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Part A

Letter from the President

KOMORNIKI, 12th March 2020



Letter from the President

Dear Shareholders, Partners, Employees,

Customers

In 2020 we will celebrate the 25th Anniversary of Eurocash. This, what today is one
of the biggest companies in Poland, at the beginning was just a vision.

If we look back - we can see how much we achieved. The most important thing
was that we managed to help our clients in their fight with large chains. Indepen-
dent trade is today still the largest segment of the FMCG market, while 25 years
ago, it seemed impossible, that small stores will survive. We have been able to
grow, as scale was one of the key factors to improve efficiency of supply chain for
the small format stores. We grew from 1% market share to app. 28% of the FMCG

wholesale market in Poland.

Apart of this we managed to develop a number of tools, wh

ich helped our clients

- franchise systems to give the marketing support, moderr

and efficient supply

chain to increase their
change the image of tr

stores, which after this 25 years can call themselves modern independent

competitiveness. We see also the work we did in order to
aditional trade - it was the old way to look at smal

format

trade.

In 2019 we took some very important challenges to optimize our business. One of

our key achievements
year for this segment t

wdas integro
O work as o

tion of the retail segment. 2020 will be

ne centralized body. The supermarket chain of

the first

currently over 1500 stores under the Delikatesy Centrum brand is going to be the

largest in the country.

In 2019 as Eurocash Group, we kept supporti

ng polish small and medium entrepre-

neurs to customize their offer to their clients’ needs and differentiate their stores
from offering of large chains. We successfully managed to merge Eurocash Distri-
bution with Eurocash Alcohol creating a business with sales revenues at level of
/bn PLN. As a result we will be able to improve efficiency and service to our clients.

and mobile app, our cl
ultimately translates ir

usand clients were using

to more tinr

—urocash.pl. Tr

e to increase their store’s cost efficienc

e devoted to customers. In 2019 almost
e long-term goal is to make Eurocash.p
available to all of our 80 thousands Clients. In 2019 we launched also the extension

hanks to our commitment to continue development of the Eurocash.pl platform
ients are ab

Yy, which

12 tho-

of the platform - the Eurocash.pl Market - a marketplace to allow our clients to

iNncrease their assortment wit
IS another advantage over s

'h products sold by local or non-food suppliers which
‘andardized offer of large chains.

We keep investing in new business concepts. 2019 was another year of further pro-

gress on our projects segment.
development as part of

entrepreneurs can free
Ben stores with positiv

agents or
y diversify
e results, w

Duzy Ben, Kontigo, abc on wheels contir

ue their

franchise systems. With all these optio

NS, local

their businesses. In 2019 we started to see Duzy

nat creates us a big opportunity to accelerate
the growth of this format by entering new regions of Poland.




2019 was a good year for us, where we saw a strong growth in the whole business
and most of our business units managed to achieve their objectives. | would like
to congratulate and thank our employees, suppliers, clients and shareholders for
the support and commitment they gave us. However, another year of hard work
is ahead of us, with the new challenges such as difficult task of further improving
the efficiency of our retail business and accelerate expansion of our projects.

Sincerely,

Luis Amaral

President of the Eurocash Group




Part B

Report of the Management Board

For the period from 1 January 2019 to 31 December 2019

NOTE FROM TRANSLATOR

NIS documen

IS a translation from Polish.

ne Polish oric

inal is the binding version and shall be referred to in matters of interpretation.

KOMORNIKI, 12th March 2020



Contents

LETTER FROM THE PRESIDENT 5
1. SUMMARY OF EUROCASH GROUP OPERATIONS IN 2019 9
2. EUROCASH GROUP BUSINESS OVERVIEW 16
2. 1. MARKET ENVIRONMENT ...ttt st st s sase s s sassasssessssanssassssssssssssnsssssssssssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssnssassassssssnssnss 16
2.2. EUROGCASH GROURP: BUSINESS FORM AT S ...ttt sttt sttt sessasseassasseasassaassassaassssssassssssasssssssssssssasssssssssssssssssssssssssssssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnsssnssnsssnsss 23
2.3. NUMBER OF OU T LE T S .. ittt ittt sttt st saessasasssassssssnssssssassssssassssssassssssnsssssssssssssssssssssssssssssssssssssssssssssnsssssssssssssnssssssnssssssnssssssnsssnssnsssns 26
2.4. SALES STRUGCTURE ...t ettt st ta s e tas seaesas s easasseassassaassassaasssssaassssssasssnssasssnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssessssnssnssssssnssenssnssonss 27
2.5. STRUCTURE OF THE EUROQCASH CAPITAL GROWUP...... ittt sttt st st e saasassaassassaasssssanssssssassssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnsssnsss 27
5. EUROCASH GROUP DEVELOPMENT PROSPECTS 29
3.1. EUROGCASH GROUP DEVELOPMENT ST R AT EGY . ittt ittt te st tesstassassaassssssassssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnsssnsss 29
5.2. FACTORS IMPACTING DEVELOPMENT OF EUROGQCASH GROUP......u ittt st s ettt st s ss s sassassaassassassassssssssssssasssssssssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssasssssssssnsss 30
5.5, RISKS AN D THRE AT S ettt ta st taa s e sa s aaesaasaassaasaasssasaassssssasssassasssssssssssssssssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssnssnssenssnssanss 31
3.4, INOTE ON SEASON A LT Y ittt ittt sttt st te st sasssassassaassssssassssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnssssssnsssnsss 35
4. MANAGEMENT DISCUSSION OF EUROCASH GROUP FINANCIAL PERFORMANCE FOR 2019 56
4.1. PRINCIPLES APPLIED IN THE PREPARATION OF ANNUAL CONSOLIDATED FINAN CIAL ST AT EMEN T S .. ettt st st s sa s e sas s e sassaassassaassnsssassssssnsssssssssssssnssssssnssssssnssssssnsssssssssssssssssssssssssssssssnssssssnssssssnsssnsss 36
4.2. EUROCASH GROURP: FINANCIAL AND OPERATIONAL HIGH LIGH T S ettt sttt e st s s sassassessaassassasssssssssasssssssssssssssssssssssssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssnsssssssssnsss 37
4.5 PROFIT AND LOSS ACCOUNT = PROFITABILITY AN ALY SIS it st st s e sesaassaasaasseassassssssassssssssssssssssssssssssssssssssssssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssnssssssnsssnssnssanss 42
4.4, BALANCE SHEET AT A .. ittt ettt seesae st sassaassassasssssssassssssnssssssassssssssssssssssssssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssssssssssnssssssnsssnssnssas 45
4.5, KEY OF F-BAL AN CE SHEET [T EM S . e et ettt e st san s e sa s s aassaasaassaasaassaasaassssssasssssssssssssssssnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssessssssessssssesssnssessssssensssnsenss 47
4.6. EUROGCASH GROUP CASH FLOW AN ALY SIS, ittt sttt st s st sa st saesaassassaassssssassssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssassssssnsssnsss 48
4.7 INVESTMENT A T IV T Y ettt et e et se s e s e sassassasssasaassassasssssssssnssssssssssssssssssssssssssssassssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssasssssssssnssnssnssssssnsss 50
4.8. KEY CONTRIBUTORS TO 2019 FINANCIAL PERFORMANCE OF EUROGCASH GROUNP......iiiiiii ittt ettt st sasseassas s e sassaassassaasssssaassssssnssssssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssesssnsssnssnssansssnssnss 52
5. ADDITIONAL INFORMATION 53
5.1. INFORMATION ON COURT PROCEEDINGS . ... et ettt sestas st tas s e sasseassassaassasssassssssassssssnsssssssssssssssssssssssssssssssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnssansss 53
5.2. INFORMATION ON SIGNIFICANT AGREEMEN T S . ettt st st sessat s e sasseassassaassassssssssssssssssssssssssnsssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnssssssnsssnssnsssnes 53
5.5. INFORMATION CONCERNING EXECUTION BY THE ISSUER OR ITS SUBSIDIARY TRANSACTION WITH RELATED PARTIES. ....cu ittt sttt st st s ss s sasse s s aassassasssssssssassnsssssssssnssnssssssssssssassssssssssssnssassasssnssnsss 53
5.4. INFORMATION ON TRANSACTIONS WITH CONNECTED ENTITIES. ...ttt sttt sttt st seseasseassassaassassasssasssssssssssssssssassssssassssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnsssnsns 53
5.5, FORECASTS PUBLICATION . . ittt ittt rertesessasstessassaassassasssassssssassssssnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnsssnssnsssnss 54
5.6. CHANGES IN KEY MANAGEMENT PRINGCIPLES. ... ittt et sttt et a s e sa s easa s aaesaasaas s aasaassaesaassassaassssssasssssssssssssssssssssssssssssssassssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssonsenssssssnssosssnssenssnssenss 54
5.7. AGREEMENTS WITH MEMBERS OF THE MANAGEMENT BOARD AS FINANCIAL COMPENSATION GUARANTEES. ... oo ittt st stae st s e seesaasassaassssssassssssassssssassssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnssssssnssanss 54
5.8. INFORMATION ON REGISTERED AUDIT COMPAN Y ..ttt ittt sttt s sassastessassassesssssssssassssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssssssssnsss 55
6. STATEMENT ON CORPORATE GOVERNANCE RULES 56
6.1. INDICATION OF CORPORATE GOVERNANCE RULES APPLICABLE TO ISSUER ...ttt st s ettt e s e s e sassaaseassassassassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssasssssssssnssns 56
6.2. SHAREHOLDERS STRUGCTURE..... oottt st st e st st s eas s aasaas s easaassaasaasssnssasssssssssssssssssssssssssssssssssssssssssssssasssssssssssssssssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssssssssssnssasssnsssssansssnssnss 56
6.3. DIVERSITY IN THE WO RKP L ACE. ... ittt st e st st s saesaasaassaessassssssassssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssnssnsssnsssnsns 60
6.4. THE PARENT’S GOVERNING BODIES.. ...ttt st sttt e st s es e sassaasaassassassassssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssssssssssssssssssassnsssssssssnsss 60
6.5. DISCUSSION OF AMENDMENTS TO ISSUER’S ST AT U T ES .. ettt st st s eas st sasseassasseassassasssassssssssssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssns 67
6.6. DISCUSSION OF PREMISES FOR APPOINTING AND RECALLING MANAGEMENT STAFF AND THEIR ENTITLEMENTS - IN PARTICULAR RIGHT TO TAKE DECISIONS ON SHARE ISSUE OR BUYOUT........ccoiiiiiiiiiiininniennnnn. 67

6.7. INFORMATION ON EMPLOYEE SHARES CONTROL SY ST EM. . ittt st e s e st st s e s aae s e s aas s e aasseassasseassssssnsssssssssssssssssssssssssssassssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssessssssenssssssnssssssnssssssnsssnssns 68




6.8. KEY FEATURES OF INTERNAL CONTROL AND RISK MANAGEMENT SYSTEMS APPLIED BY THE COMPANY IN DRAFTING FINANCIAL STATEMENT S ...t st ea e s e s e s sasessasse s sassenssansensss 69

