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AmRest Holdings N.V.

Consolidated | ncome Statement

for thetwelve months ended 31 December 2007 and 31 December 2006

Note
in thousands of Polish Zoty
Restaurant sales 3
Restaurant expenses: 5

Cost of food

Direct marketing expenses

Direct depreciation and amortization expenses
Payroll and employee benefits

Continuing franchise fees

Occupancy and other operating expenses
Total restaurant expenses

Gross profit on sales

General and administrative expenses (G&A)
Depreciation and amortization expenses (G&A)

Other operating income
(Loss)/gain on disposal of property, plant and poent and intangibles 10

Impairment losses 5
Operating profit

Finance income 3,7
Finance cost 3,8
Share of profit of associates 3,30
Profit before tax 9

Income tax expense 3,9

Profit for the period

Attributable to:
Minority interest
Equity holders of the parent

Basic earningsper sharein Palish zloty 28
Diluted earnings per sharein Polish zloty 28

2007 2006
(restated)
853 355 629 32¢
(284 332) (210 926)
(38 991) (30 590)
(49 388) (40 177)
(163 017) (119 331)
(50 244) (37 300)
(148 486) (105 600)
(734 458) (543 924)
118 897 85 402
(54 587) (41 434)
(2 809) (3416)
8 441 5 505
(1 155) 1411
(1708) (3117)
67 079 44 351
3682 8671
(7 963) (4 847)
1132 637
63 930 48 812
(15 237) (10 287)
48 693 38525
291 59
48 402 38 466
3.50 2.85
3.47 2.84

Consolidated income statement should be analyzed together with the accompanying notes to the consolidated financial statements.



AmRest Holdings N.V.

Consolidated balance sheet

as at 31 December 2007 and 31 December 2006

in thousands of Polish Zloty
Assets

Property, plant and equipment
Goodwill

Other intangible assets
Investment in associates
Other non-current assets
Deferred tax asset

Total non-current assets
Inventories

Trade and other receivables
Corporate income tax receivables
Other current assets
Held-to-maturity assets
Cash and cash equivalents
Assets held for sale

Total current assets

Total assets

Equity

Share capital

Reserves

Accumulated deficit

Profit for the period
Translation reserve

Equity attributable to shareholders of the parent

Minority interest

Total equity

Liabilities

Interest-bearing loans and borrowings
Finance lease liabilities

Employee benefits

Provisions

Deferred tax liabilities

Other non-current liabilities

Total non-current liabilities
Interest-bearing loans and borrowings
Finance lease liabilities

Trade and other accounts payable
Income tax liabilities

Total current liabilities

Total liabilities

Total equity and liabilities

Note

10
12
11
3,30
13

14
15

16
17
17
18

19

20
25
21
22

23

20

25
24

2007 2006
(restated)
263 487 191 705
155 353 23516
13 955 12 829
2353 1221
47 952 17 726
12 279 9 802
495 379 256 799
11 594 8 134
16 733 11 460
403 -
11 621 5976
- 9984
46 873 25241
- 3861
87 224 64 656
582 603 321 455
544 519
320532 219 137
(58 917) (97 383)
48 402 38 466
(23 454) (4 943)
287 107 155 796
4 316 79
291 423 155 875
124 146 72 140
4160 3326
1221 913
2820 5 565
2216 760
1275 1721
135 838 84 425
38552 918
1442 68
111 550 77 903
3798 2 266
155 342 81 155
291 180 165 580
582 603 321 455

Consolidated balance sheet should be analyzed together with the accompanying notes to the consolidated financial statements.



AmRest Holdings N.V.

Consolidated statement of cash flows
for thetwelve months ended 31 December 2007 and 31 December 2006

Note 2007 2006
in thousands of Polish Zloty (restated)
Cash flows from operating activities
Profit before tax 63 930 48 812
Adjustments for:

Share of profit of associates 30 (1132) (637)
Amortization 11 6198 6 108
Depreciation 10 45 999 37 485
Interest expense, net 7.8 3655 3577
Foreign exchange gain, net 7 (2 167) (4 726)
Loss/(gain) on disposal of property, plant, equiptrand intangibles 10 1155 (1411)
Impairment of assets 5 1694 2540
Equity—settled share based payments expenses 21 1433 497
Waiver of loan from a related party 7 - (3 396)
Working capital changes:
Change in receivables 1838 7643
Change in inventories (1 995) (772)
Change in other assets (8 858) (2 344)
Change in payables and other liabilities 26 484 14792
Change in other provisions and employee benefits (3 855) 997
Income taxes paid (12 500) (5 580)
Interest paid (3 655) (3577)
Other (4 141) 545
Net cash provided by operating activities 114 083 100 554
Cash flows from investing activities
Acquisition of subsidiaries, net of cash acquired 4 (71 270) (20 730)
Proceeds from the sale of property, plant and egeiipt and intangible assets0 520 1082
Proceeds from the sale of assets held for sale 18 4000 5000
Proceeds from held-to-maturity debt securities 17 9984 -
Acquisition of property, plant and equipment 10 (99 262) (54 445)
Acquisition of intangible assets 11 (6 307) (1521)
Acquisition of held-to-maturity financial assets - (9 954)
Acquisition of investments in associates 30 - (10)
Net cash used in investing activities (162 335) (80578)
Cash flows from financing activities
Proceeds from borrowings 77 000 4179
Repayment of borrowings (3 760) (30 111)
Repayment of finance lease (2 881) (112)
Net cash provided by/(used in) financing activities 70 359 (26 044)
Net changein cash and cash equivalents 22 107 (6 068)
Cash and cash equivalents, beginning of period 25241 31575
Effect of foreign exchange rate movements (475) (266)
Cash and cash equivalents, end of period 46 873 25241

Consolidated cash flow statement should be analyzed together with the accompanying notes to the consolidated financial statements.



AmRest Holdings N.V.

Consolidated statement of changesin equity
for thetwelve months ended 31 December 2007 and 31 December 2006

in thousands of Polish Zloty

Asat 01.01.2006

(previously reported)

Correction of accounting
treatment for holiday accrual
(Note 2)

Asat 01.01.2006 (restated)
Employees share option scheme —
value of employee services
(Note 21)

Currency translation differences
Profit for the period

Asat 31.12.2006

Asat 01.01.2007

Employees share option scheme —
value of employee services (Note
21)

Currency translation differences
Issue of shares (Note 4, 19)
Minority interest on new
subsidiaries

Profit for the period

Asat 31.12.2007

Attributable to equity holders of the Company Minority Total
Share  Share premium  Share options Other Total Accumulated Currency Total Interest
Capital (Note 21) reserves Reserves deficit  trandlations
(Note 19) (Note 19)
519 210 302 2147 6191 218 640 (95511) (574) 123074 20 123 094
- - - - - (1872) (1872) (1872)
519 210 302 2147 6191 218 640 (97 383) (574) 121 202 20 121 222
- - 497 - 497 - - 497 - 497
- - - - - - (4 369) (4 369) - (4 369)
- - - - - 38 466 - 38 466 59 38 642
519 210 302 2 644 6191 219 137 (58 917) (4943 155 796 79 155 875
519 210 302 2 644 6191 219137 (58917) (4943) 155 796 79 155 875
- - 1433 - 1433 - - 1433 - 1433
- - - - - - (18 511) (18 511) - (18 511)
25 99 962 - - 99 962 - - 99 987 - 99 987
- - - - - - - - 3946 3946
- - - - - 48 402 - 48 402 291 48 693
544 310 264 4 077 6 191 320 532 (10 515) (23 454) 287 107 4316 291 423

Total income and expense for the period (currerenyslation differences and profit for the periottjibutable to equity holders amounted to PLN 29 8®LN (previous
year: 34 097 TPLN) and attributable to the minonitierest — 291 TPLN (previous year: 59 TPLN).

Consolidated statement of changesin equity should be analyzed together with the accompanying notes to the consolidated financial statements.




AmRest HoldingsN.V.

Notesto the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise stated)

1 Group overview and significant accounting policies
a) Background

AmRest Holdings N.V. (the “Company”) was establilas a joint stock company in October 2000 in the
Netherlands. The Company’s head office is locatedPiins Bernhardplein 200, 1097 JB Amsterdam, the
Netherlands. The Company’s corporate offices aadal in Wroclaw, Poland. The Company and its didv&@s

are collectively referred to as the “Group”.

The Consolidated Financial Statements as at anithdawelve months ended 31 December 2007 corrtpese
data on the Company, its subsidiaries and on tbhap@ equity interest in associates.

The following Consolidated Financial Statementsenauthorised for issue by the Management BoardSon 2
April 2008.

The principal activity of the Group, conducted by/subsidiaries in Poland, the Czech Republic, tdong
Bulgaria, Russia and Serbia is to operate Kentuekgd Chicken (,KFC"”) and Pizza Hut franchised
restaurants, as well as “Rodeo Drive” restauramt®dland and the Czech Republic and solely in Eolan
“Burger King”, ,Ice*Land” and “Freshpoint” restaunts.

Group’s operations are not seasonal.

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

Prior to 27 April 2005, the Company was jointly agnand controlled by International Restaurant limuests,
LLC (“IRI") of the United States and Kentucky Frigghicken Poland Holdings BV (“KFC BV”) of the
Netherlands. Before the initial public offering bahareholder possessed a 50% ownership.

IRl is a wholly-owned subsidiary of American Ret@ibncepts, Inc. of the United States (“ARC"), whare
KFC BV was a wholly-owned subsidiary of Yum! Branéisc. (“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 and adglarty. Moreover, IRI also sold part of its shaaes result

of the Company’s IPO on the stock exchange. Ad &@&ember 2006 the Company'’s largest shareholitter w
a 37.5% voting rights and ownership interest reewhiiRIl. In 2007 IRI sold further part of its shar8s at 31
December 2007 IRI had 8.46 % of voting rights awdership interest and the Company’s largest shiateho
was WBK AIB Asset Management with a 14.62% votiights and ownership interest. As at 31 December
2007 IRl and ARC (together with its subsidiary: Aioan Retail Systems Sp. z 0.0.) are still relgiarties to
the Group as controlling voting rights in ARC amddhby the some members of the Group’s supervisoayd
and the management board. For details pleaseodfer Note 31.

Pizza Hut and KFC restaurants operate under fremchgreements with YUM! and YUM! Restaurants
International Switzerland, Sarl (,YRIS"), a subsidi of YUM!. Each franchise agreement has a terrtenf
years, with an option of renewal by the Group fotHer ten years, subject to certain conditionadenet as
described in the agreements.

YUM! committed to notify the Company if it entersté another franchise, at least six months befaditst
KFC or Pizza Hut restaurant is opened in Polanel,Ghech Republic or Hungary. During this perio@ th
Company has the right to state its opinion on $sed. YUM! has indicated that at present it haplans to
conclude agreements with other prospective fragebig Poland, Czech Republic and Hungary or to opev
restaurants by itself.



AmRest HoldingsN.V.

Notesto the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise stated)

On 8 March 2007, the Group concluded the developageement with Burger King Europe GmbH (“BKE"),
concerning the opening and operation of the Bukjeg restaurants in Poland. Burger King restaurants
operated under franchise agreements with Burgey Eirope GmbH located in Zug, Switzerland whichtare
be signed for each particular restaurant separatelg it opens. Each franchise agreement has aadfetem
years, with an option of renewal by the Group fotHer ten years, subject to certain conditionadenet as

described in the agreements.

The main conditions relating to signed developragntement are as follows:

During the 2 years after the first opening of ad@urKing restaurant by the Group, BKE shall
contribute an amount of 2.5% of the calendar mgngnbss sales of all Burger King restaurants
operated by the Group to the advertising and satemotion fund mentioned in the franchise
agreement. During the third year after the firsropg of a Burger King restaurant by the Group, BKE
shall contribute an amount of 2% of the calendanthip gross sales of all Burger King restaurants
operated by the Group to the advertising and patgsotion fund.

During the initial 5 years term the initial franshifee payable by the Group shall be 25 000 USD for
each Burger King restaurant with a franchise agesgmproviding for a term of 10 years (plus a furthe
renewal franchise fee of 25 000 USD in case of geHds renewal of the franchise agreement at the
Group’s option). The initial franchise fee shallreduced by 50% for the development of each Burger
King restaurant which exceeds the number of Bufgiay restaurants to be developed and opened by
the Group according to the development schedule.

The Group agrees to open and operate Burger Kistaumants in strict accordance with the
development schedule which includes the minimalbemnof openings in each development year as

defined in the development agreement.
The Group opened four Burger King restaurants &4 &ecember 2007.

On 25 May 2007, the Group concluded agreements Sthbucks Coffee International, Inc. (“Starbucks”)
concerning the cooperation on the development padchtion of Starbucks stores in Poland, the CzegulBlic
and Hungary. The agreements have a term endiMpgr81, 2022, with an option to extend for an addél 5
years upon the fulfiiment of certain conditions.

The parties resolved to establish three separaipaities, one for each of the 3 countries PolareGiCRepublic
and Hungary. On 27th of March 2007 a new entitytierPolish region — AmRest Coffee Sp. z 0.0. easI,
the company for Czech region - AmRest Coffee swas set up on 14th of August 2007 and the comfrany
Hungarian region - AmRest Kavézo was setup on &lAtugust 2007 (Note 4). The above companies will b
the only entities with the right to develop and rape Starbucks cafes in Poland, Czech RepublidHamgjary
during the term of the agreements with non-exetusghts to certain institutional locations.

The Group contributed 82% and Starbucks 18% otdpétal to all the companies. In the third and tioyear
after the formation of all three companies Starbutiall have the right and option to increaseditigipation by
acquiring additional shares (up to 50%) in cas¢hefGroup’s failure in opening and operating a mumn
number of Starbucks stores in Poland, Czech Repabti Hungary. In the fifth and ninth year Starlsuakl
have an unconditional option to increase its stak& 50%. In case of a conflicting acquisitioraathange of
control of the Group, Starbucks will have the rightincrease its participation in companies up @6% by
acquiring shares from the Group.

