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TRANSLATORS’ EXPLANATORY NOTE 

 

The following document is a free translation of the registered auditor’s opinion and report of the below-mentioned 
Polish Company.  In Poland statutory accounts must be prepared and presented in accordance with Polish 
legislation and in accordance with the accounting principles and practices generally used in Poland. 
 
The accompanying translated report has not been reclassified or adjusted in any way to conform to accounting 
principles generally accepted in countries other than in Poland, but certain terminology current in Anglo-Saxon 
countries has been adopted to the extent practicable.  In the event of any discrepancy in interpreting the 
terminology, the Polish version is binding. 

 
 
 
Independent Registered Auditor’s Opinion 
 

To General Shareholders’ Meeting and the Supervisory Board of Celtic 
Property Developments S.A. 
 

 
We have audited the accompanying consolidated financial statements of the Celtic Property 
Developments S.A.  (hereinafter called “the Group”), of which Celtic Property Developments 
S.A.  is the parent company (hereinafter called “the Parent Company”), with its registered 
office in Warsaw, Rondo ONZ 1, which comprise:  
 

(a) the consolidated statement of financial position as at 31 December 2010, showing total 
assets and total liabilities & equity of PLN 951,755 thousand; 

 
(b) the consolidated statement of comprehensive income for the period from 1 January to 

31 December 2010, showing a total comprehensive income of PLN 65,077 thousand; 
 
(c) the consolidated statement of changes in equity for the period from 1 January to 31 

December 2010, showing an increase in equity of PLN 50,588 thousand; 

 
(d) the consolidated statement of cash flows for the period from 1 January to 31 December 

2010, showing a net decrease in cash and cash equivalents of PLN 12,813 thousand; 
 

(e) additional information on adopted accounting policies and other explanatory notes. 
 

The Management Board of the Parent Company is responsible for preparing the 
consolidated financial statements and a Directors’ Report for the Group in accordance with 
the applicable regulations.  
The Management Board and members of the Supervisory Board of the Parent Company are 
required to ensure that the financial statements and the Director’s Report meets the 
requirements set out in the Accounting Act of 29 September 1994 (uniform text, Journal of 
Laws of 2009, No. 152, item 1223 with further amendments, hereinafter referred to as “the 
Act”). 
 
Our responsibility was to express an opinion on the consolidated financial statements based 
on our audit. 
 
We conducted our audit in accordance with the following: 
 

(a) the provisions of Chapter 7 of the Act; 
 
(b) national standards of auditing issued by the National Chamber of Registered Auditors. 
  



 
 

 
Independent Registered Auditor’s Opinion 
 

To General Shareholders’ Meeting and the Supervisory Board of Celtic 
Property Developments S.A. (cont.) 

 

 

 

2 

 

Our audit was planned and performed to obtain reasonable assurance that the consolidated 
financial statements were free of material misstatements and omissions. The audit included 
examining, on a test basis, accounting documents and entries supporting the amounts and 
disclosures in the consolidated financial statements. The audit also included an assessment 
of the accounting policies applied by the Group and significant estimates made in the 
preparation of the consolidated financial statements as well as an evaluation of the overall 
presentation thereof. We believe that our audit provided a reasonable basis for our opinion. 
 
In our opinion, and in all material respects, the accompanying consolidated financial 
statements:  
 
(a) have been prepared in accordance with the applicable accounting principles (policies) 

on the basis of properly maintained consolidation documentation; 
 
(b) comply in form and contents with the relevant laws applicable to the Group;  
 
(c) give a fair and clear view of the Group’s financial position as at 31 December 2010 and 

of the results of its operations for the year then ended, in accordance with the 
International Financial Reporting Standards as adopted by the European Union.  

 
The information in the Directors’ Report for the year ended 31 December 2010 has been 
prepared in accordance with the provisions of the Decree of the Minister of Finance dated 19 
February 2009 concerning the publication of current and periodic information by issuers of 
securities and the conditions of acceptance as equal information required by the law of other 
state, which is not a member state (“the Decree” – Journal of Laws No. 33, item 259) and is 
consistent with the information presented in the audited financial statements. 

 
Conducting the audit on behalf of PricewaterhouseCoopers Sp. z o.o., Registered Audit 
Company No. 144: 
 
 
 
 
Wojciech Maj  
   
Key Registered Auditor  
No. 6128  
  
  
  
 
 
Warsaw, 29 April 2011  
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Report on the audit of the consolidated financial statements 
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I.  General information about the Group 
 

(a) Celtic Property Developments S.A. (the Parent Company) began operating on 23 
February 2007. The Parent Company was formed on the basis of a Notarial Deed 
drawn up on 23 February 2007 at the Notary Public’s Office of Dorota Mika in Cracow 
and registered with Rep. No. 863/2007. On 23 March 2007 the District Court in 
Warsaw, XII Business Department of the National Court Register entered the Parent 
Company into the Register of Businesses with the KRS number 0000277147. On 2 
September 2010 the General Shareholders’ Meeting adopted a resolution changing the 
Company’s name from Poen S.A. to Celtic Property Developments S.A. 

 
(b) On 23 August 2010 the National Court Register recorded cross-border merger of Celtic 

Property Developments Plc (Acquired Company, former parent company in Celtic 
Group) and Poen S.A. (Acquiring Company) by transfer of all assets and liabilities of 
the Acquired Company to the Acquirer in exchange for newly issued shares of 
Acquiring Company. 

 
On 14 December 2010 the prospectus of Celtic Property Developments S.A. with its 
registered office in Warsaw was approved by Polish Financial Supervision Authority. 
The shares were registered in the National Depository of Securities (“KDPW”) and on 
23 December 2010 they entered the market in the continuous trading system (detailed 
description of the Company’s listing on Warsaw Stock Exchange is included in point 
(h)). 

 
(c) On 22 March 2007 the Parent Company was assigned a tax identification number (NIP) 

677-22-86-258 for making tax settlements. On 6 March 2007 the Parent Company was 
assigned a REGON number 120423087 for statistical purposes. 

 
(d) As at 31 December 2010, the Parent Company’s registered share capital amounted to 

PLN 3,483,300 and consisted of 34,833,000 shares, each of PLN 0.10 par value. On 
20 September 2010 Extraordinary General Shareholders’ Meeting adopted resolution 
redeeming 765,043 shares, series B, each of PLN 0.10 par value. At the same time 
Extraordinary General Shareholders’ Meeting adopted resolution decreasing the share 
capital of Celtic Property Developments S.A. from PLN 3,483,329.50 to PLN 
3,406.825.20, that is by PLN 76,504.30.  

 
(e) In the audited period, the Group’s business activities comprised: 
 

• Property development 

• Asset management 

• Leasing of the properties 
 
(f) During the year, the following people were on the Parent Company’s Management 

Board: 
 

• Andrew Morrison Shepherd – Chairman of the Board from 28 August 2010 

• Aled Rhys Jones – Board Member from 28 August 2010 

• Christopher Bruce – Board Member from 28 August 2010 

• El�bieta Donata Wiczkowska – Board Member from 28 August 2010 

• Krzysztof Ryszard Dudek - Chairman of the Board to 28 August 2010 
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(g) The following people were on the Company's Supervisory Board during the financial 
year: 

• Colin Kingsnorth – from 2 September 2010 

• Wiesław Piotr Ole� – from 2 September 2010 

• Marzena Beata Bielecka – from 2 September 2010 

• Mirosław Jerzy Gronicki – from 2 September 2010 

• Krzysztof Edward Cichocki – from 2 September 2010 to 3 March 2011 

• El�bieta Donata Wiczkowska – to 27 August 2010 

• Aled Rhys Jones – to 27 August 2010 

• Andrew Morrison Shepherd - to 27 August 2010 

• Iwona Ewa Makarewicz - to 2 September 2010 

• Jarosław Szyma�ski - to 2 September 2010 
 

 
(h) After the financial year from 3 March 2011 Wiesław Rozłucki became a member of 

Supervisory Board. 
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(j) As of 31 December 2010 the Parent Company is an issuer of securities admitted for 
trading on the Warsaw Stock Exchange. On 14 December 2010, the prospectus of 
Celtic Property Developments S.A. with its registered office in Warsaw was approved. 
On 17 December 2010 the Board of KDPW granted to the Company status of 
participant of KDPW, type ISSUER, registered 24,068,252 Company’s ordinary shares, 
series B with a nominal value of PLN 0.10 each and marked them with code 
PLCELPD00013. Three days later, the shares were admitted to trading on the parallel 
market. The shares were registered in the National Depository and on 23 December 
2010 they entered the market in the continuous trading system. In accordance with the 
Accounting Act the Parent Company prepares its consolidated financial statements in 
accordance with International Financial Reporting Standards (IFRSs) as adopted by 
the European Union. The financial statements of Celtic Group for previous year 
prepared by Celtic Property Developments Plc registered in British Virgin Islands were 
in accordance with IFRSs as adopted by the European Union. 
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II.  Information about the audit 
 
(a) PricewaterhouseCoopers Sp. z o.o. was appointed registered auditor to the Group by 

Resolution No. I/12/2010 of the Supervisory Board of Celtic Property Developments 
S.A. passed on 15 December 2010 in accordance with paragraph 11 of the Company’s 
Memorandum of Association. 

 
(b) PricewaterhouseCoopers Sp. z o.o. and the key registered auditor conducting the audit 

are independent of the Group entities within the meaning of art. 56, clause 2-4 of the 
Act on registered auditors and their council, entities entitled to provide audit of financial 
statements and public supervision of 7 May 2010 (Journal of Laws 2009, No. 77, 
item 649). 

 
(c) The audit was conducted in accordance with an agreement signed on 13 December 

2010 in the period from: 
 

• interim audit from 15 December 2010 to 23 December 2010; 

• final audit from 7 February 2011 to 29 April 2011. 
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III.  The Group’s results and financial position 
 

• The observations below are based on knowledge obtained during the audit of the 
consolidated financial statements. 
 

• The consolidated financial statements do not take account of inflation. The consumer 
price index (on a December to December basis) amounted to 3.1 % in the audited year 
(3.5% in 2009). 
 

• Celtic Property Developments S.A. is the Parent Company of the Group which, in the 
audited year, comprised 44 subsidiaries (including 44 consolidated subsidiaries). In the 
year before the audited year the Group comprised 26 subsidiaries (including 26 
consolidated subsidiaries). Changes in the Group’s structure and their impact on the 
consolidated financial statements for the year ended 31 December 2010 were described 
in Additional notes and explanations to the consolidated financial statements no. 2.2, 26 
and 27. 
 

• During the audited year due to the restructuring process the Parent Company of the 
Celtic Group has changed. On 23 August 2010, the National Court Register recorded 
cross-border merger of Celtic Property Developments Plc (Acquired Company, former 
parent company in Celtic Group) and Poen S.A. (Acquiring Company) by transfer of all 
assets and liabilities of the Acquired Company to the Acquirer in exchange for newly 
issued shares of Acquiring Company. 
 

• Shareholders of Celtic Property Developments Plc became, after the redemption of 
company’s shares, shareholders of Celtic Property Developments S.A. having the same 
stake in Celtic Property Developments S.A. and in the total number of votes at the 
General Meeting of Celtic Property Developments SA, which they had in Celtic Property 
Developments Plc at the date of the merger. As a result Celtic Property Developments 
S.A. became the parent company of the Celtic Group. 
 

• The described change was considered as restructuring of the Group’s operations and 
was not accounted for in the consolidated financial statements as business combination. 
Thus it did not influence the value of consolidated net assets of the Group. The change 
of the parent company impacted the structure of the Group’s equity. Share capital of 
Celtic Property Developments Plc was replaced with the share capital of Celtic Property 
Developments S.A that constituted Group’s share capital after the merger. The effects of 
described change were recognized in the retained earnings. The impact of the 
restructuring on the consolidated financial statements of Celtic Property Developments 
S.A. as at 31 December 2010 was described in Note 26 of Additional notes and 
explanations to the consolidated financial statements. 
 

• One of the consequences of the merger of Celtic Property Developments Plc and Celtic 
Property Developments S.A. was a change of the parent company in the Group, and 
thus the change of presentation currency of the consolidated financial statements of 
Celtic Group from EUR to PLN. The influence of changes of the presentation currency 
on the consolidated financial statements of Celtic Property Developments S.A. as at 31 
December 2010 was described in Note 2.4 of Additional notes and explanations to the 
consolidated financial statements. 
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The factors described below had a significant impact on the Group’s results of operations 
and on its financial position as at the balance sheet date. 
 

• As at the end of the financial year, the Group’s assets amounted to PLN 951,755 
thousand. During the year, total assets decreased by PLN 144,642 thousand, i.e. by 
13%. The consolidated statement of comprehensive income for the year ended 31 
December 2010 showed total comprehensive income of PLN 65,077 thousand. It was 
generated mainly from release of provisions for deferred tax liabilities, in the amount of 
PLN 71,633 thousand, due to increase of the tax value of properties that were 
contributed in-kind to new subsidiaries during 2010. 

• The decrease of the carrying value of investment properties by PLN 107,660 thousand 
from PLN 861,876 thousand as at the end of the previous year to PLN 754,216 thousand 
as at the end of the audited year resulted mainly from the sale of properties in the 
amount of PLN 131,050 thousand. 

• The value of inventories as at the end of the audited year amounted to PLN 76,298 
thousand, which means a decrease in comparison to previous year by PLN 17,000 
thousand. Inventories comprised mainly goods for resale and work in progress – position 
related to a property under construction named “Iris” (previously “Mokotów Plaza II”). 
Finished goods comprised properties for sale in the ordinary course of business.  

• Operations of the Group were financed mainly by equity and non-current liabilities. Non-
current liabilities decreased from PLN 216,373 thousand as at 31 December 2009 to 
PLN 103,756 thousand as at balance sheet date. The current liquidity ratio was at the 
level of 6.1 as at 31 December 2010 (in comparison to 1.5 in previous year) while quick 
ratio amounted to 2.7 (in comparison to 0.6 in previous year).  

• Current liabilities amounted to PLN 22,521 thousand and decreased by PLN 82,613 
thousand in comparison to previous year mainly due to decrease of borrowings.  

• Due to the changes of liabilities structure, the level of gearing ratio improved from 29% 
as at 31 December 2009 to 13% as at 31 December 2010. 

• The Group’s revenues in the audited year decreased in comparison to previous year by 
PLN 15,621 thousand to the amount of PLN 46,616 thousand, i.e. by 25%. It mainly 
resulted from decrease in the sales of inventory by PLN 25,084 thousand which was 
partially compensated with an increase of revenues from asset management services by 
PLN 14,109 thousand.   

• The costs of inventories and services sold decreased in comparison to previous year by 
43% to level of PLN 24,158 thousand. Due to lower sale costs the Group improved its 
gross profit by PLN 2,491 thousand to the level of PLN 22,458 thousand. The net profit 
margin amounted to 176% and stayed at the similar level as in previous year. 

• During the audited year the Group noted a significant decrease of financial costs in 
comparison to previous year (from PLN 11,494 thousand in 2009 to PLN 6,075 thousand 
in the audited year). The main reason of such a decrease was lower interest expenses 
as the Group sold a subsidiary with its borrowings in 2010.  
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• Group’s profit for the year ended 31 December 2010 included the amount of PLN 80,3 
millions that resulted mainly from the fact that Challange Eighteen  Sp. z o.o., the owner 
of investment properties located in Ursus, contributed in-kind particular Ursus plots to its 
twenty newly created subsidiaries (Limited Partnership). Due to the contribution-in-kind 
the tax value of the properties increased, and as a consequence deferred tax liabilities 
related to the contributed properties decreased. 
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Consolidated statement of financial positions at 31 December 2010 
 

1. Investment properties 
 

As at 31 December 2010 investment properties amounted to PLN 754,216 thousand 
and decreased by PLN 107,660 thousand in comparison to the previous year. It 
resulted mainly from the sale of the subsidiary Mokotów Plaza, together with its 
property amounted to PLN 131,050 thousand as well as gain from fair value 
adjustments on investment properties of PLN 16,077 thousand.      

  

 
2. Inventories 
 

As at 31 December 2010 inventories amounted to PLN 76,298 thousand and 
decreased by PLN 17,000 thousand in comparison to the previous year. Inventories 
comprised mainly finish goods and good for resale (mainly residential projects for sale 
in the ordinary course of business) with a total amount of PLN 47,309 thousand and 
work in progress of PLN 28,989 thousand. 

