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PART A

REPORT OF THE MANAGEMENT BOARD

FOR THE PERIOD FROM 1 JANUARY 2016 TO 31 DECEMBER 2016

KOMORNIKI, MARCH 15, 2017

NOTE FROM TRANSLATOR
This document Is a translation from Polish.
he Polish original is the binding version and shall be referred to In matters of interpretation.
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LETTER FROM
THE PRESIDENT

DEAR SHAREHOLDERS, CUSTOMERS,
PARTNERS AND EMPLOYEES

The year 2016 was important in development of the strategy we renewed
N 2013. We kept working on the development of our clients businesses in order
to Increase thelr competitiveness. Long ago we learned that the most important
factor to measure the success of our business is the success of our clients.
We see it as our success when the independent trade grows, and our failure
each time an iIndependent store closes.

INn 2016 we faced difficulties in our results as a Group, motivated mainly by two
factors: the decrease of results in Cash & Carry operations and the investment
N negative EBTIDA In new projects key for the development of our and
our clients' businesses, like the Fresh project or the new ventures.

Cash & Carry operating In the toughest segment of the smaller stores faced
difficulties In absorbing the expansion of 2014 that motivated a high level
of cannibalization. We consequent dropped in LFL and in the efficiency of the
businessasawhole. Thisincreasein cost of new storesandnegative LFL provoked
a drop In results of the business unit that was very relevant at the Group level
The financial results of the Group were also affected by the investments

we are doing in the main projects, like the Fresh project in Delikatesy Centrum
or the new ventures, but In this case goes as planned and we are building
the future of our Group and mainly of our clients.

L ooking at our other business units we can say that this year was very positive
and almost all of them won the challenges that were in front of them.

Furocash Distribution had a good year of growth in the franchise business
mainly due to the improvements made In the last two years in terms of service
to their clients. We now have a top-notch logistic system that has no parallel
N the Polish wholesale market, which allows our clients to be
much more cost- efficient. | have no doubts in saying that now Eurocash
Distributionis by farthe best active distributorin Poland and whoever experiences
their services iImmediately feels the difference. Financially wise they achieved
their budgets and | can only congratulate the business for the evolution
N the last 3 years.

Delikatesy Centrum continues to be the supermarket chain with the best
sales per sgm and one of the best consumer NPS (recommendation level
by our consumers), showing that independent trade can be extremely efficient
and be the best operator on the market. But we still have to do much better
at standardizing the quality of our perishables and differentiating ourselves
oy having the best fresh products on the market. The investment in the Fresh
oroject Is strategic for the future of our client business, and we will be investing
the next 3 years to be sure this project becomes our biggest differentiator
N the future. Delikatesy Centrum chain had a big failure, which was expansion,
and this year will have to work hard to come back to the healthy expansion levels
of the past.

Eurocash Serwis managed a difficult integration of two successtul businesses,
as KDW'T and Kolporter were, In a superb way, and it's now the unquestionable
leader of tobacco&impulse distribution In the country at same time that
it has developed an innovative e-cigarette brand for mass market distribution.

Eurocash Food Service invested in a completely new and modern logistic
system and is how developing the ready to eat distribution business to our
main clients. At the end of the year we had good news of winning the important
IKEA contract.

EFurocash Alkohole had a stable year in terms of sales but with increased
profitability. At sametime we closed the acquisition of PDAto reinforce our position
N central Poland
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Also In 2017 we kept developing our retail businesses not only through
our partnerships with Lagardere Travel Retail (Inmedio), where we are market
eaders In media retail, but also with important joint ventures with our main
Delikatesy Centrum franchisees (Firma Rogala and FHC-2) where we learn how
to better develop Delikatesy Centrum business from our clients perspective,
Also at year-end we made the 1st retall supermarket acquisition, EKO,
a company operating In south-west Poland with app. 250 stores. Our retall
business Is now around PLN 2 billion, and its clearly a target for future
Investments.

A final word for our ventures, where some of our dynamic young
entrepreneurs have been developing retall businesses which are
clearly consumer-centric  and Innovative: Duzy Ben, Kontigo, 1 minute
and abc on wheels are good examples of how to develop businesses
from scratch, of which we are very proud.

| would lke to finish this letter by thanking also our Shareholders,
who had a difficult year, and assure them we are confident we are doing the right
things for development of our common business.

Sincerely,

L« o (it [Nk

Luis Amaral
CEO, Eurocash S.A.
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- 1.SSUMMARY OF EUROCASH GROUP OPERATIONS IN 2016

PLN m 2016 2015 Change %

Sales revenues (traded goods, materials) 21 219,90 20 318,21 A,44%

EBITDA 440,49 475,63 -7.39%

(EBITDA margin %) 2,08% 2,347% -0,27 p.p.

EBIT 274,28 325,08 -15,03%

(EBIT margin %) 1,29% 1,60% -0,31 p.p.

Gross profit 235,92 205,04 -11,19%

Net Income 190,02 230,21 -17,467% Table 1.
Eurocash Group:

(Net profitability %) 0,00% 1,13% -0,24 p.p. Summary of Financial
Performance

Consolidated sales of Eurocash Group in 2016 amounted to
PLN 21 219,90 m and increased by 4.44% YoY. Sales growtl
was driven mainly by sales of goods to clients integrated ir
partnership and franchise chains.

Cash & Carry format to Group EBITDA by PLN 33 m.

e anincreaseinexpensesonnew strategic projectsaimedto
strengthen the position of independent retailers in Poland,
such as: extension of the offer for Deliktesy Centrum stores

EBITDA Iin 2016 amounted to PLN 440.49 m compared with

PLN 475.63 m previous year (a decrease by 7.39%). Decrease
of EBITDA was attributable mainly to:

e lower than expected cost effectiveness of Cash & Carry
chain due to deflation observed in this format over the past
twoyears, and cannibalization of sales by new stores opened
iN the last two years, which resulted in lower contribution of

by fresh products and development of innovative retall
formats under the Kontigo, 1iminute, abc on wheels, Duzy
Ben brands. The negative impact of the new projects on
EBITDA amounted in 2016 to PLN 39 m and increased by
PLN 19 m comparing to 2015.

The net profit in 2016 reached PLN 190.02 m, which means
17.467% decrease YoY. Net profit in 2016 was positively
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impacted by lower net financial costs due to decrease of
the debt.

Number of Cash&Carry stores increased by 3 and amounted
to 190 outlets. Number of abc loyalty scheme stores
iINncreased by record 920 outlets and amounted to 8 605.
Number of franchise stores in Delikatesy Centrum chain
iIncreased by 10 reaching the level of 1086 stores. Number
of franchise and partnership stores integrated by Eurocash
Group subsidiaries (Groszek, Euro Sklep, Lewiatan, PSD)
amounted to 4 750 at the end of 2016, and increased by 196
outlets comparing to the end of 2015,

Chart 1. Eurocash Group sales growth according to business units

Tobacco and Impuls

Cash&Carry

Distribution

Delikatesy
Centrum

Alkohole

Inmedio

Food Service

Sales of goods in Cash&Carry format to external customers
N 2016 amounted to PLN 4 34252 m and decreased
by 0.247%. Wholesale sales to Delikatesy Centrum stores
iIncreased by 9.06% reaching level of PLN 2 138.96m. Sales
in Tobacco and Impulse format was impacted by the mobile
top-up category movement to PayUp and amounted
to PLN 5 589.19 m — an increase by 1.27%. Sales of Eurocash
Distribution amounted to PLN 4 286.10 m, (decrease
by 1.40%) and excluding export sales of this format
iNncreased by 4.47% YoY. Sales realized by Alcohol
Distribution format amounted to PLN 2 02915 m,
an increase by 0.88%. Excluding export sales of the
format increased in 2016 by 4.3% YoY. The external sales
of goods of Eurocash Food Service increased by 6.13%
and amounted to PLN 37538 m. Other formats
of Eurocash Group, Including Inter alia Inmedio,

PayUp and Firma Rogala realized external sales at level
of PLN 1 314.88 m.

Chart 2. Eurocash Group sales in 2016 according to business units

Eurocash

Cash&Carry
23%

B abc

M Distribution
Food Service
Delikatesy Centrum
Other

M Specialized - Alcohol

O 2 000 4 000 6 000
B Specialized - Tobacco & Impulse
. 2016 2015
B Independent
‘Sales of Delikatesy Centrum and Eurocash Serwis formats include sales to 3% J
Firma Rogala subsidiary” 2% J
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2.1 MARKET ENVIRONMENT

Key macroeconomic data

Due to the fact that the Group does business in Poland, the local macroeconomic environment has had and will have a
significant impact on the future financial performance and the Group's development.

The pace of economic growth, household income levels, and other macroeconomic factors has a significant impact on
the population's spending levels and the pace of growth in the domestic demand. Likewise, they also indirectly affect the

Group's sales revenues.

The table below presents key macroeconomic data for the Polish economy for periods indicated.

Table 2. Eurocash: Macroeconomic situation in Poland

2016 2015 2014
GDP change’ (in %) 2,8 3.9 3.3
Consumer price index change (in %) -0,0 -0,9 0
Registered unemployment™ (in %) 8,39 7 11,5

Source: Central Statistical Office
" Preliminary data

"~ As at year end
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Poland’'s economic growth, as measured by GDP growth, according to preliminary estimates, amounted in 2016 to 2.8% compared
to 3.9% In 2015. In 2016, the fastest - growing sector of the economy was financial and insurance activities - the value added In
this sector increased by 6.77% year on year. Similar growth dynamic was reached by transportation and storage - an increase by

0.47% YoY and trade and repair of motor vehicles — an increase by 5.4%. The only sector which noted decrease of value added was
building — decrease by 11.97% YoY.

Prices of consumer goods and services in 2016 decreased by 0.67% comparing with previous year. Prices of food and non-alcoholic
beverages in 2016 increased by 0.8% and prices of alcoholic beverages and tobacco products increased by 0.77% y/y.

On the chart below Is presented the consumer prices index evolution on a quarterly basis.

At the end of December 2016, the registered unemployment rate in the country improved comparing to the previous year and
amounted to 8.3%.

2,0%

0% -+

-0,9%

=1% -
o
2y | TLE%

_3%

1Q2015 2Q 3Q 4Q 1Q2016 2Q 3Q 4Q

B CPl CPI - food & non-alcoholic beverages Chart 3. Dynamics Ofpl’/Cé indices Of consumer gOOdS

and services (CPI)
-@— CPI - alcoholic beverages & tobacco

Source: Central Statistical Office of Poland
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Polish FMCG market - general information

The FMCGmarketincludesfoodproducts, softdrinks,alcoholic  According to Nielsen, segment of small supermarkets

beverages, tobacco products, and household chemicals and With sales area 100-300 sgm was in 2016 the fastest
cosmetics. growing distribution channel with 10.5% growth YoY. Other

growing channel was discounters with 6.17% sales increase

According to the GfK Polonia Sp. z 0.0., value of the FMCG In comparison to 12.6% year before. Positive dynamic was
market in 2016 in Poland amounted to PLN 244.3 billion, also noted in supermarkets and hypermarkets. There is still
which represents an increase of 6.4% compared with 2015 Observed a decrease of stores with sales area below 100
(PLN 220.6 billion). About 87% of the total FMCG market Sdm,whilethe sales decrease of the smallest oneis slowing
belongs to retail stores (large and small formats) and 13% down from -7.0% In 2015 to -0.7% In 2016 YOY.

of sales are generated by the HoReCa sector. Market share

of large-format stores is continuously increasing over the last ~ 1°9%
. 20%
.
| 2012

severalyears.. The share of small-format stores decreased also
iN 2016 and dropped to app. 39% from 41% in 2015. In the same
time total number of small-format grocery stores decrease 80%
by 3.9% reaching app. 71.3 thousand stores at the end of 2016.

g0

70%

60%

2008 2010 2014 2016
B Dyskonty Hipermarkety Supermarkety B Maty format Inne
Chart 4. Structure of FMCG Market in Poland Source: GfK Polonia
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Chart 5. Last Twelve Month (LTM”) sales dynamics of FMCG™ products

15,0% -
12,6%
10,5%
10,0% -
6,17%
5,0% -
2,8%
1,4%
0,2%
0,07 - T—
-0,6%
-1,4%
4 -2.2%
_5!0% -
-7.0%
-10,0% -
Small Grocers -40 Convenience  Small Supermarkets Big Supermarkets Hypermarkets Discounters
40-100 100-300 300-2500 2500+
~ LTM Jan 2016 mLTM Jan 2017

Source: Nielsen
"LTM Jan 2017 = from January 2016 to January 2017
~ Small supermarkets, Convenience, Small Grocers - Food sales dynamics
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Wholesale distribution of FMCG Market

Wholesale operations which are players in the FMCG
distribution market primarily compete In  supplying
iIndependent small supermarkets, traditional grocery stores,
specializedgrocerystores(butcher's, bakeries,confectionaries,
fruit and vegetable stores, alcoholic beverages stores, and
fishmonger's) and so called alternative distribution channels
which include kiosks, retail outlets attached to petrol stations,
aswellasthe HoReCa(hotels, restaurants,and cateringoutlets).

In 2016, Eurocash Group represented a 26.5% share in the
wholesale market of FMCG products, which was a 0.5 p.p.
iIncrease onthe previous year. Below s presented the evolution
of Eurocash Group market share during last eight years.

Chart 6. Market share of Eurocash Group during 2008-2016

30% o
26,0% 26,5%

25% 23,0%
201% 21.1%
200/0 18,6% !
16,0%
15%
11,2%
10% 8,1%
3 IIII
0%

2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: Own estimates following GfK Polonia

Trends on the Polish FMCG Market

In the last decade, a gradual leveling off the market share was
noted for both FMCG retail sales channels, i.e. the modern
and the traditional channel. Currently, according to estimates
released by GfK Polonia, large format stores (supermarkets,
hypermarkets and discount stores) have market of
approximately 617% of major retail channels whereas small
format stores - approximately 39%. According to Eurocash,
there is no evidence that the role of traditional retail trade will
continue to dramatically diminish in the coming years. This
IS supported by both external conditions (the demographic
structure) aswellas internal conditions (which mainly consist of
consolidation and modernization mechanisms which facilitate
effective competition with large format outlets) Pooling
grocerystoresand smallsupermarketsinto franchise networks
- both traditional in hature (which are in fact a form of loyalty
programs) as wellas modern ones (which tie retailers strongly
to their supplier) a manifestation of this trend. According to
estimates released by GfK Polonia, the total number of retall
outlets associated In networks was approximately 28 600
thousands in 2016.

After rapid consolidation of the FMCG wholesale distribution
market has observed in years 1991-2000, the last decade saw
a reduction In the number of wholesale businesses involved
iN the sales of FMCG products down to approximately 3 000 -
4 000 entities, which number remains stable.
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2.2. EUROCASH GROUP: BUSINESS FORMATS

The Eurocash Group is one of the largest groups in Poland in terms of sales values and the number of outlets involved in the
distribution of food products, household chemicals, alcohol, and tobacco products (fast moving consumer goods - FMCQG.)
Through a range of distribution formats, the Eurocash Group focuses its business activities on the wholesale distribution to
customers across all significant wholesale market segments, in particular, to small format stores throughout Poland such
as traditional retail stores (small supermarkets and grocery stores), convenience stores at petrol stations, restaurants, hotels
and cafeterias.

The Eurocash Group operates a range of distribution formats focused on supplying independent stores in Poland, which
primarily include the following:

e Cash & Carry
¢ Active Distribution and Franchise systems
® Specialized Distribution
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Cash & Carry — a nation-wide network of discount

Cash&Carry type warehouses which operate under the
"Eurocash Cash & Carry” brand, with the loyalty program
for the "abc” network of grocery stores.

Franchise Systems:

® Delikatesy Centrum - a franchise system for retail
Chart 7. Eurocash Group focused on small format stores stores which operate under the Delikatesy Centrum brand.

® Over 4 750 retail franchise and partner stores under
the brands: Lewiatan, Groszek, Euro Sklep, Gama / PSD

Cash&Carry Active Distribution Retail Specialized distribution supplied by Eurocash Dystrybucja.
Active Distribution
11 DISTRIBUTION EKO: 250 SUPERMARKETS ALCOHOL/ BEER

190 C&C STORES CENTERS EFFICIENT IN MEDIO: 470 PRESS OUTLETS CIGARETTES / IMPULSE - L. i | | |
® Eurocash Distribution - the biggest polish nation

LOGISTICS DELIKATESY CENTRUM: FOOD SERVICE . o o .
112 STORES wide distributor of FMCG providing trade of products with

50% SHARE IN FRANCHISEES service to the client with the broad range of assortment.

! ! ! Specialized Distribution

- -
® Eurocash Gastronomia (Food Service) -

supply network for restaurant chains, hotels, and petrol

8600 ?"’“éa bc app. 45 000 SOFT HARD OWN t t
franchised &l ' Independent FRANCHISE FRANCHISE STORES LEADERSHIP IN CATEGORY stations
stores Po saq2ed<BE - stores v DEDICATED LOGISTIC
O LEWIATAN pelikatesy] g 30 THOUSAND CLIENTS - |
Centrum - ® Eurocash Alcohols - specialized wholesale and retail
e —— (=4 4 .

greszek ket .