The Group agrees to open and operate Starbucks 8tastrict accordance with the development sdeewich
includes the minimum numbers of openings in eaeln within the agreements’ period. If Group failsieet the
development obligations Starbucks will have thétrigp charge a development default fee or to textmithe
agreements. The agreements include the provisiocenang the purchase of coffee and other basiplissp
either from Starbucks or other approved or desighstippliers.



AmRest Holdings N.V.

Notesto the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise stated)

The table below presents a summary of the submdiarcluded within the Group at 31 December 2007:

City and Ownership Date of
country of interest and effective
Name of company incorporation Principal activity Parent company voting rights control
American Restaurants  Wroclaw, Operating restaurants in AmRest Holdings N.V. 100.00 % December
Sp. z 0.0. Poland Poland 2000
American Restaurants Prague, Operating restaurants in the AmRest Holdings N.V. 100.00 % December
S.I.0. Czech Czech Republic 2000
Republic
Pizza Hut s.r.o. Prague, No current activities American Restaurants 99.973% December
Czech S.I.0. 2000
Republic American Restaurants Sp. 0.027%
Z0.0.
American Restaurants KfBudapest, = Operating restaurants in American Restaurants Sp. 100.00 % June
Hungary Hungary Z 0.0. 2006
. . September
Grifex 1 Sp. 2 0.0. * Wroclaw, No current activities American Restaurants Sp. 48.00 % 2003
Poland Z0.0.
Galeria Arka Sp. z 0.0. Warsaw, Lessee of I_ocation where a  American Restaurants Sp. 100.00 % March
Poland restaurant is planned to be  z 0.0. 2005
open
AmRest Ukraina t.o.w. Kiev, Established for the American Restaurants Sp. 100.00 % December
Ukraine development of Pizza Hut 2 0.0. '
restaurants In Ukraine 2005
Doris 2006 Sp. z 0.0. Warsaw, Lessee of location where a  American Restaurants Sp. o October
- 100.00 %
Poland restaurant is planned tobe z o0.0. 2006
open
AmRest Coffee Wroclaw, Established to operate American Restaurants Sp. 82.00 % March
Sp. z .0.0. Poland Starbucks stores in Poland  z o.0. ' 2007
Starbucks Coffee 18.00 %
International. Inc
Bécsi (t.13. Kift Budapest, Owner of the building with ~ American Restaurants Kft 100.00 % April
Hungary office space 2007
American Restaurants Sofia Established to operate American Restaurants Sp. 100.00 % April
EOOD Bulgaria restaurants in Bulgaria Z0.0. 2007
AmRest Coffee Prague, Established to operate American Restaurants Sp. 82.00 % August
S.r.o. Czech Starbucks stores in Czech  z 0.0. ' 2007
Republic Republic Starbucks Coffee 18.00 %
International. Inc
AmRest Acquisition Delaware Established to acquire OOO AmRest Holdings N.V. 100.00 % May
Subsidiary Inc. USA Pizza Nord (Note 3) 2007
OO0 AmRest (previous Petersburg, Operating Pizza Hut and KFC AmRest Acquisition 91.00 % July
name OOOQO Pizza Russia restaurants in Ukraine Subsidiary Inc. 2007
Nord)** American Restaurants Sp. 9.00%
Z0.0.
000 KFC Nord Moscow, No current activities 000 AmRest 100.00% July
Russia 2007



AmRest Holdings N.V.

Notesto the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise stated)

City and Ownership Date of
country of interest and effective
Name of company incorporation Principal activity Parent company voting rights control
00O KFC South Moscow,  No current activities 000 AmRest 100.00% July
Russia 2007
OO0 Sistema Bistrogo Moscow, No current activities OO0 AmRest 100.00% July
Pitania Russia 2007
AmRest Kavézoé Kit Budapest  Established to operate American Restaurants Sp. o August
: 82.00 %
Hungary Starbucks stores in Hungary z o.o. 2007
Starbucks Coffee 18.00 %
International, Inc.
AmRest D.O.O. Belgrade, Operating restaurants in American Restaurants Sp. o October
> . 60.00 %
Serbia Serbia z0.0. 2007
ProFood Invest GmbH 40.00 %
* Despite the fact that the Group holds a 48% ofngpfights and ownership interest it consolidates ¢cbmpany as a

subsidiary, since on the basis of agreements Wihnrtain shareholder, it has the right to contreldbmpany’s operating

and financial activities.

b On 23rd of October 2007 OOO Pizza Nord changertame to OOO AmRest.

On 17th of March International Fast Food PolskazSpo. was liquidated.
On 30th of August Fried Chicken s.r.o. was liquédhat

Newly acquired or established subsidiaries areriestin Note 4.

10



AmRest Holdings N.V.

Notesto the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise stated)

The Group’s associated companies at 31 Decembéfr 20€bunted for under the equity method are as

follows:
City and Ownership Date of
country of interest and effective
Name of company incorporation Principal activity Parent company voting rights control
Worldwide Nevada, Marketing activity for the American Restaurants 33.33% October
Communication ServicesUSA Group Sp. z o.0. 2003
LLC
Synergy Marketing Warsaw, Marketing activity for the Worldwide 26.66% May
Partners Sp. z0.0.in  Poland Group Communication 2002
liquidation Services LLC.
Red 8 Communications Warsaw, Marketing activity for the Worldwide 17.33% May
Group Sp. z 0.0.* Poland Group Communication 2002
Services LLC
Synergy Marketing Prague, Marketing activity for the Synergy Marketing 24.00% February
Partners s.r.o. in Czech Group Partners Sp. z 0.0. 2005
liquidation Republic
SCM Sp. z o.0. Chotomow, Restaurant supply services American Restaurants 45.00% April
Poland provided for the Group Sp. z 0.0. 2005
SCM s.r.o. Prague, Restaurant supply services SCM Sp. z 0.0. 40.50% March
Czech provided for the Group 2007
Republic
* The Group holds a 17.33% of voting rights and evehip interest in Red 8 Communications Group Spoz The

Group has the right to influence the company’s apens significantly, as it is a subsidiary of asa@ciated entity
- Worldwide Communication Services LLC, which hok#% of voting rights.

On 17th of December 2007 Global Communication $es/Sp. z 0.0. was liquidated.

11



AmRest HoldingsN.V.

Notesto the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise stated)

(b) Statement of compliance with International Financial Reporting Standards

These annual consolidated financial statements baea prepared in accordance with the International
Financial Reporting Standards (“IFRS”) as adoptedhle European Union and issued by the Internationa
Accounting Standards Board. As at December 31, 206 are no differences with regards to policies
adopted by the Group and the International Findiégorting Standards. The accounting policies used
the preparation of the consolidated financial steets are consistent with those used in the annual
financial statements for the year ended December2806, except for the new accounting standards
adopted as of January 1, 2007.

The following new standards, amendments to stasdandl interpretations are mandatory for financial
year ending 31 December 2007:

IFRIC 7, ‘Applying the Restatement Approach undeASR9 Financial Reporting in
Hyperinflatory Economies’, effective for annual jpels beginning on or after 1 March 2006. The
interpretation has no material impact on the Grsugperations and its consolidated financial
statements;

IFRIC 8, ‘Scope of IFRS 2’, effective for annualrieels beginning on or after 1 May 2006. The
interpretation has no material impact on the Greugperations and its consolidated financial
statements;

IFRIC 9, ‘Reassessment of Embedded Derivative$céfe for annual periods beginning on or
after 1 June 2006. The interpretation has no nataripact on the Group’s operations and its
consolidated financial statements;

IFRIC 10, ‘Interim Financial Reporting and Impaimte effective for annual periods beginning
on or after 1 November 2006. The interpretationf@amaterial impact on the Group’s operations
and its consolidated financial statements;

IFRS 7, ‘Financial instruments: Disclosures’, effee for annual periods beginning on or after
January 1, 2007 and the complementary AmendmentA$o 1, ‘Amendments to capital
disclosures’, effective for annual periods begignam or after 1 January 2007. The adoption of
IFRS 7 and amendment to IAS 1 had an impact onetttent of disclosures presented in the
consolidated financial statements.

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

IFRIC 11, ‘Group and Treasury Share Transacticgfé&ctive for annual periods beginning on or
after 1 March 2007. IFRIC 11 addresses applicatbrlFRS 2 in case of emission equity
instruments by the Company as a payment for redei®ds or services or when emitted are
equity instrument by any other entity from the Gro’The management is already assessing
impact of IFRIC 11 on Group’s operations but do erpect the interpretation to have material
impact on the financial statements;

IFRIC 12, ‘Service Concession Arrangements’, effecfor annual periods beginning on or after
1 January 2008. IFRIC 12 gives guidance on the watdawy by operators for public-to-private
service concession arrangements. Management dexpett the interpretation to be relevant for
the Group;

12



AmRest HoldingsN.V.

Notesto the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise stated)

IFRIC 13, ‘Customer Loyalty Programmes”, effectifge annual periods beginning on or after
July 1, 2008. IFRIC 13 addresses accounting byiestihat grant loyalty award credits (such as
‘points’) to customers who buy other goods or sersi Specifically, it explains how such entities
should account for their obligations to provideefi@ discounted goods or services (‘awards’) to
customers who redeem award credits. Managementirigrtly assessing the impact of this
interpretation on the Group’s;

IFRIC 14, 'IAS 19 — The Limit on a Defined Benefisset, Minimum Funding Requirements and
their Interaction’, effective for annual periodsgbeing on or after January 1, 2008. IFRIC 14
added the interaction between a minimum fundingiregnents and the limit placed by paragraph
58 of IAS 19 ‘Employee Benefits’ on the measuremainthe defined benefit asset or liability.

Management expects the new standard to have nocingra the Group’s operations and

consolidated financial statements;

IFRS 8, ‘Operating Segments’, effective for anmuliods beginning on or after January 1, 2009.
IFRS replaces IAS 14 “Segment Reporting’ and ad@ptmianagement approach to segment
reporting. Management expects the new standarcate la significant impact on the Group’s
operations and consolidated financial statemengapfion of IFRS 8 will require redefining of
segments, which will be identified on the basisioternal reports regularly reviewed by the
Group’s chief operating decision makers. Thereforanagement expect identification of, apart
from geographical segments, also segment basedy@toup’s brands.

Revised IAS 23, ‘Borrowing costs’, effective forraral periods beginning on or after January 1,
2009. The main change from the previous versiothesremoval of the option of immediately
recognizing as an expense borrowing costs thaterétaassets that take a substantial period of
time to get ready for use or sale. An entity igréffiore, required to capitalize borrowing costs as
part of the cost of such assets. The revised IA8d&3 not require the capitalization of borrowing
costs relating to assets measured at fair valukjrasentories that are manufactured or produced
in large quantities on a repetitive basis, evehefy take a substantial period of time to get ready
for use or sale. Management do not expect the amemidto have a significant impact on the
Group’s operations.

IAS 1 - Presentation of Financial Statements (Ral)iffective for annual periods beginning on
or after 1 January 2009 r. The changes relate doptiesentation of financial statements and
disclosures. One of the most important changes his introduction of ,Statement of
comprehensive income”. The management is alreashsamg impact of revised standards on the
presentation and disclosure.

IFRS 3 (Revised) — ‘Business Combinations’ and BYS(Revised) — ‘Consolidated and Separate
Financial Statements’ effective for annual peribeginning on or after 1 July 2009 r. Changes
relate mostly to the determination of cost of basi combinations, goodwill, adjustment
subsequent to initial recognition. The managementalready assessing impact of revised
standards on Group’s operations

13



AmRest HoldingsN.V.

Notesto the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise stated)

(c) Basisof preparation

The consolidated financial statements are present&blish Zloty (PLN), rounded to the nearest tand
(TPLN).

The Consolidated Financial Statements are preardlde historical cost basis. Non-current assetsfoesale
are stated at the lower of the carrying amountaingalue less costs to sell.

The preparation of financial statements in confeymiith IFRS requires management to make judgments,
estimates and assumptions that affect the applicatf policies and reported amounts of assets and
liabilities, income and expenses. The estimates asgbciated assumptions are based on historical
experience and various other factors that are\ei¢o be reasonable under the circumstancesesuits

of which form the basis of making the judgmentswloarrying values of assets and liabilities thrat reot
readily apparent from other sources. Actual resuliy differ from these estimates.

The estimates and underlying assumptions are redesn an ongoing basis. Revisions to accounting
estimates are recognised in the period in whichetstemate is revised if the revision affects oriptt
period, or in the period of the revision and futperiods if the revision affects both current anturfe
periods.

Judgments made by management in the applicatidfR$s that have a significant effect on the finahci
statements and estimates with a significant risknaferial adjustment in the next year are discugsed
Note 32.

The accounting policies set out below have beerieapgonsistently to all periods presented in these
consolidated financial statements.

(d) Basisof consolidation

Subsidiaries

Subsidiaries are all entities over which the Grdas the power to govern the financial and operating
policies generally accompanying of more than oné dfathe voting rights. The existence and effett o
potential voting rights that are currently exerblsaor convertible are considered when assessirgheh

the Group controls another entity. Subsidiariesfally consolidated from the date on which conti®l
transferred to the Group. They are de-consolidfted the date that control ceases.

The purchase method of accounting is used to atdouthe acquisition of subsidiaries by the GrotUpe
cost of an acquisition is measured as the fairevalfithe assets given, equity instruments issued an
liabilities incurred or assumed at the date of exge, plus costs directly attributable to the asitjan.
Identifiable assets acquired and liabilities andticment liabilities assumed in a business combnadre
measured initially at their fair values at the dsiion date, irrespective of the extent of any amity
interest.

The excess of the cost of acquisition over thevalue of the Group’s share of the identifiable astets
acquired is recorded as goodwill. If the cost afusition is less than the fair value of the neteas of the
subsidiary acquired, the difference is recognideetdy in the income statement.