 
 

3. Trade and other receivables  
 

Current trade and other receivables amounted to PLN 23,046 thousand as at the 
balance sheet date and comprised mainly trade receivables in the amount of PLN 
7,880 thousand, other receivables in the amount of PLN 5,620 thousand and 
prepayments in the amount of PLN 4,869 thousand. 

 
Increase of current receivables in comparison to the previous period resulted mainly 
from the growth of other receivables and related to the sale of the Parent Company’s 
shares to one of its shareholders.  

 
 

4. Cash and cash equivalents 
 

Cash and cash equivalents amounted to PLN 37,306 thousand as at the balance sheet 
date and decreased by PLN 12,813 thousand in comparison to the previous period. 
The cash and cash equivalents comprised cash on bank accounts and cash in hand. 

 
 
 

5. Share capital of the Parent Company 
 

In the audited year the registered share capital changed and amounted to PLN 3,483 
thousand. 
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As at 31 December 2010, the Company’s shareholders were:(*) 

Stakeholder No. of shares  Nominal 
value 
of shares  

Type of 
shares 

% of vote 
rights 

Cooperatieve Laxey Worldwide 
W.A.  

10 082 930 1 008 293 ordinary 29,60% 

Horseguard Trading Ltd 6 020 615 602 061 ordinary 17,67% 

The Value Catalyst Fund plc 4 490 475 449 047 ordinary 13,18% 

QVT Fund LP 3 843 635 384 364 ordinary 11,28% 

LP Value Ltd 2 198 450 219 845 ordinary 6,45% 

LP Alternative Fund LP 2 193 931 219 393 ordinary 6,44% 

Shareholders with stakes under 
5%  

5 238 216 523 822 ordinary 15,38% 

Total Soares 34 068 252 3 406 825 � 100% 

 

The above shareholder’s structure is based on the number of shares registered as of 
date of approval of the Prospectus i.e. 13 December 2010. It does not comprise 
765,043 shares, series B, which were redeemed after registering the decrease of share 
capital on 14 January 2011. 

 

 

6. Non-current liabilities 
 

Non-current liabilities amounted to PLN 103,756 thousand as at the balance sheet date 
and decreased by PLN 112,617 thousand in comparison to the previous period i.e. by 
52%. 

 

As at 31 December 2010 non-current liabilities comprised mainly bank credits and 
leasing liabilities in the total amount of PLN 78,173 thousand. Decrease of non-current 
liabilities resulted mainly from decrease of deferred tax liabilities that as at the balance 
sheet date amounted to PLN 25,449 thousand which indicate a decrease by PLN 
104,815 thousand i.e. by 81%.  

 

7. Current liabilities 
 

Current liabilities amounted to PLN 22,521 thousand as at the balance sheet date and 
decreased by PLN 82,613 thousand in comparison to the previous period i.e. by 79%. 

As at 31 December 2010 current liabilities comprised mainly accrued liabilities in the 
amount of PLN 14,013 thousand as well as bank credits in the amount of PLN 3,017 
thousand. Other material positions included in current liabilities related to trade and 
other liabilities that amounted to respectively PLN 2,093 thousand and PLN 1,933 
thousand.  
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Decrease of current liabilities during the reporting period resulted mainly from 
decreased of bank credits (total decrease of short-term and long-term credits of PLN 
91,179 thousand) as a consequence of sale of shares in one of the subsidiaries 
Mokotów Plaza Sp. z o.o. 

 
8. Sales and operating expenses 
 

Sales revenues generated in the audited year amounted to PLN 46,616 thousand and 
decreased in comparison to previous year by 25%.  

The revenues were generated mainly from: 

• Asset management services, that in the audited period amounted to PLN 20,491 
thousand (in 2009: PLN 6,382 thousand) 

• Sale of inventory, that in 2010 amounted to PLN 11,326 thousand (2009: PLN 36,410 
thousand) 

• Rent of storage and office areas that in 2010 amounted to PLN 10,300 thousand 
decreased by PLN 2,504 thousand compared to 2009, i.e. by 20%. Revenues 
from leasing of office area were denominated in EUR and the decrease resulted 
mainly from the fluctuations of the exchange rate EUR / PLN during the audited 
period. 

 
Cost of sales was mainly comprised of: 

• Cost of provided services in the amount of PLN 8,763 thousand related mainly to cost 
of advisory services of PLN 6,571 thousand 

• Cost of inventories sold that represented the book value of the inventories as at the 
selling date and amounted to PLN 9,674 thousand, compared to PLN 35,561 in 
previous period.   

 

9. Net gain from fair value adjustments on investment property 
 

Net gain from the fair value adjustment on investment properties amounted to PLN 
16,077 thousand, compared to PLN 146,436 thousand in 2009. The valuation reports 
were prepared by the independent international valuer, based on current market prices 
for similar contracts, where possible.    

 

10. Finance cost and income 
 

 
During the audited year the profit on financial activity amounted to PLN 17,890 
thousand, compared to PLN 2,958 thousand in the previous period. Fluctuations of 
result on financial activity resulted mainly from changes in exchange rates of foreign 
currencies (mainly EUR). Additionally, the Group’s financial activity during the audited 
period was impacted by preferential dividends received for project management of 
Spazio Industiale and decrease of borrowing costs related to the sale of bank credit (as 
a consequence of sale of shares in Mokotów Plaza). 

 



Celtic Property Developments S.A. Group  

Report on the consolidated financial statements 
as at and for the year ended 31 December 2010 

 

IV. Discussion of consolidated financial statement components (cont.) 
 

21 
 

 

Finance income of the Group for the audited period amounted to PLN 23,965 thousand 
and increased by PLN 9,513 thousand in comparison to the previous period mainly as 
a result of exchange rate differences of PLN 18,074 thousand and received dividends 
of PLN 3,969 thousand. 

 
Financial costs of the Group comprised mainly borrowing costs of PLN 3,161 thousand 
and interests on finance lease of PLN 2,214 thousand. Decrease of finance costs in 
comparison to 2009 resulted mainly from lower interest costs. 
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V.  The independent registered auditor’s statement 
 

(a) The Management Board of the Parent Company provided all the information, 
explanations, and representations required by us in the course of the audit and 
provided us with a representation letter confirming the completeness of the information 
included in the consolidation documentation and the disclosure of all contingent 
liabilities and post-balance-sheet events which occurred up to the date on which that 
letter was signed. 

 
(b) The scope of the audit was not limited. 
 
(c) The consolidation documentation was complete and accurate and it is stored in a 

manner ensuring its proper safeguarding. 
 
(d) The accounting policies and disclosures specified by the Parent Company’s 

Management complied with the International Financial Reporting Standards as adopted 
by the European Union in all material respects. Changes to accounting policies and 
their implications were correctly disclosed in the notes to the consolidated financial 
statements. 

 
(e) The consolidation of equity items was carried out properly in all material respects. 
 

(f) The elimination of mutual balances (receivables and payables) and transactions 
(revenue and costs) of the consolidated entities were carried out in accordance with the 
IFRSs as adopted by the European Union in all material respects.  

 

(g) Eliminations of gains/losses unrealized by the consolidated entities included in the 
value of assets and in respect of dividends were conducted in accordance with the 
IFRSs as adopted by the European Union in all material respects.  

 

(h) The impact of the disposal or partial disposal of shares in subordinated entities was 
accounted for properly in all material respects. 

 

(i) The Notes to the consolidated financial statements present all the material information 
required by the IFRSs as adopted by the European Union.  

 
(j) The information in the Directors’ Report for the year ended 31 December 2010 has 

been prepared in accordance with the provisions of the Decree of the Minister of 
Finance dated 19 February 2009 concerning the publication of current and periodic 
information by issuers of securities and the conditions of acceptance as equal 
information required by the law of other state, which is not a member state (Journal of 
Laws No. 33, item 259) and is consistent with the information presented in the audited 
financial statements. 

 
(k) The consolidated financial statements for the previous year were audited by 

PricewaterhouseCoopers Sp. z o.o. The independent registered auditor issued an 
unqualified opinion. 
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(l) As at 31 December 2009 Parent Company of the Group had a registered office in 
British Virgin Islands, and as at the date of signing of the consolidated financial 
statements for the year ended 31 December 2009 the Parent Company had its 
registered office in Cyprus. Thus, the Group had no obligation to either file the 
consolidated financial statements in National Court Register or to publish it in Monitor 
Polski B. 
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VI.  Final notes and comments 
 
This report has been prepared in connection with our audit of the consolidated financial 
statements of the Celtic Property Developments S.A. Group, of which Celtic Property 
Developments S.A. with its registered office in Warsaw, Rondo ONZ 1 is the Parent 
Company. The audited consolidated financial statements comprised: 
 
(a) the consolidated statement of financial position as at 31 December 2010, showing total 

assets and total liabilities & equity of PLN 951,755 thousand; 
 
(b) the consolidated statement of comprehensive income for the period from 1 January to 

31 December 2010, showing a total comprehensive income of PLN 65,077 thousand; 
 
(c) the consolidated statement of changes in equity for the period from 1 January to 31 

December 2010, showing an increase in equity of PLN 50,588 thousand; 

 
(d) the consolidated statement of cash flows for the period from 1 January to 31 December 

2010, showing a net decrease in cash and cash equivalents of PLN 12,813 thousand; 
 

(e) additional information on adopted accounting policies and other explanatory notes. 
 

The consolidated financial statements were signed by the Management Board of the Parent 
Company on 29 April 2011. This report should be read in conjunction with the Independent 
Registered Auditor’s Opinion to the General Shareholders’ Meeting and the Supervisory 
Board of the Celtic Property Developments S.A. Group, signed on 29 April 2011, concerning 
the above-mentioned financial statements. The opinion is a general conclusion drawn from 
the audit and involves assessing the materiality of individual audit findings rather than being 
a sum of all the evaluations of individual consolidated financial statement components.  This 
assessment takes account of the impact of the facts noted on the truth and fairness of the 
consolidated financial statements as a whole. 
 

Conducting the audit on behalf of PricewaterhouseCoopers Sp. z o.o., Registered Audit 
Company No. 144: 
 
 

Wojciech Maj  
   
Key Registered Auditor  
No. 6128  
 

Warsaw, 29 April 2011 
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Celtic Property Developments S.A.

(All amounts in PLN thousand unless otherwise stated)

Consolidated property portfolio

INVESTMENT PROPERTY (Note 6)

Property Company Fair value

Aquarius Robin Investments 31 445

Viterra Lakia Investments 31 603

Jana Kazimierza Mandy Investments 25 742

Ursus Blaise Gaston Investments 69 330

Ursus Challange Eighteen 20 870

Ursus 1/95 Gaston Investments *) 48 070

Ursus 2/124 Gaston investments *) 42 430

Ursus 3/93 Gaston investments *) 43 340

Ursus 4/113 Gaston Investments *) 66 400

Ursus 5/92 Gaston Investments *) 47 550

Ursus 6/150 Gaston Investments *) 18 480

Ursus 7/120 Gaston Investments *) 21 020

Ursus 8/126 Gaston Investments *) 27 680

Ursus 9/151 Gaston Investments *) 7 270

Ursus 10/165 Gaston Investments *) 14 930

Ursus 11/162 Gaston Investments *) 13 510

Ursus 12/132 Gaston Investments *) 27 630

Ursus 13/155 Gaston Investments *) 23 160

Ursus 14/119 Gaston Investments *) 11 720

Ursus 15/167 Gaston Investments *) 9 720

Ursus 16/88 Gaston Investments *) 3 210

Ursus 17/110 Gaston Investments *) 22 250

Ursus 18 Gaston Investments *) 12 420

Ursus 19/97 Gaston Investments *) 11 370

Ursus 20/140 Gaston Investments *) 12 700

Łopusza�ska Devin Investments 59 206

Wolbórz HUB Developments 2 490

Capitalised rights of perpetual usufruct of land 28 669

754 215

INVENTORIES (Note 9)

Property Company Carrying amount Fair value

IRIS (former Mokotów Plaza II) Belise Investments 28 989 28 989

Magdalenka (Lesznowola) Gaetan Investments 8 416 12 210

Koszykowa Elara Investments 13 530 13 530

Wilanów Liliane Investments 1 908 2 310

52 843 57 039

Land in Risan Tenth Planet 9 901 9 901

Villa in Donja Lastva Tenth Planet 7 723 7 723

Land in Zagora Tenth Planet  485  772

Apartament in Dobrota Tenth Planet 1 188 1 188

Alsonemedi Celtic Trade Park 4 158 4 158

23 455 23 742

76 298 80 781

Total fair value of property portfolio 834 996

Consolidated financial statements for the period from 1 January 2010 to 31 December 2010

As at

31 December 2010

31 December 2010

As at

* investment properties belonged to Challange Eighteen as at 31 December 2009 and as at 31 December 2010 were valued

assuming, that Group controlled the entire investment.
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Celtic Property Developments S.A.

(All amounts in PLN thousand unless otherwise stated)

Consolidated statement of comprehensive income

12 months ended 12 months ended

Note 31 December 2010 31 December 2009

Revenue 15 46 616 62 237

Cost of sales 16 (24 158) (42 270)

(9 674) (35 561)

(5 721) (5 222)

                 Cost of services sold (8 763) (1 487)

GROSS PROFIT 22 458 19 967

Administrative expenses - property related 17 (29 022) (26 446)

Administrative expenses - other 19 (20 961) (16 909)

Selling and marketing expenses ( 957) ( 361)

Other income 18 2 840 11 784

Net gain from fair value adjustments on investment property 5 16 077 146 436

Net gain / (loss) on sale of subsidiares 27 (5 325) 3 661

OPERATING PROFIT (LOSS) (14 890) 138 132

Finance income 20 23 965 14 452

Finance costs 20 (6 075) (11 494)

PROFIT BEFORE INCOME TAX 3 000 141 090

Income tax expense 21 78 847 (32 039)

PROFIT FOR THE YEAR 81 847 109 051
(224 765) 45 017

OTHER COMPREHENSIVE INCOME

Currency translation adjustment (16 770) (18 109)

TOTAL COMPREHENSIVE INCOME 65 077 90 942

Profit attributable to:

Equity holders of the Group 81 847 109 051

Total comprehensive income attributable to:

Equity holders of the Group 65 077 90 942

30 2.36 3.13

                                                                                 

Andrew Morrison Shepherd Aled Rhys Jones

Chairman of the Board Board Member

                                                                                  

Christopher Bruce  0 El�bieta Donata Wiczkowska

Board Member Board Member

Consolidated financial statements for the period from 1 January 2010 to 31 December 2010

Including: Costs of inventories sold

                Inventory impairment

Total comprehensive income for the period are entirely attributable to shareholders of the Group

BASIC AND DILLUTED EARNINGS PER SHARE (PLN)

Explanatory notes set out on pages  from 1 to 48 comprise the part of these consolidated financial statements
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Celtic Property Developments S.A.

(All amounts in PLN thousand unless otherwise stated)

Consolidated statement of financial position

Note 31 December 2010 31 December 2009

ASSETS

Non-current assets

5 754 216 861 876

1 067 1 224

 321  513

 34  0

7 49 504 51 353

14 7 884 21 639

8  553  0

813 579 936 605

9 76 298 93 298

8 23 046 15 526

1 526  849

10 37 306 50 119

138 176 159 792

Total assets 951 755 1 096 397

EQUITY

11 3 483 1 197 085

(8 946) 58 125

830 941 (480 320)

825 478 774 890

-389,378

12  134 1 532

13 78 173 84 577

14 25 449 130 264

103 756 216 373

12 18 725 16 954

 712  321

13 3 084 87 859

22 521 105 134

Total liabilities 126 277 321 507

Total equity and liabilities 951 755 1 096 397

                                                                                 

Andrew Morrison Shepherd Aled Rhys Jones

Chairman of the Board Board Member

                                                                                  

Christopher Bruce  0 El�bieta Donata Wiczkowska

Board Member Board Member

Consolidated financial statements for the period from 1 January 2010 to 31 December 2010

As at

Investment properties

Property, plant and equipment

Intangible assets, excluding goodwill

Goodwill

Deferred income tax assets

Long term receivables

Current assets

Inventory

Trade and other receivables

Deferred income tax liabilities

Retained earnings/(accumulated losses)

Current income tax receivables

Cash and cash equivalents

Share capital

Capital and reserves attributable to the parent Company’s equity holders

Current income tax liabilities

Borrowings, including finance leases

Investment in subsidiaries

Current liabilities

Trade and other payables

LIABILITIES

Non-current liabilities

Trade and other payables

Borrowings, including finance leases

Translation reserve

Total equity

Explanatory notes set out on pages  from 1 to 48 comprise the part of these consolidated financial statements.
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Celtic Property Developments S.A.

