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DEAR SHAREHOLDERS,

We are pleased that sound operating and financial
results were achieved in 2017. Ovostar Union
continued to expand its production and sales volumes
despite the challenging external factors. Our solid
financial performance has been secured through a
growth in export sales and sustained production
efficiency.

Over the year Ovostar has been further developing
the export markets with a specific focus on the

European Union. In September 2017 we have
obtained the permission to export the table eggs to
the European countries and have significantly
increased our supplies during Q4. The export revenue
coming from the EU increased by 3 times year-on-
year and have generated 15% of the Group’s total
revenue. Already now you can find our packaged

table eggs in the supermarkets of the Baltic countries.

In 2018 we are planning to further expand our production capacities, widen the assortment of egg
products and strengthen Ovostar presence on key export markets.

| would like to express my gratitude to Ovostar Union team for their outstanding performance. There
are many plans for 2018 and we look forward to achieving them.

Sincerely,
Borys Bielikov

Chief Executive Officer
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INCOME STATEMENT
| 207 016 Yo
Revenue 98.7 77.7 27%
Gross profit 30.8 26.1 18%
EBITDA 26.5 241 10%
Profit before tax 22.6 22.7 (1%)
Net profit 22.9 22.5 2%

BALANCE SHEET

| v 2016

Assets 131.0 110.0 19%
Non-current assets 67.4 65.0 4%
Current assets 63.6 45.0 41%
Equity and Liabilities 131.0 110.0 19%
Equity 106.9 88.4 21%
Non-current liabilities 9.8 12.2 (20%)
Current liabilities 14.3 9.4 52%
Revenue structure by segments, mUSD Dynamics of EBITDA and Net Profit, mUSD
98.7

756 77.7 34.8

2017 2015 2016 2017

1 Oilseed segment [ Egg products segment " Egg segment EBITDA, mUSD I Net Profit, mUSD
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CASH FLOWS
.| 207 2016l Yo
Net cash generated by operating activities, mUSD 19.0 23.0 (17%)
Net cash used in investing activities, mUSD (11.8) (17.1) (31%)
Net cash generated by financing activities, mUSD (4.3) (3.5) 22%

NET DEBT POSITION

] 2017 2016

Total debt, mUSD 13.6 15.3 (11%)
Cash and cash equivalents at 31 December 15.0 12.2 23%
Net debt, mUSD (1.3) 3.1 -

Net debt position, mUSD Cash flow from operating activities, mUSD

17.0
26.1
23.0
19.0
2015 2016 2017 2015 2016 2017

[ Total debt, mUSD

[ Cash and cash equivalents at 31 December, mUSD
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Ovostar Union N.V. is a holding entity incorporated under the laws of the Netherlands that consolidates
companies with production assets located in Ukraine and a non-Ukrainian trading company (hereinafter
referred to as “we, us”). Our shares have been quoted on the Warsaw Stock Exchange since June 2011.

Our goal is to produce ecologically clean and healthy food for our clients in Ukraine and abroad. We are
growing organically by gradually increasing the volume of eggs produced. With focus on developing the
export markets, we are expanding our sales geography supplying shell eggs and egg products of
consistently high quality around the countries of Europe, Middle East, Africa and Asia.

Within the egg segment, we possess shell egg portfolio of over 20 sub-brands and supply our branded eggs
to the largest retail chains in Ukraine. As a result of export markets development we are gradually
increasing the deliveries of shell eggs outside of Ukraine.

Within the egg products segment, we offer the full range of egg products of both liquid and dry forms. The
loyalty of the largest food processing companies in Ukraine and outside is achieved by adjusting the
products to the clients’ needs while maintaining the superior quality.

Business Geography

Our production facilities are located in the North Freshly laid eggs are delivered to the egg
Central part of Ukraine in Kyiv and Cherkasy regions processing plant within 24 hours to ensure &——————
within 130 km from each other. Production the high quality of our final egg products

premises include one breeder farm with parent

flock, one hatchery producing day-old pullets, two

rearing sites for young laying hens and two laying ey ;\"""i.‘kicr:emihiv L
hen farms. The egg processing plant is located on ) . Wioihes .
. . . . iy Temopil ahvonyt ) e _ 4 Poltava . r.k
the premises of the laying hen farm in Vasylkiv. It * Kkemenyisyi |, s
. 4 e : \ﬁn.nytsya\”‘"  Cherkasy Luhansk
takes less than 24 hours from the moment an egg is  Uzgorod "o o . Dnipropetrovsk :
. TR . . Chernivtsi Kirovohrad 5
laid till it is delivered to the egg processing plant; Ao NEETE
. . . . Mykolaiv
this ensures the high quality of final egg products. S
*~ = " Kherson
Auxiliary production comprises two fodder mills
with total capacity of 56 tons of fodder per hour Simferopol
and one oilseed processing plant, which produces
two products: the oilseed meal and oil for internal @ laying hens farm
use as a component of poultry feed. The remaining Laying hens farm + Egg processing plant +
oil, which is not used internally, is sold. Starting Fodder mill
from 2015 our oilseed processing capacities have @ Younglaying hens farm
been used for rapeseeds processing. Hatchery + Breeder farm
@ Fodder mill
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BUSINESS MODEL

We employ the most up-to-date poultry and

processing equipment and progressive

technological concepts at our production sites in
order

» Other Information

Alongside our core business we maintain our
own fodder production, rapeseeds processing
and grain storage, which secure the high
quality of fodder for our poultry flock.

to ensure efficiency of production

processes and superior quality of final products. Our products are compliant with international

quality standards ISO 9001:2008, 1SO
22000:2005, and FSSC 22000 as well as
applicable national Ukrainian standards and

Having initially adopted a large-scale production

approach, we have built up a vertically

integrated business model with full production

cycle spanning from parent flock to egg sanitary norms. We also possess the Halal
processing. Certificate to export internationally and are
certified to export both the shell eggs of class
“A” and egg products to the European Union.
High  level of  vertical
integration allows us to
optimize production costs .

and control product quality at
each stage of the production
process

]
Egs

products
segment

Dry egg products
Liquid egg products

Egg processing
2.2M eggs/day

Shell eggs
segment

Branded eggs

Bd laying hens Unbranded eggs

8.0M hen places

md Younghens
1.8M hen places

il
Grain storage
29K tons

Incubation
1.0mM eggs

Oilseed
processing

wy

Breeders
117K hen places

i

Fodder plant
56 tons/hr

Oilseed oil
segment
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OUR BRANDS
Shell eggs

We supply Ukrainian market with the widest range of packaged shell eggs under brand name Yasensvit™.
Key customers of egg segment are large local and international retail chains in Ukraine.

Price for branded packaged eggs is traditionally higher than the average egg price on the market. Having
Yasensvit™ for over 15 years on the Ukrainian market, the price premium is justified by consumers’
recognition of consistently high quality of products under Yasensvit™ brand and the wide range of
assortment adjusted to specific consumer preferences.

In 2017 we kept the position of major producer of private label eggs in Ukraine. Our eggs branded by retail
network labels are supplied to Auchan, Silpo, Metro, Novus, Furshet, ATB, Velyka Kyshenya and a number
of smaller regional retail chains.

e Qver 15 years the most recognizable trade mark
on the Ukrainian market;

e Consistently high product quality;

e Supplier to the largest retail chains in Ukraine;

® o \Whole product portfolio of premium, standard,
economy and private label categories.

Premium Omead <URiax originaleges  Memodwass

Standard

Mﬂm‘w c-ﬂM ayxﬂﬂﬂux cs"gfmfd

S Pepmepeoki Crmmcnsn ‘G YRRIA

ey
Koxcer v
i X Do clever

Private label
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Egg products

We offer the whole range of separated and whole
egg products in dry and liquid form under the
Ovostar™ brand. The demand for egg products
mainly comes from food processing companies in
Ukraine and abroad.

The segment is B2B-oriented as the egg products

are used for production of confectionary,
mayonnaise, meat products etc. Each client
requests the egg product with certain

characteristics needed for the final good. Our
flexibility to adjust to clients’ needs maintains the
loyalty of our major clients as well as our position of
market maker of liquid egg products in Ukraine.

e Qver 10 years on the Ukrainian market;
o Market maker in liquid egg products;
e Consistently high product quality;

e Supplier to the largest food processing

* Management Report
* Governance Report
* Financial Statements
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Among our key local customers are Roshen,
Schedro, Mondelez Ukraine, Volyn Holding, Kharkiv
Biscuit and others. We are also the exclusive
supplier of eggs and egg products to McDonalds
Ukraine.

As commodities the egg products allow us to offset
the seasonal price fluctuations that are present on
local shell egg market within the year, and to even
the profitability throughout the reporting periods.

5\
4

OVOSTAR

companies in and outside of Ukraine; [

e Whole assortment of liquid and dry egg
products.

Dry Egg Products

Liquid Egg Products

Ovostar Union N.V.

Whole egg

Egg yolk and

Egg white fermented egg yolk
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Due to the cases of avian influenza among the wild
birds in southern and western regions of Ukraine
recorded in December 2016, a number of countries
closed the import of eggs from the whole territory
of Ukraine. It was no sooner than in June 2017 that
all bans were lifted. This external factor negatively 20% - share of Ovostar Union in industrial
affected the marginality of egg producers, while
none of industrial egg producers was hurt by the

(2016: 20%)
disease.

LAYING HENS FLOCK

Ukrainian egg market is characterized by significant
share of laying hens farmed by households from
April to September, therefore, it can be assumed
that the number of laying hens provided by State
Statistics Service of Ukraine as at the end of the

year presents the industrial flock. Laying Hens Flock:

Ukraine and Ovostar as at 31 December, mIn heads

As at 31 December 2017 the industrial laying hens (excluding Crimea and parts of Donetsk - Lugansk regions)

flock increased by 6% and amounted to 33.4 million
heads (2016: 31.6 million heads).

