o. EKO ZAPA beton, a.s. ZAPA beton SK e.r.0.
50% 50% 98.87%
ZAPABETON
HUNGARIA K1 e
100%
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ZAPA beton a.s.

Financial Statements for the year ended 31 December 2016

(Translation of Financial Statements Originally Issued in Czech -
See Note 2 to the Financial Statements)



ZAPA beton a. s. as at 31 December 2016

Czech Statutory Financlal Statement Forms (In thousands of Czech crowns)

BALANCE SHEET
Current year Prior year
— 2016
Gross Allowances Net Nest
TOTAL ASSETS
A STOCK SUBSCRIPTION RECEIVABLE

4, |Other intanglbio fxed assals
nces g Intangible fixed assets and Intangidie
s, |fxod asvots In progress
1. |Advances for Intan fixed assots

2. |in o fixed assals in prograss

B Tanglble fixed assots
B. I 1 Land end siuctures
1.
2. [Structures
2. Movable assets and sels of movable assels
3. Gein or loss on ravaluation of acquired property
4, Other tangible fixed nssels
. yial orops
2. |Livestock
3, [Miscallzneous tangible fixed assets
FWM for tangibia fixad assels and (angiow Txed
5. |easets in progross
1. [Advancas for fixnd assels
2. |Tangible fixed assels in 55
B. . g enity 277,600 277,600

rolied or controling entity

6.3. |Unbilled revenus

5.4. [Miscallansous recelvables

141

The accompanying income statement, cash flow statement, statement of changes in eaquity and notes are an integral part of the financial

statements.



ZAPA beton a. 8. as at 31 December 2016

Czech Statutory Financlal Statement Forms (in thousands of Czech crowns)

BALANCE SHEET
Current year Prior year
2018
Gross Allowsnces Net

c i Z [Shortterm receivabins

The accompanying Income statement, cash flow statement, statement of changes In equity and notes are an integral part of the financlal

statements.




ZAPA beton a. . as at 31 December 2016

Czech Statutory Financlal Statement Forms (In thousands of Czech crowns)

BALANCE SHEET

»
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The accompanying Income statement, cash flow statement, statement of changes In equlty and notes are an Intagral part of the financial statements.
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ZAPA beton a. s. for the year ended 31 December 2016
Czech Statutory Financial Statement Forms (in thousands of Czech crowns)

INCOME STATEMENT
Current year Prior year
2016
I [Ravanue from saia of finished products and services 2,030.787 1,978,508
TRavenua from aaie of goods 1 11,268 | 25,603
A [Production-ralated mption ;
Al. |Costof goods sold
A2 Col of matorial and &n
A, Servicas

B. |Change In Inventory produced Iintamally (+/-)
C. |Own work capitalized (-)

[E Valuo in respoct of operating activitios
E.1.  |Value adjusimonts In respect of intangible and tangible fixed asssts - 67603 o ;
E.1.1. |Value adjustments In respact of intangible and langible fixed assats - pormanent 56,871 53,254
E.1.2. |Valus Mdmghmmwm-m
2. [Vaki s mspod vty
E3. |Veluo sdjustments in respect of receivablos

| Othar ting Income

i1, [incoma from sale of fixed assets
.2,  lincoma from sals of malerials
3. [Miscailansous aperating income

¥ Othar operating expenses
F.A.  [Net book value of foed assets sold
F.2.  |Nst book value of materials sold
F.3. |Taxes and charges relating to operations
F.4. |Provisions refating lo operations and prepald expenses (specific-purpase expenses) 2,462 5,005
F.5. |Miscallaneous opemating expenses

s [Profit or los on opamting activities (+/-)

A income from rm Investmonts - interests
V.A.  [income from interasts in subaldiaries or parents
V.2, |Other income from interesis

I3 Cost of Intarusts sold

IV income from other long-term Investments
V. [incame from other long-term Investments - subsidiaries or
V.2, [Ofther income from othor Invesiments

H. Fm.ﬂ rofating to other long-term investments

V& intorast racaivabla and similar incoma
V1. |interest receivable and similar income - subsidieries or parent
Vi.2. _[Other interast recsivable and simliar income

1. [Vaiue adjustmants and provisiona reiating to financial activities

J. Interest payable and similar expansss
J1. [Interest le and similar expenses - subsidarias or parents
J.2. _ [Other interest payabls and similar expanses

Vi, [Cther finance income

K [Other finance cost

. [Profit or loss on financlal activites (+/-)
[= [Profit or fous bufore taxation (+1-)

The accompanying Income statement, cash flow statement, statement of changes in equity and notes are an integral part of the financial
statements.



ZAPA beton a. s. for the year ended 31 December 2016
Czech Statutory Financlal Statement Forms (In thousands of Czech crowns)

INCOME STATEMENT
Current year Prior year
2018
L Income tax
L1, [income tax due 40,040 34,312
L2 [income tax defarred (+]-) 1,995 | 3491
s [Profit or [oss aftar taxation (+1-)
M. [Transfor of share of profit or loss to partners (+1-]
Baad [Fromit_or loss for tho year (+/-)
v [Nat I 2,171,588 | 2,080,620
Propared  |Slgnature of mm Parson responsila Parson responsibla
on; slatutory bady; : for sccounting for financial slatemanta
(name, signature). (neme, signature):
- i Z@ J Jit Ha
[3.3. 2017 |Marco Duranda Jan Machdi lel. +420 581 620 428

The accompanying Income statement, cash flow statement, statement of changes In equity and notes are an integral part of the financial

statements.




ZAPA beton a. s. for the year ended 31 December 2016
Czech Statutory Financial Statement Forms (in thousands of Czech crowns)

CASH FLOW STATEMENT

For the years ended 31 Dacember 2018 and 2016

Currant year Prior year
2015
[Cash fiows from operating activities

Z |Fﬁ_ﬂ_orﬁumum_!|lwu!ﬁﬂi-hhnmﬂm{ﬂ-j [ - aamas] o e
or Jons 1o nal cash provided by or usad In operaung ectviles [ - E '

in of fxed assats and -0

EPPEPEPY
NBO RGN

alus 1o profil or Joss, dvidends receved

Net cash from operating activities before taxation, changes in working captial and
. extraordinary items

A

AL

A 2 1

A 2 2

A 2 3

A 2 4

A 2 &

A = [nn cash from oparating activities before taxation, Interest pald and extraordinary Hams
A 1. [Interast paid

>

3.
4. 1. [Incoms Tex paid

A lrm:ua, Ided by {used In) operating activities
[Cash flows from Investing activities

[l o [Nstcash provided by (used In) Investing activities

|cash lows from financing activitias

T o oy o i, o T o o o I R G

. & i ct of other chanpes in aguity on caah
C. 2. 2. |Profit shares pald
C. 2. 3. [Effact of other ch n own capital on cash

c - ENI! cash provided by (used In) financing activities

£ [Nst Increass {dscreuss} In cash
P. Cash and cash equivalonts at beginning of year
R Cash and cash squivalants at and of year

Person responsibla Parson responsible

for accounting for financial statements

(name, signature): (name, signature): (
F}v ”Z@_ W Hade

Jan Machéh Phone:

The accompanyling income statement, cash flow statement, statement of changes in equity and notes are an Integral part of the financlat
statements.