6.9. INFORMATION REGARDING AUDIT COMMITTEE.. ...ttt st sestas st sas s e sassaassassaassasssasssssssssssssassssssasssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnssssssnssansss 70
7. STATEMENT ON NON-FINANCIAL INFORMATION 73
7.1  STATEMENT ON NON-=FINANCIAL INFORMATION. .. ettt sttt sttt st sas s e sassaassassaassssssassssssassssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssssssssssnsssnssssssnssssssnss 73
7.1.1 EUROGCASH GROUP BUSINESS MODEL.. ettt ittt sttt tts s st sas st sasssassassssssassssssssssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssssssssssssssssssssnssssssnssssssnsssnss 73
7.1.2 EUROCSH GROUP MANAGEMENT STUGCTURE ...t st st s e st s e st s easseassassaasaasseassassssssssssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssessssssessssssenssssssnsssnssnssonsas 24
7.1.3 EUROCASH - PATRON OF POLISH ENTREPRENEURSHIP...... .ottt sttt sts e sts s sesaasseassassasssassssssnsssnssssssssssssssssssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssssssssssssssssnsssnssnsssns 75
7.1.4 LEQUAL [N BUSINESS” RANKING . ..ttt ettt et es e satsassesaasaassasssssssssnssassssssssssssassssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssnssassassssssnssnss 75
7.1.5 HEROES OF INNOVATION. .. ittt sttt st e st seesaassaasaassaassassassanssssssssssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnsssnssnssanss 75
7.2, RESPONSIBLE MANAGEMENT ...ttt et st sa st sas s e sassaassassaassssssassssssnsssssssssssssssssssssssssssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnssssssnsssnsss 76
T7.2.0. ETHICS AND VALUES . ...ttt st s e sasaas s sassassassaassassasssssssssnssassssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssnssnssnssssssnssns 76
7.2.2. EUROGQCASH GROUP VALUES ...ttt st sttt st s sae seassas s e aassaassasssassssssnssssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnsssnssasssnssnsssnss 76
7.3. EUROGCASH GROUP ST R AT EGY .ttt sttt st seaeseseasaessassasssassssssnssssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnssssssnsssnsss 77
7.5, 1. STRATEGIC ASSUMPTIONS ... et et et a s e sas s e saaseasassaassassaasssssaassssssnssssssassssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssessssssesssssssnssssssnsssnssnssonsas 77
7.3.2. CORPORATE SOCIAL RESPONSIBILITY ST R AT EGY .. ittt ittt sttt et tasseassas st sassasssasssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnssssssnsssnss 78
7.3.3.  RISK MAN A GEMEN T SY ST EM i ettt e s e s e sassassaassasaassassasssssssssnssssssssssssassssssssssssssssssssssssssssasssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssnssnssnssssssnssnssns 79
728 S = 1 o T D 8 81
T.4.0. EMPLOYEES ... o it et ettt s st sas s e se s saasassaassassaasssssanssssssnssssssnssssssnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssssssssssssssnssssssnssssssnstesstnstesstnstsstnsttstnstsnstnsstnstnssrnssnnsens 81
7.4.2. GOOD WORKING CONDITION. ..ttt ettt sestastassassessssssassassssssssssssassssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssssssssnssnsssssssssnss 85
7.4.5. SAFETY = COMMON MAT T E R ettt st s e s e saaseassaasaassaasaassaassassssssassssssnsssassssssssssssssssssssassssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnsssnsss 85
7.4.4. DEVELOPMENT AND COMMITMEN T ... ittt ste s ses s sessasseassassssssasssssssssssssnssssssssssnssssssassssssnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnsssnssnsssnssnsssnss 87
7.4.5. EMPLOYEE VOLUNTEERING.....ca ittt sttt st s e st se s easeaseas s eassasseasaassaasaasssnssssssnssssssnssssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssenssssssnsssnssnssansss 90
7.5. QUALITY WITHOUT COMPROMISE FOR EVERYONE.... o ittt st st s s et e se s easseassas s e sassaassasssnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnsssnssnsssnssnsssnss 90
7.5.1. QUALITY WITHOUT COMPROMISE FOR EVERYONE ... ittt sttt st s e s s sasasseessasassassssssssanssasssssssssssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssasssssssssnssnsssssssssnsss 90
7.5.2. OQUR SUPPLIERS ... et et st sa st sas s e sa s s eassassaasssasaassassaasssssanssssssnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssnsssnssssssnssnnsans 91
7.5.3. PRODUCGCT QUALITY AN D SA R E T Y ittt ittt sttt ststeesessas st sassaassasssassssssnssssssassssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssssssnssssssnssnnsas 91
T7.5.4. OWIN BRAND. ..ttt se s et e sassassaassassassasssssssssnssassssssssssssassssssssssssassssssssssssasssssssssssssssssssssssssssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassnssssssssssssasssssssssnssassasssnsanss 92
7.5.5.  AVAILABILITY OF PRO DU T Sttt sttt sttt s e sesaassaasaassassaasssassasssssssssssssssssssssssssssssssassssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssesssssssnssnsssnsssnsss 92
7.6. WE USE LESS, WE DON T WA S T ...ttt ettt tes s stsea sessaesaassassesssassssssassssssnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnsssnssnsssnsssssss 93
7.6.1. GREEN INFRASTRUCGTURE.. ... ettt et et st sas st sas s e sa s s eas s aasaassassaasssesaasssnsansssnssassssssssssnsssssssssssssssssssssssssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssessssssessssssesssssssssssssenssnnssnssnnssns 93
7.6.2.  GREEN TRANSP O RT ...ttt ettt r e sestatseastasseassassaassassaassssssassssssnssssssassssssnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssssssssssssssnsssssans 94
7.6.3.  WE DO NOT WA S T E .ttt e s e s e sasassaesaasaassassasssssanssassssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassnsssssssssnssnssssssnssns 94
7.6.4. EMISSION S ... e r e e s et e s e s e s aasse s aas s e aassaasaasseasanssssssnsssnssssssasssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssssssssssssssssssssasssssssssensssssssstsssenstsnsenstenstnstenstnsttstasttstnsttstnsttnstnsenes 94
7.7. EUROGCASH SKILLS AC A D EMY ittt sttt st se s s sasaassaesaassassaasssssanssssssnssssssnsssssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssssssnssnssssssnssanssnsssns 95
7.8. EUROGCASH GROUP FOUNDATION. ...ttt ittt sttt s tes st sessassassasssssssssassassssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssnssnsssssssssnssnss 98
8. REPRESENTATIONS OF THE MANAGEMENT BOARND.... oottt st st st sa st sasseaesassaassssssassssssnsssssasssssssssssssssssssssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssssssssssnssssssnsssnssnsssnssnssns 100
8.1. APPOINTMENT OF ENTITY QUALIFIED TO AUDIT FINAN G AL ST AT EMEN T S .. ittt e st s es s sassaessassassassasssssssssassassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssnssnssssssnssnssns 100
APPENDIX: FINANCIAL RATIOS DEFINITIONS . .. ittt sttt sttt stssa s seassas s e sassasssassssssnssssssssssnssssssnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssssssnssssssnssssssnsssnssnsssnsss 101

SIGNATURES OF MANAGEMENT BOARD MEMBERS ...t et et st ta st ta s s e sas s easassaassassaassassaassssssasssssanssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssnssssssnsssnsssssenss 102




1. Summary of Eurocash Group operations in 2019

Table 1: Eurocash Group: Summary of 2019 Financial Performance
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Table 2: Eurocash Group: Normalized 2019 Financial Performance (before IFRS16)

*bonus on meeting the terms of the contract with PEP
*excluding impact of the one-offs




Consolidated sales of Eurocash Group in 2019 amounted to PLN 24 852.24 m and

increased by 8.84% YoY. Sales growth was driven mainly by Wholesale segment terms of valuation, presentation and disclosure.

(PLN +1 028 m in 2019) and further development of Retail segment (PLN +958 m

in 2019). IFRS 16 introduces a single model of the lessees accounting and requires the les-
see 1o recognize assets and liabilities resulting from each lease with a period ex-

Gross margin on sales realized by Eurocash Group in 2019 increased by 0.43 p.p. ceeding 12 months, unless the underlying asset is of low value. On the date of the

YoY and amounted to 13.05%. In 2019 EBITDA amounted to PLN 794.08 m. In 2019, commencement, the lessee recognizes an asset component due to the right of use

-BITDA before IFRS16 amounted to PLN 430.03 m and increased by 2.73% YoY. The of the underlying asset and a lease liability that reflects his obligation to make le-

growth of EBITDA was attributable to better performance of Wholesale segment. ase payments.

Other impact was one-offs in 2018 which amounted to PLN 44.75 m: sales of Pay-

Up PLN 74.76 m, provision on restructuring costs PLN -27.00 m and costs of Mila The lessee separately recognizes depreciation of the asset component under the

reorganization process PLN -3.01 m. right of use and interest on the lease liability.

The net profit in 2019 amounted to PLN 79.13 m. Net profit in 2019 before IFRS16 The lessee updates the valuation of the lease liability after the occurrence of cer-

amounted to PLN 100.65 m and decreased by 9.85% YoY. Decrease of net profit tain events (eg changes in the leasing period, changes in future lease payments

was attributable to one-offs, which was higher in 2018. resulting from the change in the index or the rate used to determine these char-

ges). In principle, the lessee recognizes the revaluation of the lease liability as an
-BITDA normalized in 2019 amounted to PLN 415.26 m compared with PLN 373. 86 adjustment to the asset’s value due to the right of use.
M previous year which means an increase of 11.07%. In 2019 there was one-offs

regarding additional earn out from agreement with PEP in connection with fulfil- The Group is a lessee, mainly in the case of lease agreements for rental and me-
ing the terms of the deal of PayUp sales in amount of PLN 22.75 m and write-off ans of transport.

of Sushi 2 Go PLN -7.98 m. EBITDA increase was primarily related to the improve-

ment of the wholesale segment’s financial results, which were partially off-set by _essor accounting in accordance with IFRS 16 remains substantially unchanged
the results of the retail segment being in the process of reorganization and inte- from current accounting in accordance with |AS 17. A lessor will continue to reco-
gration. gnize all lease agreements using the same classification principles as in IAS 17, di-

stinguishing between operating leases and financial leasing.
Implementation of IFRS16

IFRS 16 requires wider disclosures from both the lessee and the lessor than in the

In January 2016, the International Accounting Standards Board issued Internatio- case of IAS 17.

nal Financial Reporting Standard 16 Leasing (,IFRS 16™), which replaced IAS 17 Le-

asing, IFRIC 4 Determining whether the contract includes leasing, SKI 15 Operating The lessee has the right to choose a full or modified retrospective approach, and
eases - special promotional offers and SKI 27 Substance assessment transactions the transitional provisions provide for some practical solutions.

using the form of leasing. IFRS 16 sets out the accounting principles for leasing in
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I:

The Group has implemented IF

ler application is perm

RS 16 is effective for annual periods beginning or
itted for entities that apply
application of IFRS 16. The Group has not decided to apply IF

January 1, 2019 and later. Ear-
FRS 15 from or before the first
RS 16 earlier,

RS 16 using a modified retrospective method.

The Group has benefited from the exemption regarding short-term leases.

he anall
which cor

sis of the Group’s agreeme

Nts in terms of IFRS 16 began by determining
tracts are under the definition of a lease. Lease liabilities are recognized

at the value of discounted future payments during the lease term and the asset

due to the right of use -

in the same amount corrected bL
oayments or calculated lease payments recognized in th

the amount of any pre-
e statement of financial

position before the date of first application. Lease payments are discounted using

asset being leased.

asset available for use by the
e lessee is entitled to use, along with opti
ce assume that

which tr
May with reasonable assurar
ng or will not use the option of termination.

q

O.:

It Wi
N th

the lesser interest rate of the lessee on the date of th
ned for individual leasing segments depending on thei

he date of start of the leasing period is the date on which the lessor
essee. The leasing period includes the period during

onal periods, when

e first application, determi-
r period and the type of the

makes the

the Group

| exercise the option of exten-
e case of establishing periods

contracts concluded for an indefinite period, the Group applied the criteria of

sufficient certainty and took into account all relevant facts and circumstances,
including business plans.

Is

Presented in the
to analysis or revi

RS are not finar

ced in accordance with

Report of the Management

ew by an independent certi
U

Board non-IF

F

RS.

Data that is not IF

RS data is not subject
fied auditor. Data not covered by

RS are not

uniformly defined and calculated by others, and may be not comparable to data

oresented by other entities, inc

uding those managing activities in the same sco-

oe of communication as the Eurocash Group. The financial information should

be analysed as additional rather than replacing financial information prepared ir
accordance with EU IFRS. Non-IFRS data should not be assigned a higher level of
materiality than measurements directly resulting from the Consolidated Financia
Statements.

Operating segments of Eurocash Group

As at 31st December 2019, the Eurocash Group’s wholesale trade network compri-
sed 180 Cash&Carry warehouses, under which a network of ,abc” partner stores
was organized, which included 8 985 |ocal grocery stores. In franchise and partner
networks cooperating with Eurocash Distribution, there were 5 133 stores associa-
ted. The retail network included 1565 small supermarkets, including 1 351 operating
under the Delikatesy Centrum brand and 450 Inmedio press salons.

The sales dynamics divided into individual sales segments are presented in the
chart on the next page.
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Chart 1. Eurocash Group: External sales of goods in 2019 according to the
segments (PLN m)

Source: Own study

In 2019 sales of goods in Wholesale segment amounted to PLN 18 710.44 m com-

paring with PLN 17 682.83 m in previous year which means growth by 5.81%. Ir
Wholesale, main contributor to growing sales was Tobacco format. Retail sales of

goods realized by Retail segment in 2019 amounted to PLN 5 904.81 m compared
to PLN 4 94712 m in previous year which means growth by 19.36%. The main driver
of sales increase in Retail has been full 12 month period of Mila chain sales, which
was acquired in the end of May 2018 as well as good organic growth in other reta-
il formats. In 2019 sales of goods realized by Projects segment amounted to PLN

104.56 m in comparison to PLN 50.94 m last year. Such a sig
IS related to entering into expansion phase by Duzy Ben cha

ments.

A

Ir

ificant increase YoY
of stores.

Below we present the distribution of sales revenues for 2019, split on business seg-

Chart 2. Eurocash Group: Presentation of the Group’s segments by retail, wholesale
and projects segments (%)

Source: Own study
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Th
wh

e retail segment accounted for nearly 24% in the
olesale segment was responsible for almost 76% of

VE

-urocash Group, wh
Curocash Group’s so

ile the

€S re-

nues. Compare to the 2018, retail segment increased by 2.08% and wholesale
segment decreased by 2.27%.

Chart 3. Eurocash Group: Sales of the wholesale segment by
individual formats (PLN bn)

Source: Own study

The largest share in the Wholesale segment sales is generated by Eurocash
bution and Eurocash Tobacco - each responsible for 36% followed by Cash & Car-
ry - 25%. The sales of Eurocash Food Service amounted to 3% of 2019 sales.

Distri-
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The biggest share in

followed by Mila chain stores counted together with Part

res where

14%, the same res
in liquidation. The

~urocash hold 50% of shares -

Delikatesy Centr

which share in the segment’s revenue was 8%.

The Retail segment consists mainly of stores under Delikatesy Centrum brand.
) Retail segment is generated by Delikatesy Centrum - 38%,

ner stores - 26%. Sto-

um Own, amounted to

Ult was achieved by post EKO stores run by EKO Holding S.A.
Retail segment also includes the sales of Inmedio newsagents,

Chart 4. Eurocash Group: Sales of the retail segment by individual formats
(PLN bn)

Source: Own study



2. Eurocash group business overview

2.1 Market Environment

Key macroeconomic data

Due to the fact that the Eurocash Group does business in Poland, the local ma-
croeconomic environment had and will have a significant impact on the future fi-
nancial performance and the Group’s development.

The pace of economic growth, household income levels, and other macroecono-
mic factors has a significant impact on the population’s spending levels and the
oace of growth in the domestic demand. Likewise, they also indirectly affect the
Group’s sales revenues.

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

Table 3: Macroeconomic situation in Poland

Source: Polish Central Statistical Office
* Preliminary data for 2019
** As at year end

16
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Chart 5. Macroeconomic: GDP change vs. Registered unemployment

Source:; Polish Central Statistical Office

Chart 6. Macroeconomic: Inflation vs. Wage dynamics in Poland (nominally)

Source: Polish Central Statistical Office
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Poland’s econom
estimates amour

ic growth, as measured by GDP growth, according to preliminary
ted in 2019 to 4.1% compared to 5.1% in 2018. In 2018 the fastest

growing sector of the economy was trade and repair of motor vehicles - the va-
lue added in this sector increased by 4.7% year on year. High growth dynamics

were achi

constructi

eved o
on busi

so by other industries. In

industry - an increase by 4.2% YoY,
ness 2.8% YoY. Total consumption in 2019 increased by 4.0% ar

in consumption in the household sector by 3.9% YoY.

The increase in operating expenses, which are significantly |
ase in wages, also has a remarkable impact on the operatior
Poland. In years 2017-2018, the dynami
enterprises ranges from 5.6% to 7.0%

N

d

inked to the incre-
s of enterprises in
cs of gross wages and salaries in private
and in 2019 it amounted to 6.5% (data from

the Central Statistical Office). In the same period, inflation of consumer goods and

services was recorded in

Prices of
of alcoho

At the end of

Poland, which in 2019 amounted to 2.3% YoY.

iIC beverages and tobacco products increased by 1.3% YoY.

improved comparing to the previous year and amounted to 5.2%.

