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I. SHARE OWNERSHIP CHANGES IN PBG S.A. IN 2008

1. Changes in the shareholding structure of the PGB.A.

Within the reporting period and after the balanicees date the following significant changes in

the shareholding structure of PBG SA took place:

Notifications from BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych SA on
descending below the 5% threshold and exceeding t86 threshold of the total number of

voting rights

On 11 April 2008the Board of Directors of PBG SA received a natifion from BZ WBK AIB
Towarzystwo Funduszy Inwestycyjnych SA with itsistgred office in Pozg acting on behalf
of Arka BZ WBK Equity Open-end Investment Fund, ArBZ WBK Stable Growth Open-end
Investment Fund, Arka BZ WBK Balanced Open-end $tweent Fund, on the change in the
number of shares of PBG SA held resulting from shke of shares settled on 8 April 2008.
Before the sale of the shares, the Funds held 896shares of PBG SA, which constituted
6.6760% of PBG SA share capital and 5.0005% simatteel total vote at the General Meeting of
Shareholders of the Company. On the day of the ¢fatee shares, i.e. on 8 April 2008, the
Funds held 882,348 shares of PBG SA constitutib@%. of PBG SA share capital and giving
the right to 4.92% of the total number of votethat General Meeting of Shareholders.

On 31 July 2008the Board of Directors of PBG SA received a nodifion from BZ WBK AIB
Towarzystwo Funduszy Inwestycyjnych SA, acting @hddf of Arka BZ WBK Equity Open-
end Investment Fund, Arka BZ WBK Balanced Open-eneéstment Fund and Lucas Open-end
Investment Fund on the acquisition of shares of FBG as the result of which the Funds hold
PBG SA shares representing more than 5% of thd tvat® at the General Shareholders’
Meeting. Before the increase in its shareholdihg, Funds held 883,265 shares of PBG SA,
which constituted 6.58% in its share capital amqutesented 4.93% of the total number of votes
at the General Shareholders’ Meeting of PBG SAthesresult of this transaction, the Funds
held 899,265 shares in total in their securitiesoaats, which constituted 6.70% of the
Company’s share capital. These shares gave thetoi@®9,265 votes, which provided 5.02% of

voting rights at the General Shareholders’ Meeting.
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On 9 February 2009the Board of Directors of PBG SA received a natificn from BZ WBK
AIB Towarzystwo Funduszy Inwestycyjnych SA acting behalf of Arka BZ WBK Equity
Open-end Investment Fund, Arka BZ WBK New Europerédd@oment Open-end Investment
Fund, Arka BZ WBK Balanced Open-end Investment Fand Lucas Open-end Investment
Fund on the change in the volume of shares of PBG&d resulting from the sale of shares
settled on 2 February 2009. Before the sale othages, the Funds held 900,438 shares of PBG
SA, which constituted 6.70% of PBG SA share capital gave the entitlement to 900,438 votes,
which constituted 5.02% share in the total numbervates at the General Meeting of
Shareholders. On the day of the sale of the shasespn 2 February 2009, the Funds held
895,438 shares of PBG SA in total constituting 863T PBG SA share capital and giving the
right to 895,438 votes equalling to 4.99% sharehia total number of votes at the General

Meeting of Shareholders.

On 13 February 2009the Board of Directors of PBG SA received a natifion from BZ WBK
AIB Towarzystwo Funduszy Inwestycyjnych SA acting behalf of Arka BZ WBK Equity
Open-end Investment Fund, Arka BZ WBK New Europerédd@oment Open-end Investment
Fund, Arka BZ WBK Balanced Open-end Investment Fand Lucas Open-end Investment
Fund on the change in the volume of shares of PBGhé&d resulting from the acquisition of
shares settled on 5 February 2009. Before the sitigui of the shares, the Funds held 894,458
shares of PBG SA, which constituted 6.660% of PBGsBare capital and gave the entitlement
to 894,458 votes, which constituted 4.989% sharthéntotal number of votes at the General
Meeting of Shareholders of PBG SA. On the day ef élcquisition of the shares, i.e. on 5
February 2009, the Funds held 896,653 shares of 88@® total constituting 6.676% of PBG
SA share capital, giving the right to 896,653 vagsalling to 5.001% share in the total number
of votes at the General Meeting of Shareholders.

Furthermore, on the same day, ioe. 13 February 2009the Board of Directors of PBG SA
received a notification dated as of 12 February2®&@m BZ WBK AIB Towarzystwo
Funduszy Inwestycyjnych SA acting on behalf of ABA WBK Equity Open-end Investment
Fund, Arka BZ WBK New Europe Development Open-endestment Fund, Arka BZ WBK
Balanced Open-end Investment Fund and Lucas Optrgastment Fund on the change of the
volume of shares of PBG SA held resulting from shée of shares settled on 9 February 2009.
Before the sale of the shares, the Funds held B36sBares of PBG SA, which constituted
6.676% of PBG SA share capital and gave the emgid to 896,653 votes, which constituted
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5.001% share in the voting rights at the Generattivig of Shareholders. On the day of the sale
of the shares, i.e. on 9 February 2009, the Furalid 891,469 shares of PBG SA in total
constituting 6.638% of PBG SA share capital andngj\the right to 891,469 of votes equalling

to 4.972% share in the total number of vots aiGkaeral Meeting of Shareholders.

On 16 February 2009the Board of Directors of PBG SA received a natifion from BZ WBK
AIB Towarzystwo Funduszy Inwestycyjnych SA acting behalf of Arka BZ WBK Equity
Open-end Investment Fund, Arka BZ WBK New Europerédd@oment Open-end Investment
Fund, Arka BZ WBK Balanced Open-end Investment Fand Lucas Open-end Investment
Fund on the change in the volume of shares of PBGhé&d resulting from the acquisition of
shares settled on 10 February 2009. Before theisitign of the shares, the Funds held 891,469
shares of PBG SA, which constituted 6.638% of PBGsBare capital and gave the entitlement
to 891,469 votes, which constituted 4.972% sharthéntotal number of vots at the General
Meeting of Shareholders. On the day of the acgorsiof the shares, i.e. on 10 February 2009,
the Funds held 900,469 shares of PBG SA in totastiimiting 6.705% of PBG SA share capital,
giving the right to 900,469 votes equalling to 2%2 share in the total votes at the General
Meeting of Shareholders.

On 2 February 2009the Board of Directors of PBG SA received a nadificn dated as of 27
February 2009 from BZ WBK AIB Towarzystwo Fundudmyestycyjnych SA acting on behalf
of Arka BZ WBK Equity Open-end Investment Fund, ArBZ WBK New Europe Development
Open-end Investment Fund, Arka BZ WBK Balanced Oped Investment Fund and Lucas
Open-end Investment Fund on the change of the wlafrshares of PBG SA held resulting
from the sale of shares settled on 24 February .2Béfre the sale of the shares, the Funds held
902,212 shares of PBG SA, which constituted 6.78%BG SA share capital and gave the
entitlement to 902,212 votes, which constitute2% share in the total number of votes at the
General Meeting of Shareholders. On 24 Februarn® 2@ Funds held 887,210 shares of PBG
SA in total constituting 6.606% of PBG SA shareitpgiving the right to 887,210 votes
equalling to 4.948% share in the total number aés@t the General Meeting of Shareholders.

On 2 April 2009 the Board of Directors of PBG SA received a nagificn from BZ WBK AIB
Towarzystwo Funduszy Inwestycyjnych SA acting ohdieof Arka BZ WBK Equity Open-end
Investment Fund, Arka BZ WBK New Europe Developm@pen-end Investment Fund, Arka
BZ WBK Balanced Open-end Investment Fund and L@@esn-end Investment Fund that as the

result of the transaction of purchase of sharefvénCompany on 27 March 2009 the Funds
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became the shareholders with the entitlement teri@n 5% of the total number of votes at the
General Meeting of Shareholders of PBG SA Befoeeditguisition of the shares, the Funds held
896,334 shares of PBG SA, which constituted 6.67T%BG SA share capital and gave the
entitlement to 896,334 votes, which constituted®@% share in the total number of votes at the
General Meeting of Shareholders. On 27 March 20@9Funds held 916,334 shares of PBG SA
in total constituting 6.82% of PBG SA share capigiding the right to 916,334 votes equalling

to 5.11% share in the total number of votes atBareral Meeting of Shareholders.

Notification from ING Towarzystwo Funduszy Inwestyg/jnych SA on descending below

the 5% threshold of the total number of voting righs

On 2 February 2009the Board of Directors of PBG SA received from IN®warzystwo
Funduszy Inwestycyjnych SA acting on behalf of ISBE Open-end Investment Fund, ING
Equity Open-end Investment Fund, ING Balanced Ogah-Investment Fund, ING Stable
Growth Open-end Investment Fund, ING SpecializeditydOpen-end Investment Fund 2 and
ING Umbrella Specialized Open-end Investment Fumit#ication that as the result of sale of
shares of PBG SA the total number of votes at teee@l Meeting of Shareholders of PBG SA
held by all investment funds managed by ING Towstwo Funduszy Inwestycyjnych S.A
descended below the 5% threshold of the total nunabevotes. Before the change, the
investment funds managed by ING Towarzystwo Funguswestycyjnych S.A held 932,570
shares of PBG SA in total, which constituted 6.9%0%he Company’s share capital and gave the
right to 5.20% of the total number of votes at @eneral Shareholders’ Meeting. On the day of
the sale of the shares, i.e. on 22 July 2008, thed$ held 881,570 shares of PBG SA in total
constituting 6.56% of PBG SA share capital andrgjuihe right to 4.92% of the total number of
votes at the General Meeting of Shareholders. @ndty of the notification, the investment
funds managed by ING Towarzystwo Funduszy Inwegtyech S.A held 859,112 shares of
PBG SA in total, which constituted 6.40% of the Qamy’s share capital and gave the right to
4.79% of the total number of votes at the Genehnar&holders’ Meeting.
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2. Number of Company shares or share options heldyimembers of the Board of Directors
and the Supervisory Board of PBG SA

Members of the Board of Number of shares
Directors As of 31.12.2008 As of report submission

Mr Przemystaw Szkudlarczyk 2,000 Zd,SBeO
Mr Tomasz Tomczak 750 750
Mr Tomasz Woroch 8,403 8,403
Mr Mariusz tazynski 1,553 1,553
Mr Tomasz Latawiec 500 500

Members of the Supervisory Number of shares
As of report submission

Board As of 31.12.2008

date
Ms Matgorzata Waniewska 3,279 3,279
Mr Jacek Krzyaniak 250 250

3. The assimilation of shares

On 21 November 2008, The Board of Directors of PB@. submitted to Krajowy Depozyt
Papierow Wartéciowych S.A. (the National Depository of Securijied Gietlda Papierow
Wartasciowych w Warszawie S.A. (the Warsaw Stock Exchamagplications to assimilate and
to list its shares respectively. The applicationgeted 12,500 bearer Series D shares of PBG
SA, which were allocated under the Management SDat®mn Scheme on 6 November 2008.

On 25 November 2008, Krajowy Depozyt Papierow Wartwych SA (the National
Depository of Securities) passed a resolution @nassimilation as of 28 November 2008 of
12,500 ordinary bearer Series D shares of PBG 3écated under the Management Share
Option Scheme, designated with the code PLPBGO@M¢h 8,905,000 ordinary bearer shares
designated with the code PLPBG0000029. There &E7&00 ordinary bearer shares of PBG
SA designated with the code PLPBG0000029 currdogigg traded on the stock exchange.

4. PBG SA share price since the IPO on the Warsawd&k Exchange

Share price from 1 January 2008 to 31 December:2008
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[I. STATEMENT OF COMPLIANCE WITH CORPORATE GOVERNA NCE CODE BY
PBG S.A

1. Identification of a corporate governance code axpted by PBG S.A.
PBG S.A. has chosen to apply the corporate goveeannciples that are published in the
document titled “Good Practices of the Companigted on the WSE”, whose full text is

available on the webpadptp://www.corp-gov.gpw.pl
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2. Departure from the provisions of the corporate gvernance code
The Board of Directors of PBG S.A. hereby decldhes in 2008 the Company complied with
the binding principles of the corporate governatmde set forth in the document under the title

“Good practices of the Companies listed on the WSE”

3. Description of the main features of the internakcontrol systems and risk management
applied by the Company in relation to the processfgpreparing financial statements and
consolidated financial statements

The Board of Directors is responsible for the in&trcontrol system in the Company and its
effectiveness in the process of preparing finansiatements and interim reports prepared and
published in accordance with the Regulation ofNheister of Finance of 19 February 2009 on
current and interim information to be provided Bguers of securities and on the conditions of
acknowledging the equivalence of information reediby laws of a non-member country
(Journal of Laws 2009, No. 33, item 259).

The process of preparing financial statements ézebed within the Division of the Director for
Group Accounting Co-ordination and directly conedl by the Financial Statement
Consolidation Department, in co-operation with otleeganizational units of the Company
essentially responsible for the data, which doduactly result from the Company's accounting
books but constitute part of the financial statemen

Due to the specific nature of the industry the Raial Control Department plays a significant
role during the preparation of a financial statetn&éhe key activity which the Company applies
to minimize risk is the accurate assessment antysasaf the construction contracts that are
being executed.

The basis for calculating revenues and costs adedciwith construction contracts are, in
accordance with IAS 11, the budgets of specifictremts. The budgets are prepared in
accordance with best knowledge and expertise by trdract Directors, who have been trained
in this area. During the preparation as well asetkecution of construction projects, all budgets
are analyzed on an ongoing basis and revised bypé¢hsons held responsible for them. The
results of the analyses and budget changes aresdest at weekly meetings. This process is
based on the formalized principles existing in@mnpany and is subject to specific supervision

on the part of the Board of Directors.
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For the presentation of its financial data the Camypapplies coherent and defined accounting
principles consistent with the valuation and prés@on principles applied within the whole
PBG Capital Group.

As from 1 January 2009, the person approving thanitial statement being responsible for its
preparation is the Chief Accountant in case ofratividual financial statement and in case of a
consolidated financial statement — the Director @apital Group Accounting Co-ordination —
Proxy. The persons preparing financial statemeatgonsible for the control and co-ordination
of the reporting process are specialists, who pesssevant knowledge and experience in that
field and have signed confidentiality agreements.

The following members of the Bard of Directors &A°SA are responsible for the area related
to the preparation of financial statements: Mr yawisniewski, President of the Board, Mr
Przemystaw Szkudlarczyk, Vice-President of the Boand Ms Eugenia Bachorz, Proxy.
Pursuant to the accepted procedure during the eafingreparation of the financial statement the
above-mentioned members of the Board systematiealiynine the economic data and matters
referred to in this statement and suggest possBlees, which should be taken into account
when preparing this statement, representing thdeMBoard. After completion of the financial
statement, it is passed for auditing and revievaaoordance with the binding regulations. All
members of the Board approve the financial staténbgnsigning before receiving by the
Company the audit opinion of the statement by tidtar.

The audit or review of the financial statement &fprmed by the entity authorized to audit
financial statements chosen by the Company’s Sigmgv Board from a group of reputable
auditing firms.

The auditor while auditing of the financial statethand company accounts meets with the key
persons in the company’s structure, including thosenbers of the Board responsible for the
business area discussing individual matters include the financial statement. The final
statement of accounts, after possible agreed upoeations made by the auditor or any person
preparing it or by the management, is once morenead and signed by them.

The Supervisory Board carries out an annual assggsaf the Company’s audited financial
statements in terms of their compliance with theksoand documents as well as the factual
circumstances, and informs the shareholders ofaisgessment’s results in its Annual Report
published by the Company.

Managing Company'’s risk in relation to the proce$gpreparation of financial statements is
performed through identifying and assessing riskasrwhile at the same time defining the

activities necessary to limit or eliminate it.
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4. Identification of shareholders holding directlyor indirectly considerable blocks of shares
with the indication of the number of shares held bythese entities, their percentage share in
the share capital, the number of votes the shareary and their percentage share in the
total number of votes at the General Shareholderdileeting.

The Company’s share capital as of 31 December 200&unted to PLN 13,430,000 and was
divided into 4,500,000 voting registered shares 8&@B0,000 ordinary bearer shares. The
nominal value of preferred and ordinary shares artsoto PLN 1.00 each. One preferred share
entitles to two votes at the General Shareholddegting.

According to the information held by the Companyg tlollowing shareholders hold shares

entitling to at least 5% of the total vote at then@ral Shareholders’ Meeting.

As of 31 December 2008

Total nominal % share in % share in

SRSy NITHEED B SEEE value (PLN) capital held the total vote
Mr Jerzy 4,49_5,054 shares,
Wisniewski | CfWhich: 4,495,054 4o5 054 | 334794 50.14%
registered preferred
shares
BZ WBK AIB
Towarzystwo .
Funduszy 899,265 ordinary | g1 334 6.70% 5.02%
. shares
Inwestycyjnych
SA
As of report submission date
Total nominal % share in % share in
SENEnleEs NUITEE;? B SETEE value (PLN) capital held the total vote
Mr Jerzy 4,49_5,054 shares,
Wisniewski | CfWhich: 4,495,054 4o5 054 | 334794 50.14%
registered preferred
shares
BZ WBK AIB
Towarzystwo .
Funduszy 916.334 ordinary 916,334 6.82% 5.11%
. shares
Inwestycyjnych
SA
ING Nationale - .
Nederlanden | 912901 Ordinay | g1 ggp 6.80% 5.09%
Polska PTE SA
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The Company has no knowledge on any other sharetsoliblding at least 5% of the total
number of votes at the General Shareholders’ Mgetid had not been informed thereof by the

completion date of this report.

5. Identification of holders of any securities, wtgh entitle to special control rights with the
description of these rights.

There are no securities entitling to special cdntights in relation to the Company. No
restrictions concerning the transfer of ownersitlps or in terms of exercising the voting right

are attached to the Company’s shares.

6. ldentification of any restrictions regarding the exercise of the voting right, such as the
restriction on exercising the voting right by the tolders of the determined part or number

of votes, temporary restrictions concerning the exee of the voting right or provisions,
according to which, with the co-operation of the Cmpany, the equity rights associated
with the securites are separated from the holdingfdhese securities.

There are no provisions in the Issuer’'s Statutex@ming restrictions on the exercise of the

voting right by the holders of the determined mamhumber of votes.

7. Description of priniples for appointing and recdling management persons and their

entitlements, in particular the right to make a degsion on the issue or redemption of shares

The Issuer’s Board of Directors

The Board of Directors acts on the basis of the @ensial Companies Code, the Articles of
Association and the Managemen Board By-laws.

The Board of Directors is the Issuer's body, whosmpetences include all matters that are not
reserved under the provisions of the Commercial @ores Code or the Issuer’s Articles of
Association for other bodies of the Issuer.

Pursuant to the currently applicable provisionshef Issuer’s Articles of Association (8§ 37) the
Issuer's Board of Directors consists of several ioers and is comprised of the President of the
Board, from one to four Vice-Presidents of the Boand the maximum of three Board
Members, appointed and recalled by the SuperviBogyd.

The Supervisory Board appoints the President oBiberd and subsequently, at his request, the
remaining Vice-Presidents and Members of the Board.

