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REPORT ON REVIEW OF INTERIM CONSOLIDATED FINANCIAL STATEMENTS
TO THE SUPERVISORY BOARD OF NETIA S.A.

1. We have reviewed the attached interim consolidated balance sheet of NETIA S.A. (‘the Company’) as at June 30, 2007 and the
related interim consolidated income statement, interim consolidated cash flow statement, interim consolidated statement of
changes in equity for the six-month period then ended and the notes to the interim consolidated financial statement (‘the
attached interim consolidated financial statements’).

2. Management is responsible for the preparation and presentation of these interim consolidated financial statements in
accordance with International Financial Reporting Standard applicable to interim financial reporting as adopted by the European
Union (‘lIAS 34’). Our responsibility is to express a conclusion on these interim consolidated financial statements based on our
review.

3. We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an audit opinion.

4. The consolidated financial statements for the financial year ended 31 December 2006 were subject to an audit by an auditor
acting for another authorised audit firm who issued a unqualified opinion, on these consolidated financial statements, dated
1 March 2007.

5. Based on our review, nothing has come to our attention that causes us to believe that the attached interim consolidated financial
statements are not prepared, in all material respects, in accordance with IAS 34.

6. Without qualifying our review report we draw attention to the fact that the interim condensed consolidated financial statements of
an associate P4 Sp. z 0.0. Group which provide a basis for the preparation of the attached interim consolidated financial
statements, were reviewed by an auditor acting for another authorised audit firm who issued a review report dated 9 August
2007, drawing the attention to the fact that the interim condensed consolidated financial statements of P4 Sp. z 0.0. Group have
been prepared on a basis which assumes that the P4 Sp. z 0.0. Group will continue as a going concern and which contemplates
the recoverability of assets and the satisfaction of liabilites and commitments in the normal course of business. The interim
condensed consolidated financial statements of P4 Sp. z 0.0. Group do not include any adjustments that might have been
necessary if the above assumptions are not appropriate.

7. The convenience translations are disclosed as part of the interim consolidated financial statements. The convenience translation
for the six-month period ended June 30, 2007 has been presented in Euros, as a matter of arithmetic computation using the
official rate of the National Bank of Poland at June 30, 2007 of PLN 3.7658 to EUR 1.00. We have not reviewed these
translations and accordingly we do not report thereon. The Euro amounts presented in these interim consolidated financial
statements should not be construed as a representation that the PLN amounts have been or could have been converted to Euro
at this rate or at any other rate.

Ernst & Young Audit Sp. z 0.0.

Warsaw, Poland
August 11, 2007
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NETIA S.A.
INTERIM CONSOLIDATED BALANCE SHEET
as at June 30, 2007

(All amounts in thousands, except as otherwise stated)

Convenience

Translation
December 31, June 30, June 30,
Note 2006 2007 2007
(PLN) (PLN) (EUR)

ASSETS
Non-current assets
Property, plant and equipment, net ............cccoooiiiiiiieiniceen. 7 1,458,029 1,419,449 376,932
Intangible asSets........coo i 8,9 239,597 257,644 68,417
Investments in associates .10 141,394 155,601 41,320
Deferred income tax assets........ccoceeveeiiiiiiiiieiiieesc e 25 4,865 4,285 1,138
Available for sale financial assets ...........c.cccocceviiiiieiiiiieenen, 10 10 3
Long term receivables .12 484 369 98
Loan origination fees ..... .22 - 2,438 647
Prepaid expenses.............. . 3,303 3,137 833
Total NON-CUITENt aSSeLS.....cciiiiiiriicienieeeee e 1,847,682 1,842,933 489,388
Current assets
INVENEOTIES ...t 11 1,584 2,692 715
Trade and other receivables...........ccoooeeieeeiieiiieeieeeieeeeeeeeeeeee. 12 131,833 132,082 35,073
Prepaid expenses . 6,888 8,073 2,144
Derivative financial instruments...........cccccoooiiiiienicee 14 600 - -
Financial assets at fair value through profit and loss ................ 15 14,757 - -
Restricted Cash..........ccooiiiiiiii s 16 6,100 - -
Cash and cash equivalents ............cccoeiiiiiiie i 17 143,586 103,954 27,605

305,348 246,801 65,537
Non-current assets classified as held for sale........................... 13 2,329 2,329 618
Total CUITENt ASSELS ..ooiviiiiiiiieiie e 307,677 249,130 66,155
TOtAl ASSELS .oiiiiiiiiiitie s 2,155,359 2,092,063 555,543
Mirostaw Godlewski Piotr Czapski
President of the Company Member of the Management Board
Jonathan Eastick Bertrand Le Guern
Member of the Management Board Member of the Management Board

Chief Financial Officer

Tom Ruhan
Member of the Management Board

Warsaw, Poland
August 11, 2007

The accompanying notes are an integral part of these interim consolidated financial statements.
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NETIA S.A.
INTERIM CONSOLIDATED BALANCE SHEET (CONT'D)

as at June 30, 2007

(All amounts in thousands, except as otherwise stated)

Convenience
Translation
Note December 31, June 30, June 30,
2006 2007 2007
(PLN) (PLN) (EUR)

EQUITY
Share capital ................. 389,168 389,168 103,343
Supplementary capital.... 1,809,434 1,681,358 446,481
Other reserves............ 29,644 4,769 1,266
Retained earnings .........coccoiiiiiieiie e (283,248) (175,887) (46,706)
Total capital and reserves attributable to the

Company’s equity holders ......cccccoceeiiiiee e 18 1,944,998 1,899,408 504,384
MinOTrity INTEreSt ......ooieiei e 19 6,902 6,369 1,691
TOtal EQUITY oot e 1,951,900 1,905,777 506,075
LIABILITIES
Non-current liabilities
BOITOWINGS ... eeiieiieeeeee e eeee e 22 - 4,959 1,317
PrOVISIONS ...ciiiiiie it 20 630 368 98
Deferred income............. 8,760 8,514 2,261
Deferred income tax liabilities . 25 990 1,366 363
Financial guarantee contract ... 21 558 - -
Other long term liabilities......... e 23 774 987 262
Total non-current liabilities ..........coooeiieiiiiiieeicecee e, 11,712 16,194 4,301
Current liabilities
Derivative financial instruments...........c.ccccceeeiiieciie s 14 - 567 151
BOITOWINGS. ...ttt - 93 25
Trade and other payables ..o, 23 168,267 147,986 39,296
Current income tax liabilities ... 38 85 23
Provisions.........cccoccvvvveeiiiiinn, 20 4,166 4,151 1,102
Financial guarantee contract ...........cccoceeeiiiiiiiii i 21 8,847 4,687 1,245
Deferred iNCOME ........uvii et 10,429 12,523 3,325
Total current [iabilities .........coovciviiiieiiiee e 191,747 170,092 45,167
Total llabilitieS....ccccciee i 203,459 186,286 49,468
Total equity and liabilities.........ccceeveiieiiieeeee e 2,155,359 2,092,063 555,543

The accompanying notes are an integral part of these interim consolidated financial statements.
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NETIA S.A.
INTERIM CONSOLIDATED INCOME STATEMENT
for the six-month period ended June 30, 2007

(All amounts in thousands, except as otherwise stated)

Convenience

Translation
Note Three-month Six-month Three-month Six-month Six-month
period ended  period ended  period ended period ended period ended
June 30, June 30, June 30, June 30, June 30,
2006 2006 2007 2007 2007
(PLN) (PLN) (PLN) (PLN) (EUR)
Telecommunication revenue ............cccccceeveeeneenn. 26 201,103 417,184 203,625 406,211 107,868
Radio communication services revenue.. 2,319 4,618 1,955 3,761 999
Total FEVENUE .....ooiiiiiiiceee e 203,422 421,802 205,580 409,972 108,867
Cost Of SAIES.....veiiiiiiie e 27 (149,863) (302,447) (153,985) (309,026) (82,060)
GroSsS Profit...c.cecceeiiiiiiee e 53,559 119,355 51,595 100,946 26,807
Selling and distribution costs..........cccccoeeiinenenne. 28 (43,017) (72,937) (43,579) (81,536) (21,652)
General and administration costs.............cccocueenee. 29 (31,990) (65,053) (35,899) (71,197) (18,906)
Other iNCoMe .......ccueiiiiiiiiiie e 31 1,395 2,536 18,566 29,613 7,864
Other expenses e 32 46 (9,577) - (4,764) (1,265)
Other gains / (losses), Net .......ccceeveeeviieeniiieens 33 10,516 10,342 1,068 3,779 1,004
Operating 10SsS ......ooccveiiieiieiiiee e (9,491) (15,334) (8,249) (23,159) (6,148)
Finance income ...........ccccccoeeii 34 2,324 5,401 1,194 3,010 799
Finance costs . 34 (1,835) (3,548) (33) (61) (16)
Share of losses of associates...........ccccceeviiriieennn. 10 (4,650) (7,727) (42,994) (68,612) (18,220)
Loss before income taX ........cccceeviveeiiiiiiniieeens (13,652) (21,208) (50,082) (88,822) (23,585)
25 988 (2,094) (928) 10 3
(12,664) (23,302) (51,010) (88,812) (23,582)
Attributable to:
Equity holders of the Company .............cccceeeueeee (12,828) (23,609) (51,085) (88,940) (23,616)
Minority interest ..o 164 307 75 128 34
(12,644) (23,302) (51,010) (88,812) (23,582)
Basic earnings per share for loss
attributable to the equity holders of the
Company (expressed in PLN per share)......... 36 (0.03) (0.06) (0.13) (0.23) (0.06)
Diluted earnings per share for loss
attributable to the equity holders of the
Company (expressed in PLN per share) ......... 36 (0.03) (0.06) (0.13) (0.23) (0.06)

The accompanying notes are an integral part of these interim consolidated financial statements.
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NETIA S.A.

INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the six-month period ended June 30, 2007

(All amounts in thousands, except as otherwise stated)

Note Attributable to the Company’s equity holders Minority Total
Supplementary capital interest equity
Other
Share Treasury Share supplementary Other Retained
capital shares premium capital reserves earnings
(PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN)
Balance as at January 1, 2006........... 408,615 (122,806) 1,654,067 285,505 1,758 126,502 6,349 2,359,990
Issuance of series J shares .................. 7,662 - 11,723 - - - - 19,385
Cost of issuance * - - (175) - - - - (175)
Employee share option scheme:

- value of services provided ............... - - - - 355 - - 355

- issuance of series K shares............. 1,053 - 601 - (1,483) - - 171
Coverage of negative difference in

retained earnings related to adoption

of International Financial Reporting

Standards by Netia S.A. ........cccceee - - - (42,605) - 42,605 - -
Appropriation of Netia’s 2005 net

profit:

-dividend ... - - - - - (50,323) - (50,323)

- transfer to reserve capital................. - - - - 2,812 (2,812) - -

- transfer to other supplementary

capital .....cccooereeieee e - - - 20,312 - (20,312) - -
Transfer related to repurchase of
series Cand E shares....................... - - 2,343 469 (2,812) - - -
Decrease of share capital ..................... (28,162) 122,806 (2,343) (120,463) 28,162 - - -
Profit / (LOSS) ...coverveeeeiniirieieerieceeniee - - - - - (23,609) 307 (23,302)
Balance as at June 30, 2006 .............. 389,168 - 1,666,216 143,218 28,792 72,051 6,656 2,306,101
Note Attributable to the Company’s equity holders Minority Total
Supplementary capital interest equity
Other
Share Treasury Share supplementary Other Retained
capital shares premium capital reserves earnings
(PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN)
Balance as at January 1, 2007 ........... 389,168 - 1,666,216 143,218 29,644 (283,248) 6,902 1,951,900
Cash flow hedges, net of tax ............... 18 - - - - (945) - - (945)
Dilution gain in associate ...................... 10 - - - 40,102 - - - 40,102
Difference between purchase price

and book value of minority ................ 8 - - - - - (39) - (39)
Net income / (expense) recognised

directly in equity ......ccccoeeiriiniiie - - - 40,102 (945) (39) - 39,118
Profit / (LOSS) ...cevevveeeiniiieieerieeeeniee - - - - - (88,940) 128 (88,812)
Total recognised income /

(expense) for the period ................. - - - 40,102 (945) (88,979) 128 (49,694)
Employee share option scheme:

- value of services provided ............... 18 - - - - 4,232 - - 4,232
Transactions with minorities.................. 8 - - - - - - (661) (661)
Coverage of Netia’s 2006 loss.............. 18 - - (24,960) (143,218)  (28,162) 196,340 - -
Balance as at June 30, 2007 .............. 389,168 - 1,641,256 40,102 4,769 (175,887) 6,369 1,905,777

*Transaction costs deducted from share premium for both series J shares and series K shares.

The total income and expense for the six-month period ended June 30, 2006 recognized in the equity are equal to the profit / (loss) for the

period.

The accompanying notes are an integral part of these interim consolidated financial statements.
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NETIA S.A.

INTERIM CONSOLIDATED CASH FLOW STATEMENT

for the six-month period ended June 30, 2007

(All amounts in thousands, except as otherwise stated)

Convenience

Translation
Six-month Six-month Six-month
Note period ended period ended period ended
June 30, June 30, June 30,
2006 2007 2007
(PLN) (PLN) (EUR)
Cash flows from operating activities:
Loss (23,302) (88,812) (23,582)
Adjustments for:
Depreciation and amortization ............cccccccveeveeiiiiiiiiene s 7,9 132,539 140,004 37,178
Impairment charges for specific individual assets .................... 5,687 - -
Reversal of impairment charges...........ccoccoeeiiie e, (390) - -
Share of losses of associates............. 10 7,727 68,612 18,220
Deferred income tax charge / (benefit) 25 1,906 (195) (52)
Reassessment of the carrying value of license fee liabilities.... (10,437) - -
Interest expense accrued on license liabilities ......................... 3,395 - -
Financial guarantee contract .21 - (2,630) (698)
Interest accrued ON 10aNS .........ceiiiiiiiiiiiie e - (24) (6)
Share-based compensation.............ccooooiiiiiiiiiie e 18 526 4,232 1,124
Fair value gains on financial assets at fair value through
Profit @aNd 0SS .....c.eoiviiiiiiiicee e 15, 34 (1,135) (21) (6)
Decrease / (increase) in other long term assets....................... 323 - -
Foreign exchange (gains) / l0SSesS........cccccveeieiiiiiiieiieeieee 2,462 (325) (91)
Gain on sale of fixed assets................ 33 (2,205) (1,234) (328)
Decrease of purchase consideration .. 8 - (1,940) (515)
Gain on sale of subsidiaries... . 33 (20) - -
Changes in working capital............cccccocueene . 38 15,284 (406) (107)
Net cash provided by operating activities..........cccceeveeeeinen. 132,360 117,261 31,137
Cash flows from investing activities:
Purchase of fixed assets and computer software .................... (83,102) (110,161) (29,253)
Proceeds from sale of fixed assets ..........c..ccccennennen. 896 4,169 1,107
Investment in associate ..........ccccceeiiiiiiiiiene 10 (27,000) (44,805) (11,898)
Purchase of subsidiary, net of cash received............... 8 (51) (26,362) (7,000)
Other long term investments (including restricted cash)........... . 16 (61,538) - -
Sale of subsidiaries, net of cash in subsidiaries ....................... 25 - -
Sale of financial assets at fair value through profit and loss..... 15 8,411 14,777 3,924
Loan repayments ........ccooceeeiieiieiieeee e - 139 37
Net cash used in investing activities ..........ccccccvvvieeiiiicenenen. (162,359) (162,243) (43,083)
Cash flows from financing activities:
Proceeds from share issuance .. 19,385 - -
Cost of share issuance ...........ccccceceeeneiicenen. (175) - -
Dividend paid to the Company’s shareholders .37 (50,323) - -
Finance lease payments..........cccooevriieneeiieenie e (99) (68) (18)
Proceedes from borrowings...........c.oeoeeveeeiieiiie e 22 - 5,000 1,328
Redemption of notes for warrants . (334) (1) (0)
Net cash used in / provided by financing activities................ (31,546) 4,931 1,310
Exchange gains on cash and cash equivalents...................... 166 326 87
Net change in cash and cash equivalents..........ccccccoveeennnen. (61,379) (39,725) (10,549)
Cash and cash equivalents at beginning of period...................... 197,387 143,586 38,129
Cash and cash equivalents at end of period..........ccccoeeieenns 136,008 103,861 27,580

The accompanying notes are an integral part of these interim consolidated financial statements.
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NETIA S.A.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
as at and for the six-month period ended June 30, 2007

(All amounts in thousands, except as otherwise stated)
1. The Company and the Netia Group

Netia S.A. (the “Company” or “Netia”) was formed in 1990 as a limited liability company under the laws of Poland and was
transformed into a joint stock company in 1992. In 2003 a general meeting of shareholders adopted a resolution changing the
Company’s name from Netia Holdings S.A. to Netia S.A. The Company is incorporated and domiciled in Poland with its principal
executive office located at ul. Poleczki 13, 02-822 Warsaw, Poland. The Company and its subsidiaries (together, the “Netia
Group”) is the largest alternative fixed-line telecommunication operator in Poland.

The interim consolidated financial statements of Netia S.A. for the six-month period ended June 30, 2007 comprise the
Company and its subsidiaries. A list of the Company’s subsidiaries is set out in Note 2.

These interim consolidated financial statements were approved for issuance by the Company’s Management Board on
August 11, 2007.

The parent company is entered in the Register of Entrepreneurs kept by the District Court, XIlIl Economic Department of the
National Court Register, Entry No. KRS 0000041649. The parent company was granted statistical REGON number 011566374.

The parent company and other Group entities have an unlimited period of operation.

The Netia Group provides various voice telephony and data transmission services. These services include switched, fixed-
line voice telephone services (including domestic long distance, international long distance and fixed-to-mobile services),
Integrated Services Digital Network (“ISDN”), Voice over Internet Protocol (“VolP”), voice mail, dial-up and fixed-access Internet,
leased lines and frame relay and MPLS services. The Netia Group also offers wholesale services (including the wholesale
termination of in-bound traffic, ducts, dark fiber and co-location services), services based upon intelligent networks (free phone,
split charge and premium rate services) and provides broadband Internet access with ADSL technology.

To further broaden Netia’s product offer, including convergent services, Netia intends to offer mobile services. On May 9,
2005 the Company’s current associate, P4 Sp. z 0.0. (“P4”) (until August 23, 2005 the Company’s subsidiary, see also Note 10
and 41), was announced the winner of the UMTS tender, organized by the Polish regulator. In March 2007 P4 began commercial
service offering a range of mobile telephony services under the brand name “Play”.

On October 27, 2005 the Company’s subsidiaries, Netia WiMax S.A. (merged with Netia in 2006) and Netia WiMax Il S.A.
(currently operating under the name “Netia WiMax S.A.”, “Netia WiMax”), received the reservation of the 3.6-3.8 GHz
frequencies. Since 2006, the Netia Group has been using these frequencies to provide broadband data and voice transmission
services based on WiMAX technology.

Taking advantage of the new opportunities arising from changes in the regulatory environment, the Company concluded a
bitstream agreement with Telekomunikacja Polska S.A. (“TP SA”) and commercially launched its broadband Internet access
services over TP SA's network in January 2007. On June 30, 2007 the Company concluded an interconnect agreement with
TP SA that introduces new rules of cooperation with regard to both operators networks’ connection and mutual exchange of
telecommunications traffic, and sets the new rules of interconnection settlements. This agreement will become binding as of
September 30, 2007.

The Netia Group is also engaged in the installation and supply of specialized mobile radio services (public trunking) in
Poland through its 62.2% owned subsidiary (see Note 8), UNI-Net Sp. z o.0.

In June 2007 the Netia Group acquired three internet service providers: KOM-Net Systemy Komputerowe Sp. z 0.0., Lanet
Sp. z 0.0. and Magma Systemy Komputerowe Schmidt i S-ka Sp. z 0.0. (see Note 8).

The Company’s ordinary shares have been listed on the Warsaw Stock Exchange (“WSE”) since July 2000. The Company’s
shares are currently a component of the mWIG40 index comprising companies of medium capitalization. The Company is
subject to periodic reporting requirements under the Polish regulations regarding reporting for companies listed on the WSE.