Inter-company transactions, balances and unreatja@ts on transactions between group companies are
eliminated. Unrealised losses are also eliminatgidcbnsidered as an impairment indicator of thetass
transferred. Accounting policies of subsidiariegsénbeen changed where necessary to ensure coggisten
with the policies adopted by the Group.

Transactions and minority interests

The Group applies a policy of treating transactiaith minority interests as transactions with pEsti
external to the Group. Disposals to minority ingéseresult in gains and losses for the Group that a
recorded in the income statement. Purchases fromority interests result in goodwill, being the
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difference between any consideration paid and ¢hevant share acquired of the carrying value of net
assets of the subsidiary.

Associates

Associates are all entities over which the Group bagnificant influence but not control, generally

accompanying a shareholding of between 20% and &0¥te voting rights. Investments in associates are
accounted for using the equity method of accoungéind are initially recognised at cost. The Group’s
investment in associates includes goodwill (netaofy accumulated impairment loss) identified on

acquisition.

The Group’s share of its associates’ post-acqorsitprofits or losses is recognised in the income
statement, and its share of post-acquisition mowésnén reserves is recognised in reserves. The
cumulative post-acquisition movements are adjuatg@inst the carrying amount of the investment. When
the Group’s share of losses in an associate equatxceeds its interest in the associate, includimg
other unsecured receivables, the Group does nogmnee further losses, unless it has incurred abtigs

or made payments on behalf of the associate.

Unrealised gains on transactions between the Gaodpits associates are eliminated to the extetteof
Group’s interest in the associates. Unrealisedelbsse also eliminated unless the transaction gesvi
evidence of an impairment of the asset transfeedounting policies of associates have been chinge
where necessary to ensure consistency with theipsladopted by the Group.

(e) Foreign currencies
Functional and presentation currency

Items included in the financial statements of eafcthe Group’s entities are measured using thecagsr

of the primary economic environment in which theditgnoperates (‘the functional currency’). The
functional currency of the Polish operations is Baish Zloty (PLN), the functional currency of the
Czech operations is the Czech Crown (CZK), whikeftmctional currency of the Hungarian operatians i
the Hungarian Forint (HUF), Russian operation - lleuRUB), Bulgarian operations — Lev, Serbian
operations — Dinar.

As the majority of its operations and transacti@me PLN denominated, the consolidated financial
statements are presented in PLN.

Foreign currency transactions

Transactions in foreign currencies are translatetha foreign exchange rate ruling at the datehef t
transaction. Monetary assets and liabilities demated in such currencies at the balance sheetadate
translated to the applicable functional currencyhat foreign exchange rate prevailing at that dagd.
differences arising on translation are recognisedhe income statement. Non-monetary assets and
liabilities denominated in foreign currencies thad measured in terms of historical cost, are late at

the foreign exchange rate as of the date of tmsaetion.
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Financial statements of foreign operations

The results and financial position of all Groupiterst, which have a functional currency differerdni the
presentation currency, are translated into theeptaon currency as follows:

e the assets and liabilities, including goodwill dad value adjustments arising on consolidation,
are translated into PLN at exchange rates rulitigedbalance sheet date,

» the revenues and expenses of foreign operationsramelated at average rates in the period,
which approximate the foreign exchange rates rairthe dates of the transactions,

« all resulting foreign exchange differences arigindgranslation are recognised directly in equity.
Foreign exchange differences are released todbenm statement upon disposal.
None of the foreign operations’ currency is aslab&cember 2007 a currency of a hyperinflationaonemy.
(f) Franchisg, license and other fees

As noted in Note 1(a) above, KFC and Pizza Hutargsints are operated in accordance with franchise
agreements with YUM! and subsidiaries of YUM!. Thianchise agreements typically require that the
Group pay an initial, non-refundable fee upon thering of each new restaurant, pay continuing ¢des
6% percent of revenues and commit 5% percent odme® to advertising as specified in the relevant
agreement. In addition, at the conclusion of thgainterm of the franchise agreement, the Grougy ma
renew the franchise agreement, subject to a rerfeaal

The initial, non-refundable fees constitute in sabse rights to use Pizza Hut and KFC trademankd a
are included in ‘intangible assets’ and amortizedrahe period of the agreement (usually ten years)
Continuing fees related to KFC and Pizza Hut andyBuKing and Starbucks are expensed as incurred.
Renewal fees are amortized over the renewal pereeh a renewal agreement becomes effective.

The initial fees paid are approximately 41.9 TUS® pestaurant and renewal fees are 50% of thealiniti
fees, adjusted to reflect changes in the US ConsBmiee Index during the term of the relevant fiaise.

The most significant conditions relating to frarsehagreements to be concluded with Burger KinggNéh))
are as follows:

« The license is granted for 10 years period commgrfoom the date the franchised restaurant opens fo
business. The franchisee has the right to renevethe of the agreement for immediate subsequent
second term of 10 years upon the fulfiiment ofaienpre-conditions.

e The franchisee must pay monthly continuing feabédranchisor equal to 5% of the gross saleseof th
Burger King restaurant operated by franchisee.

* The franchisee must pay monthly continuing advedisnd sales promotion fees equal to 5% of the
gross sales of the Burger King restaurant opetatédnchisee.
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The key fees and costs to be borne by the Groapnglto agreements with Starbucks (Note 1(a)) lvéllas
follows:

* The development and service fees for initial ojiEmatupport equal to an amount 950 TUSD.
» The initial franchise fee of 25 TUSD for each Sta#s store.
e The continuing licensing and service fee equabtood sales revenues of each Starbucks store.
*  Alocal marketing spend obligation is to be muguafireed annually.
(g) Property, plant and equipment
Owned assets

Iltems of property, plant and equipment are statelistorical cost, less accumulated depreciatioth an
impairment losses. The cost of self-constructedtagacludes the cost of materials, direct labthe,initial
estimate, where relevant, of the costs of dismandind removing the items and restoring the sitetdoh they
are located.

Borrowing costs incurred for the construction ofy aqualifying asset are expensed and presented as
interest costs.

Where an item of property, plant and equipment c@ep major components having different usefuldjubey
are accounted for as separate items of propesdpt phd equipment.

Gains and losses on disposals are determined bparinmg proceeds with carrying amount. These are
included in the income statement and presentedGasn“ (loss) on disposal of property, plant and
equipment and intangibles”.

Restaurant devel opment assets

Direct costs associated with site acquisition dmel ¢onstruction of a restaurant on that site, oy
direct internal payroll and payroll-related coste aapitalized. Only those site-specific costs inedi
subsequent to the time that the site acquisitionoissidered probable are capitalized and included i
restaurant development assets (“Property plantemuipment”). If subsequently it is determined that
site for which development costs have been capédlivill not be acquired or developed, any previpus
capitalized development costs are expensed. Rastadevelopment assets are amortized over their
estimated useful life.

Leased assets

The Group leases certain property, plant and ecgiipnieases of property, plant and equipment where
the Group has substantially all the risks and rdwarf ownership are classified as finance leaseange
leases are capitalised at the lease’s commencexntre lower of the fair value of the leased propand

the present value of the minimum lease paymentsh lsase payment is allocated between the liability
and finance charges so as to achieve a constamvmahe finance balance outstanding. The correlpgn
rental obligations, net of finance charges, aréuited in the balance sheet as finance lease tiabiliThe
interest element of the finance cost is chargethéincome statement over the lease period so as to
produce a constant periodic rate of interest onréineaining balance of the liability for each periddhe
property, plant and equipment acquired under firdrases is depreciated over the shorter of thielluse
life of the asset or the lease term.
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Subsequent costs

Subsequent costs are included in the asset's ngrrgmount or recognised as a separate asset, as
appropriate, only when it is probable that futucereomic benefits associated with the item will flamthe
Group and the cost of the item can be measureabigliAll other repairs and maintenance are chatged
the income statement during the financial periodfiich they are incurred.

Depreciation

Depreciation is charged to the income statemerd etraight-line basis over the estimated usef@div
of each part of an item of property, plant and pment, and major components that are accounted for
separately. Land and assets under constructioncréepreciated.

The estimated useful lives are as follows:

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

* the lesser of 10 years or the length of the resmelase.

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

Computer software

Acquired computer software licences are capitalmethe basis of the costs incurred to acquirebaimd)
to use the specific software. These costs are @®adrover their estimated useful lives.

Favourable |eases

Favourable leases represent restaurant locatise l@antracts acquired on acquisition of subsidianigh
below-market lease payments. Favourable leasegii@nassets are recognised initially at fair vadhunel
subsequently stated at cost less accumulated aatioti and impairment losses (see accounting policy
(n) below).

Trademark

Trademarks are shown at historical cost. Trademiaak® a finite useful life and are carried at dess
accumulated amortisation. Amortisation is calcuatsing the straight-line method to allocate thst cd
trademarks and licences over their estimated useéd.

Rightsto use Pizza Hut, KFC, Burger King and Sarbucks trademarks
See accounting policy (f) above.
Other intangible assets

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

Amortization is charged to the income statemeniaostraight-line basis over the estimated usefesliof
intangible assets unless such lives are indefitteodwill and intangible assets with an indefiniseful life are
systematically tested for impairment at each balasfeet date (see accounting policy (n) below)amadot
subject to amortization. Other intangible assetsatortized from the date they are available fer us

The estimated useful lives of other intangible asse as follows:

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

* Favourable lease intangible assets are amortigedraremaining lease term of the respective gmsement.
(i) Goodwill

All business combinations are accounted for by yipglthe purchase method. Goodwill represents the
difference between the cost of the acquisition thiedfair value of the net identifiable assets aali

Goodwill on acquisitions of subsidiaries/businedsascluded in intangible assets and stated atlegs
accumulated impairment losses. Goodwill is alloddtecash-generating units and is not amortizedsbut
tested annually for impairment (see accountingcpo(ln)). In respect of associates, the carryinguarof
goodwill is included in the carrying amount of theestment in the associate.

Gains or losses on the disposal of an entity irelind carrying amount of goodwill relating to thaity
sold.

Costs incurred to create self-generated goodwdl sademarks are expensed in the income statersent a
incurred.

i) Financial assets

The Group classifies its financial assets in tHioWang categories: at fair value through profit loss,
loans and receivables, held to maturity, and abkEléor sale. The classification depends on th@qse
for which the financial assets were acquired. Managnt determines the classification of its finahcia
assets at initial recognition and re-evaluatesdb&gnation at every reporting date.

Available-for-sale financial assets

Available-for-sale financial assets are non-deine that are either designated in this categorpnair
classified in any other categories described beldve Group does not have any investments classied
available-for-sale financial assets at the balaheet dates.

Financial assets at fair value profit or loss

This category has two sub-categories: ‘financiaktsheld for trading’, and those designated atvlue
through profit or loss at inception. A financiakasis classified in this category if acquired pirally for
the purpose of selling in the short term or if esignated by management. Derivatives are also @ased
as ‘held for trading’ unless they are designatetiedges. Assets in this category are classifiecla®nt
assets if they are either held for trading or afeeeted to be realised within 12 months of the rzda
sheet date. The Group does not have any investmiassified as financial assets at fair value proifi
loss at the balance sheet dates.
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Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivatfinancial assets with fixed or determinable paytsne
and fixed maturities that the Group’s managemestthea positive intention and ability to hold to owéty.

If the Group were to sell other than an insignificamount of held-to-maturity financial assets, Wiele
category would be tainted and reclassified as abkl for sale. Held-to-maturity financial assets ar
included in non-current assets, except for thosk miaturities less than 12 months from the balameet
date, which are classified as current assets.

Loans and receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments thanate
quoted in an active market. They are included irresu assets, except for maturities greater than 12
months after the balance sheet date. They areedaati amortized cost less impairment losses and are
classified as ‘trade and other receivables’ inlihé&ance sheet for maturities not greater than 18tinso
after the balance sheet date (see accounting pélidyelow).

Regular purchases and sales of investments argnised on trade-date — the date on which the Group
commits to purchase or sell the asset. Investmanatsnitially recognised at fair value plus trangac
costs for all financial assets not carried at f@ilue through profit or loss. Financial assetsiedrat fair
value through profit or loss are initially recogeisat fair value and transaction costs are expeinstt
income statement. Investments are derecognised whenrights to receive cash flows from the
investments have expired or have been transferrédhe Group has transferred substantially allsrisfd
rewards of ownership. Available-for-sale finan@akets and financial assets at fair value throuafit or

loss are subsequently carried at fair value. Laams receivables and held-to-maturity investmengs ar
carried at amortised cost using the effective atemethod.

(k) Tradeand other receivables

Trade and other receivables are non-derivativenfiizd assets with fixed or determinable paymen&t th
are not quoted in an active market. They are rdsedrinitially at fair value and subsequently meeduat
amortized cost less impairment losses (see accmuptlicy (n)).

() Inventories

Inventories comprise mainly materials and are dtatiethe lower of purchase price and net realizable
value. Net realizable value is the estimated gglfinice in the ordinary course of business, less th
estimated costs of completion and selling expernBes.cost of inventories is based on the firstiist-fout
principle and includes expenditure incurred in aggg the inventories and bringing them to theirséirg
location and condition.

(m) Cash and cash equivalents

Cash and cash equivalents includes cash in hapdsiig held at call with banks, other short-terghhy
liquid investments with original maturities of tlerenonths or less.
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(n) I'mpairment

The carrying amount of the Group’s assets, exaapinfzentories (see accounting policy (l)) and defe

tax assets (see accounting policy (v)), are revieateeach balance sheet date to determine whéider is
any indication of impairment. If any such indigatiexists, the assets recoverable amount is estimat
For goodwill, intangible assets that have an imdifiuseful life and assets that are not yet abkiléor
use, the recoverable amount is estimated at edemdeasheet date. An impairment loss is recognised
whenever the carrying amount of an asset or ith-gaserating unit exceeds its recoverable amount.
Impairment losses are recognised in the incomersett.

Impairment of trade and other receivables is rezthngdhen there is objective evidence that the Graillp
not be able to collect all amounts due accordinipéooriginal terms of the receivable. If therelgective
evidence that an impairment loss on receivablesechat amortized cost has been incurred, the atrafun
the loss is measured as the difference betweesstiet’s carrying value and the present value ohattd
future cash flows discounted at the effective igémrate. The amount of the loss is recognisedén t
income statement.

