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Consolidated Statement of Financial Standing (Balance Sheet)

Note 31 Dec. 200 31 Dec. 2008
Assets
Fixed assets
Tangible fixed assets 6 1,558,72 1,333,95!
Intangible fixed assets 7 12,19¢ 10,14
Investments in affiliated undertakings 8 77 8
Trade debtors and other receivables 9.1 367 852
Cash and cash equivalents 11 46,15¢ 41,07:
1,617,52i 1,386,03.
Current assets
Stock 10 50,38: 35,05¢
Trade debtors and other receivables 9.1 117,49: 135,78
Overpaid income tax 2,75¢ 68t
Cash and cash equivalents 11 681,65¢ 99,87¢
852,28t 271,39
TOTAL ASSETS 2,469,811 1,657,43
Shareholders' equity
Shareholders' equity attributable to the shareholdes
of the Parent Undertaking
Ordinary shares 12 301,15¢ 246,15¢
Other capitals 890,45¢ 400,01!
Retained profits 538,34( 460,09(
1,729,95: 1,106,26.
Minority interests 8,94! 9,48¢
Total shareholders' equity 1,738,89 1,115,74
Liabilities
Long-term liabilities
Loans and borrowings 15 250,00( -
Deferred income tax liabilities 16 58,27¢ 57,34¢
Employee benefits liabilities 17 98,58t¢ 101,54¢
Provisions for other liabilities and charges 18 63,07¢ 54,331
Trade creditors and other liabilities 14 7,83¢ 9,622
477,77 222,85:
Short-term liabilities
Loans and borrowings 15 - 100,00(
Employee benefits liabilities 17 26,33¢ 18,871
Provisions for other liabilities and charges 18 63,59¢ 51,94¢
Trade creditors and other liabilities 14 163,20: 148,00:
253,13t 318,82¢
Total liabilities 730,91 541,68:
TOTAL SHAREHOLDERS' EQUITY AND
LIABILITIES 2,469,81. 1,657,43

Notes presented on pages 8 - 46 make an integtadftaese consolidated financial statements.
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Consolidated Statement of Comprehensive Income

for the financial year from 1 January to 31

Note Decembe
200¢ 200¢

Revenue on sales 19 1,118,39. 1,033,27!
Costs of products, goods and materials sold 20 (760,933 (727,864)
Gross profit 357,46( 305,41
Cost of sales 20 (41,316 (40,584)
Administrative costs 20 (66,617 (53,018)
Other income 21 6,14: 1,222
Other expenses 22 (2,140 (3,707)
Other profits/(losses) - net 23 (26,820 (5,867)
Profit on operating activities 226,71( 203,45
Financial income 24 18,11: 7,60¢
Financial expenses 24 (7,076 (9,060)
Net financial expenses 24 11,03¢ (1,451)
Share in (losses)/profits of affiliated undertaléng 89 (99)
Profit before taxation 237,83! 201,90°
Income tax 25 (46,993 (46,116)
Net profit for the financial year 190,84 155,79:
of which:
- attributable to shareholders of the Parent Umadtery 191,47. 156,00¢
- attributable to minority shareholdings (630 (218
Total income for the period 190,84 155,79:
of which:
- attributable to shareholders of the Parent Umadtery 26 191,47. 156,00¢
- attributable to minority shareholdings (630 (218
Earnings per share attributable to the shareholufetse
Parent Undertaking
during the year (in PLN per share)
- basic 26 6.64 6.7¢
- diluted 26 6.64 6.7¢

Notes presented on pages 8 - 46 make an integtadftaese consolidated financial statements.
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Consolidated Statement of Movements in ShareholderEquity

As at 1 January 2008

Total income for the accounting
period

Dividends concerning 2007
Transfer of the result for 2007

As at 31 December 2008

As at 1 January 2009

Total income for the accounting
period

Proceeds from issue of shares
Share premium

Dividends concerning 2008
Transfer of the result for 2008
As at 31 December 2009

Attributable to shareholders of the
Parent Undertaking

Ordinary Other Retained Total Minority Total
shares capitals profits interests shareholders'

equity
246,158 325,540 384,194 955,892 9,736 965,628
- - 156,009 156,009 (218) 155,791

- - (5,638) (5,638) (33) (5,671)

- 74,475 (74,475) - - -
246,158 400,015 460,090 1,106,263 9,485 1,115,748
246,158 400,015 460,090 1,106,263 9,485 1,115,748
- - 191,472 191,472 (630) 190,842
55,000 - - 55,000 - 55,000
- 466,051 - 466,051 - 466,051

- - (88,832) (88,832) 88 (88,744)

- 24,390 (24,390) - - -
301,158 890,456 538,340 1,729,954 8,943 1,738,897

Notes presented on pages 8 - 46 make an integtadftaese consolidated financial statements.
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Cash Flow Statement

Note

Operating cash flow

Operating cash inflow 28
Interest paid

Income tax paid

Net operating cash flow

Investing cash flow

Acquisition of tangible fixed assets 28
Acquisition of intangible fixed assets

Inflow from the sale of tangible fixed assets

Interest received

Outflow on account of funds being deposited inlihak

account of the Mine Closure Fund

Net investing cash flow

Financing cash flow

Net proceeds from the sale of shares

Loans and borrowings received

Loans and borrowings repaid

Dividend paid to shareholders of the Parent Un&arta
Dividend paid to minority shareholders

Other net financing cash flow

Net financing cash flow

Net increase in cash
and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

for the financial year from 1 January to 31

Decembe
2009 200¢
423,06¢ 395.25:
(9,353) (5.522
(48,130) (55.934
365,58t 333.79¢
(373,468) (327.928
(4,331) (858
18¢ 337
16,76¢ 6.73¢
(5,085) (4.815
(365,932) (326.530
521,051
180,00 70.00(
(30,000) (20.000
(88,832) (5.638
(88) (33)
- (219
582,13: 44.11(
581,78! 51.37¢
99.87¢ 48,49¢
681.65¢ 99,87

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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Notes to the Consolidated Financial Statements
Additional information

1. General information
1.1. The composition of the Capital Group and the objecbf the Group’s business

The Lubelski Wgiel Bogdanka S.A. Capital Group (hereinafter nefdrto as the ,Group”) is composed of
the following companies:

Parent Undertaking - Lubelski Wegiel Bogdanka S.A., with registered office in BogHa, 21-013
Puchaczéw.

Lubelski Wegiel BOGDANKA S.A. is a joint stock company, opéngt under the laws of Poland. The
Company was created as a result of the restrugtwinthe state enterprise Kopalniac§jla Kamiennego
Bogdanka with registered office in Bogdanka, unither Act on the Privatisation of State EnterprisE4d®
July 1990.

The deed of transformation of a state enterprise am company wholly owned by the State Treasury
operating under the business name: Kopalnigl#/Kamiennego Bogdanka S.A. was drawn up on 1 Marc
1993 (Rep. A No. 855/1993) by Notary Public Jacebjdyto maintaining a Notarial Office at ul. Kopekai

26, Katowice.

The Company was entered in Section B of the ComialeRegister of the District Court in Lublin, VIII
Commercial Division, under No. H - 2993, on theibad a valid decision of that Court issued on 3&iA
1993 (file ref. No. HB - 2993, Ns. Rej. ).

On 26 March 2001, Lubelski Ydiel BOGDANKA Spoétka Akcyjna was registered in tiRegister of
Entrepreneurs maintained by the District Court ublin, XI Division of the National Court Registamder
KRS No. 0000004549.

The Company's core business activities, pursuattigdzuropean Classification of Activity (EKD 0510Z
are mining and agglomeration of hard coal.

Subsidiary undertaking - teczynska Energetyka Sp. z 0.0., with registered offiteBogdanka, 21-013,
Puchaczéw.

As at 31 December 2009, the Parent Undertaking 8&I/d0% of share in capital of its subsidiarctynska
Energetyka Sp. z 0.0.

teczynska Energetyka Sp. z 0.0. provides services to gnimeolving supplying heat energy and conducts
water/wastewater management. The company also ctmdctivities involving the construction and
refurbishment of heat-generating, water supply semdage disposal installations. The company preptres
balance sheet as at 31 May.

The Group’s affiliated undertakings are:

Affiliated undertaking - EKSPERT Sp. z 0.0. with registered office in Bagka, 21-013, Puchaczow.

As at 31 December 2009¢ézynska Energetyka Sp. z 0.0. held 50% of shares ircaipéal of EKSPERT
Sp. zo.o.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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1.2

2.1.

Assumption of continued business activity

The consolidated financial statements were prepanei@r the assumption of continued business actfit
the Group’s undertakings in the foreseeable futume that there are no circumstances indicatingriaskyto
the continuation of the Group's activities.

If, after the preparation of the consolidated ficiahstatements, the Group’s undertakings beconwmeof
events which have a significant bearing on the clicteted financial statements or which result ie oing
concern assumption being no longer appropriatehferGroup, the Management Board of Lubelskigi#l
Bogdanka S.A. is authorised to make amendmentiset@dnsolidated financial statements until the déte
their approval. This does not preclude a possgbiic make amendments to the consolidated financial
statements retrospectively in subsequent period®mmection with rectification of errors or as auk of
changes in the accounting policies following froA®I8.

In the opinion of the Management Board of Lubelkigiel BOGDANKA S.A., there are currently no
circumstances indicating any risk to continuatibthe Group's activities.

Description of key accounting principles applied

The most important accounting principles appliegieparation of these consolidated financial statem
are presented below.

Basis for preparation

These consolidated financial statements of Lub&Mdgiel BOGDANKA S.A. Capital Group were prepared
in accordance with the International Financial Répg Standards (IFRS) as approved by the European
Union.

These consolidated financial statements were peepeecording to the historical cost principle, utthg the
valuation at fair value of certain components ofgiale fixed assets in connection with assuming Value
as a presumed cost, which was carried out as atap®f the Group's transition to the IFRS, i.dabuary
2005.

The accounting policies described below were aggleaccordance with the continuity principle i tle
financial years presented.

Preparing financial statements in accordance WRRS requires the application of certain significant
accounting estimates. It also requires that ManagerBoard exercise its own judgment while applying
accounting principles adopted by the Group. Foorimfation on issues which require a greater degfee o
judgement, more complex issues and issues in respadich assumptions and estimates were madehwhic
are material for the consolidated financial stateisieplease refer to Note 4.

(a) New standards and interpretations effective as ddriuary 2009

¢ IFRS 8 “Operating Segments”

IFRS 8 was issued by the International Accountit@n8ards Board on 30 November 2006, and it is
mandatory for annual financial statements for pkyibeginning on or after 1 January 2009. IFRS 8
replaces IAS 14 “Segment Reporting”. This standayd down new requirements related to disclosing
information concerning segments of business agtigs well as information concerning products and
services, geographical areas in which activities @nducted, and major customers. IFRS 8 requires
a “management approach” to reporting financial ltesaf business segments.

Since the Group only conducts its business a@with one segment, the introduction of this stashdar

does not affect the consolidated financial statemefhthe Group.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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e 1AS 1 (revision) “Presentation of Financial Statensé

The revised IAS 1 was published by the Internatichecounting Standards Board on 6 September
2007, and it is mandatory for annual periods begmron or after 1 January 2009. The changes
introduced mainly relate to presentation issueandigg changes in equities and are aimed at impgovi
users' ability to analyse and compare the inforomagiiven in financial statements.

The Group applied the revised IAS 1 as of 1 Jan2869.

* |AS 23 (revision) “Borrowing costs”

The revision of IAS 23 was published by the Intéioraal Accounting Standards Board on 29 March
2007, and it is mandatory for annual periods bdguion or after 1 January 2009. The revision relate
to the accounting treatment of borrowing costs,clvhcan be directly attributed to the acquisition,
construction or production of an asset that reguaesignificant period of time to prepare it fog it
intended use or sale. The revision removed theooptf immediately recognising these costs in the
consolidated statement of comprehensive incomthéoperiod in which they were incurred. Pursuant to
a new requirement of the Standard, those costddsbhewcapitalised.