Only natural person having full legal capacity &b may become a Member of the Board.
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Two Vice-Presidents acting jointly or a Vice-Presidand a Board Member acting jointly or a
Vice-President with a Proxy, or a Board Member v@tProxy, are authorized to represent the
Company. The President of the Board represent€dimepany severally. The Board of Directors
may grant powers of attorney to act for the Compdre powers of attorney may be general,
specific — for performing acts of determined typed special — for performing a specific act.
The Board of Directors may grant a power of proky.order to establish a power of proxy
consent of all Board Members is required. Each 8d4ember is authorized to recall the power
of proxy severally.
The Board of Directors pursuing the Company’s ederdetermines its strategy and main
objectives and submits them to the Supervisory 8aad is subesequently responsible for their
implementation and execution. The Managing Boaridest for transparency and effectiveness
of the Company’s management system and managelugimiess in accordance with the
provisions of law and good practices.
Board Members are appointed, recalled and suspefrded performing their duties by the
Supervisory Board, pursuant to the principles sghfin the Commercial Companies Code and
the Articles of Association. The President of theaRl puts forward recommendations of Board
Member candidates.
The Supervisory Board concludes and terminatessagrats with the Board Members, whereas
the President or the Vice-President of the SuperyiBoard signs the agreements for the Board.
The same procedure is applied to performing otloéviaes associated with the engagement
relationship of the Board Member.
The Supervisory Board determines the remuneratidgheoBoard Members taking into account
its motivational character that aims at ensurirggefiective management of the Company.
The Board Member’'s mandate expires:

1) effective as of the date she/he is recalled froenBbard,

2) effective as of the date of the General Sharehslddeeting approving the financial

statement for the last full financial year of hes/lserving as a Board Member,

3) effective as of the moment of his/her death,

4) effective as of his/her submitting the notice cfigaation.
In the case of resignation from the function of Beard Member, the notice should be submitted

to the Supervisory Board with its copy deliveredite Board of Directors.

Without consent of the Supervisory Board a Boardrider may not:

1) engage in competing interests in relation to then@any,
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0) participate in a competing company as a partnarprivate partnership, partnership or as
a member of a share-holding company’s body or sere¢her competing legal person as
a member of its body,
0) participate in a competing share-holding compahgukl the member have at least 10%
shares in that company or the right to appoin¢éasti one board member.
A Board Member is obliged to immediately inform tH&upervisory Body about the
circumstances referred to hereinabove. A Board Menshould remain loyal to the Company
and refrain from activities, which may entirely de& achieving his/her own personal or
financial gains. In the event of obtaining informat about an opportunity of making an
investment or another benefitial transaction camogr the Company’s business, a Board
Member should immediately provide the Board witkchsunformation in order consider a
possibility of using it by the Company. Use of suformation by a Board Member or passing it
onto third party may take place only upon constérthe Board and only if it does not infringe
the Company’s interests. Board Members should mftire Supervisory Body of each conflict
of interests associated with the function held foa possibility of its arising. A Board Member

should treat the Company’s shares held as a langitevestment.

All activities outside the ordinary course of thempany's business require a resolution by the
Board.
The following matters require a resolution by theaRl in particular:
0) making decisions concerning substantial investnpegajects and the methods of their
financing,
0) establishing strategic development plans for them@any, determining financial
objectives of the Company,
0) determining the Company’s organizational structure,
0) establishing regulations and other internal norveadicts of the Company,
0) establishing the internal division of competenceveen the Board Members,
0) determining assumptions of personnel and payrdicies, including assumptions for
incentive programmes.
With the exception of the matters referred to abavéividual Board Members are responsible
for independent running of the Company’s businesslting from the division of duties.
In the event a Board Member is unable to perforsthier duties he/she is obliged to inform the
Board without delay of his/her inability to fulfilis/her obligations. The President of the Board

will decide which one from the other Board Membeii$ fulfil these duties in his/her place.
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The Issuer’s Supervisory Board

The Supervisory Board acts on the basis of the Centiad Companies Code, the Articles of
Association and the Supervisory Board By-laws.

The Supervisory Board is comprised of not fewentfige members appointed by the General
Shareholders’ Meeting by secret vote for the peabdne year, however, the mandates of the
Supervisory Board Members expire only on the ddtéhe General Shareholders’ Meeting
approving the financial statement for the last fulncial year of his/her serving as a Member
of the Supervisory Board. The number of memberthefSupervisory Board is established each
time by the General Shareholders’ Meeting.

Members of the Board may by re-appointed. At ldwdf of the number of the Supervisory
Board Members should be independent members,hieepérsons, who satisfy the following
assumptions each:

A member of the Supervisory Board is considerdoetindependent if:

1) he/she is not an employee of either the Compametated Company;

2) hel/she is not a member of the supervisory and nesnmewgt bodies of the Related
Company;

3) hel/she is not a shareholder holding at least S%ef/otes at either the General Meeting
of Shareholders of the Company or the general inggef shareholders of the Related
Company;

4) hel/she is not a member of the supervisory and neaneigt bodies or an employee of the
entity holding at least 5% of the total vote aheitthe General Meeting of Shareholders
of the Company or the general meeting of shareheloiethe Related Company;

5) he/she is not an ascendant, descendant, spou$iag,sgkpouse’s parent or a person
remaining in a relationship of adoption in relatiorany of the above mentioned persons
in the preceding points.

The conditions indicated above must be satisfieautfhout the whole period of the mandate.

Within the meaning of the Issuer’s Articles of Asgion the entity is a ,Related Company” if it
is a Parent Company of the Company, a Subsidiampgaoy of the Company or a Subsidiary
Company of the Company’s Parent Company.

Within the meaning of the Issuer’s Articles of Asgion, the entity is a ,Related Company” of

other entity (,the Parent Company”) if:
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1) the Parent Company holds the majority of the vataebe bodies of other company (the

Subsidiary Company), also on the basis of agreesneitiht other authorized persons, or

2) the Parent Company is authorized to appoint orllr¢loa majority of members of the

management bodies of other company (the Subsi@ianypany), or

3) more than half of the Board of Directors membershef later company (the Subsidiary

Company) are simultaneuosly members of the Boar®igdctors or persons holding
management functions in the former company or intlar company that is being

controlled by the former.

A company that is a Subsidiary Company of anothe@mpmany being controlled by the

Company’'s Parent Company is also considered astisidiary Company of the Company’s

Parent Company.

The Supervisory Board is obliged to exercise canisgapervision over the Company’s business

in all areas of its activities. Every year, the &wsory Board submits to the General Meerting

of Shareholders a concise evaluation of the Comipagitpation that was determined during the

meeting of the Supervisory Board that was convdmfdre the Ordinary General Meeting of

Shareholders.

THE FOLLOWING IN PARTICULAR REQUIRE CONSENT OF THE SUPERVISORY

BOARD:
1) acquiring an enterprise or an organized part ottiterprise,
2) establishing and closing branches of the Compatlyarcountry and abroad,
3) taking over the responsibility for liabilities ofthers (pledges, guaranties, avals)

4)

5)

6)

7

exceeding the amount of the Company’s share capiit the exception that taking over
the responsibility for liabilities of the companieglonging to the Company’s capital
group does not require consent of the SupervisodyB

engaging in competing interests by the membersi@Bioard and serving in competing
companies as either a registered partner or a nreshbiee management,

acquiring, subscribing, disposing, waiving the prmeptive right to shares, with the
exclusion of shares of publicly-owned companiethm amount not exceeding 1% (one
percent) of their total number,

making advance payments to the shareholders towardkend foreseen at the end of the
financial year,

paying any benefits by the Company with the exceptf the benefits arising from the
engagement relationship for the benefit of the d@aembers of the Company,
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8) concluding by the Company or its subsidiary a nmategreement with the Company’s
related company (with the exlusion of concludingeagnents with the Company’s capital
group companies), a member of the supervisory bodyhe managing board and
companies related to them,

9) acquiring or disposing of real estate, the perpetsiafruct or share in the real estate,

10)appointing a certified accountant,

11)representing the Company in the agreements anditdsgpetween the Company and
members of the Board of Directors,,

12)approving the Board of Directors By-laws,

13)appointing and recalling members of the Board wé€lors,

14)assessing matters submitted by the Board of Directo

For the purpose of performing its tasks the Supgeryi Body may carry out a review of each
department of the Company, request from the BodrDiectors and Company’s employees
reports and explanations, revaluate the Comparsgsta and audit the books and documents.
Members of the Supervisory Board should undertg@apriate measures to obtain from the
Board of Directors regular and complete informatoonall fundamental matters concerning the
Company’s business and on the risk associatedrutithing the business and ways of managing
it. At each meeting of the Supervisory Board, treaml of Directors report on all key matters
concerning the Company’s business activities. Mesbéthe Supervisory Board are informed
of all urgent matters by the Board of Directors diculation (in writing). In such cases the
President or two Vice-Chairmen of the Board or eevPresident and a Member of the Board of
Directors, or a Vice-President and a Proxy, Pleeiptary of the Board or a Member of the
Board of Directors and a Proxy, Plenipotentiarytef Board hand over the written information
to the President of the Supervisory Board.

In case a Member of the Supervisory Board is untbfgerform his/her duties he/she is obliged
to inform the President of the Supervisory Boardhaiit delay of his/her inability to fulfil

his/her obligations and its causes..

A Member of the Supervisory Board should withoutagieinform the other Members of the
Board of:
a) a conflict of interests that has arisen with thenpany. In such cases the Member
of the Board is obliged to refrain from participegiin discussions and from voting on

passing a resolution on in the matter, in relatmmwhich the conflict of interests has
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arisen. The information on the reported confliciraérests should be recorded in the
mintues of the meeting of the Supervisory Board.
) personal, factual and organizational connections Bliember of the Board with a
given shareholder, and, in particular, with the angj shareholder, which may
influence the Company’s business.
Personal connections with a shareholder are urmersts the first degree of kinship or afinity.
Factual connections with a shareholder are undmists remaining in permanent bussines
relationships. Organizational connections with arsholder are understood as connections
arising from concluded agreements of employmentadradsimilar nature. The Company has the
right to request at any time from a Member of tloai8l a statement concerning the connections

referred to above.

8. Description of amendment principles of the Chaser or Articles of Association of the
Issuer's Company
Amendment of the Company’s articles of assocaiquires:
« a resolution by the General Meeting of Shareho|deassed by a 3/4 majority of the
votes cast (Art. 415 of the Commercial Companiede&}oin the form of a notarial deed
(a resolution concerning a significant change ie ttompany’s business requires a
resolution passed by a 2/3 majority of the voted. (416 of the Commercial Companies
Code)),
+ an entry to the National Court Register (Art. 436he Commercial Companies Code)

9. The modus operandi of the General Meeting and stprincipal competencies and the
description of shareholders’ rights and the methodto exercise them, in particular the

principles resulting from the Bye-laws of the Geneal Meeting

9. 1. The modus operandi of the General Meeting

The General Meeting acts on the basis of the Bys-laf the General Meeting of Shareholders
of the Company.

The General Meeting may be attended by those shldesis, who have submitted to the

Company written deposit certificates issued inrtame of the holder by the entity maintaing the
securities account in accordance with the reguiatmn public trading in securities at least one
week before the date of the General Meeting an@ hat collected them before the end of this

Meeting. The General Meeting is regarded as véalide present shareholders represent at least
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half of the share capital of the Company. The Gandeeting should be attended by members
of the Supervisory Board and the Board of Directéissence of a member of the Supervisory
Board or the Board of Directors at the General hMgetrequires an explanation. Such

explanation is presented at the General MeetingceAified accountant should attend the
Ordinary General Meeting and that Extraordinary &ahMeeting, whose agenda includes the
subject of financial matters of the Company. Then€al Meeting or its relevant part may be

attended by experts and guests invited by the lbodyening the General Meeting, in particular
if their participation is neccessary due to thedné® present the participants of the General

Meeting with opinions in debated matters.

The General Meeting is conducted by the Chairmaacicordance with the accepted agenda,
provisions of law, the Articles of Association aBye-laws ensuring the respect of the rights and
interests of all participants of the General Megtihhe Chairman cannot independently remove
issues from the proposed agenda, change the drdsrindividual points and introduce for the
debate substantive issues not included in the agend

After presenting each matter included in the agenida Chairman makes a list of persons
declaring their wish to participate in the discossi, and after it has been finalized, opens the
discussion giving the floor to a speaker accordanthe order on the list. The Chairman makes a
decision on the closing of the discussion. The @ may give the floor not following the
order of speakers on the list to members of therad Directors, Supervisory Board and
invited experts, whose addresses are not going twbsidered when establishing the list and the
number of speakers. The floor may be taken onlgpnatters included in the agenda within the
currently debated point of this agenda. When degatach issue of the agenda depending on its
subject, the Chairman may determine a time linsitwhich one speaker is entitled for his/her
address and responses. The above time restricmmot be applied to a member of the Board of
Directors, Supervisory Board and an expert. Their@tea makes a decision on extending the
time of an address or giving the floor to a spedkethe second time. Each participant of the
General Meeting has the right to put forward questito the Board of Directors, Supervisory
Board and a certified accountant in matters inalude the agenda within the scope of the
currently discussed issue. Members of the Boardi@ctors, Supervisory Board and a certified
accountant of the Company — each within the linoitstheir competences — are obliged to
provide answers to the asked questions, withirsttope necessary to settle the issues discussed
by the General Meeting. The answers should be gedviaking into account the fact that the
Company fulfils its obligations to provide informat in accordance with the regulations
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concerning trading in financial instruments, anovting such information cannot be performed
in a different manner than stipulated by these letguns. Immediately after the end of a
discussion the Chairman puts a formal proposah# ote of the General Meeting. At the
request of a participant of the General Meetinghleis written statement is recorded in the
Minutes. Such statement is accepted at the endheofirteeting. Resolutions of the General
Meeting are passed by an absolute majority of ttesv/cast, unless the applicable rule of law or

the Articles of Association require a qualified ordjy for a given resolution to be passed.

9.2. Main powers of the General Meeting
Pursuant to 8§ 28 of the Articles of Association®8/G S.A. resolutions of the General Meeting

are in particular required for:

1) review and approval of the annual financial statemsith the report of the Board of
Directors on the Company’s operations for the ptewefinancial year,

2) acknowledgment of the fulfilment of duties by memshef the Company's Board of
Directors and Supervisory Board,

3) distribution of the profit or determination of theethod to cover losses,

4) all resolutions concerning compensation claims damages caused while setting up the
Company or managing or supervising it,

5) disposal and lease of the enterprise or its organgart and establishment of the right of its
use,

6) issue of convertible bonds or pre-emptive bonds,

7) determination of principles and remuneration lefehembers of the Supervisory Board,

8) appointment and recall of members of the SuperyiBoard,

9) determination of the dividend record date,

10)establishment, each use and liquidation of theveseapital.

9.3. Shareholders’ rights and the method of theirxecution

Pursuant to the Bye-laws of the General Meetind®Bf> S.A, a shareholder is in particular
entitled to the following rights:

1. A shareholder may participate in the General tMgeand exercise his/her voting right in
person by Proxy or through other representative.

The power of Proxy to act on behalf of a sharehodtbeuld be granted in writting under penalty
of being declared null and void and attached to Nheutes of the General Meeting. Other
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representatives of shareholders should documenmtrigbt to act on their behalf in the proper
manner.

2. The Chairman is chosen among the participantiseoGGeneral Meeting.

3. The Board of Directors convenes the General iMgéhat is ordinary or extraordinary. If the
Board of Directors has not passed a resolutiorotvene the Ordinary General Meeting by the
end of the fifth month since the end of the finahgear, or it has convened it on the date that
does not fall on the date set forth in sec. 2,Sbpervisory Board has also the right to convene
the Ordinary General Meeting. Shareholders repteggeat least one tenth of the share capital
may submit a request to the Company’s Board ofdbors to convene the Extraordinary General
Meeting.

4. Each participant of the General Meeting hagitiie to put forward questions to the Board of
Directors, Supervisory Board and a certified actaniin matters included in the agenda within
the scope of the currently discussed issue.

5. Each participant of the General Meeting mayfpovard a motion in a matter on the agenda.
The Chairman may give the floor not following the&tablished order in matters on the agenda.
At the request of a participant of the General Meghis/her written statement is recorded in the

Minutes. Such statement is accepted at the erfteahteting.

10. The composition of the Board of Directors andhie changes that took place in the last
financial year and the description of actions of te Board of Directors, the Supervisory

Board, or administration bodies of the Issuer andheir committees

10.1. The composition and principles of operationfadhe Board of Directors
Members of the Managment Board in the period frodarduary 2008 to 31 December 2008:
- Mr Jerzy Wéniewski — President of the Board;
- Mr Tomasz Woroch — Vice-President of the Board,;
- Mr Przemystaw Szkudlarczyk — Vice-Presidenth&f Board,;
- Mr Tomasz Tomczak — Vice-President of the Board,;
- Mr Mariusz tontynski — Member of the Board until 27.11.2008, Viceftdent of the
Board since 28.11.2008
- Mr Tomasz Latawiec — Member of the Board.

The members of the Board of Directors referred liova, with the exception of Mr Tomasz
Latawiec, were appointed on 10 May 2006 by the 8Bugpay Board of PBG SA to perform
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their functions for the next term. Mr Tomasz Lategvivas appointed Member of the Board by a
resolution of the Supervisory Board of PBG SA pdsse 3 October 2007. Further changes in
the Board of Directors of PBG SA were made by tbhpeBvisory Board on 28 November 2008,
which, upon request of the Board of Directors, madiecision to appoint Mr Mariusz £ymski,
Member of the Company’s Board of Directors untétttime, Vice-President of the Company’s
Board of Directors. The request was submitted iatien to the changes in responsibilities
within the Company’s Board of Directors resultimgrh the conclusion last year of the largest
contracts in the history of the Company in the siafacrude oil and gas. Mr Tomasz Tomczak,
Vice-President of the Board, responsible so fartfier whole area of production, is responsible
for the implementation of new contracts (the cardton of LGM (Lubiatéw-Mgdzychod-
Grotowand) crude oil extraction plant and the ugdmsind natural gas storage facility at
Wierzchowice). Mr Mariusz toynski however, additionally to being responsibledapervising
and winning contracts at home and abroad, is &spansible for winning orders from the PBG
Capital Group and implementing contracts withindneas of hydro-technology and renovation.

AREA OF
BOARD
Nr  NAME AND SURNAME FUNCTION RESPONSIBILITY
1. L. . i
0 Mr Jerzy Wigniewski President of the Strategy and Development
2 Board
O 2' . _ . . .
= Mr Tomasz Woroch Vice-President of Environmental Protection
8 Board Sector
o 3. | Mr Przemystaw Vice-President of Economv and Einances
E Szkudlarczyk Board y
®) 4. Vice-President of Crude Oil, Natural Gas and
a Mr Tomasz Tomczak B
T oard Fuels Sector
<
@)
m Mr Mariusz tazynski Vice-President of | Tendering, Contracting
Board within PBG-Greup;Hydre
5 k)

technology and Renovation
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Sector
6. . .
Mr Tomasz Latawiec Member of the Renovation Sector
Board
1. : [
Mr Tomasz Przebieracz Proxy Crude Oil, Natural Gas and
Fuels Sector
2 Engineering — design of
2 " | Mr Cezary Pokrzywniak Proxy technological processes and
m facilities
- 3.
g’ Mr Wojciech Byczkowski Proxy Logistics
4. . i
; Ms Eugenia Bachorz Proxy PBG Capital Group
®) Accountancy
nd
5. . . ,
o Mr Rafat Wilczyaski Proxy Economy and Finances
6. , -
Mr Pawet Buczkowski Proxy Hydro teghnology
Engineering Sector

The current term in office of the Board of Directa@xpires on 10 May 2009. Pursuant to 8§ 37

par. 7 of the Articles of Association of PBG SAgtmandates of members of the Board of

Directors expire on the date of the General Shadehss Meeting approving the financial

statement for the last full financial year of thearving as Board Members.

The composition of the Board of Directors had nwdnged by the date of the publication of the

report.

The Board of Directors deal with all affairs of ti@mpany that are not reserved for the

competence of the General Meeting or the SupenviBoard. The obligations and the Board of

Directors’s Standing Order are set forth in themfak document, which sets down its role.

Individual members of the Board of Directors mandge areas of the Company’s business

under their control and their work is co-ordinabgdthe President of the Board.

10.2. The composition and principles of operation fothe Supervisory Board and its

committees.

