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Independent auditor’s report
for the General Meeting and the Supervisory Board
of NG2 SA

We have audited the Financial StatementfN&2 SA based in Polkowice, ul. Strefowa 6
which is composed of:

- the Introduction to Financial Statements

- the Balance Sheet prepared as at December 38&,20@h on the side of assets and
liabilities shows the amount df72,922 thousand zlotys

- the Profit and Loss Account for the period froandary 1 to December 31, 2008
showing net profit in the amount 88,072 thousand zlotys

- the Statement of Changes in Equity for the pefrodh January 1 to December 31,
2008 showing an increase in equity by the amouB88d72 thousand zlotys

- the Cash Flow Statement showing an increaseebtiiance of net cash within the
period from January 1 to December 31, 2008 by theumt 0f4,591 thousand zlotys

- the accompanying Notes.

The preparation of the Financial Statements isé¢isponsibility of Company’s Management
Board.

Our responsibility was to express an opinion, basedur audit, on the fairness, correctness
and clarity of the Financial Statements as wellh@scorrectness of accounting books on the
basis of which they have been prepared.

We conducted our audit in accordance with the gions of:

1) chapter 7 of the Accountancy Act of Septemberl®®4 (Dz. U[Journal of Laws] No. 76
item 694 of 2002),

2) the auditing standards issued by the Nationain@jer of Statutory Auditors

We planned and performed the audit of the finansiatements in such a way as to obtain
reasonable assurance which allowed expressinginiomn the statements.

In particular, the audit included examining thereotness of accounting principles applied by
the Company as well as significant estimates, ewggi— predominantly randomly —
accounting records and entries from which figuned eformation included in the financial
statements arise as well as evaluating the ovaralicial statements presentation.

We believe that our audit has provided a sufficleagtis for a reliable opinion.
In our opinion, the financial statements audited|uding figures and explanatory notes:

- present fairly and clearly all essential inforroatfor the assessment of the financial
and asset position of NG2 SA at December 31, 2808dl as its financial result for
the business year from January 1 to December 38.20

- have been prepared correctly in all material efspée. in compliance with accounting
principles arising from International Financial Rejing Standards and connected
interpretations announced in form of directivestioé European Commission, and
within the scope not regulated in the Standardsceraling to the requirements of the



Accountancy Act and the implementing regulatiorssiéxl on its basis as well as based
on properly kept accounting books,

- comply with the legal regulations and the pramisiof the Company’s Articles of
Association influencing the content of the finahstatements.

The Management Report is complete in terms oflart® par. 2 of the Accountancy Act and
takes into consideration the provisions of the @adce of the Minister of Finance of
February 19, 2009 on current and periodic infororatilelivered by the issuers of securities
and the conditions for recognition as equivaleninddrmation required by legal regulations
of a non-member state, and the information conththerein, originating from the financial

statements audited, is consistent with them.

Katowice, April 28, 2009

BDO Numerica
International Auditors & Consultants Sp. z o.o.
ul. Posigpu 12
02-676 Warsaw
Identification no. 3355

The person performing the audit and acting
on behalf of BDO Numerica

International Auditors & Consultants Sp. z o.0.
Leszek Kramarczuk

Member of the Management Board

Certified Auditor

Id. No. 1920/289
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|. GENERAL PART OF THE REPORT

1. Identifying data of the Company

1.1 Name and legal form

The business name of the company is: NG2 Spétkgjalc
1.2 Registered office of the Company

59-101 Polkowice, ul. Strefowa 6.

1.3 Objects of the Company

In the period audited, the Company was primarilgaayned with shoes wholesale and retail
trade.

1.4 Basis of operation
The Company operates on the basis of:

- the Articles of Association of the Company draum in form of a notarial deed on

June 15, 2004 (Notarial Register A No. 3540/20&4amended, and

- the Code of Commercial Partnerships and Companies
1.5 Registration with the Commercial Court
On June 30, 2004, the Company was entered intdl@tenal Court Register at the District
Court in Wroclaw — § Commercial Division of the National Court Registeider the number
KRS 0000211692.

1.6 Registration with the Tax Office and the Regidstatistical Office

Tax ID 692-22-00-609
EU VAT ID PL6922200609
REGON (statistical number) 390716905

1.7 Capital stock and equity capital

The capital stock of the Company at December 308 20mounted to 3,840 thousand zlotys
and was divided into 38,400 stocks of the face e/afi0.10 zlotys each, from which 6,700
thousand stocks of Al series are preferred stobichwmeans that to each stock are allocated
two votes at the General Meeting. The amount oitabgtock has not changed in the audited
period.