Polish FMCG market - general information

The FMCG market includes food prod
co products, and household chemica

According to the Nielsen, value of the FMCG market in 2019 in

by 5.1% in comparison with the 2018.

food and non-alcoholic beverages in 2019 increased by 4.9% and prices

December 2019, the registered unemployment rate in the country

uUcts, soft drinks, alcoholic beverages, tobac-
s and cosmetics.

Poland increased
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Chart 7. Structure of the FMCG market in Poland

Source: Own estimates based on PMR data

agency,

Wil

ns for several

persist. Currently, the share of discount stores is 27.7% and accordir

he total value share of large-format stores has been changir
scount chai

years. This trend, according to the ana

g in favor of di

yzes of the

DM

2
9

to estimates, it will increase to 31.9% by 2023. Share of small grocery stores, co-

nvenience and others in 2019 amounted to 45.0% and will remr

coming years.

At the same time, the number of small-format stores decreased by 5.3%, reachi
the level of approx. 86.6 thousand stores at the end of 2019 (large, medium a
small grocery stores, sweet and alcohol, kiosks and petrol stations).
at stores is mainly caused by the decrease in the num-

the numr

ber of s

that remainr

MAO

ber of small-form

lest stores wit

on the marke

ain above 40% in the

Ng
ale

ecreqgse in

N an area of up to 40 sgm. However, the sale of stores
' is growing quite fast which translates into a 3.1% incre-

ase in sales of small format stores compared to last year. Sales dynamic per store

IS growing tr
(from 40 to 1

e fastest in the small-format stores. The sales of convenience stores
00 sgm) recorded a 7.2% YoY increase and specialized stores recor-

ded an increase of 9.3% YoY, which is the largest growth recorded on the market.
Small supermarkets with an area of 100-300 sgm increased by 2.7% YoY and sto-
res below 40 sgm, despite the fact that their number decreased the fastest, noted

a drop in sales o
increase in sales by 9.2% YoY, whi

to 5.4% YoY. The hypermarket segment, again recorded a drop
1.7% YOY.

- 6.6% YOoY. Among large format stores, discounters recorded an
e large supermarkets sales increase amounted
in sales, in 2019 by
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Chart 8. Sales dynamics on the food market by distribution channels

Source: Nielsen Retail Trade Panel, Value sales, period: January 2017 -
December 2019, Food categories

Source: Nielsen Retail Trade Panel, Value sales,
period: January 2017 - December 2019, Food categories

Chart 9. Sales dynamics on the food market in small-format stores
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Chart 10. Sales dynamics per one store on the food market by distribution channels

Source: Nielsen Retail Trade Panel, Value sales, period: January 2017 - December 2019, Food categories

Chart 11. Sales dynamics per one store on the food market in small-format stores

Source: Nielsen Retail Trade Panel, Value sales, period: January 2017 - December 2019, Food categories
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Wholesale distribution of FMCG Market

Wholesale operations which are players in the FMCG distribution market prima-
rily compete in supplying independent small supermarkets, traditional grocery
stores, specialized grocery stores (butcher’s, bakeries, confectionaries, fruit and
vegetable stores, alcoholic beverages stores, and fishmonger’s) and so called al-
ternative distribution channels which include kiosks, retail outlets attached to pe-
trol stations, as well as the HoReCa (hotels, restaurants, and catering outlets).

n 2019, Eurocash Group represented a 28.0% share in the wholesale market of
-MCG products, which was a 0.3 p.p. increase from the previous year. Below is pre-
sented the evolution of Eurocash Group market share during last years.

Chart 12. Market share of Eurocash Group (wholesale) during 2008 - 2019

Source: Own estimates

Trends on the Polish FMCG Market

n the last decade, a gradual leveling off the market share was noted for both
-MCG retail sales channels, i.e. the modern and the traditional channel. Currently,

according to estimates released by Nielsen, large format stores (supermarkets,

hypermarkets and discount stores) have market of approxi
retail channels whereas small format stores - approximate

mately 60% of major

y 40%'. According to

-urocash, there is no evidence that the role of traditional retail trade will continue

to dramatically diminish in the coming years. This is supported by both external
conditions (the demographic structure) as well as internal conditions (which ma-
inly consist of consolidation and modernization mechanisms which facilitate ef-
fective competition with large format outlets.) Pooling grocery stores and small
supermarkets into franchise networks - both traditional in nature (which are in fact
a form of loyalty programs) as well as modern ones (which tie retailers strongly
to their supplier) a manifestation of this trend. According to PMR estimates, the
total number of retail outlets associated in networks was approximately 42.3 tho-

usands (+7.1% YoY) in 2019.

After rapid consolidation of the FMCG wholesale distribution market has observed
in years 1991-2001, the last decade saw a reduction in the number of wholesale

businesses involved in the sales of FMCG products down to
- 4 000 entities, which number remains stable.

1. Nielsen Retail Trade Panel, Value sales, period: January 2018 - December 2019, Food categories

approximately 3 000
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2.2 Eurocash Group: Business Formats

The Eurocash Group is the largest Polish company dealing in wholesale distribu-
tion of food products and marketing support for independent Polish entrepreneu-
rs conducting retail operations. The franchise and partner networks supported by
Eurocash associate over 16,000 independent stores operating under such brands
as abc, Groszek, Delikatesy Centrum, Lewiatan, Euro Sklep or Gama.

Through a range of distribution formats, the Eurocash Group focuses its business
activities on the wholesale distribution to customers across all significant wholesa-
le market segments, in particular, to small format stores throughout Poland such
as traditional retail stores (small supermarkets and grocery stores), convenience
stores at petrol stations, restaurants, hotels and cafeterias.
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Chart 13. Eurocash Group: Focused on small format stores

Source: Own study




Below we present the basic financial and operating data of the Eurocash Group
broken down into the following segments and distribution formats:

Wholesale - wholesale distribution formats: - EKO - own retail stores under brand Delikatesy Centrum, Lewiatan and EKO
» Eurocash Distribution consisting of: operated by EKO Holding S.A. in ligquidity;
- active distribution companies (Eurocash S.A. after merger with Tradis Sp. - Mila & Others - own retail stores under brand Mila operated by Delikatesy
z 0.0., DEF Sp. z 0.0, AMBRA Sp. z 0.0. and firms belonging to Alcohol Distribution); Centrum Sp. z 0.0. and under brand Lewiatan operated by Partner Sp. z 0.0,
- companies organizing or supporting franchise chains of retail shops: Euro * Inmedio - press retail kiosks under Inmedio and Inmedio Trendy brand

Sklep S.A., Groszek Sp. z 0.0, Lewiatan Holding S.A., Lewiatan Podlasie Sp. z 0.0,
_ewiatan Slgsk Sp. z 0.0., Lewiatan Zachdéd Sp. z 0.0., Lewiatan Pétnoc Sp. z 0.0,

ewiatan Opole Sp. z 0.0, Lewiatan Wielkopolska Sp. z o0.0., Lewiatan Podkarpacie Projects - sales revenue of new projects running by Eurocash S.A. and its subsi-

Sp. z 0.0., Lewiatan Kujawy Sp. z 0.0., Lewiatan Orbita Sp. z 0.0 diaries: Kontigo Sp. z 0.0., ABC na kotach Sp. z 0.0., Duzy Ben Sp. z 0.0, Sushi 2 Go
» Cash&Carry - a national network of discount Cash & Carry type warehouses Sp. z 0.0.

under the “Eurocash Cash & Carry” brand, as part of which the loyalty program

for the “abc” network of stores operates; Others - sales revenue and costs of other companies through Eurocash Trade 1
» Tobacco & Impulse - active distribution of tobacco products and fast moving Sp. z 0.0., Eurocash Trade 2 Sp. z 0.0, Eurocash VC3 Sp. z 0.0., Akademia Umiejet-

consumer goods through Eurocash Serwis Sp. z 0.0;; NnosSci Eurocash Sp. z 0.0. and Central Head Office costs consolidation not related
» Eurocash Food Service - supplies for restaurant chains, hotels and indepen- to any ot above segment.

dent food outlets;
« Other - sales revenue of 4Vapers Sp. z 0.0. and Cerville Investments Sp. z 0.0. The business of Eurocash Group is focused on the territory ot Poland.

Retail - retail sales of Eurocash Group and wholesale sales of Eurocash to Delika-
tesy Centrum franchisees:

» Delikatesy Centrum franchise stores - a franchise system for retail stores ope-
rating under the brand "Delikatesy Centrum?”;

 Own supermarkets, consisting of:

- Delikatesy Centrum own retail stores - own retail stores operating by com-
oanies that Eurocash hold 50% of shares: Firma Rogala Sp. z 0.0, FHC-2 Sp. z 0.0,
Madas Sp. z 0.0. and 100% of shares in Delikatesy Centrum Sklepy Sp. z 0.0. and
/5% of shares in Podlaskie Delikatesy Centrum Sp. z 0.0.
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2.3 Number of outlets

As at 31st December 2019, the Eurocash Group’s wholesale trade network compri-
sed 180 Cash&Carry warehouses, under which a network of ,abc” partner stores
was organized, which included 8 985 |local grocery stores. In franchise and part-

ner networks cooperating with

sociated.

-urocash Dystrybucja, there were 5 133 stores as-

The retail network included 1 565 small supermarkets, including 1 351 operating

ow presents information o
of small supermarkets, inc

N th

under the Delikatesy Centrum brand and 450 Inmedio press salons. The table be-

e number of Cash & Carry wholesalers, the number

udi

pe

De

stores and stores associated under

ikatesy Centrum, ,abc” chain stores, Inmedio

Curocash Dystrybucja.

Table 4: Number of Cash & Carry Warehouses, small supermarkets including Delika-
tesy Centrum stores, ‘abc’ network, Inmedio newsagents and franchise stores

*Groszek, Euro Sklep S.A., Lewiatan, PSD
Source: Eurocash
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2.4 Sales Structure

Basic groceries (food and drinks - both alcoholic and non-alcoholic)
represent key sales items for the Eurocash Group. In 2019, the share
of these products accounted for approximately 68.6% of the total sa-
les figure. The second most important sales contributor comprised of

tobacco products, pre-paid top ups, and phone cards - with the share
of 29.0% in 2019. The share of other non-food products (including co-
smetics, household chemicals, OTC drugs and others) accounted for
2.4% in 2019.

2.5 Structure of the Eurocash Capital Group

Luis Amaral is the main shareholder of Eurocash (directly and indirectly) with the
shareholding of 44.04% as at 31.12.2019. Luis Amaral serves as President of the Ma-
nagement Board. The parent company in the Group is Eurocash S.A., which realizes
the majority of the Group’s sales.

As at 31st December 2019, Azvalor Asset Management S.G.I.I.C. S.A. together with
the direct and indirect subsidiaries, held a total of 11 593 954 shares constituting
8.53% of the share capital of EUROCASH S.A. These shares entitled to 11 593 954
votes constituting 8.33% of the share in the total number of votes at the Genero

Meeting of Eurocash S.A.

Detailed information on the Eurocash Group’s organizational structure and a spe-
citication of entities under consolidation may be found in Supplementary Informa-
tion to the consolidated financial statements.

The parent entity in the Group is Eurocash S.A., which performs most of the group’s
sales. The structure of the Eurocash Group and its affiliated companies as at 31st
December 2019 is presented on the next page.




28

Chart 14. The structure of the Eurocash Group and its affiliated
companies as at December 31st 2019:
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3. Eurocash Group development prospects

3.1 Eurocash Group Development Strategy

The Management Board of the Eurocash Group, through its activities, aims to su-
stainably develop the operations of the Group and its clients. The primary goal of
the Group is to ensure the competitiveness of independent retail stores in Poland
and to offer added value to the Group’s customers as well as to increase the va-
lue of the Group for its shareholders.

The Group implements its strategy through:
» satisty the needs of the customers using a variety of distribution formats and
forms of cooperation as well as by ensuring that customers receive an expected

SErv

ce quality,

e create a permanent competitive advantage for the Group through the effect

of sc

e systematic costs optimizat

ale,

siness units operating within the Group.

FMCG products in
ther organic growth across every distribution -

conti
tions

In line with the current strategy, the
rmarket chain in Poland based on its owr

supe

IN response to an ongoing Conso
ducts distribution in Poland, including the rr

on and integration of operating systems of all bu-

idation process noted in the market for food pro-
arket for the wholesale distribution of
Poland, the strategy of the Eurocash Group also assumes fur-
‘ormat as well as the possibility of

nuation of takeovers of other wholesalers and franchise networks. Transac-
concerning acquisitions of other entities allow generating scale economies
relatively fast, which translates into the possibility for Group to offer its customers

expansion whose assumption is to create a chain

be tr

e retail chain development ir

acqu

isitions of local chains and b

;

Ul

(independent retail trade) better conditions of goods procurement, which should
also help increase the Group’s competitiveness and enhance its market position.

-urocash Group intends to create the largest
and franchise stores. The source of

of stores with 2400 outlets, will

ne franchise model, supported by subseguent

ding of green

ield stores (together with part-

ners from the real estate sector). In this way, entrepreneurs from entire Polanad

will have access to a recognizable retail brand and to m

level comparable to large format retail chains.

arketing tools at the cost

-urocash Group’s mission is to increase competitiveness of retail stores operated

by independent entrepreneurs in Poland. Experiences developed in own retail sto-
res will ultimately be transferred to all franchisees.

One of the tools made available to all Eurocash Group
cash Academy - an educational platform that gives independent entrepreneurs

know
ANotr
form
and partners associated in chai

edge to which employees of large formr
er solution developed on the basis of the Delikatesy Centrum chain is plat-
‘or fresh products distribution, which has been made available to franchisees
Ns cooperating with Eurocash Distribution format

clients so far is the Euro-

at competition do not have access.

in 2019. Next tool, a Customer Relationship Management System based on the

M
W

echanisms developed at

advantage from solutions

Delikatesy Centrum (Delikar

nolesale clients. Ultimately, the customers of Eurocash

ta) will be available to all
Group will be able to take

nvented on Frisco.pl’s experience (e-grocery store).