ZAPA beton a.s.
Financial Statements for the year ended 31 December 2016

1. DESC C

ZAPA beton a.s. (“the Company”) is a joint stock company that was established by the Memorandum of
Association of 2 April 1997 and was incorporated on 16 June 1997 by entry into the Commercial Register
maintained with the Municipal Court in Prague.The Company's registered office is located in Prague 4,
Videfiska 495, post code 142 00, the Czech Republic, and the business registration number (IC) is
251 37 026. The Company is involved in the production, transport and laying of concrete mixtures.

The sole shareholder of the Company is Dyckerhoff GmbH., Wiesbaden, Biebricher Strasse 68, 65203,
Gemany, registration No.: HRB 27594,

The Company is a member of the Dyckerhoff/BUZZI Group (Buzzi Unicem S.p.A.), with its registered
office located at via Luigi Buzzi 6, 150 33 Casale Monferatto (AL), Italy (registered by the Commercial
Court in Alessandria under No. 00930290044).

In 2016, there was made no change to the business register. On 17 May 2016, the Supervisory Board
re-elected Jiri Ha3a for another 3 years as a member of the Board of Directors. As at 17. May 2016,
Massimo Paris was re-elected as a member of Board of Directors.

Members of the statutory bodies as at 31 December 2016 were as follows:

Board of Directors
Chair: Jaromir Chmela
Member: Jiff Hasa
Member: Marco Duranda

Supervisory Board

Chair: Paolo Zelano
Member; Massimo Paris
Mamber: Lulgl Buzzi

The Company's statutory body is the Board of Directors; the Company's supervisory body is the
Supervisory Board. As for the reporting structure, the CEO reports to the Board of Directors; executive
director for the Bohemia region, the executive director for the Moravia region, the executive director for
quarries and sand quarries (being a head of central services department at the same time), the quality
assurance manager, the financial director and HR manager all report to the CEO.

The Company has no foreign branch or other part of the business abroad.

1

The accompanying balance sheet, income statement and cash flow statement are an integral part of the financial
statements.



ZAPA beton a.s.
Financial Statements for the year ended 31 December 2016

2, BASIS OF PRESENTATION OF THE FINANCIAL STATEMENTS

The accompanying financial statements were prepared in accordance with the Czech Act on Accounting
and the related guidelines as applicable for 2016 and 2015.

The figures contained in these financial statements are presented in thousands of Czech crowns
(CZK thousands).

Pursuant to requirements of the Act on Accounting amendment and the related guidelines as applicable
from 1 January 2016, the presentation of items in the balance sheet and in the income statement has
changed. To achieve the comparability of these items with the respective items for the preceding
reporting period, the items in the balance sheet and in the income statement for 2015 have been
appropriately adjusted so that they correspond to the classification in the current period; it pertained
especially to different presentation of changes in inventory, provisions and allowances in the income
statement and adjustment of receivables and liabilities to the new balance sheet format. The Company
has followed the Czech accounting standard for entrepreneurs No. 024 “Comparative Period for the
Reporting Period Started in 2016".

Explanation Added for Translation into English
These financial statements are presented on the basis of accounting principles and standards generally
accepted in the Czech Republic. Certain accounting practices applied by the Company that conform

with generally accepted accounting principles and standards in the Czech Republic may not conform
with generally accepted accounting principles in other countries.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied by the Company in preparing the 2016 and 2015 financial statements
are as follows:

a) Intanglble Fixed Assets

Intangible fixed assets are recorded at their acquisition cost and related expenses.

Intangible fixed assets are assets with a value exceeding CZK 40 thousand and useful economic life
exceeding one year in each individual case. Intangible fixed assets with acost exceeding
CZK 40 thousand are amortized over their useful economic lives.

Amortization

Amortization is calculated based on the acquisition cost and the estimated useful life of the related asset.
The useful economic lives are as follows:

_ Years
Certification 4
Software
License

2

The accompanying balance sheet, income statement and cash flow statement are an integral part of the financial
statements.



ZAPA beton a.s.

Financial Statements for the year ended 31 December 2016

b) Tangible Fixed Assets

Tangible fixed assets are assets with a value exceeding CZK 20 thousand and useful economic life
exceeding one year in each individual case.

Purchased tangible fixed assets are recorded at their acquisition cost, which consists of purchase price,
freight, customs duties and other related costs.

Internally-developed tangible fixed assets are recorded at their accumulated cost, which consists of
direct costs, indirect costs directly related to the creation of the intemally-developed asset (production
overheads), and/or indirect administrative costs, if the period of development of the asset exceeded one
year.

The costs of technical improvements are capitalized. Repairs and maintenance expenses are expensed
as incurred.

Depreciation
Depreciation is calculated based on the acquisition cost and the estimated useful life of the related asset.
The useful economic lives are as follows:

Years
T 4
Passenger cars 4
Buliding machinery 10
Pumps 10
Mix trucks and other trucks 10
Safety equipment 10
Furniture and fixtures 10
Concrete plant technology 10
Other machinery and equipment 10
Utility supply networks 15
Handling areas 15
Gain or loss on the revaluation of acquired property 15
Constructions + fences 30
Fixed assets introduced after explration of lease 2

contracts

The gain or loss on the revaluation of acquired property represents the difference between the valuation
of an enterprise (or a part thereof), acquired by transfer, by contribution or valuation of assets and
payables as part of transformation of corporation, except change in legal form, and sum of valuation of
single parts of assets of company selling, ceasing or splitting, reduced by adopted debt The gain on the
revaluation of acquired property is depreciated on a straight-line basis over a period of 15 years from
the acquisition of the enterprise.

Allowance making policy

3
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ZAPA beton a.s.

Financial Statements for the year ended 31 December 2016

Based on Inventory-taking, allowances may be created against unused tangible fixed assets whose
carrying value temporarily does not correspond to their actual condition. The amount of such allowances
is determined by comparing the book value and the fair value of the relevant asset.

c) Financial Assets
Short-term financial assets consist of liquid valuables and cash in hand and at bank.

Long-term financial assets consist of ownership interests, available-for-sale securities and loans with
maturity exceeding one year.

Upon acquisition, securities and ownership interests are valued at their acquisition cost, which includes
direct costs related to the acquisition, e.g. fees paid to consultants.