Current financial condition

As at June 30, 2007, the Company’s equity amounted to PLN 1,905,777 and the Netia Group had working capital of
PLN 79,038. In 2006 the Company performed an impairment test for the telecommunications segment. The test resulted in an
impairment charge of PLN 354,672, which was recognized in the consolidated statement of operations for the year ended
December 31, 2006. Since 2004 the Netia Group has been generating positive cash flows from operating activities and as at
June 30, 2007 it had net cash available of PLN 98,861. Based on this position, the Management does not believe that events or
conditions exist which may cast significant doubt on the Company’s ability to continue as a going concern.
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2. Significant subsidiaries and associates of the Company
The interim consolidated financial statements include the accounts of the Company's directly or indirectly held subsidiaries:

Ownership Percentage

Subsidiary December 31, June 30,
2006 2007
Subsidiaries held directly:
UNIENEE SP. Z 0.0, ittt 58 62
Netia WiMax S.A. (previously Netia WiMax Il S.A.). 100 100
SWiat INEEMEt SUA. ....ceiieieeecee e 100 100
Netia Mobile Sp. Z 0.0, ....ceiiiiiiiii e 100 100
InterNetia Sp. z 0.0. ..... 100 100
Pro FUturo S.A* o 100 N/A
KOM-NET Systemy Komputerowe Sp. Z 0.0.**......cccccovviiiiiriieenennns - 100
Lanet SP. Z 0.0 L. - 100
Magma Systemy Komputerowe Schmidt i S-ka Sp. z 0.0**............... - 100
Subsidiaries held indirectly:
Premium Internet S.A. ..o 100 100

* merged with Netia
** see Note 8

The Company has one associate company, P4 Sp. z 0.0. Group, in which it held an indirect 23.4% interest (see Notes 10
and 41) via its 100% subsidiary Netia Mobile Sp. z o.o.

Shares held by Netia in its subsidiaries give the Company a corresponding number of votes at the shareholders' meetings.

All the Company’s subsidiaries and associates are incorporated in Poland.

3. Summary of significant accounting policies
Basis of preparation

Following the European Union regulations, commencing January 1, 2005 Netia as a public company in Poland prepares
consolidated financial statements, as required by the Accounting Act of September 29, 1994 (Journal of Laws of 2002, No. 76,
item 694 with later amendments, “the Accounting Act”) in accordance with International Financial Reporting Standards as
adopted by the European Union (“EU”). As of June 30, 2007 there are no differences as regards policies adopted by the Netia
Group between these standards and International Financial Reporting Standards (“IFRS”), as issued by the International
Accounting Standards Board.

These interim consolidated financial statements have been prepared in accordance with International Accounting
Standard 34 “Interim Financial Reporting” (“IAS 34”). The accounting policies used in the preparation of the interim condensed
consolidated financial statements are consistent with those used in the annual consolidated financial statements for the year
ended December 31, 2006, except for new accounting standards adopted as of January 1, 2007.

The interim consolidated financial statements are prepared under the historic cost convention as modified by the revaluation
of financial assets at fair value through profit and loss. However, until December 31, 1996, Poland was considered to be a
hyperinflationary economy. The consolidated financial statements for the periods through that date were prepared under the
historical cost convention as adjusted for the effects of inflation in accordance with IAS 29, "Financial Reporting in
Hyperinflationary Economies". The inflated values in PLN at December 31, 1996 for balance sheet items became the new
historical basis for subsequent periods.

Certain Group entities (KOM-Net Systemy Komputerowe Sp. z o.0., Lanet Sp. z 0.0., Magma Systemy Komputerowe
Schmidt i S-ka Sp. z 0.0.) keep books of accounts in accordance with accounting policies specified in the Accounting Act and
regulations issued based on that Act (“Polish Accounting Standards”). The consolidated financial statements include a number of
adjustments not included in the books of account of the Group entities, which were made in order to bring the financial
statements of those entities to conformity with IFRS.

The preparation of financial statements in conformity with IFRS as adopted by the EU requires the use of certain critical
accounting estimates. The areas where assumptions and estimates are significant to the consolidated financial statements are
disclosed in Note 5.

Costs that arise unevenly during the financial year are anticipated or deferred in the interim consolidated financial statements
only if it would be also appropriate to anticipate or defer such costs at the end of the financial year.

Neither the Company’s nor the Netia Group’s activities are subject to any significant seasonal or cyclical trends of
operations.
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All Euro amounts shown as supplementary information in the interim consolidated financial statements have been translated
from PLN only as a matter of arithmetic computation using the official rate of the National Bank of Poland at June 30, 2007 of
PLN 3.7658 to EUR 1.00. These amounts are included for the convenience of the reader only. Such translation should not be
construed as a representation that the PLN amounts have been or could be converted into Euros at this or any other rate.

Reclassifications of comparatives

The interim consolidated income statement for the six-month period ended June 30, 2007 is presented in a new format,
using the function of expense method. Expenses are classified according to their function as part of either cost of sales, cost of
selling and distribution or as cost of administrative activities. Management considers that formatting according to the function of
expense method provides more pertinent information about the Company.

The comparative data in the interim consolidated income statement has been restated taking into account the new format of
presentation. These changes did not impact revenue and operating profit. Expenses were allocated among functions as follows:

Selling and General and
distribution administration
Cost of sales costs costs Other expenses
(PLN) (PLN) (PLN) (PLN)
Interconnection charges............cc.ccooeiiiiiiii (105,243) - - -
Services purchased
Professional services...........c.cccocieiiiiicniciceens (25) (4,134) (5,479) (3,890)
Advertising and promotion expenses ................. 17) (14,462) (847) -
Cost of rented lines and network maintenance .. (36,278) (270) (981) -
Information technology services.............c.c......... - (2,710) (4,823) -
Office and car maintenance (723) (271) (3,790) -
INSUFANCE ......eeiiieiii e (977) (197) (1,976) -
Mailing ServiCes ........ccoovieeeiiiiieiiiie e (27) (2,833) (217) -
Travel and accommodation ..... (717) (781) (890) -
Other services........ccccoeevueennen. (1,497) (4,938) (2,538) -
Salaries and benefits .. e (12,700) (24,398) (30,094) -
Depreciation of fixed assets........... (102,091) (1,713) (3,886) -
Amortization of intangible assets ...........ccccccoeiiiieis (12,758) (9,025) (3,066) -
Other expenses -
Taxes and fees ......cccvvvieiiiiiiiiccc (23,747) (101) (2,204) -
Provision for impaired receivables.. - (6,621) - -
Materials and energy ...........ccccce..... (3,034) (270) (1,212) -
Other operating costs .... . (2,613) (213) (3,050) -
Impairment charges for non-current assets .............. - - - (5,687)
Total (302,447) (72,937) (65,053) (9,577)

Furthermore, the Netia Group’s deferred income includes government’s grants relating to certain fixed telecommunications
network, which are recognized as income over the useful life of the related assets. As at June 30, 2007, government’s grants of
PLN 618 were recognized as long term deferred income. The comparative amount of PLN 644 presented in these interim
consolidated financial statements has been reclassified to conform to the current presentation.

Changes in estimates

In the six-month period ended June 30, 2007 the Netia Group reassessed the useful lives of its property, plant and
equipment and intangible assets, and in consequence, for certain subcategories of buildings, fixed telecommunications network,
telecommunications equipment, machinery and equipment, office furniture and equipment, and computer software the remaining
period over which they will be depreciated or amortized was shortened (in most cases) and depreciation rates were changed
accordingly.
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The following table summarizes main changes in these estimates:
Relevant increase in

Additional the depreciation /
charge amortization charge
Main changes in the period of depreciation / recognized in for the remaining
Non-current assets amortization current period period in 2007
(PLN) (PLN)
Buildinas - certain leasehold improvements - until the end
9 of 2007 231 (5)
Fixed telecommunications
network - _until the end of June 2007 21 (2)
- narrowband radio equipment - until the end of
September 2007
Telecommunications equipment - certain switches - until the end of 2007
(mainly narrowband radio - certain radiolinks - until the end of 2010
equipment) - certain other transmission equipment -
depreciation period was shortened from
15 years to 8 or 5 years 22,823 11,319
. . - certain machinery - depreciation period was
Machinery and equipment shortened from 12 to 8 years 166 166
Office furniture and equipment - certain computers - until the end of March 2007
quip - other office equipment - until January 2009 222 (43)
Total property, plant and equipment 23,463 11,435
Computer software - certain software - until the end of 2007 503 40
Total non-current assets 23,966 11,475

New standards, interpretations and amendments to existing standards
The following new standards and interpretations are mandatory for the financial year ended December 31, 2007:

- IFRIC 7, ‘Applying the Restatement Approach under IAS 29 Financial Reporting in Hyperinflationary Economies’, effective
for annual periods beginning on or after March 1, 2006. This interpretation is not relevant for the Netia Group;

- IFRIC 8, ‘Scope of IFRS 2, effective for annual periods beginning on or after May 1, 2006. As equity instruments are only
issued to employees in accordance with a share option plan, the interpretation had no impact on the financial position of the
Netia Group;

- IFRIC 9, ‘Reassessment of Embedded Derivatives’, effective for annual periods beginning on or after June 1, 2006. This
interpretation did not have any effect on the financial position or performance of the Netia Group;

- IFRIC 10, ‘Interim Financial Reporting and Impairment’, effective for annual periods beginning on or after November 1,
2006. The adoption of the interpretation did not have any effect on the financial position or performance of the Netia Group;

- IFRS 7, 'Financial instruments: Disclosures’, effective for annual periods beginning on or after January 1, 2007 and the
complementary Amendments to IAS 1, ‘Amendments to capital disclosures’, effective for annual periods beginning on or after
January 1, 2007. The adoption of this interpretation and amendments had an impact on the extent of disclosures presented in
this consolidated financial statement.

The following new standards, amendments to standards and interpretations have been issued but are not effective for 2007
and have not been early adopted:

- IFRIC 11, ‘IFRS 2: Group and Treasury Share Transactions’, effective for annual periods beginning on or after March 1,
2007. IFRIC 11 provides guidance on applying IFRS 2 in share-based payment involving an entity's own equity instruments in
which the entity chooses or is required to buy its own equity instruments (treasury shares) to settle the share-based payment
obligation, a parent grants rights to its equity instruments to employees of its subsidiary and when a subsidiary grants rights to
equity instruments of its parent to its employees. Management is currently assessing the impact of IFRIC 11 on the Netia
Group’s operations;

- IFRIC 12, ‘Service Concession Arrangements’, effective for annual periods beginning on or after January 1, 2008.
IFRIC 12 provides guidance on the accounting by operators in public-to-private service concession arrangements. Management
is currently assessing the impact of IFRIC 12 on the Netia Group’s operations;

- IFRIC 13, ‘Customer Loyalty Programmes’, effective for annual periods beginning on or after July 1, 2008. IFRIC 13
addresses accounting by entities that grant loyalty award credits (such as 'points' or travel miles) to customers who buy other
goods or services. Specifically, it explains how such entities should account for their obligations to provide free or discounted
goods or services (‘awards') to customers who redeem award credits. Management does not expect the interpretation to be
relevant for the Netia Group;
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- IFRIC 14, ‘IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction’, effective
for annual periods beginning on or after January 1, 2008. IFRIC 14 addresses the interaction between a minimum funding
requirement and the limit placed by paragraph 58 of IAS 19 “Employee Benefits’ on the measurement of the defined benefit
asset or liability. Management is currently assessing the impact of IFRIC 14 on the Netia Group’s operations;

- IFRS 8, 'Operating Segments’, effective for annual periods beginning on or after January 1, 2009. IFRS 8 replaces IAS 14
‘Segment Reporting’ and adopts a management approach to segment reporting. Management is currently assessing the impact
of IFRS 8 on the Netia Group’s operations.

- Revised IAS 23, 'Borrowing costs’, effective for annual periods beginning on or after January 1, 2009. The main change
from the previous version is the removal of the option of immediately recognising as an expense borrowing costs that relate to
assets that take a substantial period of time to get ready for use or sale. An entity is, therefore, required to capitalise borrowing
costs as part of the cost of such assets. The revised IAS 23 does not require the capitalisation of borrowing costs relating to
assets measured at fair value, and inventories that are manufactured or produced in large quantities on a repetitive basis, even if
they take a substantial period of time to get ready for use or sale. Management do not expect the amendment to have a
significant impact on the Netia Group’s operations.

Consolidation
(a) Subsidiaries

Subsidiaries, which are those entities in which the Company has a shareholding of more than one half of the voting
rights or otherwise has the power to govern the financial and operating policies, are consolidated. The existence and effect
of potential voting rights that are presently exercisable or presently convertible are considered when assessing whether the
Company controls another entity.

Subsidiaries are consolidated from the date on which control is transferred to the Company. From the date that control
ceases, subsidiaries are no longer consolidated and investment in such an entity is accounted for in accordance with IAS 39,
provided that it does not become an associate.

The purchase method of accounting is used to account for the acquisition of subsidiaries. The cost of an acquisition is
measured as the fair value of the assets given, equity instruments or liabilities incurred or assumed at the date of acquisition
plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed
in a business combination are measured initially at their fair values at the acquisition date, irrespective of the extent of any
minority interest. The excess of the cost of acquisition over the fair value of the assets, liabilities and contingent liabilities of
the subsidiary acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the assets, liabilities
and contingent liabilities of the subsidiary acquired, the difference is recognized directly in the income statement.
Intercompany transactions, balances and unrealized gains on transactions between group companies are eliminated;
unrealized losses are also eliminated but considered an impairment indicator of the asset transferred. Accounting policies of
subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the Netia Group.

(b) Transactions with minority interests

The Group applies a policy of treating transactions with minority interests as transactions with equity owners of the
Group. For purchases from minority interests, the difference between any consideration paid and the relevant share acquired
of the carrying value of net assets of the subsidiary is deducted from equity. Gains or losses on disposals to minority
interests are also recorded in equity. For disposals to minority interests, differences between any proceeds received and the
relevant share of minority interests are also recorded in equity.

(c) Associates

Associates are all entities over which the Netia Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights or otherwise has power to participate in the financial and
operating policy decisions.

Investments in associates are accounted for using the equity method and are initially recognized at cost. The Netia
Group’s investment in associates includes goodwill (net of any accumulated impairment loss) identified on acquisition. The
Netia Group’s share of its associates’ post-acquisition profits or losses is recognized in the income statement. The
cumulative post-acquisition movements are adjusted against the carrying amount of the investment. When the Netia Group’s
share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured receivables,
the Netia Group does not recognize further losses, unless it has incurred obligations or made payments on behalf of the
associate.

Unrealized gains on transactions between the Netia Group and its associates are eliminated to the extent of the Netia
Group’s interest in the associates. Unrealized losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred.

Dilution gains and losses in associates, resulting from changes recognized directly in the equity of associates, are
recognised in equity.
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Segment reporting

The Netia Group has only one business segment — telecommunications and operates in one geographical area, which is the
territory of Poland.

Foreign currency translation
(a) Functional and presentation currency

Items included in the financial statements of each of the Netia Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (the “functional currency”). The consolidated financial statements
are presented in Polish Ztoty (“PLN”), which is the Company’s functional and presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency at the exchange rates prevailing at the date of
the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in
the income statement. As at each reporting day assets and liabilities denominated in foreign currencies are revalued at
average exchange rates of Narodowy Bank Polski prevailing at the date of financial statement.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated impairment in
value, plus related inflation adjustment through December 31, 1996. Fixed assets under construction represent the accumulation
of costs associated with the construction of the telecommunications and data transmission networks and other tangible fixed
assets. The Netia Group includes in the construction cost of its networks all eligible borrowing costs (including interest costs, if
applicable) and expenditures that are directly attributable to the acquisition or bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by management. Costs relating to the fixed assets under
construction are transferred to the related property, plant and equipment account and depreciation begins when they are
available for use.

Subsequent costs are included in the carrying amount of the asset or recognized as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Netia Group and the cost can be
measured reliably. All other repairs and maintenance costs are charged to the income statement during the financial period in
which they are incurred.

Upon purchase, fixed assets are divided into components, which represent items with a significant value that can be
allocated a separate useful life.

Depreciation expense is recorded utilizing the straight-line method over the estimated useful lives of the assets. These lives
are summarized as follows:

Term
Buildings 10 to 40 years
Fixed telecommunications network 15 to 40 years
Telecommunications equipment 5to 15 years
Machinery and equipment 510 12 years
Office machinery and equipment 3 to 10 years
Vehicles 6 to 8 years

Land and fixed assets under construction are not depreciated.
The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are expected
from its use or disposal.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These are included in the
income statement.

Non-current assets classified as held for sale

Non-current assets are classified as held for sale and stated at the lower of carrying amount and fair value less costs to sell if
their carrying amount is recovered principally through a sale transaction rather than through continuing use.

11



NETIA S.A.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
as at and for the six-month period ended June 30, 2007

(All amounts in thousands, except as otherwise stated)

Leases
(@) Group as a lessee

Leases where the Netia Group has substantially all the risks and rewards of ownership are classified as finance leases.
Finance leases are capitalised at the lease’s inception at the lower of the fair value of the leased property and the present
value of the minimum lease payments. Each lease payment is allocated between the liability and finance charges. The
corresponding rental obligations, net of finance charges, are included in other payables. The interest element of the finance
cost is charged to the income statement over the lease period. The property, plant and equipment acquired under finance
leases are depreciated over the useful life of the asset. If there is no reasonable certainty that the Netia Group will obtain
ownership by the end of the lease term, the asset is depreciated over the shorter of the lease term and its useful life.

Operating lease payments are recognized as an expense in the income statement on a straight line basis over the lease
term.

(b) Group as a lessor

Leases where a significant portion of the risks and rewards of ownership are retained by the Group (the lessor) are
classified as operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount
of the leased asset and recognized over the lease term on the same bases as rental income. Contingent rents are
recognized as revenue in the period in which they are earned.

Intangible assets
(a) Licenses and license fee liabilities

Licenses are stated at cost less accumulated amortization and impairment losses. If payment for the license is deferred
beyond normal credit terms, its cost is the net present value of the obligation. The present value of the obligation is
calculated using the Netia Group’s effective borrowing rates at the time the license was granted. Any differences between
the nominal price of the license and its present value are treated as interest costs. Interest costs are capitalized until
substantially all the activities to prepare the asset for its intended use are complete and are then recognized as interest
expense over the period of the obligation. Amortization of the license also commences once the related network is capable
of operating in the manner intended by management and is calculated on a straight-line basis until the end of the grant
period. The amortization period is 12 to 15 years. As at June 30,2007 the Netia Group possessed only telecommunication
licenses.

(b) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Netia Group’s share of the net
identifiable assets of the acquired subsidiary/associate at the date of acquisition. Goodwill on acquisition of subsidiaries is
included in intangible assets. Goodwill on acquisition of associates is included in investments in associates. Separately
recognized goodwill is tested annually for impairment and carried at cost less accumulated impairment losses. Impairment
losses on goodwill are not reversed.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those
cash-generating units or groups of cash-generating units that are expected to benefit from the business combination in which
the goodwill arose. The Netia Group allocates goodwill to the entire Netia Group.

(c) Computer software costs

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and bring to use the
specific software. These costs are amortized over their estimated useful lives (up to 5 years).

Costs associated with developing or maintaining computer software programmes are recognized as an expense as
incurred. Costs that are directly associated with the production of identifiable and unique software products controlled by the
Netia Group and that will probably generate economic benefits, exceeding costs, beyond one year, are recognized as
intangible assets. Direct costs include staff costs of the software development team and an appropriate portion of relevant
overheads. Computer software development costs, recognized as assets, are amortized using the straight-line method over
their estimated useful lives, not exceeding a period of 5 years.

(d) Customer relationships
Customer relationships acquired separately are measured on initial recognition at cost. The cost of customer relationship

acquired in a business combination is recognized at fair value as at the date of acquisition. Customer relationships are
amortized using the straight-line method over their estimated useful lives of 4 - 5 years.

12
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Impairment of non-financial assets

Intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment.
Assets that are subject to amortization are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognized for the amount by which the carrying amount of
the asset exceeds its recoverable amount, which is the higher of an asset’s fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows
(cash-generating units).

An assessment is made at each reporting date as to whether there is any indication that previously recognized impairment
losses relating to non-financial assets other than goodwill may no longer exist or may have decreased. If such indication exists,
the recoverable amount is estimated. A previously recognized impairment loss is reversed only if there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognized. If this is the case,
the carrying amount of the asset is increased to its recoverable amount. That increased carrying amount cannot exceed the
lower of its recoverable amount and the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognized for the asset in prior years. Such a reversal is recognized in the income statement. After such
a reversal the depreciation charge for the asset is adjusted in future periods to allocate the asset’s revised carrying amount, less
any residual value, on a systematic basis over its remaining useful life.

Financial assets

The Netia Group classifies its financial assets in the following categories: available-for-sale financial assets, financial assets
at fair value through profit and loss and loans and receivables.

(a) Available-for-sale financial assets

Available-for-sale financial assets are non-derivative assets that are either designated in this category or not classified in
any of the other categories. They are included in non-current assets unless Management intends to dispose of the financial
assets within 12 months of the balance sheet date.

(b) Financial assets at fair value through profit and loss

This category has two sub-categories: financial assets held for trading, and those designated at fair value through profit
or loss at inception. A financial asset is classified as held for trading if acquired principally for the purpose of selling in the
short term. Financial assets, designated as at fair value through profit or loss at inception, are those that are managed and
their performance is evaluated on a fair value basis, in accordance with the Netia Group’s documented investment strategy.
Information about these financial assets is provided internally on a fair value basis to the Netia Group’s key management
personnel. Derivatives are classified as held for trading unless they are designated as hedges. Assets in this category are
classified as current if they are either held for trading or are expected to be realized within 12 months of the balance sheet
date.

