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Chapter I. Rules of periodic review and objective bthe report

1. Overview of the rules of review

The present report is a summary of the review cotedluby the Accounting Division of the
Issuers Department at the Polish Financial Supervigwuthority in respect of the annual
consolidated financial statements for the accognyi@ar 2007 by issuers of securities other
than investment funds in the context of their caemgle with _IASs, i.e. International
Accounting Standards, International Financial R®pgr Standards and the related
interpretations published in the form of requlat@i the European Commission

The objective of this report is to present the el issues relating to the preparation of
financial statements in accordance with IASs, irtipalar in respect of the required disclosures
which are of great importance in the period ofisr@ financial markets.

Considering the objective of this report, we wolikee to emphasise that the content of the
report is merely a summary of the selected infolomabn disclosures required by IASs. Full
scope of the required disclosures is providedrf@agplicable 1ASs.

Considering the fact that the main element of tle €omprehensive scope of enforcement of
the applied financial information standards is thenitoring of compliance of the financial
information with the applicable reporting framewdpkinciple 2 of CESRStandard No.4on
Financial Information), Accounting Division of thissuers Department conducts periodic
review of compliance of issuers’ financial repogtiwith applicable reporting regulations.
Periodic review covers regular analysis of the etk financial statements and analysis on
request (of issuers’ financial statements publisirednterim information, prospectuses or
information memoranda) in a situation when anotlm@t of the Polish Financial Supervision
Authority requests communication of specific pasitiin the course of already initiated
proceedings.

In the context of the conducted proceedings, pddicattention is paid to the analysis of
opinion of the entities authorised to audit finah@tatements, i.e. to identification of cases
where a statutory auditor disclaimed of an opinilue to existence of circumstances which
make it impossible to prepare an opinion, expresaed adverse opinion, submitted
qualifications or remarks. The need for compliaremgew depends on the nature of opinion of
the statutory auditor.

In 2008, Accounting Division of Issuers Departmemreased, compared to years 2005-2007,
the number of criteria applied to the identificatiof issuers whose consolidated financial
statements for 2007 were subject to review. Alsoribmber of financial statements selected
for review in 2008, under the periodic review, waseased compared to the previous years.

In total, annual consolidated financial statemeots66 issuers with total capitalisation
accounting for 36.7% of regulated market capitéiiga(Warsaw Stock Exchange and MTS
CeTO) as on 28 December 2007 (last WSE and MTS GeBSion in 2007) were analysed in
respect of compliance with IASs.

1 CESR - The Committee of European Securities RégslaCESR websiteyww.cesr.eu
2 Standard CESR No. 1 on Financial Information. Ecément of Standards on Financial Information indpe of 12 March 2003 (Ref.:
CESR/03-073), available at: http://www.cesr.eu/indep?page=document_details&id=192
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Table 1. Number of issuers whose financial statemenwere subject to periodic review

Issuers Number| Share in regulated| Share in regulated
market capitalisation | market capitalisation
as on 28.12.2007 as on 30.09.2008

Companies with 28 35.7% 30.6%

capitalisation  exceeding
PLN 1 bilion as on
28.12.2007

Companies with
capitalisation below 1

0 0
billion as on 28.12.2007 34 1% 1.4%

Companies unlisted on the 4 - _
regulated market as an
28.12.2007

Total 66* 36.7% 32%

of which: companies
which debuted on WSE 14 29% 23.3%
in 2007

* total number of companies covers, apart from canigs with capitalisation exceeding PLN 1 billiardebelow
PLN 1 billion as on 28.12.2007 also companies sgekidmission to trading on the regulated marketeiars
2007-2008, which as on 28.12.2007 were not listethe regulated market.

The review covered annual consolidated financetiestents of issuers representing all sectoral
indices of the Warsaw Stock Exchange, as well asi@nconsolidated financial statements of
selected issuers whose securities are listed o®©@&ECurities Market.

2. Selection of financial statements for review

Since 2005, Accounting Division of Issuers Deparitrigas been implementing the principles
of enforcement of standards on financial infornraspecified in CESR Standard No. 1.

Pursuant to principle 1 of CESR Standard No. 1,pimg@ose of enforcement of standards on
financial information is to protect investors anwmpote market confidence by contributing to
the transparency of financial information relevemthe investors’ decision making process.

The methods for selecting annual consolidated Graurstatements for review were based on
CESR recommendations provided in CESR StandardlNemd in CESR guidelines on the
application of selection methods.

Principle 13 of CESR Standard No. 1 on Financiérimation stipulates that (...) preferred
models for selecting financial information for erdement purposes are mixed models
whereby a risk based approach is combined withiaiom and/or a sampling approach (...).

3. Objective of the report

Preparation of this report on the conducted revaw publication of the report on PFSA
website is aimed at presenting the results of darieview to the users of financial statements,
as well as to issuers and statutory auditors, dhcty the most recurring deficiencies and
discrepancies in respect of disclosures and agpBatounting policies in financial statements,
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which would be a support for the issuers in aclmgvihigh level of compliance with the
reporting standards, in particular with IASs regments.

Improved quality of the financial statements préseérby issuers should also improve their
comparability, in particular within individual indtries, as well as increase investors'

confidence in financial reporting and facilitateetlassessment of property and financial
situation and results of operations of issuers.
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Chapter II. Most recurrent non-compliances and deficiencies inrespect of IASs
disclosure requirements

1. Results of the review

The issues presented in this report were selected &mongst the vast scope of IAS-related
iIssues revealed after the review. They include blo¢hmost recurring non-compliances and
deficiencies relating to disclosures and the ohas, in the opinion of the authors, are worth
noticing in this report.

Moreover, IASs requirements (mainly relating toctbsures) were selected that were applied
in the majority of financial statements coveredtbg review, albeit not always in their full
scope provided for in IASs.

When preparing the summary of non-compliances agfttidncies relating to disclosures
required by IASs for Chapter I, it has been stdtet presentation of such data broken down
by particular issuers categories (e.g. issuers vagitalisation exceeding PLN 1 billion as on
28 December 2007, issuers with capitalisation befM 1 billion as on 28 December 2007,
issuers who debuted on the Warsaw Stock Exchangédi) would be of little informational
or educational value. The results of the revievgregated in the abovementioned categories,
showed that specific non-compliances and deficemncelating to disclosures occurred both in
the case of annual consolidated financial statesneintower-capitalised companies and in the
case of higher-capitalised companies or comparties tebuted on the Warsaw Stock
Exchange in 2007 selected for review. In the cdsnoual consolidated financial statements
of companies with high capitalisation and compartlest have been longer listed on the
regulated market, specific disclosures requiredAfs were relatively often presented in an
incomplete manner.

The authors are obliged to recommend to all congsanin particular issuers with lower
capitalisation, that the quality of disclosuresatiely to financial instruments should be
improved, which is of particular importance in ttantext of the present situation on financial
markets.

Moreover, it should be stated that the reviewedsobdated financial statements for 2007 of
certain issuers who often carried out diverse lmssiroperations and had assets and liabilities
with complex structure were drawn up in such a wayhat high compliance with 1ASs was
kept.