(All amounts in PLN thousand unless otherwise stated)

Consolidated statement of changes in equity

Share capital 

CPD PLC

Share capital 

CPD SA/ POEN 

SA

Translation 

reserve

Retained 

earnings Total

1 200 563         0 76 234 (589 371) 687 426

Own shares repurchased (3 478)  0  0  0 (3 478)

(3 478)  0  0  0 (3 478)

Currency translation differences  0  0 (18 109)  0 (18 109)

Profit for the year (restated)  0  0  0 109 051 109 051

 0  0 (18 109) 109 051 90 942

Balance at 31 December 2009 1 197 085  0 58 125 (480 320) 774 890

Share capital 

CPD PLC

Share capital 

CPD SA/ POEN 

SA

Translation 

reserve

Retained 

earnings Total

1 197 085         0 58 125 (480 320) 774 890

Own shares sold 3 478  0  0  0 3 478

Issuance of shares  0 3 483  0  0 3 483

Acquisition of own shares due to merger  0  500  0  0  500

Redemption of shares (registered)  0 ( 500)  0  0 ( 500)

Payment on account of  redemption of shares 

(unregistered)  0  0  0 (17 967) (17 967)

Change of the parent company (1 200 563)        0 (50 301) 1 247 381 (3 483)

(1 197 085)        3 483              ( 50 301)             1 229 414          ( 14 489)   

Currency translation differences  0  0 (16 770)  0 (16 770)

Profit for the year  0  0  0 81 847 81 847

 0  0 (16 770) 81 847 65 077

Balance at 31 December 2010  0 3 483 (8 946) 830 941 825 478

                                                                                 

Andrew Morrison Shepherd Aled Rhys Jones

Chairman of the Board Board Member

                                                                    

Christopher Bruce El�bieta Donata Wiczkowska

Board Member Board Member

Group has no minority shareholders. Entire equity is attributable to shareholders of the Group.

Consolidated financial statements for the period from 1 January 2010 to 31 December 2010

Total comprehensive income

Total comprehensive income 

Balance at 1 January 2009

Balance at 1 January 2010

Explanatory notes set out on pages  from 1 to 48 comprise the part of these consolidated financial statements.
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Celtic Property Developments S.A.

(All amounts in PLN thousand unless otherwise stated)

Consolidated cash flow statement

12 months ended 12 months ended

Note 31 December 2010 31 December 2009

Cash flows from operating activities

Cash generated from operations 22 (23 444) 8 174

Interest paid ( 15) (2 912)

Income tax paid (1 624) (2 093)

Net cash generated from operating activities (25 083) 3 169

Cash flows from investing activities

(8 787) (24 670)

Purchases of property, plant and equipment ( 543) ( 550)

Purchases of subsidiaries  0  0

Proceeds from sale of subsidiaries 43 990  0

Purchases of shares in subsidiaries (excluded from consolidation) ( 34)  0

Repayment of loans granted  0  67

Net cash used in investing activities 34 626 (25 153)

Cash flows from financing activities

Purchase of own shares  0 ( 169)

Proceeds from borrowings  0 25 164

Repayments of borrowings (4 389) (17 965)

Share redemption (17 967)  0

Net cash used in financing activities (22 356) 7 030

Net (decrease)/increase in cash and cash equivalents (12 813) (14 954)

Cash and cash equivalents at beginning of the year 50 119 65 073
Exchange losses on cash and cash equivalents

Cash and cash equivalents at end of the year 37 306 50 119

                                                                                 

Andrew Morrison Shepherd Aled Rhys Jones

Chairman of the Board Board Member

                                                                                  

Christopher Bruce El�bieta Donata Wiczkowska

Board Member Board Member

Consolidated financial statements for the period from 1 January 2010 to 31 December 2010

Capital expenditure on investment property

Explanatory notes set out on pages  from 1 to 48 comprise the part of these consolidated financial statements.
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Celtic Property Developments S.A.

(All amounts in PLN thousand unless otherwise stated)

1 General information

1.1.

The shareholders of Celtic Property Developments Plc became, after the redemption of company's own shares, the

shareholders of Poen S.A. with the same stake in share capital of Poen S.A. and total number of voting rights at General

Shareholders Meeting of Poen S.A., as they had in Celtic Property Developments Plc till the date of the merger.

As a result on 23 August 2010 Celtic Property Developments Plc ceased to exist, and Poen S.A. became parent company of the

Group.

Information on  Celtic Property Developments Plc (previous parent Company - before merger) 

Information on  Celtic Property Developments S.A. (current parent Company) 

Celtic Property Developments S.A. ("Company", "CPD") with its registered office in Warsaw (00-124), Rondo ONZ 1, was

established on the basis of statute on 23 February 2007 (as Celtic Development Corporation S.A., then on 22 February 2008 the

Company changed its name to Poen S.A.). On 23 March 2007 District Court in Cracow, XI Business Department of the National

Court Register entered the Company into the Register of Businesses with the KRS number 0000277147.

On 2 September 2010 the General Shareholder's Meeting adopted a resolution changing the Company’s name from Poen S.A.

to Celtic Property Developments S.A.

The Company’s core business (according to Company's articles of association) is holding activity, services for real estate market

and head offices activities.

On 23 August 2010, the National Court Register recorded cross-border merger of former parent Company of the Group Celtic

Property Developments Plc (Acquired Company) and Poen S.A. (Acquiring Company) by transfer of all assets and liabilities of

the Acquired Company to the Acquirer in exchange for newly issued shares of Acquiring Company. The merger was processed

based on the Merger Plan, which assumed the acquisition of Celtic Property Developments Plc by its 100% subsidiary - Poen

S.A. As a result of the merger: (i) existing shareholders of Celtic Property Developments Plc became 100% shareholders of

Poen S.A., furthermore (ii) Poen S.A. purchased from Celtic Property Developments Plc (by the general succession) its own

shares with a purpose of redemption. Exchange ratio of Celtic Property Developments Plc shares to shares of Poen S.A., was

determined at a level that did not cause changes in the ownership structure of Poen S.A.

Additional notes and explanations to the consolidated financial statement

Information about a parent entity

Celtic Property Developments Plc (“CPD Plc”, “The Company”) was incorporated in Jersey as The East Europe Development

Fund Limited, on 20 December 1990. On 24 October 2006 the company moved to the British Virgin Islands and the name was

changed to Celtic Property Developments S.A. on 1 November 2007. In February 2010, the Company has redomiciled again to

Cyprus under the name Celtic Property Developments Plc. The Company's address till 22 February 2010 was Craigmuir

Chambers, PO Box 71, Roadtown, Tortola, British Virgin Islands. From 23 February 2010 to 22 August 2010 the address of the

Company was as follows: 1 Naousis, 1 Karapatakis Building PC 6018, Larnaca, Cyprus. 

From June 2008 to September 2010 CPD  Plc was listed on stock exchange in Frankfurt, on the over -the -counter market.  

On 14 December 2010, the prospectus of Celtic Property Developments S.A. with its registered office in Warsaw was approved.

On 17 December 2010 the Board of National Depository of Securities ("KDPW") granted to the Company status of participant of

KDPW, type ISSUER, registered 34.068.252 Company’s ordinary shares, series B with a nominal value of PLN 0,10 each and

marked them with code PLCELPD00013. Three days later, the shares were admitted to trading on the parallel market. The

shares were registered in the National Depository and on 23 December 2010 introduced to the continuous trading system.

Profit for the year presented in the consolidated statement of comprehensive income for the period ended at 31 December 2010

amounted to PLN 82 m. The profit for the year results mainly from the reversal of deferred tax liabilities in amount of PLN 72 m

due to increase of tax value of properties contributed to newly created subsidiaries in 2010. The costs of restructuring and

reorganization in 2010 amounted to PLN 3.3 m.

Consolidated financial statements for the period from 1 January 2010 to 31 December 2010
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Management Board:

Andrew Morrison Shepherd Chairman of the Board

Aled Rhys Jones Board Member

Christopher Bruce Board Member

El�bieta Donata Wiczkowska Board Member

Supervisory Board:

Marzena Bielecka Chairman

Wiesław Ole� Vice-Chairman

Mirosław Gronicki Member of the Supervisory Board

Colin Kingsnorth Secretary

Wiesław Rozłucki

As at 31 December 2010 Company's shareholders were*:

Company Country No. of shares % owned capital % of voting rights

Cooperatieve Laxey Worldwide W.A. Netherlands 10,082,930           29.6% 29.6%

Horseguard Trading Ltd Cyprus 6,020,615             17.7% 17.7%

The Value Catalyst Fund plc Cayman Islands 4,490,475             13.2% 13.2%

QVT Fund LP Cayman Islands 3,843,635             11.3% 11.3%

LP Value Ltd British Virgin Islands 2,198,450             6.4% 6.4%

LP Alternative Fund LP USA 2,193,931             6.4% 6.4%

5,238,216             15.4% 15.4%

34,068,252           100% 100%

1.2. 

* The above shareholder's structure is based on the number of shares registered as of approval of the Prospectus i.e. 13 

December 2010. It does not comprise 765.043 shares, series B, which was redeemed after registering the decrease of share 

capital in 2011.

Information about Capital Group

- land acquisition and construction residential and office buildings; purchase of existing properties with the potential to create

additional value that can be achieved by changing the purpose of the property or by raising the standard and optimizing the

usable area

- leasing of office buildings and warehouses for its own account,

- commercial real estates management.

As at the date of preparation of the consolidated financial statements, the Management Board and Supervising Bodies of the

parent company was as follows:

As at balance sheet date CPD Group comprised CPD S.A. as a parent entity and 44 subsidiaries.

Additional information concerning consolidated subsidiaries was included in Note 2.2.

None of the individual entities of the Group is fixed for the duration. The financial statements of all subsidiaries have been

prepared for the same reporting period as the financial statements of the parent company, using consistent accounting policies.

The financial year of CPD and its entities is the calendar year.

The core business of CPD Group comprise:

Member of the Supervisory Board (appointed on 3 March 2011; replaced Krzysztof Cichocki, 

who resigned on 4 February 2011 - effectively from 3 March 2011)

Shareholders with stakes below 5%

- property development (office and residential market)
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2

2.1

(a) Interpretations and revisions of standards effective in 2010 that were adopted by CPD Group

Consolidated financial statements of CPD S.A. was prepared as at 31 December 2010 and for the period from 1 January 2010 to

31 December 2010, while comparative data is for the period from 1 January 2009 to 31 December 2009.

The principal accounting policies adopted in the preparation of these consolidated financial statement is set out below. These

have been consistently applied to all the years presented, unless otherwise stated.

IFRS 3 (Revised), "Business combinations".

On 10 January 2008, the International Accounting Standards Board issued revised IFRS 3, which is effective prospectively for

business combinations with a date of purchase or after 1 July 2009. The revised standard continues to apply the acquisition

method to business combinations, with some significant changes. For example, all payments to purchase a business are to be

recorded at fair value at the acquisition date, with contingent payments classified as debt subsequently re-measured through the

income statement. There is a choice on an acquisition-by-acquisition basis to measure the non-controlling interest in the

acquiree either at fair value or at the non-controlling interest‘s proportionate share of the acquiree‘s net assets. All acquisition-

related costs should be expensed.  In 2010 there were no transactions, that should be reconciliated according to  IFRS 3.

The financial statements have been prepared on the assumption that the Group will continue as a going concern in the

foreseeable future. At the date of preparation of the consolidated financial statements, there are no circumstances indicating a

threat to the continuation of operations by the Group.

Amendments to different standards and interpretations „Improvements to IFRSs (2009)” were issued by the International

Accounting Standards Board on 16 April 2009. Amendments to various standards and interpretations were a part of annual

procedure of introducing changes to existing standards (IFRS 2, IFRS 5, IFRS 8, IAS 1, IAS 17, IAS 18, IAS 36, IAS 38, IAS

39, IFRIC 9, IFRIC 16) aimed mainly at elimination inconsequences and improving wording.

The amendments precised required accounting treatment in the situations, in which previously optional interpretation was

allowed

The most important are the new or revised requirements such as: 

(i) the scope of IFRS 2 and revised IFRS 3, 

(ii) disclosures of non-current assets (or group's of assets for sale) classified as for sale or discontinued operations,

(iii) disclosures of information concerning assets of segments,

(iv)current and non-current classification of convertible instruments

(v) classification of lands and building for the purposes of leasing, 

(vi) identification whether a company is a main party of transaction or rather an agent in benefit program

(vii) about units accounting for goodwill impairment testing, measuring the fair value of an intangible assets acquired in a

business combination

IAS 27 (Revised) „Consolidated and Separate Financial Statements ”

Revised IAS 27 was published by International Accounting Standards Board on 10 January 2008 and was in force for the annual

periods commencing on 1 July 2009 or later. The revised standard specifies that changes in a parent’s ownership interest in a

subsidiary that do not result in the loss of control must be accounted for as equity transactions. It also specifies how an entity

should measure any gain or loss arising on the loss of control of a subsidiary. At the date when control is lost, any investment

retained in the former subsidiary has to be measured at its fair value. 

              
Revised standard had no effect on the Groups consolidated financial statement.

Basis of preparation

These consolidated financial statement of Celtic Property Developments S.A. have been prepared in accordance with

International Financial Reporting Standards ("IFRS") as adopted by the European Union. This consolidated financial statements

have been prepared under the historical cost convention, with the exception of the valuation of investment property to the fair

value.

Summary of significant accounting policies
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2.1

(b)

(c)

In the consolidated financial statement the CPD Group decided to adopt early the amendments to IAS 24 "Related Party

Disclosures" before being in force.

(ix) treatment of penalties for loans prepayment as closely related embedded derivatives, the scope of the exceptions to the

business combination, and cash flow hedge accounting,

(x) the scope of IFRIC 9 and revised IFRS 3, 

(xi) changes to the restrictions imposed on companies that hold hedging instruments.

Standards adopted early by the Group

The amendments simplified the requirements related to the disclosure of information by entities related to the state institutions

and made the definitions of a related party more precise.

Amendments to IFRS 1, "

The amendments introduced additional exemptions for entities adopting IFRS for the first time published by IASB on 23 July

2009. The amendments exempt entities using the full cost method from retrospective application of IFRSs for oil and gas assets

and also exempt entities with existing leasing contracts from reassessing the classification of those contracts in accordance with

IFRIC 4, 'Determining Whether an Arrangement Contains a Lease' when the application of their national accounting

requirements produced the same result. 

The amendment has no impact on the Group's consolidated financial statement.

(viii) additional changes resulting from amendments to IFRS 3, and measurement of the fair value of intangible assets acquired

in business combination

Amendment to IAS 39, "Financial Instruments: Recognition and Measurement "

Hedged items that meet the particular criteria published by International Accounting Standards Board on 31 July 2008. 

They clarify two issues related to hedge accounting: identifying inflation as a risk or portion to be secured and the security in the

form of options. These amendments clarify that inflation may be subject to security only in cases where inflation changes are

contractually specified as an element of cash flows of the financial instrument. The amendments also clarify that the risk-free or

benchmark interest rate as part of the fair value of financial instruments with fixed interest rate under normal circumstances can

be isolated and measured reliably, and therefore it is subject to hedging. The revised IAS 39 allows entities to designate

purchased option (or net purchased options) as hedging instruments securing financial or non-financial component. The entity

may designate the option as a hedge of changes in cash flows or the fair value of the hedged item or below a specific price or by

another variable (one-sided risk).

The application of those amendment had no significant effect on the Group's consolidated financial statement.

The amendment has no impact on the Group's consolidated financial statements.