On the date of acquisition of ownership interests, these long-term financial investments are classified
by the Company as subsidiaries or associates (ownership interests constituting controlling or significant
influence).

Ownership interests were acquired as a consideration for a non-monetary contribution to a business
company and are valued at the net book value of the non-monetary contribution. If the contribution
constitutes a taxable supply, such net book value shall be increased by value added tax.

Investments in enterprises in which the Company has the power to govern the financial and operating
processes so as to obtain benefits from their operations are treated as ‘Equity investment
in subsidiaries’.

Investments in enterprises in which the Company is in a position to exercise significant influence over
their financial and operating processes so as to obtain benefits from their operations are treated as
‘Equity investments in associates'.

The long-term portion of a loan provided to group companies which is due after one year is recorded as
‘Loans and borrowings — receivables from group companies' in the balance sheet. The short-term
portion of a loan provided to group companies which is due within one year and outstanding interest is
recorded in 'Short-term receivables from group companies with majority control’ in the balance sheet.

If there is a decrease in the carmying value of long-term financial assets that are not revalued at the
balance sheet date, the difference is considered a temporary diminution in value and is recorded as an
allowance.

Within the group, a system for utilization of idle money of individual group companies, i.e. cash pool,
has been introduced. Cash used from this system as at the date of the financial statements is reported
in ‘Current liabilities to group companies with majority control' in the accompanying balance sheet and
the change in the deposited cash is reported in ‘Changes in long-term liabilities and long-/short-term
loans' in the accompanying cash flow statement.

d) Inventory

Purchased inventory is stated at cost. Costs of purchased inventory include acquisition-related costs
(freight, customs, warehousing, commission, insurance, etc.).

4
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ZAPA beton a.s.

Financial Statements for the year ended 31 December 2016

Finished goods and work-in-progress are recorded at actual cost. The cost of inventory produced
internally includes material and labor costs and a proportion of production overhead costs allocated on
the basis of stage of completion.

Inventory released from warehouse is recorded using the weighted average method.

Allowances are recorded on the basis of evaluation of marketability of inventory as a percentage of the
warehouse value of inventory.

@) Receivables

Upon origination, receivables are stated at their nominal value as subsequently reduced by appropriate
allowances for doubtful and bad amounts. Receivables acquired for a consideration or by payment are
carried at their acquisition cost and, subsequently, they are carried at this value adjusted for doubtful
and uncollectible amounts. No accounting or statutory allowances are created against group
receivables.

f) Equity

The baslc capital of the Company is stated at the amount recorded in the Commercial Register
maintained in the Regional Court. Any increase or decrease in the basic capital made pursuant to the
decision of the General Meeting which was not entered in the Commercial Register as at the financial
statements date is recorded through changes in basic capital.

In accordance with the Articles of Association, the Company creates a reserve fund from profit or from
amounts contributed by partners above their contributions.

g) Provisions and Liabilities

The Company creates legal provisions in accordance with the Act on Provisions and provisions for
losses and risks if the related purpose amount and timing can be reliably estimated and the accrual and
matching principles are observed.

The provision for restoration and rehabilitation of land is created over the period of the lease contract
based on estimated costs of rehabilitation of the land and costs of liquidation of the concrete plant after
the lease contract expires.

The provision for remediation and reclamation and for mining damage is created based on the
instructions of the relevant Mining Authority taking into account the volume of extracted material.
Additions to the provision are credited to a restricted bank account.

Long-term liabilities and current liabilities are carried at their nominal values. Amounts resulting from the
revaluation of financial derivatives at fair value are shown in other payables.

h) Leases

The Company records leased assets by expensing the lease payments and, for finance leases,
capitalizing the residual value of the leased assets when the lease contract expires and the purchase
option is exercised. Lease payments paid in advance are recorded as prepaid expenses and amortized
over the lease term.

[} Foreign Currency Transactions

5
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ZAPA beton a.s.

Financial Statements for the year ended 31 December 2016

Assets and liabilities whose acquisition or production costs were denominated in foreign currencles are
translated into Czech crowns at the exchange rate prevailing as at the transaction date. On the balance
sheet date monetary items are adjusted to the exchange rates as published by the Czech National Bank
as at 31 December.

Reallzed and unrealized exchange rate gains and losses were charged or credited, as appropriate,
to finance income for the year

j}  Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. The Company management
prepared these estimates and predictions based on all available relevant information. These estimates
and assumptions are based on information available as at the date of the financial statements and may
differ from actual results.

k) Recognition of Revenues and Expenses

Revenues and expenses are recognized on an accrual basis, that is, they are recognized in the periods
in which the actual flow of the related goods or services occurs, regardless of when the related monetary
flow arises.

Revenues are recorded on the date on which the goods are dispatched from warehouse and the
ownership passes to customer or on the date on which the services are provided, and are recorded net
of discounts and value added tax.

Interest revenues are recognized on an accrual basis based on the outstanding principal amount and
the valid interest rate.

Revenues from dividends are recorded when the right to receive dividends is declared.
I) Cash flow statement

The cash flow statement was prepared using the indirect method. Cash equivalents are short-term liquid
assets that can be easily translated to a known amount of cash.

Cash and cash equivalents from operating, investment and financial activities included in the cash flow
statement are not mutually offset.

Current accounts as at 31 December 2016 and 31 December 2015 include restricted accounts
maintained with banks and used for the purpose of the statutory provision for remediation and
reclamation; the use of the funds in this account is restricted. As a result, these funds are reflected as
an increase in receivables rather than cash and cash equivalents in the cash flow statement.

m) Income Tax

The corporate income tax expense Is calculated based on the statutory tax rate and book income before
taxes, increased or decreased by the appropriate permanent and temporary differences (e.g. non-
deductible provisions and allowances, entertainment expenses, differences between book and tax
depreciation, etc). In addition, the following items are taken into consideration: tax base decreasing
items (donations), tax deductible items (tax loss, research and development costs) and income tax
reliefs.
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Financial Statements for the year ended 31 December 2016

The deferred tax position refiects the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for corporate
income tax purposes, taking into consideration the period of realization.

n) Diminution in value

On the balance sheet date, the book value of the Company's assets is evaluated in order to identify any
signs of impairment loss. If there are such signs, the realizable value of such asset and the scope of
impairment loss, if any, is estimated. If the realizable value of an asset cannot be estimated, the
Company shall determine the realizable value of the revenue unit to which such asset belongs.

The realizable value is the higher of the net selling price and the value in use. To detemine the value
in use, the estimated future cash flows are discounted to their current value using a discount rate before
tax that reflects the current market estimate of the time value of money and risks specifically relating to
the given asset.