2. Non-compliances and deficiencies in respect Afbsl disclosure requirements for the
analysed annual consolidated financial statements

Non-compliances, deficiencies or incomplete diasles related to the following IASs
requirements:

* Inclusion of an explicit and unreserved statementhe effect that they comply with
IASs (IFRSs) adopted by the EU in financial statetme(paragraph 14 of IAS 1
,,Presentation of Financial Statements");

* Presentation of comparative information in respettthe previous period for all
amounts reported in the financial statements (papdg36 of IAS 1);

» Identification of the financial statement (paradrag4 to 48 of IAS 1);

« Information to be presented on the face of thernmzaasheet (required in accordance
with paragraphs 68 and 68A of IAS 1, paragraph 13A& 28 ,Investments in
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Associates"and paragraph 38 of IFRS SNgn-current Assets Held for Sale and
Discontinued Operations");

« Disclosures for each class of share capital (requiin accordance with paragraph 76a
of IAS 1);

» Description of the nature and purpose of each veseithin equity (paragraph 76b of
IAS 1);

« Information to be presented on the face of thenmestatement (required in accordance
with paragraph 81 of IAS 1, paragraph 38 of IASR8 paragraph 33 of IFRS 5);

» Separate disclosure of material items of incomeexpknse (their nature and amount)
(paragraph 86 of IAS 1);

* Presentation of expenses using a classificatioebas their nature (paragraph 93 of
IAS 1);

« [Each item on the face of the balance sheet, incgiatement, statement of changes in
equity and cash-flow statement cross-referencexhyorelated information in the notes
(paragraph 104 of IAS 1);

* Description of the measurement basis (or basesjh&n summary of significant
accounting policies (paragraphs 108 to 109 of IAS 1

» Description of judgements the company managemestniade in the summary of
significant accounting policies or other notes §ogaphs 113 to 115 of IAS 1);

« Disclosure of information about key sources ofmeation uncertainty (paragraphs 116
to 124 of IAS 1);

» Disclosures regarding methods of the measuremeheafost of inventories (paragraph
36 of IAS 2,Inventories”);

» Disclosures regarding the amount of inventorie®gased as an expense during the
period (paragraph 36d of IAS 2);

* Presentation of cash flows related to the acqgarsiof equity or debt instruments of
other entities (paragraph 16c of IASCash-flow Statements");

« Separatalisclosure®of cash flows arisindrom interestanddividendsreceived and paid
(paragraph 31 of IAS 7);

» Separate disclosures of cash flows arising froragabn income and their classification
as operating activities (paragraph 35 of IAS 7);

e Separate presentation of aggregate cash flowsngrigsom acquisitions and from
disposals of subsidiaries and their classificaisnnvesting activities (paragraph 39 of
IAS 7):;

» Disclosures regarding acquisitions or disposalsubkidiaries (paragraph 40 of IAS 7);

* Disclosure of the applied business combination ogktinvolving entities under
common control (paragraph 3b of IFR§Bsiness Combinationsdnd paragraphs 10
to 12 of IAS 8,Accounting Policies, Changes in Accounting Estiesaand Errors");

» Disclosures regarding new standaodfterpretations (paragraphs 30 to 31 of IAS 8);

+ Disclosure of the date when the financial statemamre authorised for issue and who
gave that authorisation (paragraph 17 of IAS ,Hents after the Balance Sheet
Date”);
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* Indication of reasons for not applying segment répg in the entity’'s financial
statements (IAS 145egment Reporting");

» Disclosures for primary and secondary reportingniats (paragraphs 51 to 72 of IAS
14);

« Disclosures regarding measurement, impairment $oasel depreciation of property,
plant and equipment (paragraphs 73 to 79 of IAS ,P6operty, Plant and
Equipment”);

» Disclosure of the accounting policies adopted fier tecognition of revenue (paragraph
35a of IAS 18 Revenue");

e Correct types of exchange rates applied for trénglanonetary and non-monetary
items of balance sheah foreign currencies (paragraph 23 of IAS Zhe Effects of
Changes in Foreign Exchange Rates");

» Disclosures of key management personnel compens§baragraph 16 of IAS 24
»Related Party Disclosures");

» Disclosures of transactions between related pgpesgraphs 17 to 18 of IAS 24);

* Presentation of minority interests in the consaédabalance sheeticome statement
and statement of changes in equity (paragraphs 33 tof 34S 27 ,Consolidated and
Separate Financial Statementid paragraph 96c¢ of IAS 1);

» Disclosures regarding the relationship betweenpérent and subsidiaries (paragraph
40 of 1AS 27);

» Disclosures regarding investments in associatediaadcial information of associates
(paragraphs 37 to 40 of IAS 28);

* Presentation and disclosures regarding basic datkdiearnings per share (paragraphs
66 to 73 of IAS 33Earnings per Share");

e Disclosures regarding impairment losses (paragrapBé to 131 of IAS 36
~iImpairment of Assets");

» Disclosures regarding intangible assets (paragrafpBsto 127 of IAS 38Intangible
Assets");

« Reconciliation of equity and reconciliation of tpeofit or loss related to transition to
IFRSs (paragraphs 39 to 40 of IFRSFIrst-time Adoption of International Financial
Reporting Standards");

» Application of IFRS 2,Share-based Paymenih the case of issue of managerial shares
on preferential basis;

« Correct measurement of the goodwill acquired iruaifess combination (paragraphs
51 to 53 of IFRS 3);

» Requirement to conduct impairment test for good{pidiragraph 55 of IFRS 3);

» Disclosures of information enabling evaluation bé tnature and financial effect of
business combinations (paragraphs 66 to 69 and [FR& 3);

« Disclosure of the revenue and the profit or losthefcombined entity for the period as
though the acquisition date had been the beginmiitige period (paragraph 70 of IFRS
3);
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« Presentation of discontinued operations and infaonathat enables users of the
financial statements to evaluate the financial c$feof discontinued operations
(paragraphs 30 to 36 of IFRS 5);

* Presentation and description of non-current assassified as held for sale (paragraphs
38 to 42 of IFRS 5);

» Disclosures regarding financial instruments brokknwn by classes and categories
(paragraphs 6 to 8 of IFRS,Financial Instruments: Disclosures");

« Disclosures regarding collateral of financial instents (paragraphs 14 to 15 of IFRS
7);

» Disclosure regarding the impact of financial instents on entity’s profit or loss
(paragraph 20 of IFRS 7);

* Disclosures regarding the fair value of financiasets and financial liabilities
(paragraphs 25 to 30 of IFRS 7);

» Disclosures regarding the nature and extent okraising from financial instruments
(paragraphs 31 to 42 of IFRS 7);

* Indication of a basis for excluding subsidiariemirconsolidation.

3. Summary of the review

The authors of this report would like to point aggin that while the issuers make the required
disclosures, the scope of the presented informasgiaiten incomplete or the information are
not fully clear and transparent.

Moreover, if the information required by a givenSAdo not satisfy the objectives or the
principles specified therein (or, for instance, witempliance with the specific requirements in
IFRSs is insufficient to enable the users to urtdads the impact of transactions, events or
conditions on the financial situation and finang@adfit or loss), the entity discloses additional
information which satisfy those requirements (see jgaragraph 15c of IAS 1, paragraph 36A
of IFRS 1, paragraph 52 of IFRS 2 or paragraphf1#RS 3).

It should be taken into account that IASs ofterlude statements supporting the disclosure of
the full scope of information, such as: ,Additionaformation may be relevant to users in
understanding the financial position and liquidifyan entity. Disclosure of this information,
together with a commentary by management, is eagear and may include: (...)."(paragraph
50 of IAS 7, see also e.g. paragraph 79 of IASpaBagraph 72 of IAS 33, or paragraph 132 of
IAS 36).

One should also take into account that certain 18i§silate that an entity discloses specific
information, unless their disclosure would be ingtiable.In such case, if the disclosure of
such information was impracticable, that fact sbol disclosed together with explanation
why it is impracticable (see e.g. paragraph 70F6tS 3).Definition of “impracticability” has
been presented in paragraph 11 of IAS 1.This natiso appears in other IASs.

In the coming years, in order to meet the enforcdrperposes, it is planned to continue the
periodic review of compliance of issuers’ financigdporting with applicable reporting
framework.