The introduction of the Standard did not materiaffect the consolidated financial statements ef th
Group.

¢ Improvements to IFRS 2008

In May 2008, the International Accounting StandaBizard (IASB) published Improvements to

International Financial Reporting Standards, hexféén referred to as the “changes”, as part of an
annual procedure of implementing changes aimernhptdving the International Accounting Standards
and making them more precise. Those changes in@ademendments to existing IAS, which are of
two types: part | contains amendments which invoty&nges in accounting that are related to
presentation, recognition and valuation, while partoncerns changes in terminology or editorial
corrections. Most changes will be mandatory foruatiperiods beginning on 1 January 2009.

The Group applied amendments to the IFRS pursoanansitional provisions.

(b) Standards, revisions and interpretations of exgtitandards which are not yet mandatory and have no
been previously applied by the Group.

In these consolidated financial statements the rd not decided to earlier apply the followingofished
standards or interpretations before they beconsxit:

* |AS 27 (revision) — “Consolidated and Separate kil Statements”.

The revised IAS 27 was published by the Internaiohccounting Standards Board on 10 January
2008, and it is mandatory for annual periods beagonon or after 1 July 2009. The standard requires
that the effects of transactions with minority netsts be presented directly in capital if the cantver

the entity is retained by the existing Parent Utadéng. The standard specifies in a greater datad

the manner of presentation in the event of lossaoitrol over a subsidiary, i.e. it requires thdieot
interests are revalued to fair value and the difiee be disclosed in the consolidated statement of
comprehensive income.

The Group has implemented the revised IAS 27 as ftaJuly 2009. It did not affect the consolidated
financial statements of the Group.

¢ Improvements to IFRS 2009

On 16 April 2009 the International Accounting Stards Board published “Improvements to IFRS
2009” amending 12 standards. The improvements decthanges in the presentation, recognition and
measurement, as well editorial and terminologi¢elnges. Most of them will be effective for annual
periods beginning as of January 2010.

The Group will apply the improvements to IFRS it@clance with interim provisions.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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As at the date of drawing up the present consddfihancial statements, the improvements have not
been yet endorsed by the European Union.

« Amendments to IAS 24 “Related Party Disclosures”.

Amendments to IAS 24 “Related Party Disclosurestempublished by the International Accounting
Standards Board on 4 November 2009 and are eféedtiv annual periods beginning on or after
1 January 2011.

The amendments simplify the requirements for dmale of information by entities related to state
institutions and specify more precisely definitiais related party.

The Group will apply the amendments to IAS 24 a% danuary 2011.

As at the date of drawing up these consolidateanfiral statements, the amendments to IAS 24 have
not been yet endorsed by the European Union.

* |IFRS 9 “Financial Instruments”.

IFRS 9 “Financial Instruments” was published by theernational Accounting Standards Board on

12 November 2009 and is effective for annual perioeginning on or after 1 January 2013.

The standard introduces one model providing foy wb classification categories: amortised cost and
fair value. The IFRS 9 approach is based on a basiiodel used by an undertaking for asset
management and on contractual features of finaasists. IFRS 9 also requires the application ef on

method for the assessment of asset impairment.

The Group will apply IFRS 9 as of 1 January 2013.

As at the date of drawing up the present cons@dldinancial statements, IFRS 9 has not been yet
endorsed by the European Union.

¢ IFRIC 19 “Extinguishing Financial Liabilities witBquity Instruments”

IFRIC 19 was issued by the International Finandreporting Interpretations Committee on
26 November 2009 and is effective for annual peritmbginning on or after 1 July 2010. The
interpretation explains the accounting principlepleed in a situation where a liability is extinghied

by the issue of equity instruments addressed tatbditor following renegotiation by the undertakin

of the terms of its indebtedness. The interpretatequires the measurement of equity instruments at
fair value and the recognition of a gain or lossi@do a difference between the liability carrying
amount and the equity instrument fair value.

The Group will apply IFRIC 19 as of 1 January 2010.

As at the date of drawing up the present consddifinancial statements, IFRIC 19 has not been yet
endorsed by the European Union.

(c) Existing standards, amendments and interpretattorthe existing standards which are not applicabl¢he
operations of the Group.

¢ IFRS 3 (2) “Business Combinations”

Amended IFRS 3 was published by the Internationadofinting Standards Board on 10 January 2008
and is effective prospectively for business comtams in which the acquisition date falls on oreaft

1 July 2009. The introduced amendments include ssibility to chose to recognise the minority
interests either at their fair value or their shiaréhe fair value of identifiable net assets, éemmeasure

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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the interests held hitherto in the acquiree to fatue and take the resulting difference to the
consolidated statement of comprehensive incomeedisas additional guidance for the application of
the acquisition method, including treatment of s@stion costs as the costs of the period in whiely t
were incurred.

The Group implemented amended IFRS 3 as of 1 JMP.2As at the date of drawing up the financial
statements, the above IFRS was not applicablestoplerations of the Group.

« Amendments to IAS 39 "Financial Instruments: Redtigm and Measurement” — “Eligible Hedged
Items”

Amendments to IAS 39 “Eligible Hedged Items” werebfished by the International Accounting
Standards Board on 31 July 2008 and are effeativarinual periods beginning on or after 1 July 2009
The amendments include clarifications how to applgpecial circumstances the principles specifying
whether a hedged risk or portion of cash flowseligible for being a hedged item. A prohibition was
introduced to designate inflation as a componera fied rate debt instrument which may be hedged.
The amendments also prohibit including the timeugalo a one-sided hedged risk when options are
treated as hedging instruments.

« Amendments to IFRS 2 “Share-based Payment”.

Amendments to IFRS 2 “Share-based Payment” werdigheld by the International Accounting
Standards Board on 18 June 2009 and are effeaivanihual periods beginning on or after 1 January
2010.

The amendments specify more precisely the recagnadf share-based payments settled in cash within
a capital group. They make the scope of IFRS 2 rapeegific and regulate the joint application of R

2 and other standards. The amendments introdute tstandard issues regulated previously in IFRIC 8
and IFRIC 11.

The Group will apply the amendments to IFRS 2 ak #dnuary 2010.

As at the date of drawing up the present consd@iléihancial statements, the amendments to IFRS 2
have not been yet endorsed by the European Union.

« Amendments to IFRS 1 “First-time Adoption of IFRS”".

Amendments to IFRS 1 “First-time Adoption of IFRBE&re published by the International Accounting
Standards Board on 23 July 2009 and are effectivarinual periods beginning on or after 1 January
2010.

The amendments introduce additional exceptions ftben measurement of assets for the date of
transition to IFRS for companies operating in oitl@as sector.

As at the date of drawing up the present consd@idléihancial statements, the amendments to IFRS 1
have not been yet endorsed by the European Union.

« Amendments to IAS “Classification of Rights Issues”

Amendments to IAS 32 “Classification of Rights lesti were published by the International
Accounting Standards Board on 8 October 2009 aadefiective for annual periods beginning on or
after 1 February 2010.

The amendments relate to the accounting of isstigghds (rights, options, warrants) denominated in
a currency other than the issuer’s functional awye They require that if specified conditions are
satisfied, the issue of rights should be classifisdshareholders’ equity regardless of a currency i
which the exercise price is denominated.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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« Amendments to IFRS 1 “First-time Adoption of IFRS".

Amendments to IFRS 1 “Limited Exemption from Congiare IFRS 7 Disclosures for First-time
Adopters” were published by the International Aaaiing Standards Board on 28 January 2010 and are
effective for annual periods beginning on or att€iuly 2010.

The amendments introduce additional exemptiondiffsirtime adopters of IFRS regarding disclosures
which are required by the amendments to IFRS 7#eds$u March 2009, in respect of measurement to
fair value and liquidity risk.

As at the date of drawing up the present consd@idléihancial statements, the amendments to IFRS 1
have not been yet endorsed by the European Union.

* |FRIC 12 "Service Concession Agreements”

IFRIC 12 was issued by the International FinandrReporting Interpretations Committee on
30 November 2006 and is effective for annual peribeginning on or after 29 March 2009. The
interpretation includes guidance for the applicatid the existing standards by entities participgiin
service concession agreements between public avateisector. IFRIC 12 is applicable to agreements
in which the ordering party controls which servieel be provided by the operator with help of the
infrastructure, to whom such services are provited at what price.

* |FRIC 15 “Agreements for the Construction of Reatdte”

IFRIC 15 was issued by the International Finangeporting Interpretations Committee on 3 July 2008
and is effective for annual periods beginning orafter 1 January 2010. The interpretation includes
general guidance how to assess a constructionamritr order to determine whether its effects sthoul
be presented in the financial statements accortdim§S 11 Construction Contracts or IAS 18 Revenue.
Moreover, IFRIC 12 indicates at what point revefroen performance of a construction service should
be recognised.

« |FRIC 16 “Hedges of a Net Investment in a Foreigrefation”

IFRIC 16 was issued by the International FinanReporting Interpretations Committee on 3 July 2008
and is effective for annual periods beginning omfter 1 July 2009. The interpretation includesegah
guidance regarding determination whether therete®igisk of foreign exchange changes between the
functional currency of the foreign operation anck tpresentation currency for the purpose of
consolidated financial statements of the parent pgom. Moreover, IFRIC 16 explains which
undertaking in the capital group may disclose aghreglinstrument under hedge of a net investment in
a foreign operation, and in particular whetherpheent company holding a net investment in a foreig
operation has to hold also the hedging instrum&RIC 16 also explains how an undertaking should
specify the amounts subject to reclassificationmfrehareholders' equity to the statement of
comprehensive income both for the hedging instrunagw the hedged item when the investment is
disposed of by the undertaking.

Implementation of the standard does not have apaatnon the consolidated financial statements f th
Group as the latter does not have any investmeritséign operations.

* |FRIC 17 “Distribution of Non-Cash Assets to Owriers

IFRIC 17 was issued by the International Finandtaporting Interpretations Committee on 27
November 2008 and is effective for annual periodgifming on or after 1 November 2009. The
interpretation includes guidance regarding the tiofedividend recognition, the measurement of
dividend and the recognition of a difference betvtee value of dividend and the carrying amount of
distributed assets.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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2.2.

There were no actions described in IFRIC 17 inetkisting operations of the Group.
* IFRIC 18 “Transfers of Assets from Customers”

IFRIC 18 was issued by the International FinanBi@porting Interpretations Committee on 29 January
2009 and is effective for annual periods beginnbmgor after 1 November 2009. The interpretation
includes guidance regarding the recognition ofdfars of assets from customers, namely situations i
which definition of an asset is satisfied, idewtifion of separately identifiable services (service

provided in exchange for the transferred assetpgeition of revenue and recognition of cash funds
received from customers.

There were no actions described in IFRIC 18 inetkisting operations of the Group.
* Amendments to IFRIC 14 “Prepayments of a Minimunnding Requirement”

Amendments to IFRIC 14 were issued by the Inteomafi Financial Reporting Interpretations
Committee on 26 November 2009 and are effectiveaforual periods beginning on or after 1 January
2011. The interpretation includes guidance regardime recognition of prepaid contributions for
covering minimum funding requirements as assetsiondertaking making such prepayment.

As at the date of drawing up the present consadlfihancial statements, the amendments to IFRIC 14
have not been yet endorsed by the European Union.

e |FRIC 13 — Customer Loyalty Programmes

IFRIC 13 explains that where goods or servicessatd together with incentives creating customer
loyalty (e.g. loyalty credits or free of charge guots) we have to do with an agreement with many
elements and the compensation receivable from tigtomer is allocated between the agreement
elements at fair value. IFRIC 13 does not applyhi operations of the Group as the latter does not
operate any customer loyalty programmes.

