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AmRest Holdings N.V.

Consolidated income statement
for the twelve months ended 31 December 2006

Note 2006 2005
in thousands of Polish zloty (restated)
Restaurant sales 3 629 326 499 810
Restaurant expenses: 5
Cost of food (210 926) (167 283)
Direct marketing expenses (30 590) (25 462)
Direct depreciation and amortisation expenses (40 177) (31 741)
Payroll and employee benefits (119 331) (91 969)
Continuing franchise fees (37 300) (29 700)
Occupancy and other operating expenses (105 600) (88 775)
Total restaurant expenses (543 924) (434 930)
Gross profit on sales 85 402 64 880
General and administrative expenses (G&A) 5 (41 290) (35 949)
Depreciation and amortisation expense (G&A) 5 (3 416) (2 710)
Other operating income 6 5505 6 826
Gain/(loss) on disposal of property, plant and pongnt, 10,19
intangibles and assets held for sale 1411 (2 711)
Impairment losses 5 (3117) (5 101)
Initial public offering expenses - (1937)
Operating profit 3 44 495 23298
Finance income 3,7 8671 1351
Finance cost 38 (4 847) (9 769)
Share of profit of associates 331 637 459
Profit before tax 9 48 956 15 339
Income tax (expense)/benefit 3.9 (10 314) 6772
Profit for the period 38 642 22111
Attributable to:

Minority interest 59 (16)
Equity holders of the parent 3 38583 22127
Basic earnings per share in Polish zloty 29 2.86 1.78
Diluted earnings per share in Polish zloty 29 2.85 1.78

See accompanying notes to the consolidated finbstzitements.



AmRest Holdings N.V.

Consolidated balance sheet as at 31 December 2006 81 December 2005

Note 2006 206
in thousands of Polish zloty (restated)
Assets
Property, plant and equipment 10 191 705 174141
Goodwill 12 23516 4765
Other intangible assets 11 12 829 16 280
Investment in associates 3,31 1221 574
Other non-current assets 13 17 726 19 750
Deferred tax asset 9 9 336 11 540
Total non-current assets 256 333 227 050
Inventories 14 8134 5973
Trade and other receivables 15 11 460 13 463
Income tax receivable - 5281
Other current assets 16 5976 2380
Held-to-maturity financial assets 18 9984 -
Cash and cash equivalents 17 25241 31575
Assets held for sale 19 3861 3219
Total current assets 64 656 61 891
Total assets 3 320 989 288 941
Equity 20
Share capital 519 519
Reserves 219137 218 640
Accumulated deficit (95 511) (117 638)
Profit for the period 38 583 22 127
Translation reserve (4 943) (578)
Equity attributable to shareholders of the parent 157 785 123 070
Minority interest 79 20
Total equity 157 864 123 090
Liabilities
Interest-bearing loans and borrowings 21 72 140 80 440
Finance lease liabilities 2,26 3326 3237
Employee benefits 22 913 791
Provisions 23 5 565 4 690
Deferred tax liabilities 9 760 1263
Other non-current liabilities 24 1721 2168
Total non-current liabilities 84 425 92 589
Interest-bearing loans and borrowings 21 918 18 321
Finance lease liabilities 2,26 68 45
Trade and other accounts payable 25 75 448 54 896
Income tax liabilities 2 266 -
Total current liabilities 78 700 73262
Total liabilities 3 163 125 165 851
Total equity and liabilities 320 989 288 941

See accompanying notes to the consolidated finbsizitements.
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AmRest Holdings N.V.

Consolidated statement of cash flows
for the twelve months ended 31 December 2006

Note
in thousands of Polish zloty
Cash flows from operating activities
Profit before tax
Adjustments for:
Share of profit of associates 31
Amortization 11
Depreciation 10
Interest expense, net 7,8
Foreign exchange gain, net 7.8
(Gain)/loss on disposal of property, plant, equiptnatangibles and 10

assets held for sale
Impairment of property, plant, equipment, intanggand assets held for

sale 5
Equity—settled share based payments expenses 22
Waiver of loans 7,32

Working capital changes:

Change in receivables

Change in inventories

Change in other assets

Change in payables and other liabilities

Change in other provisions and employee benefits
Income taxes paid

Interest paid

Other

Net cash provided by operating activities

Cash flows from investing activities

Acquisition of subsidiaries, net of cash acquired 4
Proceeds from the sale of property, plant and egeipt and intangibles 10
Proceeds from the sale of assets held for sale 19
Acquisition of property, plant and equipment 10
Acquisition of intangible assets 11
Acquisition of held-to-maturity financial assets 18
Acquisition of investments in associates 31

Loans repaid
Net cash used in investing activities

Cash flows from financing activities

Cash contribution from shareholders

Proceeds from borrowings

Repayment of borrowings

Repayment of finance lease

Net cash (used in) /provided by financing activitie

Net change in cash and cash equivalents

Cash and cash equivalents, beginning of period
Effect of foreign exchange rate movements
Cash and cash equivalents, end of period

See accompanying notes to the consolidated finbstzitements.
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2006 2005
(restated)
48 956 15339
(637) (459)
6108 3817
37 485 30634
3577 5729
(4 726) (1 820)
(1411) 2711
2540 2733
497 203
(3 396) -
7 643 (1 097)
(772) 61
(2 344) (8 484)
14 649 (192)
997 (745)
(5 580) (4 513)
(3577) (5 876)
545 2038
100 554 40 079
(20 730) (17 752)
1082 489
5000 -
(54 445) (34 595)
(1 521) (4 780)
(9 954) -
(10) (35)
- 42
(80 578) (56 631)
- 77 866
4179 177 815
(30 111) (219 007)
(112) (86)
(26 044) 36 588
(6 068) 20 036
31575 11 486
(266) 53
25241 31575




AmRest Holdings N.V.

Consolidated statement of changes in equity
for the twelve months ended 31 December 2006

in thousands of Polish zloty

As at 01.01.2005

(previously reported)

Correction of accounting
treatment for lease arrangement
(Note 2)

As at 01.01.2005 (restated)

Employees share option scheme -
Share-based payments liabilities
assumed by shareholder (Note 22)
Employees share option scheme —
value of employee services

(Note 22)

Currency translation differences
Profit for the period

Issue of shares

As at 31.12.2005

As at 01.01.2006

Employees share option scheme —
value of employee services

(Note 22)

Currency translation differences
Profit for the period

As at 31.12.2006

Attributable to equity holders of the Company o
Share Share premium  Share options Other Total Accumulated  Currency Minority Total
Capital Note 22 reserves defici lati Total Interest
(Note 20) (Note 22) (Note 20) Reserves eficit translations
373 132582 - 6191 138 773 (117 198) 141 22 089 36 22125
- - - - - (440) - (440 - (44p)
373 132582 - 6191 138 773 (117 638) 141 21649 36 21 685
- - 1944 - 1944 - - 1944 - 1944
- - 203 - 203 - - 203 - 203
- - - - - - (719) (719 (719
- - - - - 22127 - 22127 (16) 22111
146 77720 - - 77720 - - 77 866 - 77 866
519 210 302 2 147 6191 218 640 (95 511) (578) 123 07 20 123 090
519 210 302 2147 6191 218 640 (95511) (578) 123 07 20 123 090
- - 497 - 497 - - 497 - 497
- - - - - - (4 365) (4 365 - (4 365)
- - - - - 38583 - 38583 59 38 642
519 210 302 2 644 6 191 219 137 (56 928) (4 943) 157 79 79 157 §64

See accompanying notes to the consolidated finbstzitements.



AmRest Holdings N.V.

Notes to the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise std)

1 Company overview and significant accounting policie
(a) Background

Amrest Holdings N.V. (the “Company”) was establidles a joint stock company in October
2000 in the Netherlands. The Company’s head oifi¢ecated in Prins Bernhardplein 200,

1097 JB Amsterdam, the Netherlands. The Compamyjsorate offices are located in Wroclaw,
Poland. The Company and its subsidiaries are tolcreferred to as the “Group”.

The Consolidated Financial Statements as at anthéotwelve months ended 31 December 2006
comprise the data on the Company, its subsidiand®n the Group’s equity interest in associates.

The following Consolidated Financial Statementsnartestatutory financial statements of the Group as
defined in Section 361 (1), Part 9 of the Nethelda@ivil Code and were prepared for Warsaw Stock
Exchange purposes only. AmRest Holdings N.V. lsagistered office in the Netherlands. Therefore
it prepares stand alone financial statements blas@&uiitch Generally Accepted Accounting Standards
and consolidated accounts based on EU-IFRS asdbfiith financial statements together with audit
reports signed by the Dutch auditor in the relefarith register. Statutory financial statementélvel
published after its approval of Supervisory Boand ahareholders, together with auditor's reports
signed by the Dutch auditor.

The following Consolidated Financial Statementsenapproved by the Management Board on 30
March 2007 r.

The principal activity of the Group, conducted tsysubsidiaries in Poland, the Czech Republic and
Hungary, is to operate Kentucky Fried Chicken (,KF@nd Pizza Hut franchised restaurants. In
Poland and the Czech Republic ,Rodeo Drive” reatas. Solely in Poland ,Ice*Land” ice cream
outlets and ,Freshpoint” restaurants.

On 27 April 2005, the shares of AmRest Holdings Ncdmmenced trading on the Warsaw
Stock Exchange (“WSE”) in Poland.

Prior to 27 April 2005, the Company was jointly adnand controlled by International Restaurant
Investments, LLC (“IRI") of the United States an&nfucky Fried Chicken Poland Holdings BV
(“KFC BV") of the Netherlands. Before the initialiplic offering each shareholder possessed a 50%
ownership.

IRI is a wholly-owned subsidiary of American Rét&oncepts, Inc. of the United States
(“ARC"), whereas KFC BV is a wholly-owned subsidiaf Yum! Brands, Inc. (“YUM!”) of the
United States.

In conjunction with the listing of the Company’sasbs on the WSE, YUM! sold all of its shares in
the Company and is no longer a shareholder. MorgtiRkalso sold part of its shares as a result of
the Company’s IPO on the stock exchange.

As at 31 December 2006 the Company's largest sbldehwith a 37,5% voting rights and
ownership interest remains IRI.

Pizza Hut and KFC restaurants operate under fremchgreements with YUM! and YUM!
Restaurants International Switzerland, Sarl (,YRIS& subsidiary of YUM!. Each franchise
agreement has a term of ten years, with an opfioenewal by the Company for further ten years,
subject to certain conditions being met as destiiibéhe agreements.

YUM! committed to notify the Company if it entergd another franchise, at least six months before
the first KFC or Pizza Hut restaurant is opene®atand, the Czech Republic or Hungary. During
this period, the Company has the right to stateptsion on the issue. YUM! has indicated that at
present it has no plans to conclude agreementsottittr prospective franchisees in Poland, Czech
Republic and Hungary or to open new restaurantisely.
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AmRest Holdings N.V.

Notes to the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise std)

The table below presents a summary of the submdidncluded within the Group at 31

December 2006:

Name of company

City and
country of

incorporation Principal activity

Parent company

Ownership  Date of
interest and  effective
voting rights control

American Restaurants  Wroclaw, Operating Pizza Hut and KFC AmRest Holdings N.V. 100.00 % December
Sp. z o.0. Poland restaurants in Poland 2000
American Restaurants Prague, Operating Pizza Hut and KFC AmRest Holdings N.V. 100.00 % December
S.I.0. Czech restaurants in the Czech 2000
Republic Republic
American Restaurants Budapest,  Operating Pizza Hut and KFC American Restaurants 100.00 % 30 June 2006
Kft Hungary restaurants in Hungary Sp. z 0.0.
Galeria Arka Sp. z 0.0. Warsaw, Lessee of a location where a American Restaurants 100.00 % March
Poland restaurant is planned to be  Sp. z 0.0. 2005
opened
Amrest Ukraina t.o.w. Kiev, Established to develop and American Restaurants 100.00 % December
Ukraine operate Pizza Hut restaurant. Sp. z o0.0. 2005
the Ukraine
International Fast Food Wroclaw, No current activities American Restaurants 100.00 %  January
Polska Sp. z 0.0. Poland Sp. z 0.0. 2001
Pizza Hut s.r.o. Prague, No current activities American Restaurants 99.973%  December
Czech S.I.0. 2000
Republic .
American Restaurants 0.027%
Sp. z o.0.
Fried Chicken s.r.o. Prague, No current activities Pizza Hut s.r.o. 100.00% May
Czech 2005
Republic
; Warsaw, Lessee of a location where a American Restaurants 0 October
Doris 2006 Sp. 2 o.0. Poland restaurant is planned tobe  Sp. z 0.0. 100.00 % 2006
opened
Grifex | Sp. z 0.0.* Wroclaw,  Operates a childrens’ activity American Restaurants 48.00 % September
Poland centre in Warsaw which Sp. z 0.0. 2003
includes a KFC restaurant
* despite the fact that the Group holds a 48% dingorights and ownership interest it consolidaties

Company as a subsidiary, since on the basis of mgmts with the main shareholder, it has the right t
control the Company’s operating and financial atés.