Chapter Il of this report, entitle8elected issues to be particularly considered wireparing
financial statements in accordance with IA@®sents in more detail the selected provisions of
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IASs regarding presentation of financial statementash-flow statements, business
combinations and consolidation, as well as findnostruments and impairment of assets.
Highlighting disclosures regarding these areas eeasidered particularly important both as a
result of the conducted review and due to the cais#uation on financial markets.

Moreover, Chapter Il presents the most importaneadments made to IASs with respect to
the future reporting periods, as well as issuesatirg to materiality in the context of
consolidation of financial statements.

10



DEM UKNF January 2009

Chapter 1ll. Selected issues to be particularly considered whepreparing financial
statements in accordance with IASs

1. Selected issues regarding presentation of finhsi@mtements

1.1. Fair presentation and compliance with IFRSs

Paragraph 14 of IAS 1Presentation of Financial Stateméhtstipulates that financial
statements shall not be described as complying IFRSs unless they comply with all the
requirements of IFRSs (as applicable, taking maligriinto account).The financial statements
shall include an explicit and unreserved statenberihe effect that they comply with IFRSs.
The European Commission (and the Accounting RegulatCommittee) approved the
following definition of identification of the ap@d accounting policy: ,in accordance with all
the International Financial Reporting Standardspéet for use in the EU” or ,in accordance
with all IFRSs adopted for use in the EU”.

In the event when an entity departs from the regoént provided for in the standard or
interpretation, in accordance with paragraph 17A& 1 (in the extremely rare circumstances
in which management concludes that compliance witrequirement in a standard or an
interpretation would be so misleading that it wouelahflict with the objective of financial
statements set out in IASB Framework for the Prpar and Presentation of Financial
Statement$ if a relevant regulatory framework requires drestvise does not prohibit, such a
departure), it makes disclosures in accordance pathgraph 18 of IAS 1 (see also paragraphs
19to 22 of IAS 1).

When preparing financial statements, one shouldp ke manner of presentation and

classification of items unchanged in subsequenbg@er(exceptions have been described in
paragraphs 27 to 28 of IAS 1).Each material cldssoilar items is presented in the financial

statements separately (paragraph 29 of IAS 1).@aeld also remember disclosures related to
reclassification of comparative amounts when tres@ntation or classification of items in the

financial statements has been amended (paragr&uies3® of IAS 1).

Provisions related to identification of the finascstatements (paragraphs 44 to 48 of IAS 1)
also include e.g. the requirements that each coemoof the financial statements shall be
identified clearly and that the name of the remgrtentity or other means of identification,
information whether the financial statements cdherindividual entity or a group of entities,
the balance sheet date or the period covered byfinhacial statements, the presentation
currency and the level of rounding shall be dispthyprominently and repeated when it is
necessary for a proper understanding of the infoomgresented (paragraphs 46 to 47 of IAS
1).

Moreover, one should take into account the prowigib paragraph 104 of IAS 1, introducing
the obligation that each item on the face of thiarbze sheet, income statement, statement of
changes in equity and cash-flow statement shatirbgs-referenced to any related information
in the notes. Please note that this provision afgalies to statement of changes in equity and
cash-flow statement.

3 IASB Framework for the Preparation and Presentatidirinancial Statements approved by IASB, not subject to adoption in fibren of
Commission Regulation to be applied within the EU.

11
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1.2. Going concern principle

When management is aware, in making its assessofig¢he entity's ability to continue as a
going concern, of any material uncertainties relate events or conditions which may cast
significant doubt upon the entity’s ability to conte as a going concern, those uncertainties
shall be disclosed. When the financial statemergsnat prepared on a going concern basis,
that fact shall be disclosed, together with theidba®m which the financial statements are
prepared and the reason why the entity is not degbas a going concern (paragraph 23 of IAS
1).

In accordance with paragraph 24 of IAS 1, in assgsshether the going concern assumption
is appropriate, management takes into accountallable information about the future, which
is at least, but not limited to, 12 months from ltiadance sheet date.

It should be taken into account that if an entitends or is forced to discontinue operations or
to considerably limit their scope, financial stagms may be prepared on the basis of other
accounting policiestljese policies are disclosgdn accordance with paragraph 14b of IAS 8
»Accounting Policies, Changes in Accounting Estimaad Errors” (see also point 23 of
IASB Framework for the Preparation and Presentaifdfinancial Statements).

1.3. Presentation of the accounting policies

The entity shall fully and clearly disclose the kg accounting policies (in particular in a
situation when the standards permit free choiag, IERS 1, or when they do not govern a
specific area, e.g. emissions trading (see parhgra@8 to 112 of IAS 1).

In accordance with paragraph 110 of IAS 1, cerstendards require disclosing particular
accounting policies, including policies adopteceafthey have been chosen by management
from alternatives allowed in standards and intéghi@ns (see e.g. paragraph 35 of IAS 18
“Revenuéregarding accounting policy adopted for recogmisrevenue, or paragraph 73 of
IAS 16 “Property, Plant and Equipméntegarding measurement for each class of property,
plant and equipment).

In their Public Statement of 12 January 2006 (R&SR/05-758), CESR reminded issuers and
investors about the importance of clear and trarespadisclosure on the use of any options
made available by applicable financial reportiranpsfards (see www.cesr)eu

In accordance with paragraph 108 of IAS 1, thetgrghall disclose in the summary of
significant accounting policies the measuremenisb@s bases) used in preparing the financial
statements and the other accounting policies ussdare relevant to an understanding of the
financial statements.

Apart from the detailed accounting policies, alke tneasurement basis (or bases) used in
preparing the financial statements should be dsedo(for example, historical cost or fair
value). When more than one measurement basis © ims¢he financial statements, it is
sufficient to provide an indication of the categsriof assets and liabilities to which each
measurement basis is appligohragraph 109 of IAS 1, see also points 99 to G0IASB
Framework for the Preparation and Presentationrarieial Statements).

The entity should take into account the obligatimn comply with the rules regarding
accounting policies, including their selection am@énge, as presented in paragraphs 7 to 31 of
IAS 8. Paragraphs 28 to 29 of IAS 8 present theasad information to be disclosed:

- when initial application of a standard or an iptetation has an effect on the current
period or any prior period, would have such anatfexcept that it is impracticable to
determine the amount of the adjustment, or mighelan effect on future periods,

- -when a voluntary change in accounting policy Aasffect on the current period or any
prior period, would have an effect on that perioctept that it is impracticable to
determine the amount of the adjustment, or mighetza effect on future periods.

12
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Paragraphs 30 to 31 of IAS 8 present the scopefofmation to be disclosedhen an entity
has not applied a new standard or interpretatiantths been issued but is not yet effective.

Moreover, it should be pointed out that:

- paragraphs 113 to 115 and 123 of IAS 1 imposeolaigation that the entity shall
disclose, in the summary of significant accountiogjcies or other notes, the judgements
that management has made in the process of apyhyngntity’s accounting policies and
that have the most significant effect on the am®urdgcognised in the financial
statements;

- paragraphs 116 to 122 and 124 of IAS 1 imposetdigation that an entity shall disclose
in the notes information about the key assumptaorerning the future, and other key
sources of estimation uncertainty at the balaneetstiate, that have a significant risk of
causing a material adjustment to the carrying ansahassets and liabilities within the
next financial year.

The issues regarding estimations have also beenedfto in point 86 of IASB Framework for

the Preparation and Presentation of Financial Bités.

1.4. Balance sheet

As a minimum, the face of the balance sheet shellide line items required under paragraphs
68 and 68a of IAS 1, paragraph 38 of IFRS Mop-current Assets Held for Sale and
Discontinued Operations”and paragraph 13 of IAS 2fnvestments in Associateqif
applicable). Moreover, in respect of informationlte disclosed on the face of the balance
sheet, one should take into account the provissbmaragraphs 69 to 75 of IAS 1 relating e.g.
to separate classifications of additional line gerurther sub-classifications of the line items
presented, including the abovementioned provistdiaragraph 29 of IAS 1.