As of 31 December 2008, the Supervisory Board dEFBA. is comprised of six members:

- Mr Maciej Bednarkiewicz — Chairman of the Supsovy Board;

- Mr Jacek Ksg& — Vice-Chairman of the Supervisory Board;
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- Mr Wiestaw Lindner — Secretary of the SupervisBoard,;

- Mr Jacek Krzyaniak — Member of the Supervisory Board;

- Ms Malgorzata Winiewska — Member of the Supervisory Board untiD812008;
- Mr Mirostaw Dobrut — Member of the Supervisorydsd until 12.03.2008;

- Mr Dariusz Tarnowski — Member of the SupervisBoard;

- Mr Adam Strzelecki — Member of the SupervisoryaBh

The members of the Supervisory Board listed abogeevappointed on 23 May 2007 by the
Ordinary General Meeting of Shareholders to perftrair functions for the next term of office.
During the reporting period, i.e. in March 2008, Mirostaw Dobrut resigned from his position
as Member of the Sepervisory Board of PBG SA. Tusdifjcation of the resignation was a
potential conflict of interests in relation to liecoming a member of the management board of
another listed company. Another change in the Stgmmy Board of PBG SA concerned Ms
Matgorzata Winiewska’s handing the resignation from her posiagnfrom 1 September 2008
due to her assuming the position of President ef rtanagement board of INFRA SA, a
subsidiary company of PBG SA.

The term of office of the Supervisory Board appethtn May 2007 expired on the date of the
Ordinary General Meeting of Shareholders approtmgCompany'’s financial statement for the
financial year 2007. On 18 June 2008, the Ordin@sneral Meeting of Shareholders
acknowledged the fulfillment of duties by all Membeof the Supervisory Board referred to
above and passed a resolution to re-appoint themeasbers of the Supervisory Board of PBG
SA. During the current term of office, the SupeovisBoard was comprised of seven members,
however, the Board consisted of six members ondtte of report submission. Mr Maciej
Bednarkiewicz serves as Chairman of the SuperviBagrd, Mr Jacek Kgeserves as Vice-
Chairman of the Supervisory Board, Mr Wiestaw Liadrwas appointed Secretary of the

Supervisory Board.

No other changes in the composition of the Boar®ioéctors and Supervisory Board of PBG

SA took place in the reporting period.

The composition of the Supervisory Board had nainged by the date of the publication of the

report.
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The term of office of members of the Supervisoraiblasts one year and their remuneration is
determined by the General Meeting of Sharehold&h& Supervisory Body is obliged to
exercise constant supervision over the Company&snkss in all areas of its operations. The
obligations of the Supervisory Board include intgatar the execution of an assessment of the
financial statement and report of the Board of Ciwes on the Company’s operations in terms of
their compliance with the books and documents, al as the factual circumstances, an
assessment of recommendations put forward by tteedBof Directors as to distribution of the
profits and loss coverage and the submission ainaoial written report of the assessment results
to the General Meeting of Shareholders.The obbgatiand the Management Board’'s Standing
Order are set forth in the formal document, whielts -lown its role. The Supervisory Board
fulfils its obligations collectively, however it batransferred some of its powers to specific

persons or committees, which are described indbewing points.

Within the Supervisory Board of PBG S.A. there tave Committees:
1. The Audit Committee

2. The Remuneration Committee

The Audit Committee is comprised of:
* Mr Jacek Ks#,

e Mr Dariusz Tarnowski.

The Audit Committee holds meetings as requireteasgt once per quarter.

The Audit Committee is in particular responsible fo

a) an assessment of the scope of independence apfiointed certified accountant and
advising the Supervisory Board on the choice okdifeed accountant as well as the

terms and conditions of the agreement with himéredt the level of his/her fee. The

choice by the Supervisory Board of a different tgnsierving as a certified accountant

other than the one recommended by the Committeeresga detailed justification,

b) analysing and an assessment of the relationsedetibnships in the Company, as well

as in the Supervisory Board and Board of Directbesnselves in terms of the possibility

of their discovery or existing conflicts of intetesand undertaking measures aiming at
eliminating their occurrence, ensuring the moseaffe communication between a

certified accountant and the Supervisory Board,
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c) reviewing quarterly, semi-annual and annualrfoia statements of companies of the
Company’s capital group, as well as quarterly, senmual and annual consolidated
fiancial statements of the Company’s capital group.

The Audit Committee holds meetings as required, laast once per quarter.

The Remuneration Committee is comprised of:
= Mr Maciej Bednarkiewicz,
=  Mr Wiestaw Lindner,
= Mr Jacek Krzyaniak.
The Remuneration Committe will be comprised of twembers and is responsible for:
d) general monitoring of practices in the area of cengation and its levels in the
Company,
d) determining the terms and condition of employmeintMembers of the Board of
Directors and corporate officers of the Company,
d) establishing an incentive scheme for a given firanear.

The Remuneration Committee holds meetings as redjuat least once per quarter.

Ill. TOTAL NUMBER OF SHARES HELD IN RELATED ENTITIE S (as of 31 December
2008)

Relation Nominal
Related Value of

Core business Number
Company Parent  Relation of Shares

Company Type

Sharesakcji
as of
31.12.2008

Contracting for construction of
water suply and distribution

Metorex Sp. z | networks, sewage drainage PBG S.A.
networks, heat distribution
networks, gas distribution networks,
sewage treatment plants, road angd
yard pavements

PLN
51,150.00

Subsidiary| 682
0.0.
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Specialist renovation services of PLN
INFRA S.A. | water supply and distribution PBG S.A.| Subsidiary] 9,995
networks and sewage drainage 4,997,500.00
systems
PLN
End-to-end construction of hydro- -
Hydrobudowa _ ) ) . BG S.A. 2,107,946/ 105,397,300
Pglska S A technical, engineering and industr a‘D Subsidiary
o structures 00
PLN
KWG S.A Infrastructure development projec{sPBG S.A.| Subsidiary 28,700
o related to environmental protection 2.870,000.00
Excan Oil and
Gas Exports of technologies and . 250,000.00
Engineering tendering for contracts in the area O?BG S.A.| Subsidiary CAD
Ltd. natural gas and crude oll
Canada
Gas Oil Engineering design and
Enaineerin construction company; project - SKK
A Sg g management, deliveries in turnkey PBG S.A. | Subsidiary 163,000.00
U system, supervision of projects in
Slovakia the area of natural gas and crude [oil
PLN
PBG Dom idi
Sp. 2 0.0 Building industry PBG S.A.| Subsidiary 123,572 12.357,200.0
.Z0.0. 0
The company owns an undevelope% PLN
Brokam Sp. z : : idi
o p plot of land with deposits of BG S.A.| Subsidiary 12,000 | 12,000,000.0
o granodiorite 0
IT services; the Company as PLN
. member of the PBG Capital Group PBG S.A.| Subsidiary 998
Avatia S.A. provides IT support for all 49,990.00
companies of the Group
Responsible for consolidation of
companies in the road building
sector and strengthening the 71.993.06 PLN
Aprivia S.A position of PBG Capital Group in | PBG S.A.| Subsidiary ™ 5 "] 71,993,065.0
o the area of road building, including 0
conclusion and execution of
contracts and organization of
financing
Renovations, monitoring of
pipelines, trenchless technology, INFRA -
PRIS Sp. z 0.0.| renovations of existing water supply S A. Subsidiary 897 89.700.00 Z|

and distribution and sewage
drainage networks
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Renovations, monitoring of

pipelines, trenchless technology, INFRA - PLN
;V;E;{ZZIAR renovations of existing water supply S.A. Subsidiary) 25,969 1,298,450.00
T and distribution and sewage
drainage networks
Hvdrobud Manufacture and assembly of steel
ydrobudowa | structures, plant and equipment, . PLN
Konstrukcje | steel tanks, end-to-end installationsEP S-A- | Subsidiary 16,100 | o \o) 110.0d
Sp. z 0.0. projects for t industry, in particular
for the petrochemical industry
Building services of structures in: PLN
Hydrobudowa | environmental protection, hydro- | HBP S.A. | Subsidiary 9,576.222
9 S.A. technology, road construction and 1,453,668.50
building industry
General contractor of tunnels for
the Warsaw Underground and PLN
PRG ,Metro” | associated facilities, such as track HBP S.A. | Subsidiary 465
Sp. zo.0. ventilation units, junction turnouts 465,000.00
underground passages, micro-
tunnels
Gdynska Purchase, sale, lease and PLN
: management of real property, HB9 S.A. | Subsidiary 60,000
Projekt Sp. z construction and real property y 3,000,000.00
0.0. development
Gorecka Construction and real property HB9 S.A. | Subsidi 1,000 PLN
- A. ubsidiar :
Projekt Sp. z | o elopment y 50,000.00
0.0.
Apartamenty : PBG . PLN
Poznaiskie Construction and real property DOM Subsidiary 255 25 500.00
development ,
Sp. z o.0. Sp. z o.0.
Purchase, sale and development of PBG PLN
BUDWIL Sp. | real property for its own account, Subsidiary| 255
Z 0.0. construction and real property DOM 25,500.00
development Sp.zo.0.
PBG Dom : PBG . PLN
Construction and real property Subsidiar 500
Invest1Sp. z | ;o8 ment DOM y 50,000.00 z}
0.0. Sp. z o0.0.
Building of transport infrastructure| - PLN
(I?r:most SP-Z | Siructures and manufacture of | APRIVIA | Subsidiary| 6,000 3,000,000.00
o bituminous mass S.A.
Przedsgbiorst | gilding of roads, bridges and APRIVIA N PLN
wo Robot engineering works, including Subsidiary| 25,000
Inzynieryjno earthworks, sewer systems, culverts SA. 500,000.00
Drogowych of all types, soil stabilizers and
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S.A.

bituminous and cement surface
works; the Company owns a
Bituminout Mass Production Plant
with and a research laboratory

Road building, including: cold

foamed bitumem recycling, planin PLN

J APRIVIA 20,350,00

Betpol S.A. of asphalt and asphaltic concrete Subsidiary 20,350,000.0

pavements; Betpol also SA. 0 0

manufactures asphalt cold mix angd
ready-mix concrete

Additonally, PGB has interest in the following diats:

- KRI S.A. - 25,300,000 shares of the nominal value PLN &#&¢h; the total nominal value of
shares amounts to PLN 25,300,000.00; these shamardee PBG SA a 19.97% share in the
company’s share capital and the total vote;

- Lubickie Wodociagi Sp. z 0.0~ 60 shares of the nominal value PLN 500.00 et@htotal
nominal value of shares amounts to PLN 30,000/¥%d shares guarantee PBG SA a 15% share
in the company’s share capital and the total vote;

- Towarzystwo Ubezpieczé Wzajemnych TUS- 6 shares of the nominal value PLN 100.00
each; the total nominal value of shares amouniLfd 30,000.00; these shares guranatee PBG
SA a 0.01% share in the company’s share capitattantbtal vote;

- Budownictwo Naftowe ,Naftomontaz” Sp. z 0.0.— 3,500 shares of the nominal value PLN
1000.00 each; the total nominal value of sharesuamsoto PLN 3,500,000.00; these shares
guarantee PBG SA a 7.82% share in the companyte shagital and the total vote;

- Remaxbud Sp. z o.0. (the former MTR Sp. z 0.0:)— 840 shares of the nominal value PLN
500.00 each; the total nominal value of shares atsoto PLN 420,000.00; these shares
guarantee PBG SA a 18.92% share in the compangie slapital and the total vote;

- STRATEG CAPITAL Sp. z 0.0.— 47 shares of the nominal value PLN 1000.00 ehehtotal
nominal value of shares amounts to PLN 47,000l0€sé shares guarantee PBG SA a 18.80%
share in the company’s share capital and the votal,

After the balance sheet date the Company acquitecesst in the following entities:
- Energia Wiatrowa PL Sp. z 0.0 — 230 shares of the nominal value PLN 50.00 eth&htotal
nominal value of shares amounts to PLN 11,50010€sé shares guarantee PBG SA a 18.92%

share in the company’s share capital and the vota}
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- Poner Sp. z 0.0- — 475 shares of the nominal value PLN 1000.00ghe total nominal value
of shares amounts to PLN 475,000.00; these sharmsgfee PBG SA a 19.00% share in the

company’s share capital and the total vote;

IV. INFORMATION ON CORE BUSINESS

The Company’s core business includes general aiimgafor construction and installation
works in the area of natural gas and crude oilewand fuels in the “turnkey” system as well as
for investment projects in the sphere of industrisdsidential, infrastructure and road
construction. The largest part of the Company'ssifess, however, focuses on the

implementation of contracts in the area of natgea, crude oil and fuels.

PBG SA operates within five main segments:
1. natural gas and crude oil,

water,

fuels,

industrial and residential construction,

ok 0D

roads.

Services rendered within the distinguished segnemetspecified in the table below.

= general construction

» industrial infrastructure
= construction of stadia

= construction of a waste

sorting plant

ROADS
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The scope of building services in the aforementiosegments includes end-to-end installation,

design, modernization, renovations, maintenancesandcing of the facilities and installations.

Detailed financial data concerning the share ofviddal segments in the revenues form sales

are presented in the next part of the report.

V. INFORMATION ON CHANGES IN MARKETS

In the reporting period, revenues (in accordandé WAS) from individual areas of business of

PBG SA were generated mainly in the domestic markete following amounts:

INDUSTRY SEGMENTS

2008 2007 Difference Difference

Revenues from Sales

(in PLN ‘000)  (in PLN ‘000) (in PLN ‘000) (%)
Natural Gas and Crude
Oil 236,871 127,034 109,837 86%
(transmission,
distriubution, extraction
Water
(hydro-technology and 83,667 97,679 - 14,012 -14%
environmental
protection, renovations

Fuels 73,625 136,910 - 63 285 -46%
(Storage of fuels)

Industrial and
Residential
Construction 147,542 97,662 49,880 51%
(construction,
infrastructure for
industrial facilities)

Roads
(road building) 6,368 0 6,368 0%

Other

(sale of goods, materials 23,503 0 23,503 0%

and products, other
services)
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Total Revenues from 571,576 459,285 112,291 24%
Sales

GEOGRAPHIC SEGMENTS

Revenues from Sales 2008 2007 Difference Difference
(in PLN ‘000)  (in PLN ‘000) (in PLN ‘000) (%)
Domestic Sales 564,985 455,653 109,332 24%
Sales Abroad 6,591 3,622 2,969 82%

In the reporting period, the share of the geog@apkgments of PBG Capital Group in the total

revenues from sales was as follows:

segmenty

98,8% 99.2%

B Rok 2008
O Rok 2007

1.2% 0.8%

0% -
krajowe zagraniczne

Ttumaczenie tekstu wewtrz diagramu (od lewej strony)
udziat w % - % share

segmenty — Segments
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krajowe — domestic
zagraniczne — abroad
Rok 2008 — 2008
Rok 2007 - 2007

In 2008 the share of domestic sales and sales clomothe total revenues amounted to 98.9%
and 1.1% respectively. The achieved results didsobstantially differ from those, which were
generated by the Company last year, where the sifademestic sales reached the level of

99.2%, and the share of sales abroad amounte8%o. O.

PBG Capital Group focuses its business operatioamlynon the domestic market, which is
considered by the Group’s as the key market dught:considerable inflows of Community
funds and the resulting investment projects, pldnmeestment projects related to the LNG
production facility and the auxilliary infrastruceu(gas compressor stations, pipelines, others)
and due to investment projects currently being eteet for the European Football
Championships EURO 2012. However, the Company hdsrtaken measures to enter foreign
markets in the future, chiefly in the natural gad arude oil sectors. In 2006, PBG SA finalized
its first contract, in the capacity of a subcontmaof the company Pall Poland Sp. z o.0., for a
foreign investor, the Latvian company Latvijas GaXkciju Sabiedriba. This project was
implemented in Latvia. The total amount of this ttaot amounted to EUR 5.22 million. This
contract may be considered as the first step fae RBenter foreign markets. Furthermore, PBG
took steps towards its expansion on the Norwegiarket. In March 2007, PBG signed the first
contract with a Norwegian company Kanfa Aragon A8 the installation of a glycol
regeneration plant for gas drying. The total vadfiehis contract was EUR 1.125 million. This
transaction was considered as significant as ggaed an opportunity for PBG SA to win other
contracts in Norway. PBG received another foreigieo from this company in August 2007.
This contract was for the construction of glycaljeeeration units for platforms located in the
coastal sectors of the United Kingdom and the de}iwf supporting pumps for these units. The
net value of the contract was calculated to béénrégion of EUR 3 million.

Moreover, in 2007, PBG SA singed new contracts whih company Gas Naturale' (Pvt.) Ltd.
with its registered office in Punjab in PakistameTtotal value of these contracts amounted to
USD 5.5 min USD. One of the contracts was for desigrks for the natural gas liquefaction

plant. The other contract was for delivery of maisrand process systems for the natural gas
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liuefaction plant. The concluded contracts weresatered as significant as they provided
additonal opportunities to win further export cets.

In the reporting period, the share of individuageents of PBG Group’s business in the total

revenues from sales is as follows:

segmenty

50%

41,4%

40%

30% 2227% 24.0% 258%

171% 17.1%
12,9%

14,6%
4,1 C)
r VR oon —7 0.0%

vdziat w %

20%

10% -

0% -

gaz ziemny i
ropa naftowa
woda

paliwa
budownictwo
mieszkaniowe
i przemystowe
drogi

inne

B Rok 2008 O Rok 2007

Tlumaczenie tekstu wewtrz diagramu (od lewej strony)

udziat w % - % share

segmenty — Segments

Natural gas and crude oil, Water, Fuels, Resideatid industrial construction, Roads, Others
Rok 2008 — 2008

Rok 2007 - 2007

The largest segment in terms of share in sale®®8 2vas thesector of natural gas and crude

oil. Its share in total revenues from sales in the gdenoquestion amounted to 41.4% (i.e. over
19% more in comparison with the corresponding pkablast year). Owing to signing of the
largest ever contracts in this segment, i.e. thetraot for the construction of the crude oil
extraction plant for PLN 1.4 billion (in August 280and the contract for the construction of the
underground natural gas storage facility at Wieozdbe for PLN 1.1 billion (in November
2008) for the company Polskie Gornictwo Naftowe azGwnictwo SA, PBG expects a
considerable increase in revenues from sales inadheal gas and crude oil sector in the years to

come.
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The second largest segment of PBG business aesiviti the period in question was the
industrial and residential construcion sector, which includes general construction and
industrial infrastructure. The share of this segmantotal revenues from sales amounted to
25.8% in comparison with 17.1% achieved in the esponding period of last year, i.e. an
increase by 8.7%. Owing to the emergence of newordppities on this market concerning

infrastructure investment projects, such as, foaangxe, the construction of stadia, one can
expect to maintain or even increase revenues flamirtdustrial construction segment in the
coming years. Currently, the most significant pcogxecuted within this segment is the contract
for the construction of nine multi-purpose compkexesidential and commercial developments)
in Swinoujscie for the company Pomerania Development Sp. z dloe total value of the

contract is currently estimated at over PLN 190aonil

In 2008, thewater segmentrepresented 14.6% of the revenues from sales asdtiveathird

segment in terms of size. The contracts implemeimteékde area of water are co-financed by the
European Union and are related to environmentaleption and hydro-technical investment
projects. A drop in PBG revenues in this segmembisnected with the implementation of the
PGB Capital Group’s strategy aiming at taking otlee leading role on the environmental
protection market by another company of the Groudydrobudowa Polska S.A. and is an
element of the preparation by PBG to win and exedbe largest contracts in other areas,

especially in the area of crude oil and natural gas

The forth largest segment of the Group’s busines®0D8 was théuels segmentwithin which
PBG was implementing investment projects connewtél the storage of liquid fuels (fuel
depots and storage stations). The segment’'s shaal revenues from sales in the period
amounted to 12.9% (in comparison to the correspangiriod of last year, the share of this
segment in total revenues from sales dropped by @df&0). The main customers for PGB
services provided in the fuels segment include, mgnathers: Zaktad Inwestycji Organizacji
Traktatu Pétnocnoatlantyckiego — NATO, PKN Orler &perator Logistyczny Paliw Ptynnych
Sp. z 0.0.. The most crucial project in this segn@ving been executed since the beginning of
2007 is a contract for the delivery and installataf underground fuel depots. The total net
contract value currently amounts to almost PLN &80on (at the sigining of the contract its
value was around PLN 225 milion). Owing to the dosion of a contract with NATO and the
increasing demand for this type of services, then@any should expect an increase in revenues

in this segment in the coming years.
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The last segment defined by PBG Capital Grouptedlto the specialist construction services, is
theroad building segment In 2008, the share of this segment in revenums Bales reached
merely 1.1%. PBG commenced its business on thelyadding market through acquisitions of
road construction companies. Last year was the twmen the Group focused on the
development of this segment, acquisitions of roadstruction companies, restructuring, and
providing additional financing for entities alreadgnstituting part of the Capital Group. These
companies play a key role in this market, henceré¢wenues generated by PBG from the road

construction segment have an insignificant shatetal revenues from sales.

