-
E BRE Bank Securities
=

31 August 2010 Special comment
i Hold
Property Developers J IWI Constru ctlon
Poland JWCA. WA; JWC.PW (Reiterated)
G JWC reports in-line Q2 2010 results

maciej.stoklosa@dibre.com.pl
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J.W. Construction’s 2010 second-quarter earnings came in line with expectations. The gross margin fell negligibly
short of our 29.1% estimate at 27.4% as a result of weaker-than-expected performance of the hotel and social-housing
businesses. The company fulfilled our forecasts of the number of home deliveries and real-estate profits for the
period. Higher-than-forecasted general expenses (PLN 13.7m vs. PLN 12.2m) probably stemmed from JWC’s
preparations for new projects. Other reasons behind the differences between reported and forecasted EBIT and net-
income figures stemmed from higher-than-expected other net operating expenses and lower-than-expected other net
financial expenses. The number of Q2 home deliveries was modest at 355 (at 30 June, the finished-home inventory
counted 3229 units), and it would have been higher if not for a delayed permit for home deliveries in the “Lewandow
I” development in Warsaw (both stages of the Lewanddw project comprise about 1900 units). We expect JWC to
increase sales considerably in the next two quarters. The company has reiterated plans to deliver a total of 2000
homes this year (our forecast is 2500 units; in H1 2010, the number of deliveries amounted to 650). Since these
prospects are already priced in, as reflected in a high P/BV ratio and in the prepayments received from buyers
reported in the balance sheet, we remain neutral on JWC.

Reported vs. forecasted Q2 2010 results

(PLN m) Q22010 Q2 2010F differ. cg's‘tslfn“;zz differ. Q22009 change
Revenues 122.9 117.2 4.9% 120.0 2.4% 90.6 35.6%
Gross profit 33.7 34.1 -1.2% - - 26.8 25.9%
Gross margin 27.4% 29.1% - - - 29.5% -
EBIT 19.9 22.5 -11.7% 22.5 -11.7% 18.6 6.8%
Pre-tax income 17.6 15.7 12.3% - - 13.2 33.2%
Net income 14.4 12.7 13.6% 13.4 7.7% 13.9 3.8%

Source: J.W. Construction, F — forecasts by BRE Bank Securities, Consensus estimates by PAP

J.W. Construction beat our and analysts’ estimates with second-quarter sales of PLN 122.9m, including PLN 111.6m generated
from real estate (we expected PLN 107.1m), and PLN 11.3m contributed by “other” operations (we expected PLN 8.0m). A
gross margin of 27.4% was lower than our 29.1% estimate, due probably to weaker performance of the hotel and social-
housing (TBS) segments, and a less favorable structure of the period’s home deliveries. General expenses were high at
PLN 13.7m (we expected PLN 12.2m), and were probably fueled by preparations for new projects. Other net operating
expenses amounted to just PLN 0.1m vs. our forecast of PLN 0.6m. EBIT fell 11.7% short of expectations.

At PLN 2.2m, other net financial expenses were much lower than our forecasted PLN 6.8m, and we have two possible
explanations: The first is that JWC capitalizes work-in-progress costs as inventories, and settles finished-project costs through
profit and loss. We suspect that the company did not classify stages 1 and 2 of the "Lewanddw” project as finished in 2010,
and hence capitalized the interest paid on the loan taken out toward the project into inventories. The second possible
explanation lies in the manner in which JWC allocates financial expenses over consecutive quarters. The company reported
having incurred other net financial expenses as high as PLN 7.1m in Q1 2010, and total expenses of PLN 9.3m in H1 2010,
suggesting that the reported first-quarter amounted was overestimated, and adjusted in the second quarter. After an effective
tax rate of 18.2%, the Q2 2010 bottom-line income was PLN 1.7m higher than expected.

Reported vs. forecasted Q2 2010 results by business segment

(PLN m) Q2 2010 Q2 2010F
Real Estate 111.6 109.2
Other 11.3 8.0

Source: J.W. Construction, BRE Bank Securities

BRE Bank Securities does not rule out offering brokerage services to an issuer of securities being the subject of a recommendation. Information concerning a conflict of interest arising in
connection with issuing a recommendation (should such a conflict exist) is located on the final page of this report.
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List of abbreviations and ratios contained in the report.

EV — net debt + market value (EV — economic value)

EBIT — Earnings Before Interest and Taxes

EBITDA — EBIT + Depreciation and Amortisation

PBA — Profit on Banking Activity

P/CE - price to earnings with amortisation

MC/S — market capitalisation to sales

EBIT/EV — operating profit to economic value

P/E — (Price/Earnings) — price divided by annual net profit per share
ROE - (Return on Equity) — annual net profit divided by average equity
P/BV — (Price/Book Value) — price divided by book value per share
Net debt — credits + debt papers + interest bearing loans — cash and cash equivalents
EBITDA margin — EBITDA/Sales

Recommendations of BRE Bank Securities S.A.