Consolidation

(@) Subsidiary undertakings

Subsidiary undertakings are all undertakings (idiclg the special purpose vehicles) with respeat/icch
the Group is able to manage their financial andratpe policy, which is usually accompanied by liogd
the majority of the total number of votes in thevgming bodies. In assessing whether the Groupraisr
given undertaking, the existence and influence ofemtial voting rights which may be exercised or
exchanged at the moment is taken into account.idabsundertakings are subject to full consolidatfrom
the date on which the Group takes over controhefrt. Consolidation ends on the date when the dontro
ceases to exist.

Income and expenses, settlements and unrealises! graintra-Group transactions are eliminated. blized
losses are also eliminated, unless the transagtmrides evidence of an impairment of a given itdrassets
being transferred. Where necessary, the accoumtitigies applied by the subsidiary undertakings ewer
changed to ensure compliance with the accountitigies applied by the Group.

The Group recognises all changes in the intereshefParent Undertaking’s shareholders in equityafo
long as the Parent Undertaking controls a givesisidry undertaking. Any gains or losses on actjaisior
sale of equity instruments from or to minority irgsts are directly recognised in equity of the Riare
Undertaking.

(b) Affiliated entities
Affiliated undertakings are all undertakings overigh the Group has significant influence but whitcioes

not control, which is usually accompanied by hajdfnom 20 to 50%% of the total number of votes in

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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2.3.

2.4,

2.5.

governing bodies. Investments in affiliated unddrtgs are valued using the equity method and ihjtia
recognised at cost.

As of the date of acquisition, the Group’s sharaenprofit or loss of associated undertakingsissldsed in

the consolidated statement of comprehensive incatiike the Group’s share in changes in other funds —
under other funds. The carrying value of investrmeatadjusted for aggregate changes in the balasaé

the date of acquisition. If the Group’s share issks of an associated undertaking is equal toeateyrthan
the Group’s interest in a given undertaking, inahgdother unsecured claims, if any, the Group cease
recognise any further losses, unless the Grougésismed obligations or become obliged to make patgne
on behalf of a given business undertaking.

Unrealised gains on transactions between the Grangb its associated undertakings are eliminated
proportionately to the Group’s interest in such emakings. Unrealised losses are also eliminateléss the
transaction provides evidence of an impairment givan item of assets being transferred. Where ssacy,

the accounting policies applied by the associatederttakings were changed to ensure compliance thith
accounting policies applied by the Group.

Gains and losses in associated undertakings afigingdilution are recognised in the consolidatedesment

of comprehensive income.

Reporting on activity segments

IFRS 8 — “Operating segments” is applicable for theposes of preparing these consolidated financial
statements. That standard requires that consalidatencial statements of the entity present aesesf data
concerning individual segments, while the approachsegmentation of the entity presented in the
consolidated financial statements should be cardistith the division into segments used for theppaes

of making strategic management decisions. The Memagt Board does not apply division into segments
for managing the Group since the Group mainly fesLits activities on the production and sale of.coa

Measurement of items expressed in foreign currencie

(a) Functional and presentation currency

Iltems expressed in the financial statements ofafmip’s undertakings are measured in the currefhtlyeo
basic economic environment in which a particuladenteking conducts its operations (“functional
currency”). The functional currency of the Grouptsdertakings is Polish zloty. The consolidated riitial
statements are presented in Polish zlotys (“PLbE)ng the presentation currency of the Group.

(b) Transactions and balances

Transactions expressed in foreign currencies areslated into the functional currency at the exgearate
prevailing on the transaction date. Foreign exchagajns and losses from accounting for such traiosac
and from the balance sheet measurement of moresagts and liabilities expressed in foreign cuie=nare
recorded in the consolidated statement of comphernincome, provided they are not deferred under

shareholders’ equity, when they qualify for recdigmi as a cash flow hedge and hedge of a net imasgt
Tangible fixed assets

Tangible fixed assets are the assets:
< which are held by the Group with a view to beingdig the production process, in supply of goods
or provision of services for administrative purpgse
« which are expected to be used for a period lorftgat bne year,
« inrespect of which it is probable that the futaoenomic benefits associated with the asset vail fl
to the entity, and
« whose value can be measured reliably.

Tangible fixed assets are initially recognisedafuasition or production cost.

As at initial recognition, the acquisition or pration cost of tangible fixed assets includes cadts
construction of underground tunnels (the so-cattedn tunnels and operational tunnels) and longwall

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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headings driven in the extraction fields net oferawe from sales of coal mined during constructibn o
such tunnels and headings.

As at initial recognition, the acquisition or pration cost of tangible fixed assets includes edia
cost of dismantling and removing the asset andriest the site, which the Group is obliged to inatir
the installation of an item of tangible fixed asset its placement in service. In particular, thitial
value of tangible fixed assets includes discourtest of decommissioning tangible fixed assets e€lat
to underground mining as well as other structurehy under the applicable mining laws, are subject
to decommissioning when operations are discontinued

The cost of mine decommissioning recognised inirfil value of tangible fixed assets is depresiat
using the same method as that used for the tanfijdeleé assets to which the cost relates. Deprexiati
starts as soon as a given tangible asset is placggtvice, and continues over a period determined
the decommissioning plan for groups of structureden the estimated mine decommissioning schedule.

As at the balance-sheet date, items of tangibkdfixssets are carried at acquisition or producticsh
less accumulated depreciation and impairment cearge

Subsequent expenditures are recognised in theimguvglue of a given item of tangible fixed assats
recognised as a separate item of tangible fixedteige/here appropriate) only when it is probabh th
future economic benefits associated with that iteihflow to the Group and the value of that itemnc

be measured reliably. Any other expenditures oraireand maintenance are recognised in the
consolidated statement of comprehensive incomiedratcounting period in which they are incurred.

Land is not depreciated. Other items of tangibledi assets are depreciated using the straight-line
method or the unit-of-production method in ordedistribute their initial values or re-measuredues,

less residual values, over their useful economaiesli which for particular groups of tangible fixassets

are as follows:

» Buildings and e 25-40 years, but not longer than until the estichdizte
structures of mine closure
e Structures < Depreciation with the cost-of-production methoddehs
(excavation pits) on the length of exploited walls
* Plant and equipment e 5-20 years, but not longer than until the estimatate
of mine closure
* Vehicles e 3-30 years, but not longer than until the estimaleie
of mine closure
» Other tangible fixed e 3-20 years, but not longer than until the estimatate
assets of mine closure

Depreciation of an item of tangible fixed assetststwhen that item is available to be placed mise.
The asset then ceases to be depreciated at ther edrlthe day when a given asset is classified as
available for sale (or included in a group of asdkat are to be disposed of, classified as availfao
sale) in accordance with IFRS Bl6n-Current Assets Available for Sale and Discargth Operation
or the day when the asset is derecognised duectomimissioning, sale or placement out of service.

Material components of an item of tangible fixededs whose useful lives are different from the wisef
life of the entire asset and whose acquisitionrodpction cost is material relative to the acqiasitor
production cost of the entire asset are deprecisgpdrately, using the depreciation rates whideaef
such items’ estimated useful lives.

The residual value and useful lives of tangiblediassets are reviewed and, if necessary, chasgad a
each balance-sheet date.

If the carrying value of an item of tangible fixadsets exceeds its estimated recoverable valuettibe
carrying value of that asset is reduced to itsverable value (Note 2.7).

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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2.6.

2.7.

2.8.

The value of a tangible asset includes costs ofilaeg major inspections (including certification
inspections) which are considered necessary.

Borrowing costs which may be directly attributedatmuisition, construction or production of an item
of tangible fixed assets which require a significamount of time in order to prepare a given aiset
intended use or sale, increase the value of tamdikéd assets under construction over the perfod o
their construction.

Specialist spare parts with a significant initialue, which are expected to be used for a peringdo

than one year are recorded as items of tangibésl fassets. Spare parts and equipment connected with
maintenance which may only be used only for certtems of tangible fixed assets are recorded
similarly. Other low-value spare parts and equiph@mnected with maintenance are carried as stock
and recognised in the consolidated statement opoeimensive income at the time of their use.

Gain or loss on sale of items of tangible fixedetsss calculated by comparing the revenue frora sal
with the carrying value, and is recognised in tbesolidated statement of comprehensive income under
other (loss)/gain, net.

Intangible fixed assets

(a) Geological information
The acquisition cost of purchased geological infatiom is capitalised. The capitalised cost is aivedt over
the estimated period of use of the information. IGgical information is amortised over a period 6fyiears.

(b) Computer software
Purchased software licenses are capitalised airoostred on acquisition and preparation of givefiveare
for use. The capitalised cost is amortised oveesiienated period of use of the software (2-5 years

Intangible fixed assets are amortised using ttaégtt-line method.
Impairment of non-financial assets

Assets with indefinite useful lives, such as godivaeire not amortised, but tested for possible impant
each year. Amortised assets are reviewed for immmait whenever events or changes in circumstances
indicate that the carrying amount may not be rexae. An impairment loss is recognised for the amto

by which the carrying amount of a given asset edseids recoverable amount. Recoverable amount
represents the asset’s net selling price or theeval use, whichever is higher. For the purposassessing
impairment, assets are grouped at the lowest l@relvhich separate cash flows can be identifiedstica
generating centres). Impaired non-financial assstgr than goodwill, are tested as at each balaheet
date to determine whether there are circumstamcisating the possibility of reversing previous mmment
charges.

Financial assets

The Management Board classifies its financial asaétthe time of their initial recognition. The egbry
under which financial assets will fall is estabédhdepending on the purpose for which they wereliesd)

Loans and receivables

Loans and receivables are financial assets wittdfiar determinable payments, not classified avaléves
and not traded on any active market. Loans andvedales are included in current assets providirgjrth
maturity does not exceed 12 months as of the belaheet date, and they are included in the norestirr
assets if their maturity exceeds 12 months asebtiiance-sheet date. Trade and other receivableslbas
cash and cash equivalents are presented as loamecaivables.

No other categories of financial assets are cabietthe Group.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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2.9.

2.10.

2.11.

2.12.

2.13.

As at the date of the transaction, loans and rebi¢ are recognised at fair value. Subsequehtdy, are
carried at adjusted acquisition or production cosing the effective interest rate method. Loans and
receivables are derecognised when the rights mwecash flows related to them expired or wenedfierred
and the Group has transferred substantially &kréd rewards of ownership.

The Group assesses at each balance-sheet datemthelte is objective evidence that an item orcaugrof
financial assets may be impaired. A test for impaint of trade debtors is described in Note 2.10.

Stock

Stock is recognised at acquisition or productiostcavhich however cannot exceed its net sellingeprihe
amount of outflows is determined using the weighagdrage method. Cost of finished goods and work in
progress includes direct labour cost, auxiliaryermats and other direct cost and relevant genedyzction
costs (based on normal production capacities),exatldes the borrowing cost. The net selling piicthe
estimated selling price in the normal course ofress, net of relevant variable selling costs.

Trade debtors

Trade debtors are initially recognised at fair ealand subsequently at adjusted acquisition or @sedr
production cost using the effective interest ratethnad, less impairment charges. Impairment chaages
recognised when there is objective evidence thetGhoup will not be able to collect all amounts due
according to the original terms of the receivabkignificant financial difficulties of the debtgprobability
that the debtor will enter bankruptcy or finangi@brganisation, and late payments are considecidaitors
that the trade receivable is impaired. The amodtrthe provision is equal to the difference betwdlea
asset’s carrying value and the present value ohattd future cash flows, discounted at the effecititerest
rate. The carrying amount of the asset is detemniheough the use of a provision account, and theust

of the loss is presented in the consolidated sttemf comprehensive income under selling costseén
trade receivable becomes uncollectible, it is wemttoff against the provision for trade receivables.
Subsequent collection of amounts previously writkéinis credited against selling costs in the cdidsted
statement of comprehensive income.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hanll,deposits payable on demand and other highlydiqu
current investments with original maturities of tapthree months. Overdraft facilities are presentethe
balance-sheet as an item of current loans and Wwiorgs under current liabilities.