As part of its wholesale activities, the Eurocash Group wi

of each distribution format, sharin

| focus on the integration

g the best solutions developed by each of the

format and taking group synergies. A healthy, reorganized wholesale business,

generating strong cash flows from operati

financing the expansion of the retail segment. Further d

activities should be s

O

A

cash.pl platform amot

of Eurocash Distribution format. Since September 2019,
additional platform marketplace.pl, which will allow customers to order thousands

Nng activities, will be the main source of

evelopment of wholesale

upported by the eurocash.pl platform, which gives the owners
f independent retail stores the opportunity to indirectly reduce costs and, above
|, better address the needs of consumers. In 2019 numn
nted to 12 thousands and they s

ber of customers of euro-
nare in sales reached 85%

-urocash Group develop
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of additional and unigue SKU.

In order to preserve the competiti
rocash Group continues to invest

win,

par

y decided to expand concepts:

ven
IN

DJuzy

ess of independent stores in Poland, the Eu-
innovative projects, such as: Duzy Ben, abc
on wheels, Kontigo and others. After successful development of projects: Faktoria
in, PayUp and distribution of high quality fresh products in previous years, Com-

Ben and Kontigo, as a franchise chain.

3.2 Factors impacting Development of Eurocash
Group

External Factors
Growth in the FMCG market and its structure
The Group expects turther growth of modern distribution channels; its untavorable

impact on company’s income will be compensated by growth of the FMCG market
in absolute terms and consolidation in the traditional wholesale market.

Fuel prices

Since a significant part of selling costs is logistics costs, strictly dependent on fuel
orices, their significant changes may affect the Group’s results.

Inflation

Unexpected substantial changes in prices of food, beverages, alcohol and other
-MCG products, may influence the Group’s profit and loss.

Labour costs

Potential pressure on labour costs could in medium-term perspective negatively
influence the Group’s profit and loss. However, potential of growing wages and sa-
aries impacts the whole Polish market. As the Group sales are realized in Poland,
its competitive position should remain unchanged due to this factor.




Internal Factors

| | | Investment in strategical growth projects
Integration of acquired companies

To remain competitiveness of independent retail stores in Poland Eurocash Group
Due to the necessity of integrating acquired retail companies at the operational  ontinues an investment in innovative projects: Duzy Ben, abc on wheels, Kontigo
evel, in the opinion of Eurocash S.A. Board full synergies associated with these  gnd others. Results of these projects have negative impact on the Group profita-
transactions will be possible to reach within 3 years after the acquisition of control bility, however the Board recognizes necessity of such investment to assure the
over these companies. All companies will be integrated within Delikatesy Centrum — growth in 5 to 10 years. After successful development of projects: Faktoria Win,
chain. PayUp and Fresh Projects in previous years, Company decided to expand: Duzy

Development of Eurocash Retail segment? Ben and Kontigo concepts as a franchise chain.

Cost optimization program

urocash Group continues expansion of the franchise chain Delikatesy Centrum

Q [Tl

nd envisages opening of new Delikatesy Centrum stores to reach 2 400 outlets |4 2019 further optimizations has been implemented including merger of Alcohol
within next 4-5 years. Expansion of Delikatesy Centrum chain assumes three so-  gistribution with Eurocash Distribution and integration of retail businesses. Since
urces of growth: 2020 retail segment works as one centralised business unit.
1. Acquisitions of regional small supermarket chains,
2. Opening stores run by franchisees, In addition to the information described in this report, there are no other signifi-
5. Opening of own retail stores (in cooperation with partners investing in real cant factors that could affect the financial position of the Eurocash Group in the
estate). next year.

Total investment to be realized with Real Estate partners is estimated at app. PLN
1.0 - 2.0 bn. The expansion plan assumes achievement of average stores size of

350 sqm (selling area). 3.3 Risks and Threats

The envisaged organizational structure of the Eurocash Retail segment, assumes,

that it will consist of all companies operating retq'l stores. Moreover, the target -inancial risks are discussed in Note 36 to the consolidated financial statements
structure shall include also all wholesale and retail operations related to supply for 2019, which constitute a part of the Eurocash Group’s annual report. Other si-
and support provided for retail stores operated by franchisees under Delikatesy gnificant risk factors related to the operations of the Eurocash Group S.A. are pre-
Centrum brand. sented below.

As a result of new organization and investments, Eurocash Retail segment opera-
tes 1565 proximity supermarket stores.

2 The final correctness of forward-looking statements depends on many known and unknown elements of threats and events, various unknow-
ns and other factors that may cause actual results, outcomes or achievements, to differ from those predicted today.
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External Factors

Macroeconomic situation. Purchasing power of the population

expend

-conomic slowdown,

drop of the purchasing power and decrease

itures for consumption may have a negative impact on the
of the Companu.

Structure of FMCG retail distribution market in Poland

in household
sales volume

At the end of 2019, the small format channel was a significant form of FMCG re-

tail distribution, representing the share of 39.6%°. Such a high sh
ntries) results from a low concentration of popu

as wel

away from large cong

Growtn

—uUropean cou

are (against other
ation in a country

as from poor housing conditions as small and medium-size shops located
se the key customer group for Curocash.

in the share of modern distr

iDL

omerates compri

tion, including expansion of

with share of 35.7%" will shrink a prospective market for the Eurocas

SINEess.

Discounters

N Group’s bu-

Structure of the traditional FMCG distribution channel. Competition

Accordi

4 000 e

Nng to the estimates compiled by the
ntities operate in the wholesale FMCG d

curocash Group, approx. 3 000 -
istribution market. Market consoli-

dation and an entry of new strong players could have a negative impact on mar-
gin levels.

Internal Factors

IT systems

An efficient, uniform IT s
of business processes, a

ystem allows for central
lowing for an exact ano

ized and effective management
ysis of profitability of particular

oroducts and particular discount stores, which guarantees high safety of the con-

3 Nielsen Retail Trade Panel, Value sales, period: January 2018 - December 2019, Food categories

4 |bidem

ducted business. Possible disturbances in the system operation would be a threat

for the business of the Group.

New investments

The Eurocash Group wishes to be an active player in the process of market con-
solidation by way of acquiring FMCG warehouses. While taking over other enter-
prises, the Group faces numerous material risks connected to integration, achieve-
ment of synergies planned, or an inadequate assessment of the market potential.

Suppliers

diverse sales, key suppliers o
2019 comprised 1475 nationa

Suppliers of branded products, comprised of key prod
-MCG merchandise including tobacco products and alco
ected mainly based on their market share, impact of tr
individual product segments, and regional diversification.

Due to the range of products of
£ .H,,

e Group are numerous and as at 31st

and foreign entities.

Due the nature of the FMCG market, as wel

‘ered by the Eurocash Group and geographically

December

ucers and importers of
nolic beverages, are se-
e brand, the coverage of

as market competitiveness and lower

sales volumes noted for tobacco products in Poland, the Group’s operations does
not depend on suppliers, as a result of which the risk related to contract termina-

tion or adverse changes in contractual ter

siness operations of Eurocash and its financial performance is limited.

mMms could have a negative effect on bu-
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Risk management system

The Eurocash Gro
the operations of -

and external areas, tak
Group’s activities in relation to social, employment, environmental issues, respect

for

ks

C

numan rights and counteracting corruption.

Up runs a risk management system that covers all aspects of
he entities comprising it. The system focuses both on internal

iNg into account, among other things, the impact of the

e Group’s risk management is based on a series of internal procedures and po-

ies, as well as on complementary and systematically performed internal control

tasks through dedicated resources. In addition, the Eurocash Group has an Inter-

nal Audit function which
quality and efficiency o

, through its tasks, plays a consultative role in the field of

" the above mentioned audits.

Below are the most important elements of the risk management system related

to the broadly understood social and natural environment.

Table 5: Risk management system
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3.4 Note on seasonality

Sales in FMCG wholesale trade are traditionally
lower in Q1 against the remaining quarters. Sales

peak in the summer period and stabilize in the Q4.




4. Management discussion of Eurocash Group financial performance for 2019

4.1 Principles applied in the preparation of
annual consolidated financial statements

The Company’s consolidated financial statements have been prepared in accor-
dance with the international Financial Reporting Standards, as endorsed by the
Curopean Union and on the understanding of continuation of operations by com-
oanies within the Group in the foreseeable future. At the date of preparing the fi-
nancial statement there were no conditions indicating risks in continuation of ope-
ration by the Company.

Accounting policy used to prepare financial statement was presented in a point
2 of additional information to the consolidated financial statement of Eurocash
Group for the 2019 and was applied to all periods presented in the financial sta-
tement.

36
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4.2 Eurocash Group: Financial and Operational
Highlights

Table 6: Eurocash Group: External sales of goods by distribution
format for 2019




Wholesale

* In 2019 external sales of goods in Wholesale segment amounted to PLN  Number of Small Supermarkets at the end of 2019 amounted to 1565, inclu-
18 710.44 m and increased by 5.81% YoY. ding 989 Franchise stores and 576 Own stores.
* EBITDA in 2019 amounted to PLN 666.7/7/ m. EBITDA before IFRS16 in 2019 aMO-  Number of total “Delikatesy Centrum” stores at the end of 2019 amounted to
unted to PLN 441.90 m comparing to PLN 404.06 m in 2018. Increase of EBITDA 1 3517.
was attributable to high dynamic of LFL in Cash&Carry segment as well as high  Number of Inmedio stores at the end of 2019 amounted to 450 stores.
growth of sales in tobacco distribution format.
o LFL sales growth (same number of stores) in Eurocash Cash&Carry stores in Projects
2019 amounted to 2.62%. » Sales of goods realized by Projects segment in 2019 amounted to PLN 104.56
 The number of Eurocash Cash&Carry stores at the end of 2019 amounted to M comparing to PLN 50.94 m in 2018. Sales increase was connected to Duzy Ben
180. chain of stores which entered the expansion phase with 77 stores at the end of
 The number of abc stores amounted to 8 985 at the end of 2019. 2019. Kontigo number of stores reached 30 at the end of 2019 and abc on wheels
* Number of partnership or franchise stores organized by companies belonging ended the year with 86 stores.
to Eurocash Group (Groszek, Euro Sklep, Lewiatan and PSD) amounted to 5 133 * In 2019 EBITDA amounted to PLN -40.24 m. In 2019 EBITDA betore IFRS16 amo-
stores as of the end of 2019. unted to PLN -47.20 m comparing to PLN -36.51 m in 2018. Result of the segment
» Sales of cigarettes Tobacco & Impulse distribution format in terms of volume was impacted by further expansion costs of all formats.
amounted in 2019 to 11 316 m pieces and increased by 12.70% YoY.
» Sales of cigarettes in terms of value increased by 15.9% in 2019. Others
In 2019 EBITDA amounted to PLN -97.20 m. In 2019 EBITDA before IFRS16 amoun-
Retail ted to PLN -97.26 m comparing to PLN -56.38 m in 2018.

» Sales of goods realized by Retail segment in 2019 amounted to PLN 5 904.81
M and increased by 19.36% YoY. Sales increase was driven by full 12 month period
of Mila chain sales, which was acquired in the end of May 2018 as well as solid or-
ganic growth of own supermarkets and Inmedio newsagents.

* In 2019 EBITDA amounted to PLN 264.75 m. In 2019 EBITDA before IFRS16
amounted to PLN 132.59 m while in 2018 it amounted to PLN 107.44 m. Increase of
EBITDA was attributable to accomplishment of EKO chain stores integration and
further sales increase of Delikatesy Centrum.

 LFL growth of wholesale sales realized by Eurocash to ,Delikatesy Centrum”
franchise stores amounted to 3.67% in 2019.
* LFL growth of retail sales of “Delikatesy Centrum” franchise stores amounted

to 3.58% in 2019.
» LFL dynamic of retail sales in 2019 amounted in Inmedio stores to 4.92% YoY.
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Table 7: Eurocash Group: Operating segments adjusted results in 2019 YTD (IFRS16)
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Table 8: Eurocash Group: Operating segments results in 2019 YTD (before IFRS16)
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Table 9: Eurocash Group: Operating segments results in 2018 YTD (before IFRS16)




42

4.3 Profit and Loss Account - profitability analysis

Table 10: Eurocash Group: Summary of 2019 Financial Performance
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Table 11: Eurocash Group: Normalized 2019 Financial Performance (before IFRS16)

*bonus on meeting the terms of the contract with PEP
*excluding impact of the one-offs
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Consolidated sales of Eurocash Group in 2019 amounted to PLN 24 852.24 m and increased by 8.84% YoY. Sales growth was driven mainly
by Wholesale segment (PLN +1 028 m in 2019) and further development of Retail segment (PLN +958 m in 2019).

Gross margin on sales realized by Eurocash Group in 2019 increased by 0.43 p.p. YoY and amounted to 13.05%. In 2019 EBITDA amounted to
PLN 794.08 m. In 2019, EBITDA before IFRS16 amounted to PLN 430.03 m and increased by 2.73% YoY. The growth of EBITDA was attributa-
ble to better performance of Wholesale segment. Other impact was one-offs in 2018 which amounted to PLN 44.75 m: sales of PayUp PLN
74.76 m, provision on restructuring costs PLN -27.00 m and costs of Mila reorganization process PLN -3.01 m.

The net profit in 2019 amounted to PLN 79.13 m. Net profit in 2019 before IFRS16 amounted to PLN 100.65 m and decreased by 9.85% YoY. De-
crease of net profit was attributable to one-offs, which was higher in 2018.

EBITDA normalized in 2019 amounted to PLN 415.26 m compared with PLN 373.86 m previous year which means an increase of 11.07%. In 2019
there was one-offs regarding additional earn out from agreement with PEP in connection with fulfilling the terms of the deal of PayUp sales
in amount of PLN 22.75 m and write-off of Sushi 2 Go PLN -7.98 m. EBITDA increase was primarily related to the improvement of the whole-
sale segment’s financial results, which were partially off-set by the results of the retail segment being in the process of reorganization and
Integration.
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4.4 Balance Sheet Data

Balance Sheet Mix

The vol
value o

ume of fixed and current assets, equity, liabilities and provisions for liabilities, as well as their share in the total

- assets is presented in the table below:

Table 12: Eurocash Group: Mix of Assets
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Table 13: Eurocash Group: Mix of Liabilities
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Loan Agreements, Warranties and Collaterals

Loan agreements

nformation on credit agreements concluded by the Group Eurocash is presented
in Note 22 to the consolidated financial statements for 2019.