Stockholders of the Company holding more than 5%tatks at December 31, 2008 were:
- Dariusz Mitek - 21,470,330 stocks

- 55.9% of the capital
- 58.1% of votes at the GM



- Leszek Gaczorek - 4,600,000 stocks
- 12.0% of the capital
- 14.1% of votes at the GM

- ING Towarzystwo Funduszy Inwestycyjnych SA - 2,883 stocks
- 6.4% of the capital
- 5.5% of votes at the GM

Besides, the equity capital includes: a surplusnftbe sale of shares over their face value
(74,586 thousand zlotys), other supplementary ah($6,584 thousand zlotys), retained loss
(5,538 thousand zlotys) and net profit for the y2208 (88,072 thousand zlotys).

In the period audited, other supplementary capiieased by 42,855.7 thousand zlotys as a
result of the distribution of profit for the yead@7.

In connection with the disclosure in the auditedqakof errors relating to the previous year,

the Company corrected its Financial Statementstlier previous year according to the

requirements of IAS 8 “Accounting principles (p@cchanges in estimates and correction of
errors”. The effect of the correction of the Praiitd Loss Account for the year 2007 was an
adjustment of the net profit by 5,813 thousandy&aathich was entered in the equity capital

as at December 31, 2008 as retained loss. Thevassadjusted by the results of fixed assets
valuation (276 thousand zlotys) which was carriatiwhen the Company changed to IFRS;
previously, the results had been shown in the vat@in capital.

The equity capital of the Company at December 3082amounted to 256,544 thousand
zlotys, which meant an increase by 88,072 thougwtgls as compared with the balance at
December 31, 2007.

1.8 Management Board of the Company

In 2008, the composition of the Management Boars asfollows:

- Dariusz Mitek - President of the Management Board

- Lech Chudy - Vice President of the ManagemerarBo

- Mariusz Gnych - Vice President of the Manageniodrd

- Piotr Nowjalis - Vice President of the ManagemBaoard (since December 16, 2008)
- Teresa Ziota - Vice President of the ManagenBarard (until April 21, 2008)

The composition of the Management Board has nohgddh by the end of the audit of
financial statements.

1.9 Employment
Average employment in 2008 was 2,959 permanenspost
1.10 Information about affiliates

Affiliates of NG2 SA are CCC Factory Sp. z 0.0.,C&8oty Czech s.r.o. and Kontynentalny
Fundusz Powierniczy No. 968 in which the Comparthésonly shareholder.



2. ldentifying data of the Financial Statements auited

Subject-matter of the audit was the Financial $tatgs prepared for the period from January
1, 2008 to December 31, 2008, including:

- the Introduction to Financial Statements

- the Balance Sheet prepared as at December 38,\20i@h on the side of assets and
liabilities shows the amount of 472,922 thousardys!;

- the Profit and Loss Account for the period froandary 1, 2008 to December 31,
2008 showing net profit in the amount of 88,07 2idand zlotys;

- the Statement of Changes in Equity for the pefioch January 1, 2008 to December
31, 2008 showing an increase in equity by the amofi&8,072 thousand zlotys;

- the Cash Flow Statement showing an increaseebtiance of net cash within the
period from January 1, 2008 to December 31, 200&byamount of 4,591 thousand
Zlotys;

- the accompanying Notes,

and the Management Report.

3. Identifying data of the authorized entity and the certified auditor performing the
audit

The audit of the Financial Statements of NG2 SAtfa& year 2008 was performed by BDO
Numerica International Auditors & Consultants Sm.a. based in Warsaw, entered into the
list of entities authorized to auditing kept by tNational Chamber of Statutory Auditors

under no. 3355, according to the choice made byStheervisory Board of the audited

Company as well as to the provisions of the Audihttact of May 19, 2008. The authorized
entity was represented in performance of the suljextter of the abovementioned contract
by the certified auditor Leszek Kramarczuk (ideoéfion no. 1920/289).

The audit was carried out at the registered officthe Company between 6 and 10 of April
20009. It was preceded by a pre-audit between 47asfdNovember 2008 and a review of the
financial statements for thé' half-year of 2008.