If the estimate shows that the realizable value of an asset (or revenue unit) is lower than its book value,
the book value of such asset (revenue unit) is written down to its realizable value.

o) Subsequent Events

The impact of events that occurred between the balance sheet date and the date of the financial
statements preparation is recognized in the financial statements provided these events provide
additional evidence about conditions that existed at the date of the balance sheet.

If material events reflecting the facts occurring after the balance sheet date happened between the
balance sheet date and the date of the financial statements preparation the consequences of these
events are disclosed in the notes to the financial statements but not recognized in the financial
statements.
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Financial Statements for the year ended 31 December 2016

4. FIXED ASSETS
a) (intangible Fixed Assets (In CZK thousands)

COST
At beginning b At end
_ of year Additions Disposals  Transfers of year
Research and development 2,881 - - - 2,881
Software 9,262 - - 955 10,217
Patents, royalties and similar
rights 5,288 - - - 5,288
Foundation and organization
expenses 7,130 - - - 7,130
Other Intangibles 130 - - - 130
Intangibles in progress 69 886 - (955) 0
2016 Total 24,760 886 - - 25,646
2015 Total 28,883 177 (4,300) - 24,760
ACCUMULATED AMORTIZATION
At beginning Amortization .. At end Net book
of year during year Disposals of year value

Research and development (2,881) - - (2,881) -
Software (5,398) (1,639) - (7.037) 3,180
Patents, royaltles and
similar rights (5,:288) - - 6289 -
Foundation and organization R
eo&ies 7.130) - - @130
Other intangibles (130) - - (130)
Intangibles in pragress - - - -
2016 Total (20,827) (1,639) - (22,466) 3,180
2015 Total (23,606) (1,521) 4,300 (20,827) 3,933

The accompanying balance sheet, income statement and cash flow statement are an integral part of the financial
statements.
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b) Tangible Fixed Assets (in CZK thousands)

COST
At beginning At end
of year Additions Disposals Transfers of year
Land 172,171 43 (1,9586) 0 170,258
Constructions 586,967 139 (408) 15,272 601,970
Machinery and equipment 691,472 1,931 (1,701) 28,556 720,258
Vehicles 59,426 - (13,949) 22,554 68,031
Furniture and fixtures 2,261 - (9) - 2,252
Gain or loss on the revaluation of acquired
property 45442 " ) " 45,442
Other tangibles 11,252 - - 11,252
Advances for tangibles 3,120 141 (391) - 2,870
Tangibles In progress 33,767 63,649 (684) (66,382) 30,350
2016 Total 1,605,878 65,903 (19,088) - 1,652,683
2015 Total 1,563,074 65,681 (12,877) - 1,605,878
ACCUMULATED DEPRECIATION
L Cost of
At beginning Depreciation salesor Dls At end Net book
posals Allowances
of year during year liquidation of year value
Land - - - - - (10,220) 160,038
Constructions (393,503) (17,164) {146) 408  (410,405) (2,000) 189,565
Machinery and
equipment (585,775) (30,529) (459) 1,701 (615,062) - 105,197
Vehicles
(18,618) (5,240) (6,614) 13,949 (16,523) - 51,507
Furniture and fixtures (2,234) (10) - 9 (2,235) - 17
Gain or loss on the
revaluation of acquired
property (38,233) (1.291) - - (39,524) - 5918
Other tangibles (6,687) (602) - - (7.289) - 3,963
Advances for tangibles - - - - - (893) 1,977
Tangibles in progress - - - - - (1,163) 29,062
2016 Total (1,045,050) (54,836) (7.219) 16,067 (1,091,038) (14,276) 547,224
2015 Total (1,000,134) (51,733) (863) 7,680 (1,045,050) (3,544) 557,284

In 2016, the Company put into operation a newly acquired concrete plant at Sluovice (construction and
acquisition of concrete plant technology) in the amount of CZK 21 million. Significant additions to
investments included acquisition of vehicles.

The accompanying balance sheet, income statement and cash flow statement are an integral part of the financial
statements.
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The total value of small tangible fixed assets which are not reflected in the accompanying balance sheet
was CZK 27,5689 thousand and CZK 26,551 thousand as at 31 December 2016 and 2015, respectively.

¢) Long-Term Financlal Investments (in CZK thousands)

Summary of changes in long-term financial investments.

Balance as at . Balance as at Cost of Balance as at
31/12/2014 _ Revalualion  5y/47/5095 Revalualion  gies 31/ 12/ 2016
Subsidiarles 297,723 - 297,723 - (20,024) 277,699
Assaciates 14,296 - 14,296 - - 14,296
Loans to subsidiaries
and assoclates 19,656 (497) 19,159 3) - 19,156
Total 331,675 (497) 331,178 {3) (20,024) 311,151

Subsidiaries and associates as at 31 December 2016 were as follows (in CZK thousands):

Name ZAPA beton SK s.r.o. ZAPA UNIS1-'AV. s.r.o. EKO ZAPA beton, s.r.o.
Vajnorska 142, 73000  Moravanska 224/98, Certanska 2053/18,
Registered office Bratlslava 619 00 Bmo 140 00 Prague 4
Curmrency EUR CZK CZK
Percentage of ownership 99.96 50 50
Total assets 20,595 52,704 24,138
Equity 7,822 43,889 19,580
Basic capital and capital funds 11,952 24,650 13,891
Funds created from profit 293 2,000 202
Retained eamings/accumulated loss (3,736) 8,312 -
Profitloss for the current year (627) 8,927 5,487
10
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Subsidiaries and associates as at 31 December 2015 were as follows (in CZK thousands):

ZAPAbeton SK _ Beton Union ZAPA UNISTAV, _ EKO ZAPA beton,

Name S.1.0. Plzefi s.r.o. s.r.0. 8.I.0.
Vajnorska 142,  Chotd8ovskd 279, Moravanska 224/98, Certanské 2053/18,

Registered office 73000 Bralislava 314 60 Plzen 619 00 Brno 140 00 Prague 4
Currency EUR CzZK CZK CZK
Percentage of ownership 99.96 71.20 50 50
Total assets 19,008 97,658 56,935 28,647
Equity 8,449 83,792 45,199 20,632
Basic capital and capital funds 11,952 32,068 24,650 13,891
Funds created from profit 293 3,160 2,000 202
Retained eamings/Accumulated loss (5,187) 44,814 8,312 -
Profiiloss for the curent year 1,451 3,750 10,237 6,539

Financial information about these companies was obtained from the companies’ standalone unaudited
financial statements.

In March 2016, ZAPA beton a.s. sold a 71.2% ownership interest in Beton Union Plzen s. r. 0. to JZ,
s.r.o., which settled the respective liability arising from the acquisition as at 31 December 2016.
The change was made in the Commercial Register entry on 26 April 2016. The revenue from the sold
share was amounting 37 092 CZK thousands.