Restricted cash and cash equivalents where thectiest persists for at least 12 months as fromiaknce-
sheet date are classified as non-current assets.

Share capital

Ordinary shares are classified as shareholderstyequ

Expenditures directly connected with issuance ol relhares or options are presented under equity as
a decrease, after taxation, of issue proceeds.

If a Group’s undertaking acquires shares in itgelcapital (its treasury shares), then the payniecdtding

the marginal costs directly related to acquisitipat of income tax), decrease the equity attridetad the
owners of the company until the shares are retiregtissued. If such shares are subsequently szissiie
payment for such shares (net of marginal transactists directly related to such payment and agipléctax
effects) is recognised in equity attributable te thwners of the company.

Trade creditors

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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2.14.

2.15.

2.16.

Trade creditors are initially measured at fair ealnd subsequently at adjusted acquisition cosoriead
cost) using the effective interest rate method.

Loans and borrowings

Loans and borrowings are initially measured at Yailue, net of transaction costs incurred. Subsgtue
loans and borrowings are carried at adjusted aitigmiscost (amortised cost). Any difference betwelea
amounts received (net of transaction cost) andréuemption value is recognised in the consolidated
statement of comprehensive income over the petidbdeoloan or borrowing using the effective inténege
method.

Loans and borrowings are classified as currentliigs unless the Group has an unconditional rightiefer
repayment of the liability for at least twelve miasitas from the balance-sheet date.

Borrowing costs are expensed in the period in whigy are incurred, except costs which increasevdhee
of tangible fixed assets under construction (No£.2

Current income tax and deferred tax

Current liabilities under income tax are calculatedaccordance with the tax laws applicable or abju
implemented as at the balance-sheet date in thetrgowhere the Company’s subsidiary and affiliated
undertakings operate and generate taxable income.Management Board periodically reviews the tax
liability calculations where the applicable tax kware subject to interpretation, and creates panss if
necessary, for the amounts payable to the tax Htigso

Deferred tax liability resulting from the temporatifferences between the tax value of assets ahdities
and their carrying value shown in the consoliddiedncial statements is recognised in the full ampu
calculated using the balance-sheet method. No reéeféax asset or liability is recognised when lates to
the initial recognition of an asset or liabilityiging from a transaction other than a business awetibn
which affects neither financial result nor taxalieome (loss). Deferred tax assets and liabilites
measured at the tax rates that are expected tg tpfthe period when the asset is realised oritimlity is
settled, based on tax rates (and tax laws) tha baen enacted or substantively enacted by thedmkheet
date.

A deferred tax asset is recognised if it is probdhht taxable income will be available in the fatto allow
the benefit of the temporary differences to baagd.

Deferred tax liability resulting from timing diffences attributable to investment in subsidiary assbciated
undertakings is recognised unless the Group cantha timing of the reversal of timing differenaagl it is
probable that the differences will be reversedmfbreseeable future.

Employee benefits

(a) Retirement and other employee benefits

Pursuant to the company’s Collective Bargaininge®gnents and applicable provisions of law, the Geoup
undertakings disburse the following key benefits:

e pays upon retirement due to old age or disability,
* length-of-service awards,

e death benefits,

» coal allowance benefits.

As at the balance-sheet date, the Group recogtiaktities under the above stated benefits in the
consolidated statement of financial standing at cheent value of the liability, taking into accdutie

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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2.17.

adjustment for unrecognised actuarial gains ore®®s1d costs of past service. The Group’s liabilitgder
employment benefits is assessed by an independeratry using the projected unit credit model.

Provisions are calculated on a case-by-case lsegigrately for each employee, on the basis of ithiegied
amount of a benefit which the Group is obliged &y put to a given employee under internal rules,
particularly under the company’s Collective BargagnAgreements, as well as applicable provisionswt

The projected amount of a benefit is calculatedhgisnter alia, the projected amount of the base used to
calculate a given benefit, estimate of how much Hase will increase until a given employee acqutte
right to the benefit, and a percentage ratio whéflects the employee’s length of service.

As at the balance-sheet date, the resulting am@uiiscounted using the actuarial method, thersit i
decreased by the amount of the Group’s annual ibotittns towards a given employee’s individual
provision, also discounted using the actuarial metas at the same date. The actuarial discounisrabe
product of the financial discount rate and thelifk@d that a given employee will remain with theoGp
until that employee is entitled to receive the Hign&he financial discount rate corresponds to tharket
rate of return on long-term treasury bonds effecfor the valuation date.

The above stated likelihood is calculated usingrthatiple decrement model and reflects the likeditiaf
a given employee leaving the Group as well asidikeaf the employee full work disability and death.

The likelihood that a given employee will leavecalculated using a probability schedule and theu@=
statistical data. The risk of full work disabiliagnd death are computed on the basis of statistatal

Actuarial gains and losses are charged or creditedexpenses in the consolidated statement of
comprehensive income in the period which they arise

Past service costs arising from plan changes ax@gnéised immediately in the consolidated statenoént
comprehensive income, unless the changes to theaptéaconditional on the employees remaining iniser
for a specified period of time (vesting period) this case, past service costs are amortised tmigtg-line
basis over the vesting period.

(b) Profit-sharing programmes and bonus programmes

The Group recognises liabilities and expenseseaélad awards and bonuses as well as profit digtoibu
programmes where it is contractually obliged to gem, or where past practice has created a catistu
obligation.

Provisions

A provision for land reclamation, legal claims emroval of mining damage is recognised when the Brou
has a legal or constructive obligation resultingrira past event and where it is probable that #itoauof
resources will be required to settle the liabitityd this outflow has been reliably measured. Neipians for
future operating losses are established.

A provision for future cost of decommissioning ofréning plant is established due to obligationsiag
under the Geological and Mining Law whereby a ngntompany is required to decommission mining plants
on discontinuation of production. The provisionresponds to the estimated costs connected with:

« securing or closing of mines as well as structaresequipment of a mining plant;

e securing of the unexploited part of a mineral dépos

e securing adjacent mineral deposits;

e securing workings of adjacent mining plants;

« taking necessary measures to protect the environmerform land reclamation and development
on areas previously covered by mining activity.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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2.18.

2.19.

2.20.

The provision for closure of a mining plant is edéted by an independent consultancy company obdblis
of historical data concerning costs related to nainsures in the Polish hard coal mining sector.

The amounts of provisions are recognised in thegmevalue of expenditures which are expected to be
needed to discharge a given obligation. An interats is applied before taxation which reflects ¢therent
assessment of the market situation with respetimt® value of money and risk related to a particitem of
liabilities. Increase in provisions due to the pags of time is included in interest expenses. Chang
provisions due to revaluation of relevant estimdtiscount rate, inflation rate, expected nominaue of
expenditures on decommissioning) is recognisedipstnent to the value of tangible fixed assetsafbich

a decommissioning obligation exists.

Recognition of revenue

Sales revenue is measured at fair value of paymemetived or due from the sales of goods for reaal
services in the normal course of the Group’s opmrat Revenue is presented net of value addedeaxns,
sales rebates and discounts and intra-Group sales.

The Group recognises revenue when the amount ehtevcan be measured reliably and when it is ptebab
that the economic benefits will flow to the und&itey and when certain criteria for each type of 8reup’s
activities are met, as described below. It is dekthat the amount of revenue cannot be measurizdblsel
before all conditional circumstances related tesare clarified. The Group makes estimates ohabkes of
historical information, taking into account the mmer and transaction type and details of agreesnent

(@) Revenue from sales of products, goods for resalenzaterials

Revenue from sales of products, goods for resatk raaterials are recognised as soon as the Group’s
undertaking supplies products to a customer. Tipplgus deemed to occur when the Group’s undertakin
has transferred to the buyer the significant riskd rewards of ownership of the products, goodsdsale

and materials pursuant to terms of delivery defimetthe sales agreements. Sales revenue is reeognésed

on the prices specified in sales agreements, resgtohated rebates and other sales reductions.

(b) Interestincome

Interest income is recognised proportionately te thpse of time at the effective interest rate weth
Whenever a receivable is impaired, the Group reslitsecarrying value to recoverable value whickdsal

to estimated future cash flows discounted at tegument’s original effective interest rate; suhsagly, the

discounted amount is gradually charged to the éstancome. Interest income on impaired loans ackeis

recognised at the original effective interest rate.

Leases

A lease is classified as an operating lease ifstitestantial amount of risk and benefits resultirant the
ownership of the leased asset remains with th@ldtse financing party). Lease payments under atjpey
lease agreements, net of special promotional offermny) granted by the lessor (the financing parare
expensed on a straight-line basis over the lease te

Acquired usufruct right to land is classified asergiing lease, and recognised under non-current
prepayments and accrued income. Acquisition caist fioa the possibility to use that right is amoetisover
the lease term in accordance with the timing ofefienfrom that right.

Dividend payment
Payment of dividend to the shareholders of the iRddadertaking is disclosed as a liability in theo@®'s

financial statements in the period in which theidind payment is approved by the shareholders ef th
Parent Undertaking.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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3. Managing financial risk
3.1. Financial risk factors

The Group is exposed to various types of finandgds connected with its activities, such as marksk
(including cash flow risk resulting from changeiimerest rates), credit risk and liquidity risk.élroup’s
general programme for risk management focuses saorieg sufficient liquidity to enable the Group to
implement its investment projects and secure tloi@s dividend policy.

(a) Risk of a change in cash flows resulting from angjein interest rates

Given that the Group holds a significant amounindérest-bearing assets, the Group’s revenue askl ca
flows are affected by changes in market interdststa

The Group is also exposed to interest rate riskconnection with its current and non-current debt
instruments. Loans bearing interest at variablesragsult in the Group’s exposure to a changesh daws
resulting from changes in interest rates. In 2008 2009, the Group used external financing denot@éhian
the zioty.

The Group’s current indebtedness amounts to PLNn2Z8ilon. Based on simulations, it was determinieat t
a 1% change in interest rates would increase aedse, as applicable, the Group’s net profit bamiount
lower or equal to PLN 2,025,000.

(b) Credit risk

The Group is exposed to credit risk in connectiagthwash and cash equivalents, deposits at banks an
financial institutions, as well as credit exposumdsthe Group’s customers. When selecting banks and
financial institutions, the Group only accepts ygtredible entities. In addition, the Group purs@epolicy
limiting credit exposure connected with particufarancial institutions. As regards customers, th®up
sells its products to a group of regular customer®se credibility has been proven in the years of
cooperation.

The table below shows exposure to credit risk aeditrisk concentration:

2009 2008
Cash in hand and bank deposits 727,817 140,947
Current trade debtors 96,454 106,979
Total exposure to credit risk 824,271 247,926
Receivables from 7 key customers 78,459 99,368
81% 93%
Concentration of credit risk under receivables fiokey customers ° °
Cash deposited at banks: Bank Millennium S.A.SE®DA., PKO Bank
Polski S.A. (expressed as % of total cash and dephksits) 65% 91%
Cash deposited at BRE BANK S.A. (expressed as #étaf cash and bank
deposits) 30%

The ability of the Group’s main customers to makgments for goods is good, therefore the credit ids
assessed as low. The Group has worked with thesternars for quite a long time and to date no proble
with payments have occurred. The share of receegaftbm other customers in total trade debtorsots n
significant.

The banks at which the Group places its cash apdsits have been awarded the following ratingsa(dat
at the date of these consolidated financial statésie
- Bank Millennium S.A. — long-term Fitch rating: A

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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- Bank Ochronysrodowiska S.A. — long-term Fitch rating: BBB
- PKO Bank Polski S.A. — Fitch support rating: ® {(ong-term rating was awarded)
- BRE Bank S.A. — long-term Fitch rating: A

(c) liquidity risk

Conservative management of liquidity risk consisetsinter alia, maintaining appropriate amounts of cash
and ensuring availability of financing through seéeg credit facilities of appropriate size. The ragament
monitors the current forecasts concerning the Gsoliguid assets (comprising available credit fiiei as
well as cash and cash equivalents) based on estimash flows.

