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Letter of the Management Board

Dear shareholders,

During the financial year 2014 our company continued in its mission to build optical
networks in the Czech Republic. We have successfully finalize ground works in Brandys
na Labem, Olomouc, Pisek and Tabor. Each of these networks has potential to be
increased in the future to the neighbouring location. We have also started process of
obtaining permissions for ground works in several new locations. All these activities will
smoothly continue in the next year.

Extraordinary situation during the passed year evolved in the financial position of the
company. According the approval of the General Meeting of the company held in 2013,
management allocated the free financial resources of the company into different financial
assets. Outcome of this action overcome even the most optimistic expectations, Thanks to
general growth of the markets, supported by unexpected devaluation of the Czech Koruna,
the company reached extraordinary profit. This situation will likely not repeat in the future
and management of the company will act carefully and responsibly.

In the next year the management of the company will continue in its effort to build largest
open optical network in the Czech Republic.

Your Sincerely

Ondrej Cibufa
board member



Report of an Independent Auditor on the Review of the Financial Statements compiled as at 31 December 2013
TwigoNet turope, SE

Accounting unit under review:

TwigoNet Europe, SE
Legal status: European company

Corporate ID (IC): 292 03 414
Registered office: Svatojanska 431, Praha - Kyje, PSC 198 00

Reviewed period:
1 January to 31 December 2013

Recipient of the Report:
The report is intended for the shareholders and the management of the reviewed company.

Reviewer:
PAGINA BOHEMIA, spol. sr.0.
Jilovska 1167/71a
142 00 Prague 4, Branik
Corporate ID 251 26 369
Municipal Court in Prague, C 116054
Czech Chamber of Auditors License No. 252

Auditor in Charge: Ing. Jifi Hofman, Czech Chamber of Auditors License No. 1401

We have audited the accompanying financial statements of TwigoNet Eurcpe, SE, which
comprise the balance sheet as at 31 December 2013, the profit & loss account for the year
ending on 31 December 2013, and notes to these financial statements, including a summary of
significant accounting policies and other explanatory information. Data on TwigoNet Europe, SE
are disclosed in Note 1 to these financial statements.

Statutory Body's Responsibility for the Financial Statements

The statutory body of TwigoNet Europe, SE is responsible for the preparation of the financial
statements which provide a true and fair view in accordance with accounting regulations
effective in the Czech Republic, and for the internal control system as may be required for
compiling the financial statements so that they contain no significant (material) inaccuracies
caused by fraud or error.

Auditor's Responsibility and Scope of the Audit

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with the Act on Auditors, International Standards on
Auditing and the related application guidelines issued by the Chamber of Auditors of the
Czech Republic. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance whether the financial statements are
free from significant {(material} misstatement.




Report of an Independent Auditor on the Review of the Financial Statements compiled as at 31 December 2013
TwigoNet Europe, SE

An audit invoives performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of significant {material) misstatement of
the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal controls relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’'s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

The subject matter of this auditor's report does not include verifying the conformity of the
company's Annual Report to the financial statements prepared as at 31 December 2013 or
verifying the factual accuracy of disclosures provided in the Report on Relations between the
Controlled and Controlling Person and Other Controlled Persons. These documents are
subject to a separate audit.

Auditor’s Opinion

In our opinion, the financial statements give & true and fair view of assets and liabilities of
TwigoNet Europe, SE as at 31 December 2013, and of its income, expenses and results of
the company’s operations for the year ending on 31 December 2013 in accordance with
accounting regulations applicable in the Czech Republic.

Prague, 20 May 2014

PAGINA BOHEMIA, spol. s r.0. Ing. Jirf Hofman
Jilovska 1167/71a Auditor in Charge
142 00 Prague 4, Branik Czech Chamber of Auditors
Czech Chamber of Auditors License No. 1401

License No. 252

Enclosures:  One copy of the Balance Sheet as at 31 December 2013
One copy of the Profit and Loss Account as at 31 December 2013
One copy of the Notes to the Financial Statements as at 31 December 2013
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Selected finnacial information from the Balace Sheet in thousands of EUR

‘ 2013 2012
Total Assets ‘ 2087 1321
Receivables os subscribed capital stock ‘ 0 0
Long term assets 304 107
Current assets ‘ 1781 1214
Accruals ' 1 0
Total Liabilities | 2 O87j 1321
Equity Capital : 1892 1301
Not-own capitals 195 20
Accruals ﬁ 0 0

Selected financial information from the Profit and Loss Statement in thousands of EUR

; 2013 2012
Revenues from merchandise 3 1
Cost of goods sold 0: 0
Production ‘ 5 0
Output consumption ‘ 92 218
Added value , -83 218
Personal expenses 43 26
Operating trading income -143 -245
Revenues from sale of securities ‘ 434 0
Securities and deposits sold 395 0
income from revaluation of securities ' 1 708: 0
Cost of revaluation of securities 934 0
Financial profit/loss j 809 12
Profit/loss of current accountig period , 590 -233
Profit/loss before taxation 666 -233

The company has used international accounting standards.

Report on the company activities

The Company performs following activities:

- continued building optical networks in several cities in the Czech Republic (Brandys nad
Labe, Olomouc, Pisek, Tabor),

- worked on obtaining permissions in new locations

- finalized tenders for suppliers of ducts and optical cables

- worked on esteblishing Central Offices in the selected locations

- started negotiation with potential ISPs about providing services on the network

- secure extraordinary income by investing free cash



Declarations

According to our best knowledge, annual financial statements and comparable
data were prepared in accordance with internationally accepted standards and
they present a true and fair view of the company’s property and financial
situation and its financial result and the report on the companys’s activities
presents a fair view of the company’s situation, including a description of basic
exposures and risks.

Certified auditors which audited annual financial statements was selected in
accordance with legal regulations and they met conditions to express their
impartial and independent opinion on the audit, in accordance with relevant
regulations of local law.

The company has applied all corporate governance rules, mentioned in the
document “Best Practices of NewConnect Listed Companies” applicable to it.

Ondrej Cibula
member of the board