Ovostar Union continues as declared to follow its 36.8

316 33.4

investment program and expand its production
facilities. Over the past 3 years the number of laying
hens of Ovostar Union has increased by 24%: from
5.3 to 6.6 million heads. The growth in volumes

produced is mainly directed to export markets.

31.12.15 31.12.16 31.12.17

mam Industrial laying hens flock as at eop, mIn heads

—0— Ovostar Union laying hens flock as at eop, mIn heads

Source: State Statistics Service of Ukraine

Ovostar Union N.V. Annual Report 2017 | 11
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—— Market Overview -

e

e

Shell egg market

In the reported period the total volume of shell
eggs produced in Ukraine increased by 3% as
compared to 2016 and amounted to 15.6 bin
pieces, which can be partially accounted for by a
moderate growth of the laying hens flock.

The Ukrainian shell

divided into industrial and household production.

egg market is historically

The share of eggs produced in industrial format
grew slightly to 54% (8.4 bln pieces) in 2017 from
53% (8.1 bln pieces) in 2016.

In 2017 egg consumption rate in Ukraine amounted
to approximately 247 eggs per capita according to
the data of Ukrainian Poultry Farmers Union (2016:
258 eggs per capita).

Egg products market

Over the reporting period the production volume of
liquid egg products market in Ukraine increased by
31% due to growth in production by our company.
We kept our leading position in this sector.

97% - share of Ovostar Union in liquid egg
products production of Ukraine

(2016: 97%)

359% - share of Ovostar Union in dry egg
products production of Ukraine

(2016: 23%)

Ovostar Union N.V.
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209% - share of Ovostar Union in industrial
egg production of Ukraine
(2016: 18%)

Total Egg Production in Ukraine, bln pcs
(excluding Crimea and parts of Donetsk - Lugansk regions)

16.8
15.6

2015 2016 2017

M Household production ™ Industrial production

Source: State Statistics Service of Ukraine

Production of Egg Products in Ukraine, ths tons
(excluding Crimea and parts of Donetsk - Lugansk regions)

211
20.3 191

2015

2016 2017

m Total production of dry egg products, ths tons
m Total production of liquid egg products, ths tons

Source: Union of Poultry Farmers of Ukraine
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——— Key Segments Activity -

EGG SEGMENT

Production

In 2017 our egg production volume increased by
12% year-on-year to 1 659 mlIn eggs (2016: 1 479
mlin eggs) as a result of putting into full operation
the poultry houses constructed during 2016. As at
31 December 2017 our total flock grew by 1.7% to
7.7 min hens, while our laying hens flock increased
by 1.2% and reached 6.6 min hens.

e mUSD67.8 - segment revenue in 2017
(2016: USD 55.7 million)

Shell eggs sales

0.63
1195
1054
862
2015 2016 2017

mm Shell eggs sold, min pcs
—o— Price, USD/10 pcs net of VAT

Ovostar Union N.V.
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Sales

The total volume of eggs sold in 2017 amounted to
1 195 min eggs, what resulted into USD 64.8
million revenue excluding other sales. Out of them
151 mIn eggs were purchased from other producers
and resold to our clients generating USD 10.1
million.

Ukraine is our major market and it contributed 56%
to our total sales volume, or 666 min eggs (2016:
71%, or 746 min eggs). Having obtained the
permission to export the table eggs to the EU in
September 2017, we have increased the total
volume of eggs exported by 72% from 307 to 529
min eggs. Out of them 115 mlIn eggs were supplied
from other producers. The export price in USD
terms in 2017 was higher than the local price.

Our average selling price of shell eggs over the year
increased by 14% to 1.533 UAH/egg compared to
1.348 UAH/egg in 2016. In USD terms the y-o-y
growth amounted to 9%.

Shell eggs sales structure in 2016 and 2017

16%
. 21%
>0% 40% 44%
2016 2017
m Branded
Unbranded
m Export
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EGG PRODUCT SEGMENT

In 2017 the Company processed 541 min eggs, up

by 33% from 407 min eggs in 2016. The production

plan of egg products was adjusted to the stronger muUsD 30.1 - segment revenue in 2017 ®
demand on egg products from the EU countries. In (2016: USD 21.1 million)
2017 this segment generated USD 30.1 million of

total revenue (2016: USD 21.1 million).

Sales volume of dry egg products increased by 55% Sales volume of liquid egg products increased by
to 3 300 tons (2016: 2 125 tons), while volume of 32% to 11 497 tons (2016: 8 689 tons). As a
dry egg products exported reached 2 377 tons result of EU-Ukraine Free Trade Agreement, we
compared to 1320 tons in 2016. Average selling managed to direct 44% of sales volume to the EU
price of dry egg products decreased by 5% year-on- countries. Average selling price of liquid egg
year in UAH terms to 115.45 UAH/kg and declined products increased by 13% year-on-year in UAH
by 9% in USD terms to 4.34 USD/kg. terms to 33.33 UAH/kg and grew by 8% in USD

terms to 1.25 USD/kg.

Dry Egg Product Sales Liquid Egg Product Sales

4.91 4.75 1.22 116 1.25

’\0\4f4 -—— . o

8 689
6 692
2015 2016 2017 2015 2016 2017
pmm Dry egg products sold, tons B Liquid egg products sold, tons
—8— Price, USD/kg net of VAT % Price, USD/kg net of VAT

Ovostar Union N.V. Annual Report 2017 | 14
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SALES GEOGRAPHY BY REVENUE

D

“ande ™1

e ¥

e mUSD 47.7 - export revenue in 2017
(2016: USD 24.0 million)

Export markets development

The revenue from export sales over 2017 almost doubled and amounted to USD 47.7 million, the
export cash flows were received mostly in USD and EUR.

Middle East remains our key export market as the region is rather close in distance via sea
transportation and can offer an attractive price for eggs and egg products. Its share in the export
sales is 62%.

In 2017 revenues from export to EU tripled as compared to the previous year and reached USD 14.9
million (2016: USD 4.9 million).

Ovostar Union N.V. Annual Report 2017 | 15
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FINANCIAL PERFORMANCE

We have managed to increase our revenue by 27% to USD 98.7 million under conditions of continuing
devaluation of Ukrainian Hryvnia and changing tax environment for agricultural producers in Ukraine.
During 2™ half of 2017 the Group has started to trade eggs, i.e. purchasing the shell eggs from other egg
producers and selling them to existing pool of clients. Trading activities contributed around 10% to the
total revenue and their average marginality in 2017 amounted to 8%.

Revenue Profitability Dynamics, mUSD

The revenue in 2017 increased by 27% to USD 98.7
million from USD 77.7 million. Historically, the egg
segment contributed the most - USD 67.8 million

or 69% of total revenue. Out of them around USD o8
10.1 million were obtained by trading. The egg 75.6 777
products segment generated USD 30.1 million or
30% of total revenue in 2017. The remaining has 348319
been contributed by the oilseed segment (USD 0.8 : 241 97 g 26595 g
million). - -

2015 2016 2017

Gross profit and cost of sales
Revenue, mUSD BEBITDA, mUSD = Net profit, mUSD
The cost of sales increased by 30% year-on-year as

a result of the growth in production volumes and

the trading activities. Therefore, the gross profit Sales Structure by Revenue
reached USD 30.8 million, a 18% growth compared
to 2016.
2016 2017
EBITDA
1% 1%

Rising export sales have led to higher 27%
transportation costs, which have consequently ‘
lowered the profitability. In addition, changes in

tax laws have lowered the income from VAT
refunds. Thus, EBITDA equaled to USD 26.5 million,

69%

. o)
a 10% increase year-on-year. 72%
= Egg segment
) ¥ Egg products segment
Net profit Oilseed segment

In 2017 net profit remained at the level of the
previous year and amounted to USD 22.9 million.

Ovostar Union N.V. Annual Report 2017 | 16



—— Financial Results Overview -

FINANCIAL POSITION

Assets, liabilities and equity

In 2017 value of our total assets increased by 19%
to USD 131.0 million. The growth comes from
increase in accounts receivable that corresponds
to the growing export sales.

The total equity in 2017 increased by 21% and
amounted to USD 106.9 million, which can be
accounted for by the retained earnings 14%
growth (USD 182.9 million in 2017 vs. USD 160.7
million in 2016).

Loans and borrowings

During 2017 no loans were obtained. We have
been meeting our payment obligations on time.
The total amount of interest-bearing loans and
borrowings at the end of the year decreased by
11% and to USD 13.6 million.
Historically being debt-averse, we consistently

amounted

keep the net debt indicator at low level via
accumulation of a significant amount of cash in our
bank accounts in Ukraine and outside (USD 15.0
million in 2017). The net debt at 31 December
2017 was below 0.

17.0
15.3
13.6
6.1
3.1
B 13
2015 2016 2017

mTotal debt, mUSDm Net debt, mUSD

Ovostar Union N.V.
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Cash flow

In 2017 we maintained positive operating
cash flow of USD 19.0 million

Net cash flow used in investment activities mostly
consisted of expenditures on biological assets and
amounted to USD 11.8 million.

Net cash flow used in financing activities in 2017
amounted to USD 4.3 million.

PAOKIS 2016 2017

Operating CF,
26.1 23.0 19.0
mUSD
Investing CF,
& (15.2)  (17.1)  (11.8)
muUSD
Financing CF,
& (14) (35  (43)
muUSD
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NOTES TO THE FINANCIAL STATEMENTS

Financial reporting standards The Consolidated Financial Statements of Ovostar Union N.V.
have been prepared in accordance with IFRS standards, as
adopted by the European Union. Note 2 to the Consolidated
Financial Statements contains more detailed information on this
item.