Loans granted

In 2019, Eurocash Group Companies did not grant any loans in the total value
equivalent to 10% of the issuer’s equitu.

Sureties and guarantees

Sureties and guaranties issued by the Eurocash Group companies are presented
in Note 34 to the consolidated financial statements for 2019.

Issue of Securities and Bonds in 2019

Issue of shares

In the period between 1st January 2019 and 31st December 2019 no shares were
issued

Issue of securities and bonds

As at December 31st, 2019, the total value of bonds issued by Eurocash was PLN
0.00.

4.5 Key Off-balance Sheet Items

INnformar

supplernr

en

ion on key off-balance s

tary information to th

Note 34 and 35.

neet itemnr

e dnnud

S for tr

CONso

e Eurocash Gro
idated financia

Up is provided in

statements, I.e.
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4.6 Eurocash Group Cash Flow Analysis

Cash flow Statement

Table 14: Eurocash Group: Cash flows for 2019
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Total cash flow in 2019 amounted to PLN -49.89 m, while the operating cash flow
reached PLN 683.15 m. Cash flow from investments amounted to PLN -299.87 m
and cash flow from financing activities amounted in 2019 to PLN -433.17 m.

Total cash flow before IFRS16 in 2019 amounted to PLN -49.89 m, while the ope-
rating cash flow reached PLN 319.22 m. Cash flow from investments amounted to

°LN -299.87 m and cash flow from financing activities amounted in 2019 to PLN
-69.25 m.

Net debt of Eurocash Group at the end of December 2019 amounted to PLN
2 347.94 m. Betore IFRS16 net debt amounted to PLN 528.09 m comparing to PLN
381.95 m at the end of December 2018. The net debt/EBITDA ratio calculated ac-
cording to the rules of bank covenants was 1.23 and met the requirements.

-urocash Group maintained stable level of cash generation from operations cash
flow in connection with growth of its scale. It allows to continue investment stra-
tegy (including M&A) and keep net debt/EBITDA at stable level.

Table 15: Eurocash Group: Consolidated Working Capital Ratios

wWorking capital rotation
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Cash conversion cycle in 2019 amounted to -24.79 days compared to -27.64 days
in 2018. Changes of rotation of each part of working capital was mainly attributa-
ble to different sales mix together with fast growing Tobacco distribution format
and the introduction of control mechanisms to adjust the rotation of liabilities to 4 7 Investment Activitg
the requirements of the Act on amending certain laws to reduce payment conge-

stion.
Major investments Completed in 2019
Evaluation of Funds Management In 2019, the largest share in capital expenditure had expenses related to Wholesale
investments which amounted to 43.6%. 1/4 of the expenditure was generated by
The Eurocash Group generates positive cash flows from operations. All key invest- Retail segment with share of 26.2% and Capital investment with 24.2% share.
ments carried out in 2019 were financed from own funds and credit facilities taken
up.

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

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

* Credit risk

o Liquidity risk
 Market risk

» Operational risk

JAnalysis of these risk factors is presented in Note 36 in the part of the report which
contains consolidated financial statements.”
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Table 16: Eurocash Group: Key Investment Directions for Eurocash Group in 2019

Assessment of Capacity to Carry out Anticipated Investments

Key investments planned for 2020 are related to:

» Organic growth within the current structure of business units, and in particular: In order to finance the atorementioned investments, the Eurocash Group intends

- Development of Delikatesy Centrum franchise,
- Investment in innovative sales systems for franchisees,
- Progressive integration of logistics within the Company,

- Further development of Duzy Ben, Kontigo, abc on wheels
* Replacement investment,

» Acquisition of Frisco S.A. costs PLN 130 m,
» Updated strategy until 2023 which assumes bigger investments in

to use funds generated by the Group and additional external financing like credit
facilities. In the opinion of the Eurocash Management Board, the Eurocash Group

has adequate credit repayment capacity to secure financing for such prospective
iInvestments.

Retail.



4.8 Key Contributors to 2019 Financial
Performance of Eurocash Group

Equity Changes

In the period between 1st January 2019 and 31st December 2019, no shares were
issued

Dividend Payment

In accordance with Resolution No. 5 adopted by the Annual General Meeting on
9th May 2019, persons who were shareholders of the Company on 29th May 2019,
received on 19th June 2019 a dividend of PLN 1.00 per one Company share. The
total dividend paid amounted to PLN 139 163 286.

Management Board of Eurocash S.A. plan to recommend dividend payment in ac-
cordance with politics of its payment from previous years.




5. Additional information

05

5.1 Information on Court Proceedings

In 2019, the Eurocash Group companies were not involved in any legal proceedin-

gs before court, a relevant

arbitration authority, or a public administration boduy,

the total value of which would represent at least 10% of issuer’s equitu.

5.2. Information

In 2019, the Eurocash Grou

on Significant Agreements

0 companies entered into the following agreements

considered significant for the Group’s business operations:

Conclusion of a preliminary agreement regarding the acquisition of 55.6% sha-

res in Frisco S.A.

On 23th December 2019, b
- TV 1 Holding sp. z 0.0, He

etween Eurocash S.A. and funds from the MCI| Group
lix Ventures Partners FIZ and MCI.PrivateVentures FI/

(acting on account MCl.Tech Ventures 1.0 subfund) a share sale agreement was
concluded, regarding the acquisition by Eurocash S.A. of approx. 55.6% of shares in

Frisco S.A. The closing of th
The estimated value of the

e Transaction is planned not later than by 30.06.2020.
Transaction will be approx. PLN 130 million.

As at the date of the Sale Agreement, Eurocash holds approximately 44% of Frisco
S.A. shares and as a result of Transactions and after the expected repurchase of

shares from other minority
res of Frisco S.A.

Frisco S.A. runs the online s
over PLN 96 m, and the val

shareholders Frisco S.A., Eurocash will own 100% sha-

upermarket frisco.pl. Frisco S.A. revenues in 2018 were
ue of Frisco’s revenues in 2019 was PLN 120 m.

In the opinion of the Management Board of Eurocash, the investment in Frisco S.A.
IS another element of implementing the development strategy focused on sup-
oorting independent trade in Poland through the development of innovative retail
formats and technology solutions.

Agreement with suppliers exceeding 10% of total sales revenues

In 2019, the only supplier with a share in total sales revenues of Eurocash Group
exceeding 10% was Philip Morris Polska Distribution Sp. z 0.0., whose share amo-
unted to 14.3%.

5.3 Information concerning execution by the
iIssuer or its subsidiary transaction with related
parties

n the 2019 companies belonging to Eurocash Group did not grant any credit or
oan guarantees and did not grant any warranties, the total value of which is
equivalent to 10% of Eurocash equitu.

5.4 Information on Transactions with Connec-
ted Entities

In the 2019 companies belonging to Eurocash Group did not execute other tran-
sactions with related parties otherwise than in the ordinary course of business on
an arm’s length basis.
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5.5. Forecasts Publication

The Management Board of Eurocash S.A. did not publish financial forecasts for
2019 or 2020.

5.6. Changes in Key Management Principles

Appointment of Members of the Supervisory Board

On 9th May 2019, The Management Board of Eurocash S.A. (the “Company™) an-
nounces that due to the termination of terms of office of the members of the Su-
pervisory Board, Politra B.V. s.a.rl. (legal successor of Politra B.V.), being the hol-
der of 43.55% of the shares in the share capital of the Company, informed the
Management Board, that in exercise of its statutory right set forth in § 13 Sec. 2
of the Company Statute, on 9th May 2019 it appointed Mr. Francisco Joseé Valen-
te Hipolito dos Santos, Jorge Mora and Renato Arie to the Supervisory Board for
the subsequent term of office. Also on 9th May 2019, the Annual General Meeting,
in exercise of its statutory right set forth in §13 Sec. 3 of the Company Statute, ap-
oointed Mr. Hans Joachim Koérber and Ewald Raben to the Supervisory Board for
the subsequent term of office.

Appointment of Member of the Management Board

On 18th December 2019 Supervisory Board of Eurocash has adopted a resolution
on appointment, with the effect as of 1st January 2020, of Mr. Noel Collett to the
Management Board of the Company. Mr. Noel Collett has been appointed as the
member of the Management Board responsible for retail business in Eurocash
Group.

In 2019 there were no other major changes in the basic management principles.

5.7. Agreements with Members of the Mana-
gement Board as Financial Compensation Gu-

arantees

gement Board which

he Company did not enter into any agreements with the members of the Mana-

would provide compensation guarantees should members of the Management

Board resign or be

dismissed from their positions without a sound reason.

Agreements with the members of the Management Board anticipate that consist
ty, i.e. the sharehol-

should the majority shareholder change in the Controlling Enti

der who holds at least 50% (fifty percent) @

nd 1 (one) share

N

-urocash (

Politra

B.V. s.a.rl.), the notice period in respect of the agreement shall be 12 months.
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5.8. Information on Registered Audit Company

The consolidated financial statements of Eurocash Group for 2019 were audited

by Ernst & Young Audyt Polska sp. z 0.0. sp. k. on the basis of a contract concluded
on 9th May 2019.

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

Table 17: Eurocash Group: Capital expenditures for audit and review of financial statements
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6. Statement on

corporate governance rules

6.1. Indication of Corporate Governance Rules
Applicable to Issuer

Pursuant to § 29 Sec. 2 of the Warsaw Stock Exchange S.A. Rules in the wording

adopted by virtue of the Stock Exchange Council Resolution No. 1/1110/2006 dated
January 4, 2006, with further amendments, Eurocash S.A. (hereinafter, the “Com-

oany”, “Issuer”, “Eurocash”) is obliged to apply the corporate governance rules set

down in the document entitled “Good Practices of Companies Listed on the WSE

2016”, which constituting an attachment to the Resolution No. 26/1413/2015 of the
Stock Exchange Council dated 13th October 2015 (hereinafter referred to as “Good

Practices”), available on the following website https://www.gpw.pl/best-practice.

In the financial year ended on December 31st, 2019, the Company complied with
the corporate governance principles set out in the document ,Good Practices for
Companies listed on WSE 2016” in accordance with the statement posted on the

website:

https://arupaeurocash.pl/en/investor/corporate-information/corporate-gover-

NANCE

6.2. Shareholders structure

Shareholders with Direct or Indirect Substantial Shareholding in Eurocash

As at 31st December 2019 the structure of shareholders holding directly or indirec-
-urocash S.A. was as below.

tly large blocks of shares in



https://www.gpw.pl/best-practice
https://grupaeurocash.pl/en/investor/corporate-information/corporate-governance
https://grupaeurocash.pl/en/investor/corporate-information/corporate-governance

o/

Table 18: Shareholders with Direct or Indirect Substantial Shareholding in Eurocash

*through Politra B.V. s.a.r.l. and Westerngate Private Investments Ltd.




08

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

The number of company shares held by the management and supervisory mem-
bers as at 3112.2019 was as follows:

Table 19: Shares in the company held by members of the management board and their rights to subscription

*indirectly through persons closely related




09

Table 20: Shares in the company held by supervisory board and rights to subscription

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

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

Restrictions regarding Exercising Right to Vote

—ach share of Eurocash gives the right to one vote at the Shareholders’ Meeting.
The Articles of Association do not provide for any restrictions as to exercising the

right to vote carried by
ght to vote by the holders of a defined part or number of votes, time restrictions
related to exercising the right to vote or provisions pursuant to which (with the
Company’s cooperation) capital interests related to securities are separated from
holding securities.

Curocash shares, such as restrictions to exercising the ri-

A prohibition on exercising the right to vote by the shareholder may result from
art. 89 of the Act dated July 29, 2005 on Public Offerings, and Conditions Gover-

ning the Introduction of

nancial Instruments to Organized Trading,

and Public

Companies (hereinafter “Act on Offerlrg "), should the shareholder violate speci-
in Chapter 4 of the Act on Offering. Pursuant to art. 6 § 1
oanies Code, should the controlling entity fail to notify the

fied prov
of the Co

controlled capital company about the introduction of t
within two weeks of the start of the relationship, the right to vote carri
reholding in the controlling entity which represents over 33% of the st

o

T

ons set fortr

mercial Comnr

ne dominant relationship

ed by sha-
are capital
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of the controlled company is suspended.

Restrictions regarding Transfer of Ownership Rights to Securities of Issuer

The Articles of Association do not provide for any restrictions regarding the trans-

fer of ownership righ

from the provisions of

law, including hereinabove mentioned Chapter

on Offering, art. 11 and 19 and Part VI of the Act dated July 29, 2005 o
Financial Instruments, Act dated February 16, 2007 on the Protection of Compe-
tition and Consumers as well as Council Directive (EC) No. 139/2004 dated Janu-
ary 20, 2004 on the control of business consolidations.

ts to securities of the Issuer. The restrictions, however, arise

4 of the Act
n Trading in

Agreements which May Result in Changes of Blocks of Shares Held

Apart from the incentive schemes for managers and employees, the Management

6.3 Diversity in the workplace

“veryone can take a jo

b in the Eurocash Group regardless of age, ge

nal and ethnic origin, race, religion, disability, sexual orientation or po

Board of Eurocash is not aware of any agreements which could cause changes in

the proportion of blocks of shares held by the shareholders in the future.

nder, natio-

itical views.

The Group does not tolerate any activities and behaviors that have any signs of
discrimination against another employee, contractor or third party.

6.4. The parent’s governing bodies

Management Board

Composition of the Management Board, changes thereto and rules of appoint-

ment

The Company’s management body is the Management Board. The Management
Nt was composed of seven members in 2019. The composition

Board of the Pare

of the Mar

ageme

Nt Board at the day of

December 31st 2019 is presented below.