5. INVENTORY

Excess, obsolete and slow-moving inventory has been written down to its estimated net realizable value
by an allowance account. In 2016, an allowance of CZK 3,952 thousand (2015: CZK 3,385 thousand)
was created against products (fraction 0 - 4) to reflect the low marketability of products (see Note 7).

6. RECEIVABLES

Allowances against outstanding short-term receivables that are considered doubtful were charged to
income in 2016 and 2015, respectively (see Note 7).

Overdue
Year  Category Due %;;o " ;;sso - ygeo 1-2y0us 2 ,EE;: L. Total
2015 Gross 208324 102306 4,640 11,011 27,534 141,754 287,245 495,569
Allowances 5748 6285 81 6208 23854 122057 158585 164,333
Net 202576 96,021 4559 4,803 3580 19,897 128,660 331,236
2016 Gross 217859 106156 5220 4084 14,702 143269 273,440 491,299
Allowances 6585 2469 353 1,508 10705 126818 141,953 148,539
Net 211273 103687 4876 2576 3997 16,351 131487 342,760

1
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The Company wrote off irrecoverable receivables of CZK 20,454 thousand and CZK 29,823 thousand
in 2016 and 2015, respectively due to cancellation of bankruptcy proceedings, unsatisfying the claims
in bankruptcy proceedings, etc.

As at 31 December 2016 and 2015, the Company had CZK 11,657 thousand and CZK 15,353 thousand,
respectively of long-term receivables comprising in particular ceded receivables. Allowances against the
above receivables totaled CZK 7,583 thousand and CZK 11,124 thousand in 2016 and 2015,
respectively.

Receivables from related parties (see Note 18).

7. ALLOWANCES
Allowances reflect a temporary diminution in the value of assets (see Notes 4, 5 and 6).

Changes in the allowance accounts (in CZK thousands):

Allowances Balance as at . Balance as at . Balance as at
against: 31/12/2014  Addions  Deductions ‘5,45 oq15  Additions  Deductions 5,45 5016
Fixed assets 3,296 248 - 3,544 10,744 (12) 14,276
tnventory 2,954 3,385 (2,954) 3,385 3,952 (3,385) 3,952
Receivables —

legal 111,770 29,428 (21,080) 120,118 12,545 (23,278) 109,385
Recelvables —

other 65,511 143,724 (1562,951) 56,284 16,232 (25,551) 46,965

Legal allowances are created in compliance with the Act on Provisions and are tax deductible.

In 2016, the Company established allowances against land totaling CZK 10,220 thousand; the
allowance against land in the allowance against land in Piskova Lhota was CZK 8,140 thousand and
the allowance against land in Nebanice was CZK 2,080 thousand.

8. SHORT-TERM FINANCIAL ASSETS

Short-term financial assets consist of cash in hand, liquid valuables and cash at bank.

In 2015, funds in the amount of CZK 8,730 thousand were transferred from the blocked account
maintained with Komeréni banka a.s. in Liberec to a special blocked account opened with UniCredit
Bank Czech and Slovakia, a.s. with the consent of the Mining Authority for the territory of Liberec and
Hiland Regions. In the cash fiow statement, the amount was recorded as an increase in receivables
while cash and cash equivalents were reduced by the same amount. In 2016, the balance of the blocked
account increased to CZK 10,827 thousand and the balance of other blocked accounts was
CZK 6,736 thousand. Accordingly, the funds on blocked accounts totaled CZK 17,563 thousand. Both
cash and cash equivalents were decreased by the respective amount whereas receivables were
increased by the respective amount in 2016 as well.
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9. PREPAID EXPENSES AND ACCRUED INCOME

Prepaid expenses include in particular rental fees and other overhead and are charged to income for

the year in which they were incurred.

Prepaid expenses (specific purpose expenses) include in particular the costs of overburden.

10. EQUITY
Statement of changes in equity (in CZK thousands):
Balance as at Balance as at Balance as at
31/12/2014 _ ncresse  Decrease 545/ 5p5  Increase Decrease 5945 3016
Number of shares 3,002 - - 3,002 - - 3,002
Basic capital 300,200 - - 300,200 - - 300,200
Galn or loss on revaluation
upon corporation
transformations 424 - 424 - - 424
Reserve fund 94,340 - - 84,340 - - 94,340
Retained eamings/
accumulated loss 325,233 - - 325,233 - - 325,233
Profit/(loss) for the year 122,500 162,584 (122,500) 162,584 218,287 (162,584) 218,287

The basic capital of the Company consists of 3,002 registered shares, fully subscribed and paid, with
a nominal value of CZK 100,000 each. As at 31 December 2016 and 2015, the Company held 3,002
own shares with the total value of CZK 300,200 thousand.

The sole shareholder's decision of 16 March 2016 approved the distribution of the 2015 profit after tax
totaling CZK 162,584 thousand to the sole shareholder. The sole shareholder's decision of 25 March
2015 approved the distribution of the 2014 profit after tax totaling CZK 122,500 thousand to the sole

shareholder.

11. PROVISIONS

The movements in the provision accounts were as follows (in CZK thousands):

Balance as at . Balarnce as at . Balance as at
Provisions 31/ 12/ 2014 Additions  Deductions 31/ 12/ 2015 Additions Deductions 31/ 12/ 2016
Legal 15,079 3,200 @17) 17,562 2,771 0 20,333
Other 42,979 (5,607) (2,396) 34,976 1,265 (2,593) 33,648

Legal provision was created against mining damage, remediation and reclamation in compliance with
the decision of the competent Regional Mining Authority.

Other provisions are created for the purposes of provision for holiday, provision for restoration and
rehabilitation of leased land and accounting provisions for mining damage, remediation and reclamation.
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12. CURRENT ILITIES

As at 31 December 2016 and 2015, the Company had liabilities of CZK 8,646 thousand and
CZK 8,576 thousand, respectively owing to social security and health insurance premiums.

Unbilled deliveries represent, in particular, unbilled rent, energy consumption and repairs.

Payables to related parties (see Note 18).

13. ACCRUALS AND DEFERRED INCOME

Accruals include, in particular, costs of material and freight, which are charged to income for the year
in which they were incurred.