Transactions with related parties Note 26 to the Consolidated Financial Statements of Ovostar
Union N.V. contains more information on transactions with
related parties.

Changes in accounting policy Note 5 to the Consolidated Financial Statements of Ovostar
Union N.V. contains more information on changes in accounting

policy.

Financial instruments Note 29 to the Consolidated Financial Statements of Ovostar
Union N.V. contains more information on financial instruments

Ovostar Union N.V. Annual Report 2017 | 18
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STRATEGY

With the aim to strengthen our market position we grow organically, expand the presence of Ovostar
products in and outside of Ukraine and sustain the customer loyalty. Our focus on consistently high quality
of our products and long-term relationships with our clients offset any external challenges that the egg
industry may face. .

The results we deliver are based on commitment of every employee. The cooperation across departments
results in higher productivity of day-to-day operations and stronger synergy effect. During 2018 we intend
to continue advancing employee skills to be more competitive and efficient.

Key elements of the Group’s strategy and achievements in 2017:

— e Organic growth and e Preparation of supporting infrastructure to continue our
advance in vertical organic growth in 2018
integration

——e  Strengthening of e Shell eggs under Ovostar brand name are sold in Baltic
Yasensvit and Ovostar countries since September 2017;

SIS [ e A number of promoting events were organized throughout
2017;

e Astable demand on branded products remained

— @ Development of export e In 2017 we obtained permission to export shell eggs of class
markets “A” (table eggs) to the EU;

e Further increase in share of the EU in export revenue from
20% to 31%;

o Export to Middle East countries remains stable

Ovostar Union N.V. Annual Report 2017 | 19
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Outlook for 2018

Following our investment program, we continue expanding our production capacities and, consequently,
increasing egg production volumes. As Ukrainian Hryvnia has still been volatile during 2017, we strongly
focus on increasing the export volumes of shell eggs and egg products further. The export revenue that is
mostly generated in USD and EUR is a natural hedge on our currency risk, while it also increases the
predictability of our periodic financial results in the presentation currency.

In 2018 our export sales are expected to generate around 50% of our total revenue, provided that no
external factors negatively influence the egg industry. In terms of operating results, we expect the share of
export in total sales volume of shell eggs to remain over 40%, of dry egg products - over 70% and of liquid
egg products — over 40%.

Investment program update

With aim to produce over 2 billion eggs per year we continue to follow our organic growth strategy.
During 2017 we decided to put the construction of new poultry houses on hold due to the recorded cases
of avian influenza in the south of Ukraine, which led to restrictions in export of shell eggs from Ukraine. In
2018 we aim to continue expanding the production facilities and are intended to construct two poultry
houses for laying hens, two rearing houses and a fodder mill.

As EU-Ukraine trade agreement was enforced, we started to export egg products to the EU in June 2015.
European shell egg market is attractive for us, but has more demanding requirements for poultry farming
— the enriched cage. All sets of equipment that were installed at Stavysche production site are compliant
with the EU standards. In September 2017 we obtained a certificate that allows exporting the table eggs to
the EU countries.

During 2018 we plan to advance our vertical integration.

Forecasted Production Volumes

9%

Laying hens flock 2%

Eggs produced 1479 12% 1659 5% 1750
Dry egg products produced 2252 44% 3246 9% 3550
Liquid egg products produced 8 823 31% 11 602 12% 13 000

Ovostar Union N.V. Annual Report 2017 | 20



—— Human Resources -

HUMAN RESOURCES

The majority of our employees are involved in
production processes on the premises located in
Kyiv and Cherkasy regions. We recruit, employ and
promote employees on the sole basis of their
qualification and abilities. Equal employment
opportunities and career perspectives are
provided for all employees, regardless of their

gender, age, nationality or religious views.

Our personnel policy is aimed to create and retain
a well consolidated and highly professional team
of individuals that are able to respond effectively
to changing market environment. We strive to
ensure a positive, productive and successful work
environment. The level of satisfaction is, among
other criteria, confirmed by high employee
retention rates (97% on average for the last 5

years).

We aim to maintain a fair and comprehensive
system of remuneration. Overall remuneration of
our employees is divided into material and non-
material portions. Material remuneration consists
of a basic fixed salary plus a variable component
like bonuses that depend on achievement of

corporate and personal targets.

Full-time |Part-time employment in 2017

5%

M Full-time

Part-time

Ovostar Union N.V.
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Non-material remuneration consists of
professional trainings, corporate team-building

events and free use of corporate gym.

Legal relationships between us and our
employees are regulated by the Labor Code of
Ukraine and executed in the form of term and
termless labor agreements. We cooperate with
the State Pension Fund making monthly social
insurance contributions. A corporate pension

schedule has not been established.

Our employees other than some of the Board
members do not have any shareholdings in
Ovostar Union N.V., to our knowledge; nor do
they hold any stock options or other rights to
shares nor participate in any other way in the
capital of Ovostar Union N.V. Currently, no
arrangements relating to such participation are
planned in the short-term perspective.

Quantity of employees as of 31 December

S oo

Employees, end of
year

1500 1326 1266

Employee expertise in 2017

11%
1%

M Production

B Administration

88% Other
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Mitigation
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2017 status / Notes

Biological risks

Macroeconomic
risks

Ovostar Union N.V.

Outbreaks of highly-
pathogenic avian influenza
in Europe and in the south
of Ukraine may severely
limit our ability to perform
normal operations and
reduce the possibility to
export

Depreciation of Ukrainian
Hryvnia leads to
deterioration of income
per household and change
in consumer preferences

Poor economic conditions
result in lack of debt
financing available

VAT reimbursement and
other advantages to
agricultural companies are
cancelled.

Adherence to biosecurity
standards in line with the
best international
practices. Egg production
and egg processing
facilities are compliant
with ISO 9001: 2008 and
ISO 22000: 2005.
Diversification of sales
channels

Worsening economic
conditions has little effect
on consumption of eggs
per capita because eggs
remain the most
affordable source of
animal-based protein

Historically, we have been
reliant primarily on own
positive cash flow and
debt financing is used only
for implementation of long
-term investment
programs. To eliminate
the current instability of
Ukrainian economy, we
accumulated the cash on
our bank accounts in
foreign-owned banks in
Ukraine and outside

We are primarily focused
on operational efficiency

No occurrences of
dangerous poultry
diseases have been ever
registered on our
premises. We control all
the processes along the
full production cycle in
order to provide the
highest quality and ability
to react fast in case of
need

In 2017 egg consumption
amounted to 247 eggs per
capita. The decrease in
consumption is caused by
lower purchasing power of
Ukrainians. Despite that
our volume supplied to
Ukraine was not affected

We use export financing
with comparatively low
effective interest rate.
As at 31 December 2017
our cash reserves exceed
the total debt.

Starting from 2017 special
VAT treatment policy is
cancelled, while the
governmental subsidies
are introduced instead
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Price risk

Liquidity risk

Concentration
of sales

Competition

Climate risks

Ovostar Union N.V.

Devaluation of Ukrainian
Hryvnia leads to lower
price per item in USD
terms and thereby
decreases periodic
financial results

Current capital restrictions
of National Bank of Ukraine
may limit the possibility to
meet the financial
obligations when due

Excessive concentration of
sales may lead to financial
instability in case of loss of
key customer

Offering from the existing
competitors or new market
entrants may weaken our
competitive position

Extreme weather
conditions can have a
detrimental effect on the
well-being of poultry flock
and their production
efficiency

Increase of export sales is a
natural hedge against
currency rate fluctuations.
Higher cost incurred in
UAH is being steadily
transferred to the final
consumer through an
increase of UAH-based
prices for shell eggs and
egg products on the local
market

We strictly control our
working capital

Our customer base is
mixed in terms of size and
industry. We are building a
balanced customer
portfolio

We have a unique for
Ukraine vertically
integrated business model
with facilities in close
proximity to each other,
what results in high
production efficiency.
Having been offering
products of consistently
superior quality and
adjusting to the market
demands, we achieved the
recognition and loyalty of
our customers

Our egg production
facilities are equipped with
an automatic climate-
control system

In 2017:

- share of export revenue
reached 48% (2016: 31%)
- prices on shell eggs and
liquid egg products in UAH
terms increased by 14%
and 13%, respectively,
while only the price on dry
egg products slightly
decreased YoY

As at 31 December 2017
all payment obligations
were met on time. In 2016
a trading company was
established in order to
accumulate part of the
revenue outside of
Ukraine

In 2017 only 2 clients
generated more than 10%
of our total revenue

Yasensvit™ brand holds
the position of the most-
recognized brand in
Ukraine.

We also have a possibility
to effectively diversify our
sales to destinations
outside Ukraine

Optimal climate conditions
for laying hens include 40-
60% humidity and ambient
temperature within 20-
25°C. Our production
facilities are equipped with
sophisticated ventilation
systems to keep all vial
indicators at normal levels
throughout the year.
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Risk management

Risk management is an essential part of the decision-making process providing reasonable assurance
that risks are controlled to the furthest extent possible. Risk management and internal control
systems are being regularly discussed with the executive management and the Audit Committee. In
their review of our risk profile, the main focus is placed on principal risks that could significantly
deteriorate our operational and financial results.

It has to be noted that proper identification of risks significantly reduces but does not completely
eliminate the possibility of human error, poor judgment in decision making, fraud or occurrence of
unforeseeable events. The risks that we face in the course of regular operations are not limited to the
risks described above, but those above are regarded as the most significant in the short-term
perspective. No anti-takeover measures are in place. Some risks are yet unknown and some risks that
are insignificant at the moment could become material in the future.