Paragraphs 51 to 67 of IAS 1 refer to current ama-current assets and liabilities as separate
classifications on the face of the balance shdw®; grovisions include e.g. criteria for
classification of line items in specific cases (@gragraph 65 of IAS 1 regarding classification
of a long-term loan agreement as current liabiktlgo IASB Framework for the Preparation
and Presentation of Financial Statements (pointdo488 and 89 to 91) refer to elements
relating to the establishment of financial positiorthe balance sheet.

Paragraph 38 of IFRS 5 refers to presentation mdracurrent asset classified as held for sale
and the assets of a disposal group classified ldsfdresale separately from other assets in the
balance sheet. Paragraph 38 of IAS 28 stipulagestteat investments in associates accounted
for using the equity method shall be classifiechas-current assets and their carrying amount
shall be disclosed separately.

The entity shall also disclose either on the facthe balance sheet or in the notes information
for each class of share capital as required ingoaph 76a of IAS 1 and a description of the
nature and purpose of each reserve within equiisafraph 76b of IAS 1).

We would like to point out that in accordance witiragraph 33 of IAS 27Consolidated and
Separate Financial Statemehtaninority interests shall be presented in the subilated
balance sheet within equjtgeparatelyrom the parent shareholders' equity.

Presentation of individual components of equitythe statement of changes in equity and in
the balance sheet should be consistent.

One should bear in mind that in respect of pergidgting 1 January 2007 and later, there is an
obligation that an entity shall disclose informatithat enables users of its financial statements
to evaluate the entity’s objectives, policies amdcpsses for managing capital (paragraphs
124A to 124C of IAS 1).

13
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Issuers should also remember that they are obtgede the terminology compliant with the
IASs instead of that resulting from the Accountidgt, e.g. ,wartéci niematerialne”
(intangible assets) instead of ,waitoniematerialne i prawne".

Moreover, Commission Regulation (EC) No 1274/2008 6 December 2008 has adopted a
new IAS 1 ,,Presentation of Financial Statemerddid applied by all companies at the latest,
as from the commencement date of its financiat géating after 31 December 2008, which
provides for e.g. statement of financial positiprefiously referred to as the balance sheet).

1.5. Income statement

As a minimum, the face of the income statement ghelide line items required in accordance
with paragraph 81 of IAS 1, paragraph 38 of IASaP8 paragraph 33 of IFRS 5 (if applicable)
including paragraph 83 of IAS 1 which stipulatesttiadditional line items, headings and
subtotals shall be presented on the face of themecstatement when such presentation is
relevant to an understanding of the entity’s finahperformance (see also paragraphs 84 and
86 to 87 of IAS 1). One should take into accountageaph 85 of IAS 1 which prohibits
presentation of any items of income and expensextxaordinary items, either on the face of
the income statement or in the notes. Elementingléo performance in the income statement
have been also provided for in points 47 to 48td680 and 92 to 98 of IASB Framework for
the Preparation and Presentation of Financial Bités.

Paragraph 33 of IFRS 5 refers to e.g. presentatidhe post-tax profit or loss of discontinued
operations in the income statement.

Paragraph 38 of IAS 28 stipulates e.g. that inv&sghare in profit or loss of associates where
investments are accounted for using the equity oteihall be disclosed separately.Therefore
investor's share in any discontinued operationssuwéh associates shall also be disclosed
separately.

It should be pointed out that in accordance wittageaphs 33 and 34 of IAS 27 and paragraph
82 of IAS 1, minority interests in the profit orst® of the group shall be separately disclosed
(first the profit or loss is disclosed and thenditgsion).

The financial statements shall present an anabfsexpenses using a classification based on
either the nature of the expenses or their functithin the entity, whichever provides
information that is reliable and more relevant §oaaphs 88 and 94 of IAS 1). It should be
noted that entities classifying expenses by funcsioall disclose additional information on the
nature of expenses (see paragraph 93 of IAS 1).

It should be also taken into account that an erdiitgll present on the face of the income
statement basic and diluted earnings per shargrfufit or loss from continuing operations
attributable to the ordinary equity holders of ffaent entity (paragraph 66 of IAS 33). The
entity should calculate those amounts in accordamitle IAS 33 and make the required
disclosures (paragraphs 66 to 73 of IAS Barhings per Sharg.

Moreover, Commission Regulation (EC) No 1274/2008 6 December 2008 has adopted a
new IAS 1 ,,Presentation of Financial Statemerasbe applied by enterprises no later than
from the beginning of the financial year startirfgea31 December 2008, which provides for
e.g. statement of comprehensive income (previoteslyrred to as the income statement and
additional line items).
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2. Selected issues relating to cash-flow statement

Information about the cash flows of an entity isefus in providing users of financial
statements with a basis to assess the abilityeokttiity to generate cash and cash equivalents
and the needs of the entity to utilise those céshisf (in accordance with the objective of the
cash-flow statement as described in IASCASh-Flow Statemeri)s

In accordance with paragraph 4 of IAS 7, a casW-8tatement, when used in conjunction with
the rest of financial statements, provides inforamathat allows users to evaluate changes in
the net assets of the entity, its financial streeet(including liquidity and solvency) and its
ability to affect the amounts and timing of casbw$ in order to adapt to changing
circumstances and opportunities.

It should be pointed out that provisions of IASelating to presentation of accounting policies
(paragraphs 108 to 115 of IAS 1) also refer to dlsks. One of the disclosures in this respect
is disclosure of the policy adopted in determiniimg composition of cash and cash equivalents
(paragraph 46 of IAS 46).

One should bear in mind that also each item otHsh-flow statement should include a cross-
reference if data relating to such item have alenlpresented in the notes (see paragraph 104
of IAS 1).

Issuers should also note the following selectedeisselating to the presentation of statements
of cash flows (the need to highlight those issweslieen revealed during the review):

In accordance with paragraph 12 of IAS 7, a sitiglasaction may include cash flows that are
classified differently. For example, when the caspayment of a loan includes both interest
and capital, the interest element may be classidigdan operating activity and the capital

element is classified as a financing activity.

In accordance with paragraph 21 of IAS 7, an erditgll report separately major classes of
gross cash receipts and gross cash payments afismginvesting and financing activities,
except to the extent that the cash flows describh@éragraphs 22 and 24 of IAS 7 are reported
on a net basis.

Moreover, separate disclosures are made of casVs farising from interest and dividends

received and paid (paragraph 31 of IAS 7).

Requirements regarding disclosures of dividendsived and paid have also been imposed by

IAS 1. In accordance with paragraph 95 of IAS 1geatty shall disclose, either on the face of

the income statement or the statement of changesgurty, or in the notes, the amount of

dividends recognised as distributions to equitydamd during the period, and the related
amount per share. Moreover, in accordance withgpaph 125 of IAS 1, an entity shall
disclose in the notes:

a) the amount of dividends proposed or declaredrbethe financial statements were
authorised for issue but not recognised as a loigton to equity holders during the period,
and the related amount per share; and

b) the amount of any cumulative preference divigemat recognised.

Cash flows arising from taxes on income shall passely disclosed and shall be classified as

cash flows from operating activities unless thegy ba specifically identified with financing

and investing activities (paragraph 35 of IAS 7).

The aggregate cash flows arising from acquisitiamd from disposals of subsidiaries or other

business units shall be presented separately asdifoéd as investing activities (paragraph 39

of IAS 7).