In the current period subsidiaries Kentucky Sydtdtr{Hungary) and Doris 2006 Sp. z 0.0. (Poland)
were acquired. See (Note 4). There were no othriglechanges in the structure of the Group.



AmRest Holdings N.V.

Notes to the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise std)

The Group’s associated companies at 31 Decembé&r &fXtbunted for under the equity method
are as follows:

City and Ownership
country of interest and Date of initial
Name of company incorporation Principal activity Parent company voting rights  investment
Worldwide Nevada, Marketing activity for the American Restaurants 33.33% October
Communication ServicesUSA Group Sp. z 0.0. 2003
LLC
Global Communication Warsaw, No current activities Worldwide 33.33% May
Services Sp. zo.0.in  Poland Communication 2002
liquidation Services LLC
Synergy Marketing Warsaw, Marketing activity for the Worldwide 26.66% May
Partners Sp. z 0.0. Poland Group Communication 2002
Services LLC.
Red 8 Communications Warsaw, Marketing activity for the Worldwide 17.33% May
Group Sp. zo.0. * Poland Group Communication 2002
Services LLC
Synergy Marketing Prague, Marketing activity for the Synergy Marketing 24.00% Established
Partners s.r.o. Czech Group Partners Sp. z 0.0. February 2005
Republic
SCM Sp. z 0.0. Chotomoéw, Restaurant supply services American Restaurants 45.00%  April 2005
Poland provided to the Group Sp. z 0.0.
* The Group holds indirectly 17.33% of voting rigrend ownership in Red 8 Communications Group Sp. z

0.0. It has significant influence over this compas it is a subsidiary of the associate - Worthwi
Communication Services LLC which holds 52% of votiights in that company.



AmRest Holdings N.V.

Notes to the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise std)

(b) Statement of compliance

The consolidated financial statements have begrarre in accordance with International Financial
Reporting Standards (IFRSs) and its interpretatolopted by the International Accounting Standards
Board (IASB) as adopted by the European Uniorhéurto the IAS Regulation (EC 1606/2002).

The following new standards, amendments to stasdandl interpretations are mandatory for
financial year ending 31 December 2006.

« Amendment to IAS 19, ‘Actuarial gains and lossespup plans and disclosures’,
effective for annual periods beginning on or attddanuary 2006. This amendment is not
relevant for the Group.

« Amendment to IAS 39, Amendment to ‘The fair valugtion’, effective for annual
periods beginning on or after 1 January 2006. Bniendment is not relevant for the
Group.

« Amendment to IAS 21, Amendment ‘Net investment ifoeign operation’, effective
for annual periods beginning on or after 1 Jan2&d6. This amendment is not relevant
for the Group.

* Amendment to IAS 39, Amendment ‘Cash flow hedgeoanting of forecast intragroup
transactions’, effective for annual periods begignon or after 1 January 2006. This
amendment is not relevant for the Group.

« Amendment to IAS 39 and IFRS 4, Amendment ‘Findngaarantee contracts’,
effective for annual periods beginning on or aftddanuary 2006. This amendment is not
relevant for the Group.

 IFRS 6, ‘Exploration for and evaluation of minem&sources’, effective for annual
periods beginning on or after 1 January 2006. $tasdard is not relevant for the Group.

* IFRIC 4, ‘Determining whether an arrangement corgaa lease’, effective for annual
periods beginning on or after 1 January 2006. Tlmihas reviewed its contracts. This
interpretation has no material impact on the fingrstatements.

« IFRIC 5, ‘Rights to interests arising from decomsioming, restoration and
environmental rehabilitation funds’, effective fannual periods beginning on or after 1
January 2006. This interpretation is not relevantlie Group; and

« IFRIC 6, ‘Liabilities arising from participating ia specific market — waste electrical and
electronic equipment’, effective for annual peridmeginning on or after 1 December
2005. This interpretation is not relevant for the@p.

The following new standards, amendments to stasdamd interpretations have been issued but
are not effective for 2006 and have not been eatbpted:

« IFRIC 7, ‘Applying the Restatement Approach und&SR9’, effective for annual
periods beginning on or after 1 March 2006. Manag@mdo not expect the
interpretation to be relevant for the Group;

* IFRIC 8, ‘Scope of IFRS 2’, effective for annualripels beginning on or after 1 May
2006. Management is currently assessing the impact-RIC 8 on the Group’s
operations but expect the interpretation will haxe material impact on the financial
statements;
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AmRest Holdings N.V.

Notes to the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise std)

IFRIC 9, ‘Reassessment of Embedded Derivativesfecibe for annual periods
beginning on or after 1 June 2006. Management dcexjpect the interpretation to be
relevant for the Group; and

IFRIC 10, ‘Interim Financial Reporting and Impaimtie effective for annual periods
beginning on or after 1 November 2006. IFRIC 10hgsits the impairment losses
recognized in an interim period on goodwill, invaehts in equity instruments and
investments in financial assets carried at cogbaaeversed at a subsequent balance
sheet date. The Group will apply IFRIC 10. The ngemaent is already assessing impact
of IFRIC 10 on Group’s operations but do not exghetinterpretation to have material
impact on the financial statements.

IFRIC 11, ‘Group and Treasury Share Transactioe$fective for annual periods

beginning on or after 1 March 2007. IFRIC 11 adskessapplication of IFRS 2 in case of
emission equity instruments by the Company as yanpat for received goods or

services or when emitted are equity instrumentryy @her entity from the Group. The
management is already assessing impact of IFRIGNLGroup’s operations but do not
expect the interpretation to have material impacthe financial statements.

IFRIC 12, ‘Service Concession Arrangements’, effecfor annual periods beginning
on or after 1 January 2008. IFRIC 12 gives guidastéhe accounting by operators for
public-to-private service concession arrangemelManagement do not expect the
interpretation to be relevant for the Group.

IFRS 7, 'Financial instruments: Disclosures’, effee for annual periods beginning on

or after 1 January 2007. IAS 1, ‘Amendments totedplisclosures’, effective for annual

periods beginning on or after 1 January 2007. Treu@assessed the impact of IFRS 7
and the amendment to IAS 1 and concluded that atdrghould not have a significant

impact on disclosure. The Group will apply IFRSntldhe amendment to IAS 1 from

annual periods beginning 1 January 2007.

IFRS 8, ‘Operating Segment’ , effective for annpakiods beginning on or after 1
January 2009. IFRS 8 supersedes IAS 14. Accordin§RS 8 operating segments are
components of entity and are regularly reviewedehtity’s chief operation decision
makers. Relevant positions are presented basingtemal reporting. The Group will
apply IFRS 8 from annual periods beginning 1 Janaano.
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AmRest Holdings N.V.

Notes to the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise std)

(©) Basis of preparation

The consolidated financial statements are presentéilish Zloty (PLN), rounded to the nearest
thousand (TPLN).

The Consolidated Financial Statements are preparetie historical cost basis. Non-current assets
held for sale are stated at the lower of the aagrgimount and fair value less costs to sell.

The preparation of financial statements in confoymiith IFRS requires management to make
judgments, estimates and assumptions that affextagplication of policies and reported
amounts of assets and liabilities, income and esgerirhe estimates and associated assumptions
are based on historical experience and various ddogors that are believed to be reasonable
under the circumstances, the results of which ftme basis of making the judgments about
carrying values of assets and liabilities that ramereadily apparent from other sources. Actual
results may differ from these estimates.

The estimates and underlying assumptions are redesn an ongoing basis. Revisions to
accounting estimates are recognised in the peniaehich the estimate is revised if the revision
affects only that period, or in the period of tle&ision and future periods if the revision affects
both current and future periods.

Judgements made by management in the applicatidfR8s that have a significant effect on
the financial statements and estimates with a fiégnit risk of material adjustment in the next
year are discussed in Note 33.

The accounting policies set out below have beefeabponsistently to all periods presented in these
consolidated financial statements. The accountolgigs have been applied consistently by Group
entities.

(d)  Basis of consolidation
Subsidiaries

Subsidiaries are all entities over which the Griwas the power to govern the financial and
operating policies generally accompanying of mdrant one half of the voting rights. The
existence and effect of potential voting rightstthee currently exercisable or convertible are
considered when assessing whether the Group cerarmther entity. Subsidiaries are fully
consolidated from the date on which control is sfarred to the Group. They are de-
consolidated from the date that control ceases.

The purchase method of accounting is used to atdouthe acquisition of subsidiaries by the
Group. The cost of an acquisition is measured asfdir value of the assets given, equity
instruments issued and liabilities incurred or asst at the date of exchange, plus costs directly
attributable to the acquisition. Identifiable assatquired and liabilities and contingent liakeli
assumed in a business combination are measurélyndt their fair values at the acquisition
date, irrespective of the extent of any minoritiernest.

The excess of the cost of acquisition over thevalue of the Group’s share of the identifiable
net assets acquired is recorded as goodwill. Itts of acquisition is less than the fair value of
the net assets of the subsidiary acquired, therdifice is recognised directly in the income
statement.
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AmRest Holdings N.V.

Notes to the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise std)

Inter-company transactions, balances and unrealgads on transactions between group

companies are eliminated. Unrealised losses apectiteinated but considered as an impairment

indicator of the asset transferred. Accounting@ed of subsidiaries have been changed where
necessary to ensure consistency with the policleptad by the Group.

Transactions and minority interests

The Group applies a policy of treating transactiaiith minority interests as transactions with
parties external to the Group. Disposals to miganterests result in gains and losses for the
Group that are recorded in the income statementhBaes from minority interests result in
goodwill, being the difference between any consitien paid and the relevant share acquired of
the carrying value of net assets of the subsidiary.

Associates

Associates are all entities over which the Groug bmnificant influence but not control,
generally accompanying a shareholding of betwee®o 26hd 50% of the voting rights.
Investments in associates are accounted for usiagetuity method of accounting and are
initially recognised at cost. The Group’s investienassociates includes goodwill (net of any
accumulated impairment loss) identified on acqoisit

The Group’s share of its associates’ post-acqarsipirofits or losses is recognised in the income
statement, and its share of post-acquisition mowésne reserves is recognised in reserves. The
cumulative post-acquisition movements are adjusdgdinst the carrying amount of the
investment. When the Group’s share of losses iasanciate equals or exceeds its interest in the
associate, including any other unsecured receigatile Group does not recognise further losses,
unless it has incurred obligations or made paymemtsehalf of the associate.

Unrealised gains on transactions between the Gemgpits associates are eliminated to the

extent of the Group’s interest in the associateseblised losses are also eliminated unless the
transaction provides evidence of an impairmentefadsset transferred. Accounting policies of

associates have been changed where necessaryite eassistency with the policies adopted by

the Group.

(e) Foreign currency
Functional and presentation currency

Items included in the financial statements of eafctihe Group’s entities are measured using the
currency of the primary economic environment in abhthe entity operates (‘the functional
currency’). Functional currency of the Polish opierss is the Polish Zloty (PLN), the functional
currency of the Czech operations is the Czech Cr@#K), while the functional currency of
the Hungarian operations is the Hungarian Foritd

As the majority of its operations and transacti@me PLN denominated, the consolidated
financial statements are presented in PLN whit¢h@sGroup presentation currency.

Foreign currency transactions

Transactions in foreign currencies are translatedeaforeign exchange rate ruling at the date of
the transaction. Monetary assets and liabilitiesod@nated in such currencies at the balance
sheet date are translated to the applicable fumatiourrency at the foreign exchange rate
prevailing at that date. All differences arising translation are recognised in the income

statement. Non-monetary assets and liabilitiesotémated in foreign currencies that are

measured in terms of historical cost, are trandlatethe foreign exchange rate as of the date of
the transaction.

13



AmRest Holdings N.V.