._ Yeuro distribution of alcoholic beverages throughout Poland.
L SKLEP g 1 086 248
own

4750 stores supesr?:ﬁzl:kets stores

® Eurocash Serwis (Tobacco & Impulse) -
active distribution of tobacco products and fast moving

10 tshd. independents
consumer goods.

Other - aside from the core business indicated above, the Eurocash Group also distributes electronic financial services
through a network of approximately 10.0 thousand terminals located in stores nationwide through PayUp, which offers, e.g.
mobile top ups, bill payments, and charge card payments. Eurocash Group run also chain of stores specialized in sales of
tobacco and impulse products under Inmedio brand (Eurocash Group controls 51% of shares of Inmedio) and owns 50% of
shares in Firma Rogala running 64 retail stores under Delikatesy Centrum franchise chain.
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2.3 NUMBER OF OUTLETS

As at 31 December 2016, the wholesale network of Eurocash Group comprised 190 Cash&Carry warehouses. The Delikatesy
Centrum network comprised 1086 supermarkets, while the ‘abc network comprised 8 605 local grocery stores and number

of stores associated in networks managed by Eurocash Dystribution was 4 750.

Table 3. Number of Cash & Carry warehouses and franchise stores

As at 31 December

Information onthe numberof Cash & Carry Warehouses, Delikatesy Centrum stores, ‘abc’store network and stores associated
in Eurocash Distribution is presented in the table below as at specified dates.

Change Change Change
2016 2015 2014 2013 2016/2015 2015/2014 2014/2013
Cash & Carry Warehouses® 100 187 168 158 3 19 10
Delikatesy Centrum 1 086 1 076 1 003 875 10 73 128
.abc” store network 8 605 7 658 6 997 6 133 047 661 864
Franchise and partner
stores of Eurocash 4 750 4 554 4 362 4 325 196 1092 37

Distribution

Source: Eurocash
"The number also takes into account 3 cash & carry warehouses of Batna acquired by the Group as a result of the takeover of Batna in Novemlber 2010
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2.4 SALES STRUCTURE

Basic groceries (food and drinks - both alcoholic and
non-alcoholic) represent key sales items for the Eurocash
Group. In 2016, the share of these products accounted for
approximately 68.7% of the total sales figure. The second
most important sales contributor comprised of tobacco
products, pre-paid top ups, and phone cards - with the
share of 28.5% In 2010. The share of other non-food products
(including cosmetics, household chemicals, OTC drugs,
and others) accounted for 2.8% in 2016

Duetothelargedispersionofthe sale, none ofthe customers
of the Eurocash Group reached 107 of the Group's sales
revenue Eurocash total.

2.5. STRUCTURE OF THE
EUROCASH CAPITAL GROUP

LuisAmaralis the main shareholder of Eurocash (directlyand
indirectly through Politra B\V. s.ar.l), with the shareholding
of 43.58% as at 31.12.2016. Luis Amaral serves as President
of the Management Board. The structure of the Eurocash
Group and its affiliated companies is presented on the
followingchart. Detailedinformationonthe EurocashGroup's
organizational structure and a specification of entities under
consolidation may be found in Supplementary Information
to the consolidated financial statements.

The parent entity in the Group Is Eurocash S.A., which
performs most of the group’'s sales. In recent years Eurocash
S.A. took over a number of its subsidiaries, which allowed to
simplification of the group structure,

\ /=
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Chart 8. The structure of the Eurocash Group and its affiliated companies as at December 31, 2016:
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100%

1007%

1007%

100%

100%

EUROCASH S.A.

FRANCHISE SYSTEMS

Eurocash Franczyza Sp. z o.0.
Lewiatan Holding S.A.

Lewiatan Podkarpacie Sp. z o.0.

Lewiatan Pothoc Sp. z o.0.

Lewiatan Kujawy Sp. z o.0.

Lewiatan Wielkopolska Sp. z o.0.

Lewiatan Opole Sp. z o.0.
Lewiatan Orbita Sp. z o.0.
Lewiatan Zachod Sp. z 0.0
Lewiatan Podlasie Sp. z o.0.
Lewiatan Slask Sp. z o.0.
Detal Podlasie Sp. z o.0.
EURO SKLEP S.A.

PSD S.A.

RETAIL SUBSIDIARIES

Inmedio Sp. z 0.0.
Firma Rogala Sp. z o.0.

Eurocash Detal Sp. z 0.0.

Eurocash Convenience Sp. z o.0.

Kontigo Sp. z o.0.
Duzy Ben Sp. z o.0.

FHC-2 Sp. z o.0.
Madas Sp. z o.0.

OTHER

1007%

PayUp Polska S.A.
44%
uuuuuulFﬁiSCﬁ)E&ﬁk

1007%
Eurocash Trade 1 Sp. z o.0.

1%
Eurocash Trade 2 Sp. z o.0.

1007%
Premium Distributors Sp. z o.0.

— Przedsiebiorstwo Handlu Spozywczego sp. z 0.0.

100%
Eurocash VC2 Sp. z o.0.

100%

Eurocash VC3 Sp. z o.o.

1007%
abc na kotach Sp. z o.0.

1007%
Eurocash Food Sp. z o.o.

51% :
Sushi To Go Sp. z o.0.

— Sushi To Go Sp. z o.0. Sp. k.

1007%
4vapers Sp. z 0.0.

100% ) o
Eurocash Nieruchomosci Sp. z o.0.

1007
Detal Finanse Sp. z o.0.
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3.12. EUROCASH GROUP
DEVELOPMENT STRATEGY

The primary goal of the Group Is to ensure the
competitiveness of independent retail stores in Poland and
to offer added value to the Group’'s customers as well as
to Increase the value of the Group for its shareholders. The
strategy ofthe Group isfocused onand follows the customer
who iIs the addressee of the Group's offer to enter into a
range of cooperation options through specific distribution
channel formats:

* for small and medium retalil stores looking to be supplied
with FMCG products whereby an appropriate level of
profitability in the adjacency of their business location is
ensured without the need for product deliveries - Cash &
Carry warehouses and the loyalty program of stores which
comprise the ‘abc network

e for small and medium retail stores looking for FMCG
product supplies and support In running retail operations
whereby an appropriate level of profitability Is ensured -
Eurocash Distribution and partner programs under brands

such as Lewiatan, Euro-Sklep, Groszek, Gama (affiliate of
PSD)

e for retail stores looking for the comprehensive delivery of
products - the Delikatesy Centrum franchise network

_ 3.EUROCASH GROUP DEVELOPMENT PROSPECTS .

e for customers looking for specialized deliveries of specific
product categories, e.g.:

» tobacco products and fast moving consumer goods (retail
stores, kiosks, etc.) - distribution through Eurocash Serwis
(Tobacco & Impulse)

» alcoholic beverages - distribution of alcoholic beverages
through Eurocash Alcohols,

» restaurant chains, hotel chains, and petrol station chains
looking for the comprehensive delivery of specific products
as wellas high service quality — distribution under Eurocash
Food Service and Eurocash Distribution

Theexpansionofthe Group’'s businessoperationstook place
IN response to the needs of customers who operated in the
traditional retail market in order to reach a new customer
group or to expand cooperation with current customers.
The expansion of the Group's business was accompanied by
growing the customer base as well as adding new forms of
cooperation to the offer, which took place through takeovers
of entities which operated in distribution formats where the
Group had not been present or had had a limited business
presence.

(@ EUROCASH

GRUPA




Strategic goals of the Eurocash Group are as follows:

e Satisfy the needs of the Group's customers across key product groups through a range of distribution formats and forms
of cooperation as well as by ensuring that customers receive an expected service quality,

e Create a permanent competitive advantage for the Group through scale economies available in wholesale business
operations run by the large format business players, and

o further integrate operating systems and regularly optimize costs.

In response to an ongoing consolidation process noted in the market for food products distribution in Poland, including
the market for the wholesale distribution of FMCG products in Poland, the strategy of the Eurocash Group also assumes
further organic growth across every distribution format as well as the continuation of takeovers of other wholesalers and
franchise networks. Transactions concerning acquisitions of other entities allow generating scale economies relatively fast,
which translates into the possibility for Group to offer its customers (independent retail trade) better conditions of goods
procurement, which should also help increase the Group's competitiveness and enhance its market position.
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3.2. FACTORS IMPACTING DEVELOPMENT OF EUROCASH GROUP

External Factors

Growth in the FMCG market and changes in marRet structure
The Group anticipates further growth of share in modern distribution channels, however, its adverse impact on Company's
income will be compensated by the growth of the FMCG market value as well as by the consolidation in the wholesale

market to traditional wholesale sales channels.

Inflation
Unexpected changes in the prices of food products, beverages, alcohol, or other FMCG products, or the price of fuel, of

which depend on logistics costs may affect the results Eurocash.

Payroll costs

A potential stress on payroll costs may have an adverse effect on the Group's performance in the medium term perspective.
However, a prospective increase in remuneration levels has an effect on the entire Polish market. As the Group sales are
realized in Poland, its competitive position should remain unchanged due to this influence.
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Internal Factors

Integration of acquired companies

Due to the necessity of integrating acquired companies EKO Holding S.A., FHC-2 Sp.z 0.0, Madas Sp. z 0.0. and Polska
Dystrybucja Alkoholi Sp. z 0.0. at the operational level, in the opinion of Eurocash S.A. Board full synergies associated with
these transactions will be possible to reach within 3 years after the acquisition of control over these companies. Companies
EKO Holding S.A.,, FHC-2 Sp.z 0.0, Madas Sp. z 0.0. will be integrated within Delikatesy Centrum chain, and PDA Sp. z 0.0. will
be integrated within Eurocash Alkohole distribution format. According received information sales of acquired companies in
2016 amounted as on below chart:

23 000 - O50 22 562

22 500 -

22 000 - 264
29 500 - 21 206 e ———

-142

21 000 -

20 500 A

20 000 - i I s ] 1

Eurocash FHC-2 PDA EKO Cons. Adj. Eurocash 2016
2016 + Madas Pro-forma

Chart 9. Sales of Eurocash Group and acquired companies (PLN m).
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New business formats

Development of new formats for wholesale distribution or new franchise formats for retail stores in order to offer a complete
range to the customers of the Eurocash Group and to achieve economies of scale.

Eurocash Retail segment

Retailsubsidiaries of Eurocash: Inmedio, FirmaRogala, FHC-2, Madas and EKO Holding S.A. willbe part of new retail distribution
format since 2017 and will consists totally 828 outlets with sales of PLN 2 168 m.

Investment in strategical growth projects

To remain competitiveness of independent retail stores in Poland Eurocash Group continues an investment in innovative
projects: Faktoria Win, Duzy Ben, 1 minute, abc on wheels, Kontigo and distribution of high quality fresh products (Project
Fresh). In 2016 total EBITDA of these projects were negative at level of PLN 39 m and in 2017 estimated impact on EBITDA
will increase to app. PLN 52 m. Faktoria Win already reached maturity and positive EBITDA and in 2017 will be moved from
New Projects segment.

000 - 520
500 - '
A6 - 380
300
200 157
100 | .
., 1l I
2015 2016 2017E
B New Projects Fresh Project Total

Chart 10. Sales of New Projects and Fresh Project (PLN m).
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of Eurocash Group decided that in 1Q 2017 3 stores will be

2015 2016 2017E closed, after which analysis of sales and clients behavior

O n will be conducted. After effects analysis, each next quarter
Wwill be taken a decision regarding next stores closures. The
-10 - Management Board expects that in next 2 years maximum
17 Cash & Carry outlets might be closed.
-20 = _ i
-20 Organic growt
~30 Management of the Eurocash Group expects that during
201/.
_40 a
-39 » EurocashCash&Carrystoresstructurewillbeunderrevision.
-50 - In 1Q 2017 3 stores will be closed, later the Management
Board will consider further Cash&Carry restructuring.
60 - -52
| | o number of Delikatesy Centrum franchise stores will
B New PrO_]eCtS Fresh PrOJeC’[ - Total increase by app. 80 stores

Chart 11. EBITDA of New Projects and Fresh Project (PLN m).

Restructuring of Eurocash Cash&Carry distribution format

In 2014-2016 the number of Eurocash Cash&Carry outlets
iIncreased by 32 andthesalesatthistimeremainedat stable
level. Lack of sales growth and increased level of fixed
costs was main reason of Cash&Carry EBITDA decrease
by PLN 32 m comparing to 2015. The Management Board
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3.3 RISKS AND THREATS

Financial risks are discussed Iin Note 36 to the consolidated financial statements for 2016, which constitute a part of the
Eurocash Group's annual report for 2015. Other significant risk factors related to the operations of the Eurocash Group S.A.

are presented below.

External Factors

Macroeconomic situation. Purchasing power of the population

Economic slowdown, a drop In the purchasing power, and a decrease in household expenditure for consumption may have
a hegative iImpact on sales volume noted by the Eurocash Group.

Structure of FMCQG retail distribution market in Poland

INn 2016, the traditional distribution channelwas a significant form of FMCG retail distribution, representing the share of approx.
397%. Such a high share (against other European countries) results from a low concentration of population in a country as
well as from poor housing conditions as small and medium-size shops located away from large conglomerates comprise
the key customer group for Eurocash. Growth in the share of modern distribution will shrink a prospective market for the

Eurocash Group’'s business.

Structure of the traditional FMCG distribution channel. Competition.

olesale FMCG

According to the estimates compiled by the Eurocash Group, approx. 3 000-4 000 entities operate In the wr
margin levels.

distribution market. Market consolidation and an entry of new strong players could have a negative impact or
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Internal Factors

IT systems

An efficient, uniform IT system facilitates a centralized and efficient management of business processes as well as an
accurate profitability study of specific products and discount stores, which enhances safe business operations. Possible
disturbances in system operations could constitute a threat for the Group's business.

New investments

The Eurocash Group wishes to be an active player in the process of market consolidation by way of acquiring FMCG
warehouses. While taking over other enterprises, the Group faces numerous material risks connected to integration,
achievement of synergies planned, or an inadequate assessment of the market potential.

Suppliers

Due to the range of products offered by the Eurocash Group and geographically diverse sales, key suppliers of the Group
are numerous and as at 31 December 2016 comprised over 1 820 national and foreign entities.

Suppliers of branded products, comprised of key producers and importers of FMCG merchandise including tobacco products
and alcoholic beverages, are selected mainly based on their market share, iImpact of the brand, the coverage of individual
product segments, and regional diversification.

Due the nature of the FMCG market, as well as market competitiveness and lower sales volumes noted for tobacco products
IN Poland, the Group's operations does not depend on suppliers, as a result of which the risk related to contract termination

or adverse changes in contractual terms could have a negative effect on business operations of Eurocash and its financial
performance is limited.
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3.4 NOTE ON SEASONALITY

Sales in FMCG wholesale trade are traditionally lower In Q1 against the remaining quarters. Sales peak in the summer period
and stabilize in the Q4.
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4. MANAGEMENT DISCUSSION OF EUROCASH GROUP
FINANCIAL PERFORMANCE FOR 2016

4.1 PRINCIPLES APPLIED IN THE PREPARATION OF ANNUAL
CONSOLIDATED FINANCIAL STATEMENTS

The Parent’'s consolidated financial statements have been prepared in accordance with the international Financial Reporting
Standards, as endorsed by the European Union and on the understanding of continuation of operations by companies within

the Group In the foreseeable future. At the date of preparing the financial statement there were no conditions indicating
risks in continuation of operation by the Company.

Accounting policyusedto preparefinancialstatementwas presentedinapoint 2 ofadditionalinformationtothe consolidated
financial statement of Eurocash Group for the FY2016 and was applied to all periods presented in the financial statement

4.2 EUROCASH GROUP: FINANCIAL AND OPERATIONAL HIGHLIGHTS

PLN m 2016 2015 Change %

Sales revenues (traded goods, materials) 21 219,90 20 318,21 4,44%

EBITDA 440,49 475,63 -7.39%
(EBITDAmargin% 208% 234% 027pp.

EBIT 274,28 325,08 -15,63%
(EBITmargin%  129% 160% | -031pp.

Gross profit 235,92 205,04 -11,19%
I}l_e ’E !rlc_o_rp_e _________________________________________ 1_9_0_’ c_)2_ S _2 ‘?C_)_Z _1 ________ __1_7’?' ?(j/o_ - Table 4. Eurocash Group: Summary of 2016
(Net profitability %) 0,90% 1,13% -0,24 p.p. Financial Performance
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Consolidated total sales of Eurocash Group in 2016 amounted to PLN 21 219.90m and increased by 4.44% YoY. Sales growth
was driven mainly by sales of goods to clients integrated in parthership and franchise chains.