In accordance with paragraph 33c of IFRS 5, antyestiall disclose the net cash flows

attributable to the operating, investing and finag@&ctivities of discontinued operations either
in the notes or on the face of the financial statets
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Moreover, an entity shall disclose the componeriteash and cash equivalents and shall
present a reconciliation of the amounts in its désh statement with the equivalent items
reported in the balance sheet (paragraph 45 of//A®ne should remember about disclosures
of transactions that do not require the use of caistash equivalents (paragraph 43 of IAS 7)
and cash and cash equivalent balances held byntitg #hat are not available for use by the
group (paragraph 48 of IAS 7).

Issuers should take into account (and apply tHes winen preparing financial statements) that

also IAS 7 includes requirements relating to disgftes in respect of both acquisitions and

disposals of subsidiaries or other business uinitsuch case, in accordance with paragraph 40

of IAS 7, for each period, an entity shall discloseaggregate:

a) the total purchase or disposal consideration;

b) the portion of the purchase or disposal conaittar discharged by means of cash and cash
equivalents;

c) the amount of cash and cash equivalents in tibsidiary or business unit acquired or
disposed of; and

d) the amount of the assets and liabilities othantcash or cash equivalents in the subsidiary
or business unit acquired or disposed of, sumnbygeeach major category.

3. Selected issues relating to business combmsmbad consolidation

3.1. Business combinations

IFRS 3 ‘Business Combinatiohsndicates the following basic disclosures to bada by the

acquirer:

- disclosing information that enables users ofiitancial statements to evaluate the nature
and financial effect of business combinations thate effected both during the period
(paragraph 66a of IFRS 3) and after the balancetstiate but before the financial
statements are authorised for issue (paragraplofGéiRS 3);

- disclosing information that enables users of fitencial statements to evaluate the
financial effects of gains, losses, error correi@nd other adjustments recognised in
the current period that relate to business comioinsithat were effected in the current or
in previous periodgparagraph 72 of IFRS 3).

One should also remember about the obligation sclase information in respect of both
acquisitions and disposals of subsidiaries or olusiness units, provided for in paragraph 40
of IAS 7.

In order to meet the requirements specified in grash 66a of IFRS 3, the acquirer discloses,
in respect of each business combination that wiastetl during the period (except for cases
described in paragraph 68 of IFRS 3), informatiequired in paragraph 67 of IFRS 3.

In the case of paragraph 67d of IFRS 3, issuersildhoote the obligation to describe the
components of the cost of the combination, inclgdamy costs directly attributable to the
combination.

It should be noted that the obligation resultingmrirparagraph 67f of IFRS 3 to disclose the
amounts recognised at the acquisition date (atvidlne — see paragraph 36 of IFRS 3) and
carrying amounts determined in accordance with E;R@mediately before the combination,

applies to each class of the acquiree’s assebdjties and contingent liabilities.
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One should differentiate between the date of adeuns and the date of exchange in
accordance with IFRS 3. The acquisition date isdage on which the acquirer effectively
obtains control of the acquiree. Date of exchangged e.g. to measurement of cost of a
business combination), in the case when businessbication involves more than one
exchange transaction, is the date on which eacividhudl investment is recognised in the
financial statements of the acquirer. When a bgsineombination is achieved in a single
exchange transaction, date of exchange is the sitiqni date (see Appendi& of IFRS 3
forming an integral part of that Standard, and gajgh 25 of IFRS 3).

Paragraph 69 of IFRS 3 stipulates that if theahiiccounting for a business combination that
was effected during the period has been determordy provisionally, the entity should
disclose that fact; and an explanation of why ithihe case (see paragraph 62 of IFRS 3).

Moreover, paragraph 70 of IFRS 3 in order to mieetdbligation specified in paragraph 66a of
IFRS 3, requires that the acquirer disclosed themae and the profit or loss of the combined
entity for the period as though the acquisitionedfdr all business combinations effected
during the period had been the beginning of theoder

To give effect to the principle in paragraph 66DFERS 3, the acquirer discloses information
required by paragraph 67 of IFRS 3 for each busimesnbination effected after the balance
sheet date but before the financial statementawh®rised for issue (paragraph 71 of IFRS 3).

In order to meet the obligation specified in paagir 72 of IFRS 3, the acquirer discloses
information required by paragraph 73 of IFRS 3, #.ghe initial accounting for a business

combination that was effected in the immediatelgcpding period was determined only
provisionally at the end of that period, the amsu@ind explanations, of adjustments to the
provisional values recognised during the currenibplgsee paragraph 69 of IFRS 3).

Moreover, the entity discloses information that ldea users of its financial statements to
evaluate changes in the carrying amount of goodwiting the period (paragraph 74 of IFRS
3). The scope of the required information relatedeconciliation of the carrying amount of
goodwill at the beginning and end of the period b@sn presented in paragraph 75 of IFRS 3.
In accordance with paragraph 52 of IFRS 3, goodaddjuired in a business combination
represents payment made by the acquirer in anticipaf future economic benefits from
assets that are not capable of being individudiyiified and separately recognized.

Paragraph 55 of IFRS 3 stipulates that goodwilliag in a business combination shall not be
amortised. Instead, the acquirer shall test itifigpairment annually (or more frequently, if
events or changes in circumstances indicate that ghodwill might be impaired), in
accordance with IAS 3@mpairment of Asséets

IFRS does not provide for recognition of the “neégatgoodwill” as a result of business
combination.

We would like to remind that if the entity appligovisions of paragraphs 10 to 12 of IAS 8 in

respect of business combination involving entitbesbusinesses under common control, to
which IFRS 3 stipulates that does not apply (seagraph 3b and paragraphs 10 to 13 of IFRS
3), the entity should disclose the descriptionha&f applied method of accounting for business
combination.
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3.2. Disclosures relating to the consolidationiwéicial statements

Paragraph 40 of IAS 27Cpnsolidated and Separate Financial Stateniespecifies the scope
of information the disclosure of which is obligatan the consolidated financial statements,
ie..

- the reasons why the ownership, directly or inttlyethrough subsidiaries, of more than
half of the voting or potential voting power of mvestee does not constitute control (in
accordance with paragraph 13 of IAS 7 control isspmed to exist when the parent
company owns, directly or indirectly through itsbsidiaries, more than half of the
voting rights of an entity unless, in exceptionéicemstances, it can be clearly
demonstrated that such ownership does not corestiturttrol);

- the nature of the relationship between the paaadta subsidiary when the parent does
not own, directly or indirectly through subsidiajenore than half of the voting power
(in accordance with paragraph 13 of IAS 7 contleb &xists when the parent company
owns half or less of the voting power of an enttyd when it meets the additional
requirements specified in paragraph 13);

- the reporting date of the financial statementsaosubsidiary when such financial
statements are used to prepare consolidated falastatements and are as of a
reporting date or for a period that is differernfr that of the parent, and the reason for
using a different reporting date or period; and

- the nature and extent of any significant resorg (e.g. resulting from borrowing
arrangements or regulatory requirements) on thiéyabf subsidiaries to transfer funds
to the parent in the form of cash dividends orefoary loans or advances.

It should be noted that also IAS 2&élated Party Disclosurégefers to the relationship
between parent entity and subsidiariParagraph 12 of IAS 24 stipulates that relatiorship
between parents and subsidiaries shall be disclosespective of whether there have been
transactions between those related parties. Inrdanoe with paragraph 14 of IAS 24, the
identification of related party relationships beémeparents and subsidiaries is in addition to
the disclosure requirements in IAS 27, IAS 28vestments in Associatesand IAS 31
»Interests in Joint Venturgswhich require an appropriate listing and desaoip of significant
investments in subsidiaries, associates and joathgrolled entities.

4. Selected issues relating to financial instrutsien

Particular importance of the review of the methddapplication of IFRS 7 Financial
Instruments: Disclosurédor financial statements for 2007 is related btuitthe importance of
disclosures relating to financial instruments feens of financial statements in the context of
the present situation on financial markets andh fact that 2007 was the first year this
standard was applied by the supervised entities.