Table 21: The composition of the Management Board at the end of 2019



On 18th December 2019 Supervisory Board of Eurocash has adopted a resolution

on appointment, with the effect as of 1st January 2020, of Mr. Noel Collett to the Board Members,

Management Board of the Company. Mr. Noel Collett has been appointed as the X set down Rules and other internal regulations of the Company unless the pro-

member of the Management Board responsible tor retail business in Eurocash visions of law or Articles of Association provide otherwise,

Group. X take decisions on matters of exceptional importance as well as matters and
transactions which may constitute material risk to the Company in line with the

Powers of the Management Board justified opinion of the Management Board Member,

X| request that the Supervisory Board submit an appraisal of draft resolutions

| | which are to be presented to Shareholders at the Shareholders’ Meeting,
The Management Board manages the Company’s affairs and represents the Com- XIl any other actions which go beyond the ordinary management of the Com-

oany. Two members of the Management Board acting jointly or one member of bany.
the Management Board acting jointly with a holder of a commercial power of at-
torney may submit statements of will and sign documents on behalf of the Com-
pPany. In the remaining scope, respective Management Board members are responsible
for independent management of Company affairs resulting from an internal al-
The work of the Management Board is headed by the President of the Manage- ocation of duties and functions determined by the decision of the Management
ment Board. All members of the Management Board are obliged and entitled to Board.
jointly manage the Company’s aftfairs, in particular in the following scopes:
| determine the long- and medium-term development strategy as well as main The Management Board may adopt resolutions at the Management Board me-
objectives of the Company operations, increase the Company value to the sha- eting or outside the Management Board meeting in writing or as facilitated by re-
reholders and report them to the Supervisory Board, review the level of achieve- mote communication tools. Resolutions of the Management Board are adopted
ment of such goals and modity them if necessary, by a simple majority of votes cast by Management Board members. Minutes of
I define the Company’s financial goals, the resolutions are taken. Proper notification of the meeting to all Management
Il implement and follow through the long- and medium-term development stra- Board members is required for the validity of the Management Board resolutions.
tegy as well as the main Company’s operating objectives and financial goals, Detailed Management Board procedures are defined in Management Board Rules
IV analyze major investment projects and related methods of funding, adopted by the Management Board and approved by the Supervisory Board. The
V determine the principles of HR and remuneration policies, including: content of the most up-to-date Management Board Rules is available at:
- appointment of the Company’s key management staff, https://grupaeurocash.pl/assets/media/eurocash-by-laws-of-the-managemen-
- determining principles of employment, remuneration, and HR policies, as well t-board2672858461 0df
as conducting a periodical analysis of the HR situation in the Companuy, |
VI establish the Company’s organizational structure, Remuneration, bonuses and employment contract terms of the Management
VIl approve the annual and/or long-term Company’s budget, Board Members

VIII determine an internal division of duties and responsibilities for Management



https://grupaeurocash.pl/assets/media/eurocash-by-laws-of-the-management-board2672858461.pdf 
https://grupaeurocash.pl/assets/media/eurocash-by-laws-of-the-management-board2672858461.pdf 
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Information on remuneration paid to the members of the Management Board in
2019 is provided in the
section of the annual report which contains the annual consolidated financial sta-
tements, in Note 52.

Supervisory Board

Composition of the Supervisory Board, changes thereto and rules of appoint-
ment

The Supervisory Board is composed of 5 members, whereby the right to appoint
and recall 3 (three) members of the Supervisory Board is held by Politra B.V. s.a.r.l.
(or its legal successor) as specified above, while 2 members of the Supervisory

Table 22: The composition of the Supervisory Board in 2019

Board are appoir

by a simultaneou

ted and recalled by the General Shareholders’ Meeting. The Su-
poervisory Board member may be recalled only when the action is accompanied
s appointment of the new Supervisory Board member.

The composition of the Supervisory Board in the period January 1st -
31st 2019 was as presented in the table below.

December
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The status of independent Supervisory Board members is/was held by the follo-
wing persons:
| Mr. Jacek Szwajcowski, Hans Joachim Korber and Ewald Raben as Superviso-

ry Board members, appointed by the Company’s General Shareholders’ Meeting,

ana

I Mr. Jodo Borges de Assuncdo, Ms. Alicja Kornasiewicz, Mr. Renato Arie and
Jorge Mora appointed by Politra B.V. s.a.rl, who submitted representation which
meet criteria of an independent Supervisory Board member.

Thus, 4 of the 5 Supervisory Board members of the Company was/are “indepen-
dent members”.

The Board selects its President from amongst its members. The Supervisory Bo-
ard may also recall the President of the Board from his function. The Supervisory

Board exercises an on-going supervision of Company operations in all areas.

Powers of the Supervisory Board

Pursuant to § 14 Sec. 2 of the Issuer’s Statutes, powers of the Supervisory Board

include, in particular:

| review and assessment of the Management Board’s report on the Company’s
activities and the Company’s financial statements for their consistency with ac-
counting books and documentation, as well as the actual state of affairs;

| assessment of the Management Board’s recommendations concerning distri-

bution of profit or loss cover;

Il submitting to the General Shareholders’ Meeting an annual written report on
the results of the assessment referred to above;

'V appointing and recalling, as well as suspending Members of the Manage-

ment

Board for an important reason;

V issuing opinions on planned amendments to the Company’s Articles of Asso-
ciation;

VI approving annual budgets drafted by the Management Board and amend-
ments to such budgets no later than by 30 November of each calendar year;

VIl issuing opinions on granting loans or financial assistance as well as conclu-
ding agreements with any Member of the Management Board which fall outside

an ordinary course of business;

VIIl electing an expert auditor to exami
X adopting a uniform text of the Artic

ne the Company’s financial statements;
es of Association;

X other matters which require a resolution of the Supervisory Board under bin-
ding legal regulations or other provisions of the Articles of Association.
The following actions of the Management Board shall require the Supervisory Bo-
ard’s consent issued in the form of a resolution:

X| decisions concerning joint-ventures with other entities;

X|| decisions concerning mergers with other entities as well as acquisitions of

other entities or enterprises;

XIll incurring any liability in excess of
on the Company’s assets with a value in excess of

PN 100,000,000 and the encumbrance
PN 150,000,000 if such tran-

sactions have not been provided for in the annual budget;
XV sale or lease or transfer of the Company’s assets with the value in excess

of EUR 1,000,000 or its zloty equiva

ded for in the annual budget;

ent if such a transaction has not been provi-

XV issuing opinions concerning the determination and changes in remuneration
levels or terms of employment of Management Board Members;

XV raising, issue, taking up or d
XVl development and modificati

isposal of shares in another subsidiary entity;
on of any stock option scheme or an incentive

scheme of a similar nature for the Company’s management and employees;

XVIIl the conclusion of a material agreeme
entity as interpreted by the regulations concer

Nt by the Company with a related
Ning the submission of current and

oeriodical information by issuers whose shares are quoted on the Stock Exchan-

ge in Warsaw S.A. except for star

dard transactions co

as part of company operations e

ntered into by the Co

entity in which the Company is a majority shareholder.

The Supervisory Board performs its duties as a gro
May delegate specific supervisory tasks to individual
lution adopted by a simple majority of votes.

ncluded on market terms

Mmpany with its subsidiary

Up. The Supervisory Board
Members by way of a reso-
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Supervisory Board members perform their duties personally. However, they may

participate in an adoption of resolutions of the Supervisory Board by voting in
writing through another Supervisory Board member. The Supervisory Board may

adopt resolutions at a session or in writing or by using remote communication

tools. Resolutions of the Supervisory Board are adopted by a simple majority of
votes in the presence of at least 3 members of the Board. Should an even num-
ber of votes be cast in ‘favor of’ and ‘against’ a resolution, the President of the Su-

oervisory Board shall have the casting vote. Moreover, the consent of the mo
of independent Supervisory Board members is required for the adoption b

Supervisory Board of resolutions in the following matters:

jority
y the

| any action by the Company or any of its related entity that benefits the Mem-

bers of the Management Board;

| election of an expert auditor to examine the Company’s financial statements;
Il issuing opinions on granting loans or financial assistance as well as conclu-
ding agreements with any Member of the Management Board which fall outside

an ordinary course of business;

'V granting the Management Board the approval to limit or waive in full the prio-
rity rights (pre-emptive rights) of the Company’s shareholders with respect to any

of the Company’s shares to be issued within the limits of the authorized capital.

The detailed procedure of operations of the Supervisory Board is set out by the

Supervisory Board Rules. The content of applicable Supervisory Board
available at the following address:

R U

es IS

https://agrupaeurocash.pl/assets/media/by-laws-of-the-supervisory-board-of-

-eurocash-sa-2018.pdf

Remuneration, bonuses and employment contract terms of the Supervisory Bo-

ard Members

Information on remuneration paid to the members of the Supervisory Board in

2019 is provided in the

section of the annual report which contains the annual consolidated financial sta-

tements, in Note 32.

Supervisory Board Committees

The following internal committees operate under the auspices of the Supervisory

Board:

the Audit Committee,
the Remunerations Committee,
| the Nomination Committee.

The members of each of the said committees are selected by the Supervisory Bo-

ard where the Remunerations Committee should |
Supervisory Board member while the Audit Commnr

nclude at least one independent
ittee should include at least two

independent Supervisory Board members and one member who is a financial
specialist, i.e. a person having pertinent experience in finance management and
er companies of comparable size.

accountancy in p
Responsibilities of
a) monitoring:

ublic compan

" the Audit Co

ies or otr

Mmittee

| the financial reporting process;

| the effectiveness of
systems and internal audit, including in th

cess: and

the Company’s

include as -

Il financial revision, in particular the audit includi

the Audit Supervision Commission (
from the control ir

b) supervising t
oeriodical reports, -

the audit firm;
ne submission of financial information by the Company in the
‘orecasts, etc,

Polish: Ko

‘ollows:

internal control and risk management
e scope of the financial reporting pro-

ng all motions and findings of

mMisja Nadzoru Audytowego) arising

C) supervising the activities of external auditors of the Companuy,
d) presenting the recommendations to appoint an audit firm to the Supervisory

Board in compliance with the adopted policy o

nd procedure of the appointment,

where audit firm cannot render its services for longer than 5 years; controlling
and monitoring of the independence of the statutory auditor and the audit firm,


https://grupaeurocash.pl/assets/media/by-laws-of-the-supervisory-board-of-eurocash-sa-2018.pdf
https://grupaeurocash.pl/assets/media/by-laws-of-the-supervisory-board-of-eurocash-sa-2018.pdf

in particular if the audit firm provides the Company with other services than audit, | reporting to the Supervisory Board of the existence of a remuneration policy

e) supervising the relationship with the statutory auditor, including in particular: for the Management Board, which is known to the Remunerations Committee in
| assessing the statutory auditor’s independence, remuneration and any nonau- sufficient detail, including (a) the remuneration structure, (b) the amount of fixed
diting work for the Companu, remuneration, (¢) the shares and/or options and/or other variable remuneration
| granting consent to render by the statutory auditor additional permitted servi- components and other forms of remuneration, as well as the performance criterio
ces, other than audit and the application thereof by Management Board Members,
Il determining the involvement of the external auditor in respect of the contents | each year, submitting a proposal for the Supervisory Board’s approval for an
and publication of financial reporting, appraisal concerning the compliance of the remuneration policy for the Manage-
f) informing the Supervisory Board on results of the of the audit and how the ment Board and application thereof with regard to the desired standards of cor-
audit contributed to the integrity of financial reporting and on the role of the Audit porate governance,
Committee in the audit process; Il ensuring the disclosure to the Supervisory Board of the remuneration of the
g) each year evaluating internal control system functioning and the significant Management Board resulting from an implementation of the remuneration policy,
risk management system functioning as well as evaluating its own functioning in 'V each year, submitting a self-assessment in the form of an annual report of
a form of an annual report of its deliberations, findings and relationship with the its performance to be included as part of the Supervisory Board’s annual report
external auditor (including in particular his independence) to be included as a part and to be presented at the Ordinary General Meeting of Shareholders.
of the Supervisory Board’s annual report to be presented at the Ordinary General
Assembly; The Remunerations Committee in period from 1st January 2019 to 9th May 2019
h) preparing procedures of appointment of the audit firm by the Company was composed of the following members: Mr. Francisco José Valente Hipdlito dos
) preparing the policy of appointment of the audit firm for an audit of the Com- Santos (Chairman), Ms. Alicja Kornasiewicz (Member) and Mr. Hans Joachim Kor-
oany’s yearly separate and consolidated financial statements; ber (Member). The Remunerations Committee in period from 9th May 2019 to 31st
j) preparing policy for rendering by the audit firm performing audit, its affiliated December 2019 was composed of the following members: Mr. Renato Arie (Cha-
entities and members of its network of the permitted services other that the audit irman), Francisco José Valente Hipdlito dos Santos (Member) and Ewald Raben
k) submit recommendations to ensure the integrity of financial reporting by the (Member).
Company.
Responsibilities of the Nomination Committee include as follows:
The Audit Committee in period from 1st January 2019 to 9th May 2019 was com- a. to identify and recommend (for the Supervisory Board’s approval) the candi-
posed of the following members: Ms. Alicja Kornasiewicz (Chairman), Mr. Franci- dates for the Supervisory Board members appointed by the General Assembly in
sco Jose Valente Hipdlito dos Santos (Member) and Jacek Szwajcowski (Mem- connection with existing or expected vacancy in the Supervisory Board (including
ber). The Audit Committee in period from 9th May 2019 to 31st December 2019 was the end of the Supervisory Board’s term)
composed of the following members: Mr. Jorge Mora (Chairman), Francisco José b. 10 opine on candidates for Supervisory Board members elected by the Ge-
Valente Hipdlito dos Santos (Member) and Ewald Raben (Member). neral Assembly proposed by the shareholders of the Company,

Responsibilities of the Remunerations Committee include as follows: c. to identify and recommend candidates for the Management Board members
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appointed by the Supervisory Board, in connection with existing or expected va-
cancy in the Management Board (including the Management Board member’s or
President’s end of the term);

d. each year evaluating its own functioning in a form an annual report of its
activities to be included as a part of the Supervisory Board’s annual report to be
oresented at the Ordinary General Assembluy.

The Nomination Committee in period from 1st January 2019 to 9th May 2019 was
composed of the following members: Mr. Jodo Borges de Assuncdo (Chairman),
Ms. Alicja Kornasiewicz (Member) and Mr. Hans Joachim Korber (Member). The
Nomination Committee in period from 9th May 2019 to 31st December 2019 was
composed of the following members: Mr. Hans Joachim Korber (Chairman), Re-
nato Arie (Member) and Jorge Mora (Member).