Internal control system

The Board of Directors is ultimately responsible for establishing, controlling and enhancing our
internal control system. We consider risk management to be a continuous process of monitoring,
assessing and mitigating risks through internal control systems and procedures at each level within
the organization.

We use guidelines, instructions and procedures applied to operations, financial reporting, planning,
human resource and customer management etc.; these are being reviewed and updated on a regular
basis. Our employees are trained to implement and comply with these guidelines, instructions and

procedures.

Key elements of the internal control system are budgeting, investment management, operational
management and financial reporting. They monitor the progress and the actual results of the
company’s operating activities. We also use a staff evaluation and appraisal system. The process of
enhancement of the internal control system will be continued in 2018.

For more information on risks please refer to Note 27 of the 2017 Consolidated Financial Statements.

Deficiencies of the system

In 2017, we did not identify any material weaknesses of the internal control system that might
adversely impact our operational activity, financial results and financial position. The risks are clearly
identified and controlled to the highest possible extent by our top management within their relevant
function.
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SHARE CAPITAL STRUCTURE

According to publicly available information as at 31 Share capital structure at 31 December

December 2017, shareholders of Ovostar Union _ 2017 5016 2015

. . . 0
N.V. with substantial participation of at least 5% of Prime One Capital Ltd 63% 20% 20%
all votes at the General Meeting of Ovostar Union

Generali 10% 10% 10%
N.V. shareholders are listed in the table. E‘ailr;.ax Firii(;wcial o, o, o,
At 31 December 2017 total share capital of Ovostar AO' ngs 5o 5o 5o

viva
Unio.n N.V. was 6 000 000 shares. Each share ha.s a Others 12% 9(£ 9(£
nominal value of one vote at the General Meeting Total 100% 100%  100%
of Shareholders.
Changes in shareholders’ structure Market capitalization at 31 December, mPLN
Prime One Capital Limited decreased its share in 546 528
Ovostar Union N.V. share capital on 20 April 2017 519
to 68.24% (4 094 617 shares) and during 29-30
June 2017 to 67.93% (4 076 046 shares) thereby
increasing the free float to 32.07%.
2015 2016 2017

m Market capitalization at 31 December. mPLN

Key quotation indicators

Share price, PLN 2017 2016 | 2015 Share price dynamics in 2017: OVO vs WIG-INDEX
87 91 72

Opening

50%

Maximum 128 99 92
Minimum 85 84 67 40%
Closing 88 87 91

30% -

20% -

10% -

0%

-10%

aaaaaaaaaaaaaaaaaaaaaaaaaaaa
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—— The Board of Directors -

COMPOSITION AND DUTIES OF THE BOARD

Our Board of Directors has a one-tier structure,

consisting of executive and non-executive
directors. The executive director is authorized to
represent Ovostar Union Group in its everyday
operations, while the non-executive directors
monitor the activities, supervise and advise the
executive director. Currently, the Board consists of
four members: one executive director Mr. Borys
Bielikov and three non-executive directors Mr.
Vitalii Veresenko, Mr. Marc van Campen, and Mr.

Sergii Karpenko.

Duties of the non-executive directors include
among other things supervision of the executive
the established

corporate strategy, proper compliance with best

management’s adherence to

practices of corporate governance and general
operational issues. Performing their duties, the non

-executive directors have participated in the
meetings of the Board of Directors in 2017. No
cases of non-compliance with rules and

requirements that would have required the
intervention of the non-executive directors have

been detected in 2017.

The Terms of Reference, governing the decision-
making process of the Board, is available on our
website http://ovostar.ua/en/ipo/rules/.

Ovostar Union N.V.
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Chairman of the Board and Corporate Secretary

The Chairman of the Board of Directors determines
the agenda, heads the Board meetings and is
responsible for the proper functioning of the Board.
This position is always selected among the non-
executive directors, and is appointed during the
first meeting of the Board. Our Chairman of the
Board currently is Mr. Veresenko.

The Chairman of the Board is assisted by the
Group’s Corporate Secretary, whose duty is the
observance of all necessary procedures for the
Board of directors and compliance of their activities
with the requirements specified in the Group’s
Articles of Association. The Corporate Secretary is
appointed and dismissed by the Board.

Voting

Each member of the Board is entitled to cast one
vote during the Board meeting. All resolutions of
the Board are taken by an absolute majority of
votes. In case of a tie in votes, the Chairman of the
Board of Directors has a casting vote.
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Representation

Members of the Board represent Ovostar Union
Group and the Board has the authority to appoint
any official as a representative, and to determine
the list of his/her powers. The executive director is
authorized to represent the Group on his own and
to sign documents on behalf of the Group. In case
of a conflict of interest between the Group and one
of the directors, the conflicted director may not
participate in the

decision-making  process

concerning the matter causing the conflict.

Members of the Board are appointed and may be
suspended or dismissed from their position by the
General Meeting of Shareholders. Any suspension
may be extended several times, but the total
period of suspension from duties shall not exceed
three (3)
requirements applicable to a member of the Board.

months. There are no qualification

Shareholding by the Board members and insider

trading

Securities Rules have been established, which apply
to the Board members in relation to the acquisition
of securities share and transactions with them.
Furthermore, the conditions and requirements of
the EU Market Abuse Directive and the company’s
Insider Trading Rules, reflecting the essence of EU
Market Abuse Directive, are applicable to the
Board members (and other persons related to
Board Members) in relation o the acquisition of
shares and equity participation. Securities Rules
and Insider Trading Rules are available on our
website: http://ovostar.ua/en/ipo/rules/

Ovostar Union N.V.
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Statement of the Board of Directors

The Board of Directors of Ovostar Union N.V.
hereby confirms that (1) none of the Board
members is a member of any supervisory board of -
or holds the position of non-executive director at
more than two listed companies; (2) none of the
Board members holds the position of chairman of
any supervisory board - or of the board of directors,
in case such board consists of executive and non-
executive directors - of other companies, except for

our enterprises.
Change in the Board structure

During 2017 there were no changes in the structure
of the Board of Directors.
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Name

BIOGRAPHY

FIRST
APPOINTMENT

(POSSIBLE)
REAPPOINT-
MENT

POsITION

DEPENDENCY
STATUS

EXTERNAL
APPOINT-
MENTS

Borys Bielikov

Vitalii Veresenko

Marc van Campen
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Sergii Karpenko

Mr. Bielikov has over 19
years of experience in
poultry industry. Mr.
Bielikov has started his
career in UkrOptServis LLC
in 1993. From 1997 to
1998 he occupied the
position of deputy director
at UkrAgroTrade LLC.

Mr. Bielikov graduated
from the National Aviation
University in 1994.

2011

2019

Executive Director / CEO

Dependent

No

Ovostar Union N.V.

Mr. Veresenko has over 20
years of experience in
poultry industry. Mr.
Veresenko formerly
occupied position of
director at Dyvosvit LLC.
Mr. Veresenko graduated
from Kiev Air Defence
Radio Technical Engineers
College in 1990.

2011

2019

Non-Executive Director /
Chairman

Dependent

No

Mr. van Campen held
several positions at Océ
van der Grinten N.V. and
until 2002 had been the
general counsel at NBM-
Amstelland N.V., at that
time one of the largest
construction companies in
the Netherlands listed on
the Amsterdam Stock
Exchange. In addition Mr.
Van Campen held the
director’s position in other
Dutch companies.

Mr. Van Campen
graduated from Nijmegen
University in 1968.

2011

2019

Non-Executive Director

Independent

Director at Astarta Holding
N.V. listed on the WSE;
Montferland Beheer B.V,,
the European subsidiaries
(outside Italy) of Salvatore
Ferragamo SpA and Lugo
Terminal Srl.International
Internet Investments
Cooperatief U.A. and
Griffin Premium Re N.V.

Mr. Karpenko served as a
Deputy Head of
investment policy and
agrarian business in
Ministry of agrarian policy
of Ukraine from 1997 to
2003. After that Mr.
Karpenko worked at
«Union of Poultry Farmers
of Ukraine» and since 2006
has been acting as an
Executive Director of
Union. Mr. Karpenko
graduated from National
agrarian university
majoring in Agricultural
management (1997).

2015

2019

Non-Executive Director

Independent

Executive Director of
Association «Union of
Poultry Farmers of
Ukraine»
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—— Committees of the Board of Directors -

AuUDIT COMMITTEE

The Board of Directors has established an Audit

Committee in order to meet the necessary
corporate governance requirements and to ensure

our financial transparency.

The Audit Committee is responsible for advising and
monitoring the activities of the Board of Directors
in the areas of, among other things, the
completeness of financial reporting, our financial

strategy, tax planning, including:

(i) functioning of control and internal risk

management systems;

(ii) provision of financial information (including
choice of the accounting policy, application of new
rules and evaluation of their impact on our
performance, interaction with internal and external

auditors, etc.);

(iii) monitoring the compliance of our activities with

the recommendations of internal and external

auditors;

(iv) interaction with external auditors, including

control of the auditor’s independence, their
remuneration and provision of any services outside

the audit scope;
(v) our tax planning policy;
(vi) sources of our funding;

(vii) review of the annual budget and capital
investments of the Group.

Ovostar Union N.V.
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At least one of the committee members must be a
financial expert as defined in the Dutch Corporate
Governance Code, and all committee members
must be financially literate. Our Audit Committee
satisfies these requirements.

The document describing Terms of Reference
Governing the Audit Committee is available on our
website http://ovostar.ua/en/ipo/rules/.