Interpretation of IFRIC 15 „Agreements for the Construction of Real Estate” 

Published by the International Accounting Standards Board on 3 July 2008. IFRIC 15 deals with two (connected) issues: it

clarifies whether construction contract should be recognized under IAS 11 "Construction contracts” or IAS 18 „Revenue” and it

determines, when to recognize revenue from the construction of the property. The interpretation also provides additional

guidelines for distinguishing "construction contracts" (within the scope of IAS 11) from other agreements relating to construction

of property (within the scope of IAS 18). Any agreement on the construction of real estate requires careful analysis to decide

whether it should be accounted for in accordance with IAS 11 or with IAS 18. This interpretation mostly affects entities engaged

in construction of apartments for sale. In the case of contracts falling within the scope of IAS 18 and for the recognised supply of

goods the interpretation introduces a new concept, that the revenue in IAS 18 "on a continuous basis in adequately to the

progress of the project". In this case, revenue is recognized by reference to the stage of construction, using the method of

staging the construction contract.

Group's accounting policy is in line with IFRIC 15

Basis of preparation - cont.

Standards, amendments to and interpretations of the existing standards which are in force  in 

2010 but are not applicable to the Company’s operations

Earlier adoption of the  amended regulations had no impact on the Group's consolidated financial statement.
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2.1

(d)

Amendments to IFRS 2 "Share-based Payment "

The group transactions in the form of share-based payment reconciliated in cash published by International Accounting

Standards Board on 18 June 2009. The amendments determine: (1) the scope of IFRS 2. The entity receiving goods or services

as a part of share based payment has to recognize those goods and services independently from which Group's entity reconcile

this transaction and whether it is share-based or a cash-based transaction, (2) application of IFRS 2 and other standards. The

Board determined, that accordingly to IFRS 2 „a group” has an identical meaning as in IAS 27, i.e. „a group” comprises a

parent company and its subsidiaries. The amendments incorporated also into the standard the guidance from IFRIC 8 and IFRIC

11. And as a result the Board withdrawn the IFRIC 8 and IFRIC 11.

Amendments to IAS 32 „Classification of rights issues” published by the International Accounting Standards Board on 8 October

2009 and are effective for annual periods beginning on or after 1 February 2010. 

Amendment exempts certain rights issues of shares with proceeds denominated in foreign currencies from classification as

financial derivatives. The amendments require, subjected to specific rules, rights issues to be classified as equity regardless to

the currency in which the exercise price is denominated.

Group will adopt the revised IAS 32 beginning from 1 January 2011.

Amendment to IFRS 2 "Share-based payments" 

Published by the International Accounting Standards Board on 17 January 2008 r. and are effective for annual periods beginning

on or after 1 January 2009. Amendments to Standard concern two issues: it explains, that Vesting conditions are service

conditions and performance conditions only. Other features of share-based payment (program) are not recognized as vesting

conditions. Standard clarifies that the accounting approach towards program's withdrawn by the entity or another party to the

transaction should be the same.

Interpretation IFRIC 18 „Transfers of Assets from Customers” 

Published by the International Accounting Standards Board on 29 January 2009, this interpretation applies particularly to public

sector and applies to all contracts, under which an entity receives from the client component of tangible fixed assets (or cash for

the construction of such a component), which must then be used to connect the client to the network or to provide it with

continuous access to supplies of goods or services.

IFRIC 16 „Hedges of a Net Investment in a Foreign Operation ”

Interpretation IFRIC 16 was issued by Committee on International Financial Reporting Interpretations on 3 July 2008 and is

effective for annual periods beginning on or after 1 October 2009. This Interpretation provides general guidance on determining

whether there is a risk of exchange rate changes in the foreign entity's functional currency and presentation currency for the

consolidated financial statements of the parent Company of the group. The interpretation explains which currency risk exposures

are eligible for hedge accounting and states that translation from the functional currency to the presentation currency does not

create an exposure to which hedge accounting could be applied. The IFRIC allows the hedging instrument to be held by any

entity or entities within a group except the foreign operation that itself is being hedged. The interpretation also clarifies how the

gain or loss reclassified from the currency translation reserve to profit or loss is calculated on disposal of the hedged foreign

operation. 

This interpretation does not apply to the consolidated financial statements of the CPD Group.

Standards, amendments to and interpretations of the existing standards which are not yet in force and which have not

been adopted early by the CPD Group.

Amendments to IAS 32 „Classification of rights issues”

Interpretation IFRIC 17 „Distribution of Non-Cash Assets to Owners ” 

Published by the International Accounting Standards Board on 27 November 2008, the interpretation provides guidance on how

to settle the transfers of non-cash assets to the owners. An entity should measure a liability to distribute non-cash assets as a

dividend to its owners at the fair value of the assets to be distributed. A gain or loss on disposal of the distributed non-cash

assets will be recognised in profit or loss when the entity settles the dividend payable. The interpretation does not apply to

distribution of non-cash assets in a situation where, following the division the control over them does not change.

Basis of preparation - cont.
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2.1

IFRS 9 “Financial Instruments Phase 1: Classification and Measurement”

Amendment to IFRS 1 „Limited exemption from Comparative IFRS 7 Disclosures for First-time Adopters were published by

International Accounting Standards Board in 28 January 2010 and are effective for annual periods beginning on or after 1 July

2010.

The amendments provide relief to a first-time adopters of IFRS from providing comparative information for the disclosures

required by Amendments to IFRS 7 issued in March 2009 concerning fair value measurement and liquidity risk.

Group will adopt the amendments beginning from 1 January 2011.

Amendments to IFRS 7 „Transfers of Financial Assets” were published by International Accounting Standards Board in October

2010 and are effective for annual periods beginning on or after 1 July 2011.

The amendment requires additional disclosures in respect of risk exposures arising from transferred financial assets. The

amendment includes a requirement to disclose by class of asset the nature, carrying amount and a description of the risks and

rewards of financial assets that have been transferred to another party yet remain on the entity's balance sheet. Disclosures are

also required to enable a user to understand the amount of any associated liabilities, and the relationship between the financial

assets and associated liabilities. Where financial assets have been derecognised but the entity is still exposed to certain risks

and rewards associated with the transferred asset, additional disclosure is required to enable the effects of those risks to be

understood.

Group will adopt the revised IFRS 7 beginning from 1 January 2012.

IFRS 7 „Transfers of Financial Assets ”

Amendment to IFRS 1 „First-time adoption of IFRS”

IFRS 9 approach is based on a business model used by a company to manage assets and on contractual qualities of financial

assets. IFRS 9 also demands using only one method of measurement of assets impairment.

The Company will adopt IFRS 9 as of 1 January 2013. As at the date of these financial statements being prepared, the

amendments to IFRS 9 had not yet been approved by the European Union.

IFRS 9 published by the International Accounting Standards Board on 12 November 2009 replaced the parts of IAS 39 which

related to the classification and measurement of financial assets. In October 2010, IFRS 9 was supplemented with issues

relating to the classification and measurement of financial liabilities. The new standard is effective for annual periods beginning

on 1 January 2013 or later.

The standard introduced one model which stipulated only two categories of classification of financial assets: those measured at

fair value and those measured at amortized cost. The classification is performed at the time of initial recognition and is

dependent on the financial instrument management model adopted by the entity, as well as the properties of the contractual

cash flows from these instruments.

The majority of the IAS 39 requirements with regard to the classification and measurement of financial liabilities were transferred

to IFRS 9 unchanged. The key change is the requirement imposed on entities to present, in other comprehensive income, the

effects of changes in their own credit risk in respect of financial liabilities designated for measurement at fair value through profit

or loss.

Basis of preparation - cont.

Amendments to IAS 12 "Recovery of Underlying Assets "

Amendments to IAS 12 "Recovery of Underlying Assets" was published by the International Accounting Standards Board in

December 2010 r. and are effective for the annual periods on or after 1 January 2012. 

The amendments relate to measuring deferred tax liabilities and deferred tax assets relating to investment property measured

using the fair value model according to IAS 40, Investment Property and introduce a rebuttable presumption that an investment

property is recovered entirely through sale. This presumption is rebutted if the investment property is held within a business

model whose objective is to consume substantially all of the economic benefits embodied in the investment property over time,

rather than through sale. SIC-21, "Income Taxes – Recovery of Revalued Non-Depreciable Assets" which addresses similar

issues involving non-depreciable assets measured using the revaluation model in IAS 16, "Property, Plant and Equipment" was

incorporated into IAS 12 after excluding guidance regarding investment property measured at fair value. 

Group will adopt the amendments to IAS 12 from 1 January 2012 
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2.1

Amendments include changes in the presentation, recognition and measurement, and contain terminology and editorial

changes, such as: 

IFRS 3 - (i) contingent consideration recognised from transactions before the IFRS 3 (R) is effective, will not be restated; (ii)

limits the scope of the measurement choices that only the components of non-controlling interests that are present ownership

interests that entitle their holders to a proportional share of the entity's net assets, in the event of liquidation shall be measured

either: at fair value or at the present ownership instruments proportional share of the acquiree's identifiable net assets. Other

components are measured at their acquisition date fair value, unless other measurement basis is required by another IFRS.

IFRS 7 - clarification of financial instrument disclosures

IAS 1 - entity will present an analysis of other comprehensive income for each component of equity, either in the statement of

changes in equity or in the notes to the financial statements

IAS 27 - clarify that consequential amendments from IAS 27 made to IAS 21, IAS 28 and IAS 31 apply prospectively

IAS 34 - added disclosure requirements around changes of fair value, and update of the information from the last annual

financial statements

IFRS 1 (i) clarifies that, if a first-time adopter changes its accounting policies or its use of exemptions in IFRS 1 after it has

published an interim financial reporting in accordance wit IAS 34, it needs to explain those changes and update the

reconciliation between previous GAAP and IFRS; (ii) exemption allowing to use an event-driven fair value as deemed cost, even

if the event occurs after the date of transition, but before the first IFRS financial statements issued; (iii) the entities with rate-

regulated activities are allowed to use the carrying amount of their property, plant and equipment and intangible assets balances

from their previous GAAP as its deemed cost upon transition to IFRS.

The entities that use these exemption upon transition to IFRS have to test the balances for the impairment according to IAS 36.

Amendments to IFRS 1 "Severe Hyperinflation and Removal of Fixed Dates for First-time Adopters "

Basis of preparation - cont.

The IASB has also amended IFRS 1 to eliminate references to fixed dates for one exception and one exemption, both dealing

with financial assets and liabilities. The first change requires first-time adopters to apply the derecognition requirements of IFRS

prospectively from the date of transition, rather than from 1 January 2004. The second amendment relates to financial assets or

liabilities at fair value on initial recognition where the fair value is established through valuation techniques in the absence of an

active market and allows the guidance to be applied prospectively from the date of transition to IFRS rather than from 25

October 2002 or 1 January 2004. This means that a first-time adopter does not need to determine the fair value of financial

assets and liabilities for periods prior to the date of transition. IFRS 9 has also been amended to reflect these changes.

Group will adopt the amendments to IFRS 1 from 1 January 2012 

Amendments to IFRS 1 "Severe Hyperinflation and Removal of Fixed Dates for First-time Adopters " was published by the

International Accounting Standards Board in December 2010 and are effective for the annual periods on or after 1 July 2011.

The amendment regarding severe hyperinflation creates an additional exemption when an entity that has been subject to severe

hyperinflation resumes presenting or presents for the first time, financial statements in accordance with IFRSs. The exemption

allows an entity to elect to measure certain assets and liabilities at fair value; and to use that fair value as the deemed cost in the

opening IFRS statement of financial position. 

Amendments to IFRS 2010

On 6 May 2010 the International Accounting Standards Board published “Improvements in IFRS 2010” which amended seven

standards. The improvements included changes in presentation, recognition and measurement, as well as terminology and

editorial changes.  Most of the amendments will be effective for annual periods commencing on 1 January 2011.
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2.1

(e)

The interpretation of IFRIC 19 was issued by the International Financial Reporting Interpretations Committee on 26 November

2009 and is effective for annual periods beginning on or after 1 July 2010. This interpretation clarifies the accounting principles

applied in situations where as a result of the renegotiation by an entity of the terms of its debt, the liability is settled through the

issue of equity instruments to the creditor. The interpretation requires the valuation of equity instruments at fair value and the

recognition of a profit or loss in the amount of the difference between the carrying amount of the liability and the fair value of the

equity instrument.

The Group will implement IFRIC 19 as of 1 January 2011

The following standards and interpretations are mandatory for the Group’s accounting periods beginning on or after 1 

January 2011 or later periods but are not relevant for the Group’s operations:

Group will adopt the amendments to IFRIC 14 from 1 January 2011.

IFRIC 19 "Extinguishing Financial Liabilities with Equity Instruments"

• IFRIC 12 Service Concession Arrangements. Already adopted by the EU is effective for annual periods beginning on or after

30 March 2009.

• Amendments to IFRIC 14 "Prepayments of a minimum funding requirement"

• IFRIC 17, "Distribution of Non-Cash Assets to Owners"

The Group will apply the amendments to IFRS in accordance with the transitional provisions. At the date of preparation of these

financial statements, amendments to IFRSs in 2010 have not yet been approved by the European Union.

Amendment to IFRIC 14  „Prepayments of a Minimum Funding Requirement ”

Amendment to interpretation IFRIC 14 was issued by the International Financial Reporting Interpretations Committee on 26

November 2009 and is effective for annual periods beginning on or after 1 January 2011. It removes an unintended

consequence of IFRIC 14 related to voluntary pension prepayments when there is a minimum funding requirement. 

Basis of preparation - cont.
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2.2

(a) Subsidiaries

Name Country Shareholder
31 December 

2010

31 December 

2009

1 Mandy Investment Sp. z o.o. Poland 100% 100%

2 Lakia Enterprises Limited Cyprus 100% 100%

3 Lakia Investments Sp. z o.o. Poland 100% 100%

4 Darvest Investments Sp. z o.o. Poland 100% 100%

5 Gaetan Investments Sp. z o.o. Poland 100% 100%

6 Liliane Investments Sp. z o.o Poland 100% 100%

7 Blaise Investments Sp. z o.o. Poland 100% 100%

8 Robin Investments Sp. z o.o. Poland 100% 100%

9 Devin Investments Sp. z o.o Poland 100% 100%

10 East Europe Property Financing 

AB

Sweden 100% 100%

11 New Europe Property Financing 

AB

Sweden 0% 100%

12 Hub Developments Ltd Sp. z o.o. Poland 100% 100%

13 Elara Investments Sp. z o.o. Poland 100% 100%

14 Celtic Investments Limited Cyprus 100% 100%

Subsidiaries are fully consolidated from the date on which they were incorporated or control was transferred to the group. They 

are deconsolidated from the date on which control ceases. 

(i) Acquisition of subsidiaries in accordance with IFRS 3 before 1 January 2010

The purchase method of accounting is used to account for the acquisition of subsidiaries by the group. The cost of an

acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the

date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent

liabilities assumed in a business combination are measured initially at their fair values at the acquisition date, irrespective of the

extent of any minority interest. The excess of the cost of acquisition over the fair value of the group's share of the identifiable net

assets acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets of the subsidiary

acquired, the difference is recognised directly in the profit or loss.

(ii) Acquisition of subsidiaries in accordance with revised IFRS 3 after 1 January 2010

The purchase method of accounting is used to account for the acquisition of subsidiaries by the group. The cost of an

acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the

date of exchange, the obligations arising from the determination of the remuneration element of the conditional agreement.

Acquisition-related costs are recognized in the consolidated profit or loss as incurred. Identifiable assets acquired and liabilities

and contingent liabilities assumed in a business combination are measured initially at their fair values at the acquisition date. For

each acquisition the Group recognizes the shares do not have control of the acquiree at fair value or per share by not having

control of a proportion of net assets acquired business.

Inter-company transactions, balances and unrealised gains on transactions between group companies are eliminated.

Unrealised losses are also eliminated unless the transaction provides evidence of impairment. Accounting policies of

subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the CPD Group.

These consolidated financial statements include the results and assets and liabilities of the following subsidiaries:

Consolidation

Subsidiaries are all entities (including special purpose entities) over which the group has the power to govern the financial and

operating policies generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of

potential voting rights that are currently exercisable or convertible are considered when assessing whether the group controls

another entity.

Lakia Enterprises Limited

Lakia Enterprises Limited

CPD S.A.

Lakia Enterprises Limited

CPD S.A.

Lakia Enterprises Limited

Lakia Enterprises Limited

Lakia Enterprises Limited

Lakia Enterprises Limited

Lakia Enterprises Limited

Lakia Enterprises Limited

Lakia Enterprises Limited

CPD S.A.

CPD S.A.
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Name Country Shareholder
31 December 

2010

31 December 

2009

15 Celtic Asset Management 

Sp. z o.o.