The table below presents an analysis of the Grdiipésicial liabilities by remaining contractual rogty as
from the balance-sheet date. The amounts presentbe table are contractual, non-discounted choshst
The balance to be repaid within 12 months is piteskim carrying values given that the discount @ffen
the value is insignificant.

Less than From1to From 2to Over 5

1 year 2 years 5 years years
Balance as at 31 December 2009
Loans and borrowings 12,175 61,954 218,351 -
Trade creditors and other liabilities 119,044 8,725 9,894 8,776

Less than From1to From 2to Over 5

1 year 2 years 5 years years
Balance as at 31 December 2008
Loans and borrowings 106,480 - - -
Trade creditors and other liabilities 117,223 1,408 4,225 4,225

Liabilities maturing in less than 1 year are chig#ipresented by liabilities whose maturity fallghin up to
3 months as from the balance-sheet date.

(d) sensitivity analysis of the financial result
Based on the 2009 data concerning the Group’sklumsimess, the sensitivity of the financial resolthanges
in market risk factors (price of coal and intenedgées) has been assessed.

The assessment indicates that a 1% increase inrtiheprice of coal (translating into a 1% increase

revenues from the sale of coal) results in a risén® result on sales by 4.32%. Similarly, a 1%rdase in

the coal price reduces the result on sales by 4.32% table below shows changes in the result lirerot
analysed ranges (assuming that other factors reamaimanged).

;?fgge in -15% -10% 5% 2% 1% 0% 1% 2% 5% 10% 15%
Changeln 0, 0, 0, 0, 0, 0, 0, 0, 0, 0, 0,
b 64.82%  -43.22%  -21.61% -8.64% -4.32% 0.00% 4.32% 8.64% 21.61% 43.22% 64.82%

With a view to mitigating the risk related to chasgn prices of energy sources, the Group entérdong-
term commercial contracts with key customers pusitttppower coal.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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3.2.

Managing capital risk

The Group’s objective in the area of managing ehpisk is to protect the Group’s ability to contanas
going concern, deliver returns for shareholders bedefits to other interested parties, and maintian
optimum capital structure to reduce the cost oftahp

In order to maintain or adjust the capital struefdhe Group may change the amount of dividendaded!|to

be paid to shareholders, refund capital to shadehns] issue new shares or dispose of assets wigwato
reducing indebtedness.

In the area of capital management, the Group facesemanaging cash and cash equivalents, and debts
under contracted loans.

In 2008 and 2009, the Group contracted a bank foathe financing of current operations and investin
activities of the Parent Undertaking. The tableoleshows the relation between the net debt anddpéal
employed:

31 Dec. 2009 31 Dec. 2008
Total loans 250,000 100,000
Less: Net of cash and cash equivalents (727,817) (140,947)
Net debt / (liquid assets) (477,817) (40,947)
Total shareholders' equity 1,738,896 1,115,748
Employed capital 1,261,079 1,074,801

Material accounting estimates and judgments

The accounting estimates and judgments are basq@hstnexperience as well as other factors, inctudin
assessments of future events which seem justifiea diven situation. Accounting estimates and juelgi®
are reviewed on a regular basis.

The Group makes estimates and assumptions relatitige future. By definition, such accounting esties
are rarely identical with the actual results. Beltlwe estimates and assumptions which bear a signifrisk
that a material adjustment will have to be madthéocarrying value of assets and liabilities in filléowing
financial year are discussed.

Estimate concerning the mine’s life and the sizeoal reserves

Based on the current coal reserves and estimatetligion capacities, the mine’s life has been esttioh to
continue until 2034. However, the actual date efrttine closure may differ from the Group’s estiraaféhis
follows from the fact that the length of the minkfe has been estimated using the current coarves only.
Over the next few years, the Group plans to expendhining area by adding K-3, K-6 and K-7 reserves
which may significantly prolong the mine’s life. @hGroup has already commenced work on acquiring
licenses necessary to add these reserves to tliregrairea.

Estimate concerning provision for mining plant deroissioning

The Group establishes a provision for expensegecklto closure of a mining plant, as required under
applicable provisions. The main assumptions useatetermine the amount of expenses related to tseia

of a mining plant include assumptions regarding thiee’s life, expected inflation rate and long-term
discount rates. Any changes to these assumptifect #fie carrying value of the provision.

Assumptions regarding the life of the mine havenbdescribed above.

The table below shows inflation rates assumedhferyears 2004-2034:

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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year 2004 200t 2006 2007 2008 2009 201011 2012 2013 20142015 2016 2017 2018 2019
inflation (%) 3.50 2.1C 1.0C 2.5C 4.20 3.50 2.30 2.502.8C 2.4C 2.00 2.50 3.00 3.50 3.3C 3.20

yeal 2020 2021 202z 202: 2024 2028 202¢ 2027 202¢ 202¢ 203(C 2031 203z 203: 203¢
inflation (%) 3.10 3.0C 2.9C 2.8C 2.70 2.60 2.50 2.402.3C 2.2C 2.20 2.20 2.20 2.20 2.2C

The long-term discount rates were estimated orb#sés of the inflation rates shown above, incredsed
a premium of 2 percentage points.

If the actual interest rates departed from the Mangent Board’'s estimates by 10%, the carrying value
provisions would be PLN 895,000 higher or PLN 888,0ower.

Retirement benefits

The current value of employee benefits depends mmaber of factors which are determined with the ofs
actuarial methods on the basis of certain assumgtidhe assumptions used to determine the provésian
expenses related to employee benefits include gsame concerning discount rates. Key assumptions

regarding provisions for employee benefits aregmted in Note 17. Any changes to these assumpdifiest
the carrying value of the provisions for employeadfits.

5. Information on business segments

(a) Key reporting structure — industry segments

The Group’s core business is production and satmal. In 2009, revenue from sales of other prasiacd
services amounted to PLN 39,712,000 (in 2008: PEZN36,000), representing, respectively, 3.55% id920
and 3.58% in 2008 of total sales revenue.

Accordingly, the Group does not present its redwtindustry segments.

(b) Supplementary reporting structure — geographicagrsents

The Group operates primarily in Poland. In 2009ereie from foreign sales amounted to PLN 705,000 (i
2008: PLN 257,000), representing, respectively6@@nd 0.03% of total revenue in each of the yegs.
Group does not hold assets or liabilities outsidieafd.

Accordingly, the Group does not present its redwjtgeographical segments.

Within the scope of its duties, the Management Ba@eralyses financial data which is in agreemert thie
consolidated financial statements prepared in @ecare with the IFRS.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
26



Lubelski Wegiel BOGDANKA S.A. Capital Group
Consolidated Financial Statements for the period fom 1 January 2009 to 31 December 2009
(Al amounts in tables are expressed in PLN ‘000lass stated otherwise)

6. Tangible fixed assets
Land Buildings Plantand  Vehicles Other Tangible Total
and equipment tangible fixed assets
structures fixed in
(including assets construction
mining
excavations)
As at 1 January 2008
Cost or assessed value 2,013 966,853 592,957 81,433 11,167 273,404 1,927,827
Depreciation - (423,409) (306,173) (33,376) (6,592) - (769,550)
Net book value 2,013 543,444 286,784 48,057 4,575 273,404 1,158,277
As at 31 December 2008
Net book value at beginning of
year 2,013 543,444 286,784 48,057 4,575 273,404 1,158,277
Increases 99 243,251 76,940 6,925 1,527 287,554 616,296
Decreases (15) (94) - (25) - (306,275) (306,409)
Depreciation - (83,905) (38,843) (10,307) (1,150) - (134,205)
Net book value 2,097 702,696 324,881 44,650 4,952 254,683 1,333,959
As at 31 December 2008
Cost or assessed value 2,097 1,133,335 669,909 88,034 12,555 254,683 2,160,613
Depreciation - (430,639) (345,028) (43,384) (7,603) - (826,654)
Net book value 2,097 702,696 324,881 44,650 4,952 254,683 1,333,959
As at 31 December 2009
Net book value at beginning of
year 2,097 702,696 324,881 44,650 4,952 254,683 1,333,959
Increases 1,004 252,944 72,173 8,839 2,793 373,032 710,785
Decreases* - (14,013) (2,078) (207) (4) (330,810) (347,012
Depreciation - (88,622) (40,125 (9,051) (1,207) - (139,005)
Net book value 3,101 853,005 354,851 44,331 6,534 296,905 1,558,727
As at 31 December 2009
Cost or assessed value 3,101 1,391,301 723,819 93,171 15,203 296,905 2,523,500
Depreciation - (538,296) (368,968) (48,840) (8,669) - (964,773)
Net book value 3,101 853,005 354,851 44,331 6,534 296,905 1,558,727

* the item includes write-offs revaluating tangiliileed assets

The write-offs revaluating tangible fixed assets arade based on the analysis of individual tandikkd
assets and tangible fixed assets under construetikimy into account their technological usefulness
Tangible fixed assets are classified to the follm\groups:

- tangible fixed assets used in full,

- tangible fixed assets fully unserviceable,

- tangible fixed assets partially unserviceable.

The revaluation write-offs made in full amount fbe tangible fixed assets fully unserviceable. Basethe
analysis as at 31 December 2009, revaluation wffsefor the tangible fixed assets and tangiblediassets
under construction were made in the amount of P|19@,000.

Buildings and .
Tangible
structures )
. : Plant and fixed assets
(including . ) Total
. equipment in
mining .
. construction
excavations)
Revaluation write-offs 5,580 1,490 120 7,190

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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due to impairment of
value

The revaluation write-off due to impairment of valas aB1 December 2009 amounting to PLN 7,190,000
was disclosed in the consolidated statement of cengmsive income under other the ‘net profits sésS
item.

The percentage of impairment charges for tangibkets relating to the Kalenica resort which ardlyar
useless was determined on the basis of a detaildgisis of usefulness.

Based on the analysis as at 31 December 2009,ustical write-offs for the tangible fixed assetstioé
abovementioned resort were made in the amount Nf4£000,000.

The revaluation write-off due to impairment of valas at 31 December 2009 amounting to PLN 4,000,000
was disclosed in the Statement of comprehensivaecunder other the ‘net profits / losses’ item.

The item “Increase in tangible fixed assets unaerstruction” comprises the value of third partyafiicing
according to the capitalisation rate applied fasthcosts in 2009, i.e. 4.75%.

2009 2008

Capitalised borrowing costs (9,353) -
Adjustment by income on temporary investments shca 6,852 -
(2,501) -

The “Decreases in tangible fixed assets in constmititem mainly consists of reclassificationsitgfms to
other categories of fixed assets, where the satnevare disclosed in the “Increases” item.