14. INCOME TAXES

On the basis of preliminary calculation the Company calculated tax as follows (in CZK thousands):

2015 2016

Profit before taxes 200,387 260,322
Non-taxable revenues (4,953) (77,388)
Difference between book and tax depreciation (1,458) (3,707)
Non-deductible expenses

Creation and release of allowances (8,548) 1,980

Creation and release of provisions (5,520) (1,328)

Other (e.g. entertainment expenses, shortages and losses) 3,413 31,781
Taxable income 183,321 211,660
Current income tax rate 19 % 19%
Tax 34,830 40,215
Tax relief (Section 35) (122) (114)
Adjustment of the tax paid in previous years (396) 61)
Curmrent tax expense 34,312 40,040
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The Company quantified deferred taxes as follows (in CZK thousands):

2015 2016
: Deferredtax Deferredtax Deferredtax Deferred tax

Deferved T foms asset liabllity asset Tiability
Difference between net book value of fixed
assets for accounting and tax purposes - (21,324) - (21,403)
Other temporary differences:

Allowance against receivables 10,694 - 8,923 -

Allowance against inventary 643 - 751 -

Allowance against fixed assets - - - -

Provisions 6,646 - 6,393 -
Total 17,983 (21,324) 186,067 (21,403)
Net - (3.341) - (5,336)

15. LEASES

In the years 2016 and 2015 the lease period varied between 48 to 72 months. The Company had no
lease agreement on concrete plant technology in both these years.

As at 31 December 2016 and 2015, assets which are being used by the Company under lease
arrangements consist of the following (in CZK thousands):

Description Terms/ Conditions Expense in 2015 Expense in 2016

“Trucks 48 - 72 months 17,086 15,259

Passenger cars 48 - 72 months 5577 5,661
15
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16. REVENUES

The breakdown of revenues on ordinary activities is as follows (in CZK thousands):

2015 2016
Domestic Foreign Domestic Forelgn
Goods - concrete 8,718 - 4,658 -
Goods - stone 8,021 - 1,348 -
Goods - land 5,195 - 1,240 -
Other 2,562 1,108 3415 608
Revenues from the sale of goods 24,496 1,108 10,661 608
2015 2016
Domestlc Foreign Domestic Foreign
Sale of product - concrete 1,529,804 - 1,587,593 -
Sale of product - stone 112,522 - 89,464 -
Other revenues 891 823
Services - freight 323,439 1,503 340,275 933
Services - rent 1,515 617 1,514 1,807
Other services 7,728 484 7,894 484
Revenues from the sale of products and
services 1,975,899 2,604 2,027,563 3,224

In 2016 the revenues of the Company were concentrated primarily with the sale of concrete to customers
in the construction industry. Revenues from ordinary activities were generated mainly within the Czech
Republic.
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17. PERSONNEL AND RELATED EXPENSES

The breakdown of personnel expenses is as follows (in CZK thousands):

2015 2016
Members of Members of
Total g Tatal

personnel m?;;?:s"a' personnel m%';?’?::al
Average number of employees 485 42 466 40
Wages and salaries 234,487 38,394 228,358 38,317
Bonuses of members of the corporation 1,118 1,118 1,220 1,220
Social security and heaith insurance 78,802 11,643 79,6899 11,893
Soclal cost 175 2,465 4,627 2,681
Total personnel expenses 314,582 §3,620 313,906 54,111

The members of statutory and supervisory bodies received total bonuses and other remuneration
of CZK 1,220 thousand and CZK 1,118 thousand in 2016 and 2015, respectively.

No loans, guarantees, advances and other benefits were granted to the members and former members
of statutory and supervisory bodies and to directors and executive officers in 2016 and they do not hold
any shares of the Company. Members of statutory and supervisory bodies and directors and executive
officers use company cars for private purposes.

18. RELATED PARTY INFORMATION

The Company sells products to related parties in the ordinary course of business. Sales were
CZK 15,062 thousand and CZK 11,250 thousand in 2016 and 2015, respectively.

Receivables from related parties asat 31 December 2016 and 2015 were as follows
(in CZK thousands):

“Related party Terms/ Due dales 2015 2016
Cement Hranice a.s 5 2
ZAPA BETON Hungéria Kft. 658 681
ZAPA beton SK 51,437 53,217
ZAPA UNISTAV 795 325
EKO ZAPA beton 958 314
Beton Union Plzeii 23 -
Total 53,876 54,539
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The Company purchases products and receives services from related parties in the ordinary course
of business. Purchases were CZK 329,627 thousand and CZK 349,885 thousand in 2016 and 2015,
respectively.

Shortterm payables to related parties asat 31 December 2016 and 2015 were as follows
(in CZK thousands):

“Related party Terms/ Due dates 2015 2016
CZK
Cement Hranice a.s 60,172 57,857
Dyckerhoff GmbH 2,675 7,003
ZAPA beton SK 405 -
ZAPA UNISTAV 99 35
EKO ZAPA beton 74 143
Beton Union Plzei 68 -
Total 63,493 65,038

Loans and borrowings to group companies as at 31 December 2016 and 2015 were as follows
(in CZK thousands):

Related party Terms/ Conditions 2015 2016
ZAPA beton SK s.r.0. Due date: 31/ 12/ 2018 19,159 19,156

As at 31 December 2016 and 2015, outstanding interest on the loan to ZAPA beton SK s.r.0. amounted
to CZK 23,613 thousand and CZK 23,013 thousand, respectively, and was recorded in ‘Receivables
from group companies with majority control’. The interests for 2016 and 2015 amounted CZK 601 and
603 thousands. The interest rate from loan is 3,0756% p.a.

Short-term loans from group companies (Cash Pool) as at 31 December 2016 and 2015 were as follows
(in CZK thousands):

Loans extended 2015 2016
Cement Hranice 100,305 3,032
Total 100,305 3,032

The interest costs connected to Cash Pool for 2016 and 2015 amounted 421 and 1,453 CZK thousands
respectively. The interest received for 2016 and 2015 amounted 19 and 0 CZK thousands. Debit
balances of Cash Pool are charged byPRIBOR O/N + 0.4% p.a., credit balances of Cash pool are
charged by PRIBOR O/N + 0.18% p.a.

In 20168 and 2015, the Company received dividends form finance investments amounting
40.296 CZK thousands and 4.953 CZK thousands.
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19. SIGNIFICANT ITEMS OF INCOME STATEMENT

Consumption of purchased items as at 31 December 2016 were as follows (in CZK thousands):

2015 2016
Consumption of material 1,031,661 1,084,304
Consumption of energy 23,565 31,588
Total consumed purchases 1,055,226 1,115,892

Other operating expenses as at 31 December 2016 and 2015 were as follows (in CZK thousands):

— 2015 2016

Gifts 636 607
Write-off of receivables and ceded receivables 29,823 20,454
Other operating costs 18,149 17,506
Total other operating expenses 48,608 38,567

Statutory auditor’s fees as at 31 December 2016 and 2015 were as follows (in CZK thousands):

2015 2016
Audit of the financial statements 817 777

20. SUBSEQUENT EVENTS

No significant events occurred after the balance sheet date, which would have significant impacts on
the Company's results of operations.