Poland 100% 100%

16 Gaston Investments Sp. z o.o. Poland 100% 100%

17 Mokotów Plaza Sp. z o.o. Poland 0% 100%

18 Buffy Holdings No 1 Ltd Cyprus 100% 100%

19 Challange Eighteen Sp. z o.o. Poland 100% 100%

20 Poen S.A. Poland 0% 100%

21 Celtic Trade Park Kft Hungary 100% 100%

22 Tenth Planet doo Montenegro 100% 100%

23 Celtic Property Development Ktf. Hungary 100% 100%

24 Celtic Italy Italy 100% 100%
25 CAM Estates Ltd Great Britain 100% 100%

26 Poland 99% 0%

1% 0%

27 Poland 99% 0%

1% 0%

28 Poland 99% 0%

1% 0%

29 Poland 99% 0%

1% 0%

30 Poland 99% 0%

1% 0%

31 Poland 99% 0%

1% 0%

32 Poland 99% 0%

1% 0%

33 Poland 99% 0%

1% 0%

34 Poland 99% 0%

1% 0%

35 Poland 99% 0%

1% 0%

36 Poland 99% 0%

1% 0%

37 Poland 99% 0%

1% 0%

38 Poland 99% 0%

1% 0%

Gaston Investments Sp. z o.o.

Gaston Investments Sp. z o.o.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

3/93 Gaston Investments Spółka 

z ograniczon� 

odpowiedzialno�ci� Sp.k.
Gaston Investments Sp. z o.o.

6/150 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

CPD S.A.

Lakia Enterprises Limited

CPD S.A.

Celtic Investments Limited

1/95 Gaston Investments Spółka 

z ograniczon� 

odpowiedzialno�ci� Sp.k.

2/124 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

8/126 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

Challange Eighteen Sp. z o.o.

7/120 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

Gaston Investments Sp. z o.o.

4/113 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

Celtic Investments Limited

Blaise Investments Sp. z o.o.

Challange Eighteen Sp. z o.o.

Challange Eighteen Sp. z o.o.

Blaise Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Celtic Investments Limited

5/92 Gaston Investments Spółka 

z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

Lakia Enterprises Limited

CPD S.A.

Buffy Holdings No 1 Ltd

Lakia Enterprises Limited

Celtic Investments Limited

Gaston Investments Sp. z o.o.

11/162 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

10/165 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

12/132 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

9/151 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.
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Name Country

31 December 

2010

31 December 

2009

39 Poland 99% 0%

1% 0%

40 Poland 99% 0%

1% 0%

41 Poland 99% 0%

1% 0%

42 Poland 99% 0%

1% 0%

43 Poland 99% 0%

1% 0%

44 Poland 99% 0%

1% 0%

45 Poland 99% 0%

1% 0%

46 Poland 99% 0%

1% 0%

47 Belise Investments Sp. z o.o. Poland 100% 0%

2.3

2.4

On 23 August 2010, the National Court Register recorded cross-border merger of Celtic Property Developments Plc and Poen

S.A., which is described in more detail in Note 1.1.

Gaston Investments Sp. z o.o.

Lakia Enterprises Limited

19/97 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

14/119 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Foreign currency translation

Gaston Investments Sp. z o.o.

Gaston Investments Sp. z o.o.

13/155 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

In December 2010, a subsidiary New Europe Property Financing AB based in Sweden was disposed, while in July 2010 another

subsidiary Mokotów Plaza Sp. z o. o. was sold (Note 27).

(a)    Functional and presentation currency

Gaston Investments Sp. z o.o.

18 Gaston Investments Spółka z 

ograniczon� odpowiedzialno�ci� 

Sp.k.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

20/140 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

The following describes the changes within the entities of these consolidated financial statements:

The impact of this merger on the consolidated financial statements was described in Note 26.

In 2010, 21 subsidiaries were created as limited partnerships, to which a part of the investment properties were contributed. In

addition the shares in Belise Investments Sp. z o.o. were purchased. Belise at the time of purchase did not have any net assets

or did not conduct operations.

The creation of a partnership was an internal reorganization and, with the exception of deferred tax as described in Note 14, did

not affect the consolidated net assets.

Change in Group structure

Items included in the financial statements of each of the Group's entities are measured using the currency of the primary

economic environment in which the entity operates (the "functional currency"). The consolidated financial statements are

presented in Polish Zloty ("PLN"), which is the parent's Company functional currency and the Group's presentation currency.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

17/110 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

Gaston Investments Sp. z o.o.

16/88 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

15/167 Gaston Investments 

Spółka z ograniczon� 

odpowiedzialno�ci� Sp.k.

Challange Eighteen Sp. z o.o.

Shareholder
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2.4

Change of presentation currency of consolidated financial statement

Change of functional currency of consolidated entity

(b)    CPD Group Companies

The results and financial position of all the group entities (none of which has the currency of a hyperinflationary economy) that

have a functional currency different from the presentation currency are translated into the presentation currency as follows:

Following the change of currency of debt from EUR to PLN and taking into account the fact that the value of nearly all of the

assets and the expected future income generated by them is determined in relation to PLN, effective from 1 January 2010 the

functional currency of Buffy Holdings No. 1 Ltd was changed from EUR to PLN.

(i) assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance sheet;

When a foreign operation is sold, such exchange differences are recognised in the profit or loss as part of the gain or loss on

sale. Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets of the foreign entity

and translated at the closing rate. Foreign exchange differences are recognized in translation reserve.

(iii) all resulting exchange differences are recognised in other comprehensive income.

One of the consequences of the merger described in Note 1.1 was a change of the parent company in the Group, and thus the

change of the functional currency of the parent entity from EUR to PLN. As a result of described in Note 2.3 changes in the

structure of CPD Group the situation has changed, and thus the judgments of the Board regarding the functional currency of the

parent company of the Group (as at 31.12.2009 the parent company of the Group was CPD Plc established in the British Virgin

Islands.) The decision of the shareholders to apply for admission to official listing on the Warsaw Stock Exchange and to focus

on investments located in Ursus in Warsaw had an influence on the Board's assessment of functional currency of the parent

company. In particular, the following factors have been impacted: the functional currencies of the shareholders, the currencies of

the country of origin, the currencies of expected returns and current, past and future markets on which the Group operates.

Taking this into account, among other factors, such as the fact that most of the value of the assets of the consolidated balance

sheet is determined in the PLN, the majority of expected future revenues of the Group is denominated in PLN and the share

capital of parent company is expressed in this currency and there will be distributions to shareholders, the Board decided to

change effective from 1 January 2010 the presentation currency of consolidated financial statements from EUR to PLN.

According to the Board, reports expressed in PLN better reflect the financial situation and total comprehensive income of the

Group.

(ii) income and expenses are translated at average exchange rates (unless this average is not a reasonable approximation of

the cumulative effect of the rates prevailing on the transaction dates, in which case income and expenses are translated at the

dates of the transactions); the profit and loss transaction are valued using the average exchange rate for the financial period,

except for profit from sales of investment properties which are translated into PLN using the exchange rate from the date of

transaction;

In previous years, the presentation currency of the consolidated financial statements of the CPD Group was EUR.

Foreign currency translation - cont.



21

Celtic Property Developments S.A.

(All amounts in PLN thousand unless otherwise stated)

Additional notes and explanations to the consolidated financial statement

Consolidated financial statements for the period from 1 January 2010 to 31 December 2010

2.5

2.6

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised within

"gains/(losses) on disposal of investment property" in the profit or loss.

Investment property

Land held under operating leases is classified and accounted for as investment property when the rest of the definition of

investment property is met. The operating lease is accounted for as if it were a finance lease.

Investment property is measured initially at its cost, including related transaction costs. The cost is increased by external

financing directly attributable to development of investment properties calculated for the period when active development works

are materially in progress.

Property, plant and equipment

Property that is held for long-term rental yields or for capital appreciation or both, and that is not occupied by the companies in

the consolidated Group, is classified as investment property. Investment property comprises freehold land, freehold buildings

and land held under operating leases (perpetual usufruct).

After initial recognition, investment properly is carried at fair value. Fair value is calculated using cash flow projections based on

active market prices, adjusted, if necessary, for any difference in the nature, location or condition of the specific asset. These

valuations are prepared annually by independent professional appraisers Savills Sp. z o.o. The investment property portfolio is

appraised in accordance with the Practice Statements of the Royal Institution of Chartered Surveyors' (RICS) Appraisal and

Valuation Standards (the "Red Book") published in February 2003, which was effective from 1 May 2003. Valuation fees are not

related to the property value and valuation results.

The fair value of investment property reflects, among other things, rental income from current leases and assumptions about

rental income from future leases in the light of current market conditions. The fair value also reflects, on a similar basis, any

cash outflows that could be expected in respect of the property. Some of those outflows are recognised as a liability, including

finance lease liabilities in respect of land classified as investment property; others, including contingents rent payments, are not

recognised in the financial statements. Subsequent expenditure is charged to the asset's carrying amount only when it is

probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured

reliably. All other repairs and maintenance costs are charged to the profit or loss ("Repair and maintenance costs") during the

financial period in which they are incurred. Changes in fair values are recorded in the profit or loss within "Net gain from fair

value adjustment on investment property".

Real estates, for which future plans are uncertain, are classified as investment property. The future plans may be dependent

upon planning constraints and thus remain uncertain until a project design is definitive and the relevant permits are obtained.

Transfers to, or from, investment property are made when, and only when, there is a evidenced change in use. For a transfer

from inventories to investment property that will be carried at fair value, any difference between the fair value of the property at

that date and its previous carrying amount shall be recognised in profit or loss. For a transfer from investment property carried at

fair value to inventories, the property's deemed cost for subsequent accounting in accordance with IAS 2 shall be its fair value at

the date of change in use.

Depreciation, based on a component approach, is calculated using the straight-line method to allocate the cost over the asset‘s

estimated useful lives. The assets‘ residual values and useful lives are reviewed, and adjusted if appropriate, at least at each

financial year-end. Plant and equipment is amortised over their estimated useful lives (three to five years).

Subsequent costs are included in the asset‘s carrying amount or recognised as a separate asset, as appropriate, only when it is

probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured

reliably. All other repairs and maintenance are charged to the profit or loss during the financial period in which they are incurred.

All property plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure that is directly

attributable to the acquisition of the items.



22

Celtic Property Developments S.A.

(All amounts in PLN thousand unless otherwise stated)

Additional notes and explanations to the consolidated financial statement

Consolidated financial statements for the period from 1 January 2010 to 31 December 2010

2.6

2.7

2.8

2.9 Goodwill

The rules for evaluating the goodwill at the moment of acquisition of subsidiary are presented in Note 2.2.

Goodwill is tested annually for impairment and carried at cost less accumulated impairment losses. Impairment losses on

goodwill are not reversed. Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the

entity sold.

Intangible assets, excluding goodwill

Leases in which a significant portion of the risks and rewards of ownership are retained by another party, the lessor, are

classified as operating leases. Payments, including prepayments, made under operating leases (net of any incentives received

from the lessor) are charged to the profit or loss on a straight-line basis over the period of the lease.

Land that is held by the Group under an operating lease has been classified and accounted for as investment property only if all

required conditions are met:

(b)   A group company is the lessee

Intangible assets consist of computer software. Acquired computer software licenses are capitalised on the basis of the costs

incurred to acquire and bring to use the specific software. These costs are amortised over their estimated useful lives (three to

five years) on a straight-line basis.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the profit or

loss.

Properties leased out under operating leases are included in investment property in the balance sheet. Payments made under

operating leases are recognised in the profit or loss on a straight-line basis over the term of the lease.

(a)    A group company is the lessor

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those cash-

generating units or groups of cash-generating units that are expected to benefit from the business combination in which the

goodwill arose identified according to operating segment.

−         the rest of the definition of investment property is met;

In this case finance leases are capitalised at the lease's commencement at the lower of the fair value of the leased property and

the present value of the minimum lease payments. Each lease payment is allocated between the liability and finance charges

using an effective interest rate. The corresponding perpetual usufruct obligations, net of finance charges, are included in current

and non-current borrowings.

−         the Group uses the fair value model set out in IAS 40 for the asset recognised.

Goodwill arising from the acquisition of a foreign entity and any adjustment to the carrying amounts of assets and liabilities to fair

value, arising from the acquisition of a foreign entity, are treated as assets and liabilities of the foreign entity and translated at

closing rate. Foreign exchange differences are recognized in equity from foreign operations.

−         the operating lease is accounted for as if it were a finance lease in accordance with IAS 17 Leases; and

Leases

An asset‘s carrying amount is written down immediately to its recoverable amount if its carrying amount is greater than its

estimated recoverable amount.

Property, plant and equipment - cont.
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2.10

2.11

2.12 Inventories

Subsequent recoveries of amounts previously written off are credited in the profit and loss.

(b)    Financial assets held for sale

The category comprise cash and cash equivalents. Cash and cash equivalents includes cash in hand, deposits held at call with

banks, other short-term highly liquid investments with original maturities of three months or less. Financial assets held for sale

as at balance sheet date are measured at fair value, the effects of valuation are recognised in the profit and loss.

CPD Group evaluates as at the balance sheet date, whether there are objective premise that would indicate the loss in value of

one item or the entire group of financial assets.

(a)    Loans and receivables

The Group classifies its financial assets in the category of loans and receivables. The classification depends on the purpose for

which the financial assets were acquired. Management determines the classification of its financial assets at initial recognition

and re-evaluates this designation at every reporting date.

Impairment of non-financial assets

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active

market and with no intention of trading. They are included in current assets, except for maturities greater than 12 months after

the balance sheet date. These are classified as non-current assets. Loans and receivables are included in "Trade and other

receivables" in the consolidated statement of financial position.

Financial assets are derecognized, when the rights to receive cash flows from the investments have expired or have been

transferred, and the CPD Group has transferred substantially all risks and rewards of ownership.

Financial assets

Inventories consist of properties awaiting or in the course of development for sale and residential house building projects and

sites held for sale during normal course of business. 

Inventories are measured at the lower of cost and net realisable value. The cost of inventories includes expenditure incurred

relating to the construction of a project. Net realisable value is the estimated selling price in the ordinary course of business, less

the estimated costs of completion and selling expenses.

Assets that have an indefinite useful life — for example, goodwill — are not subject to amortisation and are tested annually for

impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances

indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset's

carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less costs to sell

and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are

separately identifiable cash flows (cash-generating units). Non-financial assets other than goodwill that suffered impairment are

reviewed for possible reversal of the impairment at each reporting date.

Loans and receivables are initially measured at fair value and subsequently are carried at amortised cost using the effective

interest method, less provision for impairment. A provision for impairment of trade receivables and loans is established when

there is an objective evidence that the Group will not be able to collect all individual or group amounts due according to the

original terms of the receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or

financial reorganisation, and default or delinquency in payments are considered indicators that the trade receivable and loans is

impaired. The amount of the provision is the difference between the asset's carrying amount and the present value of estimated

future cash flows, discounted at the original effective interest rate. 
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2.12 Inventories - cont.

Project construction costs include:

2.13

2.14 Share capital

2.15 Trade payables

2.16 Borrowings

 The sale is determined to be highly probable if:

-              investment property was actively marketed for sale at a price that is reasonable in relation to its current fair value; 

•  costs incurred relating to projects or a phase of a project which are not available for sale (work in progress),

• costs incurred relating to units unsold associated with a project or a phase of a project that is available for sale (finished

goods).

d) borrowing costs to the extent they are directly attributable to the development of the project,

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest

method. In case of current liabilities amortised cost value equals nominal value.

-              management committed to a plan to sell the investment property;

-              active plan to locate a buyer and complete the plan was initiated;

c) planning and design costs,

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at

amortized cost.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability for at

least 12 months after the balance sheet date.

e) professional fees attributable to the development of the project,

-              it is unlikely that significant changes to the plan will be made or that the plan will be withdrawn.

Ordinary shares are classified as share capital.

f) construction overheads and other directly related costs.

Costs relating to the construction of a project are included in inventories as follows:

a) land or leasehold rights for land,

Investment property held for sale is classified as non-current assets held for sale under IFRS 5. Non-current assets are

classified as assets held for sale if their carrying amount is recovered principally through a sale transaction rather than through a

continuing use and is available for immediate sale in its present condition, subject to terms that are usual and customary for

sales of such assets and the sale is high probable within next 12 months.

