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Pursuant to Section 29 (5) of the Warsaw Stock Exchange Rules and Resolution No. 1013/2007 of the
Management Board of the Warsaw Stock Exchange on the Scope and Structure of the Reports Regarding the
Application of Corporate Governance Rules by Public Companies, we hereby attach a report on the Company’s
compliance with corporate governance rules in 2007. This report constitutes a supplement to the Company’s
annual report for the year 2007.
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Report on the Application of Corporate Governance Principles by Ronson Europe N.V.
(the *Company™) in the Financial Year Ended on 31 December 2007

Part |

List of corporate governance principles which were not adhered to by the issuer, stating the
circumstances and reasons for not applying the given principle and the manner in which the
Company intends to remove possible consequences of not applying the given principle or
what steps it intends to undertake to mitigate the risk of not applying the given principle in
the future.

The Company is incorporated and organized under Dutch law. Therefore. not all the rules set
forth in the Best Practices in Public Companies 2005 applied directly to the Company and some
could have only been applied to the extent permitted by Dutch law. In particular, as Dutch law
does not provide for elections of the members of the supervisory board by separate groups of
shareholders, the Company’s internal regulations did not and do include provisions on such group
elections (Rule 6). Similarly Dutch law does not provide for the delegation of a board member by
a group of shareholders to constantly supervise the company’s activity

it should be noted further that the Company. as an entity incorporated under Dutch law is subject
to the Dutch Code of Corporate Governance (the “Dutch Code of Corporate Governance™).

in 2007 the Company did not comply with the following of “The Rules of Best Practices in
Public Companies 20057

Rule 4.

A general meeting whose agenda includes certain issues at the request of authorized entities
or which has been convened on such a request can only be cancelled with the consent of the
requesting parties. In all other instances. a general meeting can be cancelled if its holding is
hindered (force majeure) or is obviously groundless. A meeting is called off in the same way
as it is convened. limiting negative consequences for the company and its shareholders as
far as possible and no later than three weeks before the original meeting date. A change in
the date of a general meeting is made in the same way as a cancellation, even if the proposed
agenda does not change.

Dutch law does not provide for any regulations relating to the cancellation of a general meeting.
Consequently. the Company could not have adopted this rule



Rule 6.

The general meeting should have regular by-laws setting out in detail the principles on
which meetings are conducted and resolutions adopted. The by-laws should, in particular,
contain provisions on elections, including elections to the supervisory board by voting in
separate groups. The by-laws should not be subject to frequent change: it is advisable for
any changes to enter into force as of the following general meeting.

The primary document which regulates the internal orgamisation of a public company limited by
shares established and existing under Dutch law are the articles of association. The Company’s
articles of association (the “Articles of Association”) define in detail the manner of convening,
conducting and decision making by the Company’s general meeting (the “General Meeting”™).
Under Dutch law no special by-laws regulating the general meeting’s organisation and
functioning exist. The Articles of Association may be amended exclusively on the basis of
resolutions of the General Meeting. In addinon. Dutch law does not provide for clections of the
members of the supervisory board by separate groups of shareholders.

Rule 9.

A general meeting should be attended by the members of both the supervisory boeard and
the management board. The auditor should also be present at an annual general meeting
and an extraordinary general meeting if the company’s financial matters are to be
discussed. The abhsence of a supervisory or management board member from the general
meeting requires an explanation, which should be given at the meeting.

Directors (i.e. members of the Company’s management board (the “Management Board™)) are
authorised to take part in the General Meetings as advisors. Dutch law does not provide for any
provisions which would require the mandatory presence of directors. Although the Company
made every possible effort to ensure the presence of as large a number of directors as possible at
the General Meetings, it could not have ensured the presence of all the directors.

Rule 20.

a) At least half the members of the supervisory board should be independent members,
subject to point (d) below. Independent members of the supervisory board should not
have relations with the company and its shareholders or employees which could
significantly affect the independent member’s ability to make impartial decisions.

b) Detailed independence criteria should be laid down in the company’s statutes.