Notes to the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise std)

Financial statements of foreign operations

The results and financial position of all Groupted, which have a functional currency differewnin
the presentation currency, are translated intpribsentation currency as follows:

» the assets and liabilities, including goodwill afar value adjustments arising on
consolidation, are translated into PLN at exchaages ruling at the balance sheet date,

« the revenues and expenses of foreign operatiortsaastated at average rates in the period,
which approximate the foreign exchange rates raitrige dates of the transactions,

« all resulting foreign exchange differences arisimgtranslation are recognised directly in
equity.
Foreign exchange differences are released toc¢henm statement upon disposal.
None of the foreign operations has a currencyhyfperinflationary economy.

) Franchise, license and other fees

As noted in Note 1(a) above, restaurants are @uenataccordance with franchise agreements with
YUM! and subsidiaries of YUM!. The franchise agresms typically require that the Group pay an
initial, non-refundable fee upon the opening oheaew restaurant, pay continuing fees of 6% percent
of revenues and commit 5% of revenue to advertiamgpecified in the relevant agreement. In
addition, at the conclusion of the initial termtbé franchise agreement, the Group may renew the
franchise agreement, subject to a renewal fee.

The initial, non-refundable fees constitute in $amee rights to use Pizza Hut and KFC trademarks
and are included in ‘intangible assets’ and anmegttiaver the period of the agreement (usually ten
years). Continuing fees are expensed as incuresteviRal fees are amortized over the renewal period
when a renewal agreement becomes effective.

The initial fees paid are approximately USD 40 980 restaurant and renewal fees are 50% of the
initial fees, adjusted to reflect changes in the C&hsumer Price Index during the term of the
relevant franchise.

(9) Property, plant and equipment
Owned assets

ltems of property, plant and equipment are statedhiatorical cost, less accumulated
depreciation and impairment losses. The cost dfceeltructed assets includes the cost of
materials, direct labour, the initial estimate, mhelevant, of the costs of dismantling and remgvi
the items and restoring the site on which theyaaated.

Borrowing costs incurred for the construction oy guialifying asset are expensed and presented
as interest costs.

Where an item of property, plant and equipment ¢c@®® major components having different useful
lives, they are accounted for as separate iterpsogierty, plant and equipment.

Gains and losses on disposals are determined bypatomg proceeds with carrying amount.
These are included in the income statement andemiexs$ as “Gain/(loss) on disposal of
property, plant and equipment and intangibles”.
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AmRest Holdings N.V.

Notes to the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise std)

Restaurant development assets

Direct costs associated with site acquisition am&l ¢onstruction of a restaurant on that site,
including direct internal payroll and payroll-reddt costs are capitalized. Only those site-
specific costs incurred subsequent to the timettiesite acquisition is considered probable are
capitalized and included in restaurant developrassets (“Property plant and equipment”). If
subsequently it is determined that a site for whiekielopment costs have been capitalized will
not be acquired or developed, any previously chpdh development costs are expensed.
Restaurant development assets are amortized aieleitimated useful life.

Leased assets

The Group leases certain property, plant and ecempnheases of property, plant and equipment
where the Group has substantially all the risksramgards of ownership are classified as finance
leases. Finance leases are capitalised at thédamsemencement at the lower of the fair value
of the leased property and the present value ofihenmum lease payments. Each lease payment
is allocated between the liability and finance gesrso as to achieve a constant rate on the
finance balance outstanding. The correspondingafrantiligations, net of finance charges, are
included in the balance sheet as finance leastitied The interest element of the finance cost
is charged to the income statement over the leaisedoso as to produce a constant periodic rate
of interest on the remaining balance of the liabifor each period. The property, plant and
equipment acquired under finance leases is depedctver the shorter of the useful life of the
asset or the lease term.

Subsequent costs

Subsequent costs are included in the asset’s ngraynount or recognised as a separate asset, as
appropriate, only when it is probable that futucereomic benefits associated with the item will
flow to the Group and the cost of the item can lmasared reliably. All other repairs and
maintenance are charged to the income statemeimgdine financial period in which they are
incurred.

Depreciation

Depreciation is charged to the income statemena atraight-line basis over the estimated
useful lives of each part of an item of propertianp and equipment, and major components
that are accounted for separately. Land and assdey construction are not depreciated.

The estimated useful lives are as follows:

e Buildings 30— 40 years
»  Restaurant development assets (including leasghptdvements) 10 years*
e Machinery and equipment 4 — 8 years
*  Vehicles 5 years
e Other tangible assets 4 — 8 years

* the lesser of 10 years or the length of the repe lease.

The assets’ residual values, method of depreciatimhuseful lives are reassessed annually.
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(h) Intangible assets
Computer software

Acquired computer software licences are capitalmedhe basis of the costs incurred to acquire
and bring to use the specific software. These @stamortised over their estimated useful lives.

Favourable leases

Favourable leases represent restaurant locaticse leantracts acquired on acquisition of
subsidiaries with below-market lease payments. Galbe lease intangible assets are
recognised initially at fair value and subsequesthted at cost less accumulated amortization
(see below) and impairment losses (see accountitigyn) below).

Trademark

Trademarks are shown at historical cost. Trademiaak® a finite useful life and are carried at
cost less accumulated amortisation. Amortisatiocaisulated using the straight-line method to
allocate the cost of trademarks and licences dwar e€stimated useful lives.

Rights to use Pizza Hut and KFC trademarks
See accounting policy (f) above.
Other intangible assets

Other intangible assets are stated at cost lessradated amortisation and potential impairment
losses (see accounting policy (n) below).

Amortization

Amortization is charged to the income statemera straight-line basis over the estimated usefesliv

of intangible assets unless such lives are indefircoodwill and intangible assets with an indtfin
useful life are systematically tested for impairingneach balance sheet date (see accounting policy
(n) below) and are not subject to amortization eDihtangible assets are amortized from the date th
are available for use.

The estimated useful lives of other intangible tasse as follows:

»  Software licenses 4 -5 years
*  Favourable leases 2—10years*
*  Trademark 5years
* Rights to use Pizza Hut and KFC trademarks 10 years
*  Other intangible assets 5-10years

* Favourable lease intangible assets are amoudigarthe remaining lease term of the respectiselagreement.
()  Goodwill

All business combinations are accounted for by yApgl the purchase method. Goodwill
represents the difference between the cost of togiisition and the fair value of the net
identifiable assets acquired.

Goodwill on acquisitions of subsidiaries/businessaacluded in intangible assets and stated at
cost less accumulated impairment losses. Goodsviilliocated to cash-generating units and is
not amortized but is tested annually for impairmége accounting policy (n)). In respect of
associates, the carrying amount of goodwill islidet in the carrying amount of the investmentén th
associate.

Gains or losses on the disposal of an entity irelie carrying amount of goodwill relating to
the entity sold.
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Costs incurred to create self-generated goodwill aademarks are expensed in the income
statement as incurred.

)i Financial assets

The Group classifies its financial assets in tHiefdng categories: at fair value through profit or
loss, loans and receivables, and available for. 3&le classification depends on the purpose for
which the financial assets were acquired. Managendetermines the classification of its
financial assets at initial recognition and re-ea#és this designation at every reporting date.

Available-for-sale financial assets

Available-for-sale financial assets are non-deivest that are either designated in this category
or not classified in any other categories describetbw. The Group does not have any
investments classified as available-for-sale fingrassets at the balance sheet dates.

Financial assets at fair value profit or loss

This category has two sub-categories: ‘financigktsheld for trading’, and those designated at
fair value through profit or loss at inception. idncial asset is classified in this category if
acquired principally for the purpose of selling fhe short term or if so designated by
management. Derivatives are also categorised &b ftwetrading’ unless they are designated as
hedges. Assets in this category are classifiediasmt assets if they are either held for trading o
are expected to be realised within 12 months ob#iance sheet date. The Group does not have
any investments classified as financial assetsiavélue profit or loss at the balance sheet dates

Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivatfinancial assets with fixed or determinable
payments and fixed maturities that the Group’s rgangent has the positive intention and ability
to hold to maturity. If the Group were to sell athban an insignificant amount of held-to-

maturity financial assets, the whole category wdwadtainted and reclassified as available for
sale. Held-to-maturity financial assets are inctlide non-current assets, except for those with
maturities less than 12 months from the balancetstee, which are classified as current assets.

Loans and receivables

Loans and receivables are non-derivative finaresslets with fixed or determinable payments
that are not quoted in an active market. They@elided in current assets, except for maturities
greater than 12 months after the balance sheet @bty are carried at amortized cost less
impairment losses and are classified as ‘trade ahdr receivables’ in the balance sheet for
maturities not greater than 12 months after theruas sheet date (see accounting policy (k)
below).

Regular purchases and sales of investments argnised on trade-date — the date on which the
Group commits to purchase or sell the asset. Imay#is are initially recognised at fair value
plus transaction costs for all financial assets catied at fair value through profit or loss.
Financial assets carried at fair value throughipmfloss are initially recognised at fair value
and transaction costs are expensed in the incomenstnt. Investments are derecognised when
the rights to receive cash flows from the investimdrave expired or have been transferred and
the Group has transferred substantially all riskd eewards of ownership. Available-for-sale
financial assets and financial assets at fair vedugugh profit or loss are subsequently carried at
fair value. Loans and receivables and held-to-nitgtinvestments are carried at amortised cost
using the effective interest method.
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(k) Trade and other receivables

Trade and other receivables are non-derivativentirzh assets with fixed or determinable
payments that are not quoted in an active markety Bre recognised initially at fair value and
subsequently measured at amortized cost less impairlosses (see accounting policy (n)).

() Inventories

Inventories comprise mainly materials and are dtaethe lower of purchase price and net
realizable value. Net realizable value is the emti@ selling price in the ordinary course of
business, less the estimated costs of completidnsalting expenses. The cost of inventories is
based on the first-in first-out principle and irdds expenditure incurred in acquiring the
inventories and bringing them to their existingdtdon and condition.

(m) Cash and cash equivalents

Cash and cash equivalents includes cash in hapdsiie held at call with banks, other short-
term highly liquid investments with original matiigs of three months or less.

(n) Impairment

The carrying amount of the Group’s assets, excaptniventories (see accounting policy (1))
and deferred tax assets (see accounting policy &) reviewed at each balance sheet date to
determine whether there is any indication of imma&int. If any such indication exists, the
assets recoverable amount is estimated. For gdpdwéngible assets that have an indefinite
useful life and assets that are not yet availabteuse, the recoverable amount is estimated at
each balance sheet date. An impairment loss egresed whenever the carrying amount of an
asset or its cash-generating unit exceeds its ezable amount. Impairment losses are
recognised in the income statement.

Impairment of trade and other receivables is remnthen there is objective evidence that the
Group will not be able to collect all amounts duecading to the original terms of the
receivable. If there is objective evidence thatimpairment loss on receivables carried at
amortized cost has been incurred, the amount olod®is measured as the difference between
the asset’s carrying value and the present valestirhated future cash flows discounted at the
effective interest rate. The amount of the logei®gnised in the income statement.

The recoverable amount of other assets is the egreattheir fair value less costs to sell and

value in use. In assessing value in use, the ewihfature cash flows are discounted to their

present value using a pre-tax discount rate tibgats current market assessments of the time
value of money and the risks specific to the assmt.an asset which does not generate largely
independent cash flows, the recoverable amounetisrohined for the cash-generating unit to

which the asset belongs. In such cases as cashatjageunits the Group recognises separate
restaurants.

Restaurants are evaluated using a “one year hisfayperating losses” as the primary indicator
of potential impairment. For restaurants for whilclre is an indicator of potential impairment,
discounted estimated cash flows are used to atsesscoverable amount of the related assets.
The impairment evaluation is based on the estimateth flows from continuing operation of
the restaurant and taking into account the expdetadinal value.

In addition, when a decision is made to close daueant, the restaurant is reviewed for
impairment and depreciable lives are adjusted daugly. Likewise, a liability is recorded for
any lease termination costs associated with thergmf the restaurant.
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Reversals of impairment

An impairment loss in respect of receivables cdrra#¢ amortized cost is reversed if the
subsequent increase in recoverable amount carldied@bjectively to an event occurring after
the impairment loss was recognised.

An impairment loss in respect of goodwill is nowveesed. In respect of other assets, an
impairment loss is reversed if there has been ditation that the impairment loss may no
longer exist and there has been a change in tihmatss used to determine the recoverable
amount.