Indication of entities with turnover reaching at least 10% of total revenues from sales

In the reporting period, turnover with the followirentities reached at least 10% of total
revenues from sales:

- as a receipient: PGNIG S.A,;

- as a supplier: not applicable.

VI. INFORMATION ON MATERIAL AGREEMENTS

Material agreements concluded in the reporting pend and after the balance sheet date:

Conclusion

Parties

Subject

Material Terms

date

28.03.2008| PBG SA - General | Construction and design | The net value of the contract
Contractor and works for the construction| increased to PLN
Pomerania of 9 mix-purpose 190,035,865.22
Development Sp. z | (residential and
0.0. commercial) complexes in
Swinoujicie
3.04.2008 | HB9 PIB SA - “Rainwater discharge from The total net contract value
Consortium Leader, | the protected water intake EUR 30,809,573.57 (PLN
HBP SA and PBG SA areas of LAS GDANSKI 107,263,530.40 net); The
— Consortium Partnersand CZYZKOWKO and execution within 31 months of
and the Ordering Partyextension of the rainwaten the effective date. PBG SA ag
- Miejskie Wodocagi | discharge system in the Consortium Partner will
I Kanalizacja Sp. z Bydgoszcz” execute 10% of works
0.0.
9.04.2008 | PBG SA - Ordering | Co-operation terms and | The value c. PLN 10,
Party and conditions for joint 000,000.00; Execution by the
PIECOBIOGAZ SA | implementation of end of 31.12.2010. (Within 12
construction works months PBG SA concluded
with PIECOBIOGAZ SA
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contracts for the total of PLN
51,583,124.21. The total valu
of the material contract PLN
151,583,124.21)

11

16.04.2008| PBG SA — ContractgrComprehensive The contract net value USD
and “Nairit Plant” “Reconstruction and 210,000,000.00; Completion
CJSC modernization of Nairit date - 30 months.
CJSC plant”, Main
Agreement
18.04.2008| PBG SA — Ordering | Subcontracting by “Nairit | The estimated contract net
Party and “Nairit Plant” CJSC from PBG SAvalue USD 80,000,000.00.
Plant” CJSC part of Works related to | Tasks assigned to “Nairit
the execution of the task | Plant” CJSC to be
“Reconstruction and implemented 20 days earlier
modernization of Nairit than determined in the
CJSC plant” schedules of the Host Contra
11.08.2008| PBG SA - General Contractor The contract net value PLN
Consortium Leader, | services for "LMG Project| 1,397,000,000; Completion
Technip KTl S.P.A., | —the Central Unit, within 56 months of the
Thermo Design wellsites, pipelines and | effective date.
Engineering Ltd. — other"
Consortium Partners +
Contractor and
Polskie Gornictwo
Naftowe i
Gazownictwo SA
11.08.2008| PBG SA — Ordering | "LMG Project — the The contract net value PLN
Party and Technip Central Unit, wellsites, 306,084,000
KTIS.P.A pipelines and other”,
execution of construction
and installation of end-to-
end specialised systems by
Technip KTI S.P.A.
5.09.2008 | HB9 PIB SA — "Construction of the WasteThe contract net value EUR

Consortium Leader,
PBG SA, HBP SA,
Prace Badawczo-
Rozwojowe
"EKOSYSTEM" Sp. z
0.0., Ekotab Projekt
Sp. zo.0. —
Consortium Partners -
Contractor and
Miejski Zaktad
Oczyszczania Sp. z
0.0.

Management Plant at
Trzebania, Osieczna
commune"

24,918,457.71; Completion by
30.06.2010
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19.11.2008| PBG SA - General Contractor The contract net value PLN
Consortium Leader, | services for the 1,089,000,000.00 zt; Turnkey
Tecnimont S.P.A., "Construction of completion by 18.11.2011
Société Francaise overground part of the
d'Etudes et de Underground Natural Gas
Réalisations Storage Facility at
d'Equipements Wierzchowice 3,5 mid
Gaziers nm3 sub-stage 1,2 mid
"SOFREGAZ", nm3"
Plynostav Pardubice
Holding A.S. -
Plynostav Regulace
Plynu A.S. —
Consortium Partners +
Contractor and
Polskie Goérnictwo
Naftowe i
Gazownictwo SA
12.02.2009| PBG SA - Ordering | Two contracts for the The net value of*icontract
Party and Control execution of the task PLN 183,955,000; The net
Process S.A. related to “LMG Project — | value of the 2 contract PLN
— the Central Unit, 94,610,000; Completion by
wellsites, pipelines and | 10.04.2013.
other". 1. General
contractor services for
construction of wellsites
and central units, including
the design construction and
their start-up. 2. General
Contractor services for the
construction and start-up
of a gas-fired c.h.p. plant.
16.04.2009| PBG SA - Contracts related to the | The contract value PLN
Consortium Leader —| agreement for the General 84,178,442.00 zt.; Completior]
Ordering Party and | Contractor services by 18.11.2009
PLYNOSTAV concluded by the
PARDUBICE Consortium comprised of
HOLDING A.S. PBG SA (Consortium
16.04.2009| PBG SA Consortium Leader), Tecnimont The contract value PLN
Leader and S.P.A., Société Frangaise| 83,731,000.00; Completion by
PLYNOSTAV d'Etudes et de Réalisations18.11.2011

REGULACE PLYNU
A.S.

d'Equipements Gaziers
"SOFREGAZ" Plynostav
Pardubice Holding A.S. -
Plynostav Regulace Plynu
A.S. (Consortium
Partners), and PGNIG SA
for the "Construction of
overground part of the

Underground Natural Gas

39/93



Date

Report of the Board of Directors of PBG S.A. on the @any's operations in FY 2008

Storage Facility at
Wierzchowice 3,5 mid
nm3 sub-stage 1,2 mid
nm3". The contract subjec
is the design, supply and
assembly of the
installations.

—

The criteria constituting the basis for the recogrtion of an agreement as material:

Legal basis:

Art. 5 (1) (3) of the Regulation of 19 October 2005 current and interim information to be

provided by issuers of securities.

Art. 56 (5) of the Act of Law on Public OfferingGurrent and Periodic Information

Legal basis:

the Regulation of the Minister of Finance of 19 ey 2009 on current and interim

information to be provided by issuers of securitaesl on the conditions of acknowledging the
equivalence of information required by laws of anfmember country (Journal of Laws 2009,
No. 33, item 259).

VII. INFORMATION ON CHANGES IN THE ORGANIZATIONAL R ELATIONSHIPS

In the reporting period and after the balance sheetate, the following changes in the

organizational relationships took place:

Subjects = Type of transaction Description Objective

15.02.
2008

PBG SA ESTABLISHMENT The initial capital amounts to PLN AVATIA as a
and two OF THE COMPANY | 50,000.00 and is divided into 1,000nember of PBG

natural AVATIA SP. z o.0. shares of the nominal value of PLUNCapital Group will

persons Registered by the 50.00 each. The Company’s provide IT suport
District Court in partners are: PBG SA, which took function for all
Pozna on 29 February up 998 shares, of the total value | Companies of the
2008 PLN 49,900.00 and two natural | Group

persons, each holding 1 share.
Shares held by PBG SA constitut
99.80% of share capital and the
total number of votes. The
Company provides IT services.
The initial capital was paid in by
PBG SA from the Company’s own
funds.

[1°)
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13.03. | PBG SA | ACQUISITION OF PBG SA acquired 14,244,999 The acquisition of
2008 | andthree | BETPOL SA registered series A of BETPOL SABETPOL will
natural of the nominal value of PLN 1.00 | strenghten the
persons each. The shares were acquired foGroup’s position in
PLN 2.90 per share, the amount ofthe area of road
PLN 40,246,497.10 was paid building
within 3 days of the agreements
signing date, the amount of PLN
1,064,000.00 zt will be paid after
the approval of the financial
statement for FY 2008 subject to
the Company achieving the
planned results for 2008. The
acquired shares represent a 70%
stake in the Company’s share
capital and the total number of
votes. The financing of the
Company’s acquisition is one of
the objectives of share issue.
18.03. | PBG SA ESTABLISHMENT The Company’s initial capital APRIVIA SA
2008 OF THE COMPANY | amounts to PLN 500,000.00. PBG objective is to
APRIVIA SA SA took up 100% shares in strengthen the
Registered by the APRIVIA SA and holds a 100 % | position of PGB
District Court in stake in the share capital and the| Capital Group in the
Pozna on 7 April total number of votes. Funds paid area of road building
2008 for the establishment of the through winning and
Company came from proceeds | implementing
form the issue of shares. The bogkcontracts and
value in PBG SA books on the daterganizing their
of establishing the Company financing
amounted to PLN 0.00, and on
13.10.2008 it amounted to PLN
505,737.
2.04. Infra SA, | ACQUISITION OF As a result of signing two Wiertmar provides
2008 |anda WIERTMAR Sp. z agreements, INFRA SA acquired| construction and
natural 0.0. 25,969 shares in WIERTMAR Sp| renovation services,
person Z 0.0. of the nominal value of PLN monitoring of

50.00 each for the total amount o
PLN 4,207,774.19. Shares
purchased from the natural perso
represent 51% of share capital of
Wiertmar Sp. z 0.0. and the same
amount of votes at the meeting of
shareholders. The book value of
acquired shares in INFRA S.A.
accounts amounts to PLN
4,207,774. The transaction was
financed with INFRA S.A. own
funds.

[ pipelines and
trenchless

ntechnologies; Its
inclusion into the
Capital Group was
aimed at creating
support function for
the Companies
operating in the area
of hydrotechnology.

41/93



Report of the Board of Directors of PBG S.A. on the @any's operations in FY 2008

2.04.
2008

Hydrobudo
wa 9 SA

ESTABLISHMENT
OF THE COMPANY
GDYNSKA

PROJEKT Sp. z o.0.

60,000 shares in the new compar
of the nominal value of PLN 50.0(
each were paid for with a
contribution of perpetual usufruct
of plot of land of the value of PLN
2,900,000 and with cash
contribution (PLN 100,000).
Hydrobudowa 9 SA holds 100% g
votes and shares in the share caf
of the new company. The Compa
specializes in purchase, sale, leas
and management of real property,
for the Company’s own account.
The book value of Gdyska Projekt
Sp. z 0.0. in Hydrobudowa 9
accounts amounts to PLN
3,000,000.

\Establishment of the
) company is a long-
term investment
related to the
execution of a real
property
development project
f
ital
ny
5e

8.04.
2008

PBG Dom
Sp. z o.0,,
natural
persons

ACQUISITION OF
BUDWIL Sp. z o.0.

PBG Dom acquired 255 shares in
Budwil Sp. z 0.0. from natural
persons of the nominal value of
PLN 100.00 each. Acquired share
represent a 51% stake in the sha
capital and the equivalent stake if
the total number of votes at the
general meeting of shareholders.
PBG Dom paid for these shares
with cash of PLN 25,500. Budwil
Sp. z 0.0. deals with purchase, s3
and development of real property
for its own account. The book
value of shares in Budwil Sp. z o.
in PBG Dom Sp. z 0.0. accounts
amounts to PLN 26,055.

PBG Dom plans to
continue the
Company’s business
rsactivities and treats it
eas a long-term

1 investment related tc
a real property
development project

e

16.05.
2008

Hydrobudo
wa Polska
SA

ESTABLISHMENT
OF THE COMPANY
HYDROBUDOWA
POLSKA
KONSTRUKCJE
Sp. zo.0,
Registered by the
District Court in
Katowice on 30 May
2008

The Company’s initial capital
amounts to PLN 50,000.00 and is
divided into 100 shares of the
nominal value of PLN 500.00 eac
Hydrobudowa Polska SA took up
all 100 shares, which were paid fq
in cash. The Company was
established to separate from the
core business of Hydrobudowa
Polska SA the production and
installation activities related to:
manufacture and assembly of ste
structures, plant and equipment,
steel tanks, implementation of
complete installation projects for
the industry, in particular for the

Transfer of tasks
related to the
execution of
hproduction and
installation contracts
DI

petrochemical industry.
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30.05. | PBG SA | REDUCTION OF Following the issue of series K | The reduction of
2008 INTEREST HELD shares and the registration of shar®BG SA share in the
IN capital increase of Hydrobudowa | share capital and the
HYDROBUDOWA Polska SA with the issue of series total number of votes
POLSKA SA K shares, the interest held by PBGof Hydrobudowa
(from 76% to SA in the total number of votes in| Polska SA resulted
60.69%) Hydrobudowa Polska SA dropped from the public
following the below 75% and amounted to offering of shares
registration of share | 60.69%. After the registration of | carried out by this
capital increase of share capital increase in Company.
Hydrobudowa Polska | Hydrobudowa Polska SA, PBG SA
held 105,397,300 of its shares
representing 60.69% of the
Company’s share capital entitling
to 105,397,300 votes at the GMS
which represented a 60.69% stake
in the total number of votes. Before
the registration of share capital
increase in HBP SA, PBG SA held
105,397,300 shares of the
Company representing 76.00% of
share capital of the Company
carrying 105.397.300 votes at the
GMS, which represented 76.00%
of the total number of votes.
10.06. | PBG SA, | INCREASE IN Purchase transaction by PBG SA| Restructuring of
2008 | Hydrobudo| INTEREST HELD 3,572 shares in PBG Dom Sp. z | PBG Capital Group.
wa Polska | BY PBG SA IN PBG | o.0. from HBP SA. Following the
SA, PBG | DOM Sp. z o.0. (from | transaction. PBG SA holds shares
Dom 84.85% to 100%) representing 100% of the share
Sp. z 0.0. | through acquisition of | capital entitling to 100% share in
shares from the total number of votes. The total
Hydrobudowa Polska | purchase prise was determined at
SA their nominal value, i.e. PLN
357,200. PBG Dom Sp. z 0.0. share
capital amounts to PLN 2,357,200.
The nominal value of one share
amounts to PLN 100.00.
26.06- | Hydrobudo| ACQUISITION OF Hydrobudowa Polska acquired 463ncrease in the
28.07. | wa Polska | PRZEDSIEBIORST | shares in PRG Metro of the operational potential
2008 | SA,PRG | WO ROBOT nominal value of PLN 1,000 each} enabling the
Metro GORNICZYCH which represented an 84.55% shamtiversification of
Sp.zo0.0. | METRO Sp. z o.0. in the share capital in total. Out of operational areas

the remaining 85 shares, 54 shart
are held by the Members of the
Management Board of PRG Metr
The total value of contracts was
financed by HBP with proceeds
from the issue of series K shares.

pgvith new areas
related to the

pconstruction of
tunnels, undergroun
tunnels and
associated facilities.
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27.06. | PBG SA, | TAKOVER OF PBG SA sold all 255 shares held jrRestructuring of
2008 | PBG Dom | APARTAMANTY Apartamenty Pozrieskie of the PBG Capital Group
Sp. z 0.0., | POZNANSKIE nominal value of PLN 100 each,
Apartamen| SP. z o0.0. by PBG representing 51% of the
ty DOM Company'’s share capital and the
Poznaskie equivalent share in the total
Sp. z 0.0. number of votes at GMS, for the
total amount of PLN 2,500,020 to
PBG DOM Sp. z 0.0. The shares
were paid up in full and their book
value in PBG SA accounts
amounted to PLN 1,579,893.51.
PBG SA holds 100% of PBG Dom
Sp. z 0.0. share capital.
5.08. | PBG SA, |INCREASE IN THE | PBG Dom share capital was Provision of
2008 | PBG Dom | REGISTERED increased from PLN 2,357,200 to| financing for the
Sp. zo.0. | CAPITAL OF PBG PLN 12,357,000, i.e. by the amoyrdevelopment of
DOM Sp. z o.0. of PLN 10,000,000 through investment activities

through taking up of
additonal shares

creating 100,000 shares of the

nominal value of PLN 100.00 each.

The newly created shares were
taken up by PBG SA, remaining
the only shareholder of PBG Dom
Sp. z 0.0. After the share capital
increase PBG SA holds 123,572
shares representing 100% of the
Company’s share capital and the
equivalent share in the total
number of votes. All new shares
were paid up and financed from
own funds. The book value of the
shares in PBG Dom Sp. z 0.0. in

PBG SA accounts amounts to PLN

12,376,179.

in real property
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N

22.08. | PBG SA, | TERMINATION OF | A preliminary contract of sale of | The parties duly
2008 | J.A. A PRELIMINARY equity interest concluded betweenterminated the
natural CONTRACT OF PBG SA and a natural person. Theagreement due to
person as -| SALE OF EQUITY subject of the agreement was the| lack of agreement of]
Sokot - INTEREST IN acquisition of equity interest in fulfilment of the
Melafir Sp. | J.A.SOKOL — J.A.Sokét - MELAFIR Sp. z 0.0. | condition to carry
Z 0.0. MELAFIR SP. Z with its registered office at out an audit
0.0. Ttumaczéw. PBG SA and the producing a positive
Seller had agreed to conclude the result
final sale agreement, whereunder
the Seller would sell all his shares
in the Company to PBG SA, free of
any encumbrances, for the price of
PLN 32,000,000. The final
agreement of sale of shares were to
be concluded subject to the
following conditions precedent: a¢
positive result of an audit carried
out by PBG SA and the licence tg
extract melaphyre from the deposit
“Ttumaczow — Gardzi@ put back
and becoming binding.
11.09. | Hydrobudo| ESTABLISHMENT 1,000 shares in the new CompanyThe establishment of
2008 |wa9 SA | OF THE COMPANY | of the nominal value of PLN 50.00 the company is a
GORECKA each were paid up for in cash in thiong-term investment

PROJEKT Sp. z o.0.

Registered by the
District Court in
Pozna on 19
September 2008

amount of PLN 50,000. HB9 SA
holds 100% votes and shares in t
share capital of the new Compan
The Company specializes in
construction projects: erection of
residential and commercial
buildings, purchase and sale of rg
estate for its own account, lease
and management of real estate
consultancy.

related to the
hemplementation of a
ycommercial
development project

al

45/93



Report of the Board of Directors of PBG S.A. on the @any's operations in FY 2008

26.08.
2008
12.09.
2008

PBG Dom
Sp. z o.0.
natural
person

ACQUISITION OF
DAWIL Sp. z o.0.
(currently PBG Dom
Invest | Sp. z 0.0.)