Below we present some financial and operational data
according to business units:

Cash&Carry - including Eurocash Cash&Carry and Batna
stores

DelikatesyCentrum --encompassingsalesofEurocashS.A.

to retail stores supplied based on franchise and distribution
contracts executed with Eurocash Franczyza Sp. z 0.0

Tobacco & Impulse - sales of Eurocash Serwis Sp. z 0.0

Alcohol Distribution - sales of Eurocash S.A. In Eurocash
Alkohole format

Eurocash Food Service - sales of Eurocash S A. realized to
gastronomy points (HoReCa)

Eurocash Distribution consisting of:

- active distribution companies (Eurocash S.A. after merger with Tradis Sp.
Zz 0.0., DEF Sp. z 0.0., AMBRA Sp. z 0.0.), and

- companies organizing or supporting franchise chains of retail shops: : Euro
Sklep S.A., Lewiatan Holding S.A., Lewiatan Podlasie Sp.z 0.0., Lewiatan Slask
Sp. z 0.0, Lewiatan Zachod Sp. z 0.0., Lewiatan Potnoc Sp. z 0.0., Lewiatan
Opole Sp. z 0.0, Lewiatan Wielkopolska Sp. z 0.0., Lewiatan Podkarpacie Sp.
Z 0.0, Lewiatan Kujawy Sp. z 0.0., Lewiatan Orbita Sp. z o.0.

- Detal Podlasie Sp. z 0.0. (company operating retail stores in Lewiatan chain).

Other - sales revenues of companies: . Inmedio Sp.
z 0.0, PayUp Polska S A., Eurocash Convenience Sp. z 0.0,
Kontigo Sp. z 0.0., Eurocash Franczyza Sp. z 0.0., Eurocash
Detal Sp. z 0.0., Eurocash Trade 1 Sp. z 0.0., Eurocash
VC 2 Sp.zo.0., Eurocash VC 3 Sp. z 0.0., ABC na kotach Sp.
Z 0.0., Firma Rogala Sp. z0.0., Duzy Ben Sp. z 0.0, 4Vapers
Sp. zZ 0.0,
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External sales of goods

PLN m 2016 2015 Change %

Cash&cCarry 4 342,52 4 353,05 =0,24%
Delikatesy Centrum 2 138,06 1 061,28 9,06%
Tobacco+*Impulse 5 589,19 5 519,23 1,02%
Alcohol distribution 2 020,15 2 011,50 0,88%
Eurocash Food Service 375.38 353.71 0,13%
Eurocash Distribution 4 286,10 4 346,88 -1,40%
Other 1 314,88 693,94 80,48%
Consolidation adjustments -203,2

Total 19 872,08 19 239,58 3,20%

Table 5. Eurocash Group: Sales Mix by Distribution Formats in 2016

Cash & Carry

* |n 2016 external sales of Cash&Carry format amounted to
PLN 4 342.52m. comparing with PLN 4 353.05 m (decrease
by 0.24%).

e LFL sales growth (same number of stores) in Eurocash
Cash&Carry stores in 2016 reached negative 3.47% .

e The number of Eurocash Cash&Carry stores at the end of
2016 amounted to 190 (including 3 Batna stores).

e The number of abc stores amounted to 8 605 at the end
of 2016.

e |n 2016 shares of abc stores In total sales of Eurocash
Cash&Carry stores amounted to 61.15%

Delikatesy Centrum

e Wholesale sales realized by ,Delikatesy Centrum’
Distribution Centers in 2016 amounted to PLN 2 138.96m,
90.006% higher than in 2014.

e Excluding sales to Firma Rogala stores, wholesale sales
amounted to PLN 1 955.906 m In 2010.

e LFL growth of wholesale sales realized by Eurocash to
,Delikatesy Centrum” franchise stores amounted to 5.59%
IN 2010.

* | FL growth of retail sales realized by ,Delikatesy Centrum®
franchise stores amounted to 1.61% in 2016.

* Number of "Delikatesy Centrum” franchise stores at the
end of 2016 amounted to 1086.
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Tobacco & Impulse:

e External sales of goods in Eurocash Serwis amounted in
2010 to 5 589.19 m and increased by 1.27% YOY.

e Excluding sales to Firma Rogala stores, wholesale sales
amounted to PLN 5 568,09 m In FY 20106.

® Salesoffoodcategoryin Eurocash Serwisin2016increased
21.17% YOY.

* In terms of volume, sales of cigarettes in 2016 to external
clients increased by 2.177% and amounted to 8 850 m pieces
of cigarettes.

®* Number of Eurocash Serwis branches as of the end of
2016 amounted to 172

Alcohol Distribution

e Sales of Eurocash Alcohole In 2016 amounted to PLN
2 029.15 m, 0.88% higher than in 2015

e Excluding sales on export, sales of Eurocash Alkohole
iINcreased Iin 2016 by 4.3% YOY.

Eurocash Food Service

e External sales of goods of Eurocash Food Service in 2016
amounted to PLN 375.38 m, an increase by 6.13% YOY.

Eurocash Distribution

e Sales of goods of Eurocash Distribution in 2016 reached
PLN 4 286.10m in comparison to PLN 4 346.88m year before
(@ decrease by 1.40%).

e Excluding sales on export, sales of Eurocash Distribution
INcreased IiN 2016 by 4.47% YoY

* |[ncrease of sales was driven mainly by higher sales to
franchise clients.

* Number of parthership or franchise stores organized by
companies belonging to Eurocash Group (Groszek, Euro
Sklep, Lewiatan and PSD) amounted to 4 750 stores as of
the end of 2016.
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4.3 PROFIT AND LOSS ACCOUNT - PROFITABILITY ANALYSIS

PLN m
Sales revenues (traded goods, materials)
Gross profit (Loss) on sales

Gross profitability on sales (%)
EBITDA

(EBITDA margin %)
EBIT

(EBIT margin %)
Gross profit

Net Income

(Net profitability %)

Consolidated total sales of Eurocash Group in 2016 amounted to PLN 21 219.90 m and increased by 4.447% YoY. Sales

2016

21 219,90
2 183,79

10,29%

440,49

2,08%
274,28
1,29%
235,92
190,02

0,90%

2015

20 318,21

2 016,83

9,93%
475,03
2,347
325,08
1,60%
265,64

230,21

1,13%

Change %

4,447
8,28%
0,37 P.p.
-7.39%
-0,27 p.p.
-15,063%
-0,31 p.p.
-11,19%

-17,467%

-0,24 p.p.

Table 6. Eurocash Group: Financial Performance
for 2016

growth was driven mainly by sales of goods to clients integrated in partnership and franchise chains.

EBITDA In 2016 amounted to PLN 440.49 m compared with PLN 475.63 m previous year (a decrease by 7.39%). Decrease

of EBITDA was attributable mainly to:

- lower than expected cost effectiveness of Cash & Carry chain due to deflation observed in this format over the past
two years, and cannibalization of sales by new stores, opened in the last two years, which resulted in lower contribution

of Cash & Carry format to Group EBITDA by PLN 33 m.

* an Increase In expenses on new strategical projects to strengthen tr
such as the extension of the offer for Deliktesy Centrum stores by fresr
retail formats under the brand Kontigo, 1iminute, abc on wheels, Duzy Ben. The negative impact on EBITDA due to new
projects amounted in 2016 to PLN 39 m and increased by PLN 19 m comparing to 2015.

The net profit in 2016 reached PLN 190.02 m, which means 17.46% decrease YoY. Net profit in 2016 was positively

impacted by lower net financial costs due to decrease of the debt.

e position of independent retailers in Poland,
products and the development of innovative
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4.4. BALANCE SHEET DATA

Balance Sheet Mix

The volume of fixed and
current assets, equity,
Liabilities and provisions
for Liabilities, as well

as their share In the
total value of assets Is
presented in the table
below:

PLNm = 31.12.2016 %% 31.12.2015
Non-current assets (long-term) 2 320,874 2,03%2 245,984 5,14 %
Goodwill 1254,11 54,047% 1172,30 52,20%
Intangible assets 358,32 15,447% 378,64 16,867%
Property, plant and equipment 587.39 25,31% 509,29 25,35
Investment real property 0,99 0,04% 1,000 047
Investments in equity accounted investees 34,95 1,517 35,69 1,597%
Other long-term investments 0,53 0,027%0 53 0,02%
Long-term receivables 3,25 0,14% 3,020 137
Deferred tax assets 81,31 3,507%3 4,40 3.76%
Other long-term prepayments 0,01 0,00% 1,10 0,05%
Current assets (short-term) 3 200,76 57,97 % 2 729,42 54,86%
Inventories 1 088,01 34,02% 067.93 35,467%
Trade receivables 1748,18 54,62% 1 533,30 56,18%
Current tax receivables 8,06 0.28% 11,940 449
Other short-term receivables 139,874 37% 106,80 3,91%
Other short-term financial assets 571 0,52% -
Short-term prepayments 47.25 1,487% 23.25 0,85%
Cash and cash equivalents 161,87 5,06% 86 20 3,16%
Total assets 5 521,621 00,00% 4 975,411 00,00%

Table 7. Mix of Assets
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PLN m 31.12.2016 % 31.12.2015 %
Equity 1 155,10 20,92% 1161,13 23,34%
Equity attributable to Owners of the Company 1 085,65 93,99% 1100,33 94,76%
Share capital 139,10 12,04% 138,83 11,967
Reserve capital 1 352,63 117,107 /55,12 65,03%
Hedging reserve (6,31) -0,55% (10,64) -0,92%
Option for purchase/selling the shares (69,19) -5,99% : 0,00%
Retained earnings (330,58) -28,62% 217,02 18,69%
Non-controlling interests (509,80) 154,21% 4,65 0,40%
Profit (loss) for the period 179,22 -54.,21% 212,37 18,29%
Non-controlling interests 69.45 6,01% 60,81 5,247%
Non-current liabilities 292,80 6,71% 220,68 5,79%
Long-term financial liabilities 154,32 52,70% 158,08 72,04%
Other long-term liabilities 72,04 24,81% 3,10 1,40%
Deferred tax liabilities 60,34 20,61% 54,01 24,88%
Employee benefits 4,97 1,70% 3,50 1,58%
Provisions 0,53 0,18% 0,19 0,09%
Current liabilities 4 073,71 03,29% 3 593,59 94,21%
Loans and borrowings 275,07 0,75% 19,19 0,53%
Short-term financial Liabilities 50,062 1,39% 82,57 2,30%
Trade payables 3 459,30 84,92% 3 225,54 89,76%
Current tax Liabilities 7.50 0,19% 4,05 0,13%
Other short-term payables 71,55 1,76% 80,73 2,41%
Current employee benefits 84,54 2,08% 69,90 1,95%
Provisions 119,08 2,92% 105,00 2,92%
Liabilities 4 366,52 79,08% 3 814,27 76,66%
Table 8. Mix of Liabilities
Total equity and liabilities 5 521,62 100,00% 4 975,41 100,00%
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Loan Agreements, Warranties and Collaterals
Loan agreements

Information on credit
the Group Eurocash

agreements
IS presented

concluded Dby
iNn Note 22 to

Loans granted

In 2010, Eurocash Group Companies did not grant any loans
IN the total value equivalent to 10% of the issuer's equity.

Sureties and guarantees
Sureties and guaranties issued by the Eurocash Group

companies are presented in note no. 34 to the consolidated
financial statements for 2016.

Issue of Securities and Bonds in 2016
Issue of shares
In 2016, 267 050 shares were Issued In connection with the

ordinary exercise of share options that were granted to key
employees under incentive schemes.

Issue of securities and bonds

At the end of 2016 Eurocash total nominal value of Issued
bonds amounted to:

e PLN 140.0 m bonds issued under the long-term bonds
ISSUe program

e PLN 21,0m bonds issued under the commercial paper
program

INn 2016 Eurocash SA has notissued, acquired or repaid other
debt securities.

Information on incentive schemes based on the issue of
Eurocash shares Is provided in section 6.3.

4.5. KEY OFF-BALANCE
SHEET ITEMS

Information on key off-balance sheet items for the Eurocash
Group Is provided in supplementary information to the
annual consolidated financial statements, I.e. note no. 34
and 35.
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4.6. EUROCASH GROUP CASH FLOW ANALYSIS

Cash flow Statement

PLN m 2016 2015
Operating cash flow 324,02 978,00
Gross profit (loss) 235,92 205,64
Depreciation 166,21 150,55
Change in working capital (99,40) 522,06
Other 19,77 33,73
Cash flow from investments (269,94) (153,26)
Cash flow from financing activities 21,59 (825,40)
Total cash flow 75,67 (0,72)
Table 9. Eurocash: Cash flows for 2016
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Total cash flow in 2016 amounted to PLN 75.67 m and operational cash flows amounted to PLN 324.02 m. Compared with
previous year operating cash flow was lower due to the fact, that in 2015 it was generated by significant reduction of inventory
level. In 2016 operational cash flow was additionally impacted by higher sales to clients serviced by active distribution formats
and lower sales settled for cash. Cash flow from investment activities amounted to negative PLN 269.94m in 2016, and was
driven mainly by acquisition of new companies. Cash flow from financing activities amounted to PLN 21.59 m in 2016.

Working capital rotation

Turnover in days 2016 2015
1. Inventories turnover 13,73 17.39
2. Trade receivables turnover 30,15 27.54
3. Trade liabilities turnover 060,51 04,33
4. Operating cycle (1+2) 43,93 44,93
5. Cash conversion (4-3) (17,58) (19,40)

Cash conversion in 2016 reached -17.58 days comparing with -19.40 days in 2015. Higher rotation of trade receivables was
attributable mainly to increased credit sales and decreased sales for cash.
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Evaluation of Funhds Management

The Eurocash Group generates positive cash flows from operations. All key investments carried out in 2016 were financed
from own funds and credit facilities taken up.

The main base of liquidity management in Eurocash Group is internal model of forecasting cash flows. Eurocash uses two
lines of credit to hedge the liquidity needs of the Group. Eurocash Group optimizes liquidity at subsidies and the interest
result using Cash pooling and the system of internal loans.

In the opinion of the Management Board, no significant financial risks exist related to the capacity of Eurocash Group
companies to pay their liabilities. Key financial risk factors related to Eurocash Group operations are as follows:

- Credit risk
» Liquidity risk
- Market risk

» Operational risk

Analysis of these risk factorsis presented in Note 36 in the part of the report which contains consolidated financial statements.
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4.7. INVESTMENT ACTIVITY

Major investments Completed in 2016

In 2010, the highest share in capital expenditures was noted in Cash&Carry stores, the development of Delikatesy Centrum
franchise network, as well as investments in hardware and software solutions due to migration of Eurocash Distribution IT

systems.

PLN m 2016 2015
Capital investment (including acquisition of shares and stock) 30,84 0,2
Independent clients 108,49 02,52
Active Distribution 12,58 20,72
Integrated clients 28,05 20,08
Projects 9,13 O
Others 1866 717 gcrlg:lz 7;'2@?/5 Investment Directions for Eurocash
Total investment outlays 253,35 176,59

Assessment of Capacity to Carry out Anticipated Investments

Key iInvestments planned for 2017 are related to:
» Organic growth within the current structure of business units, and in particular:
- Development of Delikatesy Centrum franchise chain including plans to introduce 80 new franchise stores into Delikatesy

Centrum network
- Investment in iInnovative sales systems in Delikatesy Centrum chair
- Opening of 2 new Distribution Centers in Krakow and Sosnowiec, which will replace current Distribution Centers in Bedzin

and Czeladz
» Replacement investment
+ Finalization of EKO Holding S.A. acquisition — which took place on 4th January 2017.

In order to finance the aforementioned investments, the Eurocash Group intends to use funds generated by the Group. If
a decision Is made that other significant investments should be undertaken, in the opinion of the Eurocash Management
Board, the Eurocash Group has adequate credit repayment capacity to secure financing for such prospective investments.
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4.8. KEY CONTRIBUTORS TO 2016 FINANCIAL PERFORMANCE
OF EUROCASH GROUP

Equity Changes
In the period between 1 January 2016 and 31 December 2016, 267 050 shares were issued as a result of exercising share
option programs.

Dividend Payment

In accordance with Resolution No. 5 adopted by the Annual General Meeting on 19th April 2016, persons who were
shareholders of the Company on 11th May 2016, received a dividend of PLN 1.00 per one Company share. The total dividend
paid on 31st May 2016 amounted to PLN 139,084,436.00

2016 did not see any significant events or factors which would have impact on the financial performance of the Eurocash
Group noted in the period.
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5.1. INFORMATION ON COURT PROCEEDINGS

In 2016, the Eurocash Group companies were not involved Iin any legal proceedings before court, a relevant arbitration
authority, or a public administration body, the total value of which would which represent at least 10% of issuer's equity.