Depreciation of tangible fixed assets is disclogethe consolidated statement of comprehensivenigcas

follows:
2009 2008
Costs of products, goods and materials sold (132,90 (130,787)
Cost of sales (305) (174)
Administrative costs (5,797) (3,244)
(139,005) (134,205)

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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7. Intangible fixed assets

Computer Fees and Geological Other Total
software licences information

As at 1 January 2008

Cost or assessed value 2,412 607 10,789 49 13,857

Amortisation (790) (544) (1,079) (29) (2,442)

Net book value 1,622 63 9,710 20 11,415

As at 31 December 2008

Net book value at beginning of year 1,622 63 9,710 20 11,415

Increases 385 255 - 63 703

Amortisation (918) (100) (948) (11) (1,977)

Net book value 1,089 218 8,762 72 10,141

As at 31 December 2008

Cost or assessed value 2,797 781 10,789 79 14,446

Amortisation (1,708) (563) (2,027) (7) (4,305)

Net book value 1,089 218 8,762 72 10,141

As at 31 December 2009

Net book value at beginning of year 1,089 218 8,762 72 10,141

Increases 807 3,437 - 87 4,331

Amortisation (885) (100) (1,275) (13) (2,273)

Net book value 1,011 3,555 7,487 146 12,199

As at 31 December 2009 -

Cost or assessed value 3,635 4,449 10,789 225 19,098

Amortisation (2,624) (894) (3,302) (79) (6,899)

Net book value 1,011 3,555 7,487 146 12,199
Amortisation of intangible fixed assets is disclbsethe consolidated statement of comprehensisenie as
follows:

2009 2008

Costs of products, goods and materials sold (2,173) (1,876)

Cost of sales (5) (5)

Administrative costs (95) (96)

(2,273) (1,977)

8. Investments in affiliated undertakings

2009 2008
As at the beginning of period 8 107
Sale of shares (20) -
Share in (losses)/profits 89 (99)
As at the end of period 77 8

The Group’s shares in the associated undertakimayg of which is listed on the stock exchange, el as

shares in the aggregate assets, liabilities, revand profits:

Notes presented on pages 8 - 46 make an integtadftaese consolidated financial statements.
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Name of the Registration Assets Liabilities Revenue Net Shares held

undertaking country profit/(loss) (%)

2008

EKSPERT Sp. z 0.0. Poland 184 209 1,561 (170) 44.4

Gornik teczna S.A. Poland 1,410 1,351 7,954 274 35.0
1,594 1,560 9,515 104

2009

EKSPERT Sp. z 0.0. Poland 220 68 1,704 180 44.4

Gornik teczna S.A. Poland - - - - -

220 68 1,704 180

In connection with the Ordinance by the Ministertlod State Treasury upon rules of running sponsoring
activities by companies that are partially owneciy State Treasury, the Management Board of thenPa
Undertaking adopted a resolution to submit a sk for 420 shares in Gornikeczna S.A. in &czna.

On 1 December 2009, the Management Board decidsdlitto GKS Goérnik £czna Association in éczna
420 shares in GoOrnikgczna S.A. held by Lubelski ¥giel BOGDANKA S.A. for the total price PLN
420,000, i.e. the nominal price. The shares weltk@o 14 December 2009.

The result of investment disposal calculated by wfagomparing the proceeds from sale with theiryiag
value was disclosed in the consolidated statemkenbmprehensive income, under the ‘financial incame

expenses’ item.
9. Financial instruments by type

Accounting policies for financial instruments wexgplied to the items presented below:

Notes presented on pages 8 - 46 make an integtadftaese consolidated financial statements.
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Loans and Total
receivables
31 December 2009
Assets as disclosed in the consolidated
statement of financial standing
Trade debtors 96,454 96,454
Cash and cash equivalents 727,817 727,817
Total 824,271 824,271
Other Total
financial
liabilities
Liabilities as disclosed in the consolidated
statement of financial standing
Loans and borrowings 250,000 250,000
Trade creditors and other financial liabilities 111 101,721
Total 351,721 351,721
Interest and commissions paid
Interest 9,237
Fees and commissions 786
Total 10,023
Loans and Total
receivables
31 December 2008
Assets as disclosed in the consolidated
statement of financial standing
Trade debtors 106,979 106,979
Cash and cash equivalents 140,947 140,947
Total 247,926 247,926
Other Total
financial
liabilities
Liabilities as disclosed in the consolidated
statement of financial standing
Loans and borrowings 100,000 100,000
Trade creditors and other financial liabilities 98 73,579
Total 173,579 173,579
Interest and commissions paid
Interest 8,978
Fees and commissions 310
Total 9,288
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9.1. Trade debtors and other receivables

31 Dec. 2009 31 Dec. 2008

Trade debtors 102,864 115,038
Less: write-off revaluating accounts receivable 416) (8,059)
Net trade debtors 96,454 106,979
Prepayments 11,268 16,262
Other accounts receivable 9,768 12,542
short-term 117,490 135,783
Prepayments 367 852
Other accounts receivable - -
long-term 367 852
117,857 136,635

Total trade debtors and other receivables

Fair value of trade debtors and other accountsivaole does not differ significantly from their cging

value.
All receivables of the Group are expressed in PLN.

Changes in the write-off revaluating trade debtwespresented below:

2009 2008
As at 1 January 8,059 3,884
Creating a write-off 2,562 7,067
Receivables written down during the year as unctbke (448) (252)
Reversal of unused amounts (3,763) (2,640)
6,410 8,059

As at 31 December

Creating and releasing the write-off for the impaént of value was disclosed in the ‘other net {légsofit’

item of the consolidated statement of compreheriaiv@me.

Other categories of trade debtors and other acsaantivable do not included items of reduced value

Maturity structure of accounts receivable with irnpeent of value is presented in the table below:

31 Dec. 2009 31 Dec. 2008

Up to 1 month inclusive 5,435 6,633
1 to 3 months - 128
3 to 6 months 69 38
6 to 12 months 38 -
Above 12 months 868 1,260
6,410 8,059
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Maturity structure of accounts receivable with exgpto which the payment deadline has elapsed,hadrie
however unlikely to lose value, is presented inttide below:

31 Dec. 2009 31 Dec. 2008

Up to 1 month inclusive 4,833 4,158
1 to 3 months 32 263
3 to 6 months 41 323
6 to 12 months 202 2
Above 12 months 35 -

5,143 4,746

Maximum exposure to credit risk as at the reportitage is the fair value of each category of account
receivable described above. The Parent Undertdiasga bank loan secured with the transfer of rabéeg
from the sale of coal.

10. Stocks
31 Dec. 2009 31 Dec. 2008
Materials 32,201 30,374
production in progress 615 770
Write-off for revaluating to the sale price, likdly achieve (63) (129)
Finished goods 18,529 4,749
Write-off for revaluating to the sale price, likely achieve (900) (709)

50,382 35,055

Write-offs revaluating the value of stock was preed in the consolidated statement of comprehensive

income in the ‘other net profit / (loss)’ item.
Cost of stock disclosed under ‘Cost of productgydyoand materials sold’ amounted to PLN 760,933i000

2009 (2008: PLN 786,003,000).

11. Cash and cash equivalents

31 Dec. 2009 31 Dec. 2008
Cash in banks and at hand 159,301 4,099
Short-term bank deposits 568,516 136,848
727,817 140,947

including:
Long-term* 46,158 41,073
Short-term 681,659 99,874
727,817 140,947

* cash with restricted liquidity

Value of cash with restricted liquidity amountedRbN 46,963,000 as at 31 December 2009, (2008: PLN
42,231,000) and primarily comprises the funds digpdsn the Mine Closure Fund for the coveragehef t
costs of closing a mine.

Effective interest rates of short-term bank degoait close to nominal interest rates, and thevédire of the

short-term bank deposits does not differ materifdym their carrying value. Interest rates are Hase
WIBOR rates which stood at the following levels (WIBOR):

2009 — 3.5% - 5.6%
2008 — 5.4% - 6.6%

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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12.

13.

Share capital

Number of Sﬁé?érsla_ry ar Hyperinflation Total
shares ('000) P adjustment
value
As at 1 January 2008 2,301 115,068 131,090 246,158
As at 31 December 2008 23,014 115,068 131,090 246,158
Increase due to share issue 11,000 55,000 - 55,000
As at 31 December 2009 34,014 170,068 131,090 301,158

All shares issued by the Parent Undertaking haea dly paid up.

On 29 October 2008, the General Shareholders Mgefithe Parent Undertaking adopted a resolution on
changing the existing number of the Parent Undartpk shares by dividing their par value in a ratfdl:10,

so that the previous par value of each share of BLMould be established as PLN 5 per share. Asualtr

of the change in the par value of the shares, sadhs A, B and C share that has so far been issutda
previous par value of PLN 50, was exchanged fosliéres of series A, B and C respectively, withtagh
identical to those of the shares before the divisiod a par value of PLN 5 per share. The dividedes will
participate in the dividend to the same extentedere the division.

On 22 June 2009, pursuant to the decision of tHsHP&inancial Supervision Authority, Series A a@d
Shares and Rights to Series C Shares were adnuteablic trading on the WSE main market. On 25eJun
2009, the Parent Undertaking made its debut oMi8& by introducing Rights to Series C Shares tirigh
The issue price of Series C Shares was PLN 48.0Qhenvalue of the public offering was PLN 528 il

The above amount was reduced by the costs of ogroyfit the offering and disclosed as a capitaleiase in
July 2009. The value of the share issue costs,hwmeduced the value of other capitals, amounteLid
6,949,000. The share capital of the Parent Undegakas increased by means of an issue of 11 millio
shares with a value of PLN 55 million and currergtyjounts to PLN 170,068,000 (PLN 301,158,000 after
hyperinflation revaluation). The increase in tharghcapital was registered on 10 July 2009 by tiséribt
Court in Lublin, XI Commercial Division of the Natial Court Register.

The funds obtained by the Parent Undertaking frbenrtew issue of shares conducted in June 2009 were
deposited in the account of the undertaking onul$ 2009. Currently the Group finances its investiae
from its own resources and the loan contracted #ihk PKO BP in the amount of PLN 250 million. The
commencement of tender procedures for the most-edeasive investments, such as the extensiomef t
Mechanical Processing Plant for Coal, the constooaf a flyover from Stefanéw to Bogdanka or gether
mining works in the Stefanoéw Field, will mean thie funds obtained from the issue will be used
successively, already in 2010.

Other capitals

Pursuant to the Articles of Association, the Pakéntlertaking can create supplementary capital ahdro
reserve capitals, the purpose of which is deterchimeprovisions of law and resolutions of decisinaking
bodies.

In 2009 the value of other capitals was increaseBIIN 466,051,000. The increase in other capitalévds
from the share premium of PLN 473,000,000 lessctists of carrying out the public offering in the@mt
of PLN 6,949,000.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.

34



Lubelski Wegiel BOGDANKA S.A. Capital Group
Consolidated Financial Statements for the period fom 1 January 2009 to 31 December 2009
(Al amounts in tables are expressed in PLN ‘000lass stated otherwise)

14.

15.

16.

Trade creditors and other liabilities

Trade creditors
Accruals
Other liabilities, including:
the Company Social Benefits Fund,
Liabilities due security deposit
Investment liabilities
Other liabilities
Total financial liabilities
Non—financial liabilities — social security and ettiax payable
Total trade creditors and other liabilities

including:

Long-term
Short-term

Loans and borrowings

Long-term:
Bank loans

Short-term:
Working capital bank loans

31 Dec. 2009 31 Dec. 2008
63,402 50,600
26,951 26,137
51,983 48,653

4,811 5,197
3,047 2,634
35,272 20,345
8,853 20,477
142,326 125,390
28,712 32,235
171,038 157,625
7,834 9,622
163,204 148,003
171,038 157,625
31 Dec. 2009 31 Dec. 2008
250,000 -
- 100,000
250,000 100,000

The bank loan matures on 31 December 2014 and bearsst equal to 3M WIBOR + bank margin. Details

on maturity dates of the loan are presented in 83dte

The fair value of loans does not significantly diffrom their carrying value.

The Group takes out loans in PLN.

The Group has the following unused credit lines:

with a variable interest rate:
- expiring within one year

31 Dec. 2009

31 Dec. 2008

60,000

60,000

Limits expiring within one year are limits grantid a one-year period or shorter.