The rules governing the operations of these committees are requlated in detail in
Section VIl of the Supervisory Board Rules available at the following address:
https://grupaeurocash.pl/assets/media/by-laws-of-the-supervisory-board-of-

-eurocash-sa-2018.pdf

General Shareholders’ Meeting

The manner of conduct applicable to the General Shareholders’ Meeting and its
fundamental powers follow directly from the provisions of law which were partly
incorporated in the Statutes and By-laws of the Company’s General Shareholders’
Meeting. Both the Statutes and the By-laws of the General Shareholders’ Meeting
are available on the Company’s website at the following link:

https://grupaeurocash.pl/assets/media/by-laws-of-the-general-assembly-of-eu-

rocash-sa-2018.pdf

As of 3 August 2009, in line with § 15 item 3 of the Statutes and in line with § 1item
3 of the By-laws of the Company’s General Shareholders’ Meeting, the Meeting is
convened by way of an announcement which contains all items stipulated in art.

402 of the Commercial Companies’ Code, made no later than 26 days prior to the
date of the General Shareholders’ Meeting by way of posting the announcement
on the Company’s website in line with the provisions of binding information sub-
mission stipulated in the Act on Offering.

-ach General Shareholders’” Meeting should be attended by members of the Su-
poervisory Board and the Management Board in the number which will facilitate
a provision of technical answers to queries rose in the course of the Meeting. A
chartered auditor should attend the Annual Ordinary General Meeting of Share-
holders as well as the Extraordinary General Meeting of Shareholders if financial
matters of the Company are discussed. Members of the Supervisory Board, the
Management Board and the chartered auditor should offer explanations and sup-
oly information related to the Company within their discretion and to the extent
necessary for the resolution of matters discussed in the Meeting.

The General Meeting may be attended by members of the Management Board
and Supervisory Board, certitied auditor, it the Company’s financial affairs are to
be discussed, experts invited by the body which convenes the General Meeting, the
notary who draws up the minutes of the General Meeting, and representatives of
mass media. Other persons may participate in the General Meeting with the con-
sent of the Chairman of the General Meeting,.

According to the Articles of Association, the powers of the General Meeting inclu-
de in particular:

| review and approval of the Management Board Report on the operations of
the Company and financial statements for the previous financial year, and gran-
ting approval to members of the Company’s governing bodies for the performan-
ce of their duties;

|| decisions concerning claims to remedy damage inflicted at the time of the
Company’s establishment or in connection to its management by the Manage-
ment Board;

Il sale or lease of the enterprise or an organized part thereot as well as the



https://grupaeurocash.pl/assets/media/by-laws-of-the-supervisory-board-of-eurocash-sa-2018.pdf
https://grupaeurocash.pl/assets/media/by-laws-of-the-supervisory-board-of-eurocash-sa-2018.pdf
https://grupaeurocash.pl/assets/media/by-laws-of-the-general-assembly-of-eurocash-sa-2018.pdf
https://grupaeurocash.pl/assets/media/by-laws-of-the-general-assembly-of-eurocash-sa-2018.pdf
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creation of limited property rights therein;
|V creation of the Company’s capitals and funds and their allocation;
V approval of the Company’s long-term strategic plans;
VI adopting resolutions on the distribution of profit and loss cover;
VIl amending the Articles of Association;
VIII) increasing and decreasing the Company’s share capital;
X dissolution or liquidation of the Company;
X authorization for the Company to enter into a standby or firm commitment
underwriting agreements;
X| taking decisions in other matters which rest within the exclusive competen-
ce of the General Meeting pursuant to the provisions of the Commercial Compa-
nies Code or other laws or pursuant to the Company’s Statutes.

6.5. Discussion of Amendments to Issuer’s

Statutes

A resolution adopted by the Shareholders’ Meeting concerning amendments to
the Statutes must be preceded by an appraisal issued by the Company’s Supervi-

sory Board. Amendments to the provisi
rial changes to the subject
share buyout from shareho
that the resolutior

Mmatter of tr

ons of the Statutes which consist in mate-
e Company’s business operations without
ders who do not consent to the amendments requires
of the General Shareholders’ Meeting be adopted by the ma-

jority of % votes cast in the presence of shareholders who represent at least 50%
of the Company’s share capital.

Amendments to the provisions of the Statutes which concern a decrease in the
Company’s share capital requires that the resolution of the General Shareholders’
Meeting be adopted by the majority of % votes.

Amendments to the provisio

require that tr

the absolute r

e resolution of t

ne Ger

ajority of votes L

Nnless t

eral Shareholders’ Meetir

ne provisions of the Commr

Code or the Act on Offering stipulate otherwise.

Ns of the Statutes which concern any other matters

g be adopted by
ercial Companies

6.6. Discussion of Premises for Appointing and
Recalling Management Staff and Their Entitle-
ments - in particular Right to Take Decisions on
Share Issue or Buyout

Pursuant to § 9 Sec. 1 and 2 of the Articles of

Association, the Management Board

consists of 2 10 10 members appointed by the Supervisory Board for an individual
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three-year term of office. The number of members on the Management Board is

determined by t

Mmem

The scope of activities of the Management

the C

ompany not reserved

ne Supervisory Board. The Supervisory Board also appoints one
ber of the Management Board as Presider
way of resolution. Any Management Board mernr
by way of a resolutio
holders’ Meeting of th

t of the Management Board by
ber may be recalled from office

N adopted by the Supervisory Board or the General Share-
e Companu.

Board includes any and all affairs of
for the powers of the General Shareholders’ Meeting
and the Supervisory Board. T

he range of powers of the General Shareholders’ Me-
eting and the scope of powers of the Supervisory Board are defined in Point 6.3
of the Report.

The Management Board manages the affairs of the Company and represents the

Company externally. Th
Ig canJmstOnces and on terms determi
"he detailed rules governing the -

AW.

stipu

6.7

April
decisi

e Managemern

ated in Point 6.3 of the Report.

t Board may decide on the share buyout
ned in commonly applicable provisions of
‘unctioning of the Management Board are

Information on Employee Shares Control
System

25, 2017 by Resolutions of the Ordmorg General Meeting of Eurocash S.A. @

gramn

on was made to issue shares as part of Emp
s for 2017-2019 (Programs Xl - XVI). Incentive programs were introduced in

oyee Motivation and Bonus Pro-

connection with the intention to continue incentive programs from previous years
for managers, executives and persons who are fundamental to the operations of
the Company and the Eurocash Group and to create the basis for enabling out-
ees to take up shares in the Company as part of the bonus.

standing emploL

Incentive programs assume for issuance of up to 4.200.000 shares (approxima-
tely 3% of the current number of shares). The period of exercise of the options
(subscription rights for convertible bonds) is 3-5 years. The issue price of shares

in Incentive Programs will be equal to

the average price of Eurocash shares on

the Warsaw Stock Exchange S.A. on the day of quotations immediately preceding
the resolution of the General Meeting on the establishment of these Programs.
The programs cover a total of 6 tranches of 700.000 shares:

» /00.000 ordinary shares of the XI
from 01.04.2020 to 30.04.2022,

» /00.000 ordinary shares of the Xl|
from 01.04.2020 to 30.04.2022,

» /00.000 ordinary shares of the Xl
from 01.04.2021 to 30.04.2023,

» /00.000 ordinary shares of the XIV
from 01.04.2021 to 30.04.2023,

» /00.000 ordinary shares of the XV
from 01.04.2022 to 30.04.2024,

» /00.000 ordinary shares of the ,XVI
from 01.04.2022 to 30.04.2024,

Program” to be implemented in the period

Program” to be implemented in the period

Program” to be implemented in the period

Program” to be implemented in the period

rogram” to be implemented in the period

Program” to be implemented in the period

In the year ended 31.12.2019, no options for Eurocash Group shares have been

exercised.

The fair value of shares granted in the

oeriod from 01.01.2019 to 31.12.2019 amoun-

ted to PLN 5 880 000 and is recognized as an expense in the income statement
for this period (in the year ended 31st December 2019, no share options were

granted).

The fair value of employee shares programs is estimated as at the date of gran-
ting options based on the binominal model.




6.8. Key Features of Internal Control and Risk
Management Sgstems App“ed bg the Compong statements and periodical reports are sourced from monthly financial and ma-

nagement reporting applied by the Group’s member companies. After each ca-

N Drafting Financial Statements endar month is closed for accounting purposes, middle and top management

jointly analyzes the companies’ financial performance against relevant budget
assumptions.

The Management Board of the Controlling Entity is responsible for the Group’s in-

ternal control system and its effectiveness in the process of drafting financial sta- One of the basic elements of control in the process of drafting consolidated fi-
tements and periodical reports drawn up and published in accordance with the sti- nancial statements is the review of consolidated financial statements by an inde-
pulations set forth in the Decree dated March 29th, 2018 on current and periodical oendent auditor. The auditor’s primary task is to review the semi-annual financial
information submitted by issuers of securities and on terms on which information statements and carry out a preliminary and basic examination of the consolida-
required under the provisions of law of a country not being a member country is ted annual statements. The independent auditor is elected by the Company’s Su-
recognized as equivalent. pervisory Board. The audited financial statements are forwarded to the members
of the Supervisory Board of the Controlling Entity for the review of the Group’s
he Management Board of the Controlling Entity is responsible for mapping out financial statements.
and following the risk management policy. To ensure that these duties are carried
out, the Management Board appointed the Risk Management Team which is re- Internal control exercised by the Internal Audit Department of the Control\irg -
sponsible for developing and monitoring the risk management policy. The Team tity is an important element of risk management in the process of drafting finan-
regularly submits reports on its work progress to the Management Board. cial statements. Duties of the Department include the implementation of the risk
management policy and procedures. The Internal Audit Department carries out
The Risk Management Team was appointed to identify and analyze risks related both scheduled audits as well as ad hoc checks on procedures.
to the Group’s operations and to establish adequate risk controls and risk limits as
well as to monitor deviations noted from the limits. The risk management policy The annual program of the planned internal audits is developed on the basis of
and system are reviewed on a regular basis so that they reflect ongoing changes the risk assessment of business processes carried out by the Internal Audit Direc-
in Mmarket conditions and the Group’s operations. The Group strives to achieve a tor in cooperation with the Management Board of the |Controlling Entity. The plan-
disciplined and constructive control of the environment where every employee wo- ned audits are supplemented by ad hoc audits carried out at the request of the
uld understand their roles and duties through skills (qualifications) enhancement Management Board of the Controlling Entity as well as review audits concerning
and an application of standards and procedures by the Group. recommendations for enhanced control mechanisms across the Group.

The Financial Department of the Controlling Entity headed by the Financial Direc- "he Company conducts an annual review of both business strategy and plans.
tor is in charge of drafting consolidated tfinancial statements and periodical re- "he budgeting process is supported by the Group’s middle and top management.
ports of the Group. Financial data which is the basis for consolidated financial The budget and business plan drafted for the subsequent year is adopted by the
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ternational Accounting Standards Commitee (IASC). Former Member of the Exa-

mination Board of the National Chamber of Statutory Auditors, member of the employed almost 10 000 employees, had a total 1150 000 sgm of warehouse ca-
Securities and Stock Exchange Commission. pacity, and the company’s global turnover reached EUR 1 billion. Group branches
are located in 12 European countries: the Czech Republic, Estonia, the Netherlands,

* Mr. Jorge Mara - he graduated from the University of Miami with a Business  Germany, Hungary, Lithuania, Latvia, Poland, Slovakia, Ukraine, Romania and Italy.
degree in 1989 and from the Wharton School of Business with an MBA in 1993. He  Mr. Ewald Raben is the winner of E&Y Entrepreneur of the Year 2012 competition
has over 25 years of experience working in International corporate advisory anad and the winner of 2018 LEO Award in the “Entrepreneur of the Year” category by

orivate equity 'nvesting. Most recently he was Vice-Chairman and Senior Mana- Deutsche Verkehrs-Zeitung.

ging Director of Macquarie Capital in the USA. Prior to that he was the Group Head

of Financial Sponsor coverage at Lazard and before that a Managing Director at 4. The policy of selecting an audit firm

UBS. Currently he is active on several not-tfor-profit Boards and in Venture Capital

Investing. The auditor is selected in extension of the current contract or tender, under which

the evaluation of offers takes place under the following criteria:
3. The following member of the Audit Committee has knowledge and skills in the

sector in which the Company operates: » ynderstanding the business, the trends affecting the Company - tenderers sho-
uld describe their perception of the FMCG sector (wholesale and retail), current

* Mr. Jacek Szwajcowski - entrepreneur, founder and president of the manage-  jssues affecting the Company in terms of competitiveness, reporting, legal and tax

ment board of Pelion Healthcare Group. The company runs retail, wholesale and  jssues and prov ide a map of the audit risks:

hospitals supply. Pelion Helthcare Group exists on the market for 25 years and is » experience in audit and non-audit services for FMCG sector companies:

currently one of the biggest groups on the healthcare market in Poland and Lithu- » experience in auditing of companies listed on Warsaw Stock Exchange (WIG20

ania, with approximately USD 2blin sales, hiring 7 000 employees and managing  preferred), knowledge of standards of corporate governance and reporting of li-

the net of warehouses and 1400 pharmacies. Mr Jacek Szwajcowski finished stu-  sted companies:

dies at the Mechanical Faculty of the Technical University in £todz and has over » people - auditor’s team members should be an experts in their field, have ac-

21 years of experience in managing pharmaceutical sector. Since the year 2000 cess to technical knowledge and be familiar with the latest trends within IFRS etc.
Mr Jacek is a member of World Economic Forum in Davos. Since 2001 he is also (tenderers should provide accurate CV of leaders and team members);

a board member of Polish Business Roundtable. In 2005 he became a member of » the organization - the auditor needs to be capable of serving needs of the
the international organization - Forum of Young Global Leaders. Company - have adequate coverage and resources to conduct the audit (offices
across Poland, preparation for cooperation with international Management and
* Mr. Ewald Raben - he studied at the College of Transport and Logistics in Rot- Supervisory Board etc);
terdam. In 1991 he set up a family business in Poland. During 26 years of activi- » independence - the tenderer should provide a detailed description of the tasks
ty he has created a European company dealing not only with road transport but  carried out on behalf of the Company and other companies from FMCG sector;
providing comprehensive services including warehousing, sea and air transport » approach to the audit - whether it meets the needs of the Company and pro-

and logistics of fresh products at controlled temperatures. Today Raben Group vides an added value (what is expected from the auditor):
* the opportunity for the Company to access to the auditor’s specialized sector
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teams and to benefit from the knowledge of experts in the specific sectors;
* remuneration.