Mr. van Campen is the Chairman of the Audit

Committee and Mr. Karpenko is the second
independent member of the Audit Committee

since June 2015.

Remuneration Policy

On 17 June 2016, by a resolution of the General
Meeting, the company’s remuneration policy has
been adopted. According to this remuneration
policy the amount of total remuneration for the
members of the Board of Directors on annual basis
will not exceed EUR 60,000.
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——— Meetings with Stakeholders -

MEETINGS OF SHAREHOLDERS (THE  “GENERAL

MEETING”)

As a Dutch legal entity, we must hold at least one
to be held in the
Netherlands and not later than six (6) months after

annual General Meeting,
the end of the financial year. The annual General
Meeting is, among other things, entitled to discuss
the annual report of the Board with respect to the
general state of affairs in the company, approve the
financial statements for the previous financial year,
vote whether to grant discharge to members of the
company’s corporate bodies, and/or appoint
members to fill any vacancies on any of the

corporate bodies.

Notices of shareholders’ meetings must be
published on the company’s website and via any
other electronic communication method in
accordance with applicable regulations in Poland, at
least forty two (42) days before the day of the

meeting.

The Board of Directors determines the items on the
agenda for the General Meeting. Furthermore, the
agenda shall contain such items as requested in
writing by one or more persons entitled to attend
the general meeting, representing solely or jointly
at least 1% of the issued capital or holding shares of
the company which according to the official price
list of the regulated market represent a value of at
least EUR 50,000,000 at least sixty days (60) before
the date of the meeting. The meeting shall not
adopt resolutions on matters other than those that
have been placed on the agenda.

An extraordinary General Meeting may be
convened as often as the Board of Directors or
shareholders together representing at least 10% of

the issued capital deem necessary.

Ovostar Union N.V.
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Voting at the General Meeting

Shareholders may participate in the General
Meeting and exercise their voting right personally
or by written proxy. Each share in the capital of the
company confers the right to cast one vote, subject
to the

Association. Every holder of shares and every other

relevant provisions of the Articles of

party entitled to attend the General Meeting who
derives his/her rights from such shares, is only
entitled to attend the General Meeting in person, or
represented by a person holding a written proxy, to
address the General Meeting and, in as far as he/
she has voting rights, to vote at the meeting, if he/
she has lodged documentary evidence of his/her
voting rights. The requirement of a written proxy is
also met if the proxy is recorded electronically. For
this purpose, Dutch law prescribes a mandatory
record date to establish which shareholders are
entitled to attend and vote at the General Meeting.

Such record date is fixed at the twenty eighth (28th)
day before said General Meeting. The voting rights
and the right to attend the General Meeting shall
accrue to those holding such entitlements and are
registered as such in a register designated for that
purpose by the Board of Directors on this record
date. The convocation to the General Meeting shall
state the record date, the place where and the
manner in which registration shall take place.

The Chairman of the General Meeting shall further
decide whether persons other than those who are
entitled to
aforementioned shall be admitted to the Meeting.

admittance  pursuant to the
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The Members of the Board of Directors shall have
the right to attend the General Meeting. In these
Meetings they shall have an advisory vote. Unless
provided otherwise in the Articles of Association or
the law, all resolutions are adopted by absolute
majority of votes. The company must record the
voting results for each resolution adopted at a
shareholders’ meeting. These results must be
posted on the company’s website not later than on
the fifteenth (15th) day following the day of the
shareholders’ meeting and should be available on

the website for at least one year.

We conducted one General Meeting of
shareholders on 9 June 2017 in Amsterdam, the
Netherlands. During that meeting the 2016 annual
accounts have been adopted, the Board has been
authorized to appoint the external auditor for the
2017 annual accounts, and a number of other

standard items have been discussed and approved.
Amendment of the Articles of Association

The General Meeting can resolve to amend the
Articles of Association upon the proposal of the
Board of Directors. Such resolution is to be taken by
an absolute majority of votes cast. If a proposal to
amend the Articles of Association is to be submitted
to the General Meeting, the convening notice must
state this fact. At the same time, if the proposal is
for an amendment to the Articles of Association, a
copy of the motion containing a verbatim text of
the proposed amendment must be deposited at the
company’s office for inspection by the shareholders
and depositary receipt holders until the meeting is
adjourned.

Issuance of Shares

The company may only issue shares pursuant to a
resolution of the General Meeting or of another

Ovostar Union N.V.
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corporate body designated to do so by a resolution
of the General Meeting for a fixed period not
exceeding five (5) years. Such designation must
specify the maximum number of shares that may be
issued pursuant to the designation. The designation
may each time be extended for a further period of
up to five (5) years. The designation may not be
revoked, unless the designation provides otherwise.

Pre-emptive Rights

Each shareholder has a pre-emptive right in respect
of all share issuances or grants of the right to
acquire shares, in proportion to the number of
shares held by such holder.

Shareholders, however, have no pre-emptive right
in respect of the issuance of shares, or the grant of
the right to acquire shares, which are issued or
granted for a consideration other than cash, to
employees of the company or of a group company
of the company, or in respect of the issuance of
shares to any person who exercises a previously
existing right to subscribe for shares. Pre-emptive
rights may be restricted or excluded by a resolution
of the General Meeting. Pre-emptive rights may
also be excluded or restricted by the corporate
body to which the power to exclude or restrict pre-
emptive rights has been granted by a resolution of
the General Meeting for a fixed period not
exceeding five (5) years.

On 9 June 2017, by a resolution of the General
Meeting, the Board has been authorized to issue
shares, and to limit or exclude any pre-emptive
rights in connection with such share issue for a
period of 5 (five) years, up to a maximum of 10% of

the company’s issued and outstanding capital.
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BOARD OF DIRECTORS MEETINGS

In 2017 the Board of Directors held five (5)
meetings.

12 April 2017 | The first meeting was convened on
in Amsterdam, the Netherlands. During the meeting
the Board of Directors approved the 2016 annual
report of Ovostar Union N.V.

12 May 2017 | The second meeting was held on 12
May 2017 in Kyiv, Ukraine. During the meeting the
Board has approved the financial statements of
Ovostar Union N.V. for the first quarter of 2017.

9 June 2017 | The third meeting was held on in
Amsterdam, the Netherlands. During the meeting
the Board has authorized the Management of
Ovostar Union N.V. to hold a tender for an external
auditor for financial year of 2017.

29 August 2017 | The fourth meeting was held on

in Stavysche, Kyiv region, Ukraine. During the
meeting the Board approved the 2017 semi-annual
report of Ovostar Union N.V. and appointed the

external auditor for financial year of 2017.

13 November 2017 | The fifth meeting was held in
Amsterdam, the Netherlands. The Board of
Directors has approved the financial statements of
Ovostar Union N.V. for the nine months of 2017
and discussed the outlook for the fourth quarter of
2018 and year 2018.

Ovostar Union N.V.
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AUDIT COMMITTEE MEETINGS

In 2017 the Audit Committee of Ovostar Union N.V.
held three (3) meetings.

10 April 2017 |
Committee reviewed the auditing process for the

During the meeting the Audit

year of 2016 and discussed the Group’s Annual
Report for 2016.

18 August 2017 | Agenda of this meeting included
discussion on 2017 audit process and the Audit
Committee proposed to approve Baker Tilly Berk as
the auditor for the year 2017. Additionally, the
the Audit
plans for

operational management updated

Committee on Ovostar Union’s
development in the following 2-3 years and outlook

for the second half of the year.

13 November 2017 | During the meeting the Audit
Committee discussed potential risks for the
business and their possible impact on the Group’s

operations and results in the year of 2018.
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Being a Dutch holding company listed on the Warsaw Stock Exchange, we have to comply with both of the
applicable best practice provisions of the Dutch Corporate Governance Code (the “Code”) and the
requirements of the Code of Best Practice for WSE Listed Companies (the “Rules” and together referred to
as the “Codes”).

Dutch Corporate Governance Code

The Code includes the principles and describes the best practices for boards of directors, supervisory
boards and general meetings of shareholders, financial statements, auditors, standards compliance and
procedures of information disclosure. Dutch companies listed on the stock markets are obligated, under
Dutch law, to publish an annual report, regardless of whether they comply with the Code fully, partially, or
do not comply at all.

Following a request of various Dutch employers, employees and trade organizations and with feedback
received from various stakeholders during a consultation phase, a new version of the Code has been
published in December 2016. Most important changes are the introduction of the long-term value
creation and ‘culture’ as a component of effective corporate governance. Effective as of financial year
2017, the new Code is applicable.

If a company does not comply with the conditions of the Code, or does not meet the requirements and
conditions described in the Code, it shall specify the reasons for non-use and/or inconsistencies in the
annual report. Please refer to section “Deviations from the Dutch Corporate Governance Code” below for
more information on the Group’s compliance with the Code.

WSE Corporate Governance Rules

Companies listed on the Warsaw Stock Exchange are guided by the Rules. In 2016 the Best Practice for
GPW Listed Companies was updated according to the European Commission Recommendation of 09 April
2014 on the quality of corporate governance reporting. As the rules of the updated Code became stricter,
the non-compliance items are described in the section “Deviations from the WSE Corporate Governance
Code” below.
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DEVIATIONS FROM THE DUTCH CORPORATE GOVERNANCE
CoDE

The Codes are similar in their requirements and we
meet most of the applicable principles and
requirements of both. In case of non-compliance to
certain requirements of the Codes, we undertake to
publish the non-compliance items stating the

reasons for existing discrepancies.

Due to the fact that a new version of the Code has
been implemented and, as such, this new version
deviates from the Rules, the company does not fully
comply with all conditions of the Code. The
company is in the process of implementing all
relevant provisions, to the extent they do not
conflict with the provisions of the Rules.