Consequently to the application of IFRS 7 by anitgndisclosures regarding financial
instruments should be more extensive and moreleetai

Availability of data related to financial instrumenincluded in financial statements should be
improved.

When applying IFRS 7, an entity is particularly igbt to disclose information that enables
users of its financial statements to:
- evaluate the significance of financial instrunserfor its financial position and
performance (paragraph 7),
- evaluate the nature and extent of risks arisiognffinancial instruments to which the
entity is exposed at the reporting date (parag&iph
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4.1. Classes and categories

In accordance with paragraph 6 of IFRS 7, when IFR&quires disclosures by classf
instrument, the entity shall group financial instients into classes that are appropriate to the
nature of the information disclosed and that taki® iaccount the characteristics of those
financial instruments. The entity shall providefsiént information to permit reconciliation to
the line items presented in the balance sheet.

The notion of class in this meaning has also beed in paragraphs 13, 16, 20, 25, 26, 27, 28,
36 and 37 of IFRS 7.

In accordance with paragraph 8 of IFRS 7, the agagramounts of each of the following

categories, as defined in IAS 3Bipancial Instruments: Recognition and Measuremeastiall

be disclosed either on the face of the balancet sinee the notes:

a) financial assets at fair value through profitass, showing separately: i) those designated
as such upon initial recognition; and ii) thosesslied as held for trading in accordance
with 1AS 39;

b) held-to-maturity investments;

c) loans and receivables;

d) available-for-sale financial assets;

e) financial liabilities at fair value through pitofor loss, showing separately: i) those
designated as such upon initial recognition; ahdhiose classified as held for trading in
accordance with IAS 39;

f) financial liabilities measured at amortised cost

Therefore particular attention should be paid tplaxation of application, presented in
Appendix B of IFRS 7, forming an integral part dietStandard, where it has been stated
(pomts B1 and B2) that:
in accordance with paragraph 6 of IFRS 7, théyesball group financial instruments
into classes that are appropriate to the natuteeoinformation disclosed and that take
into account the characteristics of those financisiruments. The classes described in
paragraph 6 are determined by the entity and &res, tdistinct from categories of
financial instruments defined in IAS 39 (which detene how financial instruments are
measured and where changes in fair value are reasan
- when defining classes of financial instrumeniseatity shall at least:
a) distinguish instruments measured at amortisetifomm those measured at fair value;
b) treat as a separate class or classes thoseiiharstruments outside the scope of IFRS 7.

Therefore one should distinguish the entity’s dodign to group financial instruments into
classes within the meaning of paragraph 6 of IFR®M the obligation to recognise financial
instruments by categories within the meaning oageaph 8 of IFRS 7.

4.2. Disclosures related to fair value measurement

In accordance with paragraph 25 of IFRS 7, for egleBs of financial assets and financial

liabilities, the entity shall disclose the fair ualof that class of assets and liabilities in a way
that permits it to be compared with its carryingoamt.

In a situation when the conditions of paragraploRRS 7 are met, disclosures of fair value

are not required. However, in cases specified magraphs 29b) and c) of IFRS 7, an entity
shall disclose information to help users of theficial statements make their own judgements
about the extent of possible differences betweerctirying amount of those financial assets
or financial liabilities and their fair value, it@rdance with paragraph 30 of IFRS 7.

“ In the Polish version of the Standard, this tees been inappropriately translated as “kategodategory).
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The entity should note the obligation imposed inageaph 27 of IFRS 7 to disclose e.g. the
methods and, when a valuation technique is usedassumptions applied in determining fair
values of each class of financial assets or firi@bilities, as well as whether fair values are
determined, in whole or in part, directly by refece to published price quotations in an active
market or are estimated using a valuation technique

When establishing fair value of a financial asdeliability in order to apply IAS 39, IAS 32
“Financial Instruments: Presentatibror IFRS 7, an entity applies points AG69-AG82 of
Appendix A of IAS 39, forming an integral part dfat Standard (see paragraph 48 of IAS 39).
Issues regarding measurement of financial instrasnanfair value in active market conditions
(quoted prices) and in the case when there is tiveamarket (valuation techniques) have been
presented in points AG71-AG73 and AG74-AG79 of Apgig A of IAS 39, respectively.

We would like to point out that on 3 October 200BSR presented their statement on fair
value measurement and related disclosures of fiabinstruments in illiquid markets.

4.3. Disclosing items of income, expense, gainssses related to financial instruments

It must be pointed out that (clear and explicigattbsure of items of income, expense, gains or
losses relating to financial instruments is patédy important for users of financial
statements. In the case when an entity does nsépren the face of the financial statements
disclosures in the extent required by paragrapbf2BRS 7, it shall present them in the notes.

Moreover, issuers should take into account thahantial asset and a financial liability shall
be offset and the net amount presented in the talaheet when, and only when, an entity:
currently has a legally enforceable right to sdttbe recognised amounts, and the entity
intends either to settle on a net basis, or toiseathe asset and settle the liability
simultaneously. In accounting for a transfer ofirgarcial asset that does not qualify for
derecognition, the entity shall not offset the #fanred asset and the associated liability
(paragraph 42 of IAS 32, see also paragraphs 88 td IAS 32 and paragraph 36 of IAS 39).

4.4. Nature and extent of risk arising from finah@nstruments

The financial risk disclosures required by parafjsap3 to 42 of IFRS 7 focus on the risks that
arise from financial instruments and how they h&#es=n managed. These risks typically
include, but are not limited to, credit risk, lidity risk and market risk. The market risk
includes three types of risks: interest rate rigskrency risk and other price risk (see paragraph
32 of IFRS 7 and definitions in Appendix A of IFRS forming an integral part of the
Standard).

For each type of risk arising from financial instrents, the entity shall make gqualitative
disclosuresin accordance with paragraph 33 of IFRS 7 and ftifaéime disclosuresin
accordance with paragraphs 34 to 42 of IFRS 7/hdukl be noted that the Standard requires
disclosures to be made for each type of risk (, €hesks typically include, but are not limited
to, credit risk, liquidity risk and market risk,), less the risk is not material (see paragraphs 32
and 34b of IFRS 7).

Issuers should note that the entity discloses cdratons of risk if such information is not
apparent from paragraphs 34a and 34b of IFRS 7p@agraph 34b of IFRS 7 and point B8 of
Appendix A of IFRS 7). Moreover, if the quantitaidata disclosed as at the reporting date are

® CESR Statement - Fair value measurement and detfitelosures of financial instruments in illiquidarkets, 3 October 2008. (Ref:
CESR/08-713b), website: http://www.cesr.eu/indegZage-document_details&id=5285&from_id=13
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unrepresentative of an entity’s exposure to risknduthe period, an entity shall provide further
information that is representative (paragraph 36-BfS 7).

It should be noted that in accordance with pardgrapof IFRS 7, when IFRS 7 requires
disclosure by class of instrument, the entity skpativide sufficient information to permit
reconciliation to the line items presented in thi&ahce sheet.

4.5. Amendments to IAS 39 and IFRS 7 related tadltassification of financial assets

Commission Regulation (EC) No 1004/2008 of 15 Oetd008 has introduced amendments
to IAS 39, consisting in amending paragraph 50 poidt AG8 in Appendix A and in adding
paragraphs 50B to 50F and 103G.

The introduced amendments change the rules releditigssification of financial instruments
between particular categories within the meaningasfigraph 9 of IAS 39. Effective date and
transitional provisions for the amended reclasaiftm rules have been presented in paragraph
103G of IAS 39.