An impairment loss is reversed only to the extdvat tthe asset’s carrying amount does not
exceed the carrying amount that would have beerrméted, net of depreciation or
amortization, if no impairment loss had been recsph

(0) Interest bearing loans and borrowings

Interest-bearing loans borrowings are recogniséiblig at cost being their fair value, less
attributable transaction costs. In subsequent gerioorrowings are stated at amortized cost with
any difference between cost and redemption valirglyecognised in the income statement over
the period of the borrowings using the effectivietiast rate method.

If the loan is settled before the maturity datey difference between the settled cost and the
current cost is recognised in the income statement.

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

(o)) Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the éssfinew shares or options are shown in equity
as a deduction from the proceeds.

() Employee benefits
Share-based compensation

The Group operates two equity-settled, share-basetpensation plans. The fair value of the
employee services received in exchange for the gfehe options is recognised as an expense. The
total amount to be expensed over the vesting pexidetermined by reference to the fair value ef th
options granted. At each balance sheet date, thg vises its estimates of the number of options
that are expected to become exercisable. It resegjtine impact of the revision of original estirmate

if any, in the income statement, with a correspagdidjustment to equity. The proceeds received net
of any directly attributable transaction costs eedited to share capital (nominal value) and share
premium when the options are exercised.

Long-term service benefits

The Company'’s net obligation in respect of longateervice benefits is the amount of future benefit
that employees have earned in return for theiicgeima the current and prior periods. The obligatio
represents the Group’s estimate of future berteitsemployees have earned in return for theiicgerv
in the current and prior periods, discounted tprigsent value.

Pension accounting

Mandatory pension contributions are accounteddaledined contribution plan on accrual basis and
presented in Profit and Loss Account in the lingytBll and employee benefits”.
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(N Provisions

A provision is recognised in the balance sheet witen Group has a legal or constructive
obligation as a result of a past event, and itabgble that an outflow of economic benefits wél b
required to settle the obligation. If the effectiaterial, provisions are determined by discounting
the expected future cash flows at a pre-tax raerdflects current market assessments of the time
value of money and, where appropriate, the risksifip to the liability.

A provision for restructuring is recognised wher @Broup has approved a detailed and formal
restructuring plan, and the restructuring has eit@enmenced or has been announced publicly.
Future operating costs are not provided for.

Site restoration

Management analyses potential site restoratiors cnstl recognise provision if these costs are
material.

Onerous contracts

A provision for onerous contracts is recognised mitie expected benefits to be derived by the
Group from a contract are lower than the unavomaloist of meeting its obligations under the
contract.

() Trade and other payables
They are recognised initially at fair value andseduently measured at amortized cost.
() Revenue recognition

Revenues comprise the fair value of the sale oflgooet of value-added tax. Sales of goods are
recognised when a Group entity sells a produdteactistomer. Sales are typically in cash.

(5)) Operating lease, occupancy cost

Leases in which a significant portion of the risksl rewards of ownership are retained by the
lessor are classified as operating leases. Paymmette under operating leases are charged to the
income statement on a straight-line basis ovep#red of the lease. Lease incentives received
are recognised in the income statement as an aitegrt of the total lease expense.

Operating lease relates mainly to the premises hiiclwrestaurants operate. Lease costs are
recognised in the income statement as ,,Occupandyter operating expenses”.

(v) Income tax

Income tax on the profit or loss for the year casgs current and deferred tax. Current tax is the
expected tax payable on the taxable income foydae, using tax rates enacted or substantially
enacted at the balance sheet date, and any adpigtmax payable in respect of previous years.

Income tax is recognised in the income statemeonepxwhen it relates to items recognised
directly in equity, in which case it is also recisgm in equity.

Deferred tax is provided in full using the balasteet liability method, providing for temporary
differences between the carrying amounts of ass®tdiabilities for financial reporting purposes
and the amounts used for taxation purposes. Howewerdeferred tax is not accounted for if it
arises form initial recognition of an asset or iligb in a transaction other than a business
combination that at the time of the transactior@$# neither accounting nor taxable profit and
loss. Deferred tax is determined using tax ratad (aws) that have been enacted or substantially
enacted by the balance sheet date and are expedapgly when the related deferred tax asset is
realized or the deferred tax liability is settléth taxable temporary differences are recognized on
the initial recognition of goodwill.
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Deferred tax assets are recognized to the extanittis probable that future taxable profit wié b
available against which the temporary differen@slze utilized.

Deferred tax is provided on temporary differencasirag on investments in subsidiaries and
associates, except where the timing of the revefddle temporary difference is controlled by the
Group and it is probable that the temporary difiesewill not reverse in the foreseeable future.

(w) Derivative financial instruments

The Group periodically uses derivative financiattinments to hedge its exposure to foreign
exchange rate risks arising from operational andhrfting activities. Derivative financial
instruments are recognised initially at fair vatuel subsequently remeasured at their fair value.

Derivatives used by the Group do not qualify foddee accounting. Changes in the fair value of
any derivative instruments that do not qualify fiedge accounting are recognised immediately
in the income statement.

As at the balance sheet dates, the Group did metdnay derivative financial instruments.
(x) Segment reporting

A business segment is a group of assets and apegatngaged in providing products or services
that are subject to risks and returns that arewfft from those of other business segments. A
geographical segment is engaged in providing prtsdeicservices within a particular economic
environment that are subject to risks and retuhad are different from those of segments
operating in other economic environments.

y) Non-current assets (or disposal groups) held feale

Non-current assets (or disposal groups) are cledsifs assets held for sale and stated at the
lower of carrying amount and fair value less caetsell if their carrying amount is recovered
principally through a sale transaction rather tthaough a continuing use.

2 Business combinations involving entities undezommon control

A business combination involving entities or busses under common control is a business
combination in which all of the combining entitiesbusinesses ultimately are controlled by the
same party or parties both before and after thenbss combination, and that control is not

transitory. This business combination is recognis&idg pooling of interest method. When this

method is used there are no fair value adjustmenessets and liabilities and no goodwill is

recognised.

21



AmRest Holdings N.V.

Notes to the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise std)

2 Corrections
a) Correction of accounting treatment for lease arangement

In 2006, the Group concluded that the leasing eshfior land and building related to one of the
restaurants located in the Czech Republic was nogpiately accounted for in previous years as
an operating lease. According to S 17 Leaseghe above mentioned arrangement meets the
criteria of finance lease and should be classdieduch. The arrangement transfers ownership of
the property to the lessee by the end of the learse. In order to ensure comparability of the
prior years’ data, appropriate retrospective adjesit has been made to the consolidated balance
sheet, consolidated income statement, consolidzsil flow and to the notes to the consolidated
financial statements. The aim of the adjustments twwagpresent the transaction as if it has been
classified as finance lease from the beginninghef ¢arliest period presented. Adjustment to
previously published financial statements relatethe change in the accounting treatment of the
lease arrangement is presented in the table below:

12 month:
ended
31 December
2005
Adjustment to the consolidated income statement:
Increase of direct depreciation expenses (restharqenses) (142)
Decrease of occupancy expenses (restaurant expenses 649
Increase of finance costs (602)
Decrease of income tax 10
Decrease of profit for the period (85)
Change of basic and diluted earnings per share -
1 January 2005
Adjustment to the consolidated balance sheet:
Increase of tangible fixed assets
(cost — 3482 TPLN, accumulated depreciation —H3R2N (Note 10) 2 950
Increase of accumulated deficit 440
Decrease of translation reserve (22)
Increase of finance lease liabilities (3 368)
31 Decembe
2005
Adjustment to the consolidated balance sheet:
Increase of tangible fixed assets
(cost — 3 450 TPLN, accumulated depreciation — B8N (Note 10) 2783
Increase of deferred tax asset 10
Increase of accumulated deficit 440
Increase of loss of the current year 85
Decrease of translation reserve (36)
Increase of finance lease liabilities (short tewortipn: 45 TPN, long term portion:
3237 TPLN (Note 26) (3282)
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The above presented adjustments relate to the ggluigal segment ‘Czech Republic’. Financial
data of the segment for the comparable periodHerpgurpose of presentation in Note 3 was
restated.

b) Correction of accounting treatment of marketingrevenues (presentation)

The Group presented in previous period revenuas fmarketing services related to one supplier
of beverages as a deduction of marketing expefi$ese services are in substance revenues of
the Group as services are rendered in restauraxpogure of trademark, etc) and should not
deduct marketing expenses. Therefore the Groupgelhim the current year the presentation of
these services in profit and loss accounts. As sltrepreviously reported revenues and
marketing expenses increased by 1 059 TPLN. Coripai@ata were restated.
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3 Segment reporting

Geographical segments

Even though the Group is managed on a worldwides pas business activities operate mainly
in two geographical areas, that is in Poland aeddrech Republic.

The division of Group’s revenue into geographicagreents is based on the geographical
location of customers. Segment assets are bastx @eographical location of the assets.

The Group’s restaurant operations constitute orgnbas segment given the similar nature of
products, customers, business risks and returns.

Geographical segment data as at and for the twalveths ended 31 December 2006 and
comparable period ended 31 December 2005 is asvsll

2006
Revenue from external customers
Inter-segment revenue

Operating profit/segment result
Finance income

Finance cost

Share of profit of associates (Note 31)
Income tax

Profit for the period

Segment assets

Investments in associates (Note 31)
Unallocated corporate assets
Consolidated total assets

Segment liabilities
Unallocated corporate liabilities
Consolidated total liabilities

Depreciation (Note 10)
Amortization (Note 11)
Capital investments (Note 10, 11, 12)
Impairment of fixed assets (Note 10)

Impairment of non-current assets held for sale ¢NdX)

Impairment of inventories

Impairment of trade receivables (Note 15)

Czech

Poland Republic Unallocated Total
435718 172 247 21 361629 326
32638 12 984 (1127) 44495
8671
(4 847)

637 - - 637

(10 314)
38 583

208 200 90 921 - 299 121

1221 - - 1221

- - 20 647 20 647
320989

55 636 20 266 75902
87 223 87 223
163 125

26 377 10 751 357 37 485

5143 663 302 6 108
55 069 19 422 - 4491
611 1455 174 24@
300 - - 300
91 - 110 201

265 111 - 6 37
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Czech

Poland Republic Unallocated Total
2005
Revenue from external customers 360 002 139 808 - 1098
Inter-segment revenue - - - -
Operating profit/segment result 16 469 9 583 (2754) 3298
Finance income 1351
Finance cost (9 769)
Share of profit of associates (Note 31) 459 - - 459
Income tax 6772
Profit for the period 22 127
Segment assets 181 864 74 160 - 256 024
Investments in associates (Note 31) 574 - - 574
Unallocated corporate assets - - 32343 32 343
Consolidated total assets 288 941
Segment liabilities 43179 20751 - 63 930
Unallocated corporate liabilities - - 101 921 101 921
Consolidated total liabilities 165 851
Depreciation (Note 10) 22 091 8 543 - 30634
Amortization (Note 11) 3289 528 - 3817
Capital investments (Note 10, 11, 12) 25691 18 503 - 41
Impairment of fixed assets (Note 10) 626 - - 626
Impairment of non-current assets held for sale ¢Nd) 2 107 - - 2 107
Impairment of inventories 434 - - 434
Impairment of trade receivables (Note 15) 1815 119 - 1934

Capital investment comprises additions of propgstant and equipment (Note 10), additions of
intangible assets (Note 11) and additions of gobhdNote 12).

The unallocated column relates to corporate asdibilities (mainly borrowings) and
transactions of AmRest Holdings N.V., AmRest Ukeairo.w., corporate assets and liabilities of
American Restaurants Kft. and amounts relating¢orne tax.

Comparative financial data of the ‘Czech Repuldiegment was restated in order to present the
adjustment to the lease arrangement as describéotn?2.
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4 Acquisition of subsidiaries and associates

Acquisition of Kentucky System Kft.

On 30 June 2006 the Group acquired 100% shareguityeand voting rights of Kentucky
System Kft. (current name: American Restaurants) Kitith registered office in Budapest.
Following the transaction, the Group became theesvai 13 Pizza Hut restaurants and 4 KFC
restaurants in Hungary. Running the above mentiorsthurants is the main activity of this
company. The purchase price amounted to USD 6 80@&fd was paid in cash. The transaction
marked another step in the strengthening of the déshiSroup’s market position in the Central
and Eastern Europe and in the implementation ofifeeip’s strategy.