Deferred income tax

Assets and liabilities regarding the deferred inedax mutually set-off is the Group has an enfdsteegal
title for offsetting current tax assets and lial@k and if the deferred income tax is subjecefmorting to the

same tax office. Following the set off, the follagi amounts are presented in the consolidated fialanc

statements:

Notes presented on pages 8 - 46 make an integtadftaese consolidated financial statements.
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31 Dec. 2009 31 Dec. 2008
Deferred income tax assets
- to be realised after 12 months 35,363 31,330
- to be realised within 12 months 3,722 8,974
39,085 40,304
Deferred income tax liabilities
- to be realised after 12 months 95,127 92,354
- to be realised within 12 months 2,236 5,296
97,363 97,650
Deferred income tax liabilities (net) 58,278 57,346

Changes in the assets and liabilities regardingléferred income tax during the year (before thetroff is

taken into account under one legal jurisdictior®) thie following:

Deferred income tax assets Employee Write- Unpaid  Provision for Other Total
benefits and  offs due remuneration real property
similar to and other tax
liabilities impairme benefits
nt of
value
As at 1 January 2008 18,646 3,388 7,549 - 208 29,791
Decrease/(increase) of the
financial result 4,235 (1,271) (113) 6,145 1,517 10,513
As at 31 December 2008 22,881 2,117 7,436 6,145 1,725 40,304
Decrease/(increase) of the
financial result 739 2,126 (5,519) 1,355 80 (1,219)
As at 31 December 2009 23,620 4,243 1,917 7,500 1,805 39,085
Deferred income tax Valuation of Costs of  Provision for Other Total
liabilities fixed assets panel  mine closure
strengthening
As at 1 January 2008 86,011 1,001 5,349 342 92,703
Decrease/(increase) of the
financial result 2,331 1,051 17 1,548 4,947
As at 31 December 2008 88,342 2,052 5,366 1,890 97,650
Decrease/(increase) of the
financial result 1,772 (130) (353) (1,576) (287)
As at 31 December 2009 90,114 1,922 5,013 314 97,363
Employee benefits liabilities
31 Dec. 2009 31 Dec. 2008
Liabilities as disclosed in the consolidated stagenof financial
standing
- Retirement and disability benefits 29,353 30,403
- Long service awards 37,712 33,998
- Coal allowances in kind 52,705 54,690
- Other benefits for employees 5,156 1,335
124,926 120,426

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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2009 2008
Costs as disclosed in the consolidated statemesdroprehensive
income

- Retirement and disability benefits 798 8,422
- Long service awards 11,427 8,774
- Coal allowances in kind 299 15,346
- Other benefits for employees 4,054 (256)
16,578 32,286

Amounts disclosed in the consolidated statemenbofprehensive income are as follows:
2009 2008
Liabilities at the beginning of period 120,426 100,557
Costs of current employment 8,449 4,480
Interest expense 6,394 5,762
Costs of past employment - -
Actuarial losses / (profits) 1,735 22,044
Disclosed in total in the employee benefits costs 6,578 32,286
Benefits paid (12,078) (12,417)
Liabilities at end of period 124,926 120,426

including:

- long-term 98,588 101,549
- short-term 26,338 18,877

Amounts disclosed in the consolidated statemenbofprehensive income in 2009 are as follows:

Benefits Post-

during employment
employment benefits Total
Liabilities at the beginning of period 35,350 85,076 120,426
Costs of current employment 6,357 2,092 8,449
Interest expense 1,803 4,591 6,394
Costs of past employment - -
Actuarial losses / (profits) 7,319 (5,584) 1,735
Disclosed in total in the employee benefits costs 5479 1,099 16,578

Amounts disclosed in the consolidated statemenbofprehensive income in 2008 are as follows:

Benefits Post-

during employment
employment benefits Total
Liabilities at the beginning of period 35,090 65,467 100,557
Costs of current employment 2,905 1,575 4,480
Interest expense 1,944 3,818 5,762
Costs of past employment - - -
Actuarial losses / (profits) 3,668 18,376 22,044
Disclosed in total in the employee benefits costs ,587 23,769 32,286

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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Employee benefits costs are disclosed in the cafeted statement of comprehensive income as follows

2009 2008
Costs of products, goods and materials sold 15,139 30,671
Cost of sales 93 96
Administrative costs 1,346 1,519
Disclosed in total in the employee benefits costs 6,578 32,286
Main actuarial assumptions made:
2009 2008
Discount rate 6.00% 5.50%
Increase in remunerations in the subsequent year 50%. 7.40%
Increase in remunerations in 2011-2019 / 2010-2018 1.00% 1.00%
Increase in remunerations after 2019 2.50% 2.50%

The assumptions for future mortality are based pimions, published statistics and experience irvarg
area. Average expected length of life (in yearg)@tons retiring as at the balance-sheet date:

2009 2008
Men 12.69 12.69
Women 22.94 22.94
18. Provisions for other liabilities and charges
Mine Mining Legal Total
closure damage claims
As at 1 January 2008 44,300 - 6,136 50,436
including:
Long-term 44,300 - - 44,300
Short-term - - 6,136 6,136
Recognition in the consolidated statement
of comprehensive income
- Creation of additional provisions 6,840 - 36,350 43,190
- Release of an unused provision - - (1,796) (1,796)
- Interest - - 11,257 11,257
- Discount settlement 3,197 - - 3,197
As at 31 December 2008 54,337 - 51,947 106,284
including:
Long-term 54,337 - - 54,337
Short-term - - 51,947 51,947
Recognition in the consolidated statement
of comprehensive income
- Creation of additional provisions 5,784 6,680 15,332 27,796
- Release of an unused provision - - (18,403) (18,403)
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- Interest - - 8,040 8,040
- Discount settlement 2,958 - - 2,958
As at 31 December 2009 63,079 6,680 56,916 126,675
including:
Long-term 63,079 - - 63,079
Short-term - 6,680 56,916 63,596

Cost of interest was disclosed in the statemerttoaiprehensive income under the ‘costs of products,
goods and materials sold’.

(a) Closure of mines and removal of mining damage

The Parent Undertaking creates a provision forscoliquidating a mining plant, which it is oblig¢o incur
under current laws.

Given the need of removing mining damage, in 20@9Rarent Undertaking created a provision for nginin
damage. Estimated value of works necessary foddh@eage removal is: PLN 6,680,000.

(b) Legal claims
The amounts disclosed constitute:

— aprovision for certain legal claims filed agaitie# Group by customers and suppliers. The amount
of the provision is disclosed in the consolidatedtesnent of comprehensive income as
administrative expenses. In the Management Boamlision, supported by an appropriate legal
opinion, those claims being filed will not result significant losses in an amount that would
exceed the value of provisions created as at 3&mber 2009.

— a provision for real property tax. While preparisgtements for real property tax, the Parent
Undertaking (like other mining companies in Poladdes not take into account the value of
buildings and equipment located in mining excavatior the purpose of calculating this tax. By
the decision of 30 May 2008, the Administrator atRacz6w Commune stated that tax arrears for
2003 on this account amounted to PLN 6,965,000¢hkvhias paid by the Parent Undertaking. The
amount of tax arrears was calculated based onsthargtion that most building structures entered
in the fixed assets register maintained for taxppses as type 200 (construction for mining and
extraction) in group 2 (land and water engineestrgctures) are taxable, although according to
recent developments in case law only buildings agdipment located in mining excavations
should be subject to taxation, while the excavatiself, understood as “space in a land property
or in a rock mass created as a result of miningkg/oshould not be subject to taxation. In 2008,
the Parent Undertaking paid a total of PLN 7,968,00 tax with interest to the Communes of
Cycow and Puchaczéw. On 24 February 2009 and 17ctMa009 the Local Government
Appellate Court in Lublin issued final decisionsncerning liabilities on the account of real
property tax related to mining excavations for 2093he Communes of Cycéw and Puchaczéw,
ruling that the amounts of the tax together witteiast paid by the Parent Undertaking to these
communes in 2008 should be returned. Although #ieé amounts concerning 2003 were returned,
the Communes of Cycow and Puchaczéw filed comaimtthe District Prosecutor in Wiodawa
and District Prosecutor in Lublin, respectively. &sesult, the Provincial Administrative Court in
Lublin overturned the decision of the Local Goveamin Appellate Court with respect to the
Commune of Puchaczéw and suspended the proceediggsding the real property tax for 2003
with respect to the Commune of Cycéw until the Gibuigonal Tribunal issues decision on Polskie
Sieci Elektroenergetyczne S.A. and replies the tipreposed by the Provincial Administrative
Court in Gliwice. In 2009, the communes where tlageRt Undertaking extracts coal conducted
clarification proceedings regarding mining pitsesded for mining in 2004. Proceedings to
determine the amount of property tax liability {8004 we completed with the issuance of
decisions by the Head of the Puchaczéw communetendiead of the Cycow commune on 30
November 2009. The decisions are immediately epfible as of 2 December 2009. Under the
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writs of enforcements, on 22 December 2009 thd witedPLN 7,190,200 was remitted to the
account of the Lubelski Tax Office. The amount casgd: real property tax of PLN 4,973,800,
interest of PLN 1,746,000 and enforcement cosiLd¥ 470,400.

Based on the above assumption and the fact that etiming communes in Poland have taken
action aimed at charging mining companies suchxatte Group also calculated an amount of
arrears on account of real property tax for othemiqols not covered by statute of limitations and
for all communes in which it conducts mining adtes. The amount the provision so estimated of
PLN 55,217,000 was disclosed in the books as d&¥mber 2009 (as at 31 December 2008 —

PLN: 42,090,000).

19. Revenue on sales

Sales of coal

Sales of ceramics

Other activities

Sales of goods and materials
Total revenue on sales

20. Costs by type

Amortisation/depreciation
Materials and energy used
Contracted services
Employee benefits

Entertainment and advertising expenses

Taxes and charges
Other costs by type

Total costs by type
Cost of sales
Administrative costs
Activities for own needs
Change in products

Cost of products sold

Value of goods and materials sold

Costs of products, goods and materials sold

21. Other income

Interest

Compensations and damages received

2009 2008
1,078,681 996,249
8,528 2,501
22,514 26,145
8,670 8,380

1,118,393 1,033,275

2009 2008
141,278 136,182
321,540 195,681
206,245 169,623
404,724 337,742

9,110 8,407

21,537 51,340
31,272 15,030
1,135,706 914,005

(41,316) (40,584)
(66,617) (53,018)
(264,009)  (111,670)

(10,983) 11,266
752,781 719,999
8,152 7,865

760,933 727,864

2009 2008
- 123
1,677 741
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Other 4,466 358
Total other income 6,143 1,222
22. Other expenses
2009 2008
Interest - (226)
Donations (845) (2,749)
Enforcement fees and penalties (1,053) -
Other (242) (732)
Total other expenses (2,140) (3,707)
23. Other profits/(losses) - net
2009 2008
Profit / (loss) on sale of tangible fixed assets 1,811 203
Result from settlement of the results of fortuitevents - 1,045
Currency exchange differences (696) (1,758)
Revaluation of stock (963) (838)
Other (26,972) (635)
of which:
- Creating revaluation write-offs for tangible ftkassets (11,190) (3,885)
- Creating provision for mining damage (6,680) -
Total other profits/(losses) - net (26,820) (5,868)

The result from settlement of the results of fadus events results from the difference betweerdémeages
received from the insurance company (2008: PLN G@D), and the value of assets damaged in fitbeof

brick plant (2008: PLN 4,155,000).

24, Financial income and expenses

Interest income on short-term bank deposits
Other

Financial income

Interest expenses:

- bank loans

- settlement of discount on long-term provisions
Fees and commissions

Financial expenses

Net financial expenses

2009 2008
16,953 7,559
1,159 50
18,112 7,609
(3,332) (5,553)
,9%3) (3,197)
(786) (310)
(7,076) (9,060)
11,036 (1,451)
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25. Income tax
2009 2008
Current tax 46,061 51,681
Deferred tax 932 (5,565)
46,993 46,116

The Group’s income tax on the gross profit befasation differs from the theoretical amount whicouhd
be obtained if the rate of 19% was applied (applieao the profit of the consolidated companies), a

follows:
2009 2008
Profit before taxation 237,835 201,907
Tax calculated at the rate of 19% 45,189 38,362
Non-taxable income (21,610) (808)
Costs not carried as costs of sales 23,414 8,562
Decrease in financial result by the income tax 4693 46,116

The regulations concerning value added tax, regey tax, corporate income tax, personal incaameand
social security contributions are frequently chahg@s a result, there is sometimes no reference to
established regulations or legal precedents. Tipéicaple regulations also contain ambiguities whiebult

in differences in opinions regarding the legal iptetation of tax regulations, both between statbarities

and between state authorities and businesses.