(c) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. They arise when the Company provides money directly to a debtor with no intention of trading the receivable.
They are included in current assets, except for maturities greater than 12 months after the balance sheet date. These are
classified as non-current assets. Loans and receivables are classified as “trade and other receivables” in the balance sheet.

Purchase and sales of financial assets are recognized at the trade date on which the Group commits to purchase or sell the
asset. Financial assets are initially recognized at fair value plus transaction costs for all financial assets not carried at fair value
through profit or loss. Financial assets carried at fair value through profit or loss are initially recognized at fair value and
transaction costs are expensed in the income statement. Financial assets are derecognized when the rights to receive cash
flows from the investments have expired or have been transferred and the Netia Group has transferred substantially all risks and
rewards of ownership.

Available-for-sale financial assets and financial assets at fair value through profit and loss are subsequently carried at fair
value. Loans and receivables are carried at amortized cost using the effective interest method. Realized and unrealized gains
and losses arising from changes in the fair value of the financial assets at fair value through profit and loss category are included
in the income statement in the period in which they arise. Unrealized gains and losses arising from changes in the fair value of
non-monetary securities classified as available-for-sale are recognized in equity. When securities classified as available-for-sale
are sold or impaired, the accumulated fair value adjustments recognised in equity are included in the income statement as gains
and losses from investment securities.

The Netia Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group
of financial assets is impaired. In the case of equity securities classified as available for sale, a significant or prolonged decline in
the fair value of the security below its cost is considered in determining whether the securities are impaired. If any such evidence
exists for available-for-sale financial assets, the cumulative loss — measured as the difference between the acquisition cost and
the current fair value, less any impairment loss on that financial asset previously recognized in profit or loss — is removed from
equity and recognized in the income statement. Impairment losses recognized in the income statement on equity instruments are
not reversed through the income statement.
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Derivative financial instruments and hedging activities

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
remeasured at their fair value.

The method of recognising the resulting gain or loss depends on whether the derivative is designated as a hedging
instrument, and if so, the nature of the item being hedged. The Netia Group designates certain derivatives as hedges of a
particular risk associated with a recognised asset or liability or a highly probable forecast transaction (cash flow hedge).

The Netia Group documents, at the inception of the transaction, the relationship between hedging instruments and hedged
items, as well as its risk management objectives and strategy for undertaking various hedging transactions. The Netia Group
also documents its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used in
hedging transactions are highly effective in offsetting changes in cash flows of hedged items.

The full fair value of a hedging derivative is classified as a non-current asset or liability when the remaining maturity of the
hedged item is more than 12 months; it is classified as a current asset or liability when the remaining maturity of the hedged item
is less than 12 months.

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges are
recognised in equity. The gain or loss relating to the ineffective portion is recognised immediately in the income statement within
“Other gains/(losses), net”.

Amounts accumulated in equity are recycled in the income statement in the periods when the hedged item affects profit or
loss (for example, when the forecast sale that is hedged takes place). When the forecast transaction that is hedged results in the
recognition of a non-financial asset (for example, investments in associates, inventory or fixed assets), the gains and losses
previously deferred in equity are transferred from equity and included in the initial measurement of the cost of the asset. The
deferred amounts are ultimately recognised in cost of goods sold in the case of inventory, or in depreciation in case of fixed
assets.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any
cumulative gain or loss existing in equity at that time remains in equity and is recognised when the forecast transaction is
ultimately recognised in the income statement. When a forecast transaction is no longer expected to occur, the cumulative gain
or loss that was reported in equity is immediately transferred to the income statement within “Other gains/(losses), net”.

Inventories

Inventories are stated at the lower of cost and net realizable value, determined on a first-in first-out (FIFO) basis. Net
realizable value is the estimated selling price in the ordinary course of business less applicable variable selling expenses.

Trade receivables

Trade receivables are recognized initially at fair value and subsequently measured at amortized cost using the effective
interest method, less provision for impairment. If it is probable that the Netia Group will not be able to collect amounts due,
according to the original terms of receivables, a provision for impairment is recognized in the income statement within “other
expenses”. The amount of the provision is measured as the difference between the carrying amount of receivables and the
present value of expected future cash flows, discounted at the effective interest rate. Any amounts reversed during the period
are presented net with the impairment provisions. The carrying amount of the asset is reduced through the use of an allowance
account. When a trade receivable is uncollectible, it is written off against the allowance account for trade receivables.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, cash at bank, short-term deposits with an original maturity of three months
or less and financial assets at fair value through profit and loss that meet the definition of cash equivalents.

Cash is carried in the balance sheet at nominal value. Financial assets at fair value through profit and loss classified as cash
equivalents are measured at fair value. The fair value is based on dealer quotes obtained at each balance sheet date. Gains or
losses arising from changes in the fair value are recognized in the income statement.

Share capital

All shares outstanding issued by the Company are classified as equity. External costs directly attributable to the issue of new
shares are shown in equity as a deduction, net of tax, from the proceeds.

Treasury shares are shares issued by the Company for the purpose of the previous stock option plan and shares redeemed

in relation to the buy-back program. The consideration paid for those shares is deducted from equity until they are cancelled,
reissued or disposed.
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Share-based compensation

The Netia Group operates an equity-settled, share-based compensation plan. Share options are granted to employees and
board members of the managing bodies of the Company. Upon exercise of the options, the Company will issue to each
exercising participant the number of shares representing such participant’'s gain resulting from the exercise of the options. No
proceeds are received when the options are exercised. The vesting period for the options ranges up to three years from the date
of grant or upon achieving certain specified conditions.

For options, which were granted after November 7, 2002 and had vested at January 1, 2005 only the nominal value of
shares issued, increased by costs of exercise, are charged to the income statement as incurred upon exercise of the options.
For options granted after November 7, 2002 and not vested at January 1, 2005 the fair value of the employee services received
in exchange for the grant of options is recognized as an employee benefit expense with a corresponding increase in other
reserves. The total amount to be expensed over the vesting period is determined by reference to the fair value of the options
granted. At each balance sheet date, the Company revises its estimate of the number of options that are expected to become
exercisable. It recognizes the impact of the revision of original estimates, if any, in the income statement, with a corresponding
adjustment to other reserves.

Retirement benefits

The Netia Group makes contributions to the Government’s retirement benefit scheme at the applicable rate during the period
based on gross salary payments (the “State Plan”).

The State Plan is funded on a pay-as-you-go basis, i.e. the Netia Group is only obliged to pay the contributions as they fall
due based upon a percentage of salary and if the Netia Group ceases to employ members of the State Plan, it will have no
obligation to pay any additional benefits. The State Plan is a defined contribution plan. The expense for the contributions is
charged to the income statement in the same period as the related salary expense.

Employees are entitled to severance payments, which are paid on a one-off basis on retirement. The amount of retirement
severance payments is defined in the Labour Code (an average monthly remuneration). The provision recognised in the Netia
Group’s balance sheet in respect of retirement severance payments is the present value of the future obligation. This provision is
calculated annually by independent actuaries using the projected unit credit method. The present value of the retirement
severance payments is determined by discounting the estimated future cash outflows using interest rates of long-term bonds that
are denominated in the currency in which the benefits will be paid. Actuarial gains and losses are charged or credited to the
income statement.

Provisions

Provisions are recognized when Netia Group has a present legal or constructive obligation as a result of past events, it is
more likely than not that an outflow of resources will be required to settle the obligation, and the amount can be reliably
estimated. Netia Group has recognized provisions for loss on rental contracts (onerous contracts), legal claims and tax
assessments and restructuring. Costs related to the ongoing activities of Netia Group are not provided in advance. Provisions
are not recognized for future operating losses.

Provisions for onerous contracts are recognized when the expected benefits to be derived from a contract are less than the
unavoidable costs of meeting the obligations under the contract.

Provisions for claims (legal and contractual) and tax assessments are recognized when, based on all available evidence, it is
more likely than not that a present obligation exists at the balance sheet date, the outflow of benefits relating to the claim is
probable and it is possible to estimate this reliably.

Provisions for claims and tax assessments are recorded at the estimated value of costs to be incurred. Provisions for
onerous contracts are calculated based on the value of future net cash outflows by the termination of a contract. If a contract is
concluded for a period exceeding the 12-month period from the balance sheet date, the provision is recorded based on the
discounted value of net cash outflows.

Headcount restructuring and termination benefits provisions comprise employee termination payments and are recognized in
the period in which Netia Group becomes legally or constructively committed to payment.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a
pre-tax rate that reflects current market assessment of the time value of money and the risk specific to the obligation. The
increase in the provision due to passage of time is recognized as interest expense.

Trade payables

Trade payables are recognized initially at fair value and subsequently measured at amortised cost using effective interest
method.

Financial guarantee contract
Financial guarantee contracts are accounted for as financial instruments. Such contracts are recognized initially at fair value
(equal to premium received or estimated using a valuation technique) and subsequently measured at the higher of: (i) the

amount of provision determined based on the best estimate of the probable expenditure required to settle the obligation from the
guarantee contract and (ii) the amount initially recognized less cumulative amortization.
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The initially deferred revenue is recognized over the contract period by amortizing it to the income statement in the amounts
assigned by the initial fair valuation model to each period (on a monthly basis).

At each reporting date, the Netia Group considers whether payment under the guarantee contract is probable and therefore
requires a provision to be recognized. If a provision is recognized, and the provision amount is greater than the existing carrying
amount (after amortization of revenue), an adjustment is made to reflect the provision and the difference is recognized in the
income statement.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the
income statement over the period of the borrowings using the effective interest method. Corresponding borrowing costs are
recognized in profit or loss in the period in which they are incurred, unless they are capitalized.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability
for at least 12 months after the balance sheet date.

Borrowing costs

Borrowing costs incurred for the construction of any qualifying asset are capitalised during the period of time that is required
to complete and prepare the asset for its intended use. Other borrowing costs are expensed.

Revenue

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services in the
ordinary course of the Netia Group’s activities. Revenue is shown net of value added tax, rebates and discounts and after
eliminated sales within the Group.

Telecommunications revenue includes direct voice products, such as monthly charges and calling charges. Calling charges
include the following traffic fractions: local calls, domestic long-distance (DLD) calls, international long distance (ILD) calls, fixed-
to-mobile calls and other services (incl. Internet dial-in, emergency calls and intelligent network services). Revenue from calling
charges is recognized in the income statement at the time a call is made over the Netia Group’s network. Telecommunications
revenue includes also services other than traditional direct voice, such as indirect voice, data transmission, interconnection,
wholesale, intelligent network services and other telecommunication services, as well as sales of goods. Other
telecommunication revenue comprises the provision of Internet dial-in services for Netia's indirect customers, Internet callback
services, payphones, as well as other non-core revenues. Other telecommunication revenues are recognized in the income
statement in the period to which the services relate.

Revenues relating to promotional offers are stated net of discounts. For certain commercial offers where customers are
offered a free or significantly discounted service over a certain period in exchange for contracting for a fixed period (time-based
incentives), the total revenue generated under the contract is spread over the fixed, non cancelable period of the contract.

Interconnection revenues are derived from calls and other traffic that originate in other domestic or foreign operators’
networks but use the Netia Group’s network. The Netia Group receives interconnection fees based on agreements entered into
with other telecommunication operators. These revenues are recognized in the income statement in the period to which the
services relate.

Radio communications revenue includes revenue from specialized mobile radio service (public trunking), through the
Company’s subsidiary UNI-Net Sp. z 0.0. Service revenues are recorded when the service is provided. Revenue from the sale
of equipment is recorded when the equipment is delivered to the customer.

Deferred income

Deferred income is recognized when the income is invoiced during an accounting period, but for which the Netia Group has
still to supply the related services. It includes deferred revenues from rental contracts and subscriptions relating to future periods.
Deferred income is classified as current if the service is expected to be supplied within 12 months of the balance sheet date.

Deferred income also includes government grants relating to property, plant and equipment. Government grants are credited
to the income statement on a straight-line basis over the expected lives of the related assets.

Interconnection charges

Interconnection with other telecommunication operators is required to complete calls that originate in but terminate outside of
the Netia Group’s network or originate outside the network and terminate within it, or are only transferred through the Netia
Group's network. The Netia Group pays interconnection charges based on agreements entered into with other
telecommunication operators.

Interest income

Interest income is recognized on a time-proportion basis using the effective interest method. Interest income on impaired
loans is recognized either as cash is collected or on a cost-recovery basis as conditions warrant.
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Deferred income taxes

Deferred income tax is provided, using the liability method, on all temporary differences arising between the tax bases of
assets and liabilities and their carrying values for financial reporting purposes and for tax losses. Currently enacted tax rates are
used to determine deferred income tax. The principal temporary differences arise from different valuations of depreciable assets
and accruals for tax and accounting purposes.

Deferred income tax assets are recognized to the extent that it is probable that future taxable profit will be available against
which temporary differences can be utilized. Deferred income tax assets are also recognized for unused tax losses carried
forward and unused tax credits to the extent that it is probable that future taxable profit will be available against which the
unused tax losses and unused tax credits can be utilized:

- except where the deferred income tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

- in respect of deductible temporary differences associated with investments in subsidiaries, associates and interests in
joint ventures, deferred income tax assets are only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the temporary
differences can be utilised.

Deferred income tax liabilities are recognised for all taxable temporary differences:

- except where the deferred income tax liability arises from the initial recognition of goodwill, an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit
nor taxable profit or loss; and

- in respect of taxable temporary differences associated with investments in subsidiaries, associates and interests in
joint ventures, except where the timing of the reversal of the temporary differences can be controlled and it is probable
that the temporary differences will not reverse in the foreseeable future.

Deferred income tax assets and deferred income tax liabilities are offset if, and only if, the Company or its subsidiaries have
a legally enforceable right to set off current tax assets against current tax liabilities, and the deferred income tax assets and the
deferred income tax liabilities relate to income taxes levied by the same taxation authority on the same taxable base.

Dividend distribution

Dividend distributions to the Company’s shareholders are recognized as a liability in the Netia Group’s consolidated financial
statements in the period in which the dividends are approved by the Company’s General Shareholders’ Meeting.

Financial risk management
Financial risk factors

The Netia Group’s activities expose it to a variety of financial risks. The Netia Group’s overall risk management program
focuses on minimizing potential adverse effects of those risks on the financial performance of the Netia Group. The Netia Group
uses derivative financial instruments to hedge certain risk exposure. The Management Board provides written principles for
overall risk management, as well as written policies covering specific areas, such as use of derivative financial instruments,
credit risk and price risk.

Market risk

- Currency risk:

The Netia Group’s revenues and costs are predominately denominated in Polish Zloty, other than some payments made
under the equipment and construction contracts, which are linked to the U.S. Dollar and Euro. In order to mitigate the
currency risk Netia Group holds deposits in Euro and U.S. Dollars for servicing those payments. Furthermore, the Netia
Group has a commitment to make contributions to P4’s capital, denominated in Euros. Therefore, to manage the currency
risks, a certain part of planned payments was hedged.

At June 30 2007, if the Polish Zloty had weakened (strengthened) by 1% against Euro with all other variables held
constant, consolidated loss for the six-month period ended June 30, 2007 would have been PLN 76 lower (higher), mainly as
a result of foreign exchange gains (losses) on translation of Euro denominated cash deposits and trade receivables, partially
offset by Euro denominated trade and investment payables. Furthermore, at June 30, 2007, the hedging reserve in
shareholders’ equity and the fair value of the hedging instruments would have been PLN 343 lower (higher).

At June 30 2006, if the Polish Zloty had weakened (strengthened) by 1% against Euro with all other variables held
constant, consolidated loss for the six-month period ended June 30, 2006 would have been PLN 168 lower (higher), mainly
as a result of foreign exchange gains (losses) on translation of Euro denominated cash deposits and trade receivables,
partially offset by Euro denominated trade and investment payables. Additionally, consolidated loss for the six-month period
ended June 30, 2006 would have been PLN 486 higher (lower) as a result of foreign exchange gains (losses) on translation
of Euro denominated licence liabilities (cancelled in December 2006).
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At June 30 2007, if the Polish Zloty had weakened (strengthened) by 1% against the U.S. Dollar with all other variables
held constant, consolidated loss for the six-month period ended June 30, 2007 would have been PLN 48 (PLN 197 for the
corresponding period in 2006) lower (higher), mainly as a result of foreign exchange gains (losses) on translation of U.S.
Dollar denominated cash deposits and trade receivables, partially offset by U.S. Dollar denominated trade and investment
payables.

- Interest rate risk:

As the Group has no significant interest-bearing assets, the Group’s income and operating cash flows are substantially
independent of changes in market interest rates.

In May 2007, the Company entered into a credit facility agreement, the Netia Group’s interest rate risk arises from long-
term borrowings. Borrowings issued at variable rates expose the Netia Group to cash flow interest rate risk. The Netia Group
analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated taking into consideration refinancing
and hedging. Based on these scenarios, the Group calculates the impact on borrowing costs of a defined interest rate shift. If
the market interest rates had been 100 basis points higher (lower) at June 30, 2007, borrowing costs would have been
PLN 6 higher (lower).

- Price risk:

The Netia Group does not participate in the market trading of securities. The investments held by the Netia Group and
classified as short term deposits have an agreed redemption price and are regarded as having low market risk.

Credit risk

The Netia Group had no significant concentrations of credit risk throughout the first half of 2007. Cash transactions are
limited to high credit quality financial institutions. The Netia Group has a large number of customers, nationally dispersed, and
there are policies in place to ensure that sales of services to significant customers are preceded by appropriate verification of
their credit history. For wholesale (in particular international carriers) and large business customers credit rating and scoring
tools are used. For these customers transactions are only concluded with recognised, creditworthy counterparties or credit
collaterals are established. In addition receivables from the bulk business are managed separately. Retail customers verification
and dunning processes are more automatic and base on CRM and billing systems functionalities. Utilisation of the usage limits,
sales limits and receivables balances are monitored on an ongoing basis and if necessary further business with customer that
exceeds its limit is ceased.

On October 31, 2006 the Company granted to P4, an associate company, a guarantee partially securing the repayment of
the credit facility. The Netia Group’s maximum exposure to a credit risk is limited to EUR 21,060 (see Note 21) and may arise
from a payment default by P4, that is covered by this guarantee.

Liquidity risk

The Netia Group policy assumes maintaining sufficient cash to service its current payments. Surpluses are deposited in bank
deposits. Due to the dynamic nature of the underlying business, the Netia Group aims to maintain flexibility in funding by keeping
borrowing facilities available.

Management monitors rolling forecasts of the Group’s liquidity reserve on the basis of expected cash flow.

The table below analyses the Group’s financial liabilities that will be settled on a net basis into relevant maturity groupings
based on the remaining period from the balance sheet to the contractual maturity date. The amounts disclosed in the table are
the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances, as the impact of
discounting is not significant.

Less than 1 Between 1 Between 2

year and 2 years and 5 years  Over 5 years

(PLN) (PLN) (PLN) (PLN)
As at June 30, 2007
BanK DOMrOWINGS ........oeviiiiieiiii e 93 1,248 3,752 -
Derivative financial instruments.. 720 - - -
Trade and other payables...........ccccooiiniiniiiniiecen 147,986 213 144 630
As at December 31, 2006
Trade and other payables..........cccocciiiiiiiiiice e 168,267 37 106 631
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The table below analyses the Group’s derivative financial instruments that will be settled on a gross basis into relevant
maturity groupings based on the remaining period at the balance sheet date to the contractual maturity date. The amounts
disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances,
as the impact of discounting is not significant.

Less than 1 Between 1 Between 2

year and 2 years and 5 years  Over 5 years

(PLN) (PLN) (PLN) (PLN)
As at June 30, 2007
Forward foreign exchange contracts — cash flow hedges:
SANFIOW s 49,533 - - -
= OUEFIOW L (50,253) - - -
As at December 31, 2006
Forward foreign exchange contracts — cash flow hedges:
SANFIOW e 87,066 - - -
= OULFIOW < (86,466) - - -

Fair value estimation

The fair value of financial instruments that are not traded in an active market (for example available-for-sale financial assets)
is determined by using valuation techniques.

The fair value of forward currency contracts is determined using quoted forward exchange rates at the balance sheet date.

The fair value of the financial guarantee contract is determined by using valuation techniques (probability-adjusted
discounted cash flow analysis). Estimated discounted cash flows are used to determine fair value for the remaining financial
instruments.

The nominal value less impairment provision of receivables and liabilities with a maturity of less than one year are assumed
to approximate their fair values.

Critical accounting estimates and judgments

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the current or next financial year are described below.

(a) Deferred income tax

As part of the process of preparing the consolidated financial statements, the Management is required to estimate the Netia
Group’s income taxes. This process involves estimating the Netia Group’s actual current tax exposure together with assessing
temporary differences resulting from different treatment for tax purposes compared to the accounting treatment, such as the
valuation of tangible fixed assets, accruals and provisions. These differences result in deferred income tax assets and liabilities,
which are recognized in the consolidated balance sheet.