5.2. INFORMATION ON SIGNIFICANT AGREEMENTS

IN 2016, the Eurocash Group companies entered into the following agreements considered significant forthe Group's business
operations:

Acquisition of 50% of shares in Firmia Rogala

On 29 January 2016 pursuant to the preliminary agreement of 18 September 2014, Eurocash executed with Hadrick
Investments sp. z 0.0, Jerzy Rogala and Ewelina Wojcik Rogala an agreement of acquisition of 50% shares in Firma Rogala.
According to received information, in 2015, Firma Rogala generated approx. PLN 367 million in retail sales. The acquisition
of a stake in Firma Rogala is aimed at developing a long-term partnership with one of the key franchisees, running 63 retail
stores, ensuring the stable growth of the Delikatesy Centrum network and increasing Eurocash Group's revenue. For these
reasons, the Management Board of Eurocash S.A. decided to recognize the Agreement as confidential information.
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Acquisition of 50% of shares In one of the largest Delikatesy Centrum franchisees

On 16th December 2016 pursuanttothe preliminary agreement of 15th April2016 Eurocash S.A. executed with shareholders of
FHC-2, M. Stodotka 1 Wspolnicy spotka Jawna, FHC-2 spotka z ograniczong odpowiedzialnoscia, Fructar spotka z ograniczong
odpowiedzialnoscig, Madas spotka z ograniczong odpowiedzialnoscig, FHC-3 spotka z ograniczong odpowiedzialnoscig an
agreement of acquisition of 50% shares in FHC-2 Sp. z 0.0.and Madas Sp. z 0.0 both based in Krosno. The acquired companies
run totally 48 supermarkets under the brand Delikatesy Centrum and are located mainly in South-Eastern Poland. According
to the received information, the total sales of acquired companies in 2016 amounted to app. PLN 284 million.

Acquisition of PDA shares

On 30th December 2016 pursuant to the preliminary agreement of 21th December 2015 Eurocash S.A. acquired 100% of
shares inthe share capitalin Polska Dystrybucja Alkoholi Sp. z 0.0. Acquisition will increase share of Eurocash Group in alcohol
distribution segment in Poland. According to the received information, the total sales of the company in 2016 amounted to
app. PLN 264 million.

Execution of a significant agreement with Marie Brizard Wine&Spirits Polska Sp. z 0.0

On 29 November 2016 Eurocash entered into an agreement with Marie Brizard Wine&Spirits Polska Sp. z 0.0, acting as the
supplier and Eurocash Serwis Sp. z 0.0., acting as the distributor on distribution of alcoholic beverages.

MWBS specializes in production and wholesale of strong alcoholic beverages. The Agreement constitutes a continued
cooperation between the Eurocash Group and MBWS and increases the volume of goods offered by MBWS distributed by
the Eurocash Group.

The Agreement provides for contractual penalties in case the conditions of sale deteriorate in comparison with the conditions
determined therein. The Agreement does not specify the maximum amount of such contractual penalties. Under the
Agreement, the Distributors are entitled to seek compensation exceeding the value of due contractual penalties.

The Agreement has been executed for 3 years; after the expiry of that term, the Agreement will be automatically converted
iINnto an agreement for an indefinite time (provided that no party expresses a wish to terminate the cooperation).
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Acquisition of 100% of shares in EKO Holding S.A

On 4th January 2017 Eurocash acquired 1007% of shares in EKO Holding S.A. with its registered office in Nowa Wies Wroctawska
(,LEKO"). Thereby, Eurocash acquired a network of 248 grocery stores of EKO (operating mostly in south-western Poland),
which will allow further development of the Eurocash Group and better use of its capability. According to the received
information, the total sales of the company in 2016 amounted to app. PLN 950 million.

Apart of information provided in this report there are no other material factors which might influence the results of the
Eurocash Group during the next quarter of the year.

5.3. INFORMATION CONCERNING EXECUTION BY THE ISSUER OR ITS
SUBSIDIARY TRANSACTION WITH RELATED PARTIES

In the 2016 companies belonging to Eurocash Group did not execute transactions with related parties otherwise than in the
ordinary course of business on an arm's length basis.

5.4. INFORMATION ON TRANSACTIONS WITH CONNECTED ENTITIES

the 2016 companies belonging to Eurocash Group did not execute other transactions with related parties otherwise than
INn the ordinary course of business on an arm’s length basis.

5.5. FORECASTS PUBLICATION

The Management Board of Eurocash S A. did not publish financial forecasts for 2016 or 2017.

(@ EUROCASH

- GRUPA



5.6 CHANGES IN KEY MANAGEMENT PRINCIPLES

Resignation of member of the management board

On 13th January 2017 Mr. David Boner resigned from function of Member of the Management Board of Eurocash, with effect
on 13th January 2017.

Appointment of member of the management board

On 22nd February 2017 Supervisory Board of Eurocash agreed the resolution regarding the appointment on 22nd February
2017 Mr. Przemystaw Cias on the function of Member of the Management Board of Company:.

2010 saw no other changes in key management principles.

5.7 AGREEMENTS WITH MEMBERS OF THE MANAGEMENT BOARD
AS FINANCIAL COMPENSATION GUARANTEES

The Company did not enter into any agreements with the members of the Management Board which would provide

compensation guarantees should members of the Management Board resign or be dismissed from their positions without
a sound reason.

Agreements with the members of the Management Board anticipate that consist should the majority shareholder change

in the Controlling Entity, 1.e. the shareholder who holds at least 50% (fifty percent) and 1 (one) one share in Eurocash (Politra
BV.s.arl), the notice period in respect of the agreement shall be 12 months.
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5.8 INFORMATION ON REGISTERED AUDIT COMPANY

The consolidated financial statements of Eurocash Group for 2016 were audited by KPMG Audyt Sp. z 0.0. sp.k. on the basis
of a contract concluded on 24th June 2016. The consolidated financial statements of Eurocash Group for 2015 were audited
oy KPMG Audyt Sp. z 0.0. sp.k. on the basis of a contract concluded on 30th September 2015

The total fees specified in the contract between Eurocash S.A. and the registered audit company payable or paid for the
audit and the review of the consolidated financial statements and for other services are presented below;

Thousands of PLN 2016 2015
Audit of financial statements 530,0 480,0
Review of financial statements 250,0 220,0
Other services 15,0 1/.5
Total capital expenditures 845,0 717 .5
Table 12. Capital expenditures for audit and review
of financial statements
n (@ EUROCASH




_ 6.STATEMENT ON CORPORATE GOVERNANCE RULES -

6.1 INDICATION OF CORPORATE GOVERNANCE RULES APPLICABLE
TO ISSUER

Pursuantto§29Sec.2oftheWarsaw Stock Exchange S. A Rulesinthewordingadopted by virtue of the Stock Exchange Council
Resolution No. 1/1110/2006 dated January 4, 2006, with further amendments, Eurocash S A. (hereinafter, the "Company’,
‘Issuer’, "Eurocash’) is obliged to apply the corporate governance rules set down in the document entitled "Good Practices
of Companies Listed on the WSE", which constitutes an attachment to Resolution No. 12/1170/2007 of the Stock Exchange
Council dated 4 July 2007 (amended by way of Resolution No. 17/1249/2010 of the Stock Exchange Council dated 19 May

2010 (hereinafter referred to as "Good Practices’), available on the following website www.corp-gov.gpw.pl.

On 13 October 2015 the Stock Exchange Council adopted Rules setting down new corporate governance rules in the
document of "Good Practices for Companies listed on Warsaw Stock Exchange 2016°. Information regarding new rules
implemented by Eurocash in 2016 are available on the website hitp://eurocash.pl/relacje-inwestorskie/lad-korporacyjny.

6.2.SHAREHOLDERS STRUCTURE

Shareholders with Direct or Indirect Substantial Shareholding in Eurocash

As at 31 December 2016 the structure of shareholders holding directly or indirectly large blocks of shares in Eurocash
S.A.was as below.
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31.12.2016 31.12.2015
, Share _ Share
Shareholder Nfurrr:ber Share .In ls(rc\)/as\)re Nfurr:\ber in total number Nfurrr:ber Share_ltn [c,(t:/a)re Nfur;r]\ber in total number
of shares capital (% of shares of votes of shares capital (% of shares of votes
Luis Amaral
(directly and
indirectly 60 615 240 43,587 60 615 240 43,587% 60 615 240 43,66% 60 615 240 43,66%
through Politra
B.V.S.ar.l)
Others 78 481 121 56,427 78 481 121 56,427 78 214 071 506,347 78 214 071 56,347
Total 139096361 100,007 139096361 100,00% 138829311 100,007 138829311 100,00%

Table 13. Shareholders with Direct or Indirect Substantial Shareholding in Eurocash

Number of Eurocash S.A. Shareholding Held by Management and Supervisory Members

The number of company shares held by the management and supervisory members as at 31.12.2016 was as follows:

Eurocash shareholding Share subscription rights
Management Board 31.12.2016 31.12.2015 31.12.2016 31.12.2015 Z)-;'%Z,%jgag ]ffh’g zgncsg”;%ae”éggr ;
It'#.:g l?gr?‘apri:i(t?;rgilé gﬁ\ﬂ.;ndirectly 60 615 240 60 615 240 0O 0O and their rights to subscription
Rui Amaral 347 025 347 025 50 000 50 000
Katarzyna Kopaczewska 330 000 305 000 O 25 000
Arnaldo Guerreiro 325 500 300 500 O 25 000
Pedro Martinho 818 050 343 050 O O
Jacek Owczarek 58 500 33 500 O 25 000
David Boner O O O O
Przemystaw Cias Not applicable Not applicable Not applicable Not applicable
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Eurocash shareholding Share subscription rights

31.12.2016 31.12.2015 31.12.2016 31.12.2015
Joado Borges de Assuncao O O O O
Eduardo Aguinaga de Moraes 0 O O O
HipSlito dos Santos O O O O Table 15, Shares
Hans Joachim Kérber 0 0 0 0 g’ytgjpﬁfv’;'foify’yb’;ﬁ
Jacek Szwajcowski 0 0 0 0 and rights

to subscription

Bearers of All Securities which Grant Special Control Rights and Discussion of Entitlements

No securities which would grant special control rights neither preferential share are noted in the Company. However,
the Articles of Association of the Company grant personal rights to a specific shareholder. Pursuant to § 13 Sec. 2 of the
Articles of Association, should Politra BV.S.ar.l, organized and operating under Dutch law, or any of its legal successor,
continues to be a shareholder with 30% or more shareholding in the Company’'s share capital, it will have the right to
appoint and recall 3 (three) Members of the Supervisory Board of Eurocash.

Restrictions regarding Exercising Right to Vote

Each share of Eurocash gives the right to one vote at the Shareholders'Meeting. The Articles of Association do not provide
for any restrictions as to exercising the right to vote carried by Eurocash shares, such as restrictions to exercising the
right to vote by the holders of a defined part or number of votes, time restrictions related to exercising the right to vote
or provisions pursuant to which (with the Company's cooperation) capital interests related to securities are separated
from holding securities.

A prohibition on exercising the right to vote by the shareholder may result from art. 89 of the Act dated July 29, 2005 on
Public Offerings, and Conditions Governing the Introduction of Financial Instruments to Organized Trading, and Public
Companies (hereinafter "Act on Offering’), should the shareholder violate specified provisions set forth in Chapter 4 of
the Act on Offering. Pursuant to art. 6 § 1 of the Commercial Companies Code, should the controlling entity fail to notify
the controlled capital company about the introduction of the dominant relationship within two weeks of the start of the
relationship, the right to vote carried by shareholding in the controlling entity which represents over 33% of the share
capital of the controlled company Is suspended.
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Restrictions regarding Transfer of Ownership Rights to Securities of Issuer

The Articles of Association do not provide for any restrictions regarding the transfer of ownership rights to securities of
the Issuer. The restrictions, however, arise from the provisions of law, including hereinabove mentioned Chapter 4 of the
Act on Offering, art. 11 and 19 and Part VI of the Act dated July 29, 2005 on Trading in Financial Instruments, Act dated
February 16, 2007 on the Protection of Competition and Consumers as well as Council Directive (EC) No. 139/2004 dated
January 20, 2004 on the control of business consolidations.

Agreements which May Result in Changes of Blocks of Shares Held

Apart from the incentive schemes for managers and employees, the Management Board of Eurocash is nhot aware of
any agreements which could cause changes in the proportion of blocks of shares held by the shareholders in the future.

6.3 THE PARENT'S GOVERNING BODIES

Management Board
Composition of the Management Board, changes thereto and rules of appointment

The Company’'s management body is the Management Board. The Management Board of the Parent is composed of seven
members. The composition of the Management Board in the period January 1st - December 31st 20106.
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Luis Manuel Conceicao do Amaral

Rui Amaral

Arnaldo Guerreiro

Pedro Martinho
Jacek Owczarek

Katarzyna Kopaczewska

David Boner

Member of the Management Board - CEO

President of the Management Board

Table 16. The composition of the
Management Board in 2016

Member of the Management Board

Member of the Management Board
Member of the Management Board - Financial Director
Member of the Management Board - HR Director

Member of the Management Board

On 13th January 2017 Mr. David Boner resigned from function of Member of the Management Board of Eurocash, with effect

on 13th January 2017.

On 22nd February 2017 Supervisory Board of Eurocash agreed the resolution regarding the appointment on 22nd February
2017 Mr. Przemystaw Cias on the function of Member of the Management Board of Company.

Powers of the Management Board

TheManagementBoard managesthe Company'saffairsand
representsthe Company. Two members ofthe Management
Board acting jointly or one member of the Management
Board acting jointly with a holder of a commercial power of
attorney may submit statements of willand sign documents
on behalf of the Company.

The work of the Management Board is headed by the
President of the Management Board. All members of the
Management Board are obliged and entitled to jointly
manage the Company's affairs, in particular in the following
SCOpeES:

l. determine the long- and medium-term development
strategy as well as main objectives of the Company
operations, increase the Companyvalue tothe shareholders
and report them to the Supervisory Board, review the level
of achievement of such goals and modify them if necessary

ll. define the Company's financial goals
lll. iImplement and follow through the long- and medium-
term development strategy as well as the main Company's

operating objectives and financial goals

V. analyze major investment projects and related methods
of funding
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V. determine the principles of HR and remuneration policies,
including:

- appointment of the Company's key management staff

- determining principles of employment, remuneration, and
HR policies, as well as conducting a periodical analysis of
the HR situation in the Company

VI. establish the Company's organizational structure
(vilapprovetheannualand/orlong-termCompany'sbudget

Vil.determineaninternaldivisionofdutiesandresponsibilities
for Management Board Members

VIIl. set down Rules and other internal regulations of
the Company unless the provisions of law or Articles of
Association provide otherwise

IX. take decisions on matters of exceptional importance
as well as matters and transactions which may constitute
materialrisk to the Company in line with the justified opinion
of the Management Board Member

X. request that the Supervisory Board submit an appraisal of
draft resolutions which are to be presented to Shareholders
at the Shareholders’ Meeting

Xl. any other actions which go beyond the ordinary
Mmanagement of the Company

In the remaining scope, respective Management Board
members are responsible for independent management
of Company affairs resulting from an internal allocation of
duties and functions determined by the decision of the
Management Board.

The Management Board may adopt resolutions at the
Management Board meeting or outside the Management
Board meeting In writing or as facilitated by remote
communication tools. Resolutions of the Management
Board are adopted by a simple majority of votes cast by
ManagementBoard members. Minutesoftheresolutionsare
taken. Proper notification of the meeting to all Management
BoardmembersisrequiredforthevalidityoftheManagement
Board resolutions.

Detailed Management Board procedures are defined in
Management Board Rules adopted by the Management
Board and approved by the Supervisory Board. The content
ofthemostup-to-date Management Board Rulesisavailable
at.

http:.//eurocash.pl/pub/eng/uploaddocs/lad-
korporacyjny-zalaczniki/regulamin-zarzadu-2008-
ang.3166178158.pdf
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Remuneration, bonuses and employment contract
terms of the Management Board Members

Information on remuneration paid to the members of the
Management Board in 2015 is provided in the section of
the annual report which contains the annual consolidated
financial statements, in note n. 32.

Supervisory Board

Composition of the Supervisory Board, changes thereto and
rules of appointment

The Supervisory Board iscomposed of 5 members, whereby
the right to appoint and recall 3 (three) members of the
Supervisory Board is held by Politra BV.S.ar.l (or its legal
successor) as specified above, while 2 members of the
SupervisoryBoardareappointedandrecalledbythe General
Shareholders’ Meeting. The Supervisory Board member
may be recalled only when the action is accompanied by a
simultaneous appointment of the new Supervisory Board
member.

The composition of the Supervisory Board in the period
January 1st - December 31st was as presented in the table
below.

Joao Borges de Assuncao Chairman of the Supervisory Board

Eduardo Aguinaga de Moraes Member of the Supervisory Board

Francisco Jose Valente Hipolito dos Santos Member of the Supervisory Board

Hans Joachim Korber Member of the Supervisory Board

Jacek Szwajcowski Member of the Supervisory Board

The status of independent Supervisory Board members
s held by the following persons:

. Mr. Jacek Szwajcowskl and Hans Joachim Korber
asSupervisoryBoardmembers,appointedbytheCompany's
General Shareholders Meeting, and

. Mr. Joao Borges de Assuncao, Eduardo Aguinaga
de Moraes appointed by Politra B\V. S.ar.l, which submitted
representations which meet criteria of an independent
Supervisory Board member.