¢)  Without the consent of the majority of independent supervisory board members, no
resolutions should be adopted on the following issues:

e performances of any kind by the company and any entities associated with the
company in favour of management board members:

e consent to the execution by the company or a subsidiary of a key agreement with
an entity associated with the company. a member of the supervisory board or
management board. or with their associated entities: and

e appointment of an audifor to audit the company’s financial statements.



d) In companies where one sharcholder holds a block of shares carrying over 50% of all
voting rights, the supervisory board should consist of at least two independent
members, including an independent chairman of the audit committee, should such a
committee be set up.

In 2007 there were four members of the Company’s supervisory board (the “Supervisory
Board”), one of whom was independent acting chairman ot the audit commintee. The second
independent member of the Supervisory Board was appointed by the Annual General Meeting of
Shareholders on 23" of June 2008

Rule 30,

A supervisory board member delegated by a group of shareholders to permanently exercise
supervision should submit detailed reports on the performance of his task to the
supervisory board.

Dutch law does not provide for elections of the members of the supervisory board by separate
groups of shareholders, nor does it allow for a delegation of a board member by a group of
sharcholders to constantly supervise the company's activity. Therefore this rule could not have
been applied by the Company.

Rule 39,

The total amount of all management board members’ remuneration, as well as the
remuneration of individual members, with a breakdown of its various elements should be
disclosed in the annual report together with information on the procedures and rules
applied to determine it. If the amount of the remuneration of individual members of the
management board significantly differs, it is recommended that a relevant explanation be
published.

Article 2:383¢ § 3 of the Dutch Civil Code imposes on the Company an obligation to publish in
its annual report a list with the remunceration of each and every director (both executive and non-
executive directors). The Dutch Code of Best Practices (section 11.2) contains detailed regulations
applicable to remunerating executive directors, The general rules of remuneration are set by the
General Meeting in accordance with the terms of the Articles of Association, while the actual
remuneration is determined by the Supervisory Board

Part 11

Operations and main powers of the general meeting: sharcholders® rights and the exercise
thereof.

An annual General Meeting is held within six months of the end of the Company's financial yvear
Extraordinary general meetings are convened by the Management Board or the Supervisory
Board (in exceptional situations also by sharcholders or depository interest holders) whenever 1t
is deemed necessary. Furthermore, extraordinary General Meetings are held upon a written
request filed with the Management Board by sharcholders andior deposit interest holders who
jointly represent at least one-tenth of the issued capital
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The notice of the convening a General Mecting specities the matters to be discussed thereat. The
convening notice will include any matter discussion of which has been requested in writing by
one or more one or more persons entitled to attend the General Meeting, representing individually
or collectively at least 1% of the issued capital or holding shares of the Company which represent
a value of at least ELIR 50,000,000,

General Meetings will be held in Rotterdam, Amsterdam, The Netherlands or
Haarlemmermeer, The Netherlands (Schiphol Awnport). If a General Meeting is held elsewhere,
valid resolutions can only be adopted if the entire issued capital of the Company is represented.

All shareholders, depository interest holders (which have fulfilled certain formal conditions),
usufructuaries (vruchtgebruikers) and pledgees with voting rights are entitled to attend the
General Meeting, to speak and to cast a vote. Each ordinary share will give the right to cast one
vote. Unless Dutch law or the Articles of Association require a greater majority, resolutions are
adopted by absolute majority of votes cast.

The General Meeting is empowered to pass resolutions infer alia in the following matters:

i.  the issue of shares in the Company and decreasing the Company’s cquity:

i, restriction or exclusion of pre-empuive rights:

ii.  appointment. suspension and dismissal of the members of the Management Board:

iv.  appointment. suspension and dismissal of the members of the Supervisory Board;

v. amendment of the Articles of Association, however only following a proposal of the
Management Board which has been approved by the Supervisory Board:

vi. the dissolution of the Companv, however only following a proposal of the Management
Board which has been approved by the Supervisory Board.