PBG Dom Sp. z 0.0. acquired frof
a natural person 250 shares in
Dawil Sp. z 0.0. of the nominal
value of PLN 100.00 each for the
total amount of PLN 25,000.00.
The shares represent a 50% shar
in the share capital and the
equivalent share in the total
number of voices. PBG DOM paig
for the shares with cash accordin
to their nominal value, i.e. for the
amount of PLN 25,000.00. The
equity share of PBG Dom in Daw
Sp. z 0.0. increased to 100% in it
share capital and to 100% in the

total number of votes as the result

of the acquisition of the remaining
250 shares on 12.09.2008. Dawil
Sp. z 0.0. share capital amounts {
PLN 50,000 and is divided into 5@
shares of the nominal value of PL

100.00 each. PBG Dom Sp. z 0.0,

acquired shares in Dawil Sp. z 0.(
from its own funds. The book valu
of the shares in Dawil in PBG Dot
Sp. z 0.0. accounts increased frof
PLN 25,180 zit to PLN 50,360. In
August 2008 a change of the nan
of Dawil to PBG Dom Invest 1 Sp

mThe establishment o
the company is a
long-term investmen
related to the
implementation of a

ereal property
development project

QU

\"2ZJ

Z 0.0. was registered.

f
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8.10.
2008

PBG SA,
APRIVIA
SA

INCREASE IN THE
REGISTERED
CAPITAL OF
APRIVIA SA

The increase of share capital of
APRIVIA SA was the result of the
issue of 71.493.065 registered
series B shares, directed by meatr
of a closed subscription for the sg
benefit of one shareholder - PBG
SA. APRIVIA SA share capital
was increased from PLN 500,000
to PLN 71,993,065 and is divided
into 500,000 series A shares on t
nominal value of PLN 1.00 each
and 71.493.065 series B shares @
the nominal value of PLN 1.00
each. The issue price is equal to {
par value of each share and
amounts to PLN 1.00 per share. 4
71,993,065 registered shares car
143,986,130 votes (i.e. 2 votes fo
from one share). After the initial
capital increase PBG SA remains
the only shareholder that holds
100% of the share capital and
100% of the total number of voteg
at GMS. The book value of
APRIVIA SA shares in PBG SA
accounts increased from PLN
505,737 to PLN 71,998,802. The
series B shares of APRIVIA SA
were taken up by PBG SA for the
non - cash contribution in the
following manner:

a) 22,379,325 series B shares we
taken up for 25,000 shares in the
company PRID SA with its
registered office in Nowy Tonsi;
each share of the nominal value ¢
PLN 20.00 (PBG SA held a 100%

share in the share capital, and the

book value in the Company's
accounts was recorded as PLN
22,379,325.00);

b) 45,971,637 series B shares we
taken up for 14,245,000 shares in
the company BETPOL SA with its
registered office in Bydgoszcz,
each share of the nominal value ¢
PLN 1.00 zt (PBG SA held a 70%
share in the share capital of the
Company and its book value was
recorded as PLN 45,971,636);

c) 3,142,103 series B shares wers¢
taken up for 6,000 shares in the
company DROMOST Sp. z o.0.
with its registered office iZabno,
each share of the nominal value ¢

Restructuring of
PBG Capital Group

NS
le

=

he

I
Yy

=

=

174

1%
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23.12.
2008

PBG SA,
Bathinex
Sp. z o.0,,
Ecopap Sp
z 0.0.

SALE OF EQUITY
INTEREST IN
BATHINEX

Sp. z o.0.

PBG SA disposed of 50 shares in
its subsidiary Bathinex Sp. 0.0., 0
of the nominal value of PLN 1,00(
each, representing 100 % of the
total number of votes at the
General Meeting of Shareholders
and the equivalent stake in its sha
capital, of the total nominal value
of PLN 50,000 zt in the share
capital of the Company. PBG SA
sold the shares to Ecopap Sp. z
0.0.. for PLN 5,950,000.00. Ecops
Sp. z 0.0. is a party of the
transaction concluded by PBG S/
on 31 July 2007 of the sale by PB
of shares to KRI.

Preparation for an

investment project
) with the financial

investors

Are

;=24

P

P

G

2.04.
2009

PBG SA

ESTABLISHMENT
OF THE COMPANY
PBG EXPORT SP. Z
0.0.

The initial capital of the Company
amounts to PLN 1,000,000.00 an
is divided into 20,000 shares of th
nominal value of PLN 50.00 each
PBG SA took up 19,990 shares a
PLN 50.00 each, for the total of
PLN 999,500.00. The taken up
shares were paid for with cash
contribution. PBG SA holds a
99.95% stake in the initial capital
and a 99.95% stake in the total
number of votes.

Winning orders at
dhome and abroad ar
esupervision of their

execution
L
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2.04.
2009

PBG SA,
Hydrobudo
wa Polska
SA

TAKEOVER OF

HBP
KONSTRUKCJE

Sp. zo.0. by PBG SA

PBG SA acquired from HBP S.A.
shares in HBP KONSTRUKCJE
Sp. z 0.0. with its registered office
at Mikotowo. From the company ¢
the Capital Group — Hydrobudowz:
Polska SA. PBG SA acquired all
16,100 shares of the nominal valy
of PLN 500.00 each, of the total
value of PLN 8,050,000.00, for
PLN 9,000,000.00. The share
represent a 100% stake in the tot
number of votes at the General
Meeting of Shareholders and the

equivalent stake in the share capital

of HBP KONSTRUKCJE Sp. z
0.0.

Restructuring of
PBG Capital Group
and creating low-
fcost companies

;|

e

9.04.
2008

PBG Dom
Sp. z o.0,,
KM
Investment
Sp. z o.0.

ACQUISITION OF
KM INVESMENT
Sp. z o.0.

PBG Dom Sp. z 0.0. acquired
material assets in KM Investment
Sp. z o.0. following the increase i
its share capital. The increase in
share capital to PLN 125,000 tool
place on 9 April 2009 roku throug
passing a resolution by the
Extraordinary General
Shareholders’ Meeting of KM
Investment Sp. z 0.0.. PBG Dom

took up 150 shares of the nominal

value of PLN 500.00 each. PBG
Dom Sp. z o.0. took up all newly-
created shares in the Company fd
PLN 75,000 (the book value of th
taken up shares in PBG Dom
accounts is PLN 76,664). The
taken up shares represent a 60%
stake in the initial capital of KM

Investment and a 60% stake in the

total number of votes. KM

Investment Sp. z 0.0. is currently
undergoing the registration proce
by the Court to change its name t
"Ztotowska 51" Sp. z 0.0.

A long-term
investment aiming af
nthe completion of a
real-property

< development project
hand the construction
of apartments for
sale and rent

-

D
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VIII. INFORMATION ON BUY-BACK OF TREASURY SHARES

No treasury shares were bought back in the regpptamiod.

IX. TRANSACTIONS WITH RELATED ENTITIES

In the reporting period, PBG SA Capital Group cadeld transactions with related entities,
whose total value exceeded the equivalent of EURRD expressed in PLN. These transactions
were typical, concluded at arm's length, and reduiitom current operations of PBG SA and its

subsidiaries.

Moreover, some of these transactions resulted fexsting contracts signed with Financial
Institutions containing a security in the form afreties or mutual guarantees granted by PBG

Capital Group companies as parties of these agmsme

This approach was defined in the financing strategiopted by PBG Capital Group.
Furthermore, PBG SA as the Parent Company withsthengest financial standing grants

sureties for the repayment of liabilities of PBGp@al Group companies.
The main types of transactions concluded within RBfpital Group are:
* construction works contracts,
* loan agreements,

* suretyship agreements:
» credit limits,

» gurantee limits,

The business of PBG Capital Group is conducted hen basis of the activities of highly
specialized entities, whose profiles constituteeefget match for the mutually oferred types of
services. The undertaking of co-operation among FB@ital Group companies is to improve
the level of utilisation of resources of the trastgmn parties and reduce business risks associated
with running the business, e.g. by ensuring appaigprisk allocation. The allocation of risk and
division of business functions of the enterprisat#a the Group to:

» achieve higher turnover through the possibilityarfg-term planning of the utilization of

its own resources and investment projects simutiasig ensuring constant demand for

its products and services;
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» achieve the Group’s strategic goals — maintainiveg gosition of a leader in relation to
comparable entities and obtaining a “monopoly reist’dependent on the suitably
organized Capital Group, which can respond to $ipauiarket demands;

» limit the risks associated with normal businessrafens — the co-operation within a
group of related entities allows to reduce or eliaté in its entirety the dependence on
the current economic changes and their impact eCtpital Group’s financial standing;

» offer competitive produces and services resultimgan increase in turnover and the
Company’s profitability;

» to reduce the operating costs through the redudfarosts of manufacture and a more
efficient use of resources;

 to reduce procurement costs and inrease the Grob@tgaining power in price
negotiations;

» to achieve savings of financial resources relategranting a surety by PBG. Granting a
surety for a liability as well as a security fos iepayment undoubtedly ensures a faster
implementation of a contract, which may contribthea better management of PBG
Capital Group's companies and more efficient @&ilan of their resources.

X. INFORMATION ON RAISED CREDITS, LOAN AGREEMENTS

Information of raised credits and loan agreementshe reporting period is provided in the
Company’s financial statement in the explanatorgsdo the balance sheet - Note 11.

XI. INFORMATION ON LOANS GRANTED

Information of loans granted in the reporting péris provided in the Company’s financial
statement in the explanatory notes to the balaneets Note 10.

Xll. APPROPRIATION OF PROCEEDS FROM THE 3rd ISSUE O F SERIES F SHARES

The issue of series F shares was carried out uadpi2007.

1. Objectives of the 3rd issue of shares
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1. Increasing the amount of working capital of P8& and Capital Group companies (PLN 200
- 250 million).

2. Acquisitions and recapitalization of CG compar(ieLN 60-100 million).

3. Investment in construction support base andtoaetgon equipment (PLN 20 - 30 million).

4. Expansion into foreign markets, including seftup a company or a branch office in Norway
(PLN 10 — 25 million).

5. Extension and integration of IT systems (PLNLEOmillion).

2. Appropriation of proceeds from the 3rd issue othares

Following the issue of 1,400,000 series F shardl prie-emptive rights at the selling price of
PLN 250 per share, the proceeds of PBG SA amouatBdN 350 million and were earmarked,
among others, for:

1. Financing the current operations of PBG SA aB& FEapital Group companies — PLN 160.6
million;
2. Acquisitions and recapitalization of the CG camies — PLN 160.3 million; part of these
acquisitions was subsequently refinanced with tredilities for the total amount of PLN 52
million:

* Acquisition of interest in Dromost Sp. z 0.0(PBG S.A. took up 6,000 shares of the
nominal value of PLN 500.00 each for the total antaf PLN 3,000,000);

» Taking up shares through acquisition of interest inHydrobudowa 9 PIB S.A.(PBG
S.A. took up 9,576,222 shares, of which 9,105,Xrtes A shares and 471,107 series B
shares of the nominal value of PLN 0.10 each foe tbtal amount of PLN
55,350,563.16);

e Taking up shares through acquisition of interest inPRID S.A. (under the provisions
of these contracts, PBG SA acquired 25,000 shardaR¢éD SA of the total nominal
value of PLN 500,000. PBG SA acquired the sharestlie total amount of PLN
12,500,000, i.e. PLN 500.00 for each share, and B]300,000 paid as a bonus for a
controlling block of shares);

* Acquisition of interest in BROKAM Sp. z 0.0.(PBG S.A. acquired 11,999 shares from
HEWICO Sp. z o0.0. and 1 share from a natural pemsddROKAM Sp. z o.0. for the
total amount of PLN 12,130,000, the nominal valéi¢he acquired shares is PLN 1,000
each and they represent 100% of the Company’s shaital);
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Acquisition of interest in BATHINEX Sp. z 0.0.(PBG S.A. acquired 50 shares from a
natural person in BATHINEX Sp. z o.0. for the tothount of PLN 4,000,000, the
nominal value of the acquired shares is PLN 1,G8theand they represent 100% of the
Company’s share capital);

Taking up shares through acquisition of interest in BETPOL SA (under the
provisions of these contracts, PBG SA has becorhelder of 14,244,999 registered
series A shares of BETPOL SA, of the nominal vat®LN 1.00 each. All shares were
acquired at he per-share price of PLN 2.90; theusnhof PLN 40,246,497.10 was paid
within 3 days of the signing date of the said sagseements, and the amount of PLN
1,064,000.00 zt will be paid after the approvaltleé financial statement for FY 2008
subject to the Company achieving the planned redolt 2008. The acquired shares
represent a 70% stake in both the Company’s slaguitat and the total number of votes);
Taking up additional shares through an inrease in e registered capital of PBG
Dom Sp. z 0.0.(0On 5 August 2008 the District Court registered iacrease in the
registered capital of PBG Dom Sp. z 0.0., a subsjddf PBG SA, from PLN 2,357,200
to PLN 12,357,000, i.e. by PLN 10,000,000, by a¢rept 00,000 shares of the nominal
value of PLN 100.00 each; PBG SA took up all nearigated shares);

3. Purchase of equipment and development of castgirusupport base - PLN 25 million;

4. Establishment of a company in Canada and atguisdof a company in Slovakia - PLN 7

million:

Taking up shares through registration of Excan Oiland Gas Engineering Ltd. In
Canada (the company’s registered capital amounts to CAD,@%0);

Taking up share in Gas & Oil Engineering sr.o. withits registered office in Poprad
and increase of its registed capita{the Company’s registered capital amounts to SKK
200,000, under the provisions of the agreement, FBGpaid SKK 40,000,000 (the
equivalent of PLN 4,584,000) to the Seller for tinensfer of interest in the Slovak
Company; on 8 August 2007 the increase in the stepéal of Gas & Oil Engineering
s.r.o. to SKK 261,000 was registered, the amounhefshare capital increase was SKK
61,000, which was equivalent to PLN 1,824,827, BB{> S.A. interest in Gas & Oll
increased from SKK 102,000 to SKK 163,000);

Setting up a representative office in Norway;

Setting up a representative office in Rome;
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5. Purchase and implementation of ERP Oracle syatamnsupporting systems associated with
Oracle — PLN 8,7 million, part of which was subsewfly refinanced with a credit of PLN 1,3
million;

6. Provisional repayment of an overdraft in therent account aiming at optimization of
financial costs; this amount is the Company’s dssphdo finance contract implementation — PLN

70 million.

XIII. EXPLANATION OF DIFFERENCES BETWEEN THE FINANC |AL RESULTS
AND FORECASTS

The Company does not publish an individual finanfoeecast of PBG SA but a consolidated

financial forecast of PBG Capital Group for the efi@ financial year.

XIV. ASSESSMENT OF FINANCIAL ASSETS MANAGEMENT

The strategy concerning financing of PBG SA busingserations was introduced in 2004 and

its assumptions were still still adhered to in 2008

Following the continuing dynamic development of PBGapital Group the amounts of
obligatory bank and insurance limits were enlargBoe agreements for the financing of the
contract "LMG Project — the Central Unit, wellsitggpelines and other" for the total amount of
PLN 286 million were signed.

The total amount of bank and insurance limits grdrio PBG Capital Group and earmarked for
the financing of the Group’s current operations ameestments as well as currency market
transactions exceedd?®N 2 billion and amounted to PLN 2 billion 73.2llon at the end of
FY 2008 .

The successful applicaton of standard and unifoemegal terms of reference of co-operation
with the financial institutions has been confirmey another positive opinion by the auditor

concerning the conclusion of agreements in accaelaith the corporate finance principles.

The continuation of this financing strategy enalilegl Company to:
1. maintain the diversification of its sources of ficang,
2. extend the availability of offered bank and insweaproducts,

3. standardise products and services offered to PBG SA
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0. reduce the level of security for credit lines,
0. connect bank and insurance products with a specdiract following the "project
finance” principles.

Availability, flexibility and standardisation of b& products allowed relating these products
directly to the contract and adjust them to casiwdl, which significantly reduced risks
associated with PBG Capital Group operations aacgrdo the opinion of the financial
institutions. Financial control principles adoptag PBG SA and the monitoring carried out by
the financial institutions enabled to automaticadbttle contracted liabilities of the Company

from contract cash flows.
Risks associated with financial resources:

« contract implementation periods extending for uptgears with annual period sof credit
limits,

« prolonged business cycle periods of EU contracteeding the bank standard payment
periods, the risk associated with adverse changatefest rates and foreign exchange
rates

Under the current circumstances, The Board of Dereadoes not envisage a risk of the reduced
availability of bank and insurance limits.
Measures to minimize the threats:
« diversification of financial resources among banksurance companies, brokerage
houses, the capital market,
« continuous monitoring of the utilization of resoesdy PBG SA,
« application of the procedures in accordance witle timplemented Integrated
Management Systems,
« connection of bank products with specific contrasabling the active financial control
on the part of the financial institutions.

XV. FINANCIAL INSTRUMENTS USED BY THE CAPITAL GROUP

With regard to:

1) price change risks —
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2)

3)

a) Basis: the risk of increase in prices of materand services provided by subcotractors
during contract implementation in relation to precdetermined in the contract hed.

b) Minimized by: contracts with a “stop cost” at® and earlier payment option.

c) Instruments: hedging of fixed price contraalgliveries in stages, subsequent price
adjustment and discount. Each contract has its est@hate with a separate sub-ledger
account where all costs are recorded.

d) Objectives: hedging of contract profit margarsl reduction of similar costs in different
contracts by means of economies of scale.

e) Management methods: analysis of profitabgibd financial liquidity of each contract,

constant monitoring.

credit risks —

a) Basis: maintaining credit limits for the optim management of working capital.

b) Financial strategy: diversification of limitsr the financing of PBG current operations
among 9 banks in the total amount of PLN 1.286i0hiR86,7 million, of which PLN 1
billion 52,5 million for credits and guarantees.

c) Instruments: co-operation based on the unifamdertakings (pari passu, material
change, negative pledge) confirmed in the annualiap by the certified auditor within
the scope referred to above, sent directly toiadiricial institutions. The use of an ever
expanding portfolio of products of banks and insgeacompanies.

d) Objectives: flexibility of the usage of limifsr individual companies of PBG Capital
Group, products and currency.

e) Management methods: moving the focus fromasessment of the Company’s financial
performance to the assessment of the contract wtase flows are considered reliable

by the financial institutions.

liquidity risks —

a) Basis: the risk of loosing the ability of tBiempany to settle its liabilities.

b) Minimized by: through close monitoring of cafétws for each contract and adjusting
the inflows and outflows over time, supported bylbaredit limits for the settlement of
long business cycles for individual contracts.

c) Instruments: analysis sheets of the struatfingayables and receivables and adjustment

of these variables over time to avoid the risk.
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4)

5)

6)

d) Management methods: constant monitoring aradyaes of the liquidity threshold and
safety margin.

interest rate risks —
a) Basis: the risk of adverse change in interatds negatively affecting the Company’s
financial results.
b) Minimized by: the application of bank macroesmic recommendations that provide the
basis for the determination of a strategy in théaa
c) All liabilities incurred by the Company to theancial institutions are based on a variable
interest rate with the interest rate variabilityipd form one to six months.

d) Instruments: IRS transactions.

foreign currency risks —

a) Basis: the risk of adverse changes in foreigmency rates resulting in an increase of
costs and expenditures of the implemented contracta decrease in revenues and
inflows.

b) The adopted Strategy determines the hedgistyuiments, methods and periods and the
principles of measurement of these instruments.ddmpany applies hedge accounting.
The available transaction limits secure the cureemt planned portfolio of contracts in
relation to the planned exchange rate adopteckittitiget for each contract.

c) Instruments: forward transactions, NDF.

d) Management methods: hedging foreign curreratgsr at the signing of contracts by
means of the instruments referred to above, wighr tiermination and settlement on the

date of the realization of revenue from the hedgmdract.

insurance risks —

a) Basis: the risk of the Company’s loosing itslity to provide insurance for contracts
under implementation and of unsuitable choice efittsurance package, which, in case
of any fortuitous event, may cause that the resyiliompensation loose its replacement
nature.

b) The insurance strategy aimed at a full insteatoverage.

c) Instruments: individually adjusted to the regoments of each contract to meet its
obligations.

d) Management methods: centralized managemeheohsurance portfolio.