Auditor, ie . Ernst & Young Audyt Polska sp. z 0.0. sp. k. carried out an audit of the
Compang’s reports for 2019 following a choice made by the Supervisory Board
of Eurocash S.A. pursuant to § 14.2 of the Company’s Statute on May 9th, 2019.
The auditor meets the selection criteria. In the opinion of the Audit Committee, the
Company’s auditor, due to the fact that has no other business connections with
the Company, may perform functions independentlu.

5. The Audit Committee in 2019 held three meetings: on March 14th, May 9th and
November 26th and one teleconference on August 27th.




7. Statement on non-financial information
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7.1 About Eurocash Group

curocash Group is the largest Polish wholesale company distributing FMCG pro-

ducts, supporting Entrepreneurs and independent retail trade in Poland. Company
IS present on Polish market since 1995. Thanks to combination of business expe-
rience, commitment of Eurocash Group employees and the entrepreneurship of
local store owners, Eurocash Group has gained a leading position in FMCG distri-

bution in Poland.

On the one hand Eurocash business
ge of FMCG products delivered to ¢

and concepts or new channels to reach thei

IS based on creating the widest possible ran-

ients at affordable prices, enabling them to
compete with the multi-format market. On the other hand, Eurocash Group sup-
ports clients in their entrepreneurship: provides them with new business models

r clients, educate them (the Academy

of Skills is an example), which enable them to develop their business in line with

the latest trends in the retail trade.

After 25 years of running business and supporti

served the title of patron of polish e

Ntreprene

ng clients, Eurocash Group has de-

urship. Supporting and developing

entrepreneurship is also one of the bases of Company’s sustainable development
strategy - this is how Eurocash understand its responsibility towards societu.

7.1.1 Eurocash Group Business Model

Curocash Group’s wholesale trade network consists of 180 Cash&Carry wareho-
uses, under which a network of ,abc” partner stores is organized (8 985 local

grocery stores). In franchise and partner networks cooperating with Eurocash

Dystrybucja (Groszek,

associated.

The re

under -
salons.

sell

he

AlSA

e

'work included 1 565 smal

ikatesy Centrum brand ar

-uro Sklep S.A, Lewiatan, PSD, Gamma), 5 133 stores were

supermarkets, including 1 351 operating
d 450 Inmedio and Inmedio Trendy press

Table 23: Eurocash Group’s wholesale and retail trade network

*Groszek, Euro Sklep S.A., Lewiatan, PSD (Gamma).
Source: Eurocash
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7.1.2. Eurocash Group Management Structure

Curocash Group is the largest Polish company dealing with wholesale distribution of food prodt

ducting retail operations. Luis Amaral is the main shareholder of Eurocash (directly and indirect
President of the Management Board. The parent company in the Group is Eurocash S.A., which realizes the majority of the Group’s sales.

asS

Chart 14. The structure of the Eurocash Group and its affiliated companies as
at December 31st 2019:

cts and marketing support for independent Polish entrepreneurs con-
y) with the shareholding of 44.04% as at 31.12.2019. Luis Amaral serves



7.1.3. Eurocash - patron of Polish entrepreneur- | N N
The results of the ranking are publicized among producers in industry and gene-

Shlp ral information media. The third edition showed that some manufacturers were
able to change their sales strategies in one year to reach the top of the list.

-urocash Group mission concentrate on supporting independent Polish retail tra-

de. Company does it through education activities (Eurocash Skills Academy) or ,Equal in Business” is supposed not only to recognize good practices among sup-
oromotion of good practices in business (the ,Equals in Business” ranking and the pliers, but also to promote them among Polish entrepreneurs and people who
Heroes of Innovation competition). care about shop supplies. It also aims to encourage partnership between leading

manufacturers in Poland and small-format stores, as they are still responsible for
almost half of the retail market.

7.1.4. “Equal in Business” ranking

,Equal in Business” ranking was announced for the third time in 2019. It is a joint
oroject of Eurocash Group and Polish Chamber of Commerce launched in 2017. -
The ranking rates the distribution and pricing strategies of the ten largest pro- 71.5. Heroes of Innovation
ducers in Poland. It shows not only good business practices, but also raises the

issue of discrimination of small-format stores by some FMCG manufacturers. The | N _ .
,Equal in Business” ranking stands out for producers who, through fair treatment After the successes of the previous editions (,Entrepreneurship Heroes” and ,Lo-

of small-format retail stores, positively affect their competitiveness in relation to ~ cal Heroes”) the ,Heroes™ plebiscite was held for the third time in 2019. This time

large-tformat stores and discount stores. Heros of Innovation were awarded.

't is prepared by Eurocash Group analysts who compare the market results of the Innovation was understood as ideas to improve the business run by the Entrepre-
ten largest producers (by sales value). In the reported period, their group incre- neur or ideas to bring positive change in the environment. The total pool of prizes
ased significantly. Each of them is awarded points in 5 areas, which is assigned  in the competition was PLN 1 million, and the highest grant - PLN 100 thousand.
the appropriate weight in the final result: price 20%, distribution 25%, market share Katarzyna Dowbor, Zbigniew Urbanski and Przemystaw Talkowski became am-
20%, contribution to growth of 25% and dedicated products 10%. The final number ~ Passadors of the contest. Total pool of 2019 edition was 661 projects, 54 grants
of points the producer receives is a weighted average of the results of all these ~ awarded and 538 041 votes given in the contest. The projects could have been
indicators. The more points, the higher the ranking, and hence - the more balan- ~ submitted in three categories: | am changing the world locally, | invest in techno-
ced distribution and price strategy a given company has. logy and focus on practical solutions.




7.2 Responsible Management
Responsibility

7.2.1. Ethics and values “ach of Eurocash Group employee sets business objectives, and is responsible for
achieving them. Through eftective use of all means available, all employees aim
at meeting the challenges. Therefore, they all contribute to the Group growth anad
to the increase of its generated profit.

Curocash Group is guided by the Code of Ethics, which has been approved to in-
crease the transparency at work and business environment. It aims to define the
standards of behavior expected from all employees of our company and contains
key values for them. It also concerns respect for human rights.

Accountability

Curocash Group believes that we are masters of our destiny; the challenges we
face are only an opportunity to test ourselves and to apply new solutions and
make improvements. Eurocash Group believes in the 360 philosophy, where eacr
of us is assessed both by our superiors and by peers, subordinates, and internao

“very new employee must be familiar with the Group’s ethical principles. To do
this, a mandatory e-learning course has been prepared, in which information on
values and ethical principles has been systematized, with specific examples of the-

ir practical application. Employees without permanent computer access get the ont
Code of Ethics on paper. Superiors are obliged to ensure that ethical standards are Hents.
respected among their subordinate employees. Members of the Eurocash Group

. . . | . o Teamwork
Management Board are involved in active promotion of ethical principles.

The Group has an anti-corruption policy and procedures. Employees and senior n lstuch N ckc;mp\ig ong dgmtr;wlcal\ykg:cc;vw?g orgomzatthn osb-. gtroctzasthrciutp, trf_
management are trained on these issues. No corruption cases were observed in SUILS Ay be achieved only through effective cooperation, abliity 1o adjust 1o Ihe

2019. An audit on this issue is planned for 2020 changing environment, and strong motivation of all employees. Dynamic action,
| | creativity and the synergies of teamwork help to achieve goals that bring satis-
faction to both the whole Company and the individual employee.

7.2.2.Eurocash Group Values Transparency
In Eurocash Group high ethical standards are followed whenever dealing with
he values, principles, standards and norms of the organization’s conduct have employees, customers ond.suppliers. —ach of efnp\c?gees shall act in oc;ordance
been collected in codes of conduct and ethical codes. Below Eurocash Group 8 with the law and fair practices, and respect all entities and persons with whom
main values: —urocash do business. All rules of corporate governance of public companies are

fulfilled and information on the company actions and results is fully available.




Profit sharing

When Eurocash Group achieves the goals set, employees also have their share in In the Eurocash Group there is a system of reporting abuse by employees, it works
the profit. Each of them is evaluated on the basis her/his achievements - those on a trust line where employees can call in cases of irregularities.

with best results are rewarded higher than others. Courage in decision making,

flexibility, effectiveness-increasing attitude and undertaking ambitious challenges

are all highly valued.

7.3 Eurocash Group Strategy

Client service attitude

“urocash Group believes that only by meeting and exceeding our clients’ expecta- 7.5 Strategic stumpticns
tions it may grow and generate profit. Eurocash Group priority is and always will

be to fulfil clients’ needs and to introduce solutions enhancing their competitive-

ness, owing to which client can reinforce their market position and increase their The Management Board of Eurocash Group, through its activities, aims to susta-
orofitability. inably develop the operations of the Group and its clients. The superior objective

of Eurocash Group is to ensure competitiveness of independent retail stores in Po-
Work enjoyment land, offering added value to the Group’s clients and increasing the value of the

Group for its shareholders.

-urocash Group cares to be an attractive employer. Company achieves that bL

justly rewarding achieved results. It is also very important that employees gair The Group implements its strategy buy:
satisfaction and pleasure from overcoming challenges set before them. The work * meeting the customers’ needs by supplying various distribution formats and
environment in Eurocash Group in informal, enabling development and gaining forms of cooperation and by providing the customers with the expected level of
experience in an exciting environment, full of passion and energu. quality and service,

e creating sustainable competitive advantage of the Group using the economies
Entrepreneurial spirit of scale,

» systematic cost optimization and operations integration in all business units
-ntrepreneurship is part of Eurocash Group DNA. Company believes that in each within the Group.
employee there is a soul of an entrepreneur and, when properly motivated, it al-
lows them to reach the impossible. Eurocash Group actively analyzes environment n response to the ongoing consolidation process on the food distribution market
to identify the opportunities for customers and business development. Eurocash in Poland, including the wholesale distribution of FMCG products in Poland, the Eu-
Group innovates and consciously choses to take risk, believing that it would allow rocash Group strategy also assumes further organic growth in each distribution
the Company to be the number one. format and continuation of acquisitions of other wholesalers, franchise networks

and retail chains. Takeovers of other entities allow for relatively quick economies
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of scale, which translates into the ability to offer Group’s clients (independent retail
trade) better terms of goods purchase, which should also contribute to improving
the competitiveness and market position of the Group.

In line with the curr
supermarket chain

ent strategy, the Eurocash Group intends to create the largest
in Poland based on its own and franchise stores.

The source of the expansion the assumption of which is the establishment of a
chain of stores with 2400 branches, will be the development of the network in the
upported by subsequent acquisitions of local chains and the

franchise model, s

construction of stores from the scratch (together with partners from
tate sector). In this way, entrepreneurs from all over Poland will have
recognizable retail brand and marketing tools at the cost level comparable to the
large-scale stores chain.

The mission of the

res run by indeper

stores will ultimate

As part of its wholesale activities, the

dent entrepreneurs in

y be transtferred to franchisees.

the real es-
access to a

-urocash Group is to improve the competitiveness of retail sto-
Poland. Experiences developed in own

-urocash Group will focus on the integration

of individual business units, sharing the best solutions developed by each of the

formats and implementing group synergies. A healthy, reorgar

siness that generates strong cash flows from operating activities will

source of financing for the expansion of the retail segment. F
of wholesale activities should be supported by the eurocash.p

ized wholesale bu-

urther development
olatform, which gi-

be the main

ves the owners of independent retail stores the opportunity to indirectly reduce
costs and, above all, better address the needs of consumers.

In order to preserve the competitiver

rocash Group cont

iInues to invest In INNOo

ess of independent stores in Po

vative projects, such as: Du

and, the Eu-
zy Ben, abc

on wheels, Kontigo and others. After successful development of projects: Faktoria
Win, PayUp and distribution of high quality fresh products in previous
Ben and Kontigo, as a franc

opany decided to expand concepts: Duzy

years, Com-
nise chain.

7.3.2 Corporate Social Responsibility Strategy

°roject developing strategic assumptions for sustainable development was carried
out in the Eurocash Group in 2019. They were already reported in 2018. Consulta-
tions were conducted inside the company as part of this project. Several dozen of
employees took part and were responsible for the key areas of sustainable deve-
lopment (including members of the Group’s Management Board). There was also
a strateqgic session for employees and a survey addressed to the Group’s inve-
stors. In the third quarter 2019 educational workshops for several dozen employ-
ees were also organized to prepare the Company for reporting for 2019 in the GRI
standard.

As part of the strategy, four main pillars of sustainable development of Eurocash
Group were defined:

1. Development of Entrepreneurship

2. Quality without compromise for everyone
3. We use less, we don’t waste

4. Employees

More information on activities in these areas will be available in the Eurocash Gro-
up Impact Report 2019”7, available at www.grupaeurocash.pl.
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7.3.3 Risk Management System

The Eurocash Group runs
the operations of the entit

a risk management system that covers all aspects of
ies comprising it. The system focuses both on interna

and external areas, taking into account, among other things, the impact of the

Group’s activities in relatio

N to social, employment, environmental issues, respect

for human rights and counteracting corruption.

The Group’s risk management is based on a series of internal procedures and po-

icies, as well as on comple

mentary and systematically performed internal control

tasks through dedicated resources. In addition, the Eurocash Group has an Inter-
nal Audit function which, through its tasks, plays a consultative role in the field of
quality and efficiency of the above mentioned audits.

Table 24: Risk management system
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7.4 Employees

7.4.1 Employees

nired 18 099 employees across the countru.

-urocash Group is one of the largest polish en
been providing employees with permanent an
a lot of attention to respect for human and employee rights and the poss
complex development in many segments of our busi

-Urocas

oloyers. For 25 years cormr
d good working conditions,

N Group cooperates w

oloyment of more people and the development of local communities.

oany has

putting
pbility of

ness. In 2019 Eurocasnh