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Report of the Supervisory Board of PBG S.A. in company voluntary arrangement on its activities in 2013 
In the period January 1st − December 31st 2013, the composition of the Supervisory Board was as follows:
- in the period from January 1st to June 21st 2013:
Jerzy Wiśniewski – Chairman of the Supervisory Board;
Maciej Bednarkiewicz – Deputy Chairman of the Supervisory Board;
Małgorzata Wiśniewska – Secretary of the Supervisory Board; 
Dariusz Sarnowski – Member of the Supervisory Board;
Przemysław Szkudlarczyk – Member of the Supervisory Board;
- on June 21st 2013, the Annual General Meeting of PBG appointed the following persons to the Supervisory Board of the seventh term: 
Jerzy Wiśniewski – Chairman of the Supervisory Board; 
Maciej Bednarkiewicz – Deputy Chairman of the Supervisory Board; 
Małgorzata Wiśniewska – Secretary of the Supervisory Board; 
Dariusz Sarnowski – Member of the Supervisory Board;
Przemysław Szkudlarczyk – Member of the Supervisory Board; 
Stefan A. Gradowski – Member of the Supervisory Board; 
Norbert Słowik – Member of the Supervisory Board.
By the date of this report, the composition of the Supervisory Board has not changed.
The matters considered during the meetings of the Supervisory Board related to the Board's ongoing oversight and supervision of all aspects of the Company’s business. In 2013, the Supervisory Board held 11 meetings, at which it adopted resolutions on such matters as:
· organisational structure of the Supervisory Board of the seventh term, including appointment of the Audit Committee and the Remuneration Committee; 
· delegating Supervisory Board members to independently perform specific supervisory duties;
· changes in the composition of the Management Board; 
· approval of the Draft Restructuring Agreement and the related documents, including draft resolutions of the Extraordinary General Meeting convened for September 30th 2013;
· approval of disposal of assets;
· assessment of the Company’s financial statements for 2012, the Directors’ Report on the Company’s operations in 2012 and the Management Board’s proposal regarding coverage of the 2012 loss with profits of future years;
· assessment of the consolidated financial statements of the PBG Group for 2012 and the Directors’ Report on the operations of the Group in 2012;
· providing an opinion on the agenda of the Annual General Meeting, proposed by the Management Board;
· adoption of the report on the Supervisory Board’s activities in 2012, containing a brief assessment of the Company’s standing.
The Supervisory Board's powers and responsibilities are defined in the Rules of Procedure of the Supervisory Board, whose current text was approved by the General Meeting on April 21st 2010. The Supervisory Board satisfies the independence criteria set forth in the Company’s Articles of Association and the Code of Best Practice for WSE Listed Companies. The Supervisory Board appointed from among its members the Audit Committee and the Remuneration Committee.
During the reviewed period, the Supervisory Board, acting both collectively and through its individual members acting within the scope of their respective delegated duties, was directly involved in activities for the Company. The Supervisory Board was regularly provided by the Management Board with reliable information on the Company’s financial position, ongoing projects, acquisitions, disinvestments and relationship with trading partners. When performing its duties, the Supervisory Board gathered all the necessary information from documents and information presented by the Management Board, as well as from presentations and explanations provided by the Management Board and, if necessary, directly by Company employees or experts attending the Supervisory Board meetings. In the Supervisory Board's opinion, in 2013 the working relationship with the Management Board was collaborative. 
The Supervisory Board operated efficiently, with all its members involved. A detail description of the activities undertaken by the Supervisory Board is contained in the minutes from its meetings, which are kept at the Company’s head office. 
All the meetings were convened in compliance with the Rules of Procedure of the Supervisory Board, whenever the Company’s current business so required; therefore, the Supervisory Board had the capacity to adopt valid resolutions at each meeting. The Supervisory Board also adopted numerous circular resolutions, without convening Board meetings.
In the opinion of its members, the PBG Supervisory Board duly performed all its responsibilities under the applicable laws, the Company’s Articles of Association, relevant Company rules and the Code of Best Practice for WSE Listed Companies.
2. Report on the activities of the Audit Committee. 
General information on the Audit Committee
The current Audit Committee was appointed by the PBG Supervisory Board by virtue of Resolution No. 4 of June 28th 2013. 
The responsibilities of the Audit Committee include:
· monitoring the financial reporting process;
· monitoring the internal control, internal audit and risk management systems for their effectiveness;
· monitoring the auditing procedures;
· monitoring the independence of auditors and of entities qualified to review financial statements;
· recommending to the Supervisory Board an entity authorised to review financial statements and to perform auditing procedures.
The Audit Committee convenes on an ad hoc basis, at least once per quarter.
In 2013, the Audit Committee consisted of:
· Dariusz Sarnowski;
· Małgorzata Wiśniewska;
· Przemysław Szkudlarczyk. 
Activities of the Audit Committee in 2013
1. Organisational meeting to outline the Committee’s tasks for 2013;

2. Meetings with the auditor of PBG accounts and meetings with other auditors;

3. Cooperation with the Management Board on appointment of the auditor of the 2013 financial statements;

4. Meeting with the Management Board concerning the risk hedging strategy; 
5. Meetings concerning oversight of ongoing processes at the Company;

6. Cooperation with the Management Board on the coordination of advisers' activities.

2. Report on the activities of the Remuneration Committee.
General information on the Remuneration Committee
The current Remuneration Committee was appointed by the PBG Supervisory Board by virtue of Resolution No. 3 of June 28th 2013. 
The Remuneration Committee is responsible, in particular, for:
· Defining the Company's remuneration policy;

· Monitoring the policy with respect to the remuneration of the Management Board members and management personnel;

· Monitoring remuneration levels at the Company;

· Defining the terms and conditions of employment for members of the Management Board and management personnel.