Thus, 4 ofthe 5 Supervisory Board members of the Company
are "independent members’

The Board selects its President from amongst its members.
The Supervisory Board may also recall the President of the
Board from his function. The Supervisory Board exercises
an on-going supervision of Company operations in all areas.
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Powers of the Supervisory Board

Pursuant to § 14 Sec. 2 of the Issuer’'s Statutes, powers of
the Supervisory Board include, in particular:

l. review and assessment of the Management Board's report
on the Company’s activities and the Company’s financial
statements for their consistency with accounting books and
documentation, as well as the actual state of affairs

.  assessment of the  Management  Board's
recommendations concerning distribution of profit or loss
cover

lll. submitting to the General Shareholders Meeting
an annual written report on the results of the assessment
referred to above

V. appointing andrecalling, as wellas suspending Members
of the Management Board for an important reason

V. Issuing opinions on planned amendments to the
Company's Articles of Association

V1. approving annual budgets drafted by the Management
Board and amendments to such budgets no later than by
30 November of each calendar year

VII. issuing opinions on granting loans or financialassistance
as well as concluding agreements with any Member of the
Management Board which fall outside an ordinary course
of business

VIII. electing an expert auditor to examine the Company's
financial statements

IX. adopting a uniform text of the Articles of Association
X.othermatterswhichrequire aresolution ofthe Supervisory
Board under binding legal regulations or other provisions of
the Articles of Association

The following actions of the Management Board shall
require the Supervisory Board's consent issued in the form
of a resolution:

|. decisions concerning joint-ventures with other entities
ll. decisions concerning mergers with other entities as well
as acquisitions of other entities or enterprises

lll. incurring any liability in excess of PLN 100,000,000 and
the encumbrance on the Company's assets with a value In
excess of PLN 150,000,000 Iif such transactions have not
been provided for in the annual budget

IV. sale or lease or transfer of the Company's assets with
the value in excess of EUR 1,000,000 or its zloty equivalent
if such a transaction has not been provided for in the annual
budget

V. Issuing opinions concerning the determination and
changes in remuneration levels or terms of employment of
Management Board Members

VI. raising, issue, taking up or disposal of shares in another
subsidiary entity

VIl. development and modification of any stock option
scheme or an incentive scheme of a similar nature for the
Company's management and employees

VIIl. the conclusion of a material agreement by the
Company with a related entity as interpreted by the
regulations concerning the submission of current and
periodical information by issuers whose shares are quoted
on the Stock Exchange in Warsaw S.A. except for standard
transactions concluded on market termsas part of company
operations entered into by the Company with its subsidiary
entity in which the Company is a majority shareholder
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The Supervisory Board performs its duties as a group. The
Supervisory Board may delegate specific supervisory tasks
to individual Members by way of a resolution adopted by a
simple majority of votes.

SupervisoryBoardmembers performtheirduties personally.
However, they may participate in an adoption of resolutions
ofthe Supervisory Board by voting inwriting through another
Supervisory Board member. The Supervisory Board may
adoptresolutions atasession orinwriting or by using remote
communication tools. Resolutions of the Supervisory Board
are adopted by a simple majority of votes Iin the presence
of at least 3 members of the Board. Should an even number
of votes be cast in favor of and ‘against’ a resolution, the
President of the Supervisory Board shall have the casting
vote. Moreover, the consent of the majority of independent
Supervisory Board members is required for the adoption by
the SupervisoryBoard ofresolutionsinthe following matters:

l. any action by the Company or any of its related entity that
benefits the Members of the Management Board

Il. election of an expert auditor to examine the Company's
financial statements

lll. issuing opinions on granting loans or financial assistance
as well as concluding agreements with any Member of the
Management Board which fall outside an ordinary course
of business

V. granting the Management Board the approval to limit
or waive in full the priority rights (pre-emptive rights) of
the Company's shareholders with respect to any of the
Company's shares to be issued within the limits of the
authorized capital

The detailed procedure of operations of the Supervisory
Board is set out by the Supervisory Board Rules. The content
of applicable Supervisory Board Rules is available at the
following address;

http:.//eurocash.pl/pub/eng/uploaddocs/lad-
korporacyjny-zalaczniki/unified-text-of-sb-by-
laws-2009.2598766460.pdf

Remuneration, bonuses and employment contract
terms of the Supervisory Board Members

Information on remuneration paid to the members of the
Supervisory Board in 2016 Is provided In the section of
the annual report which contains the annual consolidatec
financial statements, in note n. 32.
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Supervisory Board Committees

The following internal committees operate under the
auspices of the Supervisory Board:

l. the Audit Committee, and
ll. the Remunerations Committee

The members of each of the saild committees are selected
by the Supervisory Board where the Remunerations
Committee should include at least one Independent
Supervisory Board member while the Audit Committee
should Iinclude at least two independent Supervisory
Board members and one member who Is a financial
specialist, 1.e. a person having pertinent experience
in finance management and accountancy Iin public
companies or other companies of comparable size.

Responsibilities of the Audit Committee include as follows:

l. supervising the submission of financial information by the
Company in the periodical reports, forecasts, etc.

Il. supervising the activities of external auditors of the
Company

lll. giving the opinion on the candidates for the Company's
external auditors to be elected by the Supervisory Board,
where external auditors should be changed at least once
every 7 years

IV. supervising the relationship with the external auditor,
including In particular assessing the external auditor's
iIndependence, remuneration and any non-auditing work for
the Company, as wellas determining the involvement of the
external auditor with respect to the content and publication
of financial reporting

V. each year, evaluating the internal control system in place
and the significant risk management system in place, as
well as self-evaluation in a form of an annual report of its
deliberations, findings, and relationships with the external
auditor (in particular, including his/her independence)
to be included as part of the Supervisory Board's annual
report to be presented at the Ordinary General Meeting
of Shareholders.

The Audit Committee Is composed of the following
members:. Francisco Jose Valente Hipolito dos Santos
(Chairman), Eduardo Aguinaga de Moraes and Jacek
Szwajcowskl. Responsibilities of the Remunerations
Committee include as follows:

l. reporting to the Supervisory Board of the existence
of a remuneration policy for the Management Board,
which Is known to the Remunerations Committee
In sufficient detalil, including (a) the remuneration structure,
(b) the amount of fixed remuneration, (c) the shares
and/or options and/or other variable remuneration
components and other forms of remuneration, as well
as the performance criteria and the application thereof
by Management Board Members
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Il. each year, submitting a proposal for the Supervisory
Board'sapprovalforanappraisalconcerningthe compliance
of the remuneration policy for the Management Board and
application thereof with regard to the desired standards of
corporate governance

lll. ensuring the disclosure to the Supervisory Board of the
remuneration of the Management Board resulting from an
implementation of the remuneration policy

V. each year, submitting a self-assessment in the form of an
annual report of its performance to be included as part of
the Supervisory Board's annual report and to be presented
at the Ordinary General Meeting of Shareholders.

The Remunerations Committee Is composed of the
following members: Messrs. Eduardo Aguinaga de Moraes
(Chairman), Francisco Jose Valente Hipolito dos Santos and
Hans Joachim Korbe

The rules governing the operations of both committees are
regulated Iin detail in Section VIl of the Supervisory Board
Rules available at the following address:;

http:.//eurocash.pl/pub/eng/uploaddocs/lad-
korporacyjny-zalaczniki/unified-text-of-sb-by-
laws-2009.2598766460.pdf

General Shareholders’ Meeting

The manner of conduct applicable to the General
Shareholders’ Meeting and its fundamental powers follow
directly from the provisions of law which were partly
incorporated in the Statutes and By-laws of the Company's
General Shareholders’ Meeting. Both the Statutes and the
By-laws of the General Shareholders’ Meeting
are avallable on the Companys website at the
following link: http://eurocash.pl/pub/pl/uploaddocs/
ladkorporacyjny-zalaczniki/tekst-jednolityregulaminu
wWZz-2009.2901813197.pdf

As of 3 August 2009, in line with § 15 item 3 of the Statutes
and in line with § 1 item 3 of the By-laws of the Company's
GeneralShareholders' Meeting, the Meeting is convened by
way of anannouncement which contains allitems stipulated
in art. 402 of the Commercial Companies’ Code, made
no later than 26 days prior to the date of the General
Shareholders Meeting by way of posting the announcement
on the Company's website In line with the provisions
of binding information submission stipulated in the Act on
Offering.

Each General Shareholders’ Meeting should be attended
by members of the Supervisory Board and the Management
Board In the number which will facilitate a provision
of technical answers to queries rose In the course
of the Meeting. A chartered auditor should attend the
Annual Ordinary General Meeting of Shareholders as well
as the Extraordinary General Meeting of Shareholders
if financial matters of the Company are discussed. Members

\ /=
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of the Supervisory Board, the Management Board and the
chartered auditor should offer explanations and supply
information related to the Company within their discretion
and to the extent necessary for the resolution of matters
discussed in the Meeting.

The General Meeting may be attended by members
of the Management Board and Supervisory Board, certified
auditor, Ifthe Company's financialaffairs are to be discussed,
experts invited by the body which convenes the General
Meeting, the notarywho draws up the minutes of the General
Meeting, and representatives of mass media. Other persons
may participate in the General Meeting with the consent
of the Chairman of the General Meeting.

According to the Articles of Association, the powers of the
General Meeting include In particular:

l. review and approval of the Management Board Report
on the operations of the Company and financial statements
for the previous financial year, and granting approval
to members of the Company's governing bodies for the
performance of their duties

Il. decisions concerning claims to remedy damage inflicted
at the time of the Company’'s establishment orin connection
to its management by the Management Board

Ill. sale or lease of the enterprise or an organized part
thereof as well as the creation of limited property rights
therein

IV. creation of the Company's capitals and funds
and their allocation

V. approval of the Company’s long-term strategic plans

VI. adopting resolutions on the distribution of profit and loss
cover

VII. amending the Articles of Association

VIIl. increasing and decreasing the Company's share capital
IX. dissolution or liquidation of the Company

X. authorization for the Company to enter into a standby
or firm commitment underwriting agreements

Xl. appointment or dismissal of two members of the
Supervisory Board

XIl. setting down the rules for and levels of remuneration
of members of the Supervisory Board

XIll. adopting the Rules of the Supervisory Board
XIV.dismissalorsuspensionof membersofthe Management
Board

XV. adopting the Rules of the General Meeting

XVI. taking decisions in other matters which rest within
the exclusive competence of the General Meeting pursuant
to the provisions of the Commercial Companies Code
or other laws or pursuant to the Company's Statutes
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6.4 DISCUSSION OF AMEND-
MENTS TO ISSUER'S STATUTES

A resolution adopted by the Shareholders Meeting
concerning amendments to the Statutes must be preceded
by an appraisalissued by the Company’'s Supervisory Board.
Amendments to the provisions of the Statutes which consist
INn material changes to the subject matter of the Company's
business operations without share buyout from share
holders who do not consent to the amendments
requires that the resolution of the General Shareholders’
Meeting be adopted by the majority of 34 votes cast
N the presence of shareholders who represent at least
507% of the Company’'s share capital.

Amendmentstothe provisionsofthe Statuteswhichconcern
a decrease In the Company's share capital requires that the
resolution of the General Shareholders' Meeting be adopted
by the majority of %4 votes.

Amendmentstothe provisionsofthe Statuteswhich concern
any other matters require that the resolution of the General
Shareholders Meeting be adopted by the absolute majority
ofvotes unlessthe provisions of the Commercial Companies
Code or the Act on Offering stipulate otherwise

6.5. DISCUSSION OF PREMISES
FOR APPOINTING AND RECALLING
MANAGEMENT STAFF AND THEIR
ENTITLEMENTS - IN PARTICULAR
RIGHT TO TAKE DECISIONS ON

SHARE ISSUE OR BUYOUT

Pursuantto § 9 Sec. 1 and 2 of the Articles of Association, the
Management Board consists of 2 to 10 members appointed
by the Supervisory Board for an individual three-year
term of office. The number of members
on the Management  Board s  determined
by the Supervisory Board. The Supervisory Board also
appoints one member of the Management Board
as President of the Management Board by way
of resolution. Any Management Board member may
be recalled from office by way of a resolution adopted
by the Supervisory Board or the General Shareholders
Meeting of the Company.

The scope of activities of the Management Board includes
any and all affairs of the Company not reserved for the
powers of the General Shareholders’ Meeting and the
Supervisory Board. The range of powers of the General
Shareholders’ Meeting and the scope of powers of the
Supervisory Board are defined in Point 7.3 of the Report. The
Management Board manages the affairs of the Company
and represents the Company externally.

The Management Board may decide on the share buyout
IN circumstances and on terms determined in commonly
applicable provisions of law. The detailed rules governing
the functioning of the Management Board are stipulated
iNn Point 7.3 of the Report.
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According to the model, the value of options is calculated
in line with the following parameters:

6.6. MATION ON EMPLOYEE
SHARES CONTROL SYSTEM

«GRANT DATE: For incentive schemes based on the issue
of M shares, the start of the option exercise period was
set as the grant date whereas the date of adopting the
resolution of the General Assembly which approved the
list of entities entitled to take up shares.

«OPTION EXERCISE DATE: For all schemes the start of the
option exercise period was assumed as the option exercise
date.

+RISK-FREE RATE: This value is estimated based on the
average field of Treasury Bonds with the tenor closest
to the option strike date as at the valuation date.

«VOLATILITY: Calculated based on historical volatility
of daily returns of Eurocash shares on the Warsaw Stock
Exchange (WSE), taking into account 250 trading sessions
orior to the valuation date.

«OPTION STRIKE PRICE: In accordance with the principles
of programs based on the shares of Series M exercise price
of the options is PLN 38.00.

«BASE (CURRENT) STOCK PRICE: It is the Eurocash share

Incentive schemes based on the issue of Eurocash S.A.
shareholding are specified below.

Number and Class
of Eurocash Shares

Determined or Projected®

No. Legal Basis Issue Price

Option Exercise Date

Resolution No. 3 ofhe
Extraodinary
ShareholdersMeeting ¢
Eurocash S A. datd 26
November2012
regarding the Eighth,
Ninth andlenth

Incentiv and Bonus 850.000
Scheme 6rEmpbyees Class N Shares

from 1 February2015

350.000 to 31January2017

Class M Shares

PLN 38,00

Goalnot acheved Not applicable

350.000

Class O Shares Not applicable

Goalnot acheved

Forecasted Costs Connected with Incentive Sche-
mes Introduced

Costs connected with employee incentive schemes based
on the issue of Eurocash S.A. (the "Company’) shares are
calculated bythe Companythroughouttherightsacquisition
period and depreciated monthly. The fair value of options
IS established on the basis of the Black-Scholes-Merton
model.

price at the close of the trading session on WSE as at the
valuation date.

In 2016, no cost related to the valuation of Incentive
schemes was observed, while In 2015 such costs amounted
to PLN 1,013 ,543.00.
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6.7. KEY FEATURES OF

INTERNAL CONTROL AND RISK
MANAGEMENT SYSTEMS APPLIED
BY THE COMPANY IN DRAFTING
FINANCIAL STATEMENTS

The Management Board of the Controlling Entity
IS responsible for the Group's internal control system
and Iits effectiveness in the process of drafting financial
statements and periodical reports drawn up and published
In accordance with the stipulations set forth in the Decree
datedFebruary19,2009oncurrentandperiodicalinformation
submitted by issuers of securities and on terms on which
information required under the provisions of law of a country
not being a member country is recognized as equivalent.

The Management Board of the Controlling Entity
IS responsible for mapping out and following the risk
Mmanagement policy. To ensure that these duties are carried
out,theManagementBoardappointedtheRiskManagement
Team which Is responsible for developing and monitoring
the risk management policy. The Team regularly submits
reports on its work progress to the Management Board.

The Risk Management Team was appointed to identity
and analyze risks related to the Group's operations
and to establish adequate risk controls and risk limits
as well as to monitor deviations noted from the limits. The
riIsk management policy and system are reviewed on a
regular basis so that they reflect ongoing changes in market

conditions and the Group's operations. The Group strives
to achieve a disciplined and constructive control of the
environmentwhere every employee would understandtheir
roles and duties through skills (qualifications) enhancement
and an application of standards and procedures
by the Group.

The Financial Department of the Controlling Entity headed
by the Financial Directorisin charge of drafting consolidated
financial statements and periodical reports of the Group.
Financial data which is the basis for consolidated financial
statements and periodical reports are sourced from
monthly financial and management reporting applied
by the Group's member companies. After each calendar
month Is closed for accounting purposes, middle
and top management jointly analyzes the companies
financialperformance against relevant budget assumptions.