The company currently does not comply, among
others, with the following requirements of the
Code:

Best Practice Provision 1.5 | Since the company has
implemented a one-tier governance structure, the
functions attributed to supervisory board members
in a two-tier governance structure are distributed
among the non-executive directors of the Group.

2.1.7 | Under this
most of the Board of Directors

Best Practice Provision
requirement,
independent non-executive
with  this

requirement meaning that three out of four of our

members shall be

directors.  We partially comply
directors are non-executive, but only two are
independent. Mr. van Campen and Mr. Karpenko
are the independent non-executive directors, while
Mr. Veresenko is a dependent non-executive
director. The Board of Directors has decided not to

overcome this non-compliance by increasing the

Ovostar Union N.V.

* Management Report
* Governance Report
- Financial Statements

» Other Information

number of Board members, as it may directly affect
the efficiency and speed of decision making by the
Board.

Best Practice Provision 2.3.2 | Since we have a one-

tier governance structure and only three
nonexecutive directors, we are not obliged to have
separate committees for audit, remuneration and
appointment. Currently, we have established the
Audit Committee. Neither remuneration committee

nor appointment committee have been installed.

Best Practice Provision 2.3.2 | Since the Chairman
of the Board of Directors was already appointed
before the new version of the Code was published,
the company does not comply with the provision
that the Chairman should be independent. The
company will take this into account when the
appointment term of the Chairman has lapsed.

DEVIATIONS FROM THE WSE CORPORATE GOVERNANCE
RULES

Due to amendments to the Code of Best Practice
for WSE in 2016,
currently we do not comply with the following

listed companies enforced

requirements of the Code:

Best Practice Principle [.Z.1 | Currently we have no
audio or video recording of a general meeting
published at the company’s website as all the
information related to the general meeting is
available in writing at our website. Additionally, we
have not published the internal rule of changing the
company’s auditor as the company strictly follows
guidelines stated in the Directive 2014/56/EU the
European Union that was adopted in April 2014 and
enforced in June 2016.
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Best Practice Principle I1.Z.1 | Since we have a one-tier governance structure we have not published the
chart describing the division of responsibilities among the Board of Directors because their areas of
responsibility are provided in writing at the website.

Confirmations required by the Codes

The Board of Directors confirms that during 2017 no conflicts of interest between the Directors and the
Group occurred. In case of a conflict of interest, the Board would have acted in accordance with the Best
Practice Provisions 11.3.2, 11.3.3 and I11.6.1 to I11.6.3 of the Dutch Corporate Governance Code.

The Board of Directors confirms that during 2017 no conflicts of interest between the Group and the
shareholders owning more than 10% equity share in the Group occurred. In case of such a situation, the
Board would have acted in accordance with the Best Practice Provision lIl.6.4 of the Dutch Corporate

Governance Code.

Other items of non-compliance

The Board of Directors hereby confirms that currently its composition is not balanced within the meaning
of article 2:166 paragraph 1 of Dutch Civil Code. Such principle was also added to the WSE Corporate
Governance Code and requires the companies to publish the diversity policy or explanation on its absence
at the website. At the date of publication of this report the Board (4 persons) consisted of 100% male
members. It is further noted that 2 out of 5 key management personnel are female. The personnel are
selected according to their professional qualifications, therefore, the Group deems such composition as
healthy. In case of future vacancies in the Board of Directors, the company will take into account the

requirement in respect of gender balance in searching new members of the Board of Directors.
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According to the Directive 2014/95/EU of the European Parliament and of the Council of 22 October 2014
we as a public entity with more than 500 employees are obliged to make the appropriate disclosure,

providing information on the environmental, social and employee matters, respect for human rights, anti-

corruption and bribery matters and the way they are dealt with.

The information provided in this statement is based on the Company’s (our) Code of Conduct (Annex 2.5 to

the Corporate Governance Rules available in writing at our website (http://www.ovostar.ua/data/file/CGR/
ANNEX%202_5%20Code%200f%20Conduct_2011_06_17.pdf).

Environmental matters

The Company is committed to conducting its
operations in an environmentally sound and
sustainable manner. To achieve protection of the
health and safety of employees, customers and the
public, the Company has established procedures
and compliance programs to ensure the minimum
Such

procedures and programs are periodically being

adverse impact on the environment.

reviewed and appraised.
Social and employee matters

The Company recruits, employs and promotes
employees on the sole basis of their qualifications
and abilities (including reputation and reliability).
The Company endeavors to enable each individual
to develop his or her talents in various ways
(including, when appropriate, through training

programs).

The Company considers safe and healthy working
conditions for its employees to be fundamental.

The Company believes that good communication
with employees is essential.

Ovostar Union N.V.

Respect for human rights

People are the key to success of any business, and
this is not different with respect to the Company.
The Company recognizes that Corporate Social
Responsibility is an integral part of its business
practice and strategy. The Company is therefore
committed to running its business to ethical, legal
and professional standards. We respect human
rights as an absolute and universal standard. In
countries where the Company operates, human
rights of our employees are supported as
appropriate in accordance with what reasonably
can be expected from a similar commercial

organization.

Furthermore, the Company refrains from
discrimination on any basis. As a result of the
above, respect for people forms a cornerstone of

our Company Values.
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Anti-corruption and bribery matters

In dealing with customers and suppliers, which may
include governmental bodies, the Company expects
its managers and employees neither to give nor to
receive bribes or anything of value in order to
retain or bestow business or financial advantages.
The employees of the Company are directed that
any demand for or offer of such bribe or anything
of value must be immediately rejected.

Accepting business entertainment and providing
reasonable business entertainment in the course of
the Company's business is acceptable.

The Company does not participate in party politics
or makes payments to political parties or to the
funds of groups whose activities are directed at
promoting a party’s political interests.

Ovostar Union N.V.

* Management Report
* Governance Report
- Financial Statements

» Other Information

When dealing with governments or governmental
agencies the Company is encouraged to promote
and defend its legitimate commercial objectives.
The Company may do so directly or through bodies
such as trade associations.

The Company is encouraged to respond to requests

from governments and other agencies for
legitimate and relevant information, observations
or opinions on issues relevant to its business and to
participate in the development of proposed
legislation or regulations in areas which may have

an effect on its legitimate interests.
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STATEMENT OF THE BOARD OF DIRECTORS ON
COMPLIANCE OF THE ANNUAL FINANCIAL STATEMENTS

With this statement the Board of Directors of
Ovostar Union N.V. confirms that, as far as their
knowledge, the financial statements of the
Group and its subsidiaries for the year ended 31
December 2017 have been prepared in
accordance with all applicable accounting
standards, and they truly and fairly reflect the
data on the assets, liabilities, financial position
and results of the Group and its subsidiaries, and
the report of the Board of Directors for the year
ended 31 December 2017 truly and fairly
reflects the position of the Group and its
subsidiaries as of 31 December 2017 and
includes a description of the key events and
results and the key risks faced by the Group and
its subsidiaries during the year 2017.

STATEMENT OF THE BOARD OF DIRECTORS ON THE
APPOINTMENT OF AN INDEPENDENT AUDITOR TO
CONDUCT AUDIT OF THE CONSOLIDATED ANNUAL
FINANCIAL STATEMENTS

With this statement the Board of Directors of
Ovostar Union N.V. confirms that Baker Tilly
Berk N.V., acting as the independent auditor of
the Group’s consolidated financial statements
for the vyear ended 31 December 2017,

[signed]
Borys Bielikov

Chief Executive Officer, Executive Director

[signed]
Marc Van Campen

Head of Audit Committee, Non-executive Director

Ovostar Union N.V.

was appointed in accordance with the legal
requirements and that the auditing company
and the person conducting the audit meet all
the legal requirements for issuing an objective
and independent auditor’s opinion.

STATEMENT OF THE BOARD OF DIRECTORS ON THE
INTERNAL CONTROL SYSTEM

The Board of assessed  the

effectiveness of the internal control system at

Directors

the end of 2017. During the investigation on
which  the
shortcomings were identified that might

assessment was based, no
possibly have a material impact on the
operational results or financial reporting of the
Group. Based on the assessment results the
Board members have come to a decision that
the internal control system of the Group
provides a reasonable degree of certainty that it
is functioning well. It should be noted, however,
that the system of internal control cannot
provide a full certainty as regards the prevention
of material inaccuracies in the financial
reporting and the prevention of losses and
fraud.