Resolutions of the Management Board require the prior approval of the General Meeting when
such resolutions relate to an important change in the identity or character of the Company or
certain undertakings of the Company. including in any case:

i, the transfer of the enterprisc. or practically the entire enterprise, of the Company to a
third party:

ii.  the entry into or termination of a long-term agreement by the Company or a subsidiary
with, or the co-operation of the Company or a subsidiary with, another legal entity or
partmership or as a fully liable partner in a limited partnership. if such co-operation or
termination is of far-reaching sigmficance for the Company; and

iii.  the acquisition or disposal of a participation in the capital of the Company with a value of
at least one third of the amoumt of the assets as set forth in the balance sheet with
explanatory notes. or if the Company prepares a consolidated balance sheet, as set forth
in the consolidated balance sheet. with explanatory notes, forming part of the most
recently adopted annual accounts of the Company



Part 111

Composition and operations of the managing and supervising bodies of the company and
their committees.

The Company has a two-tier board structure: a Management Board and a Supervisory Board. The
day-to-day management and policy-making of the Company is vested in the Management Board,
under the supervision of the Supervisory Board. The Supervisory Board supervises the
Management Board and the Company’s general course of affairs and the business 1t conducts. It
also supports the Management Board with advice. In performing their duties, the Supervisory
Board members must act in accordance with the interests of the Company and the business
connected with it

The Management Board is responsible for the day-to-day management of the Company’s
operations, under the supervision of the Supervisory Board. The Management Board is required
to keep the Supervisory Board properly informed. consult with the Supervisory Board on
important matters and submit certain important decisions 1o the Supervisory Board for its
approval (as more fully described below),

The Company's Articles of Association provide that the Management Board shall consist of one
or more managing directors A and may. in addition, consist of one or more managing directors B.
The Supervisory Board shall determine the precise number of members of the Management
Board and the precise number of Management Board members of a specific class. The General
Meeting of Shareholders shall grant the title of “Chief Executive Officer” to one of the managing
directors A, who will be the chairman of the Management Board. The General Meeting of
Sharcholders may also grant the tile of “Chief Financial Officer” to a managing director A and
other titles to managing directors A or managing directors B.

The Management Board may perform all acts necessary or useful for achieving the Company’s
corporate purpose, save for those acts that are prohibited by law or by its Articles of Association.
The Management Board as a whole is authorized to represent the Company. as are two members
of the Management Board acting jointly among whom. if one or more managing directors B are
in office, at least one managing director B,

Members of the Management Board are appointed by the General Meeting following a
nomination by the Supervisory Board. A nomination is binding 1f it is drawn up in due ume and
contains the names of no fewer than two persons for cach vacancy. However, the General
Meeting may deprive such nomination of its binding character by a resolution adopted with a
majority of no less than two thirds of votes cast. with such votes representing more than one half
of the issued capital.

The General Meeting may suspend or dismiss Management Board members at any time. It a
resolution to suspend or dismiss a Management Board member has not been proposed by the
Supervisory Board, the resolution to suspend or dismiss a Management Board member is adopred
with no less than two thirds of votes cast. with such votes representing more than half of the
issued capital. The Supervisory Board may also suspend Management Board members at any
time. The suspension may at all times be cancelled by the General Meeting by a resolution
adopted with no less than two thirds of votes cast, with such votes representing more than half of
the 1ssued capital.



Under the Articles of Association all resolutions by the Management Board are adopted by an
absolute majority of the votes cast: provided. however. that resolutions with respect to the
purchase of real property are adopted by the Management Board by unanimous vote.

Under the Articles of Association the Supervisory Board may resolve that specific resolutions of
the Management Board must be approved by the Supervisory Board. Such resolutions must be
clearly specified and reported to the Management Board in writing. The absence of approval of
the Supervisory Board does not affect the authority of the Management Board (or 1ts members) to
represent the Company.,

In 2007 the Management Board consisted of the following five members: Mr Dror Dory Kerem
(President of the Board, Chief Executive Officer). Mr Anel Bouskila (Chief Financial Officer.):
Mr David Katz: Mr Karim Habra; and Mr Amos Weltsch.