The fair value of assets acquired and liabilitissuaned was as follows (in thousands of Polish
Zloty):

Property, plant and equipment 5579
Intangible assets 712
Other non-current assets 281
Inventories 1390
Trade and other receivables 358
Cash and cash equivalents 835
Other assets 71
Trade and other payables (6 822)
Net assets acquired 2404
Goodwill (Note 12) 18 666
Cash paid on acquisition 21 070
Net cash and cash equivalents in subsidiary aatjuire (835)
Cash outflow on acquisition 20 235

Goodwill on the acquisition of American Restaurafts is related mainly to the benefits of getting
access to the Hungarian restaurant market anddtsroers. Due to the characteristic of the Group’s
restaurant operations, the Group does not holdistee of its customers, they are not bound by any
contract and are not individually identified. Aadimg to IAS 38 — Intangible Assett)e above
mentioned items do not meet the criteria for dias$ion as separate intangible assets, therdfiese t
are included in the amount recognised as goodRdistaurants located in Hungary operate in
accordance with franchise agreements similar tuclige agreements concluded with restaurants in
Poland and the Czech Repubilic.

Acquisition of American Restaurants Kft. did notatve any additional significant costs.

If the acquisition presented above had occurred danuary 2006, estimated Group revenue would
have been 648 765 TPLN, and profit before allonatiwould have been 37 978 TPLN. These amounts
have been calculated using the Group’s accountilicjgs.

On 19 September 2006 Kentucky System, Kft. chaitgethme to American Restaurants Kft.
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Acquisition of Doris 2006 Sp. z 0.0. by subsiiarAmerican Restaurants Sp. z 0.0.

On October 25-th 2006 the Group purchased 100%avés of Doris 2006 Sp. z 0.0. with registered
office in Warsaw, Poland. The principal activity tbfs company is renting trading area in Warsaw,
which will be used for opening one restaurant. fHirevalue of net assets acquired is as follows (in
thousands of Polish zloty):

Intangible assets (favourable lease contracts) 495
Cash paid on acquisition 495
Net cash and cash equivalents in subsidiary aatjuire -
Cash outflow on acquisition 495

Doris 2006 Sp. z 0.0. did not start to operate teetbe year-end. Therefore, the hypothetical
acquisition on 1 January 2006 would have no impadsroup’s revenues and profit.

Other transactions

On February 3 rd 2006, the Group acquired furtl bf shares in SCM sp. z 0.0. (Note 31).
Following the acquisition, the Group increasedeitgiity interest in SCM to 45% (compared to
35% as at 31 December 2005).

5 Operating expenses

2006 2005
Depreciation (Note 10) 37 485 30 634
Amortisation (Note 11) 6 108 3817
Food and materials 225 996 177 242
Utilities 22 454 16 906
External services 39111 36 494
Payroll 111 513 86 776
Social security and other employee benefits 26 475 18 740
Operating leases (occupancy costs) (Note 27) 85 04 40 317
Marketing expenses 30 590 25 462
Continuing franchise fees 37 300 29 700
Insurance 1127 2181
Business travel 2 355 1682
Onerous contracts 905 1 668
Initial public offering expenses - 1937
Other 2171 1970
588 630 475 526
Total restaurant expenses 543 924 434 930
Depreciation and amortisation expense (G&A) 3416 2710
Other general and administrative expenses 41 290 5948
Initial public offering expenses - 1937
588 630 475 526
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Impairment costs are as follows: 2006 2005
Impairment of inventory (Note 14) 201 434
Impairment of receivables (Note 15) 376 1934
Total impairment of current assets (working capital S77 2 368
Impairment of assets held for sale 300 2107
Impairment of property, plant and equipment (Na§ 1 2240 626
Total impairment of non-current assets 2540 2733
Total 3117 5101

Impairment losses recognized in 2006 and 2005ar@iamarily to property, plant and equipment
of underperforming restaurants where either a detisas been made to close the restaurant or
the restaurant assets or a portion of the assdtaafly leasehold improvements), were not
considered to be recoverable based on an anafyiituce estimated discounted cash flows. The
estimates of recoverable amount were based oretltaurants value in use, determined using a
discount rate of approximately,9%

6 Other operating income

2006 2005
Management fee 313 985
Sublease income (Note 27) 2 095 2001
Marketing revenues 1 696 1059
Other operating income 1401 2781

5 505 6 826
7 Finance income

2006 2005
Interest income 458 743
Foreign exchange gain, net 4726 -
Waiver of loan from related party (Note 32) 3 396 -
Other 91 608

8 671 1351
8 Finance costs

2006 2005
Interest expense (4 035) (6 472)
Foreign exchange loss, net - (1837)
Other (812) (1 460)

(4 847) (9 769)
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9 Taxation
2006 2005

Current tax (8 613) 960
Change in deferred tax (2 701) 5812
Tax presented in the profit and loss account (1 31 6772
Tax rates applicable to the Company and its sulrsedi are as follows:

Netherlands Polanc Czech Republic Hungan Ukraine
2006 29.6% 19% 24% 16% 20%
2005 31.5% 19% 26% N/a 20%
The deferred tax assets and liabilities were catedl using tax rates as follows:

Netherlands Polanc Czech Republic Hungan Ukraine
2006 29.6% 19% 24% 16% 20%
2005 31.5% 19% 24% N/a 20%

The tax on the Group’s profit before tax differsrir the theoretical amount that would arise
using the weighted average tax rate applicableraditp of the consolidated companies as
follows:

12 month: 12 month:

endel endel
31 December 31 December
2006 2005
Profit before tax 48 956 15 339
Tax calculated at domestic tax rates applicabfgaéts in the
respective countries 9651 5413
Permanent differences (544) (3649)
Utilisation of previously unrecognised tax losses 35 (3941)
Tax loss for current year for which no deferreddagets was
recognised 486 -
Deferred tax asset recognised in the period foripusly
unrecognised tax losses 331 (4 605)
Other differences 355 10
Tax presented in the profit and loss account 10314 (6772)

The weighted average applicable tax rate was 142P42.2005:; 44,3%). The decrease was
caused by a change in the profitability of the @fewsubsidiaries in the respective countries.
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Deferred income tax assets and liabilities areepffghen there is a legally enforceable right to
offset current tax assets against current taxliiegsi and when the deferred income taxes relate
to the same fiscal authority. The offset amoungsaa follows:

2006 200¢

Deferred tax asset
Deferred tax asset to be recovered after moretBanonths 350 857
Deferred tax asset to be recovered within 12 months 8 986 3 83

9 336 1154C

Deferred tax liability

Deferred tax liability to be recovered after mdrart 12 months 40 76(
Deferred tax liability to be recovered within 12 mtias 720 503
760 1 26:

Temporary differences after offsetting includedtire calculation of deferred tax asset and
liability are as follows:

Deferred tax asset Deferred tax liability

31.12.2006 31.12 2005 31.12.20081.12 200

Tangible fixed assets and intangibles 6 867 5760 0 76 126:
Receivables 540 (42) - -
Provisions and other write downs 423 1229 - -
Tax losses 899 4 605 - -
Other differences 607 (13) - -
9 336 11 540 76C 1 26:

Temporary differences before offsetting are aofd:

Deferred tax asset Deferred tax liability

31.12.2006 31.12 2005 31.12.20081.12 200

Tangible fixed assets 6 355 5760 1182 1 26:
Receivables) 540 492 - 53:
Provisions and other write downs 423 1229 - -
Tax losses 899 4 605 - -
Other differences 1629 - 88 13

9 846 12 086 1270 180

Tax losses carried forward as at 31 December 2f&safollows:

Poland 5588
Czech Republic 3335
The Netherlands 2421
Hungary 7 358
Ukraine 1973

20 675
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Year of expiry Tax losses total valudax losses includeith  Tax losses for which
deferred tax asset no deferred tax ass
was recognised

2007 7 467 4730 2737

2008 3123 - 3123

2009 1812 - 1812

2010 2107 - 2107

2011 107 - 107

Without limits 6 059 - 6 059
20 675 4730 15 945

At 31 December 2006, the Group has recognized exréef tax asset relating to 4 730 TPLN of
the above tax loss carry forwards related mainlyPmland” segment, based on its forecasts of
stable future taxable income over the allowabls kery forward period. No deferred tax asset
has been recognized with respect to the remairsirdasses carry forwards related to entities
located in other, than Poland, countries (HungBlstherlands and Ukraine) due to uncertainty
regarding their realization. The Group does notsmer the recognition of these losses as
deferred tax asset in foreseeable future.
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10 Property, plant and equipment

Movements in property, plant and equipment in 2806 2005 can be presented as follows:

Buildings &
restaurar Othel Assets

developmerMachinery & tangible unde
2006 Land assets equipment  Vehicles assetsconstruction Total
Acquisition cost
Balance at 31/12/2005 1124 225866 119 480 688 53383546358 850
Reclassification of operating
lease to finance lease (Note 3) 788 2612 - - 50 - 3450
Balance at 1/1/2006 (restated) 1 912 228 478 119 480 688 5388 6354 362 300
Acquisitions (Note 4) - 3565 1064 113 837 - 5579
Additions - 5802 13028 111 1305 34199 54445
Disposals - (4477) (1516) (210) (846) (1287) (8336)
Transfers between groups - 14904 906 2262 564 (18 600) -
Transfers to assets held for
sale (Note 19) (1004) (3172 - - - - (4176)
Exchange rate differences 38 2774 2489 12 187 217 5717
Balance at 31/12/2006 946 247 874 135451 940 94358830415 529
Accumulated depreciation
Balance at 31/12/2005 - 104023 72209 523 3559 - 18031
Reclassification of operating
lease to finance lease (Note 3) - 620 - - 47 - 667
Balance at 1/1/2006 (restated) - 104643 72209 523 3606 - 180981
Additions - 23477 12844 143 1021 - 37485
Disposals - (2442 (846) (154,  (446) - (3888)
Transfers to assets held for
sale - (315 - - - - (315
Exchange rate differences - 1162 1481 6 133 - 2782
Balance at 31/12/2006 - 126 525 85 688 518 4314 - 4570
Impairment losses
Balance at 1/1/2006 - 5450 - - - 1728 7178
Additions - 2217 - - 23 - 2240
Decreases - (2174) - - - (521) (2695)
Transfers between groups - 32 - - - (32) -
Exchange rate differences - 16 14 - 10 16 56
Balance at 31/12/2006 - 5541 14 - 33 1191 6779
Net book value 1/1/2006 1912 118385 47271 165 1782 62@ 174 141
Net book value 31/12/2006 946 115808 49 749 422 5088 692 191 705
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Buildings &
restaurabMachinery & Othel Assets

developmer equipment tangible unde
2005 Land assets Vehicles assetsconstruction Total
Acquisition cost
Balance at 31/12/2004 1310 212672 108 226 86( 5635 9249 337952
Reclassification of operatin
lease to finance IeasF:e (Notg 3) 796 2636 i i 50 - 348
Balance at 1/1/2005 (restated) 2106 215308 108226  86( 5 685 9249 341434
Acquisition - 6 012 1428 22 242 87 7791
Additional additions - 8072 9 708 - 286 16529 34595
Disposals - (6425) (4326) (194 (1328) (1710) (13983)
Transfers between groups - 12473 4 800 - 503 (17 776) -
Z;Tl;?ﬁ;?etcl) S;'al)ssets held for (183) (6 566) ) ] ] ~(6749)
Exchange rate differences (11) (396) (356) - - (25) (788)
Balance at 31/12/2005 1912 228478 119480 68¢ 5388 6 354 362 300
Accumulated depreciation
Balance at 31/12/2004 - 91156 64980 49(C 4 037 - 160663
Reclassification of operatin
lease to finance IeasF:e (Notg 3) i 494 i i 38 i 532
Balance at 1/1/2005 (restated) - 91650 64980 49( 4075 - 161195
Additions - 18424 11793 91 326 - 30634
Disposals - (3869) (4344 (58) (795) - (9 066)
'SI';Tlgsfers to assets held for _ (1426) ) ] ] ~ (1426)
Exchange rate differences - (136) (220) - - - (356)
Balance at 31/12/2005 - 104643 72209 52: 3 606 - 180981
Impairment losses
Balance at 1/1/2005 - 6 662 - - - 1729 8 391
Additions - 626 - - - - 626
Disposals - (1838) - - - - (1838)
Exchange rate differences - - - - - Q) 1)
Balance at 31/12/2005 - 5450 - - - 1728 7178
Net book value 1/1/2005 2106 116996 43246 37C 1610 7520 171848
Net book value 31/12/2005 1912 118385 47271 16& 1782 4626 174141
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Property, plant and equipment presented below demjtems under finance lease, where the
Group is the lessee:

Other
Land Buildings tangible Total
assets
Acquisition cost at 31/12/2006 827 2738 53 3618
Accumulated depreciation at 31/12/2006 - 787 53 840
Net book value 31/12/2006 827 1951 - 2778
Acquisition cost at 31/12/2005 788 2613 50 3451
Accumulated depreciation at 31/12/2005 - 621 47 668
Net book value 31/12/2005 788 1992 3 2783
2006 2005
Proceeds from the sale of property, plant and eqeiy
and intangible assets 1082 489
Net book value of property, plant and equipment and
intangible assets disposed (1 753) (3 200)
Loss on disposal of property, plant and equipmadt a
intangibles (671) (2 711)
Gain on disposal of assets held for sale (Note 19) 2082 -
Gain/(loss) on disposal of property, plant and pongint,
intangibles and assets held for sale 1411 (2 711)

The net book value of property, plant and equipnused as collateral for borrowings amounted
to 164 152 TPLN.