The deferred income tax calculation is based on the probability that future taxable profit will be available against which
temporary differences, the unused tax losses and unused tax credits can be utilized. That calculation is based upon
Management's estimates, which contain a considerable amount of uncertainty.

The Management is required to assess the likelihood that deferred income tax assets will be recovered from future taxable
income, and to the extent the recovery is probable the deferred income tax assets are recognized. Significant management
estimates are required in the valuation of the Netia Group’s deferred income tax assets. These estimates take into consideration
future taxable income projections, potential volatility in those projections, historical results and ongoing tax planning strategies.
Management’s assessment also considered such factors as: the stability and trend of past earnings, the nature of the business
and industry, the economic environment in which the Netia Group operates and the stability of local legislation.

Based on the above assumptions and Management’s assessment of the Netia Group tax position as of June 30, 2007,
including tax projections, the recognized deferred income tax assets as at June 30, 2007 amounted to PLN 2,919.

Because of the above and also due to results of final reviews of our tax returns by tax authorities actual results may differ
and our estimates may be altered to reflect changes in the economic, technological and competitive environment in which the
Netia Group operates. Consequently, we may need to adjust the valuation of our deferred income tax assets, which could
potentially materially impact our financial position and results of operations.

(b) Impairment of investments in associates
As at June 30, 2007 the Netia Group assessed whether there are any indications that investments in associates may be

impaired. The Netia Group’s only investment in an associate is P4, the holder of a UMTS license. After assessing both the
external and internal sources of information, the Management concluded that no such indication exists.
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However, as P4 is a start-up phase enterprise, there is considerable uncertainty as to the recoverable amount of the Netia
Group’s investment in P4. The future success of P4’s business model, based on its planned limited coverage UMTS network
with national GSM coverage provided to its customers via a national roaming agreement with an incumbent GSM operator, is
dependent on many factors. The overall level of competition in the market, including market prices for voice and data services,
the future take-up of new mobile data services, access to sufficient distribution channels and the impact of possible mobile virtual
network operators (MVNOs) that are entering the market, may all impact P4’s ability to generate sufficient revenues. Observed
delays in building and utilizing its own UMTS network and uncertainties over the market regulator's approach to new entrants
relative to market incumbents, the rate of decrease in unit costs of UMTS handsets and market levels of handset subsidy
generate uncertainties over achievable profit margins. Uncertainties as to the availability of additional sources of financing and
the ability to attract the experienced employees necessary to implement P4’s plans may also impact significantly on the success
of P4’s business. As a result of these and other uncertainties, including possible significant changes in mobile technology, the
actual recoverable amount from Netia’s investment in P4 may differ significantly in the future from Netia’s current estimates.

(c) Impairment of goodwill and other non-current assets

The Group tests annually whether goodwill has suffered any impairment and assesses at each balance sheet date whether
there is any indication that an asset may be impaired, in accordance with the accounting policy stated in Note 3.

In 2006 the Netia Group performed an impairment test in accordance with IAS 36 “Impairment of Assets”. The test resulted
in an impairment charge of PLN 354,672, which was recorded in the consolidated income statement for the year ended
December 31, 2006 and was allocated to the carrying amount of goodwill and then to the non-current assets in the
telecommunications segment on a pro rata basis.

As at June 30, 2007 the Netia Group assessed whether there was any indication that the impairment loss recognized for
non-current assets in the prior year may no longer exist or may have reversed. After assessing both the external and internal
sources of information, no indications were identified which could result in a new assessment of the impairment loss recorded in
2006.

(d) Useful lives of non-current assets

Non-current assets, consisting primarily of property, plant and equipment and intangibles, comprise a significant portion of
the Netia Group’s total assets. Changes in the intended use of these assets, technological development and market conditions
may cause the estimated period of use or the value of these assets to change. The Netia Group perform internal studies on an
annual basis to confirm the appropriateness of its estimates of the economic useful lives for each category of current property,
plant and equipment and other non-current assets. In determining the initial and remaining estimated useful life of a fixed asset,
Management considers:

- the physical life of the asset;

- the technological life of the asset;

- the lives for similar productive assets; and

- the expected period that benefits will be derived from the asset.

The foregoing estimates and assumptions are inherently uncertain and subject to change, including as a result of factors
outside the Netia Group’s control. If the estimated useful life is shortened, the Netia Group depreciate or amortize the remaining
value of the asset over the revised remaining life of the asset. Likewise, if the anticipated technological or other changes occur
more slowly than expected, the life of the group could be extended based on the life assigned to new assets added to the group.
This could result in a reduction of depreciation and amortization expense in future periods. Our estimates of useful lives affect
the amount of gains or losses reported on the disposal or retirement of non-current assets.

(e) Financial guarantee

The valuation of fair value of the financial guarantee contract (see Note 21) requires the Netia Group to make estimates
about expected future cash flows, discount rates and probability of default, and hence they are subject to uncertainty.

The initial carrying amount of the financial guarantee contract would be an estimated PLN 740 lower or PLN 740 higher were
the probability of default used in the discounted cash flow analysis to differ by 10% from management’s estimates.

(f) Customer relationships

In 2006 and 2007 the Netia Group acquired Pro Futuro and three internet service providers (see Note 8). In the purchase
price allocation process the Netia Group identified customer relationships as an intangible asset. The fair value of customer
relationships was estimated using the excess earnings method. This method considers the present value of the future economic
benefits that will flow to an owner of an intangible asset. This analysis requires certain assumptions including: the expected
annual cash flows, the period in which the economic benefits will flow to the owner and the risk-adjusted discount rate.
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(9) Dilution gain in the associate

Following the provisions of the investment agreement and the amended shareholders agreement (see Note 41), P4,
the Netia Group’s associate, increased its share capital in exchange for an in-kind contribution made by a new shareholder.
A dilution gain of PLN 40,102, arising on that transaction was based on P4’s provisional fair valuation of the issued shares.
However, if any of the key assumptions used for the estimation were to change, P4 might have recognized total purchase
consideration in a different amount. Then the dilution gain recognized by the Netia Group would change accordingly. If the rate of
perpetuity growth of free cash flows after 2015, used by P4 in determining the fair value of shares issued, was reduced by 2 p.p.,
the dilution gain would amount to PLN 22,409. If the rate of perpetuity growth of free cash flows after 2015 was increased by
2 p.p., the dilution gain would amount to PLN 63,894. If additional risk premium for P4 was reduced by 1 p.p., the dilution gain

would amount to PLN 72,279. If additional risk premium for P4 was increased by 1 p.p., the dilution gain would amount to
PLN 14,868.

Significant one-off transactions recorded in the current interim period

On January 22, 2007, Netia concluded an agreement with its subsidiary Swiat Internet S.A. (“Swiat Internet”), whereupon
Netia made an in-kind contribution of telecommunications network elements in exchange for new shares in its subsidiary. The
related assets were valued by a property appraisal expert at the amount of PLN 950,703. The tax on civil law transactions levied
on this capital contribution in the amount of PLN 4,764 was recognized as other expense in the interim consolidated income
statement for the six-month period ended June 30, 2007. Subsequently, Netia concluded an agreement with Swiat Internet to
enable Netia to lease the network elements in order to provide service to its customers. This reorganization of the Netia Group’s
activities is expected to deliver various operating efficiencies in the future.

As a result of the settlement of interconnection related disputes between Netia and TP SA, signed on December 22, 2006,
and interconnection agreement signed on June 30, 2007, PLN 24,239 was recorded as other income in the interim consolidated
income statement for the six-month period ended June 30, 2007.

Due the accession of a new shareholder to P4 and its contribution to P4’s capital (see Note 41) during the six-month period
ended June 30, 2007, the Netia Group recognized a dilution gain of PLN 40,102 and recorded it directly in equity.
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7. Property, plant and equipment

Current period:

Gross book value as at December 31, 2006.................
Additions ........cccceveeens
Purchase of subsidiary..
Transfers ... .
Transfers to non-current assets held for sale ..............
Disposals and other movements............ccccceveeeviiinnnns
Gross book value as at June 30, 2007 ........cccceeeeenns

Accumulated depreciation as at December 31, 2006....
Depreciation eXPenSe .........cceeveiiiiiieieeeiiiiiieee e
Disposals and other movements............cccccceveeeiiiiinnes
Accumulated depreciation as at June 30, 2007 ........

Accumulated impairment as at December 31, 2006 .....
TrANSTEIS .o
Transfers to non-current assets held for sale ... .
Disposals and other movements...........c.ccooevceennininen
Accumulated impairment as at June 30, 2007 .........

Net book value as at December 31, 2006.....................
Net book value as at June 30, 2007 .......ccccceeeeeeeeennnen,

(All amounts in thousands, except as otherwise stated)

Fixed Machinery Office Fixed assets
telecommunications Telecommunications and furniture and under
Buildings Land network equipment equipment equipment Vehicles construction Total
(PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN)

73,157 17,308 1,888,100 1,557,141 85,782 127,302 12,918 134,111 3,895,819
70 - 7 143 124 767 3 73,395 74,509
47 - - 2,597 - 115 38 835 3,632
1,674 53 12,546 70,287 4,002 1,033 - (89,595) -

- (987) - - - - - - (987)

(307) - 554 (2,736) 2,341 (879) (415) (405) (1,847)
74,641 16,374 1,901,207 1,627,432 92,249 128,338 12,544 118,341 3,971,126
20,478 - 587,898 582,734 50,180 101,649 4,082 - 1,347,021
1,601 - 32,648 75,819 2,391 3,380 994 - 116,833

(263) - 145 (1,111) 1,106 (798) (281) - (1,202)
21,816 - 620,691 657,442 53,677 104,231 4,795 - 1,462,652
16,477 5,108 629,552 388,517 15,080 12,736 305 22,994 1,090,769
226 40 1,449 9,252 613 70 - (11,650) -

- (235) - - - - - - (235)

(47) - 186 (663) 524 (79) (18) (1,412) (1,509)
16,656 4,913 631,187 397,106 16,217 12,727 287 9,932 1,089,025
36,202 12,200 670,650 585,890 20,522 12,917 8,531 111,117 1,458,029
36,169 11,461 649,329 572,884 22,355 11,380 7,462 108,409 1,419,449
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7. Property, plant and equipment (cont’d)

Comparative period:

Fixed Machinery Office Fixed assets
telecommunications Telecommunications and furniture and under
Buildings Land network equipment equipment equipment Vehicles construction Total
(PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN)
Gross book value as at December 31, 2005................ 73,272 17,684 1,855,368 1,488,393 82,439 138,948 17,369 72,855 3,746,328
Additions . - - 2 403 191 811 2,294 36,071 39,772
TranSTEIS ..o, 98 - 9,570 23,818 1,219 4,344 44 (39,093) -
Transfers to non-current assets held for sale .............. (1,079) (1,363) (2,464) - - - - - (4,906)
Disposals and other movements . 117 - (937) (5,849) (2,853) (18,863) (5,877) (109) (34,371)
Gross book value as at June 30, 2006 ..............ccceu.e. 72,408 16,321 1,861,539 1,506,765 80,996 125,240 13,830 69,724 3,746,823
Accumulated depreciation as at December 31, 2005.... 17,645 - 511,946 473,690 49,268 110,087 8,420 - 1,171,056
Depreciation eXPenSe .........ceveveviieeiieeeiiiiiiiee e 1,508 - 37,816 59,260 2,603 5,612 891 - 107,690
Transfers to non-current assets held for sale ............... (141) - (583) - - - - - (724)
Disposals and other movements..............ccccceu. . 12 - (6) (1,704) (5,492) (17,692) (5,187) - (30,069)
Accumulated depreciation as at June 30, 2006 ....... 19,024 - 549,173 531,246 46,379 98,007 4,124 - 1,247,953
Accumulated impairment as at December 31, 2005 .... 14,481 4,821 491,023 274,558 9,898 10,667 874 2,039 808,361
Impairment charge for specific assets ...........cccccecceeen - - 1 4,703 10 - - - 4,714
Reversal of impairment charge ...........cccccvvviiiiniiinneen - - - - - - - (317) (317)
TranSfers ..o - - - - 10 - - (10) -
Transfers to non-current assets held for sale ... . - (379) (501) - - - - - (880)
Disposals and other movements...............cccoeeue . 2 - (247) (1,180) 575 (555) (509) (46) (1,960)
Accumulated impairment as at June 30, 2006 ......... 14,483 4,442 490,276 278,081 10,493 10,112 365 1,666 809,918
Net book value as at December 31, 2005..................... 41,146 12,863 852,399 740,145 23,273 18,194 8,075 70,816 1,766,911
Net book value as at June 30, 2006 .........c.cccceeeeruenenn: 38,901 11,879 822,090 697,438 24,124 17,121 9,341 68,058 1,688,952
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The transfers recorded in the six-month period ended June 30, 2007 mainly relate to transfers from fixed assets under
construction to fixed assets due to the completion of construction.

Subsequent costs directly attributable to the acquisition or bringing the asset to the location and condition necessary for it to
be capable of operating in the manner intended by the Management amounting to PLN 5,608, and PLN 4,992 were capitalized to
network under construction during the six-month period ended June 30, 2007 and June 30, 2006, respectively. Furthermore,
during the six-month period ended June 30, 2007 the Company capitalized PLN 34 of borrowing costs.

The net carrying value of assets held under finance lease as at June 30, 2006 and June 30, 2007 is presented below:

June 30, June 30,
2006 2007
(PLN) (PLN)
Fixed telecommunications NEIWOIK ..........c.uviieiieiiiiiiieee e 427 -
Telecommunications equipment - 861
VERNICIES ...t e e e e e st e e e e e e e et e e e e e e anraeaaaeeennees - 14
427 875

Acquisitions
KOM-Net Systemy Komputerowe Sp. z 0.0.

On June 6, 2007, the Company purchased 100% of the share capital of KOM-Net Systemy Komputerowe Sp. z 0.0. (“*KOM-
Net”), an internet service provider, for a total of PLN 9,418.

The Netia Group accounted for the acquisition of KOM-Net using the purchase method and started consolidating the financial
statements of KOM-Net as of June 1, 2007 adjusting the consolidated statements of operations and the consolidated balance
sheet for material transactions, which took place between June 1, 2007 and June 6, 2007. The acquired business contributed
revenue of PLN 363 and profit of PLN 109 in the one-month period ended June 30, 2007, after taking into account intercompany
eliminations. If the acquisition had occurred on January 1, 2007, the Netia Group’s telecommunication revenue would have
amounted to PLN 408,044, and loss would have been PLN 88,496.

In the purchase price allocation process the Netia Group identified customer relationships as an intangible asset and
recorded related deferred income tax. The fair value of customer relationships was estimated using excess earnings method.
The provisional fair values of other assets, liabilities and contingent liabilities acquired are based on amounts from KOM-Net
historical accounting records and will therefore be subject to adjustments as additional information is obtained. Such additional
information may include reports from valuation specialists, information related to pre-acquisition contingencies and calculation of
the related deferred income taxes. A detailed review of these assets, liabilities and contingent liabilities will be performed during
the course of the period ending December 31, 2007, which may result in further adjustments to the carrying amounts of
identifiable net assets as at the acquisition date.

Details of provisional fair value of net assets acquired and goodwill as of the date of the acquisition are as follows:

(PLN)
Purchase consideration, including transaction costs of PLN 191 ...........cccooiiiiiiiiinennes 9,609
Provisional fair value of net assets acquired .............occoiiiiii i (3,420)
[© 7o oo /1 PSP PPTNS 6,189

The goodwill is based on provisional fair value of net assets acquired and is attributable to the significant synergies expected
to arise after the Netia Group’s acquisition of KOM-Net.

The assets and liabilities recognized in the consolidated balance sheet arising from the acquisition, as at the acquisition date,
are as follows:

(PLN)
Property, plant and eqUIPMENt ... 793
CUSLOMET FrelatioNSNIPS ... e e e e e e e e st ae e e e e e 2,955
Deferred iNCOME taX @SS .......uiiiiiiiiiiiiie e 4
Inventories........ccccoeeeeenieenn. 71
Receivables... 163
Prepayments.........cccccceeevneenne 47
Cash and cash eqUIVAIENTS ..........c..oiii et 377
Trade ADIlIIES ........eeeiiieeie ettt (63)
Other liabilities and accruals....... (366)
Deferred income tax liabilities .... (561)
Provisional fair value of net assets acquired ............ccoocoiiiiii i 3,420
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(PLN)
Total purchase consideration settled in cash ...........ccccoiiiiiiiiii e, (9,609)
Cash and cash equivalents in the subsidiary acquired . 377
Cash outflow 0N @CQUISILION .......cccuieeiiiie e et e e rae e (9,232)

The provisional fair values of assets, liabilities and contingent liabilities are equal to the carrying amounts of these assets,
liabilities and contingent liabilities immediately before the acquisition.

The investment in KOM-Net shares is of a long-term nature.
Lanet Sp. z 0.0.

On June 6, 2007, the Company purchased 100% of the share capital of Lanet Sp. z o0.0. (“Lanet”), an internet service
provider, for a total of PLN 10,076.

The Netia Group accounted for the acquisition of Lanet using the purchase method and started consolidating the financial
statements of Lanet as of June 1, 2007 adjusting the consolidated statements of operations and the consolidated balance sheet
for material transactions, which took place between June 1, 2007 and June 6, 2007. The acquired business contributed revenue
of PLN 394 and loss of PLN 41 in the one-month period ended June 30, 2007, after taking into account intercompany
eliminations. If the acquisition had occurred on January 1, 2007, the Netia Group’s telecommunication revenue would have
amounted to PLN 408,613, and loss would have been PLN 88,868.

In the purchase price allocation process the Netia Group identified customer relationships as an intangible asset and
recorded related deferred income tax. The fair value of customer relationships was estimated using excess earnings method.
The provisional fair values of other assets, liabilities and contingent liabilities acquired are based on amounts from Lanet
historical accounting records and will therefore be subject to adjustments as additional information is obtained. Such additional
information may include reports from valuation specialists, information related to pre-acquisition contingencies and calculation of
the related deferred income taxes. A detailed review of these assets, liabilities and contingent liabilities will be performed during
the course of the period ending December 31, 2007, which may result in further adjustments to the carrying amounts of
identifiable net assets as at the acquisition date.

Details of provisional fair value of net assets acquired and goodwill as of the date of the acquisition are as follows:

(PLN)
Purchase consideration, including transaction costs of PLN 197 ...........ccccceiiiniiiniennns 10,273
Provisional fair value of net assets acquired ............c.ccovieiiiiniiiiin e (1,664)
(7o Yoo LY/ OSSPSR 8,609

The goodwill is based on provisional fair value of net assets acquired and is attributable to the significant synergies expected
to arise after the Netia Group’s acquisition of Lanet.

The assets and liabilities recognized in the consolidated balance sheet arising from the acquisition, as at the acquisition date,
are as follows:

(PLN)
Property, plant and @qUIPMENT ..ot e 1,826
CustomMEr relatioNSNIPS ......oiiiiiiecce et e e saree e e eaaeaeeaes 1,884
Deferred income tax asset... 5
101V 7=T g1 (o4 =Y USSR 178
RECEIVADIES........eiee e ettt 260
Prepayments.........cccccceevnnenne 7
Cash and cash equivalents 114
Bank overdraft................ccccc. (93)
Trade ADIlHIES .......eeeieiiiee et (706)
Other liabilities @and @CCIUAIS ............ccieiiiiiiii e (1,304)
Deferred income.............c........ (219)
Deferred income tax liabilities .............c.ccceveene (358)
Provisional fair value of net assets acquired .............ccoeeeviiieeiiiiie e 1,664

(PLN)
Total purchase consideration settled in cash .........c.cccooviiiiiiiii e, (10,273)
Cash and cash equivalents in the subsidiary acquired .............cccooiiiiiiiniiiiieiecee 114
BanK overdrafl........ ..o e (93)
Cash outflow 0N aCQUISILION .....ccciiiiiiiiiie e e e e (10,252)

The provisional fair values of assets, liabilities and contingent liabilities are equal to the carrying amounts of these assets,
liabilities and contingent liabilities immediately before the acquisition.

The investment in Lanet shares is of a long-term nature.
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Magma Systemy Komputerowe Schmidt i S-ka Sp. z 0.0.

On June 21, 2007, the Company purchased 100% of the share capital of Magma Systemy Komputerowe Schmidt i S-ka
Sp. z 0.0. (“Magma”), an internet service provider, for a total of PLN 7,941.

The Netia Group accounted for the acquisition of Magma using the purchase method and started consolidating the financial
statements of Magma as of June 30, 2007 adjusting the consolidated statements of operations and the consolidated balance
sheet for material transactions, which took place between June 21, 2007 and June 30, 2007. If the acquisition had occurred on
January 1, 2007, the Netia Group’s telecommunication revenue would have amounted to PLN 407,913, and loss would have
been PLN 88,682.