We declare that the authorized entity BDO Numetidarnational Auditors & Consultants
Sp. z 0.0. and the certified auditor who examirteal dbovementioned Financial Statements
meet the conditions required to express an impatid independent opinion on the audited
statements according to article 66 par. 2 of theolatancy Act.

In the course of auditing, no limitations of itope occurred. During the audit, the Company
made available to the auditor the required data pravided information as well as
explanations necessary for the performance ofulé,and informed about significant events
that took place after the balance sheet datdéliday on which the statement was made.

The audit was performed on the assumption thabtisesness activity of the Company will be
continued in foreseeable future.

In the course of auditing, no events or circumsarminting to a violation of this assumption
have been found.

4. Information about the financial statements for he preceding year



A basis for the opening of accounting books weee fthancial statements prepared for the
year 2007 which had been audited by BDO Numerica B# opinion on these statements
was without reservations.

The Financial Statements of the Company for 2007evapproved by the resolution no.
3/ZWZA/2008 of the General Meeting of June 3, 20@8ursuant to the resolution no.
5/ZWZA/2008, net profit in the amount of 42,855housand zlotys was apportioned to
supplementary capital.

The Financial Statements for 2007 have been sudmhiih June 13, 2008 to the competent tax
office and to the National Court Register.

The Financial Statements for 2007 were publishedamitor Polski “B”, no. 1777, item
10084 of November 20, 2008.



[I. FINANCIAL ANALYSIS OF THE COMPANY

Selected items from the Balance Sheet and thetRuadi Loss Account as well as the major
financial ratios are shown below.

1. Balance Sheet

ASSETS (in thousand zlotys)
31.12.08 % of the | 31.12.07 % of the | 31.12.06 % of the
balance balance balance
sheet total sheet total sheet total
Fixed assets 156,866 33.1| 106,842 36.3 69,328 31.3
Intangible assets 1,1100 0.2 261 D.1 184 0.1
Tangible fixed assets 117,459 24.8 74,437 25.3 2682, 23.5
Long-term investments 34,427 7.3 29,498 10.0 $%5)[0) 6.8
Long-term receivables 233 00 293 0.1 353 0.2
Deferred income tax assets 3,637 0.8 2,854 0.8 4581, 0.7
Current assets 316,054 66.9| 187,944 63.7| 153,134 68.7
Inventories 197,744 41.8 91,366 31.0 60,635 27.2
Short-term receivables 109,996 23.3 92,854 31.4 3,13 37.3
Derivative assets D 00 0 0.0 2,511 1.1
Short-term investments 8,316 1.8 3,124 1.3 6,852 3.1
TOTAL ASSETS 472,922 100.0| 294,786 100.0| 222,462 100.0
EQUITY AND LIABILITIES
Equity 256,544 54.3| 168,472 57.1| 169,830 76.3
Stock capital 3,840 0.8 3,840 1.3 3,840 n.7
Surplus from stocks sale over
their face value 74,586 15.8 74,586 25.2 74,586 33.5
Other supplementary capital 95,584 20.2 52,728 917 42,044 18.9
Retained profit (loss) (5,538) (1.2) 276 0.1 276 0.1
Net profit (loss) 88,072 18.7 37,042 12.6 49,084 22.1
Long-term liabilites and
provisions 14,217 2.9 1,599 0.6 1,391 0.6
Long-term loans and bank
credits 12,500 2.6 0 0.0 0 0.0
Deferred income tax provision 683 0.1 8|76 D.3 739 310
Long-term provisions 8638 0.p 510 0.2 4p1 D.2
Long-term liabilities 166 0.G 218 0.1 231 g.1
Short-term  liabilities and
provisions 202,161 42.8| 124,714 42.3 51,241 23.1
Short-term liabilities 180,373 38.2 118,510 40.1 149 19.0
Income tax liabilities 10,904 2.8 1,932 Q.7 8,325 .83
Derivative financial instruments 040 2,866 1.0 0 0p
Short-term provisions 10,884 2|3 4,406 D.5 147 0.3
TOTAL EQUITY AND
LIABILITIES 472,922 100.0| 294,786 100.0| 222,462 100.0




The balance sheet total at December 31, 2008 kasagsed by 60.4% as compared with the
balance at December 31, 2007. The share of indidalance sheet items in the balance
sheet total has not changed significantly in refato the previous year.