The recoverable amount of other assets is theagreétheir fair value less costs to sell and vatuase.

In assessing value in use, the estimated futurte ft@ss are discounted to their present value usipge-

tax discount rate that reflects current marketsssents of the time value of money and the risksifip

to the asset. For an asset which does not geriargidy independent cash flows, the recoverableusino

is determined for the cash-generating unit to whiwdh asset belongs. In such cases as cash gegeratin
units the Group recognises separate restaurants.

Restaurants are evaluated using a “one year histbrgperating losses” as the primary indicator of
potential impairment. For restaurants for whichr¢his an indicator of potential impairment, disctagh
estimated cash flows are used to assess the ratdweamount of the related assets. The impairment
evaluation is based on the estimated cash flows frontinuing operation of the restaurant and téhio
account the expected terminal value.

In addition, when a decision is made to close tateant, the restaurant is reviewed for impairnarmd
depreciable lives are adjusted accordingly. Likewas liability is recorded for any lease terminatasts
associated with the closing of the restaurant.

Reversals of impairment

An impairment loss in respect of receivables cdrrg@ amortized cost is reversed if the subsequent
increase in recoverable amount can be related tl@gcto an event occurring after the impairmesgd
was recognised.

An impairment loss in respect of goodwill is noteesed. In respect of other assets, an impairnosstis
reversed if there has been an indication thatrtigairment loss may no longer exist and there has he
change in the estimates used to determine the eeaiole amount.

An impairment loss is reversed only to the extéwt the asset’s carrying amount does not exceed the
carrying amount that would have been determinetiphdepreciation or amortization, if no impairment
loss had been recognised.
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(0) Interest bearing loans and borrowings

Interest-bearing loans borrowings are recognisdaliy at cost being their fair value, less attriable
transaction costs. In subsequent periods, borrevarg stated at amortized cost with any difference
between cost and redemption value being recognisdtie income statement over the period of the
borrowings using the effective interest rate method

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

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

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

Incremental costs directly attributable to the és®if new shares or options are shown in equity as a
deduction from the proceeds.

(g) Employee benefits
Share-based compensation

The Group operates two equity-settled, share-bam@pensation plans. The fair value of the emplegeaces

received in exchange for the grant of the optisngcognised as an expense. The total amountegpamsed
over the vesting period is determined by referéndbe fair value of the options granted. At eaalamce sheet
date, the entity revises its estimates of the numobeoptions that are expected to become exereisabl
recognises the impact of the revision of origirstineates, if any, in the income statement, witloresponding

adjustment to equity. The proceeds received nebyfirectly attributable transaction costs ardlitzd to share
capital (nominal value) and share premium wherfhi®ns are exercised.

Long-term service benefits

The Company’s net obligation in respect of longrteservice benefits is the amount of future bertbfit

employees have earned in return for their servidbe current and prior periods. The obligatiorresents the
Group’s estimate of future benefits that employems earned in return for their service in theemirand prior
periods, discounted to its present value.
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Penson accounting

The Group makes contributions to the governmeatisement benefit scheme at the applicable rategltine
period based on gross salary payment). This pldmnged on a pay-as-you-go basis, i.e. the Groumli
obliged to pay the contributions as they fall dasdad upon a percentage of salary and if the Greages to
employ members of the plan, it will have no obigatto pay any additional benefits. The plan isefingd
contribution plan. The expense for the contribugtisncharged to the income statement in the saril@es the
related salary expense and presented in Profit@sglAccount in the line “Payroll and employee ligsie

(r) Provisions

A provision is recognised in the balance sheet whenGroup has a legal or constructive obligatisraa
result of a past event, and it is probable thabatflow of economic benefits will be required tdtkethe
obligation. If the effect is material, provisionseadetermined by discounting the expected futuigh ca
flows at a pre-tax rate that reflects current madesessments of the time value of money and, where
appropriate, the risks specific to the liability.

A provision for restructuring is recognised where tleroup has approved a detailed and formal
restructuring plan, and the restructuring has eittenmenced or has been announced publicly. Future
operating costs are not provided for.

Steregtoration
Management analyses potential site restoratiors @l recognise provision if these costs are nahteri
Onerous contracts

A provision for onerous contracts is recognised mitee expected benefits to be derived by the Group
from a contract are lower than the unavoidable obsieeting its obligations under the contract.

() Tradeand other payables

They are recognised initially at fair value and ssduently measured at effective interest (amortised
costs).

(t) Revenuerecognition

Revenues comprise the fair value of the sale ofdgomet of value-added tax. Sales of goods are
recognised when a Group entity sells a produdiéactistomer. Sales are typically in cash.
(u) Operating lease, occupancy cost

Leases in which a significant portion of the risksl rewards of ownership are retained by the lesisor
classified as operating leases. Payments made opeeating leases are charged to the income stateme
on a straight-line basis over the period of thaded ease incentives received are recognised iimtioene
statement as an integral part of the total leaperse.

Operating lease relates mainly to the premiseshitiwrestaurants operate. Lease costs are recdgnise
the income statement as ,Occupancy and other opgtpenses”.
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(v) Income tax

Income tax on the profit or loss for the year coisgs current and deferred tax. Current tax is ¥peeted
tax payable on the taxable income for the yeamgusax rates enacted or substantially enactedeat th
balance sheet date, and any adjustment to tax [eaiyatespect of previous years.

Income tax is recognised in the income statemeoemxwhen it relates to items recognised direatly i
equity, in which case it is also recognised in gqui

Deferred tax is provided in full using the balansleeet liability method, providing for temporary
differences between the carrying amounts of assetdiabilities for financial reporting purposesdathe
amounts used for taxation purposes. However, thermdel tax is not accounted for if it arises fomtial
recognition of an asset or liability in a transantbther than a business combination that at the &f the
transaction affects neither accounting nor taxabddit and loss. Deferred tax is determined usamgrates
(and laws) that have been enacted or substangakgted by the balance sheet date and are exgdected
apply when the related deferred tax asset is eghlar the deferred tax liability is settled. No ahle
temporary differences are recognized on the iniéabgnition of goodwill.

Deferred tax assets are recognized to the extetiths probable that future taxable profit wile b
available against which the temporary differenaas lge utilized.

Deferred tax is provided on temporary differencesireg on investments in subsidiaries and assagiate
except where the timing of the reversal of the terapy difference is controlled by the Group andsit
probable that the temporary difference will noteese in the foreseeable future.

(w) Derivative Financial I nstruments

The Group periodically uses derivative financiationments to hedge its exposure to foreign excheatge
risks arising from operational and financing ad¢tdd. Derivative financial instruments are recogdis
initially at fair value and subsequently remeasattheir fair value.

Derivatives used by the Group do not qualify foddee accounting. Financial instruments are recognise
initially at fair value. Changes in the fair valagany derivative instruments that do not qualidy fiedge
accounting are recognised immediately in the incetagement.

The Group did not have any derivative financiatrimsents as at 31 December 2007 and 2006.

(X) Segment reporting

A business segment is a group of assets and opesaghgaged in providing products or servicesdhat
subject to risks and returns that are differenmfrthose of other business segments. A geographical
segment is engaged in providing products or sesweihin a particular economic environment that are
subject to risks and returns that are differenimfrthose of segments operating in other economic
environments.
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(y) Non-current assets (or disposal groups) held for sale

Non-current assets (or disposal groups) are claedsifs assets held for sale and stated at the lofver
carrying amount and fair value less costs to $dfidir carrying amount is recovered principallyahgh a
sale transaction rather than through a continuseg u

(2) Businesscombinationsinvolving entities under common control

A business combination involving entities or busses under common control is a business combination
in which all of the combining entities or businessitimately are controlled by the same party atips
both before and after the business combination, @vad control is not transitory. This business
combination is recognised using pooling of intemasthod. When this method is used there are no fair
value adjustments to assets and liabilities angammlwill is recognised.

2 Correction of prior period error

During 2007 the Group identified prior period mattaical error in the estimation of unused holiday
accruals. The Group concluded that the error i®eri@tand in order to ensure comparability of themp
years' data, appropriate retrospective adjustmexs heen made to the consolidated balance sheet,
consolidated income statement, consolidated cash &#nd to the notes to the consolidated financial
statements. Comparative data were restated. Adussmio previously published financial statemenés a
presented in the table below:

12 months ende¢

31 Decembe
2006
Adjustment to the consolidated income statement:
Increase of payroll and employee benefits — Gersrdladministrative expenses (144)
Decrease of income tax 27
Decrease of profit for the period (117)

Change of basic and diluted earnings per share -
1 December 2006

Adjustment to the consolidated balance sheet:

Increase of deferred tax asset 439
Increase of accumulated deficit 1872
Increase of trade and other accounts payable (2 311)

31 December 2006

Adjustment to the consolidated balance sheet:

Increase of deferred tax asset 466
Increase of accumulated deficit 1872
Decrease of profit for the period 117
Increase of trade and other accounts payable (2 455)

The above presented adjustments relate to the ggloigal segment “Poland”.
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3 Segment reporting
Geographical segments

Even though the Group is managed on a worldwidésp#s business activities operate mainly in three
geographical areas: Poland, Czech Republic and&uss

The division of Group’s revenue into geographicagjreents is based on the geographical location of
customers. Segment assets are based on the geogtémtation of the assets.

The Group’s restaurant operations constitute orgnbas segment given the similar nature of progucts

customers, business risks and returns.

Geographical segment data as at and for the twatweths ended 31 December 2007 and 31 December

2006 is as follows:

2007
Revenue from external customers
Inter-segment revenue

Operating profit

Finance income

Finance cost

Share of profit of associates (Note 30)
Income tax

Profit for the period

Segment assets

Investments in associates (Note 30)
Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities
Total liabilities

Pension, health care, sickness fund state
contributions (Note 21)

Depreciation (Note 10)

Amortization (Note 11)

Capital investments (Note 10, 11, 12)
Impairment of fixed assets (Note 5, 10)
Impairment of assets held for sale (Note 5)
Impairment of inventories (Note 5)
Impairment of trade receivables (Note 5)

Polanc Czect Russia Unallocatec Total
Republic
553692 192 97457 332 49 357 853 355
46 394 19982 4006 (3303) 67 079
3682
(7 963)
1132 - - - 1132
(15 237)
48 693
193826 121 860196 368 512 054
2 353 - - - 2 353
68 196 68 196
582 603
72 932 24793 5589 103 314
187 866 187 866
291 180
16 783 11 550 2 604 354 31291
29 087 11758 2826 2328 45 999
4 803 593 310 492 6 198
54 554 20 19464 300 38106 277 152
1459 - - 235 1694
14 - - - 14
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2006
Revenue from external customers
Inter-segment revenue

Operating profit/segment result
Finance income

Finance cost

Share of profit of associates (Note 30)
Income tax

Profit for the period

Segment assets

Investments in associates (Note 30)
Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities
Total liabilities

Pension, health care, sickness fund state
contributions (Note 21)

Depreciation (Note 10)

Amortization (Note 11)

Capital investments (Note 10, 11, 12)
Impairment of fixed assets (Note 5, 10)
Impairment of assets held for sale (Note 5)
Impairment of inventories (Note 5)
Impairment of trade receivables (Note 5)

Polanc Czect
Republic

435718 172 247

32 494 12 984

637 -

208 200 90 921
1221 -

58 091 20 266

16 708 9 457

26 377 10 751

5143 663
37 039 15 796
161 1455
300 -
91 -
265 111

Russia Unallocatec Total

21361 629 326

(1127) 44351
8671

(4 847)

- 637

(10 287)

38 466

299 121

- 1221
21113 21113
321 455

- 78 357
87 223 87 223
165 580

163 26 328

357 37 485
302 6 108
28 583 81418
174 2240

- 300

110 201

- 376

Capital investment comprises additions of propeptgnt and equipment (Note 10), additions of intaleg
assets (Note 11) and additions of goodwill (Notg 12

The unallocated column relates to corporate as§ietcial liabilities (borrowings) and transactiomf
AmRest Holdings N.V, and subsidiaries located imgtry, Bulgaria, Ukraine and Serbia.
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4 Esablishment and acquisition of subsidiaries and associates

Establishment of AmRest Coffee Sp. z 0.0.

In order to operate Starbucks cafes in Poland, @h af March 2007 r. the Group established a new
company - AmRest Coffee Sp. z 0.0. American Reat#arSp. z 0.0. subscribed for 82% of voting rights
and shares and Starbucks Coffee Internationakubscribed for 18%.

This company has been established in relationg¢catireement with Starbucks Coffee International, In
described in Note 1a and 29. As at 31 December g@®Zompany had virtually no operations.

Acquisition of Bécsi (t.13.Kft

On 19 April 2007 American Restaurants Kft. acquit®®% of share capital and voting rights of Bédsi U
13. Kft. based in Budapest, Hungary.

Bécsi ut 13. Kft. is the owner of the office buiidi located at Bécsi Ut 13, Budapest. Acquisitiorhef
above mentioned building is aimed to facilitate théension of American Restaurants Kft.’s office in
Budapest.

The fair value of assets acquired and liabilitissiened was as follows:

Cash 3
Property, plant and equipment (Note 10) 1935
Receivables 5
Other non-current assets 9
Payables and accruals (6)
Net assets acquired 1946
Recognised in the income statement negative difterdetween purchase price and

assets acquired (43)
Total purchase consideration 1903
Cash paid on acquisition 1903
Net cash and cash equivalents in subsidiary aadjuire (3)
Cash outflow on acquisition 1900

The principal activity of the acquired business wasease office building to American Restauranfs K
and the acquisition had no material impact on theu@'s financial position and performance as at fand
the period ended 31 December 2007.

