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AUDITOR'S STATEMENT

For the Supervisory Board of PBG S.A. w upadłości układowej (in company voluntary arrangement)

1. We have audited the attached financial statements of PBG S.A. w upadłości układowej (in company voluntary arrangement) (the “Company"), with its registered office at ul. Skórzewska 35, Wysogotowo, Poland, covering the year ended December 31st 2013 and comprising the statement of financial position prepared as at December 31st 2013, income statement, statement of comprehensive income, statement of changes in equity, statement of cash flows for the period January 1st–December 31st 2013, as well as the applied accounting policies and other explanatory notes (the “attached financial statements”).

2. The Company's Management Board is responsible for fair and clear presentation of the attached financial statements, for their preparation in accordance with mandatory accounting principles (policies), as well as for the correctness of the accounting records. The Management Board and the Supervisory Board of the Company are further obliged to ensure that the attached financial statements and the Directors’ Report on the Company’s operations comply with the requirements stipulated in the Accountancy Act of September 29th 1994 (consolidated text: Dz.U. of 2013.330, as amended − the “Accountancy Act”). Our responsibility was to audit the attached financial statements and give an opinion on whether the statements comply, in all material respects, with the mandatory accounting principles (policies), and whether they present fairly and clearly, in all material respects, the Company's assets and financial position, as well as its financial performance, and whether the accounting records used as a basis of preparation of the financial statements are correct in all material respects. 

3. We audited the attached financial statements in accordance with:

· Chapter 7 of the Accountancy Act,

· Polish auditing standards issued by the National Council of Statutory Auditors in Poland.

4. The financial statements for the previous financial year, ended December 31st 2012, were audited by an auditor acting on behalf of another qualified entity, which on March 21st 2013 declined to issue an opinion because of a material risk that the Company would not be able to continue as a going concern in the foreseeable future, as well as due to being unable to issue an opinion as to the valuation of some of the Company's assets and liabilities.
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5. On June 22nd 2012, the decision of the District Court for Poznań-Stare Miasto in Poznań, 11th Commercial Insolvency and Arrangement Division, dated June 13th 2012, declaring the Company to be insolvent in voluntary arrangement became final. The Company's Management Board is engaged in negotiations with the Company's creditors with a view to signing a restructuring agreement and determining the terms of an arrangement. In Note 2.7.3 to the attached financial statements, the Management Board stated that the Company's present financial position poses a significant threat to its continuing as a going concern but, however, that considering the Management Board's consistent efforts to secure the signing of an arrangement with creditors and enable the Company to continue in existence, a decision was made to prepare the financial statements on the assumption that the Company will continue as a going concern in the foreseeable future of at least 12 months.

The attached financial statements have been prepared on the assumption that the Company will continue as a going concern and do not contain any adjustments related to alternative methods of valuation or classification of assets and liabilities that may be necessary to be applied if the Company is unable to continue as a going concern for 12 months subsequent to the balance-sheet date. However, considering the above circumstances, we are not able to determine whether the application of the going concern assumption is justified.

6. On June 12th 2013, the Company's Court Supervisor provided Judge Commissioner with a list of claims valued at PLN 2,776m. A supplementary list of claims, with a value of PLN 191m, was issued on November 29th 2013. Currently, a process of handling complaints from creditors and making updates to the list is under way. Therefore, the value of accepted claims, as well as amounts presented in the attached financial statements, may be subject to change. Accordingly, we are unable to assess the correctness of the amounts of liabilities and provisions disclosed in the attached financial statements.

7. The Management Board remeasured the provision for the Company's potential liability under the sureties and guarantees it has issued, for its joint and several liability towards subcontractors under contracts performed under consortium agreements, and for its other liabilities which have not been disclosed in the statement of financial position. Following adjustment of the provision to PLN 445m, as described by the Management Board in Note 5.20, PLN 335m was recognised under other income. As at the date of this Statement, it is impossible to determine to what extent and what proportion of these liabilities will have to be paid by the Company. Therefore, we are unable to provide our opinion as to the correctness of valuation of the PLN 445m provision or the other income of PLN 335m included in the current period result.

8. The Company holds intangible assets, property, plant and equipment, and held-for-sale assets with a total net carrying amount of approximately PLN 71m. Although indication exists that these assets may be impaired, the Management Board, firm on the position that the Company will continue as a going concern, did not prepare analyses of their recoverable amounts that we would consider sufficient. Therefore, we are not able to provide an opinion on the amounts of possible impairment losses on these assets.