Assets held for sale

b) construction costs paid to subcontractors for the construction of the residential units,

If the CPD Group has classified an asset (or disposal group) as held for sale, but the criteria set above are no longer met, the

Group ceases to classify the asset (or disposal group) as asset held for sale.

The CPD Group measures investment property classified as held for sale at fair value. Other non-current assets (or disposal

groups) classified as held for sale are measured at the lower of its carrying amount and fair value less costs to sell.

-              the sale is expected to qualify for recognition as a completed sale within one year from the date of classification;
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2.17 Borrowings costs

2.18

2.19 Employee benefits

Pension obligation

2.20 Provisions

2.21 Revenue recognition

Revenue includes rental income, service charges and management charges from properties, income from property trading and

income from real estate advisory services . 

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of

assets and liabilities and their carrying amounts in the consolidated financial statements and carried forward tax losses.

However, the deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction

other than a business combination that at the time of the transaction affects neither accounting nor taxable profit or loss.

Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by the balance

sheet date and are expected to apply when the related deferred income tax asset is realized or the deferred income tax liability is 

settled.

Service and management charges are recognised in the accounting period in which the services are rendered.

(a)     Rental income

Rental income from operating leases is recognised in income on a straight-line basis over the lease term. Lease incentives

granted are recognised as an integral part of the total rental income. Lease incentives are recognised in the profit and loss over

the lease term on a straight line basis as a change in rental income.

(b)   Service and management charges

Deferred income tax assets are recognized to the extent that it is probable that future taxable profit will be available against

which the temporary differences can be utilized.

Deferred income tax

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic

benefits will flow to the entity and specific criteria have been met for each of the Group's activities as described below. The

Group bases its estimates on historical results, taking into consideration the type of customer, the type of transaction and the

specifics of each arrangement.

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events it is probable

that an outflow of resources will be required to settle the obligation and the amount has been reliably estimated.

Polish Companies of the CPD Group make contributions to the Polish Governmental retirement benefit scheme at the applicable

rate during the period based on gross salary payments (the "State Plan"). The State Plan is funded on a pay-as-you-go basis,

i.e. the Group is only obliged to pay the contributions as they fall due based upon a percentage of salary and if the Group ceases

to employ members of the State Plan, it will have no obligation to pay any additional benefits. The State Plan is a defined

contribution plan. The expense for the contributions is charged to the consolidated profit and loss in the same period as the

related salary expense.

Borrowing costs incurred for the construction of any qualifying asset are capitalized during the period of time that is required to

complete and prepare the asset for its intended use.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by

considering the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with respect to any

one item included in the same class of obligations may be small. Provisions are measured at the present value of the

expenditures expected to be required to settle the obligation.



26

Celtic Property Developments S.A.

(All amounts in PLN thousand unless otherwise stated)

Additional notes and explanations to the consolidated financial statement

Consolidated financial statements for the period from 1 January 2010 to 31 December 2010

2.21

Cost of sales is recognised in the amount of total costs capitalised to sold inventory.

2.22 Expenses

2.23 Dividend distribution

2.24

Other direct property operating expenses are directly related to rental income and include costs, such as day-to-day property

administration, utilities, property taxes, maintenance costs, insurance premiums, valuation fees, service costs, etc. They are

expensed as incurred.

Advances received related to pre-sales of residential units, which represent deferred income, are deferred to the extent that they

do not meet the criteria to be recognised as revenue.

Other direct property operating expenses, which do not include general and administrative expenses, are expensed as incurred. 

The Group acts as a principal with respect to service costs. Accordingly, the services invoiced to the tenant and the

corresponding expenses are shown separately in the profit and loss.

Interest expense

(c)     Revenue from the sale of residential units and office buildings

Interest income is recognised on a time-proportion basis using the effective interest method.

Dividend distribution to the Company's shareholders is recognised as a liability in the Group's financial statements in the period

in which the dividends are approved.        

Construction costs relating to unsold units are capitalised as inventory within current assets, either as work in progress or

finished goods depending on the stage of completion. An expected loss, if any, on a sale, is recognised as an expense

immediately, Inventory relating to units sold is expensed as cost of sales in the same period as the related sale.

Interest expense for borrowings are recognised within "Finance costs" in the profit and loss using the effective interest rate

method, except for borrowing cost which is capitalised in the cost of the qualifying asset.

Revenue recognition - cont.

Cost of sales includes mainly the cost of goods sold and other direct property operating expenses.

(d)      Cost of inventory sold

(e)     Interest Income

Revenues from the sale of residential units and office buildings are recognised upon transfer to the buyer of the significant risks

and rewards (transfer of ownership after signing a notarial deed) of the residential unit or office building, providing that a valid

building occupancy permit has been obtained by the Group.
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3.1

(a) Market risk

(i) Currency risk

Year ended at Year ended at
31 December 

2010

31 December 

2009

52,521 141,876

+/-1% +/-1%

100 270

425 1,149

(ii) Price risk

(iii) Interest rate risk

Financial risk factors

Financial risk management

The CPD Group is exposed to the following financial risks in connection with its operations: market risk (including: currency risk,

risk of changes in the fair values or cash flows due to changes in interest rates), credit risk and liquidity risk. Financial risks

relate to the following financial instruments: loans and borrowings, trade receivables, cash and cash equivalents, trade payables

and other liabilities. The accounting principles concerning the aforementioned financial instruments are described in Note 2.

The CPD Group’s overall risk management policy focuses on the unpredictability of financial markets and seeks to minimize the

potential adverse effects on the Group’s financial performance.

The Group operates internationally and is exposed to a risk of changes in foreign exchange rates resulting from changes in the

balances denominated in currencies other that the functional currency of the parties involved. This risk concerns in particular

the significant amounts of bank loans denominated in EUR received by the subsidiaries whose functional currency is PLN.

Intercompany settlements are eliminated completely from these consolidated financial statements, with the exception of foreign

exchange gains and losses affecting the consolidated profit or loss. The risk of changes in exchange rates arises when future

commercial transactions or assets and liabilities recognized are expressed in currencies other than the Company’s or its

subsidiaries’ functional currency. 

The Management Board of the CPD Group monitors the fluctuations in exchange rates on an on-going basis and takes actions

adequate to the situation. The currency risk arising in connection with foreign currency debt servicing is minimized by

generating income from rental and negotiating proceeds from the sale of properties held from sale in the currency in which the

investment loan was received. At present the CPD Group is not engaged in any hedging transactions; however, this could

change should the Management Board decide that the situation so requires.  

Assumed change in PLN/EUR exchange rate

Debt in foreign currencies - EUR

Effect on net profit/(loss)

Tax shield

Interest rate risk is the risk the CPD Group is exposed to in connection with changes in market interest rates. In the case of the

CPD Group, the risk of changes in interest rates is related to long-term bank loans (Note 13). Floating interest rate loans expose

the CPD Group to the risk of fluctuations in future cash flows. The CPD Group does not hedge against changes in interest rates.

The Management Board observes the fluctuations in interest rates on a current basis and acts adequately.   

The CPD Group is exposed to price risk in connection with the value of properties and to the risk of rental income. These are

not financial risks. 
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3.1
Year ended at Year ended at
31 December 

2010

31 December 

2009

Variable interest rate loans 52,588 142,293

4,309 8,130

+/-1pp +/-1pp

526 1,423

100 270

426 1,153

As at 31.12.2010 Within 1 year 1 – 5 years More than 5 years

Loans and leases  7,326 58,647 159,639

18,488 134 0

25,814 58,781 159,639

As at 31.12.2009 Within 1 year 1 – 5 years More than 5 years

Loans and leases  97,513 68,438 169,594

15,446 1,532 0

112,959 69,970 169,594

3.2

Financial risk factors - cont.

Capital risk management

Tax shield

Effect on net profit/(loss)

Effect of the change on the cost of interest

Cost of interest in the period

Assumed change in interest rates

Trade payables and other payables

Trade payables and other payables

The major part of short-term loans was disposed after the balance sheet date upon the sale of the company, Mokotów Plaza Sp.

z o.o. (Note 27).

In order to maintain or adjust the capital structure, the CPD Group can change the amount of dividend declared for distribution to

the shareholders, refund capital to the shareholders, issue new shares or sell its assets to reduce debt.

As far as capital risk management is concerned, the aim of the CPD Group is to maintain the Group's ability to continue in

operation in such a manner that return for shareholders and other stakeholders could be realized, while at the same time the

cost of capital is maintained at the optimum level. 

Undiscounted contractual cash flows:  

Trade receivables and other receivables and liabilities as at 31.12.2010 are interest-free and due within 1 year, with the

exception of long-term receivables of PLN 553 thousand, which are due within 1 to 5 years. 

(c) Liquidity risk

Liquidity risk arises when the due dates of assets and liabilities do not match. Such a situation potentially increases profitability,

but at the same time it increases the risk of incurring a loss. The CPD Group applies procedures aimed at minimizing such

losses, such as maintaining an appropriate level of cash and other liquid assets and adequate access to credit facilities. The

CPD Group’s liquidity level is monitored by the Management Board on an on-going basis. 

Credit risk arises on cash and cash equivalents and receivables. It is mitigated by depositing cash with highly reliable banks

(mainly HSBC, BRE Bank, Unicredit), establishing security for the repayment of receivables in respect of rental services in the

form of cash deposits or bank guarantees and, in the case of receivables in respect of the sale of buildings, in the form of a

deposit with an independent agent.  

(b) Credit risk
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3.2

31 December 

2010

31 December 

2009

Total loans (Note 13) 81,257 172,436

Trade payables and other payables (Note 12) 18,859 18,486

Less: cash and cash equivalents (Note 10) -37,306 -50,119

Net debt 62,810 140,803

Equity 825,478 774,890

Total capital 888,287 915,693

Financing structure ratio 7.1% 15.4%

4

Capital risk management - cont.

The expected future market revenues from rent are estimated based on the existing rental agreements and current market

revenues from similar properties in the same location and condition. 

The appropriate method of estimating the fair value of investment properties is determined by an external qualified property

valuer. Key assumptions applied by valuers are mainly based on the market conditions existing as at the balance sheet date

and the existing lease contracts.  

The financing structure ratio which reflects the capital structure is calculated as net debt to total capital. The net debt is

calculated as the sum of loans and advances (comprising the current and long-term loans and advances shown in the

consolidated balance sheet) and trade and other payables less cash and cash equivalents. The total value of capital is

calculated as equity shown in the consolidated balance sheet plus net debt.

The CPD Group strategy is to maintain the financing structure ratio at a level below 40%. 

(a) Estimated fair value of investment properties  

(ii) the latest prices of similar properties on less active markets, adjusted to reflect the changes in economic conditions which

occurred after the date of concluding a transaction at a given price; 

The financing structure ratio decreased by half in relation to the previous year. The main reason for the change in this ratio was

the sale of a subsidiary with a loan.

(i) current prices of properties of a different type, condition and location (or subject to another agreement or contract) on an

active market, adjusted to reflect the differences;

The prices of similar contracts on an active market are the best indication of fair value. If there is no such information, the CPD

group determines the amount on the basis of a range of reasonable fair value estimates. When making a judgment, the

Management Board takes into account various data, including: 

The Management Board makes estimates and assumptions concerning the future. The resulting accounting estimates will, by

definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a

material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below.

Critical accounting estimates and judgments

Important estimates and judgments are based on historical experience and other factors, including expectations of future events

that are believed to be reasonable under the circumstances. The accounting estimates and judgements are reviewed on a

(iii) discounted cash flow projections based on reliable assumptions of future cash flows, based on the terms and conditions of

existing lease contracts and other contracts (if available) from external sources such as current market rents for similar

properties in the same location and condition, with the use of discount rates reflecting the current assessment of market

uncertainty as to the amount and timing of the said cash flows.  
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Investment properties by the 

valuation method

Fair value Discount and

capitalization rates

(+0.25 pp)

Expected rent 

rates

(+2.5%)

Construction 

costs

Sale prices

(+2.5%)

   discounted cash flow   63,048 -2,056 1,414 0 0

   residual   604,468 0 0 -71,842 88,045

   comparative   58,030 0 0 0 0

   perpetual usufruct of land   28,669 0 0 0 0

754,215 -2,056 1,414 -71,842 88,045

b)    Income tax

For valuation purposes capitalization rates of 7.25% to 8% and discount rates of 7.5% to 8% were used.

The properties which generate significant revenues from rent (Aquarius, Cybernetyki 7b) were valued by the discounted cash

flow method. Land not intended for development (Wolbórz, part of the Ursus property) was valued by the comparative method,

and the fair value of the other investment properties was determined based on the residual method with or without phasing of

construction projects planned for the individual plots.  

Effect of estimated variables

The CPD Group is an income tax payer in many countries. A significant amount of judgment is required to determine the amount

of income tax on a global scale. There are many transactions and calculations for which the ultimate tax determination is

uncertain. The CPD Group recognizes liabilities in respect of expected problematic tax issues on the basis of the assessment

whether additional tax would be required. Where the final tax outcome is different from the amounts that were initially recorded,

such differences will impact the income tax and deferred tax assets and provisions in the period in which the ultimate tax

assessment is made.

In 2010, the Group’s profit from remeasurement of investment properties to the fair value amounted to PLN 16.1 million.

Critical accounting estimates and judgments - cont.

In the preparation of investment property, valuation reports for the CPD Group, external valuers excluded the sales made under

hard financial conditions from comparative sales prices considered. The Management Board reviewed the assumptions

adopted by the valuers, which constituted the basis for discounted cash flow models used for valuation purposes, and confirmed

that the factors such as the discount rate used were determined correctly in view of the market conditions as at the balance

sheet rate. In view of the market conditions as at the balance sheet date, the Management Board reviewed and confirmed the

valuers’ assumptions constituting the basis for the valuation models applied. 

Depending on the circumstances, the rates of current and future rents and sale prices of apartments resulted from rental

agreements signed or market conditions determined by an independent expert. Usable areas used in the calculations resulted

from the existing construction documents or, in their absence, from the binding or announced spatial planning conditions. The

costs of construction project execution used in the residual method resulted from the adopted budgets or, in their absence, from

the estimated cost efficiency ratios determined by the expert for comparable market projects.   

Due to the fact that different methods are used to value investment properties, estimated variables affect the fair values obtained

to a different extent. The table below presents an analysis of the sensitivity of changes in the fair value of investment properties

to the changes in the key estimated variables, assuming a specific growth of each of them. The analysis is performed

independently for each variable based on the assumption that other estimates remain unchanged. 
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c) Impairment of goodwill

d) Functional currency of the parent company

Critical accounting estimates and judgments - cont.

Cash flow calculation is based on a valid assumption concerning the amount of preference dividend resulting from the

investment portfolio management contract signed. Dividend received by the Group in 2010 did not result in the further

impairment of goodwill.  Dividend distribution is also expected in 2011. If this amount were 20% lower than the amount estimated 

by the Management Board, there would be no further changes in the amount of goodwill. 

Due to the changes described in Note 2.4, the functional currency of the parent company and the presentation currency of the

CPD Group’s consolidated financial statements were changed from EUR to PLN.

As a result of that transaction, all properties maintained by the CPD Group are managed by the acquired entity – the property

manager. As a result, all CPD Group entities which have investment properties benefit from the business combination.

Recoverable value of the cash-generating unit (CGU) was determined based on the fair value less costs to sell. The fair value of

the CGU comprises the fair value of investment properties and the fair value of other CPD Group operations. The fair value of

investment properties is determined in accordance with the principles described in Note 4(a), and the fair value of the other CPD

Group operations is determined based on the projected net cash flows resulting from the financial budgets approved by the

Management Board. The budgets cover five-year periods and assume that the entity providing management services will be

disposed or liquidated after that period unless it takes on new projects, which are not included in the current budgets.

A significant amount of judgment is required to estimate impairment of intangible assets. Also, to determine the fair value of

each CPD Group project it is necessary to estimate the amount and timing of future cash flows, forecasted sales and profitability

of the existing and new projects, future capital expenditure, growth ratios and discount rates which reflect the current market

conditions. The total recoverable amount is compared with the carrying amount, which includes goodwill. The CPD Group

performs annual testing to assess whether goodwill is impaired or not, in accordance with the accounting policy described in

Note 2.10. Goodwill is assigned to a cash-generating unit, which comprises the whole CPD Group, because it is expected that

all CPD Group entities will benefit from business combination. The goodwill was generated in 2007 on the acquisition of a group

of entities, which included providers of management services.