One of the basic elements of control In the process
of drafting consolidated financial statements is the review
of consolidated financial statements by an independent
auditor. The auditor's primary task is to review the semi-
annual financial statements and carry out a preliminary
and basic examination of the consolidated annual
statements. The independent auditor is elected by the
Company's Supervisory Board. The audited financial
statementsareforwardedtothemembersofthe Supervisory
Board of the Controlling Entity for the review of the Group's
financial statements.

Internal control exercised by the Internal Audit Department
of the Controlling Entity is an important element of
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risk management in the process of drafting financial
statements. Duties of the Department Iinclude
the Implementation of the risk management policy
and procedures. The Internal Audit Department carries
out both scheduled audits as well as ad hoc checks
on procedures.

The annual program of the planned Internal audits
s developed on the basis of the risk assessment
of business processes carried out by the Internal Audit
Director in cooperation with the Management Board of the
Controlling Entity. The planned audits are supplemented
by ad hoc audits carried out at the request of the
Management Board of the Controlling Entity as
well as review audits concerning recommendations
for enhanced control mechanisms across the Group.

The Company conducts an annual review of both business
strategy and plans. The budgeting process Is supported
by the Group’'s middle and top management. The budget
and business plan drafted for the subsequent year Is
adopted by the Management Board of the Controlling Entity
and approved by the Supervisory Board. During the year,
the Management Board of the Controlling Entity analyses
financial performance against budget adopted in line with
the Group's adopted accounting policy.

The Management Board of the Controlling Entity
systematically evaluates the quality of Iinternal control
and risk management systems in relation to the process
of drafting consolidated financial statements. In line with
such evaluation, the Management Board of the Controlling
Entity declared that as at December 31, 2015 no weaknesses

existed which could have a material adverse effect on the
effectiveness of internal controls as far as financial reporting
IS concerned.
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7.1 ACCURACY AND RELIABILITY
OF REPORTS PRESENTED

Members of the Management Board of Eurocash SA.
represent that - to their best knowledge;

- the consolidated annual financial statements for the
Eurocash S.A. capital group and comparative data were
drawn up In accordance with the applicable accounting
principles and give, diligent, and transparent view of the
economic and financial position of the Eurocash Group and
of its financial performance for 2016

- the report of the Management Board on business
operations of Eurocash Group in 2016 contains a true view
of the development, achievements, and the position of
Eurocash Group, including the discussion of main risks and
threats.

7.2 APPOINTMENT OF ENTITY
QUALIFIED TO AUDIT FINANCIAL
STATEMENTS

The members of the Management Board of Eurocash
S.A represent that KPMG Audyt Sp. z 0.0. sp.k., the entity
qualified to audit financial statements which audited the
annual consolidated financial statements of the Eurocash
Group was appointed in line with the applicable laws
and regulations. The entity and the auditors involved met
the criteria to formulate an impartial and independent
opinion on the audit of the annual consolidated financial
reports in line with the applicable provisions of law and
professional standards.
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APPENDIX A: FINANCIAL RATIOS DEFINITIONS

GROSS PROFIT MARGIN ON SALES: ratio of gross sales margin to net sales revenues
EBITDA MARGIN: ratio of EBITDA (operating profit plus depreciation) to net sales revenues
OPERATING PROFIT MARGIN: ratio of operating profit (EBIT) to net sales revenue

NET PROFIT MARGIN ON SALES: ratio of net profit to net sales revenue

INVENTORIES TURNOVER: the ratio of balance of stock at the end of period to net sales for period multiplied by the
number of days in the period

TRADE RECEIVABLES TURNOVER: the ratio of balance of trade receivables at the end of period to net sales for period
multiplied be the number of days in the period

TRADE LIABILITIES TURNOVER: the ratio of balance of trade liabilities at end of period to costs of goods sold for period
multiplied by the number of days in the period

OPERATING CYCLE: the sum of stock turnover and receivables turnover

CASH CONVERSION CYCLE: the difference between operating cycle and liabilities turnover
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SIGNATURES OF MANAGEMENT BOARD MEMBERS

Position Name and surname Date Signhature
President of the Management Board Luis Amaral 15th March 2017
Member of the Management Rui Amaral 15" March 2017

Board Chief Executive Officer

Member of the Management Board Arnaldo Guerreiro 15" March 2017
Member of the Management Board Pedro Martinho 15" March 2017
Member of the Management Board Katarzyna

Human Resources Director Kopaczewska 15" March 2017

Member of the Management
Board Financial Director Jacek Owczarek 15" March 2017

Member of the Management Board Przemystaw Cias 15" March 2017
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PART B

NON-FINANCIAL REPORT
- CORPORATE SOCIAL RESPONSIBILITY

KOMORNIKI, March 15th, 2017
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_ CORPORATE SOCIAL RESPONSIBILITY STRATEGY .

1.1. STRATEGY

Eurocash Group Is the largest Polish company in the field
of wholesale distribution of food products and marketing
support for independent Polish entrepreneurs in the retall
business. The management of Eurocash Group aims,
through its activities, to reach sustainable development of
the business of the Group and its clients. The underlying
objective of Eurocash Group Is to ensure competitive
advantage to independent retail in Poland, to offer added
valueforourcustomers,andtoincreasereturnoninvestment
for the Group shareholders.

The Group Implement its strategy by:

meeting the customers needs by supplying various
distribution formats and forms of cooperation, and by
providing the customers with the expected level of quality
and service

«Creating sustainable competitive advantage of the Group
using the economies of scale

«systematic cost optimization and operations integration In
all business units within the Group

The development of Eurocash Group is a response to the
needs of the customers operating Iin the traditional retail
market. Having acquired the best businesses In those
distribution formats where the Group had not operated at
all operated to a limited extent, we significantly expanded
our customer base as well as the forms of collaboration we
offer.

The strategy of Eurocash Group assumes further organic
growthineachdistributionformat, combinedwith continued
acquisitions of the best players in their respective segments
of wholesale and franchise chains. Such transactions
allow us to achieve the synergies of scale relatively fast,
which translates into better trading conditions for Eurocash
customers, and reinforced competitive power and market
position for the Group.

1.2 MISSION

Eurocash aspires to be the leading Food and FMCG
distributor in Poland. Through combination of our business
know-how with the entrepreneurship of our clients and
employees, we want to maximize our share in daily need
products for the consumers Iin the countries where we
operate.
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1.3. VALUES

Responsibility

Each of us has precisely set business objectives, and Is
responsible for achieving them. Through effective use of
all means available, we aim at meeting the challenges.
Therefore, we all contribute to the Group growth and to the
iIncrease of its generated profit.

Accountability

We believe we are masters of our destiny; the challengeswe
face are only an opportunity to test ourselves and to apply
new solutions and make improvements. We believe In the
360 philosophy, where each of us Is assessed both by our
superiors and by peers, subordinates, and internal clients.

Teamwork

In such a complex and dynamically growing organization
as Eurocash Group, results may be achieved only though
effective cooperation, ability to adjust to the changing
environment, and strong motivation of all employees.
Dynamic action, creativity and the synergies of teamwork
help us achieve goals that bring satisfaction to both the
whole company and the individual employee.

Transparency

InEurocashGroupwefollowhighethicalstandardswhenever
dealing with employees, customers and suppliers. Each of
us shallactinaccordance with the law and fair practices, and
respect all entities and persons with whom we do business.
We comply with the rules of corporate governance of public

companies, and information on the company actions and
results Is fully available.

Profit sharing

When Eurocash Group achieves the goals set, employees
also have their share in the profit. Each of us is evaluated on
the basis of our achievements - those with best results are
rewarded higher than others. Courage in decision making,
flexibility, effectiveness-increasing attitude and undertaking
ambitious challenges are all highly valued.

Client service attitude

We believe that only by meeting and exceeding our clients'’
expectations we may grow and generate profit. Eurocash
Group priority is and always will be to fulfilour clients’ needs
and to introduce solutions enhancing their competitiveness,
owingtowhich ourclients canreinforce theirmarket position
and increase their profitability.

Work enjoyment

In Eurocash Group we care about being an attractive
employer. We achieve that by justly rewarding achieved
results. It I1s also very important, that our employees gain
satisfaction and pleasure from overcoming challenges set
before them. The work environment in Eurocash Group in
informal, enabling development and gaining experience in
an exciting environment, full of passion and energy.
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Entrepreneurial spirit

Entrepreneurship is in our DNA. We believe that in each of
us there Is a soul of an entrepreneur and, when properly
motivated, it allows us to reach the impossible.

We actively analyse our environment to identify the
opportunities for developing our customers and our
businesses. We innovate and consciously chose to takerrisk,
believing that it would allow us to be the number one.

1.4. SUSTAINABLE DEVELOPMENT
AND STAKEHOLDERS OF
EUROCASH GROUP

Eurocash Group is a leading, in regards to sales value, active
distributor of food and drinks for independent retailers
in Poland. Through its activities, the Group strives for
sustainable development, Iincluding social prosperity
and health, and takes into account the expectations of
stakeholders, while adhering to the law and international
conduct standards.

In realizing its strategy of supporting competitiveness
of independent store in Poland, the Group identifies the
iInfluence on a series of stakeholders, mostly on:

+ Clients

» Suppliers

+ Employees

+ Soclety

+ Environment
+ Shareholders
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EFEurocash Group cooperates with a number of app. 79
thousands customer selling FMCG products and with 1 820
producers. As a partner of such a large number of entities
Group createsanimportant part of the supply chain of FMCG
products throughout the country.

Producers in cooperation with the Group benefits from the
efficient distribution of their products through a network
of the Group’'s customers, both In major cities and low-
populated towns. Through this collaboration, the producers
have may concentrate on the production process and brand
awareness building, and at the same time avoid investment
iInto own logistics system. Cost-effectiveness of Eurocash
Group distribution is achieved through the use of logistics
infrastructure to service many manufacturers at the same
time regardless of the size of the order of selected by client
products.

On the other hand, clients by cooperation with the Group
benefit from economy of scale, negotiation position and
marketing support what they could not achieve acting
alone. Thanks to the various distribution formats, and also
offer of a number well-developed franchise and parthership
systems, the Group’'s customers have the opportunity to
select a dedicated offer corresponding to the individual
needs of consumers in their local market. Economy of scale
of Eurocash Group at the end translates into possibility of
usage a logistic system and the ,know-how" by thousands

stores and Is at a comparable or even higher level than In
the large-format retail chains.

With strong position of such a model of food distribution,
entrepreneurship In the retall trade In Poland remains
relatively higher in comparison to the European average.
Despite decreasing number of stores recent years, small-
format stores still have relevant importance and its market
share In retall FMCG distribution reaches 39%.
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Chart 1. Eurocash Group: Sales realized by New Projects and Project Fresh (PLN m)

2.1. INVESTMENT INTO NEW
PROJECTS 800 -

520
500 -
The Eurocash Group, aiming to ensure long-term 380
" . . . L 400 -
competitiveness for its clients in the area of distributing
fast moving consumer goods, made the decision to invest 300 -
N new projects, which aim to ensure that the independent 200 - 157
entrepreneurs In Poland competitive advantage,
. . . . 100 -
porofessionality and enable generational succession. The - -
long-term target of these activities is transforming many O - -
retail stores often managed by one person, into professional 2015 2016 2017E
retall establishment, conducting business in many retail B New Projects Fresh Project 4 Total
formats. An example of these research activities, are,among
others, projects: Faktoria Win, Duzy Ben, 1 minute, Kontigo,
2015 2016 2017E

abc na kotach and the fresh product distribution project

(Projekt Fresh). In 2016, the influence of the projects on the v | | |
EBITDA of Eurocash Group amounted to PLN -39 m, and in -10 -
_20 u |
-20

2017theincomeisestimatedat PLN-52mEBITDA, excluding
the Faktoria Win project, which successfully influenced the

rebuilding the wine category in independent small format ~30 -
stores in Poland. The Faktoria Win project, should achieve a ~40 -
positive result on the EBITDA level in 2017. . -39
_5 i
-60 - ~52

B New Projects Fresh Project Total

Chart 2. Eurocash Group: EBITDA realized by New Projects and Project Fresh (PLN m)
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2.2. EUROCASH SKILLS ACADEMY

In 2016 a new, developed Eurocash Skills Academy has
begunitsactivities - it'sthe first comprehensive qualification
raising program in Poland, aimed at owners and employees
of Independent retail stores. A conference was organized in
the framework of this project, which took place at the PGE
Nationalstadium.Thelistofparticipantsincludednearly5000
owners and employees of franchise and partnership stores:;
abc, Delikatesy Centrum, Euro-Sklep, Gama, Groszek and
Lewiatan. The participantstook partinaseries of lectures led
by Eurocash Group experts and Academy partners - leading
partners from FMCG companies and research institutions.

The Eurocash Skills Academy is a unique at a national scale
training project which aims to expand knowledge regarding
managing retail grocery stores, on the basis of changing
trends in the FMCG market. The Academy was created In
2010 and since then educates owners and employees of
stores on topics tied to managing a retail store in Polish
market realities.

In realizing this project, the Group set itself three targets:

+ giving partners access to current expert and specialist
knowledge,

» ensuring the possibility of using modern education forms
and methods and

» supporting an ongoing exchange of experiences.

The Eurocash Skills Academy Is based on three pillars:

- an interactive education platform,
» workshops and
» conferences.

Education platform available at
www.akademiaeurocash.com.pl. The new version of the
service gives the user unlimited online access to multiple
e-learning trainings tailored for the needs of grocery stores.
The multimedia trainings available on the platform tie
together lectures with practical uses for the knowledge
gained. With the use of personalized service the users will
also be able to register for workshops taking place in all of
Poland and download materials from conferences.

Workshops Is the practical part of the training program
realized bythe Eurocash SkillAcademy. The participantstake
part in trainings, such as "Personnel management’, "Grocery
store employee” and "Losses In a grocery store’. Monthly
newsletters with interesting facts from the market and
expert opinions serve as a supplement of that knowledge.

Substantive conferencesare ameeting placeforthousands
of entrepreneurs from all of Poland during which the
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participants receive information necessary to run a store
and current market knowledge. These meetings are an
opportunity to broaden the knowledge on managing stores
and to exchange experience. Taking place during the
conference are alsoworkshops, consultationsand meetings
with market experts from Poland and the world.

The Eurocash Skills Academy operates under the
patronage of the Main School of Economics, the Polish
Chamber of Commerce, Polish Franchiser Organization,
Franchsing.pl and the Retall Learning Institute. Media
patronagefortheAcademyissuppliedbyPoradnikHandlowy.
Partners of the academy are: Carlsberg, CEDC, Coca-Cola
HBC, Colian, EWedel, McCormick, Rybhand and Spomlek

Thanrs to the Academy Eurocash Group Is able to supply
the Clients with rRnowledge on modern standards which will
allows them to strengthen their position in the independent
retail marret in Poland and beat their competitors.

2.3 COMPLAINTS AND
RESOLVING DISPUTES

Direct clients have the ability to register complaints with the
dedicated Customer Service Centerwhich is responsible for
transferring information to the appropriate department and
finding solutions. At the same time, Eurocash Group makes

the necessary effort, so the products being delivered are
fresh and of highest quality.

2.4 BUSINESS SUPPORT

Direct clients can count on Iindividual support from
experienced Eurocash Group employees. In particular,
Franchisees are ensured the support of experienced
Client Advisors, IT staff and Sales Representatives. Clients
have the ability to use a dedicated marketing strategy
and promotional campaigns, encompassing promotional
brochures, thematic catalogues, Own Brand Dobry Wybor!
(Good Choicel) catalogues and loyalty programs.

2.5 COMMUNICATION AND
DIALOGUE

Clientshave accesstoaseries oftools used to communicate
with the Eurocash Group, first and foremost via the internet:
e-platforms, internal message boards, dedicated websites.
The clients also have the possibility of contacting Eurocash
by phone, e-mail and personal. Meeting with Eurocash
Group managers are organized cyclically.