13 April 2018

[signed]
Vitalii Veresenko

Chairman of the Board, Non-executive Director

[signed]
Sergii Karpenko

Non-executive Director
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME -

For the year ended 31 December 2017 - Governance Report
(in USD thousand, unless otherwise stated) - Financial Statements

* Management Report

» Other Information

Note 2017 2016

Revenue 8 98 688 77 740

Changes in fair value of biological assets 17 164 647

Cost of sales 9 (68 081) (52 290)
Gross profit 30771 26 097

Other operating income 12 771 1202

Selling and distribution costs 10 (6 099) (4162)

Administrative expenses 11 (1 496) (1230)

Other operating expenses 13 (255) (269)
Operating profit 23 692 21638

Finance costs 14 (1 455) (1 095)

Finance income 15 340 2 165
Profit before tax 22577 22 708

Income tax expense 16 341 (175)
Profit for the period 22918 22533
Other comprehensive income
Items that are or may be reclassified to profit or loss:

Exchange differences on translation to presentation currency (4 406) (12 636)
Other comprehensive income for the period, net of tax (4 406) (12 636)
Total comprehensive income for the period, net of tax 18 512 9 897
Profit for the period attributable to:

Equity holders of the parent company 22 457 22153

Non-controlling interests 461 380
Total profit for the period 22918 22533
Other comprehensive income attributable to:

Equity holders of the parent company (4 269) (12 331)

Non-controlling interests (137) (305)
Total other comprehensive income (4 406) (12 636)
Total comprehensive income attributable to:

Equity holders of the parent company 18 188 9822

Non-controlling interests 324 75
Total comprehensive income 18 512 9 897
Earnings per share:

Weighted average number of shares 6 000 000 6 000 000

Basic and diluted, profit for the period attributable to ordinary equity 374 369

holders of the parent (USD per share)

Notes on pages 44-94 form an integral part of these company’s financial statements

Ovostar Union N.V. Annual Report 2017 | 42



CONSOLIDATED STATEMENT OF FINANCIAL POSITION °

For the year ended 31 December 2017 - Governance Report
(in USD thousand, unless otherwise stated) - Financial Statements

* Management Report
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Note 31 December 31 December

2017 2016
Assets
Non-current assets
Biological assets 17 33121 28 500
Property, plant and equipment and intangible assets 18 33217 35512
Deferred tax assets 16 151 46
Other non-current assets 19 934 958
Total non-current assets 67 423 65 016

Current assets

Inventories 20 9723 9123
Biological assets 17 13298 10679
Trade and other receivables 21 24720 12 244
Prepayments to suppliers 803 757
Prepayments for income tax 98 6
Cash and cash equivalents 22 14 958 12178
Total current assets 63 600 44 987
Total assets 131023 110003

Equity and liabilities

Equity
Issued capital 23 72 63
Share premium 30933 30933
Foreign currency translation reserve (132 271) (127 993)
Retained earnings 182 890 160 737
Result for the period 22 457 22153

Equity attributable to equity holders of the parent 104 081 85 893
Non-controlling interests 7 2 835 2511

Total equity 106 916 88 404

Non-current liabilities

Interest-bearing loans and other financial liabilities 24 9302 11 445
Deferred tax liability 16 513 782
Total non-current liabilities 9815 12 227

Current liabilities

Trade and other payables 25 9342 5008
Advances received 634 534
Interest-bearing loans and other financial liabilities 24 4316 3830
Total current liabilities 14 292 9372
Total liabilities 24 107 21599
Total equity and liabilities 131023 110 003

Notes on pages 44-94 form an integral part of these company’s financial statements
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2017 - Governance Report
(in USD thousand, unless otherwise stated) - Financial Statements

* Management Report

» Other Information

Attributable to equity holders of the parent company

. Non-
Foreign control- .
Issued Share currency Retained Result for i Total equity
capital premium translation earnings the period interests
reserve
As at 31 December 2015 65 30933 (115664) 129783 30954 76 071 2436 78 507
Profit for the period - - - - 22153 22153 380 22533
Other comprehensive
income - - (12 331) - - (12331) (305) (12 636)
Total comprehensive
income - - (12331) - 22 153 9822 75 9 897

Allocation of prior
period result

- - - 30954 (30954) - - -
Exchange differences (2)

- 2 - - _ - _
As at 31 December 2016 63 30933 (127993) 160737 22 153 85893 2511 88404
Profit for the period - - - - 22 457 22 457 461 22918
Other comprehensive
income - - (4 269) - - (4269) (137) (4 406)
Total comprehensive
income - - (4 269) - 22457 18 188 324 18 512
Allocation of prior
period result - - - 22153 (22153) - - -
Exchange differences 9 - (9) - - - - -
As at 31 December 2017 72 30933 (132271) 182890 22457 104081 2835 106 916

Notes on pages 44-94 form an integral part of these company’s financial statements
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CONSOLIDATED STATEMENT OF CASH FLOWS -

* Management Report

For the year ended 31 December 2017
(in USD thousand, unless otherwise stated)

» Governance Report
- Financial Statements

» Other Information

Note 2017 2016
Operating activities
Profit before tax 22577 22 708
Non-cash adjustment to reconcile profit before tax to net cash flows:
L ) L 9,
. Depreuahon of property, plant and equipment and amortisation of 10, 5 834 5492
intangible assets 11
Net change in fair value of biological assets 17 (164) (647)
Disposal of property, plant and equipment 2 -
Disposal of biological assets 17 1461 1003
Finance income 15 (340) (2 164)
Finance costs 14 1455 1095
Recovery of assets previously written-off 12 (60) (223)
Income from special VAT treatment 12 - (908)
Impairment of doubtful accounts receivable and prepayments to suppliers 13 39 69
VAT written off 13 40 153
Working capital adjustments:
Increase in trade and other receivables (12 356) (3819)
Increase in prepayments to suppliers (98) (424)
(Increase)/Decrease in inventories (901) 472
Increase in trade and other payables and advances received 4 586 3161
19075 22 968
Income tax paid (115) (5)
Net cash flows from operating activities 18 960 22963
Investing activities
Purchase of property, plant and equipment (1587) (6 444)
Increase in biological assets 17 (10 223) (9714)
Interest-free loans issues 19 - (958)
Net cash flows used in investing activities (11 810) (17 116)
Financing activities
Repayment of borrowings (4 200) (3937)
Interest received 340 898
Interest paid (405) (468)
Net cash flows used in financing activities (4 265) (3507)
Net (decrease)/increase in cash and cash equivalents 2 885 2 340
Effect from translation into presentation currency (105) (1124)
Cash and cash equivalents at 1 January 12178 10962
Cash and cash equivalents at 31 December 14 958 12178

For translating results and financial position into a presentation currency, the Group applies IAS 21 "The
Effects of Changes in Foreign Exchange Rates". Procedures and rules applied by the Group are specified
in Note 2.3.

Notes on pages 44-94 form an integral part of these company’s financial statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -

(in USD thousand, unless otherwise stated)

* Management Report
» Governance Report
- Financial Statements

» Other Information

1. CORPORATE INFORMATION

Ovostar Union N.V. (referred to herein as the “Company”), a limited liability company registered under the
laws of the Netherlands, was incorporated on 22 March 2011 in Amsterdam. Ovostar Union N.V. was
formed to serve as the ultimate holding company of LLC “Ovostar Union” and its subsidiaries. Hereinafter,
LLC “Ovostar Union” and its subsidiaries are referred to as the “Ovostar Union Group” or the “Group”. The
registered office and principal place of business of the Company is Jan van Goyenkade 8, 1075 HP
Amsterdam.

Principal activities of the Group include egg production, distribution, egg products manufacturing and
production of sunflower oil, rapeseed oil and related products. The largest shareholder is Prime One
Capital Ltd., Cyprus. Its principal activity is the holding of ownership interests in its subsidiary and strategic
management.

The Group operates through a number of subsidiaries in Ukraine and British Virgin Islands (the list of the
subsidiaries is disclosed in Note 7) and has a concentration of its business in Ukraine, where its production
facilities are located. Subsidiary companies are registered under the laws of Ukraine and British Virgin
Islands. The registered office and principal place of business of the subsidiary companies in Ukraine is 34

Petropavlivska Street, Kyiv, Ukraine.
Information on other related party relationships of the Group is provided in Note 26.
Total number of employees were presented as follows:

31 December 31 December

2017 2016

Production personnel 1317 1138
Administrative personnel 162 165
Other personnel 21 23
Total 1500 1326

The company is listed on Warsaw Stock Exchange.

The Group is controlled by the Beneficial Owners — Mr. Borys Bielikov and Mr. Vitalii Veresenko
(hereinafter, the “Beneficial Owners”)

The consolidated financial statements for the year ended 31 December 2017 were authorized by the Board
of Directors on 13 April 2018.
2. BASIS OF PREPARATION

2.1 Statement of compliance and basis of measurement

The consolidated financial statements are prepared in accordance with International Financial Reporting
Standards as adopted by the European Union (“IFRS EU” hereinafter).

The companies of the Group maintain their accounting records under Ukrainian Accounting Standards
(“UAS” hereinafter). UAS principles and procedures may differ from those generally accepted under IFRS
EU.

Notes on pages 44-94 form an integral part of these company’s financial statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -

(in USD thousand, unless otherwise stated)

Financial Statements

Accordingly, the consolidated financial state ments, which have been prepared from the Group entities’
UAS records, reflect adjustments necessary for such financial statements to be presented in accordance
with IFRS EU.

The consolidated financial statements have been prepared on the historical cost basis except for the
following items, which are measured on an alternative basis on each reporting date.

ltems Measurement bases

Biological assets Fair value less costs to sell

Details of the Group accounting policies are included in Note 5.

2.2. Going concern basis

The financial statements are prepared on a going concern basis, under which assets are sold and liabilities
are repaid in the ordinary course of business. The accompanying consolidated financial statements do not
include adjustments that would need to be made in case if the Group was unable to continue as a going
concern.

2.3. Functional and presentation currency

The functional currency of the Company is U.S. dollar (USD). The consolidated financial statements are
presented in the company’s functional currency, that is, U.S. dollar (USD). The operating subsidiary have
Ukrainian hryvnia (UAH) as their functional currency. All values are rounded to the nearest thousands,
except when otherwise is indicated.

The USD has been selected as the presentation currency for the Group as: (a) management of the Group
manages business risks and exposures, and measures the performance of its businesses in the USD; (b)
the USD is widely used as a presentation currency of companies engaged primarily in agricultural; and (c)
the USD is the most convenient presentation currency for non-Ukrainian users of these IFRS consolidated
financial statements.