The provisional fair values of assets, liabilities and contingent liabilities acquired are based on amounts from Magma
historical accounting records and will therefore be subject to adjustments as additional information is obtained. Such additional
information may include reports from valuation specialists, information related to pre-acquisition contingencies and calculation of
the related deferred income taxes. A detailed review of these assets, liabilities and contingent liabilities will be performed during
the course of the period ending December 31, 2007, which may result in further adjustments to the carrying amounts of
identifiable net assets as at the acquisition date. Additionally, in the purchase price allocation process the Netia Group identified
customer relationships as an intangible asset. The fair value of customer relationships was estimated using excess earnings
method.

Details of provisional fair value of net assets acquired and goodwill as of the date of the acquisition are as follows:

(PLN)
Purchase consideration, including transaction costs of PLN 219 .........cccccociiviiiiiiniciiceen, 8,160
Provisional fair value of net assets acquired ............ccoooeiiiiiiiiiie e (2,831)
(€ ToTo o 1V 1| PR OTRROPPRNY 5,329

The goodwill is based on provisional fair value of net assets acquired and is attributable to the significant synergies expected
to arise after the Netia Group’s acquisition of Magma.

The assets and liabilities recognized in the consolidated balance sheet arising from the acquisition, as at the acquisition date,
are as follows:

(PLN)
Property, plant and eqUIPMENt ... ..o 1,014
Customer relationships .............. 2,429
Other intangible assets . 4
10 1Y7=T 01 (o] = RS URR 64
RECEIVADIES........eeiee ettt 74
Prepayments 3
Cash and cash equIValENtS ...........c.ooiiiiiii e 42
Trade ADIlIIES ........eeeiiiee ettt e e e ennee e (62)
Other liabilities @and @CCIUAIS ...........ccciiiiiiiiiii s (275)
Deferred income tax abiliies .........coouiiiiiiii e (462)
Provisional fair value of net assets acquired ............ccoocii i 2,831

(PLN)

Total purchase consideration settled in cash ...........cccooiiiii e
Cash and cash equivalents in the subsidiary acquired ....
Cash outflow 0N aCQUISILION .......cccuiiieiiiie e raea e

The provisional fair values of assets, liabilities and contingent liabilities are equal to the carrying amounts of these assets,
liabilities and contingent liabilities immediately before the acquisition.

The investment in Magma shares is of a long-term nature.
UNI-Net Sp. z 0.0.

On January 9, 2007, the Company purchased from the minority shareholders 4% of the share capital of the Company’s
subsidiary UNI-Net Sp. z 0.0. (“UNI-Net”), for a total of PLN 700. As a result of these transactions, the Netia Group holds 62,2%
of UNI-Net's share capital and the corresponding number of votes at its shareholders' meeting.

As such transactions with minority shareholders are not governed by IFRS 3 “Business Combinations”, the Netia Group
decided to apply the economic entity model for this acquisition. The negative difference between purchase price and book value
of minority in the amount of PLN 39 was deducted directly from equity.

Pro Futuro S.A.

In July 2006, the Company purchased 100% of the share capital of Pro Futuro S.A. (“Pro Futuro”) for a total of PLN 37,893
(including a retention of PLN 2,500, which was to be paid from the escrow account in 2007 subject to all conditions being met by
the seller). On April 27, 2007, PLN 1,940 of this retention was repaid to the Company and the total purchase price was
decreased accordingly.
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In July 2006, Pro Futuro sold 456,166 (not in thousands) shares of dataCOM S.A. (“dataCOM”) with a total nominal value of
PLN 3,193, representing 18.6% of its share capital for a total price of PLN 2,007. The disposal of dataCOM'’s shares was agreed
in advance and was directly related to the above transaction.

Pro Futuro was an independent telecommunications operator providing data transmission, internet access, hosting and VolP
transmission services. It provided the services based on its own broadband telecommunications network (Infostrada Futuro)
created based on modern LMDS technologies. The company provided services based on the Infostrada network in Poland’s
largest cities: Warsaw, £6dz, Katowice, Krakow, Kielce, Gdansk, Gdynia, Szczecin, Wroctaw, Poznan, Bielsko-Biata and Lublin.

The Netia Group accounted for the acquisition of Pro Futuro using the purchase method and started consolidating the
financial statements of Pro Futuro as of July 1, 2006 adjusting the consolidated income statement and the consolidated balance
sheet for material transactions, which took place between July 1, 2006 and July 4, 2006. The acquired business contributed
revenue of PLN 14,745 and profit of PLN 4,200 in the five-month period ended May 31, 2007, after taking into account
intercompany eliminations and a gain of PLN 1,940 described below. On May 31, 2007 the Company merged with Pro Futuro.

During the year ended December 31, 2006 the Netia Group performed a preliminary valuation of Pro Futuro’s assets,
liabilities and contingent liabilities, which was further up-dated during the three-month period ended March 31, 2007. In particular,
the Netia Group assessed fair values of identifiable assets, liabilities and contingent liabilities according to IFRS 3, including fixed
asset items, which have been adjusted on the basis of an independent valuation, and recorded a deferred income tax liability.
Additionally, in the purchase price allocation process the Netia Group identified customer relationships as an intangible asset.
The fair value of customer relationships was estimated using the excess earnings method.

Details of fair value of net assets acquired and the excess of the fair value of net assets over cost as at the date of the
acquisition are as follows:

(PLN)
Purchase consideration, including a retention of PLN 2,500 and transaction costs of PLN 933 .................. 70,933
Settlement of the reteNtION .........oo e . (1,940)
Sale of Pro Futuro’s investment. . (2,007)
Fair value of net assets acquired ...........ccocevciiiiiiiincniicee, . (67,970)
Excess of the fair value of net assets over purchase consideration .............c.ccovciiiieriinciceeeee 984

Based on the preliminary valuation performed during the year ended December 31, 2006, the Netia Group recognized
goodwill of PLN 956, which was fully impaired in 2006. Therefore the decrease in the total purchase price of PLN 1,940 was
recognized as a gain in the interim income statement for the six-month period ended June 30, 2007.

The purchase consideration made by the Company in exchange for control over the net assets of Pro Futuro encompassed:
the price for 100% shares of PLN 35,953, the amounts paid for Pro Futuro’s convertible bonds issued to its previous shareholder
of PLN 32,107 and transaction costs of PLN 933. The purchase consideration was decreased by PLN 2,007 received due to the
disposal of Pro Futuro’s investment in dataCOM shares.

The assets, liabilities and contingent liabilities recognized in the consolidated balance sheet arising from the acquisition, as at
the acquisition date, are as follows:

Acquiree’s
carrying
amount Fair value
(PLN) (PLN)
Property, plant and @qUIPMENT............ooiiiiii e 65,189 62,921
Computer software . 2,681 2,645
CUSLOMET FelatioNSNIPS ...t e e e e e st e e e e s et ae e e e e s e anraees - 18,827
g NVZCTS] (g a1 a1 (RN 2,002 -
Receivables... 3,341 2,712
Prepayments.........ccccccevineenne 325 325
Cash and cash equivalents..... 638 638
ShOM-tEIM IOANS. ...ttt (2,500) (2,500)
Trade ADIlIIES ........eeiiieee e e (4,028) (4,026)
Other liabilities and accruals (7,843) (10,181)
Deferred income tax liabilities ...........cooioiuiiiiiieeec e (770) (3, 391)
Net aSSets aCUITEA .........oooiiiiiie et 59,035 67,970
(PLN)
Total purchase consideration settled in cash ... (68,926)
Cash and cash equivalents in the subsidiary acquired ...........ccccoiriiiniiininee 638
Cash outflow 0N @CUISITION ........coouiiiiiiii e (68,288)
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9.

Intangible assets

Current period:

(All amounts in thousands, except as otherwise stated)

Computer software

Licences costs
Data Domestic
Local communications long distance Capital
telecommunication and internet licenses / WiMAX Computer work in Customer
Goodwill licenses / permits  licenses / permits permits licenses software progress relationships Total
(PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN)
Gross book value as at December 31, 2006...................... 14,799 432,823 7,417 107,354 20,329 217,360 7,723 20,048 827,853
AdAItIONS oo - - - - - 461 13,437 935 14,833
Purchase of subsidiary..........ccccccoiviiiiiniiiiieicecee 20,127 - - - - 4 - 7,268 27,399
Transfers......coocveeie e - - - - - 12,735 (12,735) - -
Disposals and other movements (956) - - - - - 13 - (943)
Gross book value as at June 30, 2007 .......ccccceveeeeeecinnnnns 33,970 432,823 7,417 107,354 20,329 230,560 8,438 28,251 869,142
Accumulated amortization as at December 31, 2006......... - 164,143 1,539 40,432 547 124,577 - 1,901 333,139
Amortization EXPENSE. .......ccuveeiiiieeiieeeeiee e - 7,454 - 1,837 585 11,171 - 2,124 23,171
Accumulated amortization as at June 30, 2007 ............. - 171,597 1,539 42,269 1,132 135,748 - 4,025 356,310
Accumulated impairment as at December 31, 2006 .......... 14,799 159,788 5,878 28,511 3,408 41,054 1,472 207 255,117
TrAaNSTEIS ..o - - - - - 1,535 (1,535) - -
Disposals and other movements.............ccocceiieniiinicineene (956) - - - - - 1,027 - 71
Accumulated impairment as at June 30, 2007 ............... 13,843 159,788 5,878 28,511 3,408 42,589 964 207 255,188
Net book value as at December 31, 2006..............cccveeeenn... - 108,892 - 38,411 16,374 51,729 6,251 17,940 239,597
Net book value as at June 30, 2007 ........cccccvveeeeeecrernennnn. 20,127 101,438 - 36,574 15,789 52,223 7,474 24,019 257,644
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Intangible assets (cont’d)

Comparative period:

Licences Computer software costs
Data Domestic
Local communications long distance
telecommunication and internet licenses / WiMAX Computer Capital work in
Goodwill licenses / permits  licenses / permits permits licenses software progress Total
(PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN) (PLN)
Gross book value as at December 31, 2005....................... 13,843 432,823 7,417 107,354 20,329 191,089 11,648 784,503
AddItioNS ..o - - - - - 1,648 7,330 8,978
Transfers ......cccoooviiviencinieeceee - - - - - 12,181 (12,181) -
Disposals and other movements.............ccocevcieniiiiecnnenns - - - - - (103) - (103)
Gross book value as at June 30, 2006 ...........ccceeereeeennnes 13,843 432,823 7,417 107,354 20,329 204,815 6,797 793,378
Accumulated amortization as at December 31, 2005......... - 146,661 1,539 35,465 - 97,576 - 281,241
Amortization EXPENSE.........ccueeeiiireeiiieeeiiee e - 8,756 - 2,469 - 13,624 - 24,849
Disposals and other movements.............ccccccvceeenenne - - - - - (12) - (12)
Accumulated amortization as at June 30, 2006 ............. - 155,417 1,539 37,934 - 111,188 - 306,078
Accumulated impairment as at December 31, 2005 - 137,127 5,878 20,517 - 30,310 - 193,832
Disposals and other movements...........c.cccccovvvenene - - - - - (2) - (2)
Accumulated impairment as at June 30, 2006 ............... - 137,127 5,878 20,517 - 30,308 - 193,830
Net book value as at December 31, 2005...........ccccecveeenne 13,843 149,035 - 51,372 20,329 63,203 11,648 309,430
Net book value as at June 30, 2006 ..........cccceeeueeeiieeeennnns 13,843 140,279 - 48,903 20,329 63,319 6,797 293,470
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10.

(All amounts in thousands, except as otherwise stated)

Telecommunication licenses / permits

Prior to the completion of the legal merger of the Company with its operating subsidiaries on December 31, 2003 its
subsidiaries held fixed term permits for the operation of local telecommunication networks on a non-exclusive basis in specified
areas throughout Poland. Those permits were obtained through their conversion from telecommunication licenses issued under
the regulations of the previous Telecommunication Act. The conversion took place by virtue of the 2001 Act on January 1, 2001.
Licenses for telecommunications services in Poland were issued for 15-year periods. The remaining amortization periods of the
permits range between 5 and 8 years.

Domestic long distance licenses / permits

In May 2000, one of the operating subsidiaries currently legally merged into Netia, was granted a domestic long distance
license. The license, currently converted into a permit, covers the entire territory of Poland and enables the Company to provide
inter-city telecommunication services. The remaining amortization period of the permit is 8 years.

Data communications and internet licenses / permits

In April 1999, one of the operating subsidiaries currently merged into Netia, obtained a data communications license
covering the entire territory of Poland. This license was fully impaired in 2003.

WiMAX licenses
On October 27, 2005 the Company’s subsidiaries, Netia WiMax S.A. (merged with Netia in July 2006) and Netia WiMax ||
S.A. (currently Netia WiMax), received the reservation of the 3.6-3.8 GHz frequencies, which are to be used to provide

telecommunication services based on the WiMAX technology. The license covers the entire territory of Poland and is valid for 15
years. The remaining amortization period of the permit is 13 years.

Investments in associates
As of December 31, 2006, the Netia Group had a 30% interest in P4, which was announced as the winner of the mobile
telephony UMTS frequency tender in May 2005. On May 24, 2007, upon the accession of a new shareholder, the Netia Group

interest in P4 decreased to 23.4% (see Note 41).

P4 controls the following wholly owned subsidiaries: 3G Network Services Sp. z 0.0., Germanos Polska Sp. z o.0.,
Telecommunication Center Mobile Sp z 0.0. and Mobile Phone Telecom Sp. z 0.0.

The following table summarizes financial information of the associate:

December 31, June 30,
2006 2007
(PLN) (PLN)
AASSEES ..t ne e e r e enes 567,652 1,040,351
LIGDIIHIES ...t 131,342 391,029
Six-month Six-month
period ended period ended
June 30, June 30,
2006 2007
(PLN) (PLN)
REVENUE ...ttt - 54,713
LOSS fOr the PEIIOT ...t (25,755) (244,099)
The following table summarizes changes in the investment in the associate:
Six-month Six-month
period ended period ended
June 30, June 30,
2006 2007
(PLN) (PLN)
At the beginning Of the PEHOd .........c.iiiiiii e 105,633 141,394
Investment in the @SSOCIAtE. ...........cooiuiiiee e 27,000 45,000
Dilution gain in associate (see also NOte 5).......cccuuiiiiiiiiiiiiei e - 40,102
Financial guarantee contract (see Note 21)......... - (2,088)
Unrealized profits on transaction with associate.. (8) -
Settlement of hedge transaction .................c....... - (195)
SNAME OF [OSS ..ottt ettt et e e et e e st e e e st e e e etae e e staeeesaseeeeseeeeenbeeesasseeeaeeannes (7,727) (68,612)
At the end Of the PEIIOU........uiiiiiie e e e et e e srae e e nnneens 124,898 155,601
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Following the provisions of P4’s Shareholders’ Agreement (see Note 41), during the six-month period ended June 30, 2007
the Company contributed share capital of PLN 45,000. As a result, the Company is the holder of 11,349 (not in thousands) P4’s
shares constituting 23.4% of the shares in P4’s share capital.

P4 is not listed on any public stock exchange market and therefore there is no published quotation price for the fair value of
this investment.

The distribution of P4’s dividend may occur when certain conditions specified in the facility agreement (described in Note 42)
are met.

Inventories
December 31, June 30,

2006 2007

(PLN) (PLN)
1= 1 (=T = ST 1,053 759
Less provision for impairment charge (865) (342)
LY = (T =T 1= PP URPRORE 188 418
GO0AS fOF FESAIE........c.eiiiiiii s 1,572 2,450
Less provision for impairment Charge ............uooiiiiiiiiei e s (176) (176)
G0o0ds for resale, Net.............ocoiiiiiii s 1,396 2,274
INVENTOTIES, NEL.....viiiiiic 1,584 2,692

During the six-month periods ended June 30, 2007 and 2006 the Netia Group recognized PLN 2,661 and PLN 2,317,
respectively as the cost of inventories included in “cost of sales”. Moreover, the amount of PLN 523 of a previous inventory
provision was utilized during the six-month period ended June 30, 2007.

Trade and other receivables
December 31, June 30,
2006 2007
(PLN) (PLN)
Trade rECEIVADIES ......coiiiiiiieeiie e e e e e e e e e sttt e e e e e s ntaeeaeeeeentaaaeeeannrnes 163,639 140,927
Less provision for impairment of trade receivables...............ccociiiiiiiiiiiii (68,597) (47,093)
Trade receivables, ML ....... ..o e e e e e e s e 95,042 93,834
Trade receivables from the asSOCIAte ............eeeiiiiiiiiiiiiie e 1,658 2,174
VAT and other government reCeivabIles............c.ooi it 12,152 12,007
(O =T g =T eTcV7= o] =SSR 23,311 24,469
Less provision for impairment of other receivables... (608) (680)
Other reCEIVADIES, NEL.........eeiiiiiieeeee et e e e et e e e e et aaeee s eenanes 22,703 23,789
[ = o RS TRRPRSROO 13,421 13,242
Accrued interest * 51,267 53,875
Less provision for impairment of loans and accrued interest™ ............ccccoiveiiiiiiiniiiiie e (63,926) (66,470)
LO@INS, NEBL ... . et e e e e ettt e e e e e et e e e e e e e aa——eeaeeee e ——eeeeeeeaanbaae e e s annraareans 762 647
132,317 132,451

Of which,

[N T4 =Y o PSPPSRSOt 131,833 132,082

[N o] B ot U [ =Y o | SRR R 484 369

* Loans include a short term loan of PLN 11,500 granted to Millennium Communications S.A. (described in Note 42). As at
June 30, 2007 and December 31, 2006 an interest accrued on that loan amounted to PLN 53,791 and PLN 51,214, respectively.
The loan and accrued interest were fully provided for.

The carrying amount of non-current receivables approximates their fair value.
The provision for impairment of the Netia Group’s receivables recognized during the six-month periods ended June 30, 2007

and 2006 amounted to PLN 1,185 and PLN 6,621, respectively and was included in “selling and distribution costs” in the
consolidated income statement.
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Non-current assets classified as held for sale
Six-month Six-month
period ended period ended
June 30, June 30,
2006 2007
(PLN) (PLN)
At the beginning of the Period ..o - 2,329
Net book value of reclassified [aNd .............ccooieeiiiii e 984 752
Net book value of reclassified bUIldiNgS ..........c.ooeiiiiiii e 2,318 -
Impairment charge (buildings) (973) -
Disposal of reclassified 1aNd ...........ooeiiiiiii s - (752)
At the end Of the PEIIOA......c..eiiieiiie e e e e e e et e e e entaeeesneeeeensaesnseeeans 2,329 2,329

Due to the Management decision relating to the disposal of certain non-current assets (land and buildings), as at March 31,
2007 and 2006, the Netia Group reclassified those assets to non-current assets held for sale.

An active program to locate potential buyers was initiated in the first quarter of 2006 and in most cases the interested parties
have been found and negotiations are being finalized.

Derivative financial instruments
December 31, June 30,
2006 2007
(PLN) (PLN)
Forward currency contracts (cash flow hedges) - asset ..........cccocoiiiiiiiiiiiiie 600 -
Forward currency contracts (cash flow hedges) - liability ............cccccoeiiiiiiiniic e - 567
600 567

In December 2006 the Netia Group entered into several forward currency contracts designated as hedges of expected future
contributions to P4’s capital (see Note 41). Following changes in the Shareholders Agreement and the decrease of the
committed amount of future contributions to P4’s capital, in the six-month period ended June 30, 2007, the Company closed
some of the opened positions of the forward currency contracts and the hedged amount was decreased accordingly. The hedged
highly probable forecast transactions denominated in foreign currency are expected to occur at various dates in 2007. The
notional principal amount of the outstanding forward currency contracts at June 30, 2007 and December 31, 2006 was
EUR 13,175 and EUR 22,700, respectively.

As at June 30, 2007, the outstanding cash flow hedges were assessed to be effective and an unrealised loss of PLN 584,
net of tax, was included in hedging reserve in equity.

The maximum exposure to credit risk at the reporting date is the fair value of the derivative assets in the balance sheet.

Financial assets at fair value through profit and loss
December 31, June 30,
2006 2007
(PLN) (PLN)
Financial assets at fair value through profit and [0SS ...........c.coooiiiiiiiiiiiir e 14,757 -
14,757 -

The above financial assets were classified as at fair value through profit or loss on initial recognition and were disposed
during the six-month period ended June 30, 2007.

Financial assets designated as at fair value through profit or loss at inception were those that were managed and whose
performance was evaluated on a fair value basis, in accordance with a documented investment strategy of the Netia Group. The
Netia Group’s investment strategy was to invest in money market investment funds, which invested in various short term, low risk
debt instruments.

Changes in fair values of financial assets at fair value through profit and loss were recorded in "Finance income” in the
income statement (Note 34).
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Restricted cash

During the year ended December 31, 2006 the Netia Group established an escrow account in the amount of PLN 3,600 to
secure contractual obligations in favour of another telecommunication operator. The agreement was concluded for an undefined
period of time. Funds deposited on the escrow account were released in February 2007.