The most significant balance sheet item on the sfdessets at December 31, 2008 was the
inventories whose value increased more than twadeldompared with the preceding period.
Such a significant growth is a result of an inceea$ the number of retail shops of the
Company in 2008 and planned development of thd rettwork in 2009. An important factor
which also influenced the value of inventories was US dollar exchange rate in the audited
period as the US dollar is the main accountingenay for settlements with foreign suppliers.
The increase in value of tangible fixed assetsli®$tom the development of the retailing
network in 2008 as well as its planned developne2009, and consequent expenditure for
investments in fixed assets under construction.

In the period audited, the equity capital grew By3%0 in comparison to the preceding period,;
at the same time, the share of equity capital uiteagnd liabilities decreased from 57.1% at
December 31 2007 to 54.3% at the end of 2008. ényt#har audited, short-term liabilities
increased by 52.2% in relation to the precedingoperwhich was caused mainly by the
increase in trade liabilities resulting from theremt operation of the Company.

2. Profit and Loss Account

(in thousand zlotys

2008 2007 2006
ltemization in K % of in K % of in K % of
Zlotys revenue Zlotys revenue Zlotys revenue
Sales revenue 748,113 100.0 530,645 100.0 392,985 00.01
Operating expenses 629,999 84.2 459,476 36.6 335,73 85.4
Profit on sales 118,114 15|8 71,169 18.4 57,252 6 [14.
Balance of other operating
revenue and expenses 871 0.1| (17,084) (3.2) 27) 0.0
Balance of financial revenuge
and expenses (9,685) (1.3) (5,354) (1.0) 3,271 0.8
Income tax 21,229 2.8 11,689 2.2 11,412 2.9
Net result 88,072 11.8 37,04p 710 49,084 12.5

In the year audited, the sales revenue grew by hl8élation to the preceding period; at the
same time, operating expenses grew by 37.1%. &rfastrease in revenue than the increase
in expenses caused that the profit on sales gedkebgtthe Company in 2008 was as much as
66% higher than the profit generated in 2007.

In the year audited, the balance of other operatngnue and expenses was a positive value,
while the Company had suffered a high operating ioghe preceding year.

A negative result in financial operations, worsarthn the preceding period, was caused
primarily by the increase in external financingtsos

In 2008, the income tax burden increased consitlierab

Ultimately, the net profit produced by the Compamy2008 was by 137.8% higher than the
profit generated in 2007.



3. Major financial ratios

2008

Return on assets

Net income

Total assets 18.6%
Return on equity

Net income

Equity 34.3%
Return on sales

Net income

Product sales revenue 11.8%

Gross margin
Sales income
Product and goods sales revenue  15.8%

Current ratio
Total current assets
Short-term liabilities 1.65

Quick ratio
Total current assets - inventories
Short-term liabilities 0.62

Receivables payment period in days
Average balance of trade receivables x 365 days
Product sales revenue 47

Liabilities payment period in days
Average balance of trade liabilities x 365 days
Operating, sales and general management expenses 27

Inventory turnover ratio in days
Average inventory balance x 365 days

Costs of goods sold 140
Debt ratio
Total liabilities — provisions
Balance sheet total 0.4

Book value per share (in zlotys)

Equity capital
Number of shares 6.7

Profit per share

Net profit
Number of shares 2.3

2007

12.6%

22.0%

7.0%

13.4%

1.56

0.80

57

15

99

0.4

4.4

1.0

2006

22.1%

28.9%

12.5%

6%14.

3.03

1.83

47

17

113

0.2

4.4

1.3



4. Interpretation of ratios and general economic siiation

An increase of net profit and sales income in 2@G38compared with 2007, resulted in an
improvement of all profitability ratios.

In the year audited, the current ratio improvedhtly and was on a level which is regarded as
optimal, and the quick ratio changed for the wasd its level was lower than the optimal
level.

Liabilities and inventory turnover periods extendedelation to the preceding year, and the
receivables payment period shortened. It shoulthbetioned that in the audited period the
receivables payment cycle was by 20 days longerttia liabilities payment period.

In the year audited, the debt ratio remained asiimdar level as in the preceding year.

The results obtained as well as the general fiahcoindition of the Company do not indicate
any threat to the continuation of business activity



[ll. DETAILED PART OF THE REPORT
1. Evaluation of the accounting system and the inteal control
1.1 The accounting system

A basis for the opening of accounting books of @@mpany at January 1, 2008 were the
Financial Statements including the Balance Shesigred at December 31, 2007.