The Supervisory Board is responsible for supervising the conduct of, and providing advice to, the
Management Board and supervising the Company’s business generally. In performing its duties,
the Supervisory Board is required to act in the iterests of the Company’s business as a whole,
The members of the Supervisory Board are not, however, authorized to represent the Company in
dealings with third partics.

The Company’s Articles of Association state that the Supervisory Board will consist of no fewer
than three and no more than seven natural persons. of which at least one will be independent
within the meaning of the Articles of Association.

The Company’s Articles of Association provide that the General Meeting appoints the members
of the Supervisory Board following nomination thercot by the Supervisory Board. A nomination
is binding if it is drawn up in due time and contains the names of no fewer than two persons for
cach vacancy. However, the General Meeting may deprive such nomination of its binding
character by resolution adopted with a majority of no less than two thirds of the votes cast, with
such votes representing more than one half of the issued capital.

Under the Articles of Association the General Meeting may at any time suspend or dismiss
members of the Supervisory Board. If a resolution to suspend or dismiss a member of the
Supervisory Board has not been proposed by the Supervisory Board, the resolution to suspend or
dismiss a member of the Supervisory Board is adopted with no less than two thirds of the votes
cast, with such votes representing more than one half of the issued capital, The Anticles of
Association provide that the Supervisory Board members will retire periodically in accordance
with a rotation plan to be drawn up by the General Meeting.

Under the Articles of Association the Supervisory Board can only adopt resolutions by an
absolute majority of the votes cast. Each member of the Supervisory Board is entitled to one vote.

Two committees within the Supervisory Board have been established: (1) an Audit Committee:
and (ii) a Remuneration and Nominating Commuttee

The abovementioned committees are composed from members of the Supervisory Board with
relevant experience. Both committees operate under the overall responsibility of the Supervisory

Board. in accordance with the Dutch Code of Corporate Governance.

The Company’s Audit Committec assists the Supervisory Board in monitoring its systems of
internal control, the integrity of the Company’s financial reporting process and the contents of the
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Company’s financial statements and reports. The Audit Committee also assists the Supervisory
Board in assessing and mitigating the business and financial risks of the Company.

The Audit Committee meets at least twice a vear and also meets each time the Company proposes
10 issue a press release containing the Company’s financial figures.

The Company’s Remuneration and Nominating Comimnittee advises the Supervisory Board on the
remuneration of the members of the Management Board and momtors the Company’s
remuneration policy, which covers bonus plans for the Company’s senior management and
members of the Management Board, The Remuneration and Nominating Committee also advises
on the selection criteria and appointment procedures for members of the Management Board and
members of the Supervisory Board, as well as the proposals for appeintments and reappointments
thereto. and the policy of the Management Board on selection cnteria and appointment
procedures for members of the senior management. It also assesses the functioning of individual
members of the Supervisory Board and the Management Board.

In 2007 the Supervisory Board consisted of the following four members: Mr Un Dori (Chairman
of the Supervisory Board); Mr Thierry Leleu: Mr Mark Segall: and Mr Yair Shilhav.

Part IV

Internal control and risk management.

The Company fully complies with the internal control provisions of the Combined Code and the
Dutch Code of Corporate Governance The Board has established a continuous process for
identifying and managing the risks faced by the Company, and confinms that any appropnate
actions have been taken, or are being taken, to address any weaknesses. The Audit Committee
plays a key role in the Company’s internal control and risk management. As mentioned above.
this committee assists the Supervisory Board in reviewing its systems of intemnal controls, the
integrity of the Company’s financial reporting process and the contents of the Company’s
financial statements and reports. The Audit Commttee also assists the Supervisory Board in
assessing and mitigating the business and financial nsks of the Company.