57/93



Report of the Board of Directors of PBG S.A. on the @any's operations in FY 2008

XVI. MAIN CAPITAL EXPENDITURES AND INVESTMENTS AND FEASIBILITY OF
INVESTMENT PLANS

1. Main capital and equity investments

The largest capital investments of PBG SA in 2008

\[o} Description Amount
(PLN ‘000)
1 | Modernization and extension of the existing offis@rehouse and 10,738
workshop buildings
2 Heavy construction equipment 4,158
3 Means of transport 2,021
4 5,596

Other expenditures

Equity investments of PBG SA in 2008

No. Amount

Description

(PLN ‘000)
1 Acquisition of share in Betpol SA 41,310
2 Acquisition of shares in Avatia Sp. z 0.0. 49.9
3 Acquisition of shares in Aprivia SA 506
4

Acquisition of shares in PBG Dom sp. z 0.0. 18,35

2. Feasibility of investment plans

Cash from the proceeds from the issue of seridsaFes carried out in January 2007 by PBG SA
Capital Group and the signed credit agreementy ftdver the planned capital expenditures

connected with the currently implemented capitgesditure and equity investments projects.

In 2008, the outlays on capital expenditures ameditd just over PLN 30 million and on equity

investments the Company spent almost PLN 74 millidre outlays on capital investments are
planned by the Company at the replacement levelF{6r2009. The Company is currently

planning to spend c. PLN 40 million on equity inwveents.
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XVII. ASSESSMENT OF FACTORS AND EXTRAORDINARY EVENT S

In FY 2008, PBG SA concluded hedging transactiamserning exclusively the future planned
foreign exchange exposures with the applicatiora aftandard financial instrument (forward
contracts). PBG SA did not conclude any foreignhexge options contracts. The hedging
transacations were concluded in accordance withafipdicable hedging policy, concerned the
contracts concluded with investors and supplierairfiy denominated in EUR and CAD) and
were not of speculative nature, because they weneluded following the principles of the

hedging policy in order to ensure the future leskelash flows resulting from revenues from
sales (from the long-term construction works prigemder execution) and the costs of sales.

Due to its open currency positions on the FX marR&8G remains hedged in relation to part of
the cash flows (concerning revenues from saleB)i2009 in the amount of EUR 34 million (of
which EUR 15 million in the %L half of 2009) and in FY 2010 in the amount of ERRnillion

(of which EUR 2 million in the % half of 2010). These transactions were concludethe
average weighted forward rate of EUR/PLN 3.492&d8laon the data received from the banks,
the balance sheet valuation of the open currensitipos in the FX forwards amounted to PLN
minus 15.29 million as of 31 December 2008, andtdu@e occurrence of the secured revenues
and the loss of effectiveness of hedging instrusiéme amount of PLN minus 1.78 million was
recognized in the profit and loss statement of RB@ the remaining amount of PLN minus
13.51 million was recognized in equity. The praiitd loss on the realized (settled) in 2008 FX
forwards amounted to PLN 4.6 million, which wasagwized in the profit and loss account.

In terms of the cash flows (concerning the costsalés), PBG remains hedged by the open
currency positions of the FX market in FY 2009 lve amount of CAD 3.65 million (of which
CAD 1.3 million in the 1 half of 2009) and in FY 2010 and subsequent yiatlse amount of
CAD 30.72 million (of which CAD 9.7 million in thé&® half of 2010). These transactions were
concluded at the average weighted forward rateAID/BLN 2.16 CAD/PLN. Based on the data
received from the banks, the balance sheet valuatidhe open currency positions in the FX
forwards amounted to PLN 14.19 million as of 31 &waber, and due to the occurrence of the
loss of effectiveness of hedging instruments thewarhof PLN 13.74 million was recognized in
the profit and loss statement of PBG and the reimgimmount of PLN 0.45 million was
recognized in equity. The profit and loss on thaized (settled) in 2008 FX forwards amounted

to PLN 0.07 million, which was recognized in thesolidated profit and loss account.
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At the same time, the Board of Directors of PBGW8hes to stress that due to a high exchange
rate of EURO, PBG receives higher revenues expiessePLN from the contracts for
construction works, which compensates the impacthef negative balance sheet valuations
recognized in the profit and loss statement forZ008. The concluded and settled FX forwards
are aimed to limit the impact of negative changedoreign exchange rates on the operating
expenses of PBG SA, i.e. hedging the operating imagjculated in the budget of a contract.

The hedging contracts are concluded in accordantethe applicable strategy of PBG with

regard to hedging its business activities agamstin exchange risk.

The basis of the strategy is the adjustment of imgdimstruments to the planned transations of
the hedge contract, taking into account the netosxge, asking rate, time horizon, and
quantitative distribution of quarterly foreign excige revenues. By adopting the approach of
maximum limitation of the impact of foreign exchangsk on the operating profit (loss), PBG
made a decision to use forward transactions. Thempaay applies hedge accounting, which

requires carrying out quarterly measurements oétfextiveness of hedging instruments.

The effectiveness of a hedging instrument is \etifon the basis of an indicator that is defined
as a quotient of a change in the fair value oftibdging instrument (a forward contract) to a

change in fair value of the secured item (revenueast). The change of the value of the

instrument (a forward contract) is recorded frora tlate of its conclusion to the balance sheet
date.

Depending on the value of the quotient (indicatef@rred to above, the following scenarios are
possible:

a) if it comes to 100%, we acknowledge that thegked completely effective and the
change in the valuation of the hedging instrumemecognized in the equity — from the moment
of realization of the secured item (revenue or)dbstoes not affect the financial profit and loss;

b) if the indicator falls within the range from 8086 100%, then the hedge is also
considered as being effective — the recognitiothefforward is the same as presented in point
“a” (in the Company’s equity);

c) if the indicator falls within the range from @0to 125%, in the forward there is the

so-called effective part (the equivalent of 100%gagnized in the Company’s equity and the

60/93



Report of the Board of Directors of PBG S.A. on the @any's operations in FY 2008

ineffetive part (above the level of 100% but belb26%) chargeable to the profit and loss of the
Company;

d) if the indicator falls below 80% or above 125%e hedge is considered as completely
ineffective — the change in the valuation of thddieg instrument is recognized in the profit and

loss of the Company.

At the moment of closing the hedged item (i.e. willea revenue is realised or the cost is
incurred) one of the following scenarios is possibl

a) if the instrument was recognized as effectikie,fdreviously recognized changes in the
fair value of the forwards are cross-posted fromehuity to the profit and loss, and the realized
revenue in the foreign currency is recognized at ¢brrent exchange rate adjusted for the
difference between the current exchange rate ofotiveard closing date and the forward rate. In
consequence, revenues in foreign currency are mezsén the profit and loss statement at the
forward rate (or at the approximate rate, if thevard closing date does not fall on the revenue
realization date),

b) if the instrument was ineffective, then the pgrof loss straty arising from the change
in its fair value are charegeable earlier to thadipand loss of the Company - before the revenue
IS realized. The revenue is recorded at the mowfaig occurance at the current rate.

Due to dynamic changes of the foreign exchanges riat¢he fourth quarter 2008, some of the
transactions lost their effectiveness (the case dbbve). As a result, the valuations of the
ineffective transactions (and whose completiongi&t in FY 2009) had to be recognized in the
profit and loss without the corresponding revermeenfthe contract. In FY 2009 these revenues
will be calculated at the current rate, and theatigg valuation of the forward will not affect the
revenue, which is supposed to be hedged by it.erwdt only occur a flow on the account of

closing of the instrument.

In summary: hedging transactions are aimed to helgecontract margin during its entire

duration. The method of measuring effectivenessgmed above in the hedging policy and the
recognition of the valuation of hedging transactiam accordance with the hedging policy (the
ineffective hedges) may result in a movement ofdfiect of the hedge for the earlier periods
than the recognition in the profit and loss of kieelged item, which is the revenue. It should be
noted however, that after the completion of thererdontract the effect in terms of balance is

the forward hedge rate. Therefore, if in one quatte valuation has a negative effect on the
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profit and loss, this result is “made up for” inetfiollowing quarters, which means that the
balance of revenues from the entire contract ismmensurate with the hedge rate.

To avoid the situation of recognizing the effectgshe hedge in other period than in the period
when the hedged item is recognized, from 1 Jan@@fP PBG Capital Group is planning to
introduce a change of the method of measuring hetfgetiveness for the forward transactions
within the Company, which will allow to minimizedteffect of foreign exchange fluctuations on

the Company’s profit and loss in individual quastef the FY.

The Board of Directors once more wishes to striss, the applied hedging policy ensures the
implementation of contracts at the level of thevgresly assumed margins, irrespectively of the
foreign exchange fluctuations and does not impaetfindamental valuation of the Company.
At the same time, the application of hedges alltavprecisely estimate future interim profits

from contracts and ensures that none of the coadltrdnsactions is of speculative nature.

Following the news recently published by media esnimg the problem of a wide usage by
companies of Currency Interest Rate Swap transec{iGIRS), the Board of Directors wishes to
inform that neither PBG SA nor any of the Capitab@'s companies did use such type of

instruments.

XVIII. RISKS AND THREATS. FACTORS AFFECTING THE DEV ELOPMENT OF
PBG S.A. CAPITAL GROUP

External factors

1. Competition risk

PBG Capital Group operates on the competitive markspecialist construction services mainly
in the natural gas, crude oil, fuel, as well asewaupply and sewerage and road construction
and sectors. Apart from the price, the key facttedmining competitiveness of any company is
its track record in terms of the execution of comxplspecialist projects, relevant customer
references, high quality of services, and efficierganisation enabling timely performance of

contracts in line with the efficiency assumptions.
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PBG SA limits competition risk by:

» searching for niche products and services,

» focusing on high quality of rendered services,

e consistently improving its qualifications in termofsstate-of-the-art technologies enabling
to develop and place a competitive service offeth@emarket,

» diversifying areas of its business activities,

e forming strategic alliances with reputable foreigpmpanies operating on the Polish
market and abroad.

Furthermore, by entering new geographical markéts,Company may also minimise the risk

associated with competiton.

2. Economic situation in Poland

In 2008, the Polish economy witnessed a cyclicahkeaing of the economic growth on a
month-by-month basis, as experienced during thteyksers. During the whole year, the growth
rate of the GDP decreased from 6.7% at the end00¥ 20 reach 4.8% at the end of 2008.
Deteriorating perspectives for the economic growdbulted in the drop in inflation, which

prompted the Monetary Policy Council (RPP) to comagecyclical reductions in the interest
rates in the fourth quarter of 2008. At the enthefyear, the NBP (the National Bank of Poland)
reference rate was 5% after subsequent cuts by &bbypovember and 75bp in December
respectively. The weakening inflation, measuredh®yConsumer Price Index (CPI), amounted
to 3.3% YoY at the end of December 2008 in compari® its peak of 4.8% YoY at the end of
the first six months of the last year. It was causgost of all by the drop in prices of raw

materials and food products.

The achievement of the planned by PBG SA stratedjectives and financial results are
affected, among other things, the macroeconomimifageferred to above, which include: the
growth in GDP, inflation, the overall condition tife Polish economy and legislative changes.
Adverse changes of macroeconomic indicators maytresa reduction in the planned revenues

or an increase in the operating costs.

The forecasts concerning the economic situatioRatand for the coming months envisage a
further drop in GDP. It is caused to a greater Xy the recession mainly in the United States
and the Eurozone, which translates into, a moifecdif access to financing of new investment
projects, a slump in exports, a growth in unemplegtn a reduction in consumption and in

consequence the expected inflationary trend andytbeing trade deficit. The results of the
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economic slowdown also include a drop in pricesa@f materials and building materials, access
to cheaper work force and sub-contracting compamiagch may translate into a reduction in
the operating expenses and consequently to arriseei Company’s profitability. It has to be
noted, however, that the drop in economic actisitrePoland is not likely to be as noticeable as
in other countries. It is chiefly related to thdimation of the European Union funds earmarked
for Poland predominantly for infrastructural invesint projects, environmental protection and
investment projects associated with the Europeantbiati Championships to be held in Poland
in 2012. The currently implemented projects ar# Baing finances from the Cohesion Fund
(with its forecasted financial support of EUR 4i8idn in 2004-2006). Furthermore, projects
co-financed by the European Union from the apprdwedget of the European Community for
2007-2013 are also being launched with the enviséigancial support for Poland in the amount
of EUR 63 billion.

3. Poland’s accession to the European Union

Poland’s accession to the European structuresibated to an increase in interest of the global
international companies providing similar servit¢esthose offered by PBG SA to enter the
Polish market. This may cause a more stiff comipetiind reductions in margines.

Having won a number of contracts of considerablae;@®BG SA have proven that the Group is

well prepared to compete against the foreign cornegan

Furthermore, opening of the European markets msy @iovide an opportunity for PBG to enter

new geographic markets.
To fully benefit from opportunities resulting froRoland’s accession to the EU, PBG SA:

* Forms strategic alliances with the foreign compsmperating on the Polish market to
implement joint projects,

e Have implemented and is developing its high quaiphagement culture,

e Offers superior quality of services confirmed bg implemented standards: PN-EN ISO
9001:2001, PN-EN 729-2, AQAP 2110:2003,

» Consistently raises the level of qualificationsitsfemployees, especially in the area of
state-of-the-art technologies, which enables tceldgvand position a competitive offer

on the market.

64/93



Report of the Board of Directors of PBG S.A. on the @any's operations in FY 2008

Internal factors

1. Unfavourable changes in tax regulations

In Poland, tax regulations related to taxation abibess activities are subject to frequent
changes. Therefore, there is a risk of changespplicable tax regulations, which may be
introduced in such a manner that they may turn@bie less favourable for the Company or its
customers, which in turn may adversally affect fiicial results generated by PBG SA, either

directly or indirectly.

2. Foreign exchange rates

The whole year of 2008 was characterized by undgdale changes on the FX market in

Poland. In the first six months, a continuous gheaning of the zloty was observed, especially
against the US dollar and Euro. During the secaaltl df the year, a deep depreciation of the
Zloty took place. It was caused by a number ofdi@ctnot entirely related to the fundamentals of
the Polish economy. The risk associated with flatituns of foreign exchange rates directly
impacts PBG SA, because the Company implementgamtstco-financed by the EU Funds,

which, to a greater extent, are denominated in EMi@reover, some costs associated with the
implementation of contracts, mainly related to jpases of equipment, is also incurred in
foreign currencies: EUR and CAD. The Group minirsiZereign exchange risks by using the

appropriate financial instruments and by tranghgrmart of that risk onto their subcontractors
and suppliers of materials and equipment. In thenewf purchase of foreign machines and
equipment of significant value required for thefpenance of contracts, the foreign exchange

risk is minimised with financial instruments avéaila on the market.

In the future, the FX risk will be minimized thantesthe planned change of the currency of the
contracts finances by the EU funds from Euro topbksh zloty (some recently singed contracts
are already denominated in PLN).

In the long-term perspective, this riks will be ther reduced due to Poland’s joining the

Eurozone.
3. Risk associated with the industry’s seasonality

The majority of revenues from sales are generatgdPBG SA in the construction and
installation sector, which is characterized bygbetoral seasonality of sales. Seasonality of sales

depends mainly on the following factors which aggdnd the Company’s control:
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- weather conditions in the winter season, limitibg a greater extent, the performance of a
considerable part of works. Difficult weather camahis, which are more adverse than the

expected, may also reduce the Company's revenues.

- the majority of investment cycles planned by oostrs in such manner that they are completed

in the last several months of the year.

Following the above, revenues generated by PBGr8Ahe lowest in the first quarter and their

considerable growth can be observed in the secalfidfthe year.

4. Risk associated with loosing key personel
The business of PBG SA is based primarily on theakaedge and experience of highly qualified

personel, especially engineers.

There is a potential risk of employees of key im@oce for the Company's development
leaving, which in turn might affect the quality sérvices. However, the situation on the job
market has deteriorated recently, the unemploymaethas increased and the forecasts for the
coming months do not envisage a reversal of thisdrwhich obviously results in a reduction in
the risk associated with loosing members of theagament and a higher level of loyalty of the
employees in relation to the Company.

The following factors limit the risk of losing kesmployees: Well-developed internal corporate

culture of PBG SA, thanks to which the employeesidy with the Company,

« Development of incentive-based and loyalty-baseturesration programmes,
* Knowledge management and extensive training program
e Good opportunities for personal and professionaveipment in a dynamically

developing Company.

5. Risk related to non-performance of contract

Contracts for construction works contain a numkfeclauses regarding the proper and timely
performance of the contract, elimination of defecééd guarantee deposits or contract
performance bonds (bank or insurance guarantees)ided by the company. A contract

performance security is usually provided on thetr@mt signing date and settled after the
contract is completed. The amount of this secutégpends on the type of contract; it usually

amounts to 10%. In the case of non-performancenpraper performance of contracts signed by
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PBG SA, there is a risk that its customers maynctlaiontractual penalties or contract
termination. To minimise this risk, PBG SA undedslkhe following measure:

» Contracts are insured (including subcontractors),
* The organisation is consistently improved throughtraining programme preparing a
group of employees to become certified project rgarg and the extensive use of IT

tools in the process of design and managementogéqis

6. Risk of dependence on key customers
Currently, the key receipient of services provided PBG in the natural gas and crude oill
segment is PGNIG. It is the result of signing tvamttacts for this client of a considerable unit
value for the amount of nearly PLN 2.5 billion. Bkecontracts represent the largest contracts
PBG has ever won within the investment project BNIG. It is necessary to note, however,
that PBG strategy envisages implementation of ptejeith a high unit value, which may cause
an increase in the share of sales for the benfedibe client in total revenues. To reduce the risk
associated with dependence on key clients, PBGmgireiously winning new clients for its
services, such as: the Armed Forces — NATO, PKNPERN, LOTOS, Naftobazy, OLPP
and foreign companies. In 2008, the share of thge#d clients in revenues from sales of PBG
did not exceed several percent.
PBG is planning to further reduce the risk through:

« Diversification of sources of revenues and winmegy clients,

« Execution of contracts, in particular for local gowments financed with the EU Funds,

» Activities on foreign markets.

7. Risk associated with current operations
PBG business operations, in particular works inmglvany running equipment and facilities,
may be a potential source of threats, includingpbssibility of a breakdown causing human or

property losses.
PBG SA Group counters this risk by:
* insuring operations of Capital Group companiesraiaiivil liability;
e continuously providing up-to-date personal protecgquipment to employees,

» training and development of staff qualifications,
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» constant control of all facilities and equipmengdis

» _regular H&S training and supervision.
XIX. STRATEGY OF PBG S.A. AND ITS CAPITAL GROUP

The strategy of PBG SA is based on the systematiaclong-term increase in value of the
entire Capital Group through the development of oneof the largest construction groups in

the Central and Eastern Europe.

WIE HWIE T WIEG WIG:

g U U

This strategy will be achieved through:

» achieving a dynamic increase in revenues from sagle maintaing the leasing position
among the most profitable construction companiesiwilar business profile listed on
the Warsaw Stock Exchange;

* winning and implementing profitable contracts oghiindividual unit values, with the
utilization of the combined potentials of the Comiea of the Capital Group;

» diversifying its operations to include road builglinndustrial facilities, underground car
parks, the underground and sport facilities;

* and expansion on foreign markets.