Furthermore, to secure the payment obligations arising pursuant to the provisions of the agreement relating to the acquisition
of Pro Futuro (see Note 8), on May 19, 2006 the Company established an escrow account in the amount of PLN 60,967. During
the year 2006, payments of PLN 58,467 in total were made from this account. On April 27, 2007, PLN 1,940 out of the total
amount of the retention (PLN 2,500) was repaid to the Company and the escrow account was closed.

Cash and cash equivalents
December 31, June 30,
2006 2007
(PLN) (PLN)
Cash at bank and iN NanNd .........coooiiiiii e e e e e s e e e e e e s sanraeeaeeeans 143,586 103,954
143,586 103,954

The effective interest rate on short-term bank deposits was 3,83% and 3.78%, respectively for the six-month period ended
June 30, 2007 and the year ended December 31, 2006.

As at June 30, 2007 and December 31, 2006 the amounts of PLN 1,001 and PLN 1,349, respectively were restricted as they
were placed as collateral securing payments to vendors.

In addition, as at June 30, 2007 and December 31, 2006 the amounts of PLN 987 and PLN 397, respectively were excluded
from cash and cash equivalents as they were legally reserved for spending on social purposes.

Cash, cash equivalents and bank overdrafts include the following for the purposes of the consolidated cash flow statement:

December 31, June 30,
2006 2007
(PLN) (PLN)
Cash at bank and in hand .... . 143,586 103,954
22T QoYY =Y o [ - i SRS - (93)
143,586 103,861

Shareholders’ equity
Share capital (not in thousands)

At June 30, 2007, the Company’s share capital consisted of 389,166,839 ordinary shares and of 1,000 series A1 shares with
a par value of PLN 1 per share. Each ordinary share had one vote at shareholders' meetings. The holder of 1,000 series A1
shares had the right to nominate one member of the Supervisory Board. The majority of votes of the Supervisory Board elect the
Management Board. The Company’s share capital has not changed since December 31, 2006.

All shares issued by the Company were fully paid and registered in the National Court Registry by the date of signing these
interim consolidated financial statements.

Number of shares
authorized and issued

(not in thousands) Share capital
(PLN)
At January 1, 2006 ......ccccceeeeeiiiieiiiee e 408,614,873 408,615
Exchange of warrants for series J shares... 7,662,385 7,662
Issuance of series K shares...........c.ccccceu. 1,052,691 1,053
Redemption of shares.......... (28,162,110) (28,162)
At JUNE 30, 2006 ...t 389,167,839 389,168
At JUNE 30, 2007 ..ot 389,167,839 389,168
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According to the information provided to the Company by its shareholders, as at June 30, 2007 the following shareholders
held more than 5% of the votes in the General Shareholders Meeting:

Number of shares

(not in thousands) % of share capital

Novator Telecom Poland Il S.a.r.l. .....ccccoeevviveiiiiiiieees 106,047,505 27.25
Third Avenue Management LLC 71,660,517 18.41
SISU Capital Limited and related entities ...............cccc....c. 39,043,006 10.03
Shares held by public and other shareholders................... 172,416,811 44.31
389,167,839 100.00

Share premium, other supplementary capital and other reserves

The Shareholders’ Meeting held on March 21, 2007, resolved to cover the loss of Netia S.A. in the amount of PLN 279,037,
incurred in 2006, by transfer of: PLN 82,697 from retained earnings being a surplus relating to merger of Netia S.A. with its
subsidiaries, PLN 143,218 from other supplementary capital, PLN 24,960 from share premium and PLN 28,162 from separate
reserve capital. Further changes in other reserves are presented in the table below:

Employee share Separate Hedging
option scheme reserve capital reserve Total
(PLN) (PLN) (PLN) (PLN)
Balance as at January 1, 2006 ...........cccceieneneeienenenieeseseeen 1,758 - - 1,758
Employee share option scheme:

- value of services provided...........cccooevireneiineneiienecenee 355 - - 355

- issuance of series Kshares ...........cccoeeeineicinenccnccce (1,483) - - (1,483)
Appropriation of Netia’s 2005 net profit:

- transfer to reserve capital..........coooeoeiiiiieie e - 2,812 - 2,812
Transfer related to repurchase of series C and E shares............ - (2,812) - (2,812)
Decrease of share capital ............cccoceeveveceeeeie e - 28,162 - 28,162
Balance as at June 30, 2006 ...........ccceeereerienieneeieene e 630 28,162 - 28,792
Balance as at January 1, 2007 .........ccooeienieieeneneneeeseseeeee 996 28,162 486 29,644
Employee share option scheme:

- value of services provided............ccoooeiirieiinencnee e 4,232 - - 4,232
Coverage of Netia’s 2006 10SS.........ccccoveerereeieneineneereneeees - (28,162) - (28,162)
Cash flow hedges:

- fair value I0SSES .......ouiiiiie e - - (935) (935)

- tax on fair value losses...........cccccoueuee. - - 186 186

- transfers to investments in associates............ccoceoeeneniccnne. - - (195) (195)

- tax on transfers to investments in associates..........c...cccc..... - - 37 37

- transfers to consolidated income statement.............cccccccee. - - (38) (38)
Balance as at June 30, 2007 .......cccoeeeeieereneeeeee e 5,228 - (459) 4,769

Distributable reserves

In accordance with the Polish Code of Commercial Companies of 15 September 2000 (Journal of Laws of 2000, No. 94, item
1037 as amended) only those reserves, which relate to net profits of individual companies shown in their statutory financial
statements, are available for distribution to shareholders. Due to Netia S.A.’s loss for the six-month period ended June 30, 2007
of PLN 5,651, the distributable reserve, as at June 30, 2007, amounted to PLN nil.

Stock options (number of options not in thousands)

In the six-month period ended June 30, 2007 the following changes took place in the number of options granted under the
Plan:

Six-month period ended Six-month period ended
June 30, 2006 June 30, 2007
Average strike Average strike

Options price Options price Options
At the beginning of the period ...........ccocviiiiiiiiine 3.06 2,776,650 4.44 1,935,149
Granted ........ccoooevviiiniiniiees - - 6.64 42,075,000
Exercised 2.59 (1,817,188) - -
At the end of the period..........coooiiiiiiiiii e 3.94 959,462 6.54 44,010,149
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As at June 30, 2007 the total number of options approved for issue by the Supervisory Board was 57,346,220 as compared
to 15,271,220 as at December 31, 2006. Out of these approved options 44,010,149 options were outstanding as at June 30,
2007 and 2,206,963 options were outstanding as at December 31, 2006. As at June 30, 2007 and December 31, 2006, the total
number of vested options was 687,648. The vesting period for the options is up to three years from the date of grant. As at
June 30, 2007, the weighted average remaining contractual life of the outstanding options was 5 years. All the outstanding
options are exercisable until December 20, 2012 (exept for 687,648 vested options and 543,628 unvested options, issued prior
to the date when the Supervisory Board extended the period when options may be exercised. That will expire on December 20,
2007). Upon exercise of the options, Netia will issue to each exercising participant the number of shares representing such
participant’s gain resulting from the exercise of the options, representing the difference between the exercise price of the
Company’s shares and strike price of the options. The participant will not be required to pay the strike price ranging from
PLN 3.12 to PLN 8.25.

The Company recognizes the cost of share-based awards to employees (including share options) over the vesting period and
the fair value of options is determined using a binomial pricing model. For the outstanding options, the valuation model takes into
account such factors as strike price (presented above), total expected life of the options (2 - 7 years), time to vest, expected
volatility of the share price returns (21.32% - 47.14%), employee exit rate, exercise multiple (1.5) and the risk free interest rate at
the date of the grant (ranging from 4.13% to 5.93%). The expected volatility is based on historical volatility. The cost of options
recorded in the six-month periods ended June 30, 2007 and 2006 amounted to PLN 4,232 and PLN 355, respectively.

Minority interest
Six-month Six-month
period ended period ended
June 30, June 30,
2006 2007
(PLN) (PLN)
At the beginning Of the PEOA ............ii it e e e naeeenes 6,349 6,902
Share of net profit of SUDSIAIANIES ...........oiiiiiiiie e 307 128
Transactions with minorities (Se€ NOte 8)........cccoiiiiiiiiiii e - (661)
At the end Of the PEIIOU..........iiiiie e et e e e e et e e et e e e s teeesneeennneeeenes 6,656 6,369
Provisions
December 31, June 30,
2006 2007
(PLN) (PLN)
LOSS ON reNntal CONTFACE.......ooiiiiiiei ettt et e et e e ae e e e be e e eeee e ennee s 1,099 866
Claims and tax assessments 3,189 3,489
RESTIUCTUIING ...ttt b ettt ettt et et eaees 508 164
4,796 4,519
(O 7, 1T TR RTRPSRTRUROt
(01T o | SRRt 4,166 4,151
[N (o] R oWy =T o | PRSP 630 368
4,796 4,519
Loss on rental  Claims and tax
contracts assessments Restructuring Total
(PLN) (PLN) (PLN) (PLN)
As at January 1, 2007 .......cccoeeeriieeeiiee e 1,099 3,189 508 4,796
Charged/(Credited) to the income statement.............ccccceeeeee. - 300 (70) 230
Used during the period...........ccoeeiiiiieiiieiesie e (288) - (274) (562)
Discount unwinding (charged to the income statement)........... 55 - - 55
As at June 30, 2007 .........cociiiiiiiiii e 866 3,489 164 4,519

Loss on rental contracts

The provision was created for loss on rental contracts and relates to the excess of office space held in certain locations in
Warsaw, which have been sub-leased at a loss to the Netia Group. The loss on rental contracts is calculated as discounted
committed rental costs less discounted revenues expected to be received from sub-contractors. The Netia Group expects that
the cash outflows relating to this provision will be incurred through 2009.
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Claims and tax assessments

The amounts represent a provision for a contractual penalty due to delays in the performance of a contract and a provision
for a potential income tax liability. In the opinion of the Management the outcome of the outstanding provisions will not give rise
to any significant losses beyond the amounts provided. The Netia Group is unable to determine the timing of cash outflows
related to the tax liability with reasonable accuracy.

Restructuring

As at June 30, 2007, the provision for restructuring amounted to PLN 164. It was recorded in connection with the
restructuring of headcount of Pro Futuro acquired in July 2006. The provision was created for those committed redundancies
where the employment contract has not been yet terminated. The Netia Group expects that the cash outflows relating to this
provision will be incurred during 2007.

Financial guarantee contract

On October 31, 2006 the Company concluded a number of agreements partially securing the repayment of the credit facility
of EUR 150,000 granted to P4 by China Development Bank (see Note 42). Under the Guarantee and Share Retention
Agreement, Netia provided a guarantee to a maximum amount of EUR 27,000. Due to the accession of a new shareholder to P4,
on May 24, 2007 (see Note 41) the agreement was amended and the guaranteed amount decreased to EUR 21,060. The
guarantee covers the repayment of 23.4% (previously 30%) of the outstanding amounts under one of the tranches of the credit
facility (limited to a total of EUR 75,000) to be applied towards the acquisition of transmitter and core network construction sites,
and the costs of related civil works investments in P4’s UMTS network, increased by interest and costs (with a cap at
EUR 90,000). The amount of guarantee will be reduced gradually as the network assets are put into commercial service.

The guarantee was measured initially at fair value. As the guarantee was issued without a premium, the fair value was
estimated using a probability-adjusted discounted cash flow analysis. The probability of default by P4 (estimated at 30.95%) was
based on default rates amongst companies with a similar credit rating to that, which might be granted to P4, had P4 requested
such a credit rating. The discount rate (of 10%) was based on the estimated risk adjusted cost of capital. The time horizon used
in this analysis is directly related to the planned network build out (with the result that the guarantee is assumed to expire in
2008).

Changes in the value of the financial guarantee contract during the six-month period ended June 30, 20007 are presented
below:

(PLN)
At the beginning Of the PEIOQ ... ..ottt e e e s e e see e e s eaee e e e neeeas 9,405
Derecognition of a part of initially recognized guarantee . (2,088)
Amortization (credited t0 Other INCOME)..........oiiiiiiiii e e e (2,630)
Carrying value at JUNE 30, 2007 .......c.eeieiiiieeeieeeeieee et e e e eeeeesaeeesasaeeesseeeassseeeaaseeeeaseeeaanseeeanseeeeanseeeannseeens 4,687
Fair value of the financial guarantee contract as at June 30, 2007 amounted to PLN 5,247.
Borrowings
December 31, June 30,
2006 2007
(PLN) (PLN)
Non-current
=21 a1 (o T=1 o H OO PP PPPOY - 4,959
- 4,959
Current
BanK OVEIAraft ........ooooiiiiiieiiee e e e e e aeane - 93
Unpaid interest on bank 10an ..........ooooiiiiiiiiie e - 34
- 5,086
Bank loan

On May 15, 2007 the Company entered into a PLN 300,000 credit facility agreement with Rabobank Polska SA (the “Bank”)
as arranger, credit facility agent, security agent and lender (the “Facility”). The Facility is to be repaid by November 15, 2011.
The proceeds from the Facility will be used to finance Netia’s capital expenditures and current operations and may be drawn
down until November 15, 2008. As at June 30, 2007 there was one draw down of PLN 5,000 under this Facility.

The Facility bears interest at a variable interest rate of WIBOR plus a margin dependant on financial ratios. Moreover, the
Company must pay a commitment fee computed at the rate of 0.75% per annum on the undrawn, uncancelled amount of the
Facility commitment. The borrowing is measured at amortized cost using an effective interest rate. As at June 30, 2007 total
transaction costs amounted to PLN 2,482, out of wich PLN 41 releted to the first drawn down and were included in the
calculation of the effective interest rate. In the six-month period ended June 30, 2007 the effective interest rate was 6,06%. The
carrying amount of the borrowings approximates their fair value and the discount rate for the fair value calculation approximates
the effective interest rate.
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The repayment of the Facility is secured by the following: two capped mortgages on the right of perpetual usufruct of the
Company’s real estate at ul. Poleczki 13 in Warsaw, a registered pledge on a set of movables and rights constituting an
organised part of the enterprise of Swiat Internet, registered pledges and financial pledges on the shares of Swiat Internet,
UNI-Net, InterNetia Sp. z 0.0, Netia WiMax, Premium Internet S.A, and assignment as collateral security of Netia’s receivables
under certain agreements. The financial pledges on shares were in place until registration of the registered pledges was
completed. Moreover, the Company’s subsidiaries (Swiat Internet, Netia WiMax, Premium Internet S.A, InterNetia Sp. z 0.0,)
jointly, severally, irrevocably and unconditionally guaranteed punctual performance by the Company of all its obligations under
the Facility up to the maximum amount of PLN 375,000.

Bank overdraft

Following the acquisition of Lanet (see Note 8) the Netia Group acquired an overdraft from Raiffeisen Bank Polska S.A. in
the amount of PLN 93. The loan was repaid in July 2007. The fair value of current borrowings equals their carrying amount, as
the impact of discounting is not significant. The fair value is based on cash flows discounted using a rate based on the borrowing
rate of 1W WIBOR plus 4.5%.

Undrawn borrowing facilities

On November 6, 2006, Netia entered into two one-year financing agreements with Bank Handlowy w Warszawie SA. Netia
has secured an overdraft facility in the amount of PLN 40,000 and a term loan facility of PLN 160,000. On December 29, 2006
the PLN 160,000 loan facility was reduced to PLN 60,000. During the six-month period ended June 30, 2007 the facility
agreements were terminated. There were no drawdowns under these facilities.

.Trade and other payables
December 31, June 30,
2006 2007
(PLN) (PLN)
Trade PAYADIES ... ettt 56,030 33,035
INVESTMENT PAYADIES ... .ottt ettt s ae e 62,128 44,254
Accrued expenses (see Note 24) .... 41,489 51,051
VAT and other taxes..........cccc......... 4,445 16,427
Retirement severance payments 530 530
FINANCE 18aSE PAYMENES......coiuiiiiiiiii ettt ettt b e e e b saaeeee e - 974
Other PAYADIES ...ttt e b e b e et e e ae e e bt e e aeeeabe e teeenbeaaeeanneean 4,419 2,702
169,041 148,973
Of which,
CUITENE. .ttt ettt ekt e et e e e bt e ea bt e teeeabeeabeeaseeenbeeeaeeenseeaneesmseanseeenseeneaannaanns 168,267 147,986
[N g o E [ =Y o | USSR 774 987

Retirement severance payments

The provision for retirement severance payments was calculated by an independent actuary as at December 31, 2006, using
the projected unit credit method. It represents the present value of the future obligation of the Company to make severance
payments on its employee’s retirement, required by the Polish Labour Code. A valuation was performed using a discount rate of
5% and a salary increase rate of 2%. Retirement severance payments will be paid on the Netia Group’s employees’ retirement.

Accrued expenses
December 31, June 30,
2006 2007
(PLN) (PLN)
CONSIIUCHON COSES.....eiuiiiiitie ittt h et e et e et e et eenbeesaeeenteenneenbeenneens 7,636 979
UNINVOICEA SEIVICES ...ttt ettt ettt ettt e e e e eteeenbe e saeeenteeeseeenbeeaseeanseesneenneenns 14,263 22,833
1] CCYgetoTaT g =To: (foTa Mo g F= 4o 1= RSSO 942 12,183
Holidays accrual..........ccoocveeiiiiiiiiiiieeccs 4,003 5,153
Employees bonuses and accrued salaries .... 10,309 7,725
Unpaid interest on bank loan .................... - 34
[ (=Y OSSPSR 4,336 2,144
41,489 51,051
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25. Corporate income tax

Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Current iNCOME taX.......cocvreiiiiiieicccc e (109) (188) (80) (185)
Deferred income tax benefit / (charge), net ... 1,097 (1,906) (848) 195
Income tax benefit / (Charge) ..., 988 (2,094) (928) 10

Current income tax

The tax on the Netia Group’s profit before tax differs from the theoretical amount that would arise using the tax rate
applicable to profits of the consolidated companies as follows:

Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Loss before tax..........ccooiiiiiiiiiic e (13,652) (21,208) (50,082) (88,822)
Tax calculated at tax rates applicable to profit...................... 2,594 4,030 9,515 16,876
Income not subject 10 taX.........cccviiiiiiiiie s 3,969 10,583 1,642 11,832
Expenses not deductible for tax purposes..............c..cc.e.... (6,909) (17,321) (4,066) (17,376)
Expenses deductible for tax purposes in previous periods... - (739) - -
Deductible temporary differences arising during the year
for each no deferred tax asset were recognized ............... - - (2,858) (13,178)
Tax effect on in-kind contribution of telecommunication
INFrastruCtUre ........ooeiiiii e - - - 77,429
Utilization of previously unrecognized tax losses ................. 2,472 5,233 (743) 832
Tax losses for which no deferred income tax asset was
FECOGNIZEM ...ttt ettt (2,017) (3,420) (4,418) (76,405)
Reassessment of tax bases of assets and liabilities............. 879 (460) - -
Income tax benefit / (charge) ..o 988 (2,094) (928) 10

The corporate income tax rate applicable to the Company and its subsidiaries for 2006 and onwards is 19%.

The main titles of income not subject to tax and expenses not deductible for tax purposes are share of losses of an
associate, foreign exchange differences related to sales of currency, reserve for option plan.

Deferred income tax

The deferred income tax calculation is based upon the probability that future taxable profit will be available against which
temporary differences, the unused tax losses and unused tax credits can be utilized. That calculation is based upon
Management's estimates, which contain a considerable amount of uncertainty and the actual outcome may differ. These
estimates may be altered to reflect changes in the economic, technological and competitive environment in which the Netia
Group operates.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The offset amounts are as
follows:

December 31, June 30,
2006 2007
(PLN) (PLN)
Deferred income tax assets:
- Deferred income tax assets to be recovered after more than 12 months............cccccccoenen 6,606 2,163
- Deferred income tax assets to be recovered within 12 months...........ccccoeeiiiiiiiei e, 10,716 8,178
17,322 10,341

Deferred income tax liabilities:
- Deferred income tax liabilities to be recovered after more than 12 months ..............ccocee 2,637 3,162

- Deferred income tax liabilities to be recovered within 12 months 10,810 4,260

13,447 7,422

Deferred iNCOME taX ASSELS, NET .....oiiii it e e e e e e e e st n e e e e e eaens 3,875 2,919
out of which:

Deferred iNCOME taX @SSELS ........cciuiiiiiiie e e e 4,865 4,285

Deferred income tax liabilities ... (990) (1,366)
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At June 30, 2007 the deferred income tax liabilities relate to timing differences recognized on tax and accounting value of
customer relationships in KOM-Net, Lanet and Magma.