21. STATEMENT OF CHANGES IN EQUITY (SEE NOTE 10)

Prepared on: Signature of accounting Person responsible for Person responsibie for financial
unit's statutory body: accounting statements (name, signature):
(name, signature):

& <

3 March 2017 Marco Duranda Jan Machén Jifl Hada
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Preamble

Composition of the Board of Directors: Chairman Jaromir Chmela, members Marco Duranda and Jiff Ha$a,
as a statutory body of ZAPA beton a.s., in accordance with the provisions of Section 82 et seq. of Act
No. 90/2012 Coll., on Business Corporations (hereinafter the "Business Corporations Act"), as fulfilment of their
duties have prepared this report, which describes relationships between connected persons and entities,
meaning relationships between the controlled entity and the controlling entity and relationships between the
controlled entity and other entities controlled by the same controlling entity. The relationships are described with
consideration for the need to respect the provisions of Section 504 of Act No. 89/2012 Coll., the Civil Code,
related to trade secrets.

1.

I
Structure of relationships in the business grouping and the controlled entity’s role

Controlling entity:

Pursuant to the provisions of Section 74 of the Business Corporations Act, the controlling entity of ZAPA
beton a.s. is: Dyckerhoff GmbH, a company with its registered office located at: Biebricher StraRe 68, 65203
Wiesbaden, Germany, registered in the Commercial Reglster of the Amtsgericht District Court in Wiesbaden,
under reference number HRB 27594.

Since 2013, the sole owner of the controlling entity has been Buzzi Unicem SpA, a joint-stock company with
its registered office at via Luigi Buzzi, 6, 15033 Casale Monferrato (AL), ltaly (the goveming entity).

ZAPA beton a.s. is a Czech subsidiary of the cement concem Dychkerhoff/Buzzi Unicem, the shares of Buzzi
Unicem SpA are quoted on the exchange in Milan, and the code of the shares is: ISIN IT0001347308.
The detailed structure of the relationships within the business group can be found on the parties' websites
{(www.buzziunicem.it, www.dyckerhoff.com).

The controlled entity ZAPA beton a.s. is one of the leading manufacturers of ready mixed concrete in the
Czech Republic. As a member of the Italian concern Buzzi Unicem (since 2004), it is also one of the world's
leading manufacturers of construction materials. The joint-stock company's main production activity is
manufacturing, transport and placing of concrete and other products containing cement or other types of
binding materials. With changes to the legal regulations regarding joint-stock companies stemming from Act
No. 89/2012 Coll., the Civil Code, and Act No. 90/2012 Coll., on business corporations and cooperatives,
taken into consideration, the joint-stock company as a business corporation has become subject to the Act as
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a whole in the manner described pursuant to the provisions of Section 777 paragraph 5 of Act No. 80/2012
Coll., and pursuant to that legislation it amended its Statutes in 2014.

A dualistic system of management has been implemented in the company. The Board of Directors of the
joint-stock company as its statutory body and the Supervisory Boand of the joint-stock company as its control
body each have three members, who serve three-year terms.

In 2016, the Chairman of the Board of Directors was Mr. Jaromir Chmela, and the other members were
Marco Duranda and Jifi Hasa. The rights and obligations of the Board of Directors are specified in Article 20
of the company's Statutes. Mr Paolo Zelano is the Chairman of the Supervisory Board (his office was
cancelled as of 31* December 2016) and its other members are Luigi Buzzi and Massimo Paris. The position
and authority of the Supervisory Board as a control body are defined in Article 22 of the Statutes of the
company.

The executive management of the company in 2016 consisted of: General Manager Marco Duranda, Director
for Bohemia Peter Markulinec, Director for Moravia Vlastimil Hanaéek, Director of Quarries and Sandpits and
Head of the Central Services Department Jérg Reiner Wild, Head of Quality Giuseppe Giunti, Finance
Director Jiii Ha3a, and HR Manager AlZbéta Vlachova.

In all matters, the members of the Board of Directors represent the joint-stock company; two members of the
Board of Directors always acting jointly on the company's behalf.

L.
Method and means of control and other important activities

. The Chaiman of the Supervisory Board, Paolo Zelano, seives within the concem as Director of the Division
for Central and Eastern Europe, and Supervisory Board Member Luigi Buzzi, who is a member of the
Supervisory Board of Dyckerhoff GmbH, and Supervisory Board Member Massimo Paris, who within the
concem is Director of Group Quality Assurance, through their decision making activities within the control
body of the controlled entity promote the interests of the sole shareholder.

. Besides their independent activities camied out pursuant to the Statutes of the company, in 2016, the
members of the Board of Directors and the Supervisory Board attended three joint meetings, at which they
discussed the controlled entity's business plan and at which the process of approving legal acts and other
measures taken by the Board of Directors were carried out, for which the Supervisory Board's consent is
needed.

. A concern agreement, a joint-venture agreement, an agreement on exercising of voting rights and similar
agreements have not been entered into.

.
Overview of contracts within the business grouping,
other legal acts and other measures

. Relations between the controlled entity ZAPA beton a.s. and the controlling entity Dyckerhoff GmbH: in 2016,
the controlling entity invoiced and reinvoiced the liability insurance, invoiced SAP hosting, data archiving,
infrastructure services (these three last mentioned services according to the Contract on Provision of
Information Services, entered with this company as the provider on 1* January 2013), and salary/insurance
(according to the Intemational Hiring Out of Labour Agreement from 6% October 2015). No other contracts,
which could be categorised under the group of mutual contracts, have not been entered into.

. In 2016, Buzzi Unicem SpA (goveming entity), as the lender, provided fulfilment according to the International
Hiring Out of Labour from 19% February 2014. No other contracts, which could be categorised under the
group of mutual contracts, have not been entered into.

. In 2016, the following transactions were carried out with other entities controlled by the controlling entity,
Dyckerhoff GmbH or Buzzi Unicem SpA, involving ZAPA beton a.s. (hereinafter "ZAPA"):

Unical SpA
registered office: Via Luigi Buzzi, 6, 15033 Casale Monferrato (AL), Italy
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Re

Ce

g. No.: 01303280067
Unical SpA reinvoiced the costs of a dehydrator

ment Hranice, akciova spole¢nost

registered office; Bélotinska 288, 753 39 Hranice | — Mésto

Re

g. No.: 156504077
Yearly purchase contracts entered into for selected plants (concrete mixing plants), sale of bulk cement,
where Cement Hranice, akclova spole¢nost, is the supplier,

The Contract for Work of 19" February 2016, in which Cement Hranice, akciova spolednost, is specified
as the contractor for ensuring IT services and related activities, entered into for the year 2016,

The Contract for Work of 19t February 2016, where Cement Hranice, akciova spolegnost, is specified as
the contractor for ensuring accounting and related services, entered into for the year 2016,

The Contract on Automatic Transfer of Balances of Cash-pooling of 1% October 2003, as amended by
Amendments No. 1 of 22" December 2006 and No. 2 of 20% September 2010, entered into with HVB
Bank Czech Republic a.s., with ZAPA and Cement Hranice, akciova spolenost, as clients,