The Remuneration Committee convenes on an ad hoc basis, at least once every quarter.
The Remuneration Committee consists of:

· Maciej Bednarkiewicz 
· Jerzy Wiśniewski 

Activities of the Remuneration Committee in 2013
1) Organisational meeting to prepare work plan for 2013;

2) Providing opinion on the Management Board's proposal regarding remuneration of a Management Board member;

3) Regular meetings held to develop a remuneration policy and bonus system for the senior management staff at PBG; 

4) Meetings held to prepare the implementation of the remuneration policy at PBG;

5) Cooperation with the Management Board on preparatory work for the development of remuneration policy and changes in the bonus system. 

4. Brief assessment of the Company’s condition in 2013 
The annual separate financial statements of PBG and the consolidated financial statements of the PBG Group were prepared by the Company’s Management Board in accordance with International Accounting Standards. However, given that work on an arrangement with the Creditors has not been completed, the Auditor did not issue an opinion on PBG's annual separate financial statements and the PBG Group's consolidated financial statements for 2013. 
The arrangement process proceeds in line with the expectations of the Management Board. Delays relative to the original schedule are attributable to the complexity and the scale of the process. On June 12th 2013, the Company was notified that a list of claims had been delivered by the Court Supervisor to the Judge Commissioner. The total amount of the acknowledged claims placed in the list of claims by the court supervisor was PLN 2,776,254,806.77, which is in accordance with the Management Board’s estimates. On July 4th 2013, the Judge announced that the preparation of the list of claims had been completed. Currently, in accordance with the Bankruptcy and Restructuring Law, examination of the objections raised against the list of claims, and revision of the claims are underway. On December 24th 2013, the Judge announced preparation by the Court Supervisor of the first supplementary list of claims as at November 29th 2013. The total amount of the acknowledged claims included in the first supplementary list of claims by the Court Supervisor was PLN 191.25m, which was in line with the Management Board’s estimates. Currently, in accordance with the Bankruptcy and Restructuring Law, as in the case of the list of claims announced by the Judge on July 4th 2013, the process of examining the objections raised against the first supplementary list of claims is underway. 
At the same time, the PBG Supervisory Board would like to emphasize that in order to improve the Company's situation, in 2013 the PBG Management Board continued to implement some of the measures it embarked on in 2012, namely: 
1. the process of raising additional capital and financing, which includes:
· search for foreign partners with the capacity to finance jointly-operated projects;
2. the process of reorganisation at the Company and Group levels, which envisages:
i. reorganisation of the Group to adjust its structure to its new focus on two key strategic markets: oil&gas and power construction;
ii. building the Group's future portfolio in these two strategic areas, especially on the basis of the partnership with RAFAKO, and strengthening the position of PBG Oil and Gas Sp. z o.o.; 
iii. effective execution of the current portfolio of contracts and mitigation of the related risks (with special emphasis on ensuring positive cash flows), including taking over responsibility for contracts managed by subsidiaries which filed for liquidation bankruptcy.
iv. reduction of the Company's operating costs;
v. disposal of the Group's non-core assets.
In the opinion of the PBG Supervisory Board, effective and consistent implementation of these measures by the PBG Management Board has helped and will continue to help secure the financing necessary for the Company and the Group to be able to continue operations and pursue the adopted strategy. 
Reported profit 
In 2012, PBG reported a loss for the first time in its history. It is worth noting that in 2013, despite having to operate under a stricter regime imposed by the insolvency laws, the Company generated a profit of PLN 128,658,000. The Supervisory Board has positively assessed the Management Board's proposal, referred to the Supervisory Board, to allocate the entire 2013 profit to the covering of the 2012 loss. 
Evaluation of the internal audit system and the system for managing key risks
Process of preparation of the financial statements
The Supervisory Board has determined that financial statements are prepared by the Accounting Services Centre, and the process is directly supervised by the Financial Statements Consolidation Department in cooperation with other organisational units. The statements are reviewed or audited by an entity qualified to audit financial statements, selected by the Company’s Supervisory Board from among reputable audit firms offering high-quality audit services which also satisfy the criterion of independence.
Company's internal audit and risk management systems 
The Supervisory Board has determined that the Company has implemented a number of procedures (including Integrated Management System procedures and standard operating procedures for specific job positions) and internal regulations, as well as an organisational structure that defines reporting lines for individual organisational units; these procedures and regulations make up an internal audit system. Employees take part in dedicated training programmes specifically designed for particular occupational groups. A special role within the organisation is played by the Office of Internal Audit (since February 2014 – Office of Internal Audit and Restructuring). In 2013, the main tasks of the Office included:
· checking accuracy and correctness of documents, and verifying authenticity, compliance, completeness and timely preparation of documentary evidence;