The discount rate after tax used in the calculation amounted to 8% (7.6% in 2009). A change in the discount rate after tax for

cash flows used for testing purposes by one percentage point would not result in impairment of goodwill. 
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Year ended Year ended

31 December 2010 31 December 2009

At the beginning of the period 861 876 670 309

Capital expenditure 8 787 24 670

(1 474) 2 079

Transfer from inventories  0 18 382

Disposals (131 050)  0

Net gain from fair value adjustment on investment property 16 077 146 436

754 216 861 876

31 December 2010 31 December 2009

725 546 831 733

28 670 30 143

754 216 861 876

12 months ended 12 months ended

31 December 2010 31 December 2009

3 944 5 934

3 957 3 001

7 901 8 935

Subsequent expenditures are related to capitalization of the costs of relevant external services increasing the acquisition or

construction cost of the properties.

Investment properties which belong to the CPD Group were valued by an independent international professional appraiser, Savills

Sp. z o.o. as at 31 December 2010 and 31 December 2009 in accordance with the following standards and regulations: Practice

Statements of the Royal Institution of Chartered Surveyors’ (RICS) Appraisal and Valuation Standards (the “Red Book”) published in

February 2003, effective from 1 May 2003. 

Consolidated financial statement for the period from 1 January 2010 to 31 December 2010

Change in the balance of capitalized financial liability

Liabilities in respect of perpetual usufruct  

Investment property presented in the statement of financial position

In June 2010, in connection with the preliminary agreement for the sale of a subsidiary Mokotów Plaza Sp. z o.o., the Mokotów Plaza

property was reclassified to assets held for sale and in the financial statements as at 30 June 2010 it was presented under “non-

current assets held for sale”. The said investment property was sold on 28 July 2010 in a share sale transaction. 

Further information on the valuation as at the balance sheet date is presented in Note 4 (a).

As at 31 December 2010, all investment properties of the CPD Group were registered in the land and mortgage register.

Due to the fact that the value of the properties (according to external valuation) is reduced by the fees for perpetual usufruct, the “fair

book value” of the properties has been increased by the amount of the financial liabilities relating to such use. Such recognition

results in the balance sheet value of the investment property being increased by the liability in respect of the lease. 

Investment property acc. to external valuation 

Direct operating expenses relating to investment properties:

- generating income from rent

- other
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6 Fair value of security

31 December 2010 31 December 2009

Aquarius 31 445 31 058

Łopusza�ska 59 206 42 060

Ursus 69 330 78 882

Jana Kazimierza 25 742 31 469

Cybernetyki 7b 31 603 32 455

Mokotow Plaza  0 139 761

217 326 355 685

7 Goodwill

31 December 2010 31 December 2009

Opening balance 51,353 52 155

Foreign exchange losses (1 849) ( 802)

Closing balance 49,504 51 353

8 Trade receivables and other receivables

31 December 2010 31 December 2009

7 880 1 784

5 620  765

4 869 2 765

 160  0

 673 5 927

Short-term loans  0  66

Receivables from related entities 3 844 4 219

23 046 15 526

Long-term receivables  553  0

23 599 15 526

Goodwill is a result from the business combination transaction, which took place in 2007. Goodwill originated in EUR and it is

translated into PLN at every balance sheet date at the exchange rate as at the balance sheet date. Foreign exchange differences on

such translation are recognized in equity under foreign exchange differences on translation.

An assessment of the recoverable amount of goodwill performed by the CPD Management Board as at the end of 2010 showed that

no impairment occurred.  The test is described in Note 4(c).

The above-mentioned properties constitute security under the loan agreement with HSBC (in 2009 security of loan agreements with

HSBC and BZ WBK). 

The CPD Group recognized a loss of PLN 962 thousand in respect of impairment and write-off of receivables in the year ended 31

December 2010 (year ended 31 December 2009: PLN 303 thousand). The loss was recognized under "other administrative

expenses" in the consolidated profit/(loss).

Trade receivables

Other receivables

Prepayments and accruals

Deferred income

Receivables from the state budget

Short-term trade receivables and other receivables

Total trade receivables and other receivables

The estimated fair value of trade receivables and other receivables is a discounted amount of expected future inflows which the CPD

Group will receive, and it approximates the carrying amount of such inflows. Most trade receivables in respect of rent are secured.

The CPD Group requires security from its tenants in the form of an equivalent of a one to three months' rent. Receivables in respect

of rent are mainly secured with bank deposits. 
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8 Trade receivables and other receivables (cont.)

Trade receivables 31 December 2010 31 December 2009

Current 7 610 1 242

 270  542

 742 1 154

31 December 2010 31 December 2009

Current 2 094 2 597

1 750 1 622

 0  0

31 December 2010 31 December 2009

- trade receivables:

1 154  885

- increases  962  283

- decreases (1 374)  0

 0 ( 14)

 742 1 154

- other receivables:

1 306 1 327

- increases  31  0

- decreases (1 306)  0

 0 ( 21)

 31 1 306

9 Inventories

31 December 2010 31 December 2009

Work in progress 28 989 53 777

Finished goods 15 438 1 019

Goods for resale 31 871 38 502

76 298 93 298

Overdue, no impairment

Overdue, with recognized impairment (provided for in full)

Receivables from related entities

Overdue, no impairment

Overdue, with recognized impairment (provided for in full)

Impairment of receivables

Work in progress relates to properties under construction, i.e. IRIS (Mokotów Plaza II). Finished goods and goods for resale

comprise properties intended for sale in the normal course of business activity. Such properties are located in Montenegro,

Józefosław and Magdalenka (Poland). They also comprise completed construction projects, i.e. Wilanów, Koszykowa (Poland) and

Alsonemedi (Hungary).  

In 2009, work in progress comprised the following properties under construction: Wilanów, IRIS (Mokotów Plaza II) and Koszykowa.

Finished goods and goods for resale comprised properties intended for sale in the normal course of business activity. Such

properties were located in Montenegro, Józefosław, Magdalenka and Alsonemedi.

Opening balance

Closing balance

Opening balance

Closing balance

The maximum amount of exposure to credit risk as at the reporting date is equivalent to the carrying amount of the receivable. In

the opinion of the Management Board, there is no significant credit risk concentration with respect to trade receivables, since the

CPD Group has a large group of tenants.

- foreign exchange gains / (losses)

- foreign exchange gains / (losses)
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9 Inventories (cont.)

31 December 2010 31 December 2009

At the beginning of the period 93 298 143 953

Capital expenditure 1 350 4 575

Purchases  0 4 314

Disposals (9 674) (35 585)

Reclassification to other receivables (2 038)  0

Reclassification to investment properties  0 (18 382)

Write-downs (5 721) (5 222)

Foreign exchange losses ( 917) ( 355)

As at the balance sheet date 76 298 93 298

10 Cash and cash equivalents

31 December 2010 31 December 2009

25 319 32 616

9 374 12 502

2 613 5 001

37 306 50 119

11 Share capital

31 December 

2010

31 December 

2009 31 December 2010 31 December 2009

Ordinary shares (in thousands)  34 833  6 950 3 483 1 197 085

Total  34 833  6 950 3 483 1 197 085

Movements in capital resulting from the change of the parent company are described in Note 26. 

Cash in hand and at bank

Cash and cash equivalents with restricted availability for use

Short-term bank deposits

Cash and cash equivalents with restricted availability for use as at 31 December 2009 and 31 December 2010 comprised guarantee

deposits securing potential claims relating to inventories sold (an escrow bank account).  

Cash and cash equivalents for the purposes of preparing the cash flow statement comprise cash in hand and at bank and short-term

bank deposits. 

The redemption of series B shares described above involved compensation of EUR 6 per share. The total amount of compensation

paid to the Company’s shareholders by the balance sheet date was PLN 17,967 thousand. The compensation paid to the

shareholders of PLN 17,967 thousand was recognized in consolidated retained earnings/(accumulated losses). On 14 January 2011,

the redemption of B series shares was registered in the National Court Register.

Number of shares Value of shares

The share capital presented in the statement of comprehensive income as at 31 December 2010 comprised 34,833 thousand shares 

with PLN 0.10 par value each. 

On 20 September 2010, the Extraordinary General Shareholders’ Meeting passed a resolution on the redemption of 765,043 series

B treasury shares with PLN 0.10 par value each. At the same time, the Extraordinary General Shareholders’ Meeting decided to

decrease the share capital of CPD S.A. from PLN 3,483,329.50 to PLN 3,406,825.20, i.e. by PLN 76,504.30. 
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11 Share capital (cont.)

12 Trade payables and other payables  

31 December 2010 31 December 2009

 134 1 532

Short-term trade payables and other payables 

31 December 2010 31 December 2009

Trade payables 2 093 4 357

 49  125

Other liabilities 1 933 1 555

 237 1 508

 400  173

14 013 9 236

Total 18 725 16 954

13 Loans and borrowings (including finance lease)

31 December 2010 31 December 2009

Long-term

Bank loans 49 504 54 434

28 669 30 143

78 173 84 577

Short-term 

Bank loans 3 017 86 484

 67 1 375

3 084 87 859

81 257 172 436

The Company’s Management Board is authorised to increase the Company’s share capital by 30 August 2013 by the amount not

exceeding PLN 2,500,000.00 (two million five hundred thousand zlotys) within the limits of the statutory capital. The Management

Board can do it in the form of one or more capital increases. The shares can be paid for in cash or in the form of non-cash

contributions. 

The Company has only one class of treasury shares carrying full voting rights and paid for in full.

Long-term trade payables and other payables 

Deposits of tenants

Liabilities to related entities

Output VAT and other tax liabilities  

Deposits of tenants

Loans from unrelated entities 

In May 2007, The CPD Group received from HSBC Bank Polska a loan up to the amount of EUR 24 million. The loan is secured

with a fixed and floating registered pledge on the assets of the subsidiaries with their registered offices in Poland: Lakia Investments

Sp. z o.o., Robin Investments Sp. z o.o., Devin Investments Sp. z o.o., Mandy Investments Sp. z o.o. and Blaise Investments Sp. z

o.o., and on the assets of the shareholder in Cyprus: Lakia Enterprises Ltd. In the years 2008-2010, the companies repaid the loan in

the amount of EUR 10.7 million. Based on an annex to the agreement signed in mid 2009, the loan repayment deadline was

extended until March 2012. In 2011, the amount of EUR 750 thousand is payable. 

In connection with the loan received from HSBC, one company made a pledge on the shares up to the amount of EUR 14 million. 

Accruals and deferred income

Trade payables bear no interest and are payable during the year.

The estimated fair value of trade payables and other payables is a discounted amount of expected future outflows, which the CPD

Group will pay, and it approximates their carrying amount.

Finance lease liabilities

Total loans and borrowings
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13 Borrowings (including finance lease) (cont.)

31 December 2010 31 December 2009

1 year  6  6

from 1 to 5 years  30  31

after more than 5 years 28 633 30 106

28 669 30 143

31 December 2010 31 December 2009

within 1 year 2 157 2 261

from 1 to 5 years 8 629 9 044

after more than 5 years 159 639 169 594

170 425 180 899

Future financial costs (141 756) (150 756)

28 669 30 143

31 December 2010 31 December 2009

up to 6 months 1 599 86 054

from 6 months to 1 year 1 485 1 541

49 504 54 434

 0  0

52 588 142 028

31 December 2010 31 December 2009

Currency

PLN  0  152

HUF  67  0

EUR 52 521 141 876

52 588 142 028

In 2008, Mokotów Plaza Sp. z o.o., a subsidiary with its registered office in Poland, signed a loan agreement with BZ WBK S.A. The

Company was granted a loan of EUR 15.1 million and the equivalent of EUR 2.4 million in Polish zlotys for the construction of the 1st

stage of Mokotów Plaza. Subsequently, the loan was increased by EUR 10.3 million by an annex. The loan was secured with a

mortgage on the property which belongs to Mokotów Plaza Sp. z o.o. and with a registered pledge on the shares in the subsidiary.

As at 31 December 2009, the part of the loan relating to VAT was repaid in full, and the amount still outstanding was EUR 20.3

million. The loan repayment deadline was in August 2010. On 28 July 2010, the loan was disposed as a consequence of the sale of

shares in the subsidiary Mokotów Plaza Sp. z o.o.

Under the existing loan agreements, interest on loans and borrowings is accrued based on a reference rate (LIBOR or EUROLIBOR,

respectively) plus a margin of 3.3% to 5.3%.

more than 5 years

Finance lease liabilities relate to the right to perpetual usufruct and are recognized due to the increase in the fair value of investment

property for accounting purposes (Note 6). 

Repayment of the principal amount of lease liabilities based on the effective 

interest rate due within:

Par value of minimum lease payments due:

The exposure of the CPD group loans and borrowings, excluding finance lease, to interest rate risk and the contractual dates of

changes in the interest rates as at the balance sheet date are presented below: 

from 1 to 5 years

The carrying amount of loans and borrowings approximates their fair value. 

The carrying amount of CPD group’s loans and borrowings is denominated in the following currencies: 

In connection with the loan received from HSBC, one company made a pledge on the shares up to the amount of EUR 14 million. 



38

Celtic Property Developments S.A.

(All amounts in PLN thousands unless otherwise stated)

Additional notes and explanations to the consolidated financial statements

Consolidated financial statement for the period from 1 January 2010 to 31 December 2010

14 Deferred income tax

31 December 2010 31 December 2009

 0  0

7 884 21 639

7 884 21 639

25 449 130 264

 0  0

25 449 130 264

Deferred income tax liabilities (before offset)

2009 Charged to 

profit/(loss) 

2010

127 503 (94 109) ( 199) 33 195

 0 1 686  0 1 686

Provision for income 1 735 ( 196)  0 1 539

Foreign exchange  265 ( 205)  0  60

Other  760 1 614 ( 699) 1 675

130,263 (91 210) ( 898) 38,155

As at 1 January 2009 95 264

( 71)

35 071

130 264

( 700)

(93 129)

(10 986)

25 449

Deferred income tax liabilities 

- to be paid after more than 12 months

- to be paid within 12 months

The movement in deferred tax assets and liabilities during the year is as follows:

Charged to capital on 

translation

Deferred income tax assets and provision are offset if there is an enforceable legal title to offset current income tax assets against

current income tax liabilities and if deferred income tax assets and provision relate to taxes assessed by the same tax authorities. 

Deferred tax assets 

- to be utilized after more than 12 months

- to be utilized within 12 months

Amount charged/(credited) to profit or loss

Change due to disposal of a subsidiary 

As at 31 December 2010

Significant amounts of deferred income tax liabilities arise mainly in respect of adjustments to fair value measurement of investment

properties (Note 6).

Property valuation at fair value

Accrued interest on loans

Foreign exchange gains/(losses) 

Amount charged/(credited) to profit or loss

As at 31 December 2009

Foreign exchange gains/(losses) 
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14 Deferred income tax (cont.)

Deferred income tax assets (before offset)

2009 Charged to 

profit/(loss) 

2010

7,435 1,829 0 9,264

Foreign exchange 

gains/(losses) 4,010 (3 342) 0 668

Provisions 1,341  636 0 1,976

0 1 815 0 1,815

Other 85 ( 23) 0 62

Tax losses 8,770 (1 965) 0 6,805

21,641 (1 050) 0 20,590

As at 1 January 2009 18 796

2 844

( 1)

 0

21 639

 1

( 812)

(12 944)

7 884

31 December 2010 31 December 2009

Tax losses 35 816 46 521

52 275 59 853

20 295 7 518

Total 108 386 113 892

20 593 21 639

(12 709)

7 884 21 639

2011 2012-2013 2014-2015 Total

1 422 14 674 19 719 35 816

5 454 19 017 10 898 35 369

Charged to capital on 

translation

Foreign exchange gains/(losses) 

Change due to disposal of a subsidiary 

(Charged)/credited to profit or loss

As at 31 December 2010

Significant amounts of deferred income tax liabilities arise mainly in respect of adjustments to fair value measurement of investment

properties. The amount of PLN 80.3 million was credited to profit in 2010 mainly due to the fact that in 2010 a subsidiary Challenge

Eighteen Sp. z o.o., which was the owner of land in Ursus, decided to contribute the land in kind to 20 newly-formed special purpose

companies operating in the form of limited partnerships. As a result of making the contribution in kind, the tax value of the property

increased, and the initially recognized deferred tax liabilities in respect of the land contributed in kind decreased.  