The Contract on Mutual Settlement of Interest from Cash-pooling of 20* October 2003, as amended by
the Amendment of 25" September 2009, and the Amendment No. 2 of 1* July 2016, with the market
interest rate of O/N PRIBOR + 0.4% for a debit balance; and 0.18% for a credit balance,

The Lease Contract of 31% August 2000, with an Amendment No. 15 of 1# March 2016, with Cement
Hranice, akciova spoleénost, as the Lessor, for leasing of land for the concrete mixing plant in Hranice,

Lease Contracts, with Cement Hranice, akciova spoleénost, as the Lessor, for leasing of business space
(offices, laboratory with equipment, sanitary facility) including services, three contracts, concluded during
2016, lease for an indefinite period of time, with 3-months cancellation period,

The Contract on Supplying of Water and Drainage of Waste Water of 17" February 2014, with Cement
Hranice, akciova spoletnost specified as the supplier, for the concrete mixing plant in Hranice and since
1% August 2015 also for the laboratory in Hranice, as amended by the Amendment No. 2 of 22" January
2016, to this contract,

The Contract on Composite Supply of Electricity of 31% July 2015, with automatic prolongation, as
amended in Amendments No. 2 of 22™ January 2016 and 1* June 2016, Cement Hranice, akciova
spolecnost, as the supplier, supplies for laboratory in Hranice,

The Liability Insurance Contract of 17% February 2016, with HDI Versicherung AG as the insurer and
ZAPA and Cement Hranice, akciova spole&nost, as the co-insured,

Both parties invoiced each other during 2016 and reinvoiced each other based on individual orders for the
costs connected with operation of the plant, such as costs for water consumption, fuel etc., with total
costs for ZAPA of CZK 206,840 and revenues of CZK 1,960.

. It was decided by the controlling entity on 16" March 2016 on payment of dividends for 2015 in the total
amount of CZK 162,584 thousand.

. According to a decision of the controlling entity, in March 2016, the controlled entity sold the 71.2% share in

the
obl

subsidiary Beton Union Plzefi s.r.0. The acquirer of this share was IJZ, s.r.o. which fulfilled its whole
igation ensuing from the share purchase by the 31% December 2016. The change was registered in the

Commercial Register on 26 April 2016.
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6.

In the most recent accounting period, no actions were carried out initiated by or in the interest of the
controlling entity or entities controlled by the controlling entity in relation to assets that exceeded 10% of the
equity of the controlled entity determined based on the most recent financial statements, and no other
measures were adopted or carried out in the interest of or initiated by controlled entities in 2016, except as
described herein.

v.
Assessment of harm

. The controlled company, ZAPA beton a.s., did not suffer any harm from its relationships with Dyckerhoff

GmbH/Buzzi Unicem SpA. The performance based on the business relationships described above was
arranged in standard prices for the given locations and time.

Inclusion of the controlled entity in the business grouping brings financial stability, an open approach to
technological know-how and the advantage of vertical interconnection: production of cement — aggregates —
concrete.

V.
Statutory Body's declaration

The Board of Directors as the statutory body of ZAPA beton a.s. hereby declares that the details contained herein
are accurate and complete and that this report was prepared pursuant to the provisions of Section 82 of the
Business Cormporations Act with full inclusion of all information and details that the statutory body has available
and/or were determined while exercising proper care.

In Prague, on 3 March 2017

ZAPA beton a.s.

Jaromir Chmela
Chairman of the,Bo

F“Sjmm
Marcouranda

Member of the Board of Directors

Member of the Board of Directors
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(Translation of a report originally issued in Czech - see Note 2 to the financial statements.)
INDEPENDENT AUDITOR'S REPORT

To the Shareholder of ZAPA beton a.s.:
Opinion

We have audited the accompanying financial statements of ZAPA beton a.s. (the Company) prepared
in accordance with accounting principles generally accepted in the Czech Republic, which comprise
the balance sheet as at 31 December 2016, and the income statement, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the financial statements, including
asummary of significant accounting policies and other explanatory information. For details
of the Company, see Note 1 to the financial statements.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Company as at 31 December 2016, and of its financial performance and its cash flows for the year
then ended in accordance with accounting principles generally accepted in the Czech Republic.

Basis for Opinion

We conducted our audit in accordance with the Act on Auditors and Auditing Standards of the Chamber
of Auditors of the Czech Republic, which are International Standards on Auditing (ISAs), as amended
by the related application clauses. Our responsibilities under this law and regulation are further described
in the Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the Act on Auditors and the Code of Ethics adopted
by the Chamber of Auditors of the Czech Republic and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Other Information

In compliance with Section 2(b) of the Act on Auditors, the other information comprises the information
included in the Annual Report other than the financial statements and auditor’s report thereon. The Board
of Directors is responsible for the other information.

Our opinion on the financial statements does not cover the other information. In connection with our audit
of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. In addition, we assess whether
the other information has been prepared, in all material respects, in accordance with applicable law
or regulation, in particular, whether the other information complies with law or regulation in terms
of formal requirements and procedure for preparing the other information in the context of materiality, i.e.
whether any non-compliance with these requirements could influence judgments made on the basis of the
other information.

Based on the procedures performed, to the extent we are able to assess it, we report that:
e The other information describing the facts that are also presented in the financial statements is,
in all material respects, consistent with the financial statements; and
e The other information is prepared in compliance with applicable law or regulation.

in addition, our responsibility is to report, based on the knowledge and understanding of the Company
obtained in the audit, on whether the other information contains any material misstatement. Based on the

A member firm of Ernst & Young Global Limited

Ernst & Young Audit, s.r.o. with its registered office at Na Florenci 2116/15, 110 00 Prague 1 - Nove Mesto,
has been incorporated in the Commercial Register administered by the Municipal Court in Prague,

Section C, entry no. 88504, under Identification No. 26704153,
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procedures we have performed on the other information obtained, we have not identified any material
misstatement.

Responsibilities of the Company’s Board of Directors and Supervisory Board for the F inancial Statements

The Board of Directors is responsible for the preparation and fair presentation of the financial statements
in accordance with accounting principles generally accepted in the Czech Republic and for such internal
control as the Board of Directors determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the Board of Directors either intends to liquidate the Company
or to cease operations, or has no realistic alternative but to do so.

The Supervisory Board is responsible for overseeing the Company's financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with above regulations will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with the above law or regulation, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Board of Directors.

e Conclude on the appropriateness of the Board of Directors' use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or conditions may cause
the Company to cease to continue as a going concern.
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e Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

We communicate with the Board of Directors and the Supervisory Board regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Ernst & Young Audit, s.r.o.
License No.

Jogef Pivonka, Audi
License No. 1963
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