The activities that are aimed at the implementatiorof the adopted strategy of PBG and its

Capital Group in the near future will focus primarily on:

1. Strenghtening its position in the segment of cde oil and natural gas through winning

and implementing the largest contracts in Poland;

2. Strenghtening the Company’s position in the sest of infrastructure and hydro-
technology through:
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- a merger of the companies Hydrobudowa Polskamatiobudowa 9;

- extension of its operations to include contraftts the construction of the underground,
underground car parks, industrial facilities;

- participation in the implementation of contracttated to the organization of the European
Football Championships EURO 2012;

3. Expanding its operations on the market of locaload building by:

- investing in road building companies and winnirggv contracts of a considerable unit value;

- participating in projects ensuring access todbposits of aggregate necessary to build road
and railway tracks;

4. Expansion on foreign markets through:

- winning contracts for the construction of natugas and crude oil installations of an ever
growing unit value for investors in Norway;

- implementing exports contracts in co-operatiatiolish banks;

- commencing business operations in Ukraine thraauisition of a contracting company;

- strategic co-operation with global internationampanies;

5. Optymization of the structure and organization & PBG Capital Group to reduce
operating costs through:

- establishing low-cost contracting companies t#itimplement contracts of low unit value;

- transferring headquarters of subisidiaries to ¥ggdowa to the headquarters of PBG Capital

Group and development of the created thus realeptieg;

6. Investments in projects related to infrastructure outsourcing brining in long-term and

stable revenues;

7. Securing financing of the operations of the PB@apital Group Companies through:

- seeking new long-term sources of financing (fdice short-term debt to long-term debt).
Strategy in practice

The accomplishment of the strategic objectives assfple, among other things, due to the

organization of PBG Capital Group alongside theividdial areas of its operations. The

69/93



Report of the Board of Directors of PBG S.A. on the @any's operations in FY 2008

development of the Capital Group can be best trbgedoking at its organizational chart from
the last FY and comparing it with the current stue.
The PBG Capital Group organizational chart (inahgdshare of PBG in the total votes) as of 31

December 2008 is presented below.
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As of the report submission date, the organizatiohart of PBG Capital Group was as follows
(including share of PBG in the total votes):
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Contracting Companies

Operations abroad
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Establishment of a strong entity operating in theimnmental protection and hydro-technology
market was a strategically important move. The mergf Hydrobudowa Wioctawek and
Hydrobudowa Slask SA came into effect on 27 Auge@07 (before 7 January 2007, the
company operated under the name Hydrobudowa Wiest&8A, currently the company’s name
is Hydrobudowa Polska SA). As a result, a competigntity was formed in the environmental
protection market, which should be in a positiosing its potential, experience, and customer
references, to win the largest contracts co-findneith the EU funds and implemented as part
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of the development projects preparing Poland ta flos European Football Championships
EURO 2012. The acquisition process of Hydrobudowhy9Hydrobudowa Polska from its
shareholders was completed by the end of the thudrter of 2008. As a result of this
transaction, Hydrobudowa Polska took up 100% ofeshan Hydrobudowa 9. It was carried out
through the close issue of shares only for the fitavfehe current shareholders of Hydrobudowa

9 in exchange for the transfer of all its assetdydrobudowa Polska.

Furthermore, in 2007 and 2008 PBG SA focused orctiation and strengthening of its new
business segment abad building. In this segment of its operations, PBG CG wawts t
implement contracts related to the building of looaads for communes and districts. In
addition, a newly established company Brokam gsiatideoperate in this segment in connection
with an investment in aggregate mining facilititss to secure the access to aggregate to road
building companies and other Capital Group commanireMarch 2008, another company joined
the road building segment — Betpol; its task isupport other road building companies both in
terms of project implementation potential and costp references. Moreover, also in March
2008, PBG established another entity in this segmeAprivia. The task of Aprivia is to
strengthen the position of PBG Capital Group inghea of road building, including the winning
and implementation of contracts and organisatiofinaincing. Road building is a new strategic
area of the Capital Group’s operations. The roaiddimg projects are co-financed by the
European Union and are a priority for the Governinaiere to the organization of EURO 2012 in
Poland. PBG Capital Group business activities iis segment should allow for a further
dynamic increase in the Capital Group’s revenuesthErmore, In addition, an additional
benefit of this is the possibility of keeping ptafhargins within PBG Capital Group, mainly at
the implementation of contracts for the constructtd sewerage systems, where a considerable

part of works are reconstruction works.

Operations abroadis another strategic segment of PBG Capital Gbp'siness. Acquisitions

of foreign companies enable the Company’s exparmitside Poland as well as the extension of
its contracting and project implementation potdrdgtahnome. This includes the design activities
and project management. As a result, a new ardgheofsroup’s business operations is being
created. In line with its strategy, by the datesobmission of this report, PBG acquired a 51%
stake in a Slovak engineering company Gas & Oilikg®ying AS and increased the Company’s
share capital and — consequently — its intere€2td5%. PBG SA also established Excan Oil
And Gas Engineering Ltd. in Canada, taking up 10§i%s shares. Another element of PBG
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strategy of its expansion into foreign marketstgsantry on the Ukrainian market through an
acquisition of a contracting company. The acqusitf this Company should be finalized in the
first half of 2009. The current situation may seemndicate that the Ukrainian market should
not provide any tangible benefits to PBG SA, howgirethe long-run, the Company considers
that market as having great potential. The acgomsivf the Ukrainian company should provide
visibility of PBG SA on that market. Gradual wingirof ever larger contracts should have a
considerable impact in terms of taking steps to wontracts in the crude oil and natural gas
segment and water segment, which will be co-findrimethe EU in order to adjust the local gas
and water distribution networks to the standardstieg in the Western Europe. The amount of
EUR 2.5 billion has been referred to and this amasiigoing to grow still. Moreover, in April
2009, PBG established PBG Export, a company whaseapy business is to win export
contracts and their implementation. All above-mem#id measures have in mind achieving PBG
strategy that focus on the establishment of thgektrbuilding and engineering company in the
region of Central and Eastern Europe.

Mix-purpose building is another, the the time being, segment of the Gmylp operations. It is

an area, which is not considered as strategic b B@, however, in time it may become a
significant part of the operations of the whole GyoWithin this segment, PBG DOM has been
established. Its task is to manage the real prpmevhed by PBG Capital Group and its most
effective use or disposal. As part of its long-tgstans PBG SA is planning to expand its real
property development operations, yet not in theadtar of a building contractor but also as a
developer. The Company is currently buying attxecplots of land that are going to be used for
real property development projects at the time whie® current trend on the residential

construction market has been reversed.

As part of the optimization of the structure andaization of PBG Capital Group and to lower
its operating costs, PBG SA established PBG Tedgmwl(before this company operated under
the name Hydrobudowa Konstrukcje) in April 2009.isTkompany will implement smaller
contracts and focus its operations on providing @ohtracting services.

An important role in the future business operatioh$®BG Capital Group can be played by
investment projects in the infrastructure outsaggciwhich should ensure long-term and stable
sources of revenues to the Group. This includesoouting of transmission and distribution of

natural gas, wind energy and water distributionwoeks. This direction seems to be so
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appropriate and promissing, that PBG SA has reddivet expressions of interest on the part of
foreign financial investors that are prepared ferdfinancing for projects for the amount of GBP

200 million under the execution of joint undertajsn

In the reporting period, the parent company of B85 Capital Group was not the only entity
engaged in acquisitions. Infra SA, a subsidiaryRB8G S.A, owing to its relatively fast

development and a prospective market in order ¢cease its contracting potential also carried
acquisitions. It operates on the environmental gmtxdn market, however, and predominantly
specializes in renovations of the existing wateppdy and distribution and sewage drainage
networks. It offers services that demand use aési&the-art technologies, thus the competition
on the market is limited in principle to foreignnepanies, which in turn enables achieving
attractive margins. In 2007, the Company’s renavasegment was widened by the acquisition

of PRIS and in 2008 Infra acquired shares in Wiartm

Beside the elements of the executed strategy eefdéa above, the Board of Directors of PBG
SA still consider investing in the Companies of @eapital Group and increasing its contracting
potential as a significant objective. Hence, tmerggthening of Infra’s position by its acquisition
of shares in PRIS and Wiertmar.

XX. MAJOR ACHIEVEMENTS IN RESEARCH & DEVELOPMENT

In the reporting period, PBG SA recorded no majti@vements in the area of research and

development, which could substantially affect trmmpany’s financial result.

XXI. CURRENT AND FORECAST FINANCIAL STANDING
All financial ratios and data are based on the dgihg financial statement drawn up in
accordance with the International Accounting Stadsla

At the end of 2008, PBG SA recorded, in comparisih the corresponding period of last year,
an increase in revenues from sales by 24%. PBGeS@nues increased from PLN 459,285 in
2007 to PLN 571,576 at the end of 2008. Costs adiyct sold in the period under analysis went
up by 18% and amounted to PLN 465,846.
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PROFITABILITY RATIOS

NAME CALCULATON FORMULA 2008 2007
Gross Profit Margin 9T§§ profit / revenues from salg 18.5% 14.1%
Retur_n on Sales (ROS) — profit | gross profit from sales / revenug 12.0% 7 7%
margin from sales * 100
. . : operating profit / revenues from 0 0

Operating Profit Margin sales * 100 12.6% 10.7%
Net Profit Margin Qggproflt / revenues from sales 10.2% 10.9%
ROA net profit / total assets * 100 4.4% 3.8%
ROE net profit / equity *100 7.7% 7.0%

A higher growth of revenues from sales in relatiorcosts of product sold positively impacted
the profitability ratios at practically all levelsf the profit and loss account. The Company’s
gross profit margin increased to 18.5%, i.e. a ¢gnowf 4.4 % in FY 2008. Its operating profit
margin amounted to 12.6% at the end of 2008 in @ispn to 10.7% in 2007. The return on
assets (ROA) ratio increased at the end of 200&mparision to the value of this ratio at the
end of 2007 by 0.6%, from 3.8% to 4.4%. Its growtls mainly affected by the higher growth
rate in net profit, which amounted to 17% than @erease in total assets, which amounted to
2.4%.

Return on equity reached 7.7%, i.e. 0.7pp morébBZompared to 2007.

LIQUIDITY RATIOS

NAME CALCULATION FORMULA 2008 2007

Current Ratio current assets / short-term payb 2.69 2.19

current assets — short-term

Working Capital (in PLN 000) | o ples

489,729 | 421,207

Share of working capital in asssq working capital /total assets 36.54% 32.19%

At the end of 2008, current ratio grew in comparigo the result achieved at the end of the

corresponding period last year. Its value amoutde?|69 as compared to do 2,19 in 2007. Both
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in 2007 and 2008, PBG SA would have been ablegayrall incurred liabilities in the event of
their immediate enforceability. An increase in PB®@Jorking capital was recorded. At the end
of 2008, its value amounted to PLN 489,729 in canspa to PLN 421,207 at the end of FY
2007, which represents a 16% increase. The intatppe of the result of working capital is
quite unambiguous: its growth signals a more faabl# financial standing of the analysed
company, since working capital is a reserve thaakshich the company can satisfy its current
needs. The share of working capital in total asastsunted to 36.54% at the end of FY 2008
and was higher by 4pp than the result recordeldea¢ind of FY 2007.

TURNOVER RATIOS

NAME CALCULATION FORMULA 2008 2007
1 *
Inventory Turnover Ratio (days) average inventory * 360/ cost of 21 14
products sold
1 *
Receivables Turnover Ratio (day i;gsge trade receivables * 360 239 228
*

Payables Turnover Ratio (days) 2g§{i?%:g%%itpsaglgbles 360/ 103 90

In 2008, the ratios of turnover of inventory, re@diles and payables went up in comparison to
the corresponding period of last FY. The inventmmnover ratio in terms of days in inventory
amounted to 21 in the reporting period, i.e. byaysdmore than the ratio recorded in the
corresponding period in FY 2007. In 2008, the Comypfaster settled its payables than collected
its receivables. The turnover of receivables ineedaby 11 days and amounted to 239 days. The
turnover of payables increased by 13 days and atedua 103 days.

The cash conversion period calculated as a difeer&etween the sum of the inventory turnover
ratio in days and the receivables turnover ratidags and the liabilities turnover ratio in days
amounted to 157 days in 2008 in comparison to 1&% dn FY 2007. That means that the

Company increased financing of its current assétsitg own equity by another 5 days.

SOLVENCY (DEBT) RATIOS

CALCULATION FORMULA 2008 2007

Debt Ratio total debt / total assets 0.43 0.45
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Equity to Debt Ratio equity / total debt 1.31 1.22
Long-term Debt long-term payables / total assets 0.22 0.18
Short-term Debt short-term payables / total asset 0.22 0.27

equity + reserves and long-term

liabilities / fixed assets 1.87 1.79

Total Assets to Fixed Capital

Debt to Equity Ratio total debt / equity + reserves 0.68 0.77

The share of debt capital in total assets decrelag&pp in comparison with the corresponding
period in FY 2007. The share of debt capital infihancing structure amounted to 43% at the
end of FY 2008 compared to 45% at the end of FY728@ increase was recorded in the case of
the long-term debt ratio, which in FY 2008 increh®g 4% in comparison with the FY 2007.
The ratio of short-term debt decreased by 5% aettteof FY 2008 in comparison with the ratio
at the end of FY 2007. The equity to debt ratithatend of FY 2008 amounted to 1.31. It is a
better result compared to the result recordedeaetid of 2007. The achieved result means that
the whole debt is covered by equity, which is eliger than the debt by 31%.

The total assets to fixed capital ratio amounted.8Y at the end of 2008 in comparison with
1.79 of the corresponding period of last year. Thaans that the Company’s fixed capital could
have been financed in 187% with equity, reserveslamg-term liabilities.

The debt to equity ratio amounted to 0.68 at thé @n2008 in comparison with 0.77 in the
corresponding period of last year. That means,fratdach zloty of equity, PBG had 0.68 zloty
of borrowings. In comparison with the correspondpeyiod of last last year, the result has

slightly improved.

ASSET MANAGEMENT RATIOS

NAME CALCULATION FORMULA 2008 2007
Total Asset Turnover Ratio revenues from sales / total asse 0.43 0.35
Fixed Asset Turnover Ratio revenues from sales / fixed ass 1.02 0.86

The ratio of total asset turnover increased at énd of FY 2008 in comparison to the
corresponding period of last year by 8pp. The iaseeof the ratio results from a faster growth in

revenues from sales in comparison with net as$éts fixed asset turnover ratio also increased
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in the reporting period and achieved the resuliebdty 16pp than the ratio of the corresponding
period last year, i.e. 102%. This indicator indésaby how many times the volume of sales is

higher than the quantity of fixed assets engagelddroperations of the company.

CHANGES IN THE PROFIT AND LOSS ACCOUNT

PBG 2007 2008/2007

Profit and Loss Account (in PLN ‘000)

Net revenues from sales of products, goods an 571,576 459,285 124%
materials

Costs of products, goods and materials sold 465,846 394,461 118%
Gross profit (loss) on sales 105,730 64,824 163%
Costs of sales 0 0 0%
General administrative expenses 36,984 29,586 125%
Profit on sales 68,746 35,238 195%
Other operating revenues 4,938 16,306 30%
Other operating expenses 1,656 2,306 72%
Operating profit (loss) 72,028 49,238 146%
Financial revenues 28,189 17,141 164%
Financial expenses 29,155 17,150 170%
Profits/losses from investments in related entiti 2,527 12,450 20%
Profit (loss) before tax 73,589 61,679 119%
Income tax 15,120 11,582 131%
Net profit 58,469 50,097 117%

At the end of FY 2008, the Company’s net profitaleed PLN 58.47 million and was by over

PLN 8 million higher compared to the result achtee¢ the end of FY 2007, which gives a 17%
increase. Furthermore, the results at all levelshef profit and loss account indicate that the
growth trend is maintained: the gross profit oresah comparison with the result achieved in
the corresponding period of last year increase®3%, profit on sales almost doubled and the

operating profit grew by 46%.

Revenues from sales

In 2008, revenues from saleof PBG SA amounted taearly PLN 572 million min zt and
increased by o 24% The largest share in revenues from total salesreeorded in theatural

gas and crude oilsector, which constituted ovéf..4%. The second largest contributor was the
residential and industrial building sector. Its share in revenues from sales in the reporting
period amounted t@5.8%. The water segmentcame third in term sof its share in revenues
from sales and represent#d.6%. Another segment in terms of its constribution wreesfuels

sector, whose share in revenues constitut®d9%. The smallest share in revenues from sales
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was reported irthe road building and other service segmentsvhich represented.1% and

4.1% of the value of revenues from sales respectively.

Costs of sales

In 2008, costs of sales amounted to nearly PLN 466 millionnd increased only by 18%in
comparison with their corresponding value at the ehthe forth quarter 2007. The share of the
costs referred to above in revenues from salesidenably changed. Their value at the end of
2008 represented 81.5% of the revenues comparé&b.8% at the end of FY 2007, which

constitutes a 4% drop.

In 2008, PBG SA concluded transactions hedging sxgoto foreign exchange risk associated
with the cost of sales. The hedging transactionewencluded following the principles of the
applicable hedging policy. Based on the data reckifrom the banks, the balance sheet
valuation of the open currency positions in the fBXvards amounted to PLN 14.19 million as
of 31 December 2008, and due to the loss of effectdss of hedging instruments the amount of
PLN 13.74 million was recognized in the profit diods statement of PBG and the remaining
amount of PLN 0.45 million was recognized in equifjne profit and loss on the realized
(settled) in 2008 FX forwards amounted to PLN h@lifion, which was recognized in the profit

and loss account.

General administrative expenses

General administrative expensedor the whole of FY 200&mounted to nearly PLN 37
million and were by 25% larger in comparison to the corresponding period of ¥t The
share of general administrative expenses in rexefiam sales increased in the reporting period
when compared to the result achieved in 2007 frof866to 6.5%, which represents a 0.1%

increase.

Other operating revenues

At the end of 2008pther operating reveneus reached nearly PLN illion, a part of which
were reveneus from lease (over PLN 1.2 milliongereed compensation (PLN 0.44 million),
reversal of allowances to reduce accounts recavaidl profit from sale of non-financial fixed
assets. The value of the other operating reveisuesver by 70% in comparison with the value
in the corresponding period of FY 2007.
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Other operating expenses
Other operating expensegor FY 2008amounted to PLN 1.7 millionand were lower b28%
than their value at the end of FY 2007. These esg&included donations, released provisions

for future expenses associated with provided gueesrand asset writedowns.

Financial reveneus

Financial revenuesat the end of FY 2008mounted to over PLN 28 million andwere higher

by 64% in comparison with the corresponding period of {asir. The main item in the financial
revenues is bank interest of c. PLN 11.8 millionterest on loans granted — PLN 3.4 million and
interes on bonds issued by the Capital Group compaand taken up by PBG — PLN 5.7
million. Futhermore, a significant item in the foia revenues was FX differences, which

amounted to nearly PLN 2.5 million.

Financial expenses

In FY 2008,financial expenses amounted to over PLN 29 milligrand this amount is b§0%
higher than the value of financial expenses in the cooedmg period of last year. The most
significant item in the financial expenses is iattron bonds issued by PBG SA at end of 2007 -
PLN 16.9 million. Moreover, interest and commissian bank credits in the amount of PLN

12.1 million was another significant item in thategory.

Profits from investment in related entities

At the end of 200&rofits from investment in related entities amounted to ovePLN 2.5
million and were lower by0% in comparison with the amount achieved in the amoading
period of last year.

The following entries were recognized in this iten2008:

- profit from sale of shares in Bathinex of PLN iélion;

- profit from sale of shares in Apartamenty Pawkée of over PLN 0.9 million.