The movement in deferred income tax assets and liabilities during the period, without taking into consideration the offsetting

of balances, is as follows:

Current period:

Interest income

and foreign Depreciation
Deferred exchange and Other
Deferred income tax liabilities revenue differences impairment receivables Other Total
(PLN) (PLN) (PLN) (PLN) (PLN) (PLN)
As at January 1, 2007........cccceveveeneirceeennnn. 5,889 127 3,536 3,781 114 13,447
- Charged / (credited) to the income
statement........ccociiii (2,818) (95) (777) (3,781) - (7,471)
- Deferred income tax on acquisition ....... - - 1,560 - - 1,560
- Credited / (charged) to the equity .......... - - - - (114) (114)
As at June 30, 2007.......ccevviieeeiiiieenieeenne 3,071 32 4,319 - - 7,422
Depreciation Impairment
and provisions for Accrued
Deferred income tax assets impairment receivables Tax losses expenses Other Total
(PLN) (PLN) (PLN) (PLN) (PLN) (PLN)
As at January 1, 2007........ccccevcveeneircenenene. 3,059 4,707 4,109 4,482 965 17,322
- Credited / (charged) to the income
statement........ccooiii 2,959 (4,525) (832) (3,907) (971) (7,276)
- Deferred income tax on acquisition ....... - - - - 187 187
- Charged / (credited) to the equity .......... - - - - 108 108
As at June 30, 2007.......cceeviiieeiiiieeieene 6,018 182 3,277 575 289 10,341
Comparative period:
Interest income
and foreign Depreciation
Deferred exchange and
Deferred income tax liabilities revenue differences impairment Other Total
(PLN) (PLN) (PLN) (PLN) (PLN)
As at January 1, 2006 .........ccoccoeeieiieneiiieeene 15,472 2,439 7,324 134 25,369
- Charged / (credited) to the income
statement........oooeiiiii, (3,679) (689) (2,181) - (6,549)
As at June 30, 2006 .........cccceeiiiiiiniiiee e 11,793 1,750 5,143 134 18,820
Depreciation Impairment
and provisions for Accrued
Deferred income tax assets impairment receivables Tax losses expenses Other Total
(PLN) (PLN) (PLN) (PLN) (PLN) (PLN)
As at January 1, 2006 ..........ccccoeeerireeerineennne 14,323 7,576 11,011 6,036 605 39,551
- Credited / (charged) to the income
statement.........cooii, (3,030) (2,484) (4,566) 1,568 57 (8,455)
As at June 30, 2006 .........cccceeiiiieniireeeee 11,293 5,092 6,445 7,604 662 31,096

The deferred income tax charged to equity in an amount of PLN 1,151 regards movements in hedging reserve and deferred
income tax resulted from acquisition of KOM-Net, Lanet and Magma.

Deferred income tax assets are recognized for deductible temporary differences and tax loss carry-forwards to the extent
that the realization of the related tax benefit through the future taxable profits is probable. As of June 30, 2007, the Netia Group
had total deductible temporary differences of PLN 322,461 and unutilised tax loss carry-forwards of PLN 594,413 (total potential

deferred income tax asset of PLN 174,207).

The Netia Group did not recognize deferred income tax assets of PLN 109,662 relating to tax losses of PLN 577,166 of Netia
and the Company’s subsidiaries, due to the likelihood of insufficient future taxable profits to realize these tax losses. These
unrecognized tax losses of the Netia Group available for use as at December 31, 2006 will expire in the following years:
PLN 60,258 in 2007, PLN 38,402 in 2008, PLN 36,563 in 2009, PLN 35,024 in 2010, PLN 205,887 in 2011, and PLN 201,032 in

2012.
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Furthermore, due to the lack of conclusive evidence of future taxable profits, the Netia Group did not recognize deferred
income tax assets of PLN 61,626, relating to deductible temporary differences of PLN 324,345 as follow:

Timing Deferred

differences income tax

asset

(PLN) (PLN)
Depreciation and impairment ............ccccoviniiininnienccn. 192,367 36,550
Accrued expenses..........ccceeeune. 45,973 8,735
Investmentin P4............cooooieiiiiieneie, 55,131 10,475
Impairment provisions for receivables.... 18,700 3,553
Deferred revenue ..........cccccccevevcveeninnnnnne 9,332 1,773
PrOVISIONS .....viiiiieii e 1,516 288
(01 1= TSR 1,326 252
324,345 61,626

The Polish tax system has restrictive provisions for grouping of tax losses for multiple legal entities under common control,
such as those of the Netia Group. Thus, each of the Company’s subsidiaries may only utilize its own tax losses to offset taxable
income in subsequent years. Losses are not indexed to inflation. Tax losses are permitted to be utilized over five years with a
50% utilization restriction per annum.

. Telecommunication revenue

Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Direct VOICE SEIVICES .......uvvveieeeeieieieee e 102,230 211,257 92,652 190,163
MONthly fEES......eiiiiiiiiiie e 33,864 69,334 31,020 61,934
Calling charges . 68,366 141,923 61,632 128,229
Local calls.......ocoeeiiiieeiiiieens 20,129 42,566 16,257 34,949
Domestic long distance calls ...... 12,150 26,116 9,631 20,819
International long distance calls...........cccccceevieveiiceeecinnenns 6,920 14,164 7,287 14,082
FiXed-to-mobile .........c..oooiiiiii e 25,999 52,233 25,333 51,071
3,168 6,844 3,124 7,308
INAIrECE VOICE .....eeiieiie e 11,943 25,809 13,280 26,872
[ | - TSSO 36,151 71,350 58,159 109,509
Interconnection revenue.... 9,257 20,116 4,691 9,622
Wholesale services.............. 35,098 76,088 29,137 58,454
Intelligent network services............cccoceeueee 3,524 7,781 3,652 7,432
Other telecommunication service revenue................ccccccoooee.... 1,725 3,587 2,024 4,031
Telecommunication ServiCes revenue .........ccccceeeeveeesveeens 199,928 415,988 203,595 406,083
Sales Of GOOAS ......eiiiiiiiie e 1,175 1,196 30 128
Telecommunication reVeNUE .........ccceeeeeeeiieeeiiee e 201,103 417,184 203,625 406,211
.Cost of sales
Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Interconnection charges............cocovieeniiiiicnc e (49,124) (105,243) (38,531) (77,871)
Network maintenance ....... (19,158) (36,278) (39,996) (77,471)
Cost of goods sold ...... (1,589) (2,317) (947) (2,661)
Depreciation of fixed assets........... (52,416) (102,091) (56,548) (112,082)
Amortization of intangible assets ..........cc.ccooiniiiiiniin (6,549) (12,758) (5,779) (11,507)
Salaries and benefits ... (5,424) (12,700) (2,153) (4,830)
Other COSES ...t (15,603) (31,060) (10,031) (22,604)
(149,863) (302,447) (153,985) (309,026)
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28. Selling and distribution costs

Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Advertising and promotion ............coceereeriiienienicie e (10,775) (14,462) (8,927) (12,446)
MailiNg SEIVICES. ......eiiiiiiiiiiieeiie e (1,423) (2,833) (2,054) (4,468)
Information technology services .... (1,010) (2,710) (1,299) (2,446)
Other SEIVICES ...ttt (5,645) (10,395) (7,216) (16,195)
Provision for impaired receivables ..............ccooviiiiniiiiieinncnne. (4,691) (6,621) (1,169) (1,185)
Depreciation of fixed assets.............. (1,066) (1,713) (1,177) (2,379)
Amortization of intangible assets ... (4,608) (9,025) (4,445) (8,776)
Salaries and benefits ..................... (13,375) (24,398) (16,434) (32,169)
Other COSES....cuuiiiiiiii e (424) (780) (858) (1,472)
(43,017) (72,937) (43,579) (81,536)
29. General and administration costs
Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Professional ServiCes ..o iiiiiiiiiiiiee e (3,006) (5,479) (2,860) (5,847)
Information technology services .... (2,333) (4,823) (1,831) (3,608)
Office and car maintenance . (1,836) (3,790) (2,263) (4,052)
InsSurance ..........cccoeeeeeieenienn. (958) (1,976) (361) (1,365)
Other SEIVICES ...t (2,341) (5,472) (3,720) (6,610)
Depreciation of fixed @ssets...........ccoouvriiiniiiiiniccc (1,845) (3,886) (1,095) (2,372)
Amortization of intangible assets ... (1,453) (3,066) (1,441) (2,888)
Salaries and benefits ... (14,712) (30,094) (19,292) (38,992)
Other COSES ...t (3,506) (6,467) (3,036) (5,463)
(31,990) (65,053) (35,899) (71,197)
30. Salaries and benefits
Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Wages and Salaries. ........ccouiiiiiiiiiiee e (28,115) (56,076) (29,708) (60,508)
Social SECUTitY COSES.......oiuiiiiiiiiiiii e (3,215) (5,929) (2,458) (6,402)
Defined contribution plan (the State Plan) .... (2,012) (4,832) (2,392) (4,849)
Share-based compensation ............ccccceeueeee. (169) (355) (3,321) (4,232)
(33,511) (67,192) (37,879) (75,991)

The Netia Group is legally required to make contributions to the Government’s retirement benefit scheme. During the six-
month period ended June 30, 2007 and June 30, 2006 the Group paid contributions at a rate of 9.76% of gross salaries up to
certain limits. The Netia Group is not required to make any contributions in excess of this statutory rate.
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Other income
Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Sale of services to associate.........ccceeviueeeiiiieeiee e 747 929 651 1,212
Reversal of accrued other income on sale of services to
associate (see Note 40)........ccccueriieiiiiiie e - (303) - -
Settlement of interconnection related disputes (see Note 6) ... - - 15,100 24,239
Financial guarantee...........cccceveriieeiiiie e - - 1,832 2,630
Reversal of impairment charges ............cccoceviiiieiieiieciece, 61 390 - -
Other operating iINCOME.........ccocuiiiiiiiiiieeee e 587 1,520 983 1,532
1,395 2,536 18,566 29,613
Other expenses
Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Impairment charges for specific individual assets.................... 46 (5,687) - -
Professional fees...........coooiiiiiiiiiiiniiiee e - (3,890) - -
The tax on civil law transactions (see Note 6) - - - (4,764)
46 (9,577) - (4,764)
Other gains / (losses), net
Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Gain on sale of subsidiaries...........cccceiieiriiiiiiiiece e - 20 - -
Decrease of purchase consideration .............ccccoooiiiiienenieen. - - - 1,940
Gain on sale of impaired receivables............cccccceeiiiineiieenns 169 845 - 1,108
Reassessment of the carrying value of license fee liabilities ... 10,437 10,437 - -
Gain on sale of fixed assets.............. 1,781 2,205 1,291 1,234
Net foreign exchange gains / (losses (1,871) (3,165) (223) (503)
10,516 10,342 1,068 3,779
Finance income and finance costs
Finance income
Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
INtErest INCOME.........oiiiiie e 1,811 3,829 1,209 2,663
Gain / (loss) on fair value adjustment of financial assets......... 465 1,135 - 21
Net foreign exchange gains / (I0SS€S).........ccocvevieviiiiecnncenen. 48 437 (15) 288
Ineffectiveness of cash flow hedges ...........cccoceviiiiiiiiiienne. - - - 38
2,324 5,401 1,194 3,010
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Finance costs

Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
INtErest EXPENSE......coiiiiiiiiie et (1,835) (3,548) (28) (56)
Other fiNnance COSES ......oiiiiiiiiiiii e - - (5) (5)
(1,835) (3,548) (33) (61)

.Net foreign exchange gains / (losses)

The exchange differences credited / (charged) to the consolidated income statement are included as follows:

Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Other gains / (I0SSES), Net......cuiiiiiiiieiiie e (1,871) (3,165) (223) (503)
FiNance iNCOME.........ccoiiiiiiiiicc e 48 437 (15) 288
(1,823) (2,728) (253) (215)

.Earnings per share
Basic

Basic earnings per share have been calculated based on the net profit attributable to the equity holders of the Company for
each period divided by the weighted average number of shares in issue during the year. The weighted average number of
ordinary shares in issue excludes the weighted average number of treasury shares and own shares repurchased within the
share and subscription warrant buy-back program completed in 2005, as presented below:

Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Weighted average number of treasury shares
(not in thouSANS) ......eoiviiiiiiiiree e 97,850 282,224 - -
Weighted average number of own shares repurchased
within the program (not in thousands) ...........cccccoviriieninnn. 5,782,151 16,677,278 - -
Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Loss attributable to the equity holders of the Company............ (12,828) (23,609) (51,085) (88,940)
Weighted average number of ordinary shares in issue
(Not in thouSANAS) .....ocviieiiiiiiccre e 388,313,746 386,429,110 389,167,839 389,167,839
Basic earnings per share (not in thousands) ............ccccceeueee. (0.03) (0.06) (0.13) (0.23)
Diluted

Diluted earnings per share for loss attributable to the equity holders of the Company is calculated adjusting the weighted
average number of ordinary shares outstanding to assume conversion of all potentially dilutive ordinary shares. The Company
had two categories of potentially dilutive ordinary shares: warrants (which expired in April 2006 and which upon their exercise
triggered the issue of the series J shares) and the employees’ share options (which upon their exercise trigger the issue of the
series K shares). For the share options and warrants a calculation was done to determine the number of shares that could have
been acquired at fair value (determined as the average market share price of the Company’s shares) based on the monetary
value of the subscription rights attached to the outstanding share options and warrants. The number of shares calculated as
above was compared with the number of shares that would had been issued assuming the exercise of the share options and
warrants.
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Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Loss attributable to the equity holders of the Company........... (12,828) (23,609) (51,085) (88,940)
Weighted average number of ordinary shares in issue
(Not in thoUSANAS) ....eeiviieieiieiee e 388,313,746 386,429,110 389,167,839 389,167,839
Adjustments for:
- Share OptioNS.......ccoiiiiiii e 171,952 493,353 109,455 109,667
SWAAITANES ... 577,610 1,555,534 - -
Weighted average number of ordinary shares for diluted
earnings per share (not in thousands) ..........cccccoeccieiieeens 389,063,308 388,477,997 389,277,294 389,277,506
Diluted earnings per share (not in thousands)..............cccee.... (0.03) (0.06) (0.13) (0.23)
Dividends per share

The Company’s Shareholder's Meeting held on March 29, 2006, approved a dividend of PLN 0.13 (not in thousands) per
share to be paid out of the net profit of Netia S.A. for the year ended December 31, 2005. Due to that resolution, PLN 50,323 of
dividend was paid on May 16, 2006 to shareholders of record as at April 20, 2006.

No dividend has been proposed or paid in respect to the financial year ended December 31, 2006.

.Supplemental disclosures to consolidated cash flow statement
Changes in working capital components:
Six-month Six-month
period ended period ended
June 30, June 30,
2006 2007
(PLN) (PLN)
Trade reCEIVADIES. .....ccouiiieeeie et e e 51,447 911)
Tax receivabIes ... (3,432) 177
Other receivables.... (1,549) 1,003
Inventories............... 531 (794)
Prepaid expenses (21,197) (3,371)
RESHCEA CASI ... (3,600) 6,100
Trade CreditOrS .......ooiiiiiii e s st (34,599) (27,885)
Provisions, accruals and other payables .... 18,392 25,652
Deferred INCOME...........coo e 9,291 1,629
15,284 (406)
Supplemental disclosures to operating activities:
Six-month Six-month
period ended period ended
June 30, June 30,
2006 2007
(PLN) (PLN)
[[aTete] g g 1=3 F= G o = o RPN 139 193
INTEIrESt FECEIVEA. ...t (3,473) (3,733)

Changes in the Management Board and Supervisory Board
Changes in the Management Board

Effective February 15, 2007 Mr. Mirostaw Godlewski was appointed as Netia’s President of the Management Board and
Chief Executive Officer.

Effective March 20, 2007 Mr. Pawet Kartowski, Member of the Management Board, resigned from his position.
Effective March 20, 2007 Mr. Paul Kearney, Member of the Management Board, resigned from his position.

Effective April 1, 2007 Mr. Bertrand Le Guern was appointed as a Member of the Management Board and Chief Operations
Officer.
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Changes in the Supervisory Board

Effective March 21, 2007 Ms. Alicja Kornasiewicz, Chairman of the Company’s Supervisory Board, resigned from the
position of Member and Chairman of the Company’s Supervisory Board.

On March 21, 2007, the Company’s Shareholder's Meeting appointed Mr. Wojciech Sobieraj to Netia's Supervisory Board.

Effective April 30, 2007 Mr. Andrzej Radziminski resigned from the position of Member of the Company’s Supervisory Board.
In parallel, exercising his right to appoint one member of Netia’s Supervisory Board that results from the ownership of 1,000 (not
in thousands) preferred registered series A1 shares of the Company, Mr. Andrzej Radziminski appointed Mr. Tadeusz
Radziminski as Netia’s Supervisory Board member, effective April 30, 2007.
Appointment of Chairperson of Netia's Supervisory Board

On April 13, 2007 the Company’s Supervisory Board appointed Mr. Wojciech Sobieraj as the Chairman of the Supervisory
Board and Mr. Constantine Gonticas as the Deputy Chairman of the Supervisory Board.
Related party transactions
Options granted to members of the Management Board (not in thousands)

As at June 30, 2007, the total number of options granted to members of the Company's Management Board under the Plan,
was 34,087,256 of which 271,814 had vested as of that date. Strike prices for the options granted to the Management Board
range between PLN 4.44 to 8.25 per share. The market price of the Company’s shares at June 30, 2007 was PLN 4.45 per

share.

The movements in the number of options held by Members of the Company's Management Board are presented below:

Six-month Six-month
period ended period ended

June 30, June 30,
Options 2006 2007
At the beginning Of the PEriod ............ooi i 1,812,094 1,721,489
(€= 1 (Yo IR - 33,000,000
Status changed due to resignation from Management Board..............ccccceviiiniiiiininiienees - (634,233)
EXEICISEA ...ttt ettt b e b et he e et e e bt e b e e be e et e enee e e ennes (906,047) -
At the end Of the PEIIOA.........eiiiiie ettt e et eenneas 906,047 34,087,256

As at December 31, 2006 Mr. Paul Kearney and Mr. Pawet Kartowski — the former members of the Company’s Management
Board (see Note 39) — held 362,419 and 271,814 options, respectively. Due to their resignations from their positions, these
options are no longer treated as options held by members of the Management Board.

As at December 31, 2006 and June 30, 2007 Mr. Piotr Czapski — a member of the Company’s Management Board — held
543,628 and 5,543,628 options, respectively.

As at December 31, 2006 and June 30, 2007 Mr. Jonathan Eastick — a member of the Company’s Management Board —
held 543,628 and 9,543,628 options, respectively.

As at June 30, 2007 Mr. Mirostaw Godlewski — the Company’s President of the Management Board (see Note 39) — held
10,000,000 options.

As at June 30, 2007 Mr. Bertrand Le Guern — a member of the Company’s Management Board (see Note 39) — held
5,000,000 options.

As at June 30, 2007 Mr. Tom Ruhan — a member of the Company’s Management Board— held 4,000,000 options.
Members of the Supervisory Board did not hold any options as at June 30, 2007 and December 31, 2006.
Number of shares held by members of the Management Board (not in thousands)

As at June 30, 2007 Mr. Tom Ruhan — a member of the Company’s Management Board — held 253,593 series K shares of
the Company. The number of shares held has not changed since December 31, 2006.

Number of shares held by members of the Supervisory Board (not in thousands)
As at December 31, 2006, Mr. Andrzej Radziminski — the former member of the Company’s Supervisory Board — held 10,000
ordinary shares and 1,000 series A1 shares. Due to his resignation from his position, these shares are no longer treated as

shares held by members of the Supervisory Board.

As at June 30, 2007, Mr. Raimondo Eggink — a member of the Company’s Supervisory Board— held 20,000 shares of the
Company. The number of shares held has not changed since December 31, 2006.
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As at June 30, 2007, Mr. Constantine Gonticas — a member of the Company’s Supervisory Board — held 43,000 shares of
the Company. The number of shares held has not changed since December 31, 2006.

As at June 30, 2007, Mr. Tadeusz Radzimifnski — a member of the Company’s Supervisory Board (see Note 39) — held 2,000
shares of the Company.

Management Board remuneration

Compensation and related costs associated with members of the Company’s Management Board during the six-month
periods ended June 30, 2007 and June 30, 2006 amounted to PLN 3,334 and PLN 3,746, respectively. In addition, the cost of
share-based payments in the amounts of PLN 4,120 and PLN 342 was recognized in the respective periods. In addition,
termination benefits for the former members of the Management Board of PLN 1,116 were recognized as a cost in the six-month
period ended June 30, 2007.

Compensation and related costs associated with members of the Management Boards of the Company’s subsidiaries during
the six-month periods ended June 30, 2007 and June 30, 2006 amounted to PLN 177 and PLN 154, respectively. These
amounts were paid to certain employees of the Netia Group who are not past or present members of the Management Board of
Netia S.A.