In order to tallor strategies to the everchanging market
environment, Eurocash Group conducts marketing research
among Iits clients - most importantly satisfaction level
studies and Mystery Shopper studies in franchise stores.
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2.6 BUSINESS RELATED CONTRACTS

FEurocash Group negotiated a series of dedicated propositions
for its direct clients, which are an optional supplement to the
offers of franchise networks of the Eurocash Group. In the
framework of this activity, the clients can utilize preferential
conditions for the supply of, among others, energy,
telecommunication services, cars, lighting and Insurance
policies.
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3. EMPLOYEES

3 . 1 E M PLOYM E NT STRU CTU R E Employment structure by education 2016 2015
Basic 20% 20%
The employees have an invaluable influence on the shape Professional 63% 63%
and functioning of the Eurocash Group. The Group's financial Secondary 16% 7%
result Is largely reliant on their engagement and attitude. Higher o o

Creatinghumanand intellectualcapitalisanintangible asset
of the company. As of 31.12.2016 Eurocash Group (excluding
acquired in December 2016 companies) employed 11 966

Table 3 Employment structure by education in Eurocash Group as of 31.12.2016

people In comparison to 11 622 at the end of 2015. The Employment structure by age 2016 2015
employmentstructureinbygenderdivisionoftheemployees under 31 years 24% 39%
and management, education and age has been presented ) )
31-40 years 39% 397
pbelow.
over 40 years 277 2576
Employment structure by gender 2016 2015 Table 4 Employment structure by age in Eurocash Group as of 31.12.2016
wWomen 39% 3067
Men 617% 647 Employment rotation 2016 2015
Table 1 Employment structure by gender in Eurocash Group as of 31.12.2016 number of hired employees 4032 4352
number of employees who ceased employment 4191 4432
Management structure by gender 2016 2015 net result -150 _80
women 377% 377% Table 5 Employment rotation level in the period from 01.01.2016 to 31.12.2016
Men 63% 037

“The above data does not take into account employment structures in companies take over at the turn of 2016

Table 2 Management structure by gender in Eurocash Group as of 31.12.2016 and 2017 ie.. FHC-2 i Madas, Polska Dystrybucja Alkoholi and EKO Holding.
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3.2 WORKPLACE HEALTH
AND SAFETY

A)HEALTH AND SAFETY DEPARTMENT REPORT

Health and Safety in Eurocash Group in most of all a system,
theaimofwhichispreventativesecurityandworkenvironment
monitoring all persons employed at the Eurostar Group. The
Group employees specialized professional, whose task it is
to, among others: increase awareness of security and work
safety Iin the employees everyday lives, and their loved
ones. The activities conducted by them, focused on, among
others:

«conducting periodical work and safety trainings

«spreading knowledge and increasing skills from the range
of giving first aid

«conducting activities in the area of fire safety

Amount of accidents 2016 2015
at work 221 2273
on the way to work 49 40

Table 6 Amount of accidents

Workplace Health and Safety trainings 2016 2015
periodical 4529 3594
7% of all employed 38% 31%
first aid 745 1373
7% of all employed 6% 127
hand trucks 490 744
% of all employed 4% A

Table 7 Trainings carried out in the framework of Workplace Health and Safety

3.3 EUROCASH FOUNDATION:
SCHOLARSHIPS

FEurocash Group developed its scholarship programs, the
aim of which is supporting gifted children of employees and
clients of the Group, in gaining knowledge and developing
their talents. In 2016, 136 children in total took advantage of
these scholarships, including 50 children of Eurocash Group
employees, and 86 children of people employed by Group
franchisees.
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3.4. TRAININGS

A) DEVELOPMENT AND EMPLOYEE TRAINING POSSIBILITIES

In caring the development of employee skills, Eurocash
Group adopted a Policy of Development and Employee
Trainings, adhering to basic rules:

+ development in the workplace

» taking part in trainings and conferences

- financing education

- certifications and permits (IT, BHP permits etc.)
» learning foreign languages

In accordance with the adopted policy, an initial analysis
of individual and group development / training needs Is
conducted during the budgeting process (August-October)
of each year. The results of this analysis, are the basis of
preparing a budget for development activity in the next year.
Detailed plans of development/trainings (individual and
group), regarding the next year, are accepted afterthe yearly
employment process is finished for the current year. The
development needs reported after that time, are realized
as far as the budget allows, in accordance with priorities of
individual business units.

In order to effectively realize the employee development
program Eurocash Group introduces a multi-step division
of responsibility, in which appropriate roles are assigned.

Employee Role

» taking responsibility for their own development: question
about feedback, conversations with superiors about their
skills and development needs, proposing development
solutions

- taking part In development/training programs In
accordance with a set plan

+ using gained skills and knowledge in practice

» travel arrangements when taking part in an open training
/ conference

Supervisor Role

- Identifying development needs of an Employee In
accordance with the needs of the company/position or
planned development path of the Employee

- verification of the Employee's progress in development
and communicating feedback during 1on1 meetings and
yearly review

+ giving Employee support during the learning process and
using new skills in practice

\ /=
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Personnel Department Role

» advisory In regards to choosing appropriate development
methods

- looking for suppliers and development programs fulfilling
the reported needs

» reporting and registering employee participation in open
programs

» reserving accommodations in case of open trainings,
conferences

+ organizing  group
accommodation)

» supporting the Supervisor in the Employee evaluation
Process

programs  (including  travel,

DETAILED DESCRIPTION OF RULES

1. WORKPLACE DEVELOPMENT

A. Developing skills “in the workplace’ is one of the most
effective learning methods, following the rule that adults
learn the quickest by doing

B.Eurocash Group strives to ensure the Employee's
development possibilities Iin the workplace, mainly
through:

- the possibility of realizing ambitious tasks In the
framework of their positions

» rotation in work positions and moving in the framework
of other business units

+ taking part in project group activities

+ coaching and supervisor support

2. TAKING PART IN TRAININGS AND CONFERENCES

A. Eurocash Group ensures the possibility of taking part
in trainings and conferences for all Employees in the
Company on the basis of the employment contract, after
finishing the three month trial period.

B. Taking part in a development program for the Employee
employed for a trial period, replacement contract and
civil-legal contract requires the consent of the Personnel
Director of the Eurocash Group.

C. Confirming the Employee’s participation in a training/
conference an e-mail submission to the Personnel
Department, no later than 5 days before the training/
conference starts.

3. EDUCATION FUNDING

A. Firma, na wniosek Pracownika, moze dofinansowac
rozne formy edukacji. Firma nie dofinansowuje
studiow/programow edukacyjnych, ktore koncza sie
przygotowaniem pracy dyplomowe] | egzaminem
dyplomowym (gtownie dotyczy to ww. trybu zakonczenia
edukacji na studiach licencjackich, magisterskich,
podyplomowych, MBA).

4. CERTIFICATIONSAND PERMITS(IT,HEALTHAND SAFETY PERMITS,ETC.)

A. The Employer cover the certifications costs for
employees, and the costs of them obtaining the required
permits, In cases where the necessity of obtaining a
certificate/permit stems from the range of tasks of their
current position.
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C. Verification of progress in learning a foreign language

B. In cases of facultative certifications/permit, which is made on the basis of the results of test organized at the
are obtained as a result of the Employees INitiative, the end of every school year by the [anguage school chosen
Employer will make a separate decision on reimbursing by the Employer.
- compliance with requirements of the position D. In case the required progress Is not achieved, the
compliance with the training program for the year Employer can halt the subsidy.
- Employee evaluation - required vyearly review at
performerortop performerlevel, and positive Supervisor B) TRAINING STATISTICS
opinion 2016 2015

- Individualcontribution and initiative of the Employee into
preparing for the certification and gaining permits

Sales and customer service

Technical and product trainings

5. Learning foreign languages Managerial skill
Total
A. Learning foreign languages will be reimbursed by the % of all employed

Employer in the following cases:

Table 8 Eurocash Group employee trainings

- one of the requirements for the work position is ongoing

contact with foreigners CILIBRARY
- the Employee's knowledge of the foreign language Is Keeping in mind the willingness to expand the employees
not sufficient to ensure free contact with a foreigner knowledge, Eurocash Group conducts and constantly
- The Employee achieved a satisfying result in a language updates a library encompassing many areas useful in
testinthe previousyear(applies to people which already everydaywork.Eachemployee, regardlessoftheirworkplace,
use the subsidy system) can report their willingness to rent a certain book to the
Personnel Department, after which the book is immediately
B. The decisionto grant subsidyforagivenyear itsamount  transferred to the employee by internal post. A list of titles
and form of classes Is made by the Managerial Stafft  gnd their availability can be checked at any moment on the
Development Manager. internal employee portal.
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Books type Amount - playing” as Company, on team, for one goal,

=conomy and Business / . clearly defining, what is expected of the employee,

Foreign language books 65

psychology handbook - regular mee’qngs betwgen thg superior and employees
concerning their progress in achieving targets

Encyclopedias and Guides 32

T - - the employees taking part responsibility for defining the
method of achieving targets

Others 20

Marketing 10 + work method, in which managers help their employees

L and give them reqgular feedback
Dictionaries 9
Total 273 - reliable performance evaluation on the basis of clear

criteria and feedback obtained during the whole year

Table 9 Types of books in the Eurocash Library and their amount

The Performance Evaluation Process is comprised of the
following stages:

1. Setting targets - defining targets for the current calendar

3.5 PERFORMANCE MANAGEMENT  vear

POLICY 2. 1onimeetings - supervisor feedback forthe employee,

IN regards to realizing aims and return - feedback from the
The realization of the Eurocash Group's strategy requires employees forthe superior. These meeting aimto define the
engagement from all employees. The managerial staff and expectations for each employee, foster their development,
employees of central departments are encompassed by a allow to evaluate the status of target fulfillment. It Is
performance management, on an annual basis. recommend that these meetings occurat least 1 perquarter.
Managing Performance is a management method allowing 3. Yearly employee evaluation, a part of which is a 360
the company strategy to be realized by translating it to aims evaluation - an evaluation of the level of fulfillment of
and daily practices of managers and employees. To put it targets set for the employee for the previous calendar year,
simply: achievements and work skills.
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In the framework of the 360 evaluation, the employees
receive feedback regarding the skill not only from their
supervisor, but also from their subordinates and employees
in parallel positons. Thanks to that, they can recognize areas
in which they can improve their skill, and therefore develop
faster.

3.6 CAREER PATHS

A) MANAGERIAL PROGRAMS

In order to enable quick development of talented, ambitious
and competitive students and alumni, Eurocash Group
manages two managerial programs - Management Trainee
(MT)and Sales&OperationsTrainee(SOT).Bothmanagement
programs aim to educate managerial staff able to conduct
complicatedprojectsindifferentdepartmentsoftheEurocash
Group. The second one aims to trainee a staff specializing
mostly In sales and logistics.

Eachpersonjoiningthe Management Trainee program, goes
through an intensive 3 month training in different Euorcash
Groups departments and locations. The next stage is ar
internship in two different departments, 6 months in each.
Afterfinishingtheinternship, the employee assumesaJunior
Manager position in a chosen Eurocash Group Department,
retaining the ability for further development and to take over
key positions in the company, in the next few years.

2016 2015

360 evaluation

Number of participants

% of all employed

Table 10 Amount of people which took part in 360 Evaluation

Trainee program, the participants develop the skill working
after an initial training as Sales Representatives and Client
Advisorsinthelargest Eurocashbusinessunits,aafteraround
2 years, they assume Regional Sales Manager positions.
The target position after finishing the SOT program is the
Regional Operations Director.

2016 2015

Participating in managerial programs

Amount od participants

Table 11 Amount of people which participated in Eurocash Group Managerial Programs
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B) SUMMER INTERNSHIP PROGRAM

Eurocash Group invests in the development of youth
studying at higher learning institutions in Poland, giving
them the ability to take part in a paild Summer Internship
Program in the vacation period, i.e. free of university classes.
The internship is intended for students at any point in thelr
studies, ofany major,whowantto learnand develop,an most
of all, characterized by curiosity, openness, commitment,
motivation and courage.

Therecruitment forthe programis usually conducted onthe
turn of March and April. People who qualify for the program
after a short internal turning and integration, have the ability
to take part in a 2-3 month internship in a chosen Eurocash
Group department.

Participating in the summer intership program 2016 2015

Amount od participants 23 20

Table 12 Amount of people which participated in the Eurocash Summer
Internship Program

C)INTERNAL RECRUITMENT

Eurocash Group regularly makes information available on
currently conducted recruitment processes. Thanks to that
the employees have the ability to apply for a position, which
should enable their further development. In the framework
of internalrecruitment, the employees can also recommend
their friends and loved ones.
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3.7 EMPLOYEE ENGAGEMENT SURVEY

In 2016 Eurocash Group has conducted Employee Engagement Survey for the first time. During the Survey employees can
share their opinions, feeling and needs Iin regards to their work environment. The Survey has been carried out in complete
confidentiality, and its results were gathered and analyzed by a company specialized in this type of survey- Aon Hewitt. After
finishing the study, Eurocash Management, along with their employees, determined actions which enable the creation of a
friendly work environment, enable further development and an increase in commitment in the employees. The responsibility
to take action and make decisions on the basis of study results has been divided between 3 parties, which were assigned
different roles in the process of building high Employee commitment;

- Management -whose rolesis to remove barriers, which currently hinder the building of high commitment
and planning group-wide Initiatives.

+ Personnel Department (Management and Trainers) —whose roles Is to furnish the managers with
knowledge and skills in the area of communicating results and planning actions.

- Managers -whose largest roles in engaging their people, because they're in the closest contact with
their people and can most effectively choose and implement actions on the basis of study results.
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3.8 INTERNAL COMMUNICATION

To better recognize the needs of employees, Eurocash Group conducts widely understood dialogue with employees.
Communication channel with employees are;

- Twitter and Facebook,

- Employee portal, which contains the most important and newest information related to life “inside” the company. It also

contains the “Idea Box" — a place which the employees can present and comment on ideas for changes inside the company
- the best ones will be realized.

+ EUROpress - aninternalpublication with information regarding current events, presenting employees of individualbusiness
units. The average circulation of the magazine amounted to 10 500 in 2016.

» Traditional channels - message boards, posters

+ Online chat with Management Board - allowing to ask questions and opinion share
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3.9 MOTIVATION AND INTEGRATION

In 2016, Eurocash Group used the below tools and
methods of hon-fiscal motivation for employees:

+ Eurocash Group gift cards - modern tool allowing to make
holiday purchases in grocery stores. In 2016 nearly 11 043 gift
cards were issued to employees of the Group.

+ Christmas packages -in the Christmas period, the children
of the employees receive gifts of candy from the Eurocash
Group. In 2016, 7 444 packages were given out

» Family picnics - an important element of holiday meeting
of the employees and their families. They occur each year In
13 locations in all of Poland. In 2016, 22 755 people took part
iNn the picnics (employees and their families). The picnics are a
lot of fun for the kids and the adults.

 Art contest -. each, a contest is organized for the children of
employees, which gives them the ability to exhibit thelir ideas
and interpretation of a subject chosen by them. The best works
are rewarded with prizes. In 2016 over 320 drawn works were
submitted for the contest.

 Ticketdrawing-eachmonth,ticketsare drawnforinteresting
events in Poland. Independently from the location, in which
employeeworksand/orlives, theycantake partinthe drawing,
and along with an accompanying person, take part in a given
even for which they drawn tickets. In 2016, 44 drawings were

organized, to which over 24 500 applications were sent.

- Holiday parties - each year, in all of Poland, holiday parties
are organized for Christmas and New Year. It is a possibility, to
spend time in holiday atmosphere, thank each forayear's hard
work, and meet colleagues from other cities and locations.

 Private medical care - all Eurocash Group employees have
the ability to buy, on preferential terms, a medical package
from of the companies offering private healthcare services.

- Services for employees - Eurocash Group offer a package
of various services In the framework of employee social
support. Eurocash also supports athletically gifted children,
which require subsidies for sports camps, which are key to
shape young talents. In 2016, 497 children of Eurocash Group
employees took advantage of summer camps.

An important element of social activity Is granting non-
refundable financial subsidies, Christmas vouchers for
employees and packages for children.

» Fitness Cards - Eurocash Group in cooperation with external
partner, provides the employees, on favorable terms, cards
whichallowthemaccesstodifferentathleticand entertainment
institutions in the whole country. In 2016, 1 695 people took
advantage of these cards.
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3.10 EMPLOYEE RIGHTS

A)ANTIMOBBING POLICY

Eurocash Group assumed an Internal Antimobbing Policy,
which sets the rules for counteracting mobbing in the Group.
Eurocash Group Management counteracts mobbing and does
not tolerate any actions and behaviors which show signs of
mobbing. Thepolicydefines, indetail, themethodforsubmitting
mobbing complaints by the employees, as well as the mode
of explaining and handling complaints. Being familiar with and
utilizing the Policy is the obligation of every Eurocash Group
employee. The Eurocash Personnel Director is responsible for
supervising and realizing those policies.

B) TRUST LINE

Each day, sever thousand Eurocash Group employees works
honestly andreliably to realize theirand the company s targets.
However, it Is possible, that individuals can put their own gains
over the team's or act against the ethical and moral code,
ignoring the effort and reliability of their colleagues. To quickly
identify these situations and react appropriately (and eliminate
such incidents in time), the Group launched a companywide
Trust Line.

The Trust Line Is used to report cases of:

- Theft

- Fraud

+ Infringing on company Policies
- Mobbing

- Sexual harassment

- Other unethical conduct

Cases of abuse can be reported to a dedicated phone number,
which s a attended by a dedicated employee on each Monday
(10.00 - 12.00) and Thursday (14.00-16.00).