Depreciation expense has been charged in ‘resta@sgpenses’ — 34 427 TPLN (previous

period: 28 248 TPLN) and in general and administeai{ G&A) expenses — 3 058 TPLN
(previous period: 2 386 TPLN).
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11 Other intangible assets

Intangible assets movements in 2006 and 2005 garebented as follows:

2006

Rights to us

Pizza Hut and Other intangibl
Trademarks Favourable leaseKFC trademarks

assets

Total

Acquisition cost

Balance at 1/1/2006 338 8 389 14851 8843 32421
Acquisitions (Note 4) - 1076 89 42 1207
Additions - - 1280 241 1521
Disposals (349) - (193) (118) (660)
Exchange rate differences 11 - 288 50 349
Balance at 31/12/2006 - 9 465 16 315 9 058 34 838
Accumulated amortisation

Balance at 1/1/2006 39 1377 9642 4979 16 037
Additions 69 2 861 1814 1364 6 108
Disposals (110) - (193) (119) (422)
Exchange rate differences 2 - 147 36 185
Balance at 31/12/2006 - 4 238 11410 6260 21908
Impairment losses

Balance at 1/1/2006 - - 104 104
Additions - - - - -
Disposals - - (4) 4)
Exchange rate differences - - 1 - 1
Balance at 31/12/2006 - - 101 - 101
Net book value 1/1/2006 299 7012 5105 3864 16 280
Net book value 31/12/2006 - 5227 4 804 2798 12 829
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Rights to us

Pizza Hut an Other intangibl
2005 Trademarks Favourable leaseKFC trademarks assets Total
Acquisition cost
Balance at 1/1/2005 - - 13 346 5962 19 308
Acquisitions (Note 4) 342 8 389 - - 8731
Additions - - 1743 3037 4780
Disposals - - (186) (142) (328)
Exchange rate differences (4) - (52) (14) (70)
Balance at 31/12/2005 338 8 389 14851 8843 32421
Accumulated amortization
Balance at 1/1/2005 - - 8 008 4 444 12 452
Additions 40 1377 1837 563 3817
Disposals - - (188) (29) (207)
Exchange rate differences (D - (15) (9) (25)
Balance at 31/12/2005 39 1377 9642 4979 16 037
Impairment losses
Balance at 1/1/2005 - - 104 - 104
Additions - - - - -
Disposals - - - - -
Exchange rate differences - - - - -
Balance at 31/12/2005 - - 104 - 104
Net book value 1/1/2005 - - 5234 1518 6 752
Net book value 31/12/2005 299 7012 5 105 3 864 16 280

There are no intangible assets self-generatedarithtised by the Group.

Amortisation expense has been charged in ‘resthesguenses’ — 5 750 TPLN (previous period:
3493 TPLN) and imeneral and administrative (G&A) expenses - 358 NRhrevious period:
324 TPLN).
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12 Goodwill

Changes in goodwill can be presented as follows:
12 month 12 month
ende ende
31/12/2006  31/12/2005

Acquisition cost

Balance at the beginning of period 4765 -
Additions (Note 4) 18 666 4819
Disposals - -
Exchange rate differences 85 (54)
Balance at the end of period 23516 4765

Impairment losses

Balance at the beginning of period - -
Additions - -
Disposals - -
Exchange rate differences - -
Balance at the end of period - -

Net book value, beginning of period 4765 -
Net book value, end of period 23516 4 765

Goodwill in the amount of 18 666 TPLN (18 524 TPablat 31 December 2006 after adjustments for
negative foreign exchange differences of 142 TPt&lates to the acquisition of American Restaurants
Kft in June 2006, described in Note 4, whereas widlod the amount 4 819 TPLN (4 992 TPLN as
at 31 December 2005 after adjustments for positweign exchange differences of 227 TPLN)
relates to the acquisition of miklik's food s.liroMay 2005.

Impairment tests for cash-generating units contagrgoodwill

As the restaurants acquired in the acquisition ddik's food s.r.o. were converted to KFC
restaurants and are operated by the same managemenas the Group’s other KFC restaurants
in the Czech Republic, the Czech Republic busineseonsidered to be a group of cash
generating units expected to benefit from the syimerof combination. This group of cash
generating units is consistent with the Companyéportable segment as determined in
accordance withAS 14

Segment Reporting.

The recoverable amount of the cash generatingwastbased on a calculation of value in use.
This calculation uses cash flow projections basegast performance and expectations for the
market development and the five-year business @lapre-tax discount rate of approximately
10.9 per cent has been used in discounting theqisg) cash flows. Budgeted operating margin
was assumed at the level of about 8% and growth uséd to extrapolate cash flow beyond
budget period was 5%. Similar assumptions weretést for impairment of goodwill on
acquisition of American Restaurants Kft. See alsteNB3.
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13 Other non-current assets

The other non-current assets balance at 31 Dece2®@® and 31 December 2005 are
summarized in the table below:

2006 200t

Rent prepayments 13 308 13 58¢
Rent deposits 3 869 5117
Other 549 104
17 726 1975C

14 Inventories

Inventories at 31 December 2006 and 31 Decembés @dprise primarily food and packaging
materials used in restaurant operations. Inverg@rie stated net of provisions. The balance of
provisions amounted to 795 TPLN and 594 TPLN a3laDecember 2006 and 31 December
2005, respectively. In the 12 months period ende®&cember 2006 the amount of provisions
created was 201 TPLN (previous period: 434 TPLNQtéN3, 5). Inventories with a value of
6 383 TPLN (31 December 2005: 5 973 TPLN) are pteldgs security for loan received from
ABN Amro Polska (Note 21).

15 Trade and other receivables

2006 200t
Trade receivables - third party 9 805 7 57
Trade receivables - related parties (Note 32) 93 103¢
Other taxes receivable 3 853 6 79
Other receivables 1379 1 34¢
Provisions for receivables (3670) (3288
11 460 13 83

16 Other current assets
2006 200t
Prepaid utilities 2420 377
Prepaid rent 1926 117¢
Prepaid insurance 293 71t
Other 1337 11F
5976 2 38(
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17 Cash and cash equivalents

The cash and cash equivalents balance at 31 Dece?il and 31 December 2005 are
summarized in the table below:

2006 200¢
Cash at bank 14 344 26 27
Cash in hand 10 897 5 29¢

25241 3157t

18 Held-to-maturity financial assets

The Group purchased held to maturity financial &séeertificates of deposits) on November
2006 for the amount of 9 954 TPLN with a maturityJanuary 2007. The balance sheet value of
the investment amounted to 9 984 TPLN. Effectivierest rate was 4,59%. The maximum
exposure to credit risk of this investment appraties to its balance sheet value. The Group
considers credit risk of these investment to be/ Vew as these instruments were issued by
companies with a very good financial position.

In January 2007 held-to-maturity financial assesgured and the cash was received.

19 Assets held for sale

In 2006 the Group sold two restaurants in Polaadsified as at 31 December 2005 as assets held for
sale, for a total amount of 5 000 TPLN.

2006 2005
Proceeds from the sale of assets held for sale 05 00 -
Net book value of assets held for sale disposed 218 -
Gain on disposal of assets held for sale 2082 -

As at 31 December 2006 the Group reclassified esiaurant building to assets held for sale, as it
entered into preliminary agreement with unrelateiyeto sell the building. The transaction is extpd

to be concluded by the end of April 2007. Uponassification, the carrying amount amounted to 3 861
TPLN.

Non-current assets held for sale belong to the rggtiral segment ,Poland”.

20 Equity
Share capital

As stated in Note 1(a), on 27 April 2005 r. thersBaof AmRest Holding N. V. commenced
trading on the Warsaw Stock Exchange in Poland.

As of 31 December 2006, there are 13 500 000 slsseed and outstanding. All issued shares
are fully paid. The authorized shares are 15 O0@0sb@res.
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The holders of ordinary shares are entitled toivecgividends as declared from time to time and

are entitled to one vote per share at shareholdetings of the Company.

Other reserves

Other reserves of 6 191 TPLN relates to the nomadsdble contribution, without the issuance of

new shares, made by the shareholders of the Grefopelthe IPO on WSE.

Translation Reserve

The translation reserve comprises all foreign emgbadifferences arising from the translation of
the financial statements of foreign operationshef€Company into PLN.

21 Interest-bearing loans and borrowings

The table below presents interest-bearing loansbambwings at 31 December 2006 and 31

December 2005:

Non-current

Bank loans

Third party interest-bearing borrowings — YUM! (H@&2)
Related party interest-bearing borrowings - IRI {N82)

Current

Bank loans

Bank loans

PLN
PLN
CzZK

Bank loans comprise mainly investments loans bgdtoating interest rates based on PRIBOR
and WIBOR. Contractual reprising of bank loans amérest rate risk is on a monthly basis

BPH-PBK
ABN Amro Bank
ABN Amro Bank

(changes in WIBOR and PRIBOR).

According to the loan agreement with ABN Amro Bawk/. dated 4 April 2005, the Group is

required to maintain certain financial ratios asdfied in the agreement. These include net debt
index, (the ratio of net debt to EBITDA), interestverage and the balance sheet structure (the
net fixed assets defined as total consolidatedetpss net intangible assets and the net goodwiill

to total assets).

2006 2005

72 140 77 381

- 1332

- 1727

72 140 80 440

2006 2005

918 18 321

918 18 321
Effective interest rate 2006 2005
6,62 % 918 1 466
5,02 % 24 778
3,42 % 72 140 69 458
73 058 95 702
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Please refer to Note 28 for details regarding sgcpledged for the above loans.

Loans from non-related parties

Effective interest rate 2006 2005
usD YUM! 8.00% - 1332
Loans from related parties

Effective interest rate 2006 2005
usD IRI 8.00% - 1727

Settlement of loans from YUM! and IR| was descrilieélote 32.

Effective interest rates are similar to market gdtw given types of loans. Therefore fair value
of presented above liabilities is not significardifferent from carrying amounts.

Maturity of long term loans as at 31 December 2@068 31 December 2005 are presented
below:

2006 2005

Between 1-2 years 13 741 38 071
Between 2-5 year 41 223 42 369
Over 5 years 17 176 -
72 140 80 440

The Group has the following undrawn borrowing fiéiel$ as at 31 December 2006 and 31
December 2005:

2006 2005

Floating rates
- expiring within one year 10 202 3784
- expiring after one year 23831 29 342
34 033 33126

22 Employee benefits
Employee benefits consist of long term service benand two share option plans.
Long term service employee benefits

In accordance with the Company’s employment reiguist certain employees have the right to
jubilee payments for long-term employment in acanog with the Group’s employment regulations.
These employees receive a lump sum in local cyrregaivalent to USD 300 after the completion of
5 years of employment and a lump sum in local oggreequivalent to USD 1 000 after the
completion of 10 years of employment. The Grouprhade an accrual of 913 TPLN for the jubilee
obligation as of 31 December 2006 and 791 TPLNf &l december 2005. Actuarial assumptions:
discount rate: 7.7 and expected turnover % per §8a

Stock option plan 1
The Plan was set up in 1999 and initially setttkedash. It related to the Group’s key employees.
Upon the Group’s IPO on 27 April 2005, the plan wasverted to settled in shares instead of
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cash. Additionally all obligations under the plaeres assumed by ARC (See Note la). ARC
assumed responsibility for the option settlements wmployees (vested and not vested upon
IPO). The value of liability in the amount of 1 9ZRLN was transferred to the equity.