Supervisory Board remuneration

Compensation and related costs associated with members of the Company’s Supervisory Board during the six-month
periods ended June 30, 2007 and June 30, 2006 amounted to PLN 287 and PLN 184, respectively. Furthermore, the
compensation and related costs for the former members of the Supervisory Board of PLN 44 were recognized as a cost in the
six-month period ended June 30, 2006.

Transactions with former members of the Supervisory Board and Management Board of the Company’s subsidiary

Former members of the Supervisory Board and Management Board of one of the Company’s subsidiaries were related
parties to Zachodni — Inwestycje Telekomunikacyjne Sp. z o0.0. (“ZIT”), a company, which rendered managerial services for
Premium Internet S.A. and was acquired by the Netia Group in June 2006. The amount due for those managerial services
equalled the purchase price of ZIT’s shares. In accordance with the terms of the transaction, the purchase price of the above
shares was ultimately set at PLN 15,541, based on the value of ZIT’s net assets as at 2006 year-end. An advance payment of
PLN 5,324 was made in 2006 and the remaining PLN 10,217 was paid in January 2007.

Transactions with the associate

The following transactions were carried out with P4 Group (see also Note 10, 41 and 42):

Three-month Six-month Three-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2006 2006 2007 2007
(PLN) (PLN) (PLN) (PLN)
Sale Of SEIVICES ....ccuviiiiiiiieie e 747 929 652 1,212
Reversal of accrued other income on sale of services*..... - (303) - -
Other sales transactions.............ccccccvvvevveeveiiiiiiiiiiieeeeeee, 209 272 2,145 2,821
956 898 2,797 4,033
December 31, June 30,
2006 2007
(PLN) (PLN)
Trade rE€CEIVADIES .......ooiiiiiee e e e e et e e e e e et e e e e e nnnnes 1,658 2,174
1,658 2,174

* Reversal of accrued other income on sale of services resulted from the adjustment of estimated prices for services provided
to P4 during 2005 to contractual prices negotiated with P4 during the year ended December 31, 2006, but also applicable
retrospectively to 2005.

41. Commitments
Capital commitments
Capital expenditures contracted for at the balance sheet date but not recognized in the consolidated financial statements

amounted to PLN 61,011 as at June 30, 2007 and PLN 27,317 as at December 31, 2006 of which, PLN 6,461 and PLN 1,945,
respectively, related to the planned acquisition of intangible assets.
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Operating lease commitments — where the Netia Group is the lessee

As at June 30, 2007 and December 31, 2006 the future minimum payments payable under non-cancellable operating leases
were as follows:

December 31, June 30,
2006 2007
(PLN) (PLN)
LT 1= Y o (=T T Y= SRS 34,348 45,403
Later than 1 year and not later than 5 years... . 41,275 43,127
Later than 5 YEAIS.......oo it 37,636 41,359
113,259 129,889

Operating lease arrangements mainly relate to the rental of buildings, land, network and vehicles. The periods of
administrative building and land rentals do not exceed 30 years, network rentals range up to 20 years and vehicles are leased for
almost 4 years. Rental costs recognized in the income statement for the six-month period ended June 30, 2007 and the year
ended December 31, 2006 amounted to PLN 48,644 and PLN 68,069, respectively. These rental costs are partially offset by
income from sub-contractors (see also Note 20) in the amounts of PLN 557 and PLN 3,105, respectively.

Operating lease commitments — where the Netia Group is the lessor

The future minimum lease payments receivable under non-cancellable operating leases are as follows:

December 31, June 30,
2006 2007
(PLN) (PLN)
NOt IAtEr thAN T YEAI ...ttt st e e e e e eaes 16,149 20,545
Later than 1 year and not later than 5 years..........cccoooiiiiiii e 26,730 22,217
Later than 5 YEAIS.......oo it 9,208 5,604
52,087 48,366

The Netia Group has entered into several commercial leases on certain parts of the fixed telecommunications network. The
periods of network rentals range up to 20 years. The relevant rents recognized in the income statement for the six-month period
ended June 30, 2007 and the year ended December 31, 2006 amounted to PLN 10,447 and PLN 20,793, respectively. The
operating lease agreements do not relate to specific separate assets.

Finance lease commitments
Due to the acquisition of Lanet and KOM-Net on June 6, 2007 (see Note 8), the Netia Group has finance leases for certain

telecommunication equipment as well as for some vehicles. As at June 30, 2007 and December 31, 2006 future minimum lease
payments under finance leases together with the present value of net minimum lease payments were as follows:

December 31, June 30,

2006 2007

(PLN) (PLN)
NOt [ATEr tNAN T YA ... - 741
Later than 1 year and not later than 5 years - 233
Later than 5 YEAIS ... ..ottt st e a e naee e e - -
Total minimum lease payments - 974
Less amount representing fin@nce Charges............ccooiiiiiieiieiiiiiic e - (72)
Present value of minimum lease payments - 902

P4 related commitments (not in thousands)

In 2005 P4 - previously the Company’s subsidiary, was announced a winner of the mobile telephony UMTS frequency tender.
On August 23, 2005 Shareholders’ Agreement (“Shareholders Agreement”) was concluded by the following entities: the
Company, Netia Mobile Sp. z o0.0. (“Netia Mobile”), P4, Novator One L.P., Novator and Novator Poland Pledge Sp. z 0.0. Netia
Mobile is a 100% subsidiary of the Company, and Novator is a 100% subsidiary of Novator One L.P.

As a result of that Agreement, Novator was the holder of 24,010 of P4’s shares (“Shares”) constituting 70% of the Shares in
P4’s share capital and Netia Mobile was the holder of 10,290 Shares constituting 30% of the Shares in P4’s share capital.

On January 31, 2007 the Company concluded an investment agreement (the “Investment Agreement”), which provided for
the accession of a new shareholder, Tollerton Investments Limited (“Tollerton”) to P4. The Investment Agreement further
provided for an amendment of the Shareholders Agreement of P4 dated August 23, 2005 after the transactions contemplated in
the Investment Agreement had been completed.
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On May 24, 2007, Tollerton became a new shareholder of P4, and subscribed for a 22% equity stake in the increased share
capital of P4 in exchange for 100% shareholding in the share capital of Germanos Polska Sp. z 0.0., Telecommunication Center
Mobile Sp z 0.0. and Mobile Phone Telecom Sp. z 0.0. (the “Distribution Companies”), which have been contributed to P4 to pay
for the new shares subscribed for by Tollerton.

In result of P4’s share capital increase and after registration of the increase by the court, Netia Mobile holds 11,349 shares
constituting 23.4% of the share capital of P4, and Novator holds shares constituting a total of 54.6% of the share capital.

The following entities are parties to the amended Shareholders Agreement: the Company, Netia Mobile, Novator One L.P.,
Novator, Novator Poland Pledge Sp. z 0.0, Olympia Development S.A., Tollerton (Novator, Netia Mobile and Tollerton jointly
called “Shareholders”), and P4. Tollerton is a wholly-owned subsidiary of Olympia Development S.A.

The Shareholders reiterated their earlier commitments to make contributions to P4, pro rata to their respective changed
shareholdings in P4’s share capital. From EUR 300 million of the aggregate cash contributions committed by the shareholders in
the Shareholders Agreement, the cash contributions made and agreed to be made prior to and in connection with the closing of
the transaction, amounted to EUR 185.8 million, including Netia’s contributions of EUR 52.8 million (out of total committed cash
contributions of EUR 79.5 million); Novator’s contributions of EUR 123.1 million (out of total committed cash contributions of EUR
185.5 million) and Tollerton’s contributions of EUR 9.9 million (out of total committed cash contributions of EUR 35 million);
Tollerton additionally contributed EUR 9 million pursuant to the Investment Agreement. Post closing of the transaction and as at
June 30, 2007, further shareholders’ committed cash contributions amounted to EUR 114.2 million in the aggregate, including
Netia’s committed contribution of EUR 26.7 million; Novator's committed contribution of EUR 62.4 million and Tollerton’s
committed contribution of EUR 25.1 million.

P4’s Supervisory Board (the “Supervisory Board”) shall consist of nine members appointed for a five-year term of office. As
long as Netia Mobile continues to hold: (i) at least 20% of the Shares — Netia Mobile shall be entitled to appoint, suspend and
dismiss two members of the Supervisory Board, and (ii) 10% — 20% of the Shares — Netia Mobile shall be entitled to appoint,
suspend and dismiss one Supervisory Board member, and to appoint the Chairman of the Supervisory Board. The remaining
members of the Supervisory Board shall be appointed by Novator and Tollerton and/or the shareholders’ meeting of P4.

The Management Board of P4 (the “Management Board’) shall be composed of up to six members appointed by the
Supervisory Board in accordance with specific procedures ensuring that both Shareholders have a transparent and equitable
share in the decision-making process. Netia Mobile will retain the right to suspend and dismiss specific Management Board
members if their appointment is inconsistent with the above-mentioned procedures.

No P4 shareholder may transfer its Shares before August 23, 2008 without the consent of the other Shareholders, except for
certain permitted transfers within their respective capital groups. If a change of control event affects any Shareholder, the other
Shareholders will be entitled to purchase the Shares of such affected Shareholder pro rata to their respective shareholdings in
P4.

The amended Shareholders Agreement includes standard procedures governing the sale of the Shares by the Shareholders
following the lock-up period until August 23, 2008. If the Shareholder affected by the change-of-control event wishes to dispose
of its Shares, the other Shareholders will be entitled to require the prospective third-party buyer to purchase their Shares on the
same terms and pro-rata to the Shares sold by such Shareholder. Furthermore, should Novator select to sell its entire
shareholding in P4, it will be entitled to require the other Shareholders to sell all of their shares on the same terms. The
observance of these provisions is secured with contractual penalties of EUR 25,000. The payment of such contractual penalties
does not exclude the rights of the parties to the amended Shareholders Agreement to claim damages in an amount exceeding
the amount of such penalties. Any transfers of the Shares in breach of the Share transferability restrictions will be ineffective vis-
a-vis P4.

The Agreement contains a list of specific matters requiring unanimous approvals from the Shareholders regarding potential
alterations to the share capital structure, issuing securities, disposals and acquisitions of assets, certain business, commercial
and accounting matters, indebtedness levels and dividend payouts. If, at any time, any P4 Shareholder which is a member of the
Novator or Tollerton group transfers any P4 shares to a person who is not a party to the amended Shareholders Agreement, all
resolutions of the shareholders’ meeting will require the consent of Netia Mobile, and all resolutions of the Supervisory Board will
require the consent of all Supervisory Board members appointed by Netia Mobile.

If, after the lapse of the lock-up period until August 23, 2008, certain key issues regarding the management of P4’s affairs
have not been successfully agreed upon, the amended Shareholders Agreement includes an option for Novator to purchase the
Shares held by Netia Mobile and Tollerton at market price plus 10%, and an option for Netia Mobile and Tollerton to sell such
Shares to Novator at market price with a 10% discount.

The Shareholders Agreement specifies the key principles of commercial cooperation of Netia and the Distribution Companies
based on which the Issuer and P4 have concluded and will conclude commercial contract providing for Netia’s access to the
Distribution Companies’ sales network.

The amended Shareholders Agreement shall expire following the sale of all Shares by the Shareholders in accordance with
its provisions. The amended Shareholders Agreement provides for restrictions on competitive activity, a confidentiality
undertaking, and a ban on employee recruitment during an agreed period following the expiration of the Shareholders
Agreement. The Shareholders accept an option of P4’s conversion into a joint stock company, however, not earlier than after
August 23, 2007, and an option to introduce P4’s shares to public trading after August 23, 2008.
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42.Contingencies
Millennium (not in thousands)

In August and September 2000, the Company entered into certain agreements to acquire all of the outstanding equity of
Millennium Communications S.A. (“Millennium”), a provider of telecommunications services in Warsaw. Certain advances were
made to Millennium following the execution of the agreements, and currently a loan of EUR 2.9 million (PLN 10.9 million at the
June 30, 2007 exchange rate) increased by the applicable interest is outstanding from Millennium. In December 2000, the
Company brought a claim for the repayment of the loan against Millennium in the District Court in Warsaw. On October 16, 2006,
the Regional Court granted the Company's claim and ordered Millennium to pay PLN 11.5 million with interest. The Court has
also dismissed Millennium’s counterclaim. Millennium filed an appeal. The matter is still pending.

In 2001, a valuation allowance of PLN 17.0 million was recorded as other operating expense against the outstanding amount
receivable from Millennium as a result of the events described above.

On April 5, 2005, Millennium filed a claim against Regionalne Sieci Telekomunikacyjne EI-Net S.A. (“EI-Net”), the subsidiary
merged with Netia in July 2006, in connection with the alleged acts of unfair competition of EI-Net against Millennium. EI-Net filed
an answer to the claim on June 6, 2005 in which it requested the District Court to dismiss the claim as wholly unsubstantiated.
On December 23, 2006, the Court dismissed Millennium's claim in its entirety. Millennium filed an appeal. The matter is still
pending.

In July 2005, Millennium filed a motion to secure the claim against EI-Net for determination that an agreement between El-
Net and Millennium concerning provisions of telephone services and the use of 30,000 telephone numbers by Millennium was
not effectively terminated by EI-Net. On August 21, 2005, Millennium filed a motion against El-Net in connection with the claim to
which the injunction pertained to. EI-Net filed an answer to the claim on October 19, 2005 in which it requested the District Court
to dismiss the claim as wholly unsubstantiated. On October 11, 2006, the Court dismissed Millennium's claim in its entirety.
Millennium filed an appeal. The matter is still pending.

Management, having obtained legal advice, does not believe that the settlement of the matters described above will have a
material adverse effect on the Netia Group’s financial condition. Accordingly no liability has been recorded for the claims.

Minority shareholders

On August 1, 2002, the Company received a copy of a claim filed with the District Court in Warsaw by an individual
shareholder demanding the cancellation of sections 10, 11 and 13 of Resolution No. 2 adopted by the Company’s General
Meeting on April 4, 2002. The individual shareholder claimed that the distribution of the Company’s warrants under the financial
restructuring was harmful to the minority shareholders and violated good custom. On August 14, 2002, the Company responded
requesting the District Court to dismiss the claim as unsubstantiated. The matter is still pending.

In a second similar matter, a minority shareholder's claim was dismissed on merits by the District Court in Warsaw. On
March 25, 2005, the minority shareholder filed an appeal. On December 8, 2005 the Regional Court examining the appeal
overruled the judgment of the District Court and decided that the case has to be re-examined due to the fact that it should be the
Regional Court not the District Court where the case should have been examined in the first resort. The matter is still pending.

Management, having obtained legal advice, does not believe that the settlement of the matters described above will have a
material adverse effect on the Netia Group’s financial condition. Accordingly no liability has been recorded for the claims.

Pledge on shares in P4

On October 26, 2005 Netia Mobile entered into an agreement on registered pledge of 10,260 (not in thousands) shares in
P4. The pledge was established for the benefit of Novator Poland Pledge Sp. z o.0. in order to secure the performance by Netia
Mobile of the claims that may arise due to failure by Netia Mobile to perform certain obligations under the Agreement. The
maximum amount of collateral equals to EUR 25,000. Pursuant to the Shareholders Agreement on October 26, 2005 Novator
has also pledged all its shares in P4 to Netia Mobile on the same terms as indicated above in order to secure the performance
by Novator of the claims that may arise if Novator fails to perform certain obligations under the Agreement. On October 31, 2006,
under the Agreement for the Registered and Financial Pledges on Shares (described below) the pledges were subordinated to
pledges on the entire equity stake in P4, established in favour of BPH SA (currently 10,920 (not in thousands) of P4’s shares are
pledged).

The Company’s Management is not aware of any circumstances, which may currently give rise to a utilization of the pledge.
Agreements partially securing the repayment of the vendor financing extended to P4

On October 31, 2006 the Company concluded a number of agreements partially securing the repayment of the credit facility
of EUR 150,000 (the “Facility”) granted to P4 by China Development Bank, acting as the Mandated Lead Arranger, and BPH SA,
as the Facility Agent and Security Agent, under the Facility Agreement dated October 31, 2006. The Facility agreement provides
for a ten year amortising term Facility with a three year availability period. The funds will be used by P4 for the purchase of
equipment for its UMTS network from Huawei Polska Sp. z 0.0., including the acquisition of transmitter construction sites and
related network construction costs. In order to facilitate the conclusion of part of the vendor financing package assumed in P4’s
original business plans, the Netia Group and Novator provided certain undertakings and separate guarantees in direct proportion
to their shareholdings in P4. Accordingly, Netia concluded the following agreements:
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- Share Retention Agreement. Under the Share Retention Agreement (as amended on May 24, 2007, see also Note 41),
Netia provided a guarantee to a maximum amount of EUR 21,060. The guarantee covers the repayment of 23.4% of the
outstanding amounts under one of the tranches of the Facility (limited to a total of EUR 75,000) to be applied towards the
acquisition of transmitter and core network construction sites, and the costs of related civil works investments in P4’'s UMTS
network, increased by interest and costs (with a cap at EUR 90,000). Furthermore, Netia is obliged to ensure that the P4
equity stake currently held by the Netia Group shall not be disposed of before August 23, 2008. Thereafter, the current
shareholders of P4 may not reduce their combined holdings below 50% of P4’s share capital without the prior consent of
China Development Bank.

- Equity Contribution Agreement. Under the Equity Contribution Agreement, Netia and Novator One L.P. agreed to ensure
that during the scheduled Facility repayment period, P4’s share capital will be increased or the shareholders will grant
subordinated loans to P4 pro rata to their respective shareholdings in P4 to ensure that P4 can meet its obligations up to a
maximum committed amount of EUR 300,000. The total outstanding amount of committed contributions still to be made by
Netia will not exceed EUR 27,000 as at June 30, 2007 (see also Note 41).

- The Subordination Agreement. Under the Subordination Agreement, Netia agreed to subordinate all of its, and the Netia
Group’s, financial receivables due from P4, including any subordinated shareholders loans, by giving priority to the
receivables due under the Facility granted to P4. The subordination does not affect commercial agreements concluded with
P4 and other agreements, once accepted by the creditors on a case-by-case basis. Netia had no such receivables subject to
subordination as at June 30, 2007.

- The Agreement for the Registered and Financial Pledges on Shares and the Agreement on Change of Priority of the
Pledges. Under the Agreement for the Registered and Financial Pledges on Shares, Netia Mobile (P4’s shareholder),
established a registered and a financial pledge in favour of the Security Agent on its entire equity stake in P4 to secure P4’s
obligations under the Facility. At the same time, under a separate Agreement on Change of Priority of the Pledges, Netia
Mobile agreed that the registered pledge established in its favour by Telecom Poland S.a.r.l. on P4’s shares in connection
with the conclusion of P4’s Shareholders’ Agreement be subordinated to the registered and financial pledges established by
Telecom Poland S.a.r.l. on the same date in favour of the Security Agent to secure P4’s obligations under the Facility.

The Company’s Management is not aware of any payment default by P4. Should P4 default on its payment obligations in the
future, Netia may be required to pay up to EUR 21,060 in respect to guarantees and may lose its shares in P4.

WiMAX license requirements

On October 27, 2005 Netia WiMax S.A. (merged with Netia in 2006) and Netia WiMax Il S.A. (currently Netia WiMax)
received the reservations of the 3.6-3.8 GHz frequencies, which are to be used to provide telecommunication services based on
the WIMAX technology. The terms of licenses issued to the Company’s subsidiaries require them to meet annual connected
capacity milestones in the future, as measured at the end of each year, subject to demand in the territory and population of
Poland. The Company overperformed the milestones regarding population coverage, allotted for the year 2006. However, the
Company has considered recent changes in the telecommunications market and, in particular, the advent of regulated access to
the fixed line network of the incumbent fixed line operator, TP SA, and submited applications to change future territorial and
population coverage commitments for WiMax.

Tax contingent liability

Regulations relating to value-added tax, corporate income tax, and payroll (social) taxes have radically changed in
comparison to the tax regulations, which existed prior to the economic and political transformation in Poland. The lack of
reference to well-established practices and the relatively short period in which these new tax regulations have been in place
often results in a lack of clarity and consistency in the regulations. Frequent contradictions in legal interpretations both within
government bodies and between companies and government bodies create uncertainties and conflicts. Tax settlements,
together with other areas of legal compliance are subject to review and investigation by a number of authorities, which are
entitled to impose severe fines, penalties and interest charges. These facts create tax risks in Poland that are substantially more
significant than those typically found in countries with more developed tax systems. The tax authorities may at any time inspect
the books and records of the Company and may impose additional tax assessments with penalty interest and penalties within 5
years from the end of the year when a tax is due.

The Company’s Management is not aware of any circumstances, which may currently give rise to a potential material liability
in this respect.

Subsequent events

Issuance of Netia's series K shares (not in thousands)
On July 10, 2007 the Company issued 109,455 ordinary bearer series K shares with a nominal value of PLN 1 each (“Series

K Shares”), which give the right to 109,455 votes at Netia’s general meeting of shareholders. The Series K shares were issued
due to the exercise by a person authorized thereto of his rights arising from the Plan.
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