Establishment of American Restaurants EOOD

On 27 April 2007 the Group established a new comppaAAmerican Restaurants EOOD based in Sofia,
Bulgaria. American Restaurants Sp. z 0.0. substriioe 100% of its equity and voting rights. This
company has been established to open and oper&eaid Pizza Hut restaurants in Bulgaria.
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Entering the Russian restaurant market
DESCRIPTION OF THE ACQUISITION

On 15 May 2007 AmRest Holdings N.V. set up the mewipany - AmRest Acquisition Subsidiary, Inc.,
based in Delaware, USA.

On 2 July 2007 AmRest Acquisition Subsidiary, Imequired from an independent individual (the
“Seller”) 100% of US Strategies, Inc., based in N#svsey, USA, which controlled 91% of shares and
voting rights of OOO Pizza Nord - a franchisee &fzB Hut and Rostic-KFC brands in Russia. In the
same day, American Restaurants Sp. z o0.0. (100%idaly of AmRest Holdings N.V.) acquired
remaining 9% of shares and voting rights of OOQz®iklord owned by independent individuals. As a
result of above transactions the Group effectigdined 100% control over OOO Pizza Nord, operating
on the Russian market 19 Pizza Hut and 22 RostiC-r&staurants and located primarily in St. Petegsbu
and Moscow. As a result the Group gained the mastate of Pizza Hut and KFC restaurants in Russia
of about 75% and 20% respectively. There are skfrarachisees of KFC and Pizza Hut restaurants in
Russia and there is no exclusivity for one operator

On 2 July 2007 US Strategies, Inc. and AmRest Agitjon Subsidiary, Inc. merged together into one
legal entity - AmRest Acquisition Subsidiary, Inc.

The above acquisition was the next step in the Bsoplans to become the largest restaurant comjpany
Central and Eastern Europe.

PROVISIONAL FAIR VALUES ALLOCATION

The purchase price allocation process has not tieglived yet as certain necessary valuations tlters
progress. Details of provisional fair values of mssets acquired, goodwill and purchase price #iseat
date of acquisition are as follows:

Carrying Preliminary Provisional
amounts  fair value fair values

and other
adjustments

Cash and cash equivalents 962 - 962
Property, plant and equipment (Note 10) 18543 6721 25 264
Intangible assets (Note 11) 209 1479 1688
Inventories 1595 (130) 1465
Trade and other receivables 6 997 (5 965) 1032
Other current assets 2459 (1161) 1298
Other non-current assets 3875 31877 35752
Trade, other payables, provisions (34 183) (4 886) (39 069)
Net assets acquired 457 27 935 28 392
Goodwill 142 696
Total purchase consideration 171 088
Satisfied in cash 70 332
Satisfied in shares 99 987
Incremental costs - due diligence 769
Total purchase consideration 171 088
Cash paid on acquisition 70 332
Net cash and cash equivalents in subsidiary aadjuire (962)
Cash outflow on acquisition 69 370
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The provisional fair values of assets and lialeiitacquired are based on the amounts from OOO Pizza
Nord historical accounting records, preliminaryustigd to reflect some deviation from fair values an
changes in accounting policies. These values wdll dubject to further adjustments as additional
information is obtained. Such additional informatimay include valuation reports. The final valuataf
acquired assets, assumed liabilities and continlignitities will be completed as at 30 June 2008is
process may result in further adjustments to theyicey amounts of identifiable net assets as at the
acquisition date. The management does not belleaeany net adjustments resulting from such review
would have a material adverse effect on the Grdupe main reasons of the accounting still being
provisional are uncompleted fair valuations of aaogent tax liabilities and property plant and equoégnt.

Provisional fair values and other adjustments preskin the table above related mostly to:

» fair value adjustments to the carrying value otaieritems of property plant and equipment;

« valuation of favorable contracts classified asngible assets;

< valuation of unfavorable contracts classified as/gions;

< valuation of receivable and prepayment from thevipres owner of OOO Pizza Nord - operating
lease contract related to the certain item of prtyg@&ote 13).

PARTIAL SETTLEMENT IN OWN SHARES

Part of the purchase price was satisfied in the izoyy's own 670 606 shares. The fair value of shares
transferred (99 987 TPLN) was determined basedchentarket price of one share (PLN 149.1) reported
on the Warsaw Stock Exchange as at the 2 July @06t 19).

Due to the fact that the new share issue takesraleweeks to arrange, in order to satisfy the above
consideration (shares), the Company borrowed owanesh(670 606 shares) from its main shareholder —
IRI (it owned as at the date of transfer 35% okgodnd shares in AmRest Holdings N.V.). On 27 Augus

2007 the Company issued 670 606 new shares and @ctbber 2007 repaid them to IRI. Settlement was
set in fixed number of shares. This was treatedmgquity transaction and no change in fair valiie o

shares in the period from 2 July 2007 — 12 Oct@&7 was recognized.

SUBSEQUENT ADJUSTMENTS TO THE PURCHASE CONSIDERANO

The purchase consideration is contingent as iaget on the expected OOO Pizza Nord Earnings Before
Interests, Taxes, Depreciation and Amortisation[[EB\). The purchase consideration was determined
provisionally upon the acquisition date as the lestimate of the expected EBITDA for the periodrira

July 2007 - 30 June 2008 multiplied by 7 and redungassumed liabilities of 34 506 TPLN. Thereraoe
caps or floors for subsequent adjustments of threhaise price therefore it is highly dependent an th
performance of acquired restaurants in the peniocthf2 July 2007- 30 June 2008. The Group expects
based on the actual performance of the acquirethdsss that the final purchase consideration will be
reduced. The anticipated reduction approximat&2td09 TPLN. The purchase consideration presented i
the above table was not adjusted for that effech@snitial provisional accounting is not compkktdhe

final purchase price will be determined as at 3®J2008 based on the actual EBITDA.
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SECURITY

The pledge was established on all shares which peeof the purchase consideration in order tagec
the Group’s potential future claims and receivaliies the seller. Those may result from the desctib
above adjustment to the purchase price (contingensideration). The Seller is also responsibleafoy
undisclosed liabilities that arose prior to the wsiion. To secure that, shares were transferoethe
deposit account rather than directly to the Selled will be gradually released within 5 years peribhe
potential receivables and claims from the Selldi k& settled via cash or variable number of shares
depending on its market price upon settlement. ngptiights attached to the pledged shares shall be
exercised by the seller.

GOODWILL

The provisional goodwill relates mainly to benefifsgetting access to the Russian restaurant marigbt

its customers. Due to the characteristic of theuB®restaurant operations, it does not hold astegiof

its customers which are not bound by any contract are not individually identified. Restaurants in

Russia operate in accordance with franchise agnetsnsémilar to agreements concluded with restagrant
in Poland, Hungary and the Czech Republic. The gmmeant believes that franchise agreements
concluded by OOO Pizza Nord are based on markealitoms therefore they were not fair valued as

intangible assets separately from goodwiill.

The smallest cash generating unit of the acquitesihiess is each individual restaurant. However gilbd
was preliminary allocated to all Group’s Russiastaarants as is monitored for internal management
purposes on country basis and cannot be allocated aon-arbitrary basis to individual restaurants.
Goodwill will be tested for impairment for the firsme by the end of June 2008, once the purchdse p
allocation is completed.

FINANCIAL IMPACT OF THE ACQUISITION

Based on the provisional fair values determinedinfthe date of acquisition to 31 December 2007, the
acquisition contributed 57 332 TPLN to turnover &nd05 TPLN to net profit.

If the acquisition had been made at the beginnihthe financial year, OOO Pizza Nord would have
contributed 112 299 TPLN to revenue and 5 350 TRi.Mecrease net profit. This information takes into
account the amortisation of acquired intangibletsdased on their provisional fair values, togethith
related income tax effects and should not be vieagdihdicative of the results of operations thatldo
have occurred if the acquisitions had been matleeabeginning of the year.
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Establishment of AmRest Coffee s.r.o.

In order to operate Starbucks cafes in Czech Repuint 14th of April 2007 r. the Group establisted
new company - AmRest Coffee s.r.o. American ReatasrSp. z 0.0. subscribed for 82% of voting rights
and shares and Starbucks Coffee Internationakubscribed for 18%.

This company has been established in relationg¢catireement with Starbucks Coffee International, In
described in Note 1a and 29.

Establishment of AmRest Kavézo Kift.

In order to operate Starbucks cafes in Hungary3tst of August 2007 r. the Group established a new
company - AmRest Coffee Kft. American Restauramtsz0.0. subscribed for 82% of voting rights and
shares and Starbucks Coffee International, Inccsildesd for 18%.

This company has been established in relationg¢aatireement with Starbucks Coffee International, In
described in Note 1a and 29.

Establishment of AmRest D.O.O.

On 12th of October 2007 American Restaurants Sp.oz and ProFood Invest GmbH (“ProFood”)
established a new company AmRest D.O.0O., Serbilgrése.

American Restaurants Sp. z 0.0. subscribed for 6096ting rights and shares and ProFood Invest GmbH
subscribed for 40%.

The company will operate KFC restaurants in Serbia.
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5 Operating expenses

Operating expenses are as follows:

Depreciation (Note 10)

Amortisation (Note 11)

Food and materials

Utilities

External services

Payroll

Social security and other employee benefits
Operating leases (occupancy costs) (Note 26)
Marketing expenses

Continuing franchise fees

Insurance

Business travel

Onerous contracts

Other

Total restaurant expenses
Depreciation and amortisation expenses (G&A)
Other general and administrative expenses

Impairment costs are as follows:
Impairment of inventory (Note 3, 14)
Impairment of receivables (Note 3, 33)

Total impairment of current assets

Impairment of assets held for sale (Note 3)

Impairment of property, plant and equipment (Naté

Total impairment of non-current assets

Total impairments

33

2007 2006
45 999 37 485
6198 6108
301 950 225 996
26 715 22 454
52 780 39 111
158 614 111 657
35755 26475
64545 45040
38 991 30 590
50 244 37 300
1052 1127
3679 2 355
763 905
4569 2171
791 854 588 774
734 458 543 924
2 809 3416
54 587 4341
791 854 588 774
- 201
14 376
14 577
- 300
1694 2 240
1194 2540
1708 3117




AmRest Holdings N.V.

Notesto the Consolidated Financial Statements
(in thousands of Polish zloty unless otherwise stated)

6 Other operating income

19%

2007 2006
Management fee 51 313
Sublease income (Note 26) 1748 2095
Marketing income 2168 1 696
Other operating income 4474 1401

8 441 5 505
7 Financeincome

2007 2006
Interest income 1515 458
Foreign exchange gain, net 2 167 4726
Waiver of loan from related party (Note 31) - 3396
Other - 91

3682 8671
8 Finance cost

2007 2006
Interest expense (5170) (4 035)
Other (2 793) (812)

(7 963) (4 847)

9 Taxation

2007 2006
Current tax (16 258) (8 613)
Change in deferred tax 1021 (1674)
Tax presented in profit and loss account (15 237) (10 287)
Tax rates applicable to the Company and its sudnsédi are as follows:

Hollanc Polan Czecl  Hungary Ukraine Russii Serbic  Bulgarie
Republic

2007 29.6% 19% 24% 20% 20% 24% 10%
2006 29.6% 19% 24% 16% 20% - -
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The deferred tax assets and liabilities were catedl using tax rates as follows:

Hollanc Polan Czecl  Hungan Ukraine Rissic Serbic  Bulgaric
Republic
2007 29.6% 19% 24% 20% 20% 24% 10% 19%
2006 29.6% 19% 24% 20% 20% - - -

The tax on the Group’s profit before tax differsrfr the theoretical amount that would arise usirgy th

weighted average tax rate applicable to profitdhefconsolidated companies as follows:

Profit before tax

Tax calculated at domestic tax rates applicabf@adits in the
respective countries

Permanent differences

Utilisation of previously unrecognised tax losses

Tax loss for current year for which no deferreddasets was
recognised

Deferred tax asset recognised in the period foripusly unrecognise
tax losses

Other differences

Tax presented in the profit and loss account

2007 2006
63 930 48 812
13571 9673

(732) (544)

881 35
1812 486
250 331
148 306
15 237 10 287

The weighted average applicable tax rate was 2b¥%lie period ended 31.12.2006: 23%). The decrease
is caused by a change in the profitability of the’s subsidiaries in the respective countries.

Deferred income tax assets and liabilities areevfishen there is a legally enforceable right toseiff
current tax assets against current tax liabiléied when the deferred income taxes relate to tine $scal

authority. The offset amounts are as follows:

Deferred tax asset:
Deferred tax asset to be recovered after moretBamonths
Deferred tax asset to be recovered within 12 months

Deferred tax liability:
Deferred tax liability to be recovered after mdrart 12 months
Deferred tax liability to be recovered within 12 ntlos

31.12.2007 31.12.2006
261 350
12 018 9452
12 279 9 802
213 40
2 003 720
2216 760
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Temporary differences after offsetting includedhe calculation of deferred tax asset and liabditg as
follows:

Deferred tax asset Deferred tax liability

31.12.2007 31.12.2006 31.12.2007 3120D¢

Tangible fixed assets (depreciation) 3714 6 867 & 21 76(
Receivables 550 540 - -
Provisions and impairments 6 255 889 - -
Tax losses 1513 899 - -
Other differences 247 607 - -
12 279 9 802 2216 76(

Temporary differences before offsetting are aofed:

Deferred tax asset Deferred tax liability

31.12.2007 31.12.2006 31.12.2007 31200¢

Tangible fixed assets (depreciation) 5413 6 355 % 19 118:
Receivables 550 540 - -
Provisions and impairments 6 255 889 - -
Tax losses 1513 899 - -
Other differences 247 1629 573 88
13 978 10 312 6 768 127(

Tax losses carried forward as at 31 December 2 #@safollows:

Holland 6122
Poland 858
Czech Republic 2 937
Hungary 4 293
Ukraine 1973

16 183

Year of expiry  Tax losses total value Tax losses included Tax losses for which n
deferred tax asset deferred tax asset w

recognised

2008 3152 - 3152

2009 1736 - 1736

2010 1 456 - 1 456

2011 188 - 188

Without limits 9651 1513 8138
16 183 1513 14 670

At 31 December 2007, the Group has not recognizéeferred tax asset relating to all tax losses,tdue
uncertainty regarding their realization. This unaigty results form the planned restructuring aaxklof
operating activities of few subsidiaries.