Stock option plan 2

In April 2005, the Group established an employeelsbption plan for key employees, settled in
shares. The total number of shares to which optwaggranted is determined by the Board but
cannot exceed 3% of the total outstanding shaneaddlition, the number of shares acquired by
employees from options exercised is limited to @00,annually. Under the plan, the Company,
upon prior Board approval, is entitled to determiamong other matters, participating

employees, number of options granted and the glatet The option price and the vesting period
will generally be the closing share price at théapgrant date and carry either a 3 or 5 year
vesting period. The stock option plan was apprdwedhe Board of Directors. The terms and
conditions of the grants are as follows:

Grant date Number of Vesting conditions exercise price in Contractual life
options granted PLN of options
Plan 1
at 30 April 1999 75 250 years, graded, 20% per year 6.4 10 years
at 30 April 2000 53 75 years, graded, 20% per year 25.6 10 years
at 30 April 2001 76 300 years, graded, 20% per year 25.6 10 years
at 30 April 2002 74 600 years, graded, 20% per year 16.0 10 years
at 30 April 2003 55 10@ years, graded, 20% per year 16.0 10 years
at 30 April 2004 77 80 years, graded, 20% per year 19.2 10 years
Total 412 800
Plan 2
At 30 April 2005 79 3005 years, graded, 20% per year 24.0 10 years
At 30 April 2006 75 0005 years, graded, 20% per year 48.4 10 years
Total 154 300

The number and weighted average exercise priceshafe options for the year ended 31
December 2006 and 31 December 2005 are as follows:

2006 2005
Weighted Number of Number of Weighted Number of Number of
average options options average options options
exercise price Plan 2 Plan 1 exercise price Plan 2 Plan 1
Outstanding beginning
of the period PLN 20.6 79 300 203 900 PLN 18.9 - 342 210
Exercised during the
period PLN 18.3 - (9 140) PLN 18.5 - (138 310)
Forfeited during the
period PLN 19.7 (2900) (12 560) - - -
Granted during the
period PLN 48.4 75 000 - PLN 24.2 79 300 -
Outstanding, end of the
period PLN 26.9 151 400 182 200 PLN 20.6 79 300 203 900
Exercisable at the end
of the period PLN 20.0 15760 146660  PLN 19.5 - 146 773
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The fair value of services received in return floare options granted are measured by reference
to the fair value of share options granted. Thamede of the fair value of the services received is
measured based on a trinominal tree model and Moatky model. The contractual life of the
option (10 years) is used as an input into this eho&xpectations of early exercise are
incorporated into models.

Fair value of stock options and performance pgdittdon plan units and related assumptions are
summarized below:

Granted in the Granted in the period Granted till the
period from from 1/1/2005 to 31/12/2005 end of 2004
1/1/2006 to
30/12/2006
Plan 2 Plan 2 Plan 1 Plan 1
Average fair value at grant date PLN 15.5 PLN 8.9 PLN 6.8 PLN 6.6
Average share price at grant PLN 48.3 PLN 25.7 n/a n/a
date/date of valuation
Average exercise price PLN 48.3 PLN 24.0 PLN 18.6 PLN 18.6
Expected volatility (expressed as 31% 40% 40% 40%
weighted average volatility used
in the modelling under the
trinomial tree model)*
Expected option life (expressed as 9.9 years 9.9 years 7.0 years 7.5 years
weighted average life used in the
modelling under the trinomial tree
model
Expected dividends (commencing 18.8% 18.8% 19.4% 19.4%
2008)
Risk free interest rate (based on 4.98% 4.5% 4.5% 5.8%
interbank interest rates)
* Prior to 2006 the Company had no history of pulgimtations on WSE and the expected volatility for

options granted before 2006 was based on the iistolatility of comparable companies operatingtha
WSE (calculated based on the weighted average mémalife of the share options), adjusted for any
expected changes to future volatility due to puplavailable information. For options granted irDBCfair
value at grant date was based on actual volatifityuotations of the Company.

Share options are granted under a service condifibere are no market conditions associated
with the share option grants.

Expenses recognized related to share-based paymlms in 12 months period ended 31
December 2006 and 31 December 2005 respectivelyheaummarized as follows:

2006 2005
Value of employee services 497 203
497 203
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23 Provisions

The tables below present a roll forward of provisio

Translatiol
31 December 2006 01.01.200&\dditions Used Released reserve 31.12200¢
Onerous lease contracts 3150 909 (323) (449) 35 3322
Provision for legal
claims 1540 703 - - - 2 243
4 690 1612 (323) (449) 35 5565
31 December 2005 01.01.2005 31.12.2005
Onerous lease contracts 1482 1668 - - - 3150
Other 1540 - - - - 1540
3022 1668 - - - 4 690

Provision for onerous lease contracts

As at the balance sheet date the Group recognisedsion for loss making lease contracts. The
contracts are mainly related to locations, whem® &roup does not operate restaurants but
subleases locations to other entities at unfavéeratnditions. Provision was calculated using
10.9% discount rate. The increase of discountbwgt£0% (from 10.9% to 12%) would result in
a decrease of provision by 25 TPLN.

Reserve for legal claims

From time to time, the Group is involved in routiitegation and proceedings during the normal
course of business. As of the balance sheet deteGtoup has recorded the provision for legal
claims in amount, which represents the Group’s bseimate of the probable loss expected to
result from such litigations or proceedings. Th@wpr created in the current period a provision
in the amount of 703 TPLN.

24 Other non-current liabilities

Other non-current liabilities comprise mainly nament portion (current portion — Note 25) of
deferred income from advertising services provittedne of the Group’s suppliers (non-related
party). The Group has received in advance a cashrreration of 750 TUSD for advertising

services which are to be rendered over 5 year®gestarting 1 January 2006. Non-current
portion of deferred income in relation to that amima to 1 521 TPLN and 2 027 TPLN at 31
December 2006 and 31 December 2005, respectively.
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25 Trade and other accounts payable

Trade and other accounts payable balance at 31nibere2006 and 31 December 2005 is
summarized in the table below:

2006 2005
Accounts payable to third parties: 60 947 46 341
Trade payables 43119 31 502
Uninvoiced rent and deliveries for restaurants g 42 5133
Payables to employees 5162 3911
Social insurance liability 3447 2378
Other taxes payable 1711 2 26b
Advance payment received for sale of premises - aL 00
Deposit received 80 152
Accounts payable to related parties (Note 32) 3404 1851
Accruals: 7 335 4 667
Bonuses to employees 3 669 2 668
Marketing services - -
Unused holidays 1362 939
Professional services 2 255% 101p
Other 49 45
Deferred income current portion (Note 24) 800 507
Social Fund 481 532
Other accounts payable to third parties 2481 998
75 448 54 896
26 Finance lease liabilities
Finance lease liabilities — present value of liabil
2006 2005
No later than 1 year 68 45
Later than 1 year, no later than 5 years 413 272
Later than 5 years 2913 2 965
3 39¢ 3282
Finance lease liabilities — minimum lease payments:
2006 2005
No later than 1 year 669 1211
Later than 1 year, no later than 5 years 2 657 2 486
Later than 5 years 5972 5 802
Total minimum lease payments 9 298 9 499
Future finance charges on finance leases (5 904) (6 217)
Present value of finance lease liabilities 3394 3282

The above finance lease liabilities relate to costract — see Note 2 for details.
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27 Operating leases

The Group has numerous non-cancellable operatagpde primarily for the rental of restaurant
locations. Rental contracts for restaurant locatiare typically concluded for a period of ten
years, subject to certain minimum notice periodscémcellation.

Future minimum payments relating to non-cancellalplerating leases at 31 December 2006 and
31 December 2005 are as follows:

2006 2005
No later than 1 year 38914 35 382
Later than 1 year, no later than 5 years 142 434 117 556
Later than 5 years 107 925 97 190
Total minimum lease payments 289 273 250 128

For numerous restaurants (mainly for those locatstiopping malls) the rental fees are composed
of a fixed fee and a fee contingent on the revenfi¢ise restaurant. The contingent fee typically
represents 2.5% to 9% of restaurant sales. Opgrédase expenses (divided into fixed and
contingent part) for the 12 months period ended8tember 2006 and 2005 respectively are as
follows:

2006 2005
Fixed part Contingent Total| Fixed part Contingent Total
part part
Czech Republic 12 565 1605 14 170 10 692 1 896 12 588
Hungary 1445 303 1748 - - -
Poland 18 651 10471 29 122 20915 6 814 27 729
32 661 12 379 45 040 31 607 8710 40 317

The Group also is also a party of sub-operatingdsaRevenues from such contracts are as
follows:

2006 2005
Czech Republic 83 -
Hungary 35 -
Poland 1977 2001

2 095 2001

As at 31 December 2006 future revenue relating toimum lease payments under non-
cancellable sublease agreements amount to 2 08X.TPL

28 Loan security

Loans are secured by various means of pledge amtbage on tangible fixed assets and
inventories — see Note 10 and 14 respectively.
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29 Earnings per share

Basic and diluted earnings per ordinary share lierttvelve months ended 31 December 2006
and 31 December 2005 are calculated as follows:

2006 2005
Net profit attributable to shareholders of the pare 38 642 22111
Ordinary shares at 1 January 13 500 000 10 000 000
Effect of shares issued - 2387671
Effect of stock options granted 36 130 -
Weighted average number of ordinary shares 13 386 112 387 671
Basic earnings per share 2.86 1.78
Diluted earnings per share 2.85 1.78

The effect of potential ordinary shares resultirapt stock options granted is slightly dilutive. It
relates mostly to options granted in 2005.

30 Commitments and Contingencies

Under the signed franchise agreements, the Grougt fmom time to time upgrade, modify,
renovate or replace all or part of its restaurantany of their fittings, fixtures or signage oryan
of the equipment, systems or inventory used inréstaurant in order to maintain compliance
with the relevant franchisor’s then current staddaiDuring each of the initial term and the
renewal term, if any, the franchisor may not reguimore than two comprehensive
refurbishments of all fittings, fixtures, sighagguipment, systems and inventory in the “front-
of-house” area of each restaurant to then curramdards and more than one comprehensive
refurbishment of all fittings, fixtures, signageugpment, systems and inventory in the “back-of-
house” area of each restaurant. The Group estirttagesost of upgrades at 1.5 percent of annual
restaurant sales in future periods.

31 Investments in associates
Changes in investments in associates can be peesasfollows:

12 months ended 31 12 months ended
December 2006 31 December 2005

At the beginning of the period 574 80
Acquisition of shares 10 35
Share of profit of associates 673 459
At the end of the period 1221 574
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The Group’s investments in associates, all of whihunlisted, and their main financial data are
as follows:

. Couniry of . profiy . °Of

Name of associate incorpora- Assets Liabilites  Revenues interest
tion (loss) held

31 December 2006
Worldwide Communication
Services LLC USA 156 82 - (83) 33.33
Global Communication Services
Sp. z 0.0. in liquidation Poland 41 98 - (7 33.33
Synergy Marketing Partners
Sp.zo.0 Poland 2 758 2 664 19 525 18 26.66
Red 8 Communications Group
Sp. z 0.0. Poland 2410 882 10 458 445 17.33
Synergy Marketing Partners s.r.o. Czech 664 653 775 a7 24.00
SCM Sp. z 0.0 Poland 2518 301 4 602 1481 45.00
31 December 2005
Worldwide Communication
Services LLC USA 265 91 230 357 33.33
Global Communication Services
Sp. z 0.0. in liquidation Poland 51 100 173 (28) 33.33
Synergy Marketing Partners
Sp.zo.0 Poland 3307 3100 19 844 126 26.66
Red 8 Communications Group
Sp. z 0.0. Poland 1594 511 11 620 538 17.33
Synergy Marketing Partners s.r.o. Czech 655 626 - - 24.00
SCM Sp. z 0.0 Poland 927 191 1538 636 35.00

32 Related parties

Trade and other receivables from related parties:
31 December 2006 31 December 2005

MPI Sp.z o.0. 26 474
American Retail Concepts 11 -
American Retail Systems Sp.z o.0. - 8
Associates 56 556

93 1038

Trade and other payables to related parties:
31 December 2006 31 December 2005

American Retail Concepts 556 -
American Retail Systems Sp.z 0.0 161 110
Associates 2 687 1741

3404 1851
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Loans granted by related parties:
31 December 2006 31 December 2005

International Restaurants Investments, LLC - 1727
Associates - -
- 1727

Sales of goods and services:
12 months ended 12 months ended
31 December 2006 31 December 2005

MPI Sp. z o.0. 26 41
American Retail Concepts 84 214
Associates 72 521

182 776

Purchases of goods and services:
12 months ended 12 months ended
31 December 2006 31 December 2005

YUM! - 8 705
MPI Sp. z o.0. 281 198
American Retail Concepts 3116 4 862
American Retail Systems Sp. z o.0. 1609 3460
Associates 18 193 19 010

23 199 36 235

Intangible assets purchased — rights to use PizzauHand KFC trademarks (initial fees):
12 months ended 12 months ended
31 December 2006 31 December 2005

YUM! - 119
- 119

Key shareholder and its related parties

ARC

As described in the note 1 (a) at 31 December 20086Group’s largest and key shareholder
remains IRI of the United States with a 37.50% awhip interest. IRl is a wholly-owned
subsidiary of ARC of the United States.