Atany othertime, the employees can leave avoice mailor send
a text message to that same number, or send an e-mailto linia.

zaufania@eurocash.pl or by traditional mail, by writing Trust
Lineonthe envelope (address: Wisniowa 11, 62-052 Komorniki).
Anynoticedabusecanreporteddirectly, withoutpriorexhaustion
of formal methods. Accepted are hamed and anonymous
reports (in case named reports, each case will exhaustively
iInvestigated, in case of anonymous reports - the investigation
will be decided by an Audit). If the report contains contact
data of the person reporting, the reported will be constantly
updated on the case’'s development. Eurocash Group ensures
complete confidentiality.

C) DIVERSITY IN THE WORKPLACE

The Eurocash Groups employees every person, regardless of
their age, gender, nationality, ethnicity, race, creed, disability,
sexual orientation and political views. The Group does not
tolerate any actions and behaviors which bear the sings of any
type of discrimination of another employee, contractor or third

party.
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3.11 CODE OF ETHICS

To ensure a high standard of work ethics and transparent
business relations, Eurocash Group introduced ethical rules
and standard, which apply to all Eurocash Group employees.
These rules are complementary to Polish law, to whicr
Eurocash Group adheres. Eurocash Group assumes, that all
of its employees conduct themselves in an ethical manner,
respecting Eurocahs Group values, and adopting the Code
of Ethics aims to define conduct standards required from all
Eurocash Group employees, inaclearandtransparent manner.
Adopting the Code of Ethics also aims to strengthen ethical
templates and create a work environment, which promotes
the values of the Eurocash Group.

1. PRACTICESWHICHBREACHTHE CODEOFETHICS
OF THE EUROCASH GROUP:

Bribes

Giving and taking bribes or other benefits, financial or non-
financial, is forbidden in the Eurocash Group. Making payments
(for legal or physical entities), which can be used for aims not
described on an invoice or on a contract is forbidden.

Gifts

Giving giftsis allowed only as a show of courtesy (notto achieve
any gains), cannot infringe on the law (f.ex. money, narcotic
drugs, pornoChartic materials and other illegal materials) and
have to be adequate to the occasion and appropriate (f.ex. a
small gadget, occasional Christmas gifts). Gifts can be given
only,whenitisinaccordancewith customs, generallyaccepted
practices and cannot infringe on anybody's dignity or common

decency. The maximal value of these gifts is 200 PLN gross.
Gifts which exceed that amount, are considered a material
gain, which is to be taxed and has to be settled with a PIT8C
form by the person receiving the gift. That document has to
be given to the person being given the gift along with the gift,
so that the receiving person can decline the gift.

Accepting gifts from by employees is forbidden. All gifts,
independent of format and occasion should be given over
to the Personnel Department. Offering a gift to an employee,
cannot influence their business decisions.

ltisforbiddentouseotherphysicalorlegalentitiestocircumvent
any of the above entries.

Conflict of interest

Business transactions have to be conducted with the best
interest of Eurocash Group In mind, while respecting rules of
transparency and equal treatment for contractors. A Eurocash
Group employee: cannot utilize any other business possibilities
for targets conflicting with the interests of the Eurocash Group,
cannot undertake any other form of employment, business
activity orinvestment, which can come in conflict with interests
of the Eurocash Group, cannot undertake any other form of
employment, business activity or investment, which would
make them unable, or would limit their ability to fulfill their
dutiestothe Eurocash Group, cannotusethefactthattheyarea
Eurocash Group employee to gain any additional benefits in an
iInappropriate manner, conflicting with common decency, their
duties, and the interests of the Eurocash Group, Is obligated
to disclose if their spouse, relative or any person related by
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way of remaining in contact with Eurocash Group employee
as a part of their business relations, is hired (this duty Is also
applicable in situations where the spouse, relative or related
person conduct individual economic activity, are shareholders
IN companies, or sit on the board of companies with which the
employee remains in business relations), cannot work to the
disadvantage of the company.

Each potential conflict of interest should be immediately
reported to a supervisor.

Labor law and discrimination
Eurocash Group operates in accordance with labor law,

Eurocash Group commits to support a workplace environment
free of discrimination, molestation and mobbing. The success
and promotion of individual employees are solely reliant upor
the evaluation of their skills and work effectiveness. Eurocasr
Group does not tolerate discrimination on the basis of gender,
creed, nationality, disablility, race, age, sexual orientation, legal
status, convictions and others. Molestation or mobbing are
forbidden in any form (verbal, physical and mental).

Decisions regarding recruitment are made solely on the basis
of the evaluation of ability, skill and aptitude of the employee,
necessary to start work in a certain position.

Each case of discrimination, molestation or mobbing should
be reported to a supervisor, or to HR. Each such case will be
iInvestigated, and appropriate remedial actions and workplace
consequences will be taken. A trust line has been made
available, wheretheemployeescanreportanyabuseoractions
not in accordance with the code of ethics.

Eurocash Group Property

No material or immaterial assets which are the property of
Eurocash Group cannot be usedforpurposesnotinaccordance
with the law, or used by the employees privately or for the
interests of third parties.

Finacial reporting

't Is forbidden to enter false data into the accounting books
or to present false date in order to enter it into the accounting
books.

</ \ >
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2. DUTY OF CONFIDENTIALITY

The employees are obligated to keep confidential any
information and confidential data regarding the employer,
as well as their contractors and clients, and especially, not
to reveal that data in any way, or transfer it to any parties.
Confidential information include: any company secrets, any
technical, technological, organizational data and any other
iInformation which carry economic worth, which is not widely
known. Confidential data, can be any other information which
IS not a company secret, but If revealed, can damage the
company.

3. RADING BONDS USING CONFIDENTIAL
INFORMATION

TheEurocashBoardadoptedanyproceduresregardinglimiting
access, use and revealing confidential data in the Eurocash
Group, limiting bonds trade issued by Eurocas S.A. (stocks
and bonds), is bonding to the management staff and all other
employeesandcooperatorsofthe Eurocash Group, whichhave
or can have access to confidential data, as understood by the
23 September 2005 financial instrument trade act (Dz. U. from
2005, No. 183. pos. 1538) and implementing regulations issued
on its basis ("Financial Instrument Trade Act").

To remain In accordance with these procedures, Eurocask
Group employees, which can have access to confidential
information, should, before completing a purchase or sale of
EFEurocash S.A. stocks or bonds, contact the Press Officer.

Moreover, before taking part in any meeting with investors or
stock market analysts, Eurocash employees should contact
the Press Officer.

4. RESPECTING THE CODE OF ETHICS IN THE EUROCASH
GROUP

Fach employee receives the Code of Ethics in Eurocash Group
when signing an employment contract and as an e-mail
reminder. Each employee Is obligated to adhere to Eurocash
Group Code of Ethics.

5.INFRINGING ON THE CODE OF ETHICS IN THE
EUROCASH GROUP

The employee should immediately inform their supervisor
or HR department about every case of infringement on
or suspected infringement upon the Code of Ethics in the
Eurocash Group. Also available is a trust line, to which any
abuse or actions Infringing on the Code of Ethics can be
reported. Each reported case will be Investigated and
appropriate remedial actions will be taken.
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4.1 ENVIRONMENTAL POLICY

Eurocash, as the wholesale distribution leader for FMCG
products for the polish market, taking into account the respect
for the natural environment, conducts its business, aiming to
minimize its influence on the environment.

Awareness of the importance of ecological topics, in relation
to the future development of the company, causes the
company's function to adhere to current rules and standards
for environmental protection and other local conditions, and
taking into account environmental aspects. In order to improve
the effects of environmental activity, the following targets have
been set:

- Adhering to any legal requirements and regulations in the
area of environmental protection and influence, which apply
to the activity being conducted

+ Systematic raising of ecological awareness among the
employees and outside the company, with particular focus
on separate collection of waste and recycling

+ Preventing environmental pollution, including reducing the
amount of waste and harmful emissions

- Rational usage of natural resources, including air, water,
energy and fuel

- Perfecting technology and logistic processes In such a
manner, that they are environment friendly and fulfill the

4.ENVIRONMENT

needs and requirements of current and future contractors,
as well as other parties

+ Preventing emergencies
» Creating proecological activity among suppliers and clients

The abovementioned targets, are tied to Eurocash’'s economic
activity. The Board commits itself to plan environmental
protection activities, supplying means to carry out these
activities, and to evaluate the effectiveness of the actions
undertaken.

The Management and all employees of Eurocash Group are
obligated identify themselves with the letter of the accepted
Environmental Policy and to realize the targets it sets.

</ \ X
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4.2 FOOD SAFETY SYSTEM

FEurocash S.A. functions on the basis of the Food Safety
Management System, which conforms to the ISO 220000:2005
standard. In October of 2016, the functioning system was
confirmed during another DEKRA certification audit, realized
during an audit attempt in 73 locations, and was finished
by obtaining a ISO 22000 certificate, in the area of storage,
distribution and wholesale of foodstuffs. To supervise and
improve the Food Safety Management System, internal audits
(200) were carried out in all Eurocash S.A. locations, taking into
account zero audits for newly opened wholesalers, as well
as Iintrocuding quarterly auditing for Distribution Centers. To
deepen the awareness of food safety in Eurocash S.A. units,
350 managers were trained. Since October of 216, Distributior
Centers In Piorunowo and Czeladz obtained an ecological
company certification, which confirm the adherence to the
requiredrulesregarding thedistribution ofecologicalproducts.

With the aim of delivering to the clients, safe Eurocash Own
Brand Dobry Wybor! (Good Choicel) of the highest and regular
quality, in 2016 1775 laboratory studies have been conducted.
Also effectively developed, was the qualification process for
suppliers, including the execution of 80 supplier audits on the
basis of the IFS 6 standard, as well as increasing supervision
over complaints from franchise stores. While introducing new
products, a sensory evaluation was carried out during 462
tasting, 725 product passports, 943 labels and 55 stickers were
approved.

In relation to increase in client requirements and expectations,
2 Gastronomy departments have been relocated to more
convenient locations - Plewiska and Sosnowiec. In the

framework food safety supervision 154 storage and loading
audits and 241 transport audits have been conducted during
deliveries to clients. 368 persons have been trained. Centers
In Btonie, Sosnowiec and Plewiska obtained, beside the |SO
22000 certificate, obtained a higher level IFS logistic certificate
N 2010.

To ensure high quality of fresh products the number of auditors
hasbeenincreased.In 2016 266 audits of fresh product supplier
have beenconducted, including:meat-109, fruitandvegetable
- 140, convenience - 51, fish - 6.

Quality and Food Safety 2016 2015

Food training safety

Quality reserches at laboratory

IFS audits of suppliers

Fresh products audits

Table 13 Food safety and quality
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4.3 WASTE MANAGEMENT

In 2016 segregated from the waste stream generated by
Eurocash were: 3419,88 Mg of waste paper and 1 217,15 Mg
of foil. In the framework of ecological education in Eurocash
S.A., Interseroh Package Recovery Organization S.A., delivered
packages tied to a given resource being recovered from
segregated was to three schools near our Distribution Centers
- Lublin, Sosnowiec, Lubon. The "Ecopacks” (“Ekopaki’) is a
series of education-entertainment boxes related to a certain
package. The project is mainly related to the idea of a closed
circulationoftheresources,andaimstoeducatedtheyoungest
generation, on the methods of utilizing a given material.

Waste selection (Mg) 2016 2015
Paper 3420 3457
Foil 1217 1111

Table 14 \¥aste selection

4.4 TRANSPORT OPTIMIZATION

InourGroup, we preparedandimplementedamodernlogistical
system enabling rational usage of means of transport, which
allowed the influence the traffic of trucks on the environment.
FEurocash Group constantly monitorstrafficroutes,andsetsnew
ones in a maximally optimal manner. The means of transport
carry products to multiple destinations at once, which allows
foroptimization of routes. Thankstothat, atruck operated by ar
external company, sent to a destination does make the returr
trip without a load. A transport service company has the ability
to optimally utilize trucks during the return trip, completing
orders from othercompanies. This policy allows forasignificant
reduction of exhaust being emitted into the environment.

Moreover, we constantly monitor the exhaust emitted during
the activity of the Eurocash Group's employees, by setting
fuel consumption limits for each personal vehicle, used for
business activity. The Fleet Management Department, in case
ofsignificantdeviationsfromsetstandards, takesactionsaiming
to identify and eliminate the problem, which contributes to
iIncreased fuel consumptions, and in relation to that, increased
exhaust emission into the environment.
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4.5. ENERGY CONSUMPTION AND
CO2 EMISSION

Energy consumption in Eurocash Group in 2016 amounted to
approx. 347 990 MWh (1 252 764 GJ). It comprised mainly with
electrical energy received from the power grid (66%), followed
by the burning of liquid and gas fuels in transportation (25%)
and the burning of gas, liquid and solid for heating purposes
Q%).

As a result of the aforementioned energy utilisation, approx.
99 841t CO2 was emitted to the atmopshere. Contribution of
electric power was 77%, transporta fuel 177% and the burning

of heating fuel 6%.
Consumption 2016
Energy 229 423 4.6.LED LIGHTING REPLACEMENT
CO2 emission 09 841

Table 15 Resource consumption . . . .
d P In 2016, Eurocash Group realized a project of lighting

replacement in Distribution Center and Cash & Carry

wholesalers for modern lighting equipped with LED bulbs.
The investment in the project, beside a beneficial influence on
the natural environment, will also bring economical savings to
the Group. The return period for the investment into lighting
replacement for a Distribution Center is estimated at between
2,510 4 years.
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5.1 LARGE FAMILY
ASSOCIATION

FEurocash Group and the 3+ Large Family Association (LFA),
the biggest organization in Poland bringing together large
families, signed in 2016 a long term cooperation agreement,
at a local and national level. The agreement Is supposed to
server to promote family values amongst clients of the Group
and consumers shopping in Eurocash Group franchise and
partner stores.

A key current strategic direction for Eurocash Group Is
supporting polish traders in building professional retall
companies, attractive for many generations. This strategy is
perfectly supplemented by the cooperation with the 3+ Large
Family Association, which allows gaining direct access to the
consumers.

The cooperation agreement sing with the 3+ LFA also takes
into account the following activities: sales dedicated to large
families which are a part of the Association, communicatior
support between the LFA and the Eurocash Group, Eurocastr
Group brand presence at LFA events in all of Poland, and
financial aid for statutory aims of the Association. The brands
which, during the cooperation period, will carry out actions
dedicated to the Association's members will be the internet
retailer Frisco.pl and Dellkatesy Centrum.

5. SOCIETY

5.2 COOPERATION WITH
UNIVERSITIES

Eurocash Group regularly cooperates with polish universities,
especially by acting as a parther for, among others: the
Economic University In Poznan, the Main Trade School in
Warszawa, the Economic University in Wroctaw, the Universtiy
in Warszawa, and the Poznan University of Technology. In the
framework of the abovementioned cooperation open lectures
and workshops led by experience Group employees are being
organized.
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Stakeholders

6. SHAREHOLDERS

The Eurocash Group, adhering to the rule of transparency properly fulfills informational duties to its stakeholder and investors.
Presented below, are the results Eurocash Group achieved on the Warsaw Stock Exchange in 2016.
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Chart 3 The dynamic of the Eurocash stock price and the WIG index in 2016
Source: Own elaboration

Quotations on the Warsaw Stock

Exchange

Furocash S.A. debuted on

the Warsaw Stock

Exchangein May 2005. The share of the Parent
Company are quoted In the main market, In
the continuous trading system, and in 2016
were included in the following indexes: WIG,
WI1G20, WIG30, WIG-Poland and WIGdiv.

The share price at the er

lower In comparison to th

d of 2016 was 16%
e beginning of the

year. 2016 started with a share price of 46,59
zt for each Eurocash share (price as of closing
ONn 04.01.2016), and finished with a stock price
of 39,34 zt. The average stock price in 2016

was 47,02 zt.
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The capitalization of the company for 30 December 2016 was PLN 5 472,05 m in comparison to PLN 6 733,22 as of 31 December
2015. The average volume for EUROCASH S.A. for one day on the Warsaw Stock Exchange in 2016 was 487 720 shares.
Presented in the table below, are key data points regarding the stock quotes of the company at the Warsaw Stock Exchange
between 2014 and 2016. Total turnover in 2016 had amounted to 125,40 m of shares, which is 90,33% of the company’'s share
capital. Chart 4 shows monthly value of trading the company’s stocks in 2016.

2014 2015 2016
Amount of shares Pl N 138 138,8 139,1
ot g 1 LN G 185 503
e iNm | 5270 073
Highest closing rate in a given year PLN 50 55,52 53,25
Lowest closing rate in a given year PLN 30,8 31,15 33,99
Average trade volume per session thousand 456 500 488
Dividends pald out during a trading
year from the division of income from PLN/share 0,79 0,79 1,00

the previous year

Table 16 Key data points regarding EUROCASH S.A. stock quotes at the Warsaw Stock Exchange

Eurocash Group implements a policy of sharing its gains with shareholders. In the last three year, the company paid out dividends
to the shareholders. The company predicts dividends being paid out in the coming year, assuming that it won't have a negative
impact on the Company's further development.
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Chart 4 Monthly stocr trading value in 2016 in PLN m
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