The Group translates its results and financial position into the presentation currency as the follows:

o assets and liabilities for each statement of financial position presented (ie including comparatives)
shall be translated at the closing rate at the date of that statement of financial position;

. income and expenses for each statement of comprehensive income or separate income statement
presented (ie including comparatives) shall be translated at exchange rates at the dates of the
transactions; and

. all resulting exchange differences shall be recognised in other comprehensive income.

During 2017 and 2016, the exchange rate had significant fluctuations. Consistent with IAS 21, if exchange
rates fluctuate significantly, the use of the average rate for a period is inappropriate. Considering
significant depreciation of Ukrainian currency against major foreign currencies and seasonality of sales,
Management of the Group decided to translate income and expense items at average quarterly rates. On
consolidation, the assets and liabilities of the Subsidiaries are translated at exchange rates prevailing on

the reporting date. Income and expense items are translated at the average quarterly rates, unless the
exchange rates fluctuate significantly during that period, in which case the exchange rates at the dates of
the transactions are used. Exchange differences arising, if any, are recognized in “Other comprehensive
income” and accumulated in the “Foreign currency translation reserve”.

Notes on pages 44-94 form an integral part of these company’s financial statements
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Relevant exchange rates are presented as follows:

Closing rate as at  Closing rate as at
31 December 2017 31 December 2016

USD/UAH 28.0672 27.1909
EUR/UAH 33.4954 28.4226
USD/PLN 3.4889 4.1975
EUR/USD 1.1980 1.0525

Average rate for
the 4-st quarter

Average rate for
the 3-st quarter

Average rate for
the 2-st quarter

Average rate for

the 1-st quarter

2017 2017 2017 2017
USD/UAH 27.0598 26.4627 25.9022 26.6550
EUR/UAH 28.8073 29.0640 30.3777 31.3835
USD/PLN 4.0607 3.8395 3.6259 3.6326
EUR/USD 1.0657 1.0999 1.1753 1.1754

Average rate for
the 4-st quarter

Average rate for
the 3-st quarter

Average rate for
the 2-st quarter

Average rate for

the 1-st quarter

PAOKS 2016 2016 2016
USD/UAH 25.6537 25.2618 25.3760 25.8896
EUR/UAH 28.2764 28.5535 28.3463 27.9580
USD/PLN 3.9594 3.8747 3.8938 4.0657
EUR/USD 1.1032 1.1296 1.1160 1.0794

3. BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries
as at 31 December 2017. Control is achieved when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to affect those returns through its power over
the investee. Specifically, the Group controls an investee if, and only if, the Group has:

o Power over the investee (i.e., existing rights that give it the current ability to direct the relevant
activities of the investee)

o Exposure, or rights, to variable returns from its involvement with the investee
o The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights result in control. To support this
presumption and when the Group has less than a majority of the voting or similar rights of an investee,
the Group considers all relevant facts and circumstances in assessing whether it has power over an
investee, including:

. The contractual arrangement with the other vote holders of the investee
. Rights arising from other contractual arrangements

o The Group’s voting rights and potential voting rights

Notes on pages 44-94 form an integral part of these company’s financial statements
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The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control. Consolidation of a subsidiary begins when
the Group obtains control over the subsidiary and ceases when the Group loses control of the subsidiary.

Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the year are
included in the consolidated financial statements from the date the Group gains control until the date the
Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity
holders of the parent of the Group and to the non-controlling interests, even if this results in the non-
controlling interests having a deficit balance. When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into line with the Group’s accounting policies.
All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill),
liabilities, non-controlling interest and other components of equity while any resultant gain or loss is
recognised in profit or loss. Any investment retained is recognised at fair value.

4. USE OF ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements requires management to make estimates and assumptions
that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the end of the reporting period. However, due to uncertainty about these
estimates, actual results recorded in future periods may differ from such estimates.

These consolidated financial statements include management's estimates regarding the value of assets,
liabilities, revenues, expenses, and recognized contractual obligations. These estimates mainly include:

4.1 Impairment of property, plant and equipment

In accordance with IAS 36 "Impairment of Assets" the Group reviews the carrying amount of non-current
tangible assets (mainly property, plant and equipment) to identify signs of impairment of these assets.

If there is an indication that an asset may be impaired, the Group uses a model of strategic planning in
order to calculate the discounted cash flows (using the "value in use" method, as defined in IAS 36) and,
thus, assess the recoverability of the carrying amount of property, plant and equipment. The model was
based on budgets and forecasts approved by the management for the next 5 years.

Expected future cash flows reflect long-term production plans formed on the basis of past experience and
market expectations. The plans take into account all relevant characteristics of poultry farming, including

Notes on pages 44-94 form an integral part of these company’s financial statements
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egg production, volume of egg processing, prices for main components of mixed fodder. Thus, the
production capacity is the basis for forecasting the future production volume for each subsequent year and
related production costs.

Levels of costs included in projected cash flows are based on current long-term production plans. When
conducting impairment testing, recent levels of costs are taken into account, as well as the expected cost
changes based on the current condition of operating activities and in accordance with the requirements of
IAS 36. IAS 36 provides a number of restrictions on future cash flows, which may be recognized in respect
of future restructuring and capital modernization expenses.

Below are the key assumptions that formed the basis for forecasting future cash flows in the models:

. prices for main components of mixed fodder are based on internal forecasts of the Group's
management;
. production data (production of eggs, safety of livestock, meat production volume, production of egg

products) based on internal forecasts of the Group's management from past experience;

. selling prices for eggs, egg products and poultry meat are based on forecasts of the Group's
management and market expectations.

Management believes that calculations of the recoverable amount are most sensitive to changes in such
assumptions as the price of poultry meat, price of eggs and eggs product, price of poultry fodder and
production data. Management believes that any reasonably possible change in key assumptions on which
the recoverable amount of the Group is based will not cause the excess of carrying amount of the Group
over its recoverable amount.

Application of IAS 36 requires extensive judgments by the management regarding estimates and
assumptions related to future cash flows and discount rate. Given the nature of the current global
economic environment, such assumptions and estimates have a high degree of uncertainty. Therefore,
other similar assumptions may lead to significantly different results.

4.2 Fair value of biological assets

Estimation of fair value of biological assets is based on the discounted cash flow model. The fair value of
biological assets might be affected by the fact that the actual future cash flows will differ from the current
forecast, which typically occurs as a result of significant changes in any factors or assumptions used in the
calculations.

Among such factors are:

. differences between actual prices and price assumptions used in estimating net realizable value of
€g8s;

. changes in productivity of laying hens;

. unforeseen operational problems inherent in the branch specificity;

Notes on pages 44-94 form an integral part of these company’s financial statements
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. age of hens at the end of the reporting period;

. changes in production costs, costs of processing and products sales, discount and inflation rates and
exchange rates that could adversely affect the fair value of biological assets.

The key assumptions concerning biological assets based on discounted cash flow approach are presented

as follows:

. cost planning at each stage of poultry farming will remain constant in future periods;

. egg production volume will not be significantly changed;

. egg sale price in future periods;

. long-term inflation rate of Ukrainian UAH in future periods;

. discount rate for determining the present value of future cash flows expected from the biological

assets (Note 17).

Management determined that calculations of the fair value of biological assets are the most sensitive to
changes in such assumptions as the volume of egg production, cost planning and prices of eggs, eggs
product and poultry meat. Management believes that any reasonably possible change in key assumptions
will not cause any significant change in the fair value of biological assets.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

. Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

. Level 2: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

. Level 3: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

Although some of these assumptions are obtained from published market data, the majority of these
assumptions are estimated based on the Group’s historical and projected results.

Fair value related disclosures for financial instruments and non-financial assets that are measured at fair
value or where fair values are disclosed, are summarized in Notes 17, 29.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based

on the presumption that the transaction to sell the asset or transfer the liability takes place either:
In the principal market for the asset or liability
Or

In the absence of a principal market, in the most advantageous market for the asset or liability

Notes on pages 44-94 form an integral part of these company’s financial statements
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4.3 Allowances for doubtful debts

The Group forms allowances for doubtful debts to cover any potential losses arising in case of buyer's
insolvency. In assessing the adequacy of the allowance for doubtful debts the management takes into
account overall current economy conditions, terms of balances for outstanding receivables, the Group's
experience to write-off liabilities, customers' solvency and changes in the conditions of payment. Changes
in the economy, industry or financial position of individual buyers may cause adjustment to the amount of
allowance for doubtful debts reflected in the consolidated financial statements.

4.4 Useful lives of property, plant and equipment

The Group estimates useful lives of property, plant and equipment at least at the end of each financial year
and, if expectations differ from previous estimates, changes are recorded as changes in accounting
estimates in accordance with IAS 8 "Accounting Policies, Changes in Accounting Estimates and Errors".
These estimates can have a significant impact on the carrying amount of property, plant and equipment
and depreciation expenses during the period.

4.5 Deferred tax assets

Deferred tax assets are recognized for all unused tax losses to the extent that the inflow of taxable profit is
possible, at the expense of which these losses may be implemented. Significant judgments are required
from the management in determining the amount of deferred tax assets that can be recognized on the
basis of the possible terms of receipt and the level of future taxable profit together with the future tax
planning strategy.

5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
5.1 Recognition and measurement of financial instruments

Financial assets and financial liabilities are recorded in the Group's consolidated statement of financial
position when the Group becomes a contractual party regarding the corresponding financial instrument.
The Group records the acquisition and sale of financial assets and financial liabilities at the settlement date.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit or loss.

Fair value of investments that are actively traded in organized financial markets is calculated on the basis of
current market value at the close of trading on the reporting date. Regarding investments in securities for
which there is no active market, fair value is calculated using other methods of valuation of financial
instruments. Such valuation methods include the use of information on recent market transactions
between well

Notes on pages 44-94 form an integral part of 