A recommendation is valid for a period of 6-9 months, unless a subsequent recommendation is issued within this period. Expected returns
from individual recommendations are as follows:

BUY — we expect that the rate of return from an investment will be at least 15%

ACCUMULATE — we expect that the rate of return from an investment will range from 5% to 15%

HOLD — we expect that the rate of return from an investment will range from —5% to +5%

REDUCE — we expect that the rate of return from an investment will range from -5% to -15%

SELL — we expect that an investment will bear a loss greater than 15%

Recommendations are updated at least once every nine months.

The present report expresses the knowledge as well as opinions of the authors on day the report was prepared. The opinions and estimates
contained herein constitute our best judgement at this date and time, and are subject to change without notice. The present report was
prepared with due care and attention, observing principles of methodological correctness and objectivity, on the basis of sources available
to the public, which BRE Bank Securities S.A. considers reliable, including information published by issuers, shares of which are subject to
recommendations. However, BRE Bank Securities S.A., in no case, guarantees the accuracy and completeness of the report, in particular
should sources on the basis of which the report was prepared prove to be inaccurate, incomplete or not fully consistent with the facts.

This document does not constitute an offer or invitation to subscribe for or purchase any financial instruments and neither this document nor
anything contained herein shall form the basis of any contract or commitment whatsoever. It is being furnished to you solely for your
information and may not be reproduced or redistributed to any other person. This document nor any copy hereof is not to be distributed
directly or indirectly in the United States, Australia, Canada or Japan.

Recommendations are based on essential data from the entire history of a company being the subject of a recommendation, with particular
emphasis on the period since the previous recommendation.

Investing in shares is connected with a number of risks including, but not limited to, the macroeconomic situation of the country, changes in
legal regulations as well as changes on commodity markets. Full elimination of these risks is virtually impossible.

BRE Bank Securities S.A. bears no responsibility for investment decisions taken on the basis of the present report or for any damages
incurred as a result of investment decisions taken on the basis of the present report.

It is possible that BRE Bank Securities S.A. renders, will render or in the past has rendered services for companies and other entities
mentioned in the present report.

BRE Bank Securities S.A., its shareholders and employees may hold long or short positions in the issuers’ shares or other financial
instruments related to the issuers’ shares. BRE Bank Securities S.A., its affiliates and/or clients may conduct or may have conducted
transactions for their own account or for account of another with respect to the financial instruments mentioned in this report or related
investments before the recipient has received this report.

Copying or publishing the present report, in full or in part, or disseminating in any way information contained in the present report requires
the prior written agreement of BRE Bank Securities S.A. Recommendations are addressed to all Clients of BRE Bank Securities S.A.
The activity of BRE Bank Securities S.A. is subject to the supervision of the Polish Financial Supervision Commission.

BRE Bank Securities S.A. serves as underwriter for the following issuers: Certyfikaty Skarbiec Nieruchomos$ci, Erbud, Es-System, LW
Bogdanka, Macrologic, Magellan, Mieszko, Mondi, Nepentes, Neuca, Pemug, Polimex-Mostostal.

BRE Bank Securities S.A. serves as market maker for the following issuers: 01 NFI, Rubikon Partners NFI, Asseco Poland, Erbud, Es-
System, Macrologic, Mieszko, Mondi, Monnari Trade, Nepentes, Neuca, Optopol, Pemug, PKN Orlen, PKO BP, TP SA, TVN, Unibep.

BRE Bank Securities S.A. receives remuneration from issuers for services rendered to the following companies: Agora, Ambra, Arkus,
Bakalland, BRE Bank, Deutsche Bank, DZ Bank Polska, Elektrobudowa, Elzab, Enea, Energoaparatura, Energomontaz Pétnoc, Erbud, Es-
System, Farmacol, Ferrum, Fortis Bank, GTC, Intergroclin Auto, Koelner, Komputronik, LW Bogdanka, Magellan, Mennica, Mercor,
Mieszko, Mostostal Warszawa, Nepentes, Neuca, Odratrans, Pemug, PGF, PGNiG, Polimex-Mostostal, Polmos Lublin, Polnord, Prokom
Software, PZU, Rubikon Partners NFI, Seco Warwick, Sfinks, Sokotéw, Sygnity, Tauron, Techmex, Unibep, WSIP, ZA Putawy, ZUE.

In the last 12 months BRE Bank Securities S.A. has been an offering agent of the issuer’s shares in a public offering for the following
companies: Centrum Klima.

BRE Bank Securities S.A. is an offering agent of the issuer’s shares in a public offering for the following company ZUE.

Asseco Poland provides IT services to BRE Bank Securities.

BRE Bank Securities S.A. was the Issuer’s domestic bookrunner for Tauron Polska Energia S.A.

Individuals who did not participate in the preparation of recommendations, but had or could have had access to recommendations prior to
their publication, are employees of BRE Bank Securities S.A. authorised to access the premises in which recommendations are prepared,
other than the analysts mentioned as the authors of the present recommendations.

Strong and weak points of valuation methods used in recommendations:

DCF — acknowledged as the most methodologically correct method of valuation; it consists in discounting financial flows generated by a
company; its weak point is the significant susceptibility to a change of forecast assumptions in the model.

Comparative — based on a comparison of valuation multipliers of companies from a given sector; simple in construction, reflects the current
state of the market better than DCF; weak points include substantial variability (fluctuations together with market indices) as well as difficulty
in the selection of the group of comparable companies.
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