In 2007, the following entry was recognized:

— profit from sale of shares in KRI and PGS of heBLN 12.5 million.
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STRUCTURE OF ASSETS

Assets (in PLN ‘000)

FIXED ASSETS

2008
560,298

% share

41.8%

2007
533,871

% share

40.8%

Intangible assets 10,596 0.8% 8,675 0.7%
Goodwill acquired in business

combination 1,606 0.1% 1,606/ 0.1%
Tangible fixed assets 148,116 11.1% 132,946 10.2%
Investment property 710 0.1% 710, 0.1%
Investments in related entities 330,226 24.6% 255,249 19.5%
Other long-term financial assets 51,309 3.8% 125,187 9.6%
- from related entities 29,916 2.2% 108,995 8.3%
- from other entities 21,393 1.6% 16,1920 1.2%
Long-term receivables 9,508 0.7% 9,094 0.7%
- from related entities 0 0.0% 0 0.0%
- from other entities 9,508 0.7% 9,094 0.7%
Deferred income tax assets 0 0.0% 0 0.0%
Long-term prepaid expenses 8,227 0.6% 404 0.0%
CURRENT ASSETS 780,066 58.2% 774,738 59.2%
Inventories 32,623 2.4% 21,737  1.7%
Receivables from contracting parties fq

works under contracts for long-term /

construction service 179,287 13.4% 112,488 8.6%
- from related entities 6,994 0.5% 8,649 0.7%
- from other entities 172,293 12.9% 103,839 7.9%
Trade receivables 250,802 18.7% 216,742 16.6%
- from related entities 26,662 2.0% 16,199 1.2%
- from other entities 224,140 16.7% 200,543 15.3%
Current income tax receivables 0 0.0% 0 0.0%
Other short-term receivables 23,462, 1.8% 8,622 0.7%
- from related entities 5,838 0.4% 1,763 0.1%
- from other entities 17,624 1.3% 6,859 0.5%
Other short-term financial assets 122,237 9.1% 79,093 6.0%
- from related entities 79,096 5.9% 66,2760 5.1%
- from other entities 43,141 3.2% 12,817 1.0%
Cash and cash equivalents 165,905 12.4% 328,669 25.1%
Short-term prepaid expenses 5,750 0.4% 7,387, 0.6%
Fixed assets classified as held for salg 0 0.0% 0 0.0%
TOTAL ASSETS 1,340,364 100.0% 1,308,60¢ 100.0%

Structure of assets did not change considerabl20d8. At the end of 2008, fixed assets
represented nearly 42% of total assets, and thanesncreased just by 1 pp. In 2008, the share
of current assets in total assets decreased by Inparison with the corresponding period of
last year and represented 58.2%. The share ofaaditash equivalents in the structucture of

assets considerably decreased and in comparistintihnat corresponding period of last year it
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dropped by nearly 13%. Their share amounted to%2cédmpared to 25.1%. It was mainly

caused by utilizing the resources to finance then@any’s business operations.

CHANGES IN ASSETS

2008/2007

Assets (in PLN ‘000) 2008 2007

FIXED ASSETS 560,298 533,871 105.0%
Intangible assets 10,596 8,675 122.1%
Goodwill acquired in business combination 1,606 1,606 100.0%
Tangible fixed assets 148,116 132,944 111.4%
Investment property 710 710 100.0%
Investments in related entities 330,226 255,249 129.4%
Other long-term financial assets 51,309 125,187 41.0%
- from related entities 29,916 108,995 27.4%
- from other entities 21,393 16,192 132.1%
Long-term receivables 9,508 9,094 104.6%
- from related entities 0 0 0.0%
- from other entities 9,508 9,094 104.6%
Deferred income tax assets 0 0 0.0%
Long-term prepaid expenses 8,227 404 2036.4%

CURRENT ASSETS

TOTAL ASSETS

Inventories 32,623 21,737 150.1%
Receivables from contracting parties for wor

under contracts for long-term / construction

services 179,287 112,488 159.4%
- from related entities 6,994 8,649 80.9%
- from other entities 172,293 103,839 165.9%
Trade receivables 250,802 216,742 115.7%
- from related entities 26,662 16,199 164.6%
- from other entities 224,140 200,543 111.8%
Current income tax receivables 0 0 0.0%
Other short-term receivables 23,462 8,622 272.1%
- from related entities 5,838 1,763 331.1%
- from other entities 17,624 6,859 256.9%
Other short-term financial assets 122,237 79,093 154.5%
- from related entities 79,096 66,276 119.3%
- from other entities 43,141 12,817 336.6%
Cash and cash equivalents 165,905 328,669 50.5%
Short-term prepaid expenses 5,750 7,387 77.8%
Fixed assets classified as held for sale 0 0 0.0%

1,340 364

1,308,60¢

As of the end of 2008, the balance sheet totakséts increased slightly, i.e. by 2.4%, and this

increase was predominantly recorded in receivalftesn contracting parties for works
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completed under contracts for construction/longatservices, trade receivables, investments in

related entities and other short-term financiaétss

The change in current assets amounted to nearf101

In the reporting period, the fixed assets of thenBany grew faster than the current assets.

STRUCTURE OF LIABILITIES

Liabilities (in PLN ‘000)

Equity

2008
761,202

% share

56.8%

2007
720,225

% share

55.0%

Share capital 13,430 1.0% 13,430 1.0%
Tresury shares 0 0.0% 0 0.0%
Share premium reserve 551,178 41.1% 551,178 42.1%
Reserve from the valuation of hedging

transactions and foreign exchange

differencies on consolidation -11,652  -0.9% 1,840, 0.1%
Other reserves 149,777 11.2% 104,948 8.0%
Retained profit/accumulated loss 58,469 4.4% 48,829 3.7%
- profit (loss) carried forward from

previous years 0 0.0% -1,268 -0.1%
- net profit (loss) for the current year o

the parent company shareholders 58,469 4.4% 50,097 3.8%
PAYABLES 579,162 43.2% 588,384 45.0%
Long-term payables 288,825 21.5% 234,853 17.9%
Long-term credits and loans 65,549 4.9% 18,803 1.4%
- from related entities 0 0.0% 0 0.0%
- from other entities 65,549 4.9% 18,803 1.4%
Other long-term financial payables 201,540 15.0% 200,047 15.3%
Other long-term payables 5072 0.4% 300] 0.0%
- from related entities 0 0.0% 0 0.0%
- from other entities 5072 0.4% 300] 0.0%
Deferred income tax provision 4,099 0.3% 3,606 0.3%
Provisions for employee benefits 303 0.0% 327 0.0%
Other long-term provisions 4,206| 0.3% 2,618 0.2%
Government grants 0 0.0% 0 0.0%
Long-term accruals and deferred inco 8,056 0.6% 9,152 0.7%
Shor-term payables 290,337 21.7% 353,631 27.0%
Short term credits and loans 108,51 8.1% 97,154 7.4%
- from related entities 0 0.0% 0 0.0%
- from other entities 108,519 8.1% 97,154  7.4%
Other short-term financial payables 17,543 1.3% 113,372 8.7%
Trade payables 147,630 11.0% 109,439 8.4%
- from related entities 68,901 5.1% 33,704  2.6%
- from other entities 78,729 5.9% 75,735 5.8%
Payables under contract for construct

services 4,452 0.3% 3,768 0.3%
- from related entities 1,273 0.1% 25 0.0%
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- from other entities 3,179 0.2% 3,743 0.3%
Current income tax liabilities 3,548 0.3% 4,731 0.4%
Other short-term payables 6,962 0.5% 22,863 1.7%
- from related entities 3,592 0.3% 139 0.0%
- from other entities 3,370, 0.3% 22,724 1.7%
Provisions for employee benefits 0 0.0% 0 0.0%
Other short-term provisions 303 0.0% 973 0.1%
Government grants 0 0.0% 0 0.0%
Short-term accruals and deferred inco 1,383 0.1% 1,231 0.1%
Liabilities related to fixed assets held 1

sale 0 0.0% 0 0.,0%

TOTAL LIABILITIES 1,340,364 100.0% 1,308,60¢ 100.0%

The above balance sheet represents changes itrubise of the sources of financing in 2008.
The share of payables in the balance sheet totphydibles decreased. The Company’s assets
were financed by equity - nearly 57% and by deld3%. Long-term liabilities represented
21.6% in the balance sheet total of payables, gbort liabilities accounted for nearly 21.7%.
The share of long-term liabilities increased anel share of short-term liabilities decreased in
comparison with the corresponding period of lasiry@he significant items in terms of the
short-term liabilities were: short-term credits dodns and trade payables. On the other hand, in
terms of long-term liabilities category, the sigraint item was other long-term financial
payables (it was the value of bonds issued by tbmgany in December 2007). The most
significant item in the equity category was sharenpum reserve of over 41.4% of the total

value of total capital (it chiefly resulted fromethssue of the Company’s shares carried out in
January 2007).
CHANGES IN LIABILITIES

LIABILITIES (in PLN ‘000) 2008 2007 2008/2007

Equity 761,202 720,225 105.7%
Share capital 13,430 13,430 100.0%
Tresury shares 0 0 0.0%
Share premium reserve 551,178 551,178 100.0%

Reserve from the valuation of hedging
transactions and foreign exchange differenci

on consolidation -11,652 1,840 -633.3%
Other reserves 149,777 104,948 142.7%
Retained profit/accumulated loss 58,469 48,829 119.7%
- profit (loss) carried forward from previous

years 0 -1,268 0.0%
- net profit (loss) for the current year of the

parent company shareholders 58,469 50,097 116.7%
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PAYABLES 579,162 588,384 98.4%
Long-term payables 288,825 234,853 123.0%
Long-term credits and loans 65,549 18,803 348.6%
- from related entities 0 0 0.0%
- from other entities 65,549 18,803 348.6%
Other long-term financial payables 201,540 200,047 100.7%
Other long-term payables 5,072 300 1690.7%
- from related entities 0 0 0.0%
- from other entities 5,072 300 1690.7%
Deferred income tax provision 4,099 3,606 113.7%
Provisions for employee benefits 303 327 92.7%
Other long-term provisions 4,206 2,618 160.7%
Government grants 0 0 0.0%
Long-term accruals and deferred income 8,056 9,152 88.0%
Shor-term payables 290,337 353,531 82.1%
Short term credits and loans 108,516 97,154 111.7%
- from related entities 0 0 0.0%
- from other entities 108,516 97,154 111.7%
Other short-term financial payables 17,543 113,372 15.5%
Trade payables 147,630 109,439 134.9%
- from related entities 68,901 33,704 204.4%
- from other entities 78,729 75,735 104.0%
Payables under contract for construction

services 4,452 3,768 118.2%
- from related entities 1,273 25 5092.0%
- from other entities 3,179 3,743 84.9%
Current income tax liabilities 3,548 4,731 75.0%
Other short-term payables 6,962 22,863 30.5%
- from related entities 3,592 139 2584.2%
- from other entities 3,370 22,724 14.8%
Provisions for employee benefits 0 0 0.0%
Other short-term provisions 303 973 31.1%
Government grants 0 0 0.0%
Short-term accruals and deferred income 1,383 1,231 112.3%
Liabilities related to fixed assets held for salg 0 0 0.0%

102.4%

TOTAL LIABILITIES 1,340,364

1,308,60¢

The annual growth in equity amounted to almost 1@6%Z008. Under liabilities a larger growth
was recorded in equity - its value increased by&.Whereas payables decreased by 1.6%. In
terms of payables a stronger growth was recordetbng-term payables, whose dynamics
amounted to almost 123%, than the in short-ternalpiag, whose dynamics was 82%.
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Forecasted financial standing of the Company

For 2009, the Company is planning to maintainiraricial ratios at the level that will guarantee
stability of its business operations.

The issue of shares, which took place in the fipsarter of 2007 provided funds for further

development of the Company.

XXII. CHANGES IN BASIC MANAGEMENT PRINCIPLES

In the reporting period, PBG Capital Group did matoduce significant changes in its basic

principles of management.

XXIIl. VALUE OF REMUNERATION, BONUSES AND BENEFITS PAID TO
MEMBERS OF THE BOARD OF DIRECTORS AND THE SUPERVISO RY BOARD

1. Remuneration Committee

On 25 June 2005, the Remuneration Comittee wabls$tad within the Supervisory Board that
Is responsible in particular for:

- general monitoring of practices in the area ghpensation and its levels in the Company,

- determining the terms and condition of employnwlembers of the Board of Directors and
corporate officers of the Company,

- establishing an incentive scheme for a givennfonea year.

The Remuneration Committee holds meetings as mdjuat least once per quarter, submits an
annual report of its activites, which constitutestpof the Report of the Supervisory Board
Activities, submitted to Shareholders at the Ordin@eneral Meeting of Shareholders of PBA
SA.

The Remuneration Committee is comprised of:
= Mr Maciej Bednarkiewicz,
=  Mr Wiestaw Lindner,

=  Mr Jacek Krzyaniak.

2. Incentive Scheme
The Supervisory Board passed a resolution on 28 2004 on the introduction of an incentive

scheme for the management and key employees ofGdp@al Group.
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The condition necessary for the implementationhef incentive Scheme is the Capital Group’s
achieving an operating profit for the previous final year, reported in the consolidated
financial statement, at the level of at least 75%he operating profit forecast for a given year.
Not achieving the minimial level of the realizatiai the operating profit forecast for the

previous FY results in the absence of the schensediven year. The amount of the operating
profit to be achieved by the Capital Group in aegiwear is determined by the Supervisory
Board by 30 June each year, for which the foreisastade.

3. Remuneration of members of the Supervisory Boardnd the Board of Directors of PBG
S.A.

The level of remuneration of members of the Superyi Board was established by the
Resolution of Extraordinary General Meeting of &maiders of PBG SA on 10 December 2005.

Members of the Board of Directors are appointe@ lbgsolution of the Supervisory Board. They
are employed on the basis of employment contracsuRnt to the Resolution of the Supervisory
Board of PBG SA, members of the Board of Directars entitled to basic salary as well as

bonuses and additional benefits as provided irptheisions of the regulations on remuneration.

REMUNERATION OF MEMBERS OF THE BOARD OF DIRECTORS A ND
SUPERVISORY BOARD FOR THEIR FUNCTION HELD IN THE PA RENT
COMPANY FROM 01.01.2008 TO 31.12.2008

Member’'s Name Basic Salary Other Total

Benefits

Remuneration of members of the Board of
Directors
Mr Jerzy Winiewski 741 - 741
Mr Tomasz Woroch 420 - 420
Mr Przemystaw Szkudlarczyk 300 - 300
Mr Tomasz Tomczak 300 - 300
Mr Mariusz tazynski 245 - 245
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Mr Tomasz Latawiec

240

240

Total

2,246

2,246

Member's Name

Basic Salary

Other
Benefits

Total

Remuneration of members of the
Supervisor Board

Mr Maciej Bednarkiewicz 120 - 120
Mr Jacek Ksé 96 - 96
Mr Wiestaw Lindner 60 - 60
Mr Jacek Krzyaniak 36 - 36
Ms Matgorzata Waniewska 24 - 24
Mr Dariusz Sarnowski 36 - 36
Mr Adam Strzelecki 36 - 36
Mr Mirostaw Dobrut 6 - 6
Total 414 - 414

REMUNERATION OF MEMBERS OF THE BOARD OF DIRECTORS A ND
IN SUBSID IARIES,

SUPERVISORY BOARD FOR THEIR FUNCTION HELD

JOINTLY CONTROLLED UNDERTAKINGS AND ASSOCIATES FROM

TO 31.12.2008

Member’'s Name

Basic Salary

Other
Benefits

01.01.2008

Total

Remuneration of members of the Board of
Directors

Mr Jerzy Winiewski 190 4 194
Mr Tomasz Woroch 273 5 278
Mr Przemystaw Szkudlarczyk 59 - 59

Mr Tomasz Tomczak
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Mr Mariusz tazynski - - -

Mr Tomasz Latawiec 121 - 121

Total 643 9 652

Member’'s Name Basic Salary Other Total

Benefits

Remuneration of members of the
Supervisor Board

Mr Maciej Bednarkiewicz - - -

Mr Jacek Ksg - - -

Mr Wiestaw Lindner - - -

Mr Jacek Krzyaniak 72 3 75

Ms Maltgorzata Waniewska 315 1 316

Mr Dariusz Sarnowski - - i

Mr Adam Strzelecki - - -

Mr Mirostaw Dobrut - - R

Total 387 4 391

XXIV. INFORMATION ON AGREEMENTS THAT MAY RESULT IN CHANGES IN
THE SHAREHOLDING STRUCTURE

As of the date of submission of this financial staént, the Board of Directors has no knowledge

of any agreements, which may result in any chaodlee current shareholding structure.

XXV. INFORMATION ON THE AUDITOR OF THE FINANCIAL ST ATEMENT
The Board of Directors of PBG SA hereby declared pursuant to the applicable regulations,

having analysed recommendations of the Audit Cotesiitthe Supervisory Board of PBG SA

passed a resolution to appoint the company HLB Kenaak i Wspolnicy Sp. z 0.0. with its
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registered office in Poznan at ul. Plac Wiosny Lwds, 61-831 Poznan (currently operating
under the name Grant Thornton Frackowiak Sp. z),oemtered in the register of auditors
certified to audit financial statements kept by Netional Chamber of Certified Auditors (entry

no. 238), as the certified auditor authorised to:

- audit the separate financial statement of PBGa84 the consolidated financial statement of
PBG Capital Group for FY 2007 and 2008 (pursuarth&oresolution of the Supervisory Board
of 13 June 2007);

- review the interim separate financial statemehtPBG SA and the interim consolidated
financial statement of PBG Capital Group drawn gpoé 30 June 2007 and 30 June 2008
(pursuant to the resolution of the Supervisory Bazrl3 June 2007).

1. Date of agreement
PBG S.A. concluded the agreement with HLBidkowiak i Wspdlnicy Sp. z 0.0. (currently
operating under the name of Grant Thorntoatkowiak Sp. z 0.0.) on dnia 17 August 2007.

2. Total amount of the auditor’s fee

The total net amount of the fee payable to Gramtriiton Fackowiak Sp. z 0.0. for auditing the
Company's separate financial statement and theobbidated financial statement of PBG Capital
Group as of 31 December 2008 is PLN 82,800.00.féaalue to HLB Fgckowiak i Wspélnicy

Sp. z 0.0. for carrying out a similar audit in fhrevious year amounted to PLN 82,800.00 net.

3. The remaining amount of the agreement

The remaining amount payable to Grant Thorntogclkowiak Sp. z 0.0. for future services
under the agreement of 17 August 2007 (i.e. audih® separate financial statement of PBA
S.A. and the consolidated financial statement oGRBapital Group for FY 2008) is PLN 0.00

net.
XXVI. AGREEMENTS CONCLUDED BETWEEN THE COMPANY AND MEMBERS

OF THE BOARD OF DIRECTORS PROVIDING FOR COMPENSATIO N IN THE
EVENT OF THEIR RESIGNATION FROM OFFICE OR DISMISSAL
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No agreements for any compensation payable to masnabehe Board of Directors in the event
of their resignation from office or dismissal we@ncluded by PBG SA as at the balance sheet

date.

XXVII. INFORMATION ON THE CONTROL SYSTEM OF EMPLOYE E SHARE
OPTION SCHEMES

The Capital Group companies have no employee sipdi@n schemes in place

XXVIIl.  IDENTIFICATION OF PROCEEDINGS BEFORE THE CO URT,
COMPETENT BODY FOR ARBITRATION PROCEDURE OR PUBLIC
ADMINISTRATION BODY

The value of proceedings instigated by PBG SA agadrst PBG SA does not exceed the value

constituting at least 10% of the Company’s equity.

XXIX. RESTRICTIONS SET FOR TRANSFER OF OWNERSHIP Tl TLES OF
SECURITIES OF PBG S.A. AND FOR THE EXERCISE OF VOTING RIGHTS
ATTACHED TO THESE SECURITIES

Pursuant to 811 (1) of the Company’s Articles osé@ation, consent of the Board of Directors

is required for disposal of registered series Aaha

XXX. CONTACT DETAILS OF PBG S.A

PBG S.A. HEADQUARTERS:
35 Skorzewska Street
Wysogotowo k. Poznania
62 — 081 Przamierowo

Tel. No.: +48 61 66 51 700
Fax No.: +48 61 66 51 701
www.pbg-sa.pl

Email: polska@pbg-sa.pl
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THE COMPANY’S SPOKESPERSON:
Mr Jacek Krzyaniak

Tel.No.: +48 61 66 51 761

Mobile Tel. No.: +48 605 470 599

Fax No.: +48 61 66 51 701

Email: jacek.krzyzaniak@pbg-sa.pl

INVESTOR RELATIONS:

Ms Kinga Banaszak — Filipiak

Tel. No.: +48 61 66 51 761

Mobile Tel. No.: + 48 691 470 491
Email: kinga.banaszak@pbg-sa.pl

SIGNATURES OF ALL MEMBERS OF THE BOARD OF DIRECTORS

President of the Board Mr Jerzy Wi sniewski
Vice-president of the Board Mr Tomasz Woroch
Vice-president of the Board Mr Przemystaw Szkudlarczyk
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Vice-president of the Board

Mr Tomasz Tomczak

Vice-president of the Board

Mr Mariusz o zynski

Member of the Board

Mr Tomasz Latawiec
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