The Company is in possession of the documentatdinet in article 10 of the Accountancy
Act in which the accounting principles adopted bgre specified. Applied principles of cost
accounting, assets and liabilities valuation armkedainment of financial result comply with
the International Accountancy Standards and theigions of the Accountancy Act.

The accounting records are computer stored by uie @uattro System.
The data and its processing system can be acdegsedhorized persons only.

The documentation of business processes is compledke transparent. The accounting
documents meet the requirements of the AccountAoty

The accounting records kept allow ascertaining fihancial result, the VAT and other
regulatory liabilities. The accounting records aasthe correctness and completeness of the
entries.

The sequence of business transactions is observed.

The accounting books together with the documentatimnstituting the basis for the entries
may be deemed proper in terms of article 24 ofAtbeountancy Act.

The entries in accounting books reflect the acsitahtion; the data is entered completely and
correctly on the basis of accounting documents ifighl for booking. The continuity of
entries and the correctness of procedures appleedresured.

The accounting books audited as well as accoumtiogiments constituting the basis for the
entries comply with the requirements of fairness agrifiability.

1.2 Taking of an inventory of asset components

Cash assets placed in a safe located at the megistéfice of the Company were counted by
way of physical inventory as per balance at Decer3lhe2008. In the business year audited,
cash assets in tills of the Company’s shops wevenitoried in a continuous system. The
reliability of cash at bank balances was confirnasdat December 31, 2008 by way of
confirmations obtained from the banks.

The physical inventory of fixed assets was takepeadalance at December 31, 2008.
The stock was taken by way of physical inventoegpectively:

- in case of the warehouses it Wroctawskie, Sobin, Chrostnik and Polkowice
(warehouse 1) as per balance at December 13, 2008,



- in case of the warehouse in Polkowice (warehd)sas per balance at January 9,
20009.

The trade receivables were inventoried as per balamt October 31, 2008, and the
receivables and liabilities to affiiates as at Bmber 31, 2008 by way of balance
confirmation.

The timeliness and frequency of inventorying asaatkliabilities components was observed.
1.3 Internal control

Company’s Management Board is responsible for vmgrkout and functioning of the
Company’s internal control system as well as foe tprevention and detection of
irregularities.

When planning and performing the audit of the Comypa Financial Statements for the
period ended on December 31, 2008, we took intsidenation the internal control system
procedures in such scope in which it was requinearder to define our procedures necessary
to issue a reliable opinion on the Financial Statet® audited. It is possible that our review of
the internal control system did not reveal all gigant weaknesses in the structure of the
system.

2. Introduction to the Financial Statements and Nats

The Introduction to the Financial Statements andoapanying Notes are complete and
correct.

3. Statement of Changes in Equity

The data shown on the Statement of Changes in \Eguat correctly connected with the
Balance Sheet and the accounting books, and poeidair and clear view of the changes in
Company’s capitals.

4. Cash Flow Statement

The Cash Flow Statement was prepared using theegtdinethod. The data shown on the
Cash Flow Statement was correctly connected wighBhlance Sheet, the Profit and Loss
Account as well as the accounting books, and ivides a fair and clear view of the
Company’s sources of financing.

5. Information about substantial infringements of he law and the Company’s Articles of
Association discovered during the audit which inflence the Financial Statements

In the Company was not discovered any substanfiahgement of the law or the Company’s
Articles of Association which would influence thentent of the Financial Statements
audited.

6. The Management Report

The information provided in the report on Compargtsivity prepared by the Management
Board corresponds with the information includedtie annual Financial Statements, is



complete in terms of article 49 par. 2 of the Aautamcy Act and takes into consideration the
provisions of the Ordinance of the Minister of Fina of February 19, 2009 on current and
periodic information delivered by the issuers afwséies and the conditions for recognition

as equivalent of information required by legal dagans of a non-member state.

7. Statement of the Management of the entity

The Management of the Company issued a statememtrilmg concerning complete
recording of data in the accounting books, showh@ll conditional liabilities as well as
significant events which took place after the beéasheet date.

Katowice, April 28, 2009

BDO Numerica
International Auditors & Consultants Sp. z o.o.
ul. Posepu 12
02-676 Warsaw
Identification no. 3355

The person performing the audit and acting
on behalf of BDO Numerica

International Auditors & Consultants Sp. z o.0.
Leszek Kramarczuk

Member of the Management Board

Certified Auditor

Id. No. 1920/289