Tax authorities may investigate tax returns (nosetl by these authorities so far) of companiesinvttie
group in 3-5 years since the end of the period /by these financial statements.
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10 Property, plant and equipment

Movements in property, plant and equipment in 280@ 2006 can be presented as follows:

Land Buildings &Machinery & Vehicles Othel Assds unde Total
restaurar equipment tangible construction
developmer assets

2007 assets
Acquisition cost
Balance at 1.1.2007 946 247874 135451 940 9435 20883 415529
Acquisitions (Note 4) - 6593 14789 204 519 5094 27199
Additions - 23054 23735 - 4616 47857 99262
Disposals - (11867) (5729) (6) (612) (1660) (19 874)
Transfers - 31662 9 363 - 228 (41 253) -
Exchange rate differences (27) (3235) (3396) (38) (412) (1096) (8204)
Balance at 31.12.2007 919 294081 174213 1100 13774 29825 513912
Accumulated depreciation
Balance at 1.1.2007 - 126525 85688 518 4314 - 217045
Additions - 28091 15358 265 2285 - 45999
Disposals - (9206) (3344) (5) (301) - (12 856)
Exchange rate differences - (1101) (1291) (14) (186) - (2592)
Balance at 31.12.2007 - 144309 96 411 764 6112 - 247596
Impair ment losses
Balance at 1.1.2007 - 5541 14 - 33 1191 6779
Additions (Note 3, 5) - 1676 8 - 10 - 1 694
Disposals - (4521) (19) - (41) (1008) (5589)
Exchange rate differences - (74) 5 - 5 9 (55)
Balance at 31.12.2007 - 2622 8 - 7 192 2829
Net book value 1.1.2007 946 115808 49 749 422 5088 19692 191705
Net book value 31.12.2007 919 147150 77794 336 7655 29633 263487
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Land Buildings &Machinery & Vehicles

Othel Assets undt Total

restaurar equipment tangible construction

developmer assets
2006 assets
Acquisition cost
Balance at 1.1.2006 1912 228478 119480 688 5 388 6 354 362 300
Acquisitions - 3565 1064 113 837 - 5579
Additions - 5802 13 028 111 1 305 34 199 54 445
Disposals - (4477) (1516) (210) (846) (1287) (8336)
Transfers - 14 904 906 226 2564 (18 600) -
Transfers to assets held for sale
(Note 18) (1004) (3172) - - - - (4176)
Exchange rate differences 38 2774 2489 12 187 217 5717
Balance at 31.12.2006 946 247874 135451 940 9435 20883 415529
Accumulated depreciation
Balance at 1.1.2006 - 104 643 72 209 523 3 606 - 180981
Additions - 23 477 12 844 143 1021 - 37485
Disposals - (2442)  (846)  (154)  (446) - (3888)
Transfers to assets held for sale
(Note 18) - (315) - - - - (315)
Exchange rate differences - 1162 1481 6 133 - 2782
Balance at 31.12.2006 - 126525 85688 518 4314 - 217 045
I mpair ment losses
Balance at 1.1.2006 - 5450 - - - 1728 7178
Additions (Note 3, 5) - 2217 - - 23 - 2 240
Disposals - (2174) - - - (521) (2695)
Transfers - 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 4626 174141
Net book value 31.12.2006 946 115808 49 749 422 5088 19692 191705
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Property, plant and equipment presented below cemftems under finance lease, were the Groupeis th
lessee:

Land Buildings Machinery & Vehicles Other Total
. tangible
equipment assets
Acquisition cost 31.12.2007 800 2 650 16 463 241 7 47 20 631
Accumulated depreciation 31.12.2007 894 7 503 77 63 3 8837
Net book value 31.12.2007 800 1756 8 960 164 1141 794
Acquisition cost 31.12.2006 827 2738 53 - - 3618
Accumulated depreciation 31.12.2006 - 787 53 - - 840
Net book value 31.12.2006 827 1951 - - - 2778

A calculation of the loss on the disposal of fix@sbets and a summary of impairment losses incimred
2007 and 2006 is presented in the table below:

2007 2006
Proceeds from the sale of property, plant and eqeig and
intangible assets 520 1082
Net book value of property, plant and equipment iatehgible
assets disposed (1 .814) (1 753)
Loss on disposal of property, plant and equipmadtiatangibles (1 294) (671)
Gain on disposal of assets held for sale (Note 18) 139 2 082
Gain/(Loss) on disposal of property, plant and pomént, intangible
assets and non-current assets held for sale (1 155) 1411

According to loan agreement with ABN Amro Bank N(ote 20) the property, plant and equipment of
American Restaurants Sp. z 0.0. and American Resttus.r.0. are used as collateral. The net bablev
of these assets amounted to 181 085 TPLN (31 Demel6: 164 152 TPLN).

Depreciation expense has been charged in ‘restawgmenses’ — 43 676 TPLN (previous period:
34 427 TPLN) and in general and administrative (G&%&penses — 2 323TPLN (previous period: 3 058
TPLN).
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11 Other intangible assets

Intangible assets movements in 2007 and 2006 candsented as follows:

2007

Favourable leases

Rights to us Other intangibl
Pizza Hut , KF( assets
and Burger Kin

trademarks

Total

Acquisition cost

Balance at 1.1.2007
Acquisitions (Note 4)
Additions

Disposals

Exchange rate differences
Balance at 31.12.2007

Accumulated amortisation
Balance at 1.1.2007
Additions

Disposals

Exchange rate differences
Balance at 31.12.2007

I mpair ment losses
Balance at 1.1.2007
Additions

Disposals

Exchange rate differences
Balance at 31.12.2007

Net book value 1.1.2007
Net book value 31.12.2007

9 465 16315 9058 34 838
1422 266 1688
- 3431 2876 6 307
- (992) (727) (1719)
- (401) (64) (465)
9 465 19775 11409 40 649
4238 11410 6260 21908
2 865 1848 1485 6 198
- (962) (342) (1 304)
- (143) (35) (178)
7 103 12153 7368 26 624
- 101 - 101
- (30) - (30)
- (1) - 1)
- 70 - 70
5227 4804 2798 12829
2362 7 552 4041 13 955
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Rights to us

Pizza Hu

and KFC Other intangibl
2006 Trademarks Favourable leases  trademarks assets Total
Acquisition cost
Balance at 1.1.2006 338 8 389 14 851 8 843 32421
Acquisitions - 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 2861 1814 1364 6 108
Disposals (110) - (193) (119) (422)
Exchange rate differences 2 - 147 36 185
Balance at 31.12.2006 - 4 238 11 410 6 260 21908
I mpair ment losses
Balance at 1.1.2006 - - 62 42 104
Additions - - - - -
Disposals - - (4) - (4)
Exchange rate differences - - 1 - 1
Balance at 31.12.2006 - - 59 42 101
Net book value 1.1.2006 299 7012 5147 3822 16 280
Net book value 31.12.2006 - 5227 4 846 2756 12 829

Other intangible assets comprise mainly software.

There are no intangible assets self-generated apithised by the Group.

Amortisation expense has been charged in ‘restauveapenses’ - 5712 TPLN (previous period:
5750 TPLN) and in general and administrative (G&&jpenses - 486 TPLN (previous period:

358 TPLN).
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12 Goodwill

Changes in goodwill can be presented as follows:

2007 2006
Acquisition cost
Balance at the beginning of period 23516 4 765
Additions (Note 4) 142 696 18 666
Exchange rate differences (10 859) 85
Balance at the end of period 155 353 23516
I mpair ment losses
Balance at the beginning of period - -
Balance at the end of period - -
Net book value, beginning of period 23516 4765
Net book value, end of period 155 353 23516

Acquisitions prior to 2007

Goodwill in the amount of 18 666 TPLN (18 693 TPhBN at 31 December 2007 after the adjustment for
positive foreign exchange differences of 27 TPL&lates to the acquisition of American Restaurarits K
(previous name: Kentucky System Kft.) in June 200Bereas goodwill in the amount of 4 819 TPLN
(4 829 TPLN as at 31 December 2007 after the adgst for positive foreign exchange differences ®f 1
TPLN) relates to the acquisition of miklik’s fooslr.o. in May 2005.

New acquisitions

Provisional goodwill in the amount of 142 696 TPIN81 831 TPLN as at 31 December 2007 after the
adjustment for negative foreign exchange differsnoe the amount of 10 865 TPLN) relates to the
acquisition of OOO Pizza Nord (Note 4).

Impairment tests

As at 31 December 2007 the Group performed testsripairment of goodwill related to the acquisiton
of American Restaurants Kft. and miklik’s food s.rThe smallest cash generating unit of the acduire
businesses is each individual restaurant in CzesgfuRlic and Hungary. However goodwill was allocated
to all Group’s restaurants in each country as manitored for internal management purposes ontepun
basis and cannot be allocated on a non-arbitragjsb@® individual restaurants. This group of cash
generating units for goodwill impairment test isnsistent with the Group’s reportable segment as
determined in accordance with IAS 14,

Similar assumptions were for the impairment teggaddwill on acquisition of American Restaurants. Kf
and miklik’s food s.r.o. The recoverable amounthaf cash generating unit was based on a calculafion
value in use. This calculation uses cash flow mtigas based on past performance and expectations f
the market development and the five-year businkss @ pre-tax discount rate of approximately 108
cent has been used in discounting the projecteauftmss. Budgeted operating margin was assumeldeat t
level of about 9% and growth rate used to extrapatash flow beyond budget period was 5%.

The provisional goodwill related to the acquisiti@inOOO Pizza Nord will be tested for impairmenten
the provisional accounting is completed, i.e. a30afune 2008 (see Note 4).
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13 Other non-current assets

The other non-current assets balance at 31 Dece2Mf&grand 31 December 2006 are summarized in the
table below:

31.12.2007 31.12.200

Operating lease prepayments 11 753 13 30¢

Receivable from the previous owner of OOO Pizzad\Navperating lease

contract (Note 4) 16 562 -

Prepayment (3 years) to the previous owner of O@@aRNord - operating

lease contract (Note 4) 10 600 -

Rent deposits 8 250 3 86¢

Other 787 54¢
47 952 17 72¢

Receivable from the previous owner of OOO PizzadNorthe amount of 16 562 TPLN is denominated in
USD, matures within 7 years and its effective iastrate is 9.9%. The fair value of the receivable
approximates the balance sheet value.

14 Inventories

Inventories at 31 December 2007 and 31 Decembe6 20dnprise primarily of food and packaging
materials used in restaurant operations. Inverd@ie stated net of provisions. The balance ofigians
amounted to 795 TPLN as at 31 December 2007 an®e&&Ember 2006. There were no changes of
provisions for inventories in the 12 months pergsdied 31 December 2007 (previous period: increfise o
201 TPLN) (Note 3, 5).

Inventories with a value of 7 363 TPLN (31 Decemd@06: 6 383 TPLN) are pledged as security for loan
received from ABN Amro Bank N.V. (Note 20).

15 Trade and other receivables

31.12.2007 31.12.200

Trade receivables - third party 12 628 9 80¢
Trade receivables - related parties (Note 31) 56 93
Other taxes receivable 6 041 3 85:
Other receivables 1595 137¢
Provisions for receivables (Note 32) (3587) (3670

16 733 11 46(

16 Other current assets
31.12.2007 31.12.200

Prepaid utilities 2 866 2 42(
Prepaid rent 4760 1 92¢
Prepaid insurance 187 293
Other 3 808 133

11 621 5 97¢
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17 Cash and cash equivalents and held to maturity financial assets

The cash and cash equivalents balance at 31 Dec@®®é and 31 December 2006 are summarized in the
table below:

31.12.2007  31.1200¢

Cash at bank 36 182 14 34«
Cash in hand 10 691 10 891
46 873 25 24:

The Group purchased held to maturity financial @sgeertificates of deposits) on November 2006tHer
amount of 9 954 TPLN with a maturity on January 200he balance sheet value of the investment
amounted to 9 984 TPLN as at 31 December 2006ctiféeinterest rate was 4.59%.

In January 2007 held-to-maturity financial assettured and the cash was received in the amount of
9 984 TPLN. There were no held to maturity finahessets as at 31 December 2007.

The Group considers credit risk of cash at bankbéovery low. Fair value of those investments
approximates carrying amounts. The maximum expotsuceedit risk of those investments approximates
to their balance sheet value.

18 Assetsheld for sale

In May 2007 a transaction of selling a restauraniiding located in Poland for 4 000 TPLN was
concluded.

The calculation of gain on disposal of non-cur@sgets classified as assets held for sale islas/fol

2007 2006
Revenue from disposals of assets held for sale 04 00 5000
Net book value of assets held for sale (3861) (2 918)
Profit from disposal of assets held for sale 139 2 082

Non-current assets held for sale belonged to thgrgehical segment ,Poland”.

As at 31 December 2007 the Group does not haveaasgts held for sale (31 December 2006: 3 861
TPLN).

19 Equity
Share capital

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

As of 31 December 2007, there are 14 170 606 shHaseed and outstanding (31 December 2006:
13 500 000 shares). All issued shares are fullg.pBive authorized share capital consists of 1500
shares.

On 27th of August 2007 the new issue of 670 60Geshavas registered. The issue related to the
acquisition of OOO Pizza Nord (further details -t&ld). The nominal value of the issue was 25 TPLN.
Share premium amounted to 99 962 TPLN.

The holders of ordinary shares are entitled toivecdividends as declared from time to time and are
entitled to one vote per share at shareholder mgetf the Company.
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Other reserves

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

shares, made by the shareholders of the GroupébtiferiPO on WSE.