· assessing the adequacy of business process organisation in achieving optimum results;
· assessing adequacy and effectiveness of the supervision and internal control system in place at the organisation;
· monitoring compliance with the law and internal regulations, including the provisions of the Integrated Management System.
Due to the nature of the industry in which the Company operates, the Controlling Department plays an important role in estimating business risks. The key measures used to mitigate the risks include correct assessment and analysis of construction contracts. As required by IAS 11, revenue and expenses associated with the contracts are estimated on the basis of budgets of individual contracts. These budgets are expertly drawn up by contract managers with relevant expertise. In the course of contract preparation and execution, the budgets are continuously reviewed and updated by the personnel in charge of the budgets. Results of reviews and adjustments to the budgets, as well as any developments affecting the progress of contracts are discussed at weekly meetings. 
5. Report submitted pursuant to Art. 382.3 of the Polish Commercial Companies Code
The PBG Supervisory Board, acting pursuant to Art. 382.3 of the Commercial Companies Code, hereby represents that it has thoroughly reviewed the following documents presented to it by the Company’s Management Board: the 2013 financial statements of the Company, the Directors’ Report on the operations of the Company in 2013, the consolidated financial statements of the PBG Group for 2013 and the Directors’ Report on the operations of the PBG Group in 2013, and has also reviewed the positions of the independent auditor on the audit of the financial statements and reports. 
Having analysed the above documents, the Supervisory Board has determined that:
1. The Company's financial statements for 2013: 
· present accurately and clearly all the information which is material for an assessment of the Company's assets and financial standing as at December 31st, as well as of its financial performance in the financial year from January 1st to December 31st 2013;
· were prepared correctly in all material respects, i.e. in compliance with International Accounting Standards, International Financial Reporting Standards and the related interpretations issued in the form of the European Commission’s regulations, as well as – where not regulated by those standards – in compliance with the Polish Accountancy Act and the secondary legislation issued thereunder;
· present data in accordance with the requirements specified in the Minister of Finance’s Regulation on current and periodic information to be published by issuers of securities and conditions for recognition as equivalent of information whose disclosure is required under the laws of a non-member state, dated February 19th 2009 (Dz. U. No. 33, item 259, as amended);
· are consistent with the applicable laws and provisions of the Company's Articles of Association.
2. The Directors’ Report on the Company’s operations in 2013: 
· gives a true and fair view of the economic events at the Company in 2013 and of the Management Board's activities during the period;
· meets the applicable legal requirements;
· contains information which is consistent with that presented in the financial statements.
3. The consolidated financial statements of the PBG Group for 2013:
· present accurately and clearly all the information which is material for an assessment of the PBG Group's assets and financial standing as at December 31st, as well as of its financial performance in the financial year from January 1st to December 31st 2013;
· were prepared correctly in all material respects, i.e. in compliance with International Accounting Standards, International Financial Reporting Standards and the related interpretations issued in the form of the European Commission’s regulations, as well as – where not regulated by those standards – in compliance with the Polish Accountancy Act and the secondary legislation issued thereunder;
· present data in accordance with the requirements specified in the Minister of Finance’s Regulation on current and periodic information to be published by issuers of securities and conditions for recognition as equivalent of information whose disclosure is required under the laws of a non-member state, dated February 19th 2009 (Dz. U. No. 33, item 259, as amended);
· are consistent with the applicable laws.
· 4. The Directors’ Report on the PBG Group’s operations in 2013:
· gives a true and fair view of the economic events which took place at the PBG Group in 2013 and the actions taken during the period;
· meets the applicable legal requirements;
· the amounts and narrative disclosures presented in the Directors’ Report on the PBG Group’s operations and derived from the consolidated financial statements are consistent with those statements.
Moreover, the Supervisory Board has found that the aforementioned documents reflect the actual state of affairs and were prepared on the basis of properly maintained accounting records. 
Taking into consideration the results of assessment of the financial statements and the Directors' Reports, as well as the overall conditions and circumstances in which the Company and the Group operated in 2013 - by submitting this report, the Supervisory Board recommends that the Annual General Meeting of PBG Spółka Akcyjna: 
· approve the Company’s financial statements for 2013;
· approve the consolidated financial statements of the PBG Group for 2013;
· approve the Directors’ Report on the Company’s operations in 2013;
· approve the Directors’ Report on the operations of the PBG Group in 2013;
· approve the distribution of profit as proposed by the Management Board;
· approve the Report of the Supervisory Board of PBG S.A. on its activities in 2013;
· grant discharge to members of the Company's Management Board and Supervisory Board in respect of their performance of duties in 2013.
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