9. The net carrying amount of investment property disclosed by the Company is approximately PLN 42m. The Company measures investment property at fair value, in accordance with the relevant accounting policy. Details on the valuation of individual properties are provided in Note 5.5. With respect to some investment properties, whose net carrying amount totals approximately PLN 13m, the Management Board used figures sourced from valuations prepared in 2012. With no December 31st 2013 fair value updates available, we are unable to provide an opinion on possible adjustments to the investment property valuations.

10. The Company holds indirectly and directly 61.01% of shares in RAFAKO S.A., which were disclosed at cost in the attached financial statements at approximately PLN 551m, while the market value of the shares quoted on the Warsaw Stock Exchange was markedly lower at approximately PLN 272m as at December 31st 2013. In the course of our audit, we were not able to obtain evidence that would be sufficient for us to provide an opinion on whether the carrying amount of the investment in RAFAKO S.A. at approximately PLN 551m is correct.

11. In the attached financial statements, the Company disclosed loans of approximately PLN 214m, advanced to its subsidiary, PBG DOM Sp. z o.o. The recoverable amount of the loans was estimated based on the planned discounted cash flows from the sale of individual properties from the portfolio of the PBG DOM Group companies. In our opinion, there is uncertainty involved in the assumptions concerning the expected discounted cash flows, which depend on certain future events that are beyond the Management Board's control.

12. In the attached financial statements, the Company disclosed loans of approximately PLN 30m, advanced to INFRA S.A. In the opinion of the Company's Management Board, this loan will be repaid by INFRA S.A. once a dispute between INFRA S.A. and its trading partner is resolved in favour of the company by the Arbitration Tribunal. However, there is a high degree of uncertainty as to the outcome of the dispute and to INFRA S.A.'s ability to repay the loan. Accordingly, we are unable to determine whether the amount of the loan of PLN 30m disclosed in the attached financial statements as at December 31st 2013 is correct.

13. In the attached financial statements, the Company has disclosed loans advanced to related entities, BATHINEX Sp. z o.o. and BROKAM Sp. z o.o., with a total value of about PLN 28m, as well as shares in BROKAM Sp. z o.o., with a value of about PLN 12m. Currently, the above companies are not conducting operating activities. We have not been provided with any documentation which would confirm the likelihood of recovery of the assets invested by the Company in these entities. Therefore, we are unable to say when the Company will achieve the expected economic benefits from these investments or what the amount such benefits will be.

14. The Company holds investment certificates in the Dialog Plus Closed-End Investment Fund incorporated under the laws of Ukraine, disclosed in the attached financial statements under non-current loans and valued at approximately PLN 87m. The investment certificates have been acquired to finance the operations of Energopol Ukraina, a subsidiary. In July 2013, the Company signed a conditional agreement obliging it to sell these assets, pursuant to which the investment certificates will be transferred on the basis of a separate agreement once the Company has received payment of the agreed selling price, no later however than by December 24th 2015. The Company has not provided us with any documentation that would confirm the buyer's ability to finance the purchase of the certificates. Given the above and the uncertain political and economic situation in Ukraine, we are unable to say whether the Company will derive the expected economic benefits from the above investment certificates, and therefore, we are unable to determine whether their value presented in the financial statements as at December 31st 2013 is correct.

15. Considering the significance of identified issues and their potential impact on the financial result for the period January 1st−December 31st 2013 and on the Company's assets and financial position as at December 31st 2013, we are not able to provide an opinion on the attached financial statements.

16. In light of the facts presented above, we have decided that reviewing the Directors' Report on the Company's operations in the period January 1st−December 31st 2013 would be without merit.

For

Ernst & Young Audyt Polska spółka 
z ograniczoną odpowiedzialnością sp. k. 
(formerly Ernst & Young Audit sp. z o.o.), 
Rondo ONZ 1, 00-124 Warsaw, Poland, 
Reg. No. 130
Key auditor

[illegible signature]

Andrzej Kowal

Qualified auditor, reg. No. 90032

[stamp: Ernst & Young Audyt Polska

Spółka z ograniczoną odpowiedzialnością spółka komandytowa

Rondo ONZ 1, 00-124 Warsaw]

Warsaw, March 21st 2014