Such interpretational doubts concern, for examiale,classification of outlays on creating certaiminng
excavations. The practice currently applied by @Gmup and other coal sector companies consists of
recognising costs related to the creation of “exatimn excavations”, i.e. excavations which ar¢ part of
permanent underground infrastructure of a mineatly in the tax costs of the period.

However, in the light of applicable tax regulatipitsnay not be ruled out that such costs couldlhssified

for the purpose of corporate income tax in a way thiffers from the classification presented by @eup,
which could potentially result in adjustments inrpmrate income tax settlements and the paymentof a
additional amount of tax. Such amount would beifigant.

Tax and other settlements (e.g. customs or foreigrency settlements) can be inspected by the gtidso
which are entitled to impose heavy fines, and &odil amounts of liabilities established as a resfilan
inspection must be paid with high interest. Assute the tax risk in Poland is greater than thiiciv usually
exists in countries with more advanced tax systefas. settlements can be inspected within a five-yea
period. Amounts disclosed in the financial statetsean therefore be changed after their amounbhaa
finally determined by the tax authorities.

26. Earnings per share
(a) Basic

Basic earnings per share are calculated as théequatf the profit attributable to the shareholdefghe
Parent Undertaking and the weighted average nuoflm@dinary shares during the year.

2009 2008
Earnings attributable to shareholders of the Padextertaking 191,472 156,009
Weighted average number of ordinary shares ('000) 8,830 23,014
Basic earnings per share (in PLN per share) 6,64 6,78
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(b) Diluted

Diluted earnings per share are calculated by admshe weighted average number of ordinary shasei$
an exchange was made for potential ordinary sh@aasing dilution. The Parent Undertaking does r@oeh
instruments causing dilution of potential ordinathyares. Diluted earnings per share are therefaral éq
basic earnings per share of the Parent Undertaking.

27. Dividend per share
(a) Basic
The dividend rate per share is calculated as tlo#ient of the dividend attributable to the sharelea of the
Parent Undertaking and the weighted average nupfaedinary shares as at the dividend date.

2009 2008
Dividend paid 88,832 5,638
Number of ordinary shares as at the dividend da®y 23,014 23,014
Dividend per share (in PLN per share) 3.86 0.24

(b) Diluted

Diluted dividend rate per share are calculated djysting the number of ordinary shares as if arharge
was made for potential ordinary shares causindidilu The Parent Undertaking does not have instnisne
causing dilution of potential ordinary shares. Efiere, the diluted dividend per share is equal dasid
dividend per share of the Parent Undertaking.

28. Net operating cash inflow

2009 2008
Profit before taxation 237,835 201,907
- Depreciation of tangible fixed assets (note 6) 9,085 134,205
- Amortisation of intangible fixed assets (note 7) 2,273 1,977
- (Profit)/Loss on sale of tangible fixed asseee(below) 1.811 (203)
- Net financial expenses (note 24) (11,036) 1,452
- Share in (losses)/profits of affiliated undertajs (note 8) (89) 99
- Change in employee benefits liabilities (note 17) 4,500 19,869
- Changes in provisions (note 18) 20,390 52,652
- Creating revaluation write-offs for tangible ftkassets 11,190 -
- Other flows 631 4,785
- Stock (15,327) 6,720
- Trade debtors and other receivables 18,778 (34,560)
- Trade creditors and other liabilities 13,108 6,348
Operating cash inflow 423,069 395,251
Balance-sheet change in accounts receivable (18,778 34,567
Change in accrued interest - (7)
Change in accounts receivable for the purposes dié consolidated
cash flow statement (18,778) 34,560
Balance-sheet change in liabilities 13,413 (7,673)
Change in investment liabilities (305) (14,021)
Change in liabilities for the purposes of the condiglated cash flow
statement 13,108 6,348
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29.

30.

31.

Increase in tangible fixed assets 376,274 313,907
Capitalised borrowing costs (9,353) -
Adjustment by income on temporary investments shca 6,852 -
Change in investment liabilities (305) 14,021
Acquisition of tangible fixed assets 373,468 327,928

In the consolidated cash flow statement, the amaodfinbflows from the sale of tangible fixed asséts
comprised of:

2009 2008
Net book value 1,999 134
(Profit)/Loss on sale of tangible fixed assets 11)8 203
Inflow from the sale of tangible fixed assets 188 337

Contingent items

The Group has contingent liabilities on accountegfal claims arising in the normal course of itsihess
activities and on account of potential real proptak arrears.

No significant liabilities are expected to ariseamtount of these contingent liabilities, apartrfrthose for
which provisions were created (Note 18) and thesedbed in Note 33.

In connection with the conclusion of the long-teisan agreement with PKO Bank Polski S.A. on 27 May
2008, the Parent Undertaking issued a blank pramjssote with declaration, covering the amount
corresponding to the amount of debt under the [@as interest and other Bank’s costs, for the psepof
securing the repayment of the abovementioned |dae. value of the used portion of the loan as at 31
December 2009 amounted to PLN 250 million and hasnbdisclosed as liability in the consolidated
statement of financial standing of the Group. Fertlthe loan agreement provides for a collaterghénform

of deduction from the Parent Undertaking’'s bankoaot and transfer of receivables from the saleoal ap

to the amount of liability under the loan plus ies.

Future contingent liabilities
Investment liabilities

Contractual investment liabilities incurred as he tbalance-sheet date, but still not disclosedhm t
consolidated statement of financial standing, amtain

2009 2008
Tangible fixed assets 311,028 72,485
311,028 72,485

Transactions with related entities

As at 31 December 2009, the Group was controlledhey State Treasury, which held 60,53% of the
Company shares.

Information on transactions with undertakings related to the State Treasury

As the State Treasury does not provide informatmthe public and to the companies held by theeStat
Treasury regarding a complete list of entities lwldontrolled by the State Treasury, the Managéreard
disclosed in these financial statements the traiogsescwith those related entities, which were idfesd
according to its best knowledge.
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All transactions with the entities held or contedllby the State Treasury are concluded as pargofiar
operations of the Group and are performed on as’demgth basis.

In the years ending on 31 December 2008 and 20@9fdllowing entities - companies controlled by the
State Treasury - were the most important supptiéthe Group: Huta tajuly S.A., PGE Lubelskie Zaktady
Energetyczne S.A., PGNIG in Warsaw, Zaklad Gazomnin Lublin, teczyaski District (Powiat),
Kompania Wglowa S.A. The value of trade with these entitiesiuibsequent financial years and the total
liabilities of the Group to those entities for saqgent balance-sheet dates were as follows:

2009 2008
Purchases in period (*) 188,949 163,065
Total liabilities at end of period 12,324 8,496

(*) including VAT

In the years ending on 31 December 2008 and 20@9fdllowing entities - companies controlled by the
State Treasury - were the most important customitise Group: Elektrownia ,Kozienice” S.A., ENERGA
Elektrownie Ostratka S.A., Zaklady Azotowe ,Putawy” S.A., PKP CargcAS MPEC Sp. z o.0., PGE
Elektrownie Opole S.A., \Whlokoks S.A. The value of trade with these entitiesubsequent financial years
and the total receivables of the Group from thoggies for subsequent balance-sheet dates wemlass:

2009 2008
Sales in period (*) 935,566 897,208
Total receivables at end of period 55,992 91,603

(*) including VAT

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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32.

33.

Information on transactions with the members of theManagement Board and the Supervisory Board

2009 2008
Remuneration of Management Board members 1,850 1,543
Including:
Annual award 247 44
Long-service award 110 37
Additional (incentive) award 54 -
Bonus for innovative projects 88 -
Other benefits 22 22
Pay for termination of employment relationship &mdunused holidays - 126
Remuneration of the Supervisory Board members 238 217

On the moment of the issue, the Management Boaikdup shares allocated to general trading and fham
employee shares pool. According to the Issue Pobspethe shares from the employee shares pool were
offered at the market price, i.e. at PLN 48.00.

Instability of the markets in Poland and worldwide

The crisis prevailing on the financial markets tesstamong other factors, in lower liquidity of thanking
sector, increased loan interest rates in the iatdcksector as well as very high instability of thguity
markets. Uncertainty on the global financial maskeds also evoked bankruptcies and the implementafi
recovery plans in banks in the United States, thestéfn European countries, Russia and many ofhetal.
impact of the financial crisis is impossible to égtimated and therefore it is impossible to plad take
measures to ensure full protection against itsceffd_ow liquidity on the financial markets may et the
Group's customers and their ability to pay theitereables. Deteriorating conditions of the custaher
business activities may also affect the cash floredasted by the Group’s Management Board as we¢he
assessment of the loss in value of financial andfir@ncial assets. Based on the available infaonathe
Management Board of the Group has taken into acdbenrevised estimates of the forecasted cash iflow
the assessment of the loss in value of the adsmiger liquidity of the banking system and high it rates
may have negative impact on the Group's abilitgtitain the debt and on the debt service costs.

The Group’s Management Board is not able to makeliable estimation of the impact that the possible
further deterioration of liquidity on the financialarkets and the increased instability on the ahpitd the
foreign exchange markets may have. According toMamagement Board, all necessary steps have been
taken in order to maintain balance and further graent of the Group in the current conditions.

Events after the balance-sheet date

After the balance-sheet date, to the best of thrmiBs knowledge, no material event occurred, witichld
affect the result for 2009 and were not disclosetthé consolidated financial statements.

By the publication date of these consolidated fai@nstatements, the following material events ctffey the
Group’s operations in 2010 occurred:

 on 15 January 2010 the Parent Undertaking conclutied Annex No. 5 to the Long-Term
Agreement on Sale of Power Coal No. 3/W/2007, viatektrownia Potaniec S.A. — Grupa GDF
SUEZ ENERGIA POLSKA (Current Report 2/2010);

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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on 26 January 2010 the Parent Undertaking conclathedgreement for extension thkaft top
building for Shaft 2.1 witiPtEMUG S.A. in Katowice;

in February 2009 the Parent Undertaking receivedréport from the inspection carried out by the
Fiscal Inspection Authority in Lublin, case no. \WAR0-128/08-0736-01 and 02 regarding the
correctness of settlements with the central buftyehe corporate income tax for 2006 and for VAT
for months from January to December 2006. No ifaifies regarding the settlement of the above
taxes were found,;

on 2 March 2010 the Parent Undertaking concludedirsurance agreement regarding the
Company’s assets with WARTA S.A,;

on 4 March 2010 the Parent Undertaking concludedvaLong—Term Agreement on the Supply of
Power Coal for the period of 2010 and 2025 withkElavnia Kozienice S.A. registered office in
Swieze Gérne. Estimated net value of the agreement dicepto supply prices in the current year
accounts for PLN 10,432 million;

on 9 March 2010, the Ministry of State Treasuryds®b,882,000 ordinary bearer shares of the
Lubelski Wegiel Bogdanka S.A. held by the State Treasury. Befine transactions the State

Treasury held the total of 20,589,931 shares oPtuent Undertaking, representing in total 60.53%
share in the share capital. Currently the Stateadingy holds the total of 4,707,931 shares of the
Parent Undertaking, representing in total 13,84%reshin the share capital of the Parent
Undertaking.

34. Approval of the consolidated financial statements

The Management Board of Lubelski¢giel BOGDANKA S.A. declares that as of 21 March @p1t
approves these consolidated financial statementseoGroup for the period from 1 January to 31 Dewer

20009.

Notes presented on pages 8 - 46 make an integtadfthese consolidated financial statements.
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SIGNATURES OF ALL MEMBERS OF THE MANAGEMENT BOARD

Mirostaw Taras  President of the Management Board

Vice-President for Economic and

Krystyna Financial Affairs, Chief Accountant
Borkowska
Waldemar Vice-President for Trade and /
Bernaciak Logistics B ool
Zbigniew Stopa  Vice-President for Technical Affairs _ / p
- i
Janusz Member of the Management Board
Chmielewski elected by the employees '

Notes presented on pages 8 - 46 make an integtadftaese consolidated financial statements.