Commission Regulation (EC) No 1004/2008 has altodiuced, in a situation when an entity
reclassified a financial asset out of the fair eallarough profit or loss category (in accordance
with paragraph 50 B or 50 D of IAS 39) or out oé tvailable-for-sale category (in accordance
with paragraph 50E of IAS 39), a disclosure requeat for such reclassification (paragraph
12 A of IFRS 7).

Moreover, one should remember about disclosuresirestiby paragraph 12 of IFRS 7 in the
case of reclassification of a financial asset icoadance with paragraph 51 to 54 of IAS 39.
Effective date for amendments introduced to IFRSregarding disclosures related to
reclassification has been presented in paragraplofifFRS 7.

5. Selected issues relating to impairment of asset

An entity shall disclose, for each class of assetfrmation related to impairment losses

required by paragraph 126 of IAS 3Bnpairment of AssétsA class of asset is a grouping of

assets of similar nature and use in an entity’saifmns (paragraph 127 of IAS 36).

Paragraph 126a and b of IAS 36 requires that irtéise of impairment losses or of reversals of
impairment losses recognised in profit or loss myrihe period, their amount and the line

item(s) of the income statement in which those inmpant losses are included or in which

those impairment losses are reversed were disclosed

In accordance with paragraph 128 of IAS 36, infdiararequired by paragraph 126 of IAS 36
may be presented with other information disclosed the class of assets. In the case of
property, plant and equipment in the financialestagnts, for each class of property, plant and
equipment, the entity shall disclose a reconcdiabf the carrying amount at the beginning and
end of the period showing e.g. impairment lossesgeised in profit or loss in accordance
with IAS 36 and impairment losses reversed in profi loss in accordance with IAS 36
(paragraph 73 of IAS 16). Similar requirements gmb. to intangible assets (see paragraph
118 of IAS 38 intangible Asset}.

It should be also taken into account that alsoefrh material impairment loss recognised or
reversed during the period for an individual assstluding goodwill, or a cash-generating

unit, an entity shall disclose the information regd by paragraph 130 of IAS 36, e.g. the
events and circumstances that led to the recogniticeversal of the impairment loss (as well

® Commission Regulation (EC) No 1004/2008 of 15 ®etc2008 amending Regulation (EC) No 1725/2003 tudgertain international
accounting standards in accordance with Regulatié@) No 1606/2002 of the European Parliament andhef Council as regards
International Accounting Standard (IAS) 39 andin&ional Financial Reporting Standard (IFRS) 7 (&¥5 of 16.10.2008 p. 37)
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as disclosures for the aggregate impairment los&sare not individually material — see
paragraph 131 of IAS 36).

An entity that reports segment information shalsctbse for each reportable segment
information required by paragraph 129 of IAS 36isTapplies both to segment reporting in
accordance with IAS 14 and to reporting in accocganith IFRS 8 Operating Segmerits

In accordance with paragraphs 134 and 135 of IASB&ntity shall disclose estimates used to
measure recoverable amounts of cash-generating containing goodwill or intangible assets

with indefinite useful lives.

It should be noted that in respect of disclosueemiired by paragraphs 134 and 135 of IAS 36
it is necessary to apply the provisions of paragrap6 of IAS 1 regarding disclosure of the

key assumptions concerning the future, and othgrskerces of estimation uncertainty at the
balance sheet date. The disclosures should benpeesen a manner that helps users of
financial statements to understand the judgememtsagement makes about the future and
about other key sources of estimation uncertaiatthough the nature and extent of the

information provided vary according to the natuféhe assumptions and other circumstances.
Example of the disclosure made has been presanfetagraph 120 of IAS 1.

In the case of goodwill, provisions of IAS 36 anfeR5 3 ‘Business combinatiohsare
complementary to each other, also in respect ofdhaired disclosures. Paragraph 55 of IFRS
3 stipulates that goodwill acquired in a businesslzination shall not be amortised. Instead, an
impairment test shall be performed annually (or entrequently, if events or changes in
circumstances indicate that the goodwill might lpaired), in accordance with IAS 36 (see
also paragraphs 80 to 99 of IAS 36 regarding allonaof goodwill to cash-generating units
and dates of impairment tests).

In accordance with paragraph 124 of IAS 36, an impant loss recognised for goodwill shall
not be reversed in a subsequent period.

Paragraph 76 of IFRS 3 stipulates that an entitgll stisclose information about the
recoverable amount and impairment of goodwill isaadance with IAS 36 in addition to the
information required to be disclosed by paragraple of IFRS 3, i.e. information about
impairment losses recognised during the periodao@ance with IAS 36.

Moreover, in accordance with paragraph 133 of I&Sif3any portion of the goodwill acquired
in a business combination during the period hasbeen allocated to a cash-generating unit
(group of units) at the reporting date, the amairihe unallocated goodwill shall be disclosed
(see paragraph 84 of IAS 36), together with theara why that amount remains unallocated.

6. Major changes in applying IASs

6.1. Application of IAS-compliant accounting poési

In accordance with Article 3 (1) of Regulation (B9 1606/2002 of the European Parliament
and of the Councl) the European Commission shall decide on the egtglity within the
Community of international accounting standardsticke 3 (4) of the abovementioned
Regulation stipulates that adopted internationabanting standards shall be published in full
in each of the official languages of the Communag, a Commission Regulation, in the
Official Journalof the European Communities.

" Regulation (EC) No 1606/2002 of the European Bewdint and of the Council of 19 July 2002 on thdiegtion of international accounting
standards (OJ L 243 of 11.9.2002, p. 1; OJ EU spé&ulish edition, chapter 13, vol. 29, p. 609) &ebulation (EC) No 297/2008 of the
European Parliament and of the Council of 11 M&6B8 amending Regulation (EC) No 1606/2002 on h@i@ation of international
accounting standards (OJ L 97 of 9.4.2008, p. 62)
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In accordance with the requirements of paragrafh$o112 of IAS 8 Accounting Policies,
Changes in Accounting Estimates and Erfpns the absence of a Standard or an Interpretatio
that specifically applies to a transaction, otheerg, or condition, management shall use its
judgement in developing and applying an accountioigcy (...).

In making the judgement, management shall referata consider the applicability of, the
sources referred to in paragraph 11 of IAS 8 anthénorder specified therein. In making the
judgement, management may also consider the mosthtr@ronouncements of other standard
setting bodies that use a similar conceptual fraomkewo develop accounting standards, other
accounting literature and accepted industry prastito the extent that these do not conflict
with the sources in paragraph 11 of IAS 8 (paragred of IAS 8).

We would like to point out that in making the judgyent, management may also consider the
provisions of the Accounting Attand the domestic accounting standards issued @y th
Accounting Standards Committee, provided the caotof IAS 8 have been met

6.2. Amendments to IASs in respect of future rapgrperiods

1) Commission Regulation (EC) No 1274/2008 of 1¢d&eber 2008 amending Regulation
(EC) No 1126/2008 adopting certain internationatoamting standards in accordance
with Regulation (EC) No 1606/2002 of the Europeanliment and of the Council as
regards International Accounting Standard (IAS) 1.

All businesses apply the new IAS Brésentation of Financial Statemehgas well as the
provisions of other IASs amended by this Regulatian the latest, as from the
commencement date of its financial year startingr&f1 December 2008;

2) Commission Regulation (EC) No 1263/2008 of 1@&démber 2008 amending Regulation
(EC) No 1126/2008 adopting certain internationatoamting standards in accordance
with Regulation (EC) No 1606/2002 of the EuropeanliBment and of the Council as
regards International Financial Reporting Intergtien Committee's (IFRIC)
Interpretation 14.