Furthermore, due to the disposal of the subsidiary Mokotów Plaza Sp. z o.o., a deferred tax liability of PLN 12.0 million in respect of

the net assets of the sold company was derecognized.  

Accrued, interest unpaid

Property measurement at fair value 

(Charged)/credited to profit or loss

Foreign exchange gains/(losses)

Purchase of subsidiaries 

As at 31 December 2009

Expiry of tax losses

- Losses on which deferred tax was recognized

Deductible temporary differences on loans and borrowings (foreign exchange 

differences and accrued interest)

Other deductible temporary differences 

Deferred tax assets before offset

Offset of deferred tax assets against liabilities within individual companies 

Net deferred tax assets

Deferred income tax assets on the tax loss and deductible temporary differences are recognised to the extent that it is probable that

future taxable profit will be available against which the temporary differences and tax losses can be utilised.

- Losses on which deferred tax was not 

recognized
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15 Revenues 

Revenues by category: 12 months ended 12 months ended

31 December 2010 31 December 2009

10 300 12 804

11 326 36 410

20 491 6 382

4 454 6 146

 45  495

46 616 62 237

12 months ended 12 months ended

31 December 2010 31 December 2009

4 250  878

7 321 46 363

 797 14 172

12 368 61 413

16 Cost of sales
12 months ended 12 months ended

31 December 2010 31 December 2009

9 674 35 561

5 721 5 222

Cost of services provided 8 763 1 487

24 158 42 270

Services relating to rental 

Accounting services

Inventories are predominant in sales. Sales for 2009 consisted almost entirely of properties in Wilanów and Józefosław. In 2010, as

far as inventories are concerned, the sales comprised mainly the final stages of projects in Józefosław and Wilanów (PLN 6.0 million) 

and Koszykowa (PLN 4.0 million).

Rental income

Sales of inventories 

    Real estate advisory services 

(a) Rental of warehouses 

• rent payments expressed in PLN

• tenants are not obliged to participate in the costs of servicing the building, including the costs of repairs, insurance, land lease

Real estate advisory services constitute a more and more significant part of the sales. In the current year, such revenues were

mainly generated by Celtic Investments (PLN 10.3 million), CAM Estates (PLN 4.6 million) and Celtic Italy (PLN 5.5 million).

The Group leases properties under operating lease.

The Group adopted two models of standard rental contracts, depending on the type of rented property. 

up to 1 year 

from 1 to 5 years

more than 5 years

Minimum proceeds from irrevocable rental agreements comprise lease payments on agreements concluded for a specified time and

payments for the notice period in the case of agreements concluded for an unspecified time.

Cost of inventories sold

• unspecified rental period with 1 to 3 months notice period 

(b) Rental of office space

• rent is expressed in EUR and indexed for the annual inflation rate for EUR (invoiced in PLN),

• specified rental period up to 5 years without a possibility of early termination.

Changes in impairment write-downs of inventories
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16 Cost of sales (cont.)

17

12 months ended 12 months ended

31 December 2010 31 December 2009

Employee expenses 18 337 14 659

Property maintenance 4 880 6 020

Real estate tax 3 229 3 536

Perpetual usufruct 2 061 1 918

 515  313

29 022 26 446
26 446

18
12 months ended 12 months ended

31 December 2010 31 December 2009

 1 5 257

 0 4 033

 0  770

Forgiven or expired liabilities  244  858

 426  48

Other 2 169  818

2 840 11 784

19 Administrative expenses - other

12 months ended 12 months ended

31 December 2010 31 December 2009

Advisory services 6 089 5 977

Audit fee  528  514

Transport  836 1 009

Taxes 2 999  430

Office maintenance 3 859 5 381

1 697 2 640

3 991  657

 962  301

20 961 16 909

Depreciation and amortization  

Other income

Reversal of unutilized accruals

Receivables written off in previous years, recovered

Reversal of bad debt provision 

Cost of inventories sold comprises the inventories’ carrying amount as at the date of sale.

In the current year the change in the amount of inventory write-downs was due to a decrease in the value of the Koszykowa property

of PLN 5.8 million, a decrease in the value of the real estate portfolio in Montenegro of PLN 2.7 million and an increase in the value

of the Iris property (Mokotów Plaza II), which was previously written down, of PLN 2.8 million.   

Advisory services of PLN 6,571 thousand constitute the main item of the cost of the services provided.

Administrative expenses – relating to properties  

The main factor which contributed to the increase in administrative expenses in 2010 was the expenditure on the Group restructuring

associated with the optimization of its activities, as well as the cross-border business combination and admission of the shares of

Celtic Property Developments S.A. to trading on the Warsaw Stock Exchange. 

The business restructuring also contributed to the increase in the cost of taxes paid and limitation of the ability of some subsidiaries

to deduct VAT.  

Contractual penalties received

Other services

Costs of  not deductible VAT

Impairment write-down in respect of receivables
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20 Financial income and costs

12 months ended 12 months ended

31 December 2010 31 December 2009

(3 161) (5 749)

(2 214) (2 261)

(1 148) (2 381)

 448 (1 103)

(6 075) (11 494)

- bank interest  330  423

1 592  883

3 969  0

18 074 13 146

Financial income 23 965 14 452

17 890 2 958

21 Income tax expense

12 months ended 12 months ended

31 December 2010 31 December 2009

Current tax 1 338  398

(80 185) 31 641

(78 847) 32 039

Interest expenses: 

- loans from unrelated entities

- bank loans

- interest on finance lease

Financial costs

Interest income: 

- interest from unrelated entities

- dividends received

- other interest expenses 

Other

Net foreign exchange gains

Financing activities, net 

Fluctuations in gain/loss on financing activities result mainly from a significant variability in foreign exchange rates (mainly EUR).

Other significant factors affecting gain/loss on financing activities in the current quarter included proceeds from preference dividend

received for the Spazio Industriale fund project management and a decrease in the costs of bank debt servicing resulting from

disposal of the loan taken by the sold subsidiary Mokotów Plaza.  

Deferred tax (Note 14)

Polish subsidiaries are subject to Polish corporate income tax, which is accrued at the rate of 19% on the profit or loss adjusted for

tax purposes. Cyprian subsidiaries are subject to Cyprian income tax calculated on taxable profit at the tax rate of 10%. Realized

gains on the sale of shares and other titles are exempt from taxation in Cyprus. In some circumstances, interest can be additionally

taxed at the rate of 5%. In such cases, 50% of interest can be exempt from corporate income tax, therefore, the effective tax rate

amounts to approximately 15%. In some cases, dividends received from abroad can be subject to additional taxation at the rate of

15%. Swedish entities are subject to income tax on taxable profit at the rate of 26.3%. Taxable profit of the Montenegrin entity is

subject to corporate income tax at 9%, of the Italian entity – 31.4%, and of the British entity – 28%. 

On 22 July 2010, the Hungarian parliament approved a tax rate reduction from 19% to 10%, with the effect from 1 July 2010. The

new lower rate is applicable if the tax base does not exceed HUF 250 million. From 1 January 2011, it will be applicable to annual

profit not exceeding HUF 500 million (the equivalent of EUR 1.77 million). 
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21 Income tax expense (cont.)

Country: 

British Virgin Islands 0% 22 342  0 4 245

Sweden 26.3% (3 483)  916  254

Cyprus 10% 36 323 (3 632) 3 269

Italy 31.4%  947 ( 297) ( 117)

United Kingdom 28% 1 094 ( 306) ( 98)

Hungary 19% ( 503)  96  0

Montenegro 9% ( 804)  72 ( 80)

7 472

12 months ended 12 months ended

31 December 2010 31 December 2009

Profit before tax 3 000 141 090

( 570) 0*

 0 0*

Impact on tax:

7 472 (19 836)

 841  861

71 633  0

2 500  0

(5 894) (4 397)

2 865 (8 667)

Income tax expense 78 847 (32 039)

Applicable tax 

rate Profit/(Loss) before tax

Tax at the rate 

applicable in a 

given country 

Difference in the 

amount of tax at the 

local rate and at 

19%

The income tax recognized in the CPD Group’s financial result differs from the theoretical amount which would result from the

uniform application of the 19% tax rate applicable to profits of companies with their registered offices in Poland to accounting profit

before tax.  The differences are as follows:

Estimated tax liability at the 19% tax rate

- other 

* as at 31 December 2009, the Company’s registered office was in the British Virgin Islands, where the tax rate is 0%

Estimated tax liability at the 0% tax rate

- of different tax rates applicable to the Group companies and the tax on consolidation

adjustments 

- non-taxable income (Cyprus)

- adjustments relating to increase in the tax value of properties contributed in kind 

(reversal of deferred tax provision)

- adjustments relating to increase in the tax value of inventories 

‘- irrecoverable tax losses
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22 Cash generated from operations 

12 months ended 12 months ended

31 December 2010 31 December 2009

3 000 141 090

 516  380

(13 882) (9 333)

(16 077) (146 436)

5 325 (3 661)

 0 (4 687)

( 18) 2 912

(1 960) ( 901)

5 721 5 222

 0 ( 576)

(10 174)  0

 514 ( 662)

(7 197) 21 606

10 362 26 696

 425 (23 476)

(23 444) 8 174

23 Contingencies

24 Contractual liabilities (commitments)

Profit before income tax

Adjustments for:

- depreciation

- foreign exchange differences on translating foreign operations 

- provisions – net movements  

- deferred income tax on a sold entity

- other adjustments

Movements in working capital:

- change in receivables

- revaluation of investment properties to fair value 

- gains/(losses) on disposal of subsidiaries 

- forgiven liabilities 

- interest expenses 

- foreign exchange differences

- impairment of inventories

No significant contingent liabilities are expected to arise. 

As at the end of 2010, the CPD Group had contractual liabilities amounting to PLN 5,888 thousand, which comprised the

performance of finishing works for future tenants of the investment property Luminar (accrued), which was sold in 2007. These

liabilities were recognized in the balance sheet. The liability expires in September 2011. 

As at the end of 2009, the CPD Group had contractual liabilities, which comprised the performance of finishing works for future

tenants of the Mokotów Plaza I property (of EUR 1.4 million) and Luminar investment property (accrued), which was sold in 2007. 

- change in inventories

- change in trade payables and other payables

According to the general Polish regulations, the tax authorities may perform an inspection of books and records at any time within 5

years after the end of the reporting period and assess additional tax and penalties if any irregularities are found. According to the

knowledge of the Management Boards of the CPD Group companies, there are no circumstances which could result in any

significant liabilities arising in this respect. 

The CPD Group companies – Liliane Investments, Gaetan Investments and Elara Investments – in connection with the sale of

houses, apartments and plots granted guarantees and warranties to clients in respect of the legal status and technical conditions of

the goods sold. The liability periods are one year from the date of sale for plots and three years for houses and apartments.
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25 Transactions with related entities and transactions with employees 

12 months ended 12 months ended

31 December 2010 31 December 2009

a) Transactions with key managers 

Remuneration of the Management Board members  429  536

Cost of services provided by the Management Board members 4 005 3 506

Redemption of shares for a consideration  23  0

Total receivables  72  0

Total liabilities  0  125

b) Transactions with the significant investor 

Redemption of shares for a consideration 6 072  0

c) Transactions with other related parties

Revenues

Braslink Ltd - interest  124  36

Vigo Investments Sp. z o.o.. - rental and accounting services  10  0

Antigo Investments Sp. z o.o. - rental services  5  20

Prada Investments Sp. z o.o. - rental services  5  0

Quant Investments Sp. z o.o. - rental services  5  0

Costs

- costs of legal services  199  0

Experior Sp. z o. o. - advisory services  71  0

Liabilities

- trade payables  49  0

Receivables

Palladian Finance - other receivables  302  312

Antigo Investments Sp. z o.o. - trade receivables  0  563

Braslink Ltd 3 470 3 344

Celtic Property Developments S.A. does not have a direct parent company or the ultimate parent company. Cooperative Laxey

Worldwide W.A. is a significant investor at the highest level, which has a significant influence on the Company. 

The CPD Group also concludes transactions with key managers and other related entities controlled by the Group's key managers.  

The CPD group concluded the following transactions with related parties:

         Kancelaria Radców Prawnych Ole� i 

Rodzynkiewicz

         Kancelaria Radców Prawnych Ole� i 

Rodzynkiewicz

- receivables in respect of the sale 

of shares and loans granted
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26 Change of the parent company of the Group

Equity of Celtic Property Developments Plc as at the business combination 1 200 563

Foreign exchange gains/(losses) on translation of Celtic Property Developments Plc 50 301

New issue of Poen S.A. shares (3 483)

Purchase of treasury shares as a result of business combination (Note 22) ( 500)

Redemption of treasury shares acquired as a result of the business combination  500

Effect on accumulated gains (losses) 1 247 381

27

28 Events after the balance sheet date

29 Dividend distribution

The main item of the gain/(loss) on disposal of subsidiaries is the loss of PLN 5.3 million on the disposal of Mokotów Plaza Sp. z o.o.

on 28 July 2010.  

None of the subsidiaries sold in the current year represents discontinued activity. 

On 11 January 2011, the National Court Register registered a decrease in the share capital of Celtic Property Developments S.A.

passed by the shareholders on 20 September 2010.

As at the date of preparation of these financial statements, the subsidiary Belise was close to finalizing the negotiations concerning

the financing provided by a bank for the Iris project (formerly Mokotów Plaza II). 

On 3 February 2011, Krzysztof Cichocki resigned as member of the Supervisory Board with effect from 3 March 2011. Wiesław

Rozłucki became a new Supervisory Board member as of that date.

No dividends were paid in 2010 and in 2009. 

The change of the parent company, described in Note 2.3, was a part of the Group restructuring and was not accounted for as a

business combination in the consolidated financial statements. Due to the above, it did not affect the amount of the Group’s

consolidated net assets. The change in the parent company was reflected in the structure of the Group’s equity. After the business

combination, the share capital of Celtic Property Developments S.A. is disclosed as at the Group’s share capital in place of the share

capital of Celtic Property Developments Plc (formerly Poen S.A.). The above mentioned changes affected the accumulated gains

(losses).

In July 2010, 100% of the shares in Belise Investments Sp. z o.o. were purchased. At the moment of purchase the company did not

carry out operations. The company’s net assets as at the date of purchase amounted to PLN 5 thousand, and the purchase price

was PLN 20 thousand.     

Disposal of subsidiaries
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30 Earnings per share – basic and diluted

12 months ended 12 months ended

31 December 2010 31 December 2009

81 847 109 051

34 619 34 883

Earnings per share 2.36 3.13

31 Reporting segments 

12 months ended 12 months ended
31 December 2010 31 December 2009

Poland 26 131 56 398

Cyprus 10 276 1 900

United Kingdom 4 568 3 942

Italy 5 550  0

Montenegro  91  9

46 616 62 249

31 December 2010 31 December 2009

Poland 755 308 862 714

Cyprus 49 503 51 353

Other  884  900

805 695 914 967

In accordance with a definition in IFRS 8, the CPD Group represents one operating segment and is recognized by the Management

Board as such.

The division of external operating income is presented in Note 15. 

At the end of the year, the CPD Group’s parent company had its registered office in Warsaw, where it did not generate income from

unrelated entities and did not hold any fixed assets in the current year and in the previous year.

Operating income from companies not belonging to the CPD Group is divided by country as follows:

Non-current assets, including: investment properties, property, plant and equipment, intangible assets and goodwill are allocated as

follows:

Basic earnings per share are calculated as profit attributable to equity holders of the Company divided by weighted average number

of ordinary shares during the year, excluding shares acquired by the Company and disclosed as “treasury shares”. 

Profit attributable to equity holders of the Parent Company 

Weighted average number of ordinary shares (in thousands)

Diluted earnings per share do not differ from basic earnings per share. 

The weighted average number of ordinary shares for 2010 was determined taking into account the changes in the number of shares,

which took place after the business combination (resolution of the Extraordinary General Shareholders' Meeting of 20 September

2010 on the redemption of 765,043 series B treasury shares).

For the purposes of calculating earnings per share, the number of shares issued as part of the business combination was used as

comparative data.
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Andrew Morrison Shepherd Aled Rhys Jones

Chairman of the Board Board Member

Christopher Bruce  0 El�bieta Donata Wiczkowska

Board Member Board Member

These consolidated financial statements were prepared and approved by the Management Board of the Company on 29.04.2011

and signed on its behalf by:
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