Trandation Reserve

The translation reserve comprises all foreign emgkadifferences arising from the translation of the

financial statements of foreign operations of theup into PLN. Translation reserves as at 31 Deegmb

2007 relates to the following items:

Translation differences on goodwill

31.12.2007

10 865

Exchange differences arising on the eliminated ugmrsolidation group loans for which
settlement is neither planned nor likely to oceuthe foreseeable future, whitdrm par

of a net investment in a foreign operation

8675

Translations of the results and financial positidfioreign operations into presentation

currency

20 Interest-bearing loansand borrowings

The table below presents interest-bearing loansbamcbwings at 31 December 2007 and 31 December

3914
23 454

2006:
Non-current 31.12.2007 31.12.2006
Bank loans 124 146 72 140
124 146 72 140
Current 31.12.2007 31.12.2006
Bank loans 38 552 918
38 552 918
Bank loans
Currency Bank Effective interest rate 31.12.2007 .132006
PLN BPH-PBK 6.62% - 918
PLN ABN Amro Bank N.V. 5.60% 77 000 -
CZK ABN Amro Bank N.V. 3.81% 69 810 72 140
RUB Raiffaisen Bank 12.26% 5300 -
RUB OAO FDC 12.50% 10 588 -
162 698 73 058
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Bank loans comprise mainly of investments loansribgafloating interest rates based on PRIBOR,
RIBOR and WIBOR. Contractual reprising of bank Isamd interest rate risk is on a monthly basis.

According to the loan agreement with ABN Amro BaMk/., the Group is required to maintain certain
financial ratios as specified in the agreement.s€himclude net debt index, (the ratio of net debt t
EBITDA), interest coverage and the balance sheeictsire (the net fixed assets defined as total
consolidated equity less net intangible assetstlamaet goodwill to total assets). The Group méaetz

all financial ratios described above as at 31 Déxara007.

Please refer to Note 10 and 14 for details reggrdléturity pledged for the above loans.

Effective interest rates are similar to marketsdte given types of loans. Fair value of presergbdve
liabilities is not significantly different from cafing amounts.

Maturity of bank loans is presented below:
31.12.2007 31.12.2006

Less than 1 year 38 552 918
Between 1-2 years 55 927 13741
Between 2-5 year 64 552 41 223
Over 5 years 3 667 17 176

162 698 73 058

The Group has the following undrawn borrowing fitieis:
31.12.2007 31.12.2006

Floating rates

- expiring within one year 14 489 10 202
- expiring after one year 57 000 23831
71 489 34 033

21 Employee benefits and share option plans
Long term service employee benefits

In accordance with the Company’s employment reiguist certain employees have the right to jubiggents

for long-term employment in accordance with the d® employment regulations. These employees reeeiv
lump sum in local currency equivalent to USD 30@rathe completion of 5 years of employment andnapl
sum in local currency equivalent to USD 1 000 afiercompletion of 10 years of employment. Theu@roas
made an accrual of 1 221 TPLN for the jubilee ati@n as of 31 December 2007 and 913 TPLN as of 31
December 2006. The accrual for the jubilee obbgatelated to the management amounted as at 31ribece
2007 4 TPLN. Actuarial assumptions: discount rai&% and expected turnover % per year: 40.

Share option plan 1

The plan was set up in 1999 and initially settledash. It related to the Group’s key employeesriipe
Group’s IPO on 27 April 2005, the plan was conwtte settled in shares instead of cash. Additigrll
obligations under the plan were assumed by ARC ($&e 1a). ARC assumed responsibility for the
option settlements with employees (vested and ested upon IPO). The value of liability in the ambu
of 1 944 TPLN was transferred to the equity.
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Share option plan 2

In April 2005, the Group established an employ@elsbption plan for key employees, settled in share
The total number of shares to which options aratgahis determined by the Board but cannot excééd 3
of the total outstanding shares. In addition, tenber of shares acquired by employees from options
exercised is limited to 200 000 annually. Under gtan, the Company is entitled to determine among
other matters, participating employees, numbemtibas granted and the grant date. The option ik

the vesting period will generally be the closingrghprice at the option grant date and carry edh#ior 5
year vesting period.

The terms and conditions of the grants are asvistlio

Grant date Number of Vesting conditions Exercise price Contractual life
options granted in PLN of options
Plan 1
at 30 April 1999 75 250 5 years, graded, 20% per year 6.4 10 years
at 30 April 2000 53 750 5 years, graded, 20% per year 25.6 10 years
at 30 April 2001 76 300 5 years, graded, 20% per year 25.6 10 years
at 30 April 2002 74 600 5 years, graded, 20% per year 16.0 10years
at 30 April 2003 55 100 5 years, graded, 20% per year 16.0 10years
at 30 April 2004 77 800 5 years, graded, 20% per year 19.2 10years
Total 412 800
Plan 2
At 30 April 2005 79 300 5 years, graded, 20% per year 24.0 10years
At 30 April 2006 75 000 5 years, graded, 20% per year 48.4 10 years
At 30 April 2007 89 500 5 years, graded, 20% per year 96.5 10 years
Total 243 800

The number and weighted average exercise pricehare options for the 12 months period ended 31
December 2007 and 12 months ended 31 Decembera28G6 follows:

2007 2006
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 at the
beginning of the period PLN 26.9 151400 182 200 PLN 20.6 79 300 203 900
Exercised during the

period - - (17800) PLN18.3 - (9 140)
Forfeited during the

period PLN29.4 (29770) (33200) PLN19.7  (2900) (12560)
Granted during the

period PLN 96.5 89 150 - PLN 48.4 75 000 -
Outstanding, end of the

period PLN 42.3 210780 131200 PLN 26.9 151400 182200
Exercisable at the end

of the period PLN 22.2 45770 123380  PLN 20.0 15760 146 660
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The fair value of services received in return foare options granted are measured by referente tfair
value of share options granted. The estimate ofdinevalue of the services received is measuregda@n
a trinominal tree model and Monte-Carlo model. Thatractual life of the option (10 years) is ussda
input into this model. Expectations of early exsecare incorporated into the trinominal tree model.

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

Granted inthe  Granted inthe  Granted in the period from  Granted till

period from period from 1/1/2005 to 31/12/2005 the end of

1/1/2007 to 1/1/2006 to 2004

31/12/2007 31/12/2006

Plan 2 Plan 2 Plan 2 Plan 1 Plan 1

Average fair value at grant date PLN 27.2 PLN 15.5 PLN 8.9 PLN 6.8 PLN 6.6
Average share price at grant
date/date of valuation PLN 96.5 PLN 48.3 PLN 25.7 n/a n/a
Average exercise price PLN 96.5 PLN 48.3 PLN 24.0 LN 8.6 PLN 18.6

Expected volatility (expressed as

weighted average volatility used in

the modelling under the trinomial

tree model)* 33% 31% 40% 40% 40%

Expected option life (expressed as
weighted average life used in the
modelling under the trinomial tree

model 9.9 years 9.9 years 9.9 years 7.0 years easy
Expected dividends

(commencing 2008) 18.8% 18.8% 18.8% 19.4% 19.4%
Risk free interest rate (based on

interbank interest rates) 5.5% 4.98% 4.5% 4.5% 5.8%
* Prior to 2006 the Company had no history of palguotations on WSE and the expected volatility dptions

granted before 2006 was based on the historic iltylabf comparable companies operating on the WSE
(calculated based on the weighted average remadliféngf the share options), adjusted for any expeéchanges

to future volatility due to publicly available inmimation. For options granted in 2006 and 2007 fdirevalue at
grant date was based on actual volatility of quotatof the Company.

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

Expenses recognized related to share-based payplansscan be summarized as follows:

2007 2006

Value of employee services 1433 497
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Pension, health care, sickness fund state contributions

Expenses of contributions to the government arfelkmsvs:

2007 2006

Pension, health care, sickness fund state contimit 31291 26 328

There are no other compensation benefits (apam fitese mentioned above) such as post-employment
benefits (other than required by law in partic@auntries) or termination benefits.

22 Provisions

The table below presents a roll forward of prowvisio

Translatiol
2007 01.01.2007 Additions Used Released reserve 31.12.2007
Onerous lease
contracts 3322 890 (869) (1 185) (35) 2123
Provision for legal
claims 2243 - (1 418) (128) - 697
5 565 890 (2 287) (1 313) (35) 2820
Translatiol
2006 01.01.2006 Additions Used Released reserve 31.12.2006
Onerous lease
contracts 3150 909 (323) (449) 35 3322
Provision for legal
claims 1540 703 - - - 2243
4 690 1612 (323) (449) 35 5 565

Provision for onerous contracts

As at the balance sheet date the Group recogniestisipn for loss making lease contracts. The Gt
are mainly related to locations, where the Groupsdoot operate restaurants but subleases locdtons
other entities at unfavourable conditions. Provisieas calculated using 10.9% discount rate. Theease
of discount rate by 10.00% (from 10.9% to 12.0%pldaesult in a decrease of provision by 54 TPLN.

Reserve for legal claims
From time to time, the Group is involved in routiiteyation and proceedings during the current seusf
business. As of the balance sheet date, the Gragprdtorded the provision for legal claims detailed

above, which represents the Group’s best estimhtiheo probable loss expected to result from such
litigations or proceedings.
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23 Other non-current liabilities

Other non-current liabilities comprise mainly nament portion of deferred income from advertising
services provided to one of the Group’s suppliersn{related party). For information on non-current
portion please refer to Note 24. The Group hasiveddn advance a cash remuneration of 750 TUSD for
advertising services which are to be rendered &vgears period, starting 1 January 2006. Non-ctirren
portion of deferred income in relation to that ami@a to 1 014 TPLN and 1 521 TPLN at 31 December

2007 and 31 December 2006, respectively.

24 Tradeand other accounts payable

Trade and other accounts payable are summarizbe iable below:

Accounts payable to third parties:
Trade payables
Uninvited rent and deliveries for restaurants
Payables to employees
Social insurance liability
Other taxes payable
Deposit received
Other accounts payable to third parties

Accounts payable to related parties (Note 31)

Accruals:
Bonuses to employees
Marketing services
Unused holidays
Professional services

Accrued acquisition costs (business combinations)

Other

Deferred income - current portion (Note 23)
Social Fund

25 Financeleaseliabilities

Finance lease liability — present value of liajgilit

No later than 1 year
Later than 1 year, no later than 5 years
Later than 5 years

50

31.12.2007 31.12.2006
94 385 63 428
60 859 43 119

10 64 7428
7518 5162
4 566 3447
4127 1711

- 80
6671 2481
1120 3404
14 622 9790
4 386 3 669
986 -
5688 3817
2191 2 255
849 -
522 49
1 006 080
417 481
111 550 77 903
31.12.2007 31.12.2006
1442 68
1342 413
2818 2913
5 602 3394
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Finance lease liabilities — minimum lease payments:
31.12.2007 31.12.2006

No later than 1 year 2 154 669
Later than 1 year, no later than 5 years 3685 2 657
Later than 5 years 5570 5972
Total minimum lease payments 11 409 9298
Future finance charges on finance leases (5 807) (5904)
Present value of finance lease liabilities 5 602 3394

26 Operating leases

The Group has numerous operating leases, prinfarilthe rental of restaurant locations. Rental cais
for restaurant locations are typically concludeddgeriod of ten years, subject to certain minimmatice
periods for cancellation.

Estimated minimum lease payments related to nonetiafble operating lease agreements are as follows:

31.12.2007 31.12.2006

No later than 1 year 44 354 38914
Later than 1 year, no later than 5 years 228 097 142 434
Later than 5 years 85 589 107 925
Total minimum lease payments 358 040 289 273

For numerous restaurants (mainly for those locateshopping malls) the rental fees are composea of
fixed fee and a fee contingent on the revenuesi®fréstaurant. The contingent fee typically represse
2.5% to 9% of restaurant sales. Operating leaseresgs are as follows (Note 5):

2007 2006
Fixed part Contingent Total Fixed part Contingent  Total
part part

Czech Republic 13 658 2361 16 019 12 565 1605 14 170
Hungary 3499 346 3845 1445 303 1748
Poland 21421 13080 34501 18 651 10471 29122
Russia 9479 251 9730 - - -
Bulgaria 353 - 353 - - -
Serbia 97 - 97 - - -

48 507 16 038 64 545 32661 12 379 45 040

The Group also is also a party of sub-operatingdsaRevenues from such contracts are as followte (N
6):

2007 2006
Czech Republic 81 83
Hungary 49 35
Poland 1618 1977
1748 2 095
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27 Loan security

Loans are secured by various means of pledge anjage on tangible fixed assets and on inventeries
see Note 10 and 14.

28 Earningsper share

Basic and diluted earnings per ordinary share al@iated as follows:

2007 2006
Net profit attributable to shareholders of the pare 48 402 38 466
Ordinary shares at 1 January 13 500 000 13 500 000
Effect of shares issued 336 227 -
Effect of stock options granted in 2005 59 678 36 130
Effect of stock options granted in 2006 36 293 -
Effect of stock options granted in 2007 - -
Weighted average number of ordinary shares 139821 13536 130
Basic earnings per share 3.50 2.85
Diluted earnings per share 3.47 2.84

The effect of potential ordinary shares resultiogrf stock options granted is slightly dilutive.
29 Commitments and contingencies

Under the signed franchise agreements related 0 &kd Pizza Hut, the Group must from time to time
upgrade, modify, renovate or replace all or paitofestaurants or any of their fittings, fixtur@ssignage

or any of the equipment, systems or inventory usdtie restaurant in order to maintain compliandia w
the relevant franchisor’'s then current standardgirig each of the initial term and the renewal teifm
any, the franchisor may not require more than temgrehensive refurbishments of all fittings, fixdsy
sighage, equipment, systems and inventory in trentfof-house” area of each restaurant to thereotirr
standards and more than one comprehensive refambighof all fittings, fixtures, signage, equipment,
systems and inventory in the “back-of-house” aré@&axh restaurant. The Group estimates the cost of
upgrades at 1.5 percent of annual restaurant isefesire periods.