ARC was founded by Donald M. Kendall, Sr., Donald Kendall, Jr. and Christian R.
Eisenbeiss, who serve as Supervisory Board menalbéine Group and Henry J. McGovern who
iIs a Management Board member and the senior executanaging the operating businesses in
Poland and the Czech Republic.
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The current ownership structure of ARC is showthmtable below:

Percent Ownership

Donald M. Kendall, Sr. 3(00%
Donald M. Kendall, Jr. 18.25%
Christian R. Eisenbeiss 28.36%
Henry J. McGovern 22.49%
David A. Bobilya 0.90%

The Group also received management and consultsersjces provided by ARC on a non-
exclusive basis for the Group’s Czech and Poligtrating entities. The major obligation is for
ARC to provide management services including patfiregsalaries and certain other expenses of
certain members of the Group’s management teaneselkalaries and services are invoiced to
the Group’s subsidiaries monthly. The professiofeg#s paid by the Company and its
subsidiaries to ARC amounted to 3 116 TPLN and 2 BE&LN for the period ended 31
December 2006 and 31 December 2005, respectively.

Additionally the Group recognised as at 31 Decent#t@6 r. a provision for costs of 1 611
TPLN relating to consultancy services provided BQin 2006.

Starting from 27 April 2005, ARC assumed obligasidar the settlement of Stock Option Plan 1
(See Note 22).

ARS, MPI

The Group leases three restaurant properties frorerigan Retail Systems Sp.z 0.0. (ARS) at
market rates consistent with the lease terms andiwons in its restaurant leases with third
parties.

As at 31 December 2006 r. the Group recogniséts iconsolidated balance sheet prepayments
for rent amounting to 10 500 TPLN (the same amasnat 31 December 2005) made on behalf
of ARS in connection with concluded lease contrémtgl restaurants for ten-year period starting

in 2007 (See Note 13).

The Group’s offices in Wroclaw are also locatedihuilding owned by ARS and Metropolitan
Properties International Sp. z 0.0. (MPI), a conypanned by Henry McGovern.

The rent and other costs paid by the Group anduitsidiaries to ARS was 1 609 TPLN and
3460 TPLN for the year ended 31 December 20063aridecember 2005, respectively.

The rent and other costs paid to the company owgadenry McGovern — MPI was 281 TPLN
and 198 TPLN for the year ended 31 December 2060@arDecember 2006, respectively.

The Group payables in respect of the above mertitnamsactions amounted to 161 TPLN and
110 TPLN as at 31 December 2006 and at 31 Decedfiliér, respectively.

YUM!

YUMI! ceased being a related party on 27 April 2Q@®n listing of the Group on WSE (see
Note 1). Till 27 April 2005 the Group had signifitarelated party transactions with YUM!,

including loans and related interest expense akaséhitial franchise fees, continuing franchise
fees, professional fees and franchise renewal ¥édae of the transactions within a period from
1 January to 27 April 2005 amounted to 9 109 TPLN.
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1 January 2005
- 27 April 2005
Intangible assets purchased — rights to use Pintamt KFC trademarks
(initial fees) (see Note 1 (f)) 119
Continuing franchise fees (see Note 1 (f)) 8 705
Interest expense 285
Total 9 109

On 1 April 2006, waiver of loans from IRl and YUMbme into force, based on loan waiver
agreements signed by IRl and dated September @@6, 2 he agreements covered loans granted
to the Group by IRI and YUM! in previous years. T¢wrying amount of these loans upon 1
April 2006 was 3396 TPLN. As at 31 December 20&%rying amount of these loans was
3059 TPLN (1332 TPLN (YUM!) and 1 727 TPLN (IRD)$hortly before the waiver, YUM!
transferred its receivables related to the loaiiRtoAs loans were waived, the Group recognised
in current period a profit in the amount of 3 39BLN which was presented as finance income
(See Note 7).

Associates
Wordwide Communication Services LLS

Wordwide Communication Services LLS (WCS) Groupvides marketing services to the
Group. Amounts billed by WCS to the Group (maintyough its subsidiary — Synergy
Marketing Partners Sp. z 0.0.) for the years erledecember 2006 and 31 December 2005
amounted to 17 919 TPLN and 19 009 TPLN, respdygtive

Transactions with key management personnel

As noted above, certain members of key managemex¢c(tive board members) are
compensated directly by ARC with ARC rebilling tBeoup. Key management (members of the
management board of AmRest Holdings N.V.) remuimrgpaid directly by the Group is as

follows:

12 months ended 12 months ended

31 December 2006 31 December 2005
Supervisory board members 120 -
Including variable element - -

Management board (executive board members) 1206 7201
Including variable element - -

Executive board members also participated in sbptien programs (see Note 21). Share based
payment expense which relates to key managementragwto 76 TPLN and 24 TPLN in the
years ended 31 December 2006 and 31 December 288pectively. Options granted to
executive board members are as follows:

31 December 2006 31 December 2005

Number of options granted 117 000 107 000
Number of options vested 83 400 74734
Fair value of options upon grant date 918 300 PLN 763 300 PLN

Management remuneration paid by ARC for servicesleeed to the Group amounted to PLN
3282 TPLN and 3 383 TPLN in the years ended 3leber 2006 and 31 December 2005,
respectively. At 31 December 2006 there were nongibments to former employees.

51



AmRest Holdings N.V.

Notes to the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise std)

33 Critical accounting estimates and assumptions
Key sources of estimation and uncertainty

Estimates and judgements are continually evaluatedare based on historical experience and
other factors, including expectations of futurerggethat are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions congettmenfuture. The resulting accounting
estimates will, by definition, seldom equal theatet actual results. The estimates and
assumptions that have a significant risk of causimgaterial adjustment to the carrying amounts
of assets and liabilities within the next financiadar relate mostly to goodwill impairment,
tangible fixed assets impairment and depreciapoovisions and deferred tax.

Estimated impairment of goodwiill

The Group tests annually whether goodwill has seffeany impairment, in accordance with the
accounting policy presented in Note 1n. The recaeramounts of cash-generating units have
been determined based on value-in-use calculatisee Note 12). No impairment was
recognised in relation to goodwill existing at 3&dember 2006 and 31 December 2005. The
10% change of discount rate percent (from 10,9%42%) or the 10% change of operating
cashflow, would not result in impairment charge.

The goodwill additions in 2006 related to acqusitiof Kentucky System Kft (See Note 4 and
12) were tested for impairment as at 31 Decemb@8.20

Estimated impairment of tangible fixed assets
See Note 10 for details
Estimated depreciation rates

The increase of average useful lives by 10% woetdlt in a decrease of depreciation expense
for the year ended 31 December 2006 by approxign@t@D0 TPLN.

Provisions
Uncertainty and estimates described in Note 23.
Deferred taxes

Uncertainties and judgments in deferred tax comjmrtarelate mostly to the recognition of
deferred tax asset on tax losses carry forward Ne¢e 9 for details.

Judgments

The most critical judgments relate to lease clasgibn - see Note 1f, 2, 26, 27 and recognition
of deferred tax asset on tax losses carry forwarte N.

34 Financial risk and risk management

The Group’s activities expose it to a variety ofaincial risks: market risk (including currency
and interest rate risk), liquidity risk and to mnified degree credit risk. The Group’s overall risk
management program focuses on the unpredictabfiifinancial markets and seeks to minimize
potential adverse affects on the Group’s finaneéaformance.

Risk management is carried out under policies agurdy the Board of Directors.
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Credit risk

Financial instruments that potentially subject Gwup to concentrations of credit risk consist
principally of cash and cash equivalents, receaslind held-to-maturity financial assets (Note
18). The Group places its cash and cash equivalerfisancial institutions with high credit
ratings. There are no significant concentrationsrefdit risk with respect to trade and other
receivables as sales are primarily made in cashicomajor credit card. Maximum amount
exposed to credit risk is 20 265 TPLN.

Interest rate risk

The Group’s interest-bearing borrowings typicalgabfloating interest rates (see Note 21). As
at 31 December 2006 the exposure to interest aate ftow risk is not hedged.

Foreign currency risk

The Group is exposed to foreign currency risk agsirom various currency exposures,
primarily with respect to the USD, Euro and Czecdbvi. Foreign exchange risk arises from
future commercial transactions, recognized asswlsliabilities and net investments in foreign
operations. In addition, the rent due on a sigaiftcportion of the Group’s restaurant leases is
indexed to US dollar or euro exchange rates. Alghotlne Group seeks where possible to agree
rents in local currency, many lessors still requieats to be indexed to euro or US dollar
exchange rates.

In order to minimize exposure to foreign currenisk,ramong other things, the Group aims to
reduce the impact of short-term fluctuations. Querlong term, however, permanent changes
in the foreign exchange and interest rates wowe laa impact on consolidated earnings.

The Group has certain investments in foreign opmrat the Czech and Hungary subsidiaries,
whose net assets are exposed to foreign curresaglation risk.

The Group does not use derivatives on a reasosaale to manage currency risk.

Liquidity risk

Prudent liquidity risk management implies maintainsufficient cash and cash equivalents and
the availability of funding through an adequate antaf committed credit facilities.

Fair value of financial instruments

Details of the fair values of the financial instremts for which it is practicable to estimate such
value are as follows:

e Cash and cash equivalents, short-term bank depasils short-term bank credits. The
carrying amounts approximate fair value becaugbeshort maturity of these instruments.

« Trade accounts receivable, other accounts receyadtcounts payable and accrued
liabilities. The carrying amounts approximate feiue because of the short-term nature of
these instruments.

« Non-current interest bearing loans and borrowifigee carrying amounts approximate fair
value due to the variable nature of the relatedrast rates, which are not substantially
different from market conditions.
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35 Events after the Balance Sheet Date

* On January 25th 2007, preliminary non-binding meandum of understanding was signed
between AmRest and Starbucks Coffee EMEA B.V. (18teks”). The memorandum
relates to a possible cooperation in opening aretating Starbucks restaurants by a joint-
venture of AmRest and Starbucks.

e« On March 8th 2007, a development agreement waslued with Burger King Europe
GmbH, providing for opening and operating franctigurger King restaurants in Poland.
The details regarding the agreement are presentéppendix 1. The first restaurant is
scheduled to be opened in the second quarter af 200

¢ On March 9th 2007, AmRest reported on the genemahd and conditions of franchise
agreements to be concluded with Burger King Eut@p@hH each time a new Burger King
restaurant is opened.

e On March 16th 2007, AmRest reported on obtainingeptance of Yum!, the franchisor of
KFC and Pizza Hut brands, regarding opening andatipg restaurants under these brands
in Bulgaria. As the Yum! brands are present onBhégarian market, where 11 KFC and
Pizza Hut restaurants are now operating, AmRest doehold exclusivity rights to operate
such restaurants. In the initial phase of the itnaeat project in Bulgaria, the Company
focused on the development of KFC restaurants.fifsteKFC restaurants are to be opened
by the end of 2007. Obtaining Yum!'s acceptancaristher key step in the pursuit of the
AmRest Group’s strategy to strengthen the Groupasket position in Central and Eastern
Europe.arch 9th 2007, AmRest reported on the getemas and conditions of franchise
agreements to be concluded with Burger King EutGp®H each time a new Burger King
restaurant is opened.
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