All businesses apply IFRIC 14AS 19 — The Limit on a defined benefit Asset, iulimn
Funding Requirements and their Interacticat the latest, as from the commencement
date of its financial year starting after 31 Decen2008;

3) Commission Regulation (EC) No 1262/2008 of 1@démber 2008 amending Regulation
(EC) No 1126/2008 adopting certain internationatocamting standards in accordance
with Regulation (EC) No 1606/2002 of the Europeanli@ment and of the Council as
regards International Financial Reporting Intergiien Committee's (IFRIC)
Interpretation 13.

All businesses apply IFRIC 13Xtstomer loyalty programmeat the latest, as from the
commencement date of its financial year startingr&f1 December 2008;

4) Commission Regulation (EC) No 1261/2008 of 1@&démber 2008 amending Regulation
(EC) No 1126/2008 adopting certain internationatcamting standards in accordance
with Regulation (EC) No 1606/2002 of the Europeanli@ment and of the Council as
regards International Financial Reporting Stan{l&RS) 2.

All businesses apply the amended IFRSShdre-based Paymérdt the latest, as from
the commencement date of its financial year stqudiiter 31 December 2008;

5) Commission Regulation (EC) No 1260/2008 of 1@démber 2008 amending Regulation
(EC) No 1126/2008 adopting certain internationatcamting standards in accordance
with Regulation (EC) No 1606/2002 of the Europeamli@ment and of the Council as
regards International Accounting Standard (IAS) 23.

8 The Accounting Act of 29 September 1994 (Dz. U2@®2 No. 76, item 694, as amended)
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All businesses apply the new IAS 2Bdrrowing Costs (as well as the provisions of
other IASs amended by this Regulation) at the fagssfrom the commencement date of
its financial year starting after 31 December 2008;

6) Commission Regulation (EC) No 1126/2008 of 3 &lber 2008 adopting certain
international accounting standards in accordande Regulation (EC) No 1606/2002 of
the European Parliament and of the Council.

Commission Regulation (EC) introducing a consokdatext containing all international
accounting standards adopted by the Community @tilOctober 2008 and repealing
Commission Regulation (EC) No 1725/2003 as amended,;

7) Commission Regulation (EC) No 1004/2008 of 1500er 2008 amending Regulation
(EC) No 1725/2003 adopting certain internationatcamting standards in accordance
with Regulation (EC) No 1606/2002 of the EuropeamliBment and of the Council as
regards International Accounting Standard (IASy88 International Financial Reporting
Standard (IFRS) 7. Dates of application of amendmerade to IAS 39 and IFRS 7 have
been presented respectively in paragraph 103Geoamtended IAS 39 and in paragraph
44E of the amended IFRS 7,

8) Commission Regulation (EC) No 1358/2007 of 2Vé&ber 2007 amending Regulation
(EC) No 1725/2003 adopting certain internationatocamting standards in accordance
with Regulation (EC) No 1606/2002 of the EuropeanliBment and of the Council as
regards International Financial Reporting Stan{&RS) 8.

All businesses apply the new IFRS @gerating Segmeritgas well as the provisions of
other IASs amended by this Regulation) as from dbexmencement date of its 2009
financial year at the latest;

9) Commission Regulation (EC) No 611/2007 of 1 J2@@7 amending Regulation (EC) No
1725/2003 adopting certain international accountstgndards in accordance with
Regulation (EC) No 1606/2002 of the European Rasiat and of the Council as regards
International Financial Reporting Interpretationn@uittee's (IFRIC) Interpretation 11.

All businesses apply IFRIC 11ERS 2 -Group and Treasury Share Transactionas$
from the commencement date of its 2008 financial y the latest, except for companies
with a January or February (2008) commencement whteh shall apply IFRIC 11 as
from the commencement date of the 2009 financiat géthe latest.

We also inform that Commission Regulations (EChatieg to IASs, also in Polish, are
available at: http://ec.europa.eu/internal_marketanting/ias_en.

Commission Regulations (EC) relating to IASs are soal available at:
http://www.knf.gov.pl/rynek__kapitalowy/unia/Reggje_ UE/Rachunkowosc.html.

We also remind that

- when initial application of a Standard or an fptetation has an effect on the current
period or any prior period, would have such anaféxcept that it is impracticable to
determine the amount of the adjustment, or mighthan effect on future periods, an
entity shall disclose the information required iarggraph 28 of IAS 8Accounting
Policies, Changes in Accounting Estimates and Efror

- when an entity has not applied a new Standatdterpretation that has been issued but
is not yet effective, the entity shall disclose thi®rmation required in paragraph 30 of
IAS 8 (see also paragraph 31 of IAS 8).

6.3. Materiality - consolidation

Publication of Regulation (EC) No 1606/2002 impgsan obligation for specific entities to
prepare consolidated financial statements in aecoel with IASs triggered discussion on the
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application of provisions of the Regulation in tbentext of the provisions of the Seventh
Council Directive’

Provisions of the Seventh Council Directive, impéted to the national legislation, concern
exemptions from the requirement to prepare conatdl financial statements. In the event
when an entity is not obliged to prepare consafiddinancial statements as a result of such an
exemption, the requirement to prepare consolidétehcial statements in accordance with
IASs does not apply because there are no "consefidnancial statements” to which that
obligation would apply.

As for the scope of consolidation, including exaus, i.e. which entities should be recognised
in the consolidated financial statements and thihoaakof such recognition, it is provided for
in 1ASs. Therefore Article 58 (1) of the Accountirfct, implementing Article 13 of the
Seventh Council Directive, on the basis of whichmiaterial entities are not required to be
consolidated, does not apply.

IAS 27 “Consolidated and Separate Financial Statenfedit®s not include provisions on the
basis of which, and on the basis of the materiaitierion, it would be possible to exclude
subsidiaries from consolidation (see paragraphf12% 27).

However, in accordance with paragraph 31 of IASPieSentation of Financial Statemehts
applying the concept of materiality means that ecsg disclosure requirement in a standard
or an interpretation need not be satisfied if thifermation is not material. In accordance with
paragraph 8 of IAS 8Accounting Policies, Changes in Accounting Estisated Errors the
accounting policies provided for in IFRSs need motapplied if the effect of their application
is immaterial. Omissions or misstatements are densd material in paragraph 5 of IAS 8 if
they could, individually or collectively, influenceconomic decisions made by users on the
basis of the financial statements. Materiality defgeon the size and type of omissions or
misstatements evaluated in the context of the giv@umstances. The size or type of the item,
or the combination of both, can be a decisive fadtso points 29 and 30 of IASB Framework
for the Preparation and Presentation of Finandiaieents refer to the notions of materiality
and relevance.

The position of PFSA (and earlier, of the PolisltiB#ies and Exchange Commission) on the
situation when an issuer whose securities aredlistea regulated market has one subsidiary
(which, in the opinion of the issuer, has no matampact on his operations) and who would
like to refrain from the preparation of the condated financial statementsStanowisko
dotyczce sprawozda finansowych w raportach okresowycbf 21 March 2006) has been
published at: http://www.knf.gov.pl/Images/standwisl_tcm20-6360.pdf

The Euro(Pean Commission has prepared a proposammehdments to the Seventh Council
Directive'’, permitting that entities whose subsidiaries armaterial, both individually or as a
whole, would be exempted from the obligation topare consolidated financial statements.
The amendment is aimed at eliminating doubts dkdaelationship between Regulation (EC)
No 1606/2002 and the Seventh Council Directive.

As on the date of this report, legislative proceasthe amendment of the Seventh Council
Directive has been in progress.

9 Seventh Council Directive of 13 June 1983 based\title 54(3)(g) of the Treaty on consolidated @aats (83/349/EEC) (OJ L 193 of
18.7.1983, p. 1, as amended), special Polish editioapter 17, vol. 01, p. 58 - 74
10 Website:http://eur-lex.europa.eu/Result.do7Rech Type=RECléx&ang=pl&ihmlang=en&code=52008PC0195
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