Commitments arose on concluded agreements witheBu€mg and Starbucks as well as main conditions
of current and future franchise agreements areritbestcin Note 1(a) and 1(f).
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30 Investmentsin associates

Changes in investments in associates can be peesastfollows:

2007 2006
At the beginning of the period 1221 574
Acquisition of shares - 10
Share of profit of associates 1132 637
Exchange differences - -
2 353 1221

The Group’s investments in associates, all of whach unlisted, and their main financial data are as
follows:

| . profiy . 0Of
Name of associate Country Assets Liabilities Revenues interest
(loss)
held
31 December 2007
Worldwide Communication
Services LLC USA 145 79 - (6) 33.33
Synergy Marketing Partners
Sp.zo.0 Poland 127 71 2733 6 26.66
Red 8 Communications Group
Sp. z 0.0. Poland 5 287 2 095 16 027 1962 17.33
Synergy Marketing Partners Czech
s.r.o. Republic 21 0 168 9 24.00
SCM Sp. z 0.0 Poland 4193 305 5443 1671 45.00
SCM s.r.o. Czech
Republic 188 79 425 109 40.50
| . profiy 20 Of
Name of associate Country Assets Liabilities Revenues interest
(loss) h
eld
31 December 2006
Worldwide Communication
Services LLC USA 156 82 - (83) 33.33
Global Communication
Services Sp. z 0.0. Poland 41 98 - (7 33.33
Synergy Marketing Partners
Sp. zo.0 Poland 2758 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 Czech
s.r.o. Republic 664 653 775 a7 24.00
SCM Sp. z 0.0 Poland 2518 301 4 602 1481 45.00
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31 Related parties

Trade and other receivables from related parties:

31.12.2007 31.12.2006
Metropolitan Properties International Sp. z o.0. 4 3 26
American Retail Concepts - 11
American Retail Systems Sp. z o.0. 3 -
Associates 19 56
56 93
Trade and other payables to related parties:
31.12.2007 31.12.2006
ARC 524 556
American Retail Systems Sp. z o.0. 271 161
Associates 325 2 687
1120 3404
Sales of goods and services:
2007 2006
Metropolitan Properties International Sp. z o.0. 8 26
American Retail Systems Sp. z o.0. 103 84
Associates 83 72
194 182
Purchases of goods and services:
2007 2006
Metropolitan Properties International Sp. z o.0. 528 281
ARC 3816 3116
American Retail Systems Sp. z o.0. 1841 1609
Associates 5261 18 193
11 203 23 199

ARC, IRI, American Retail Systems Sp. z 0.0., M@bbtan Properties International Sp. z o.0.

As described in Note 1(a), ARC together with itbsidiaries - IRI, American Retail Syster®s. z o.oare
related parties as at 31 December 2007 and as@e&dmber 2006. Metropolitan Properties Internation
Sp. z 0.0. is the company owned by Henry McGovern.

ARC was founded by Donald M. Kendall, Sr., Donald iKé&ndall, Jr. and Christian R. Eisenbeiss, who
served as Supervisory Board members of the Groap 3% December 2007 and Henry J. McGovern who
is a Management Board member of the Company andséhér executive managing the operating
businesses in Poland and the Czech Republic.
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The ownership structure of ARC as at 31 Decemb8r 28 shown in the table below:

Percent Ownership

Donald M. Kendall, Sr. 30.00%
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 consulsergices provided by ARC for the Czech and Polish
operating entities. The major obligation is for ARLCprovide management services including payirg th
salaries and certain other expenses of certain mendf the Group’s management team. These salaries
and services are invoiced to the Group’s subsikamonthly. The professional fees paid by the Cowypa
and its subsidiaries to ARC amounted to 3 816 TRIoN 3 116 TPLN for the twelve months ended 31
December 2007 and 31 December 2006, respectively.

Additionally, the Group created a provision foriestted costs related to management services prbvide
by ARC in the amount of 1 330 TPLN (31 December®00611 TPLN).

Starting from 27 April 2005, ARC assumed obligatidor the settlement of stock option plan (See Note
21).

In addition to its ownership interest in the Grodf®C conducts real estate operations through itsliyh
owned subsidiary, American Retail Systems Sp. z (ARS). The Group leases three restaurant
properties from ARS at market rates consistent thithlease terms and conditions in its restauesadds
with third parties.

As at 31 December 2007 r. the Group recognisetsicdnsolidated balance sheet prepayments for rent
amounting to 10 280 TPLN) made in 2005 on behalkRE in connection with concluded lease contracts
for 4 restaurants for ten-year period startingd02.

The Group’s offices in Wroclaw are also locatedibuilding owned by ARS and Metropolitan Properties
International Sp. z o.0.

The rent and other costs paid by the Group amslitsidiaries to ARS were 1 842 TPLN and 1 609 TPLN
for the twelve months ended 31 December 2007 aride®&mber 2006, respectively.

The rent and other costs paid to the company owgddenry McGovern — MPI were 285 TPLN and 281
TPLN for the twelve months ended 31 December 20@ir3 December 2006, respectively.

The Group payables in respect of the above mertditnamsactions amounted to 795 TPLN and 161 TPLN
as at 31 December 2007 and at 31 December 20@@ctesely.

On 1 April 2006, waiver of loans from IRl and YUMame into force, based on loan waiver agreements
signed by IRl and dated September 4th, 2006. Theeagents covered loans granted to the Group by IRI
and YUM! in previous years. The carrying amounthafse loans upon 1 April 2006 was 3 396 TPLN. As
at 31 December 2005, carrying amount of these leass3 059 TPLN (1 332 TPLN (YUM!) and 1 727
TPLN (IRI)). Shortly before the waiver, YUM! traresfed its receivables related to the loan to IR3. A
loans were waived, the Group recognised in 2006aditpn the amount of 3 396 TPLN which was
presented as finance income (See Note 7).
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Associates
Worldwide Communication Services LLS

Worldwide Communication Services LLS (WCS) andsitbsidiaries provided the Group with marketing
services until the end of March 2007. Amounts Hiltyy WCS to the Group (mainly through its subsigiar
— Synergy Marketing Partners Sp. z 0.0.) for 200d 2006 amounted to 3 839 TPLN and 17 919 TPLN,
respectively.

Transactions with key management personnel

Key management remuneration (members of the ManageBoard of AmRest Holdings N.V.) paid by
ARC and directly by the Group is as follows:

2007 2006
Management Board remuneration paid by ARC 40 120
Including additional benefits - -
Management Board remuneration paid directly byGheup 2 286 1206
Including additional benefits - -
Management Board remuneration, total 2 326 1326

Including additional benefits - -

Key personnel of the Group receive also remunarafiom ARC (apart from the management of the
Company, subsequently recharged to the Group) Managt remuneration paid by ARC amounted to
3815 TPLN and 3 282 TPLN for 2007 and 2006, respely.

Key management participates also in share optiograms (see Note 21). Share based payment expense
which relates to key management amounted to 222NTéHd 76 TPLN in 2007 and 2006 respectively.

31.12.2007 31.12.2006

Number of options granted 131 000 117 000
Number of options available 102 800 83 400
Fair value of options at the moment of grant 1006 PLN 918 300 PLN

There were no commitments to former employees 83 &ecember 2007 and 2006.
32 Critical accounting estimates and judgments
Key sources of estimation and uncertainty

Estimates and judgments are continually evaluatedl @re based on historical experience and other
factors, including expectations of future eventt tire believed to be reasonable under the cireunoss.

The Group makes estimates and assumptions congettmenfuture. The resulting accounting estimates
will, by definition, seldom equal the related adtuasults. The estimates and assumptions that have
significant risk of causing a material adjustmenttte carrying amounts of assets and liabilitiethiwithe
next financial year relate mostly to goodwill impaent, depreciation and amortisation, deferred tax.
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Estimated impairment of goodwill

The Group tests annually whether goodwill has saffeany impairment, in accordance with the
accounting policy presented in Note 1n. The recaer amounts of cash-generating units have been
determined based on value-in-use calculations (M&e No impairment was recognised in relation to
goodwill existing at 31 December 2007 and 31 Deama®06. The 10% increase of discount rate (from
10.8% to 12%) or the 10% decrease of operatingfloaghwvould not result in impairment charge.

Estimated depreciation rates

The increase of average useful lives by 10% woetdilt in a decrease of depreciation expense for 200
by approximately 4 609 TPLN.

Judgments

The most critical judgments relate to lease clacsgibn — See Notes 25 and 26 and recognition fefrckl
tax asset on tax losses carry forward — Note 9.

33 Financial instruments

The Group’s activities expose it to a variety afafincial risks: market risk (including currency anttrest
rate risk), liquidity risk and to a limited degreedit risk. The Group’s risk management prograou$es
on the unpredictability of financial markets anélseto minimize potential adverse affects on theupis
financial performance.

Risk management is carried out under policies amatdy the management.
Credit risk

Financial instruments that potentially subject @®up to concentrations of credit risk consist gipally

of cash and cash equivalents and receivables. Thep(laces its cash and cash equivalents in fiahnc
institutions with high credit ratings. There are significant concentrations of credit risk with pest to
trade and other receivables as sales are primadlge in cash or via major credit card. In 2007 @rou
created additional provision for receivables expasecredit risk in the amount of 14 TPLN (Note53,
Maximum amount exposed to credit risk is 36 882 NPL

The timing structure of receivables and bad ddbtances is as follows:

current past due in days Total
up tc 91 181 ovel
90 -180 -365 365
Trade and other receivables 14424 1201 377 178 4 o320
Bad debt allowance - (9) (54) (50) (3474B587)

14424 1192 323 128 66616 733

The Group did not recognise impairment of pasttdage and other receivables amounting to 2 309 TPLN
because it expects that they will be recoveredtata amount.
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Interest rate risk

The Group’s interest-bearing borrowings typicalgab floating interest rates (see Note 20). The sy
to interest rate cash flow risk is not hedged. Geup analyses current market situation regarditeyést
rates taking into consideration refinancing or gmimting the terms of contracts. The impact orfipoy
loss is analysed on a quarterly basis.

If interest rates on borrowings in the 12 monthsiquk ended 31 December 2007 had been 10%
higher/lower, profit for the year would have bedoat 786 TPLN lower/higher.

Foreign currency risk

The Group is exposed to foreign currency risk agsfrom various currency exposures other than
currencies used in the relevant companies of theugr Foreign exchange risk arises from future
commercial transactions, recognized assets anifitled In addition, the rent due on a significquurtion

of the Group’s restaurant leases is indexed to tlirdor euro exchange rates. Although the Grogkse
where possible to agree rents in local currencynynassors still require rents to be indexed t@eurus
dollar exchange rates.

In order to minimize exposure to foreign curreniskyramong other things, the Group aims to redbee t
impact of short-term fluctuations. Over the loregnt, however, permanent changes in the foreign
exchange and interest rates would have an impacbesolidated earnings.

As at the 31 December 2007, Group’s assets anditled are denominated mainly in the functional
currencies of its subsidiaries. If the Czech crdvad strengthened/weakened by additional 10% against
the US dollar, profit for the year would have b&831 TPLN higher/lower.

The Group currently does not use derivatives toagarcurrency risk.
Liquidity risk
Prudent liquidity risk management includes maintajrsufficient cash and equivalents and the avaiiab

of funding from adequate amount of committed créads.

The table below analyses the Group’s financialiliiéds that will be settled on a net basis intéev@ant
maturity groupings based on the remaining periothatbalance sheet date to the contractual maturity
date. The amounts disclosed in the table are thizamiual undiscounted cash flows.

Maturity of long term and short term loans is dofes (undiscounted):

2007 2006
Capita Interests an Total Capita Interests an Total
instalments other costs instalments other costs
Less than 1 year 38 552 9890 48442 918 2796 3714
Between 1 - 2 year 55 927 13226 69153 13741 2491 16 232
Between 2 - 5 year 64 552 4618 69170 41 223 4 425 45 648
Over 5 years 3 667 70 3737 17 176 489 17 665
162 698 27804 190502 73 058 10 201 83 259

Capital risk

The Group’s objectives when managing capital argafeguard the Group’s ability to continue as angoi
concern in order to provide returns for sharehalderd benefits for other stakeholders and to niaifata
optimal capital structure to reduce the cost ofteap

The Group monitors capital on the basis of theiggamatio. This ratio is calculated as net debtdéd by
total engaged capital. Net debt is calculated &8 tmrrowings (including borrowings and payabliess
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cash and cash equivalents. Total capital is cakedlas equity, as shown in the consolidated balsheet,
plus net debt.

The gearing ratios at 31 December 2007 and 31 Dieee006 were as follows:

12’2007 12'2006
Bank loans total (Note 20) 162 698 73 058
Less: cash and cash equivalent (Note 17) (46 873) 5242)
Net debt 115 825 47 817
Total equity 291 423 155 875
Capital involved 407 248 203 692
Gearing ratio 28% 23%

34 Subsequent events

On 21st January 2008 the letter of intent betwearRAst and BKE regarding Bulgaria was signed.
Both parties have agreed to enter into negotiatiotended for BKE to grant AmRest a development
agreement and franchise agreements in Bulgari@ n€lgotiations will include the specific terms and
conditions that will be mutually acceptable to bgidrties as it relates to AmRest developing and
operating Burger King restaurants in Bulgaria.

On 27th February 2008 AmRest signed the final gasethase agreement, regarding 9 Rostik's—KFC
restaurants operated by OOO Tetra in Russia. Tthéttansaction price amounted to USD 12 million.
The agreement assumes that the payment for particestaurants will be made through separate
escrow account and cash will be released to thersehce the lease rights, regarding particular
restaurants, are transferred from OOO Tetra taGtmip. AmRest will fully control these restaurants
once these rights are actually transferred.

On 31st March 2008 AmRest signed the final asseth@mse agreement, regarding 5 Rostik’s—KFC
restaurants operated by OOO Fast Food RestauranigppGn Russia. The total transaction price
amounts to USD 6.15 million. The agreement assuthes the amounts regarding particular
restaurants will be made through separate escroauat and final payments will be released once the
lease rights, regarding particular restaurantstraresferred from OOO Fast Food Restaurants Group
to AmRest. AmRest will fully control these restanisaonce these rights are actually transferred.
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