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In accordance with Article 64 paragraph 5 of fkat of 07 May 2009 on statutory auditors
and their self-government, entities authorized tadif financial statements and public
oversight(Journal of Laws No. 77 item 649, as amended)KiNA prepares, by 30 April of
the following year, an annual report covering themprehensive information on the
functioning of the quality assurance system, on rémults of the disciplinary procedures
against statutory auditors and on the fines impasethe entities authorized to audit financial
statements.
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INTRODUCTION

A legal basis for introduction and functioning diet public oversight of financial audit in

Poland is the Act of 07 May 2009 on statutory aarditand their self-government, entities
authorized to audit financial statements and publiersight, which entered into force on
06 June 2009. Therefore Poland adjusted the nalimn&ao the requirements of the Directive
2006/43/EC of the European Parliament and the Gbahd7 May 2006 on statutory audits

of annual accounts and consolidated accounts. Tirextive 2006/43/EC was an answer to
a number of scandals in the area of accountinghthe¢ been taking place in the USA and
Europe, as well as an answer to the solutionshidne been accepted in the USA.

It should be noted how important is the role thatutory auditors play while issuing opinions
about economic and financial position of econonperators. An effective public oversight of

statutory auditors and auditing companies is tairgethe markets in the European Union
from serious irregularities in financial statements

Within the public oversight system, since 02 JuB02 Poland has the Audit Oversight
Commission (the KNA), whose task is to oversee éhecution of the profession of a
statutory auditor, activity of the entities autlzed to audit financial statement (auditing
companied and the activity of the self-government of statytresidents — National Chamber
of Statutory Auditors (KIBR). The oversight of th&udit Oversight Commission over
activities of the self-government is justified mggby the fact that pursuant to the Act, a
number of key tasks have been delegated to thedadithe National Chamber of Statutory
Auditors. To the self-government, following the Wif the legislator, were delegated, in
particular: keeping the register of statutory amditand auditing companies, carrying out
inspections in auditing companies within the qyaldssurance system, carrying out
disciplinary procedures against statutory auditors.

Professional self-government has gained a new uble. Resolutions of the bodies of the
National Chamber of Statutory Auditors on systesués are subject to the procedure of
approval by the Audit Oversight Commission, white tremaining issues are evaluated by
their possible appealing to the administrative tolihese competences are also a source of
a wider responsibility for the issued resolutioibrias forced a regular and fluent cooperation
of the bodies of the self-government and the bodiethe public oversight which has an
influence on the quality of the oversight and gsqeption by the public opinion.

For the Audit Oversight Commission, the year 20E2 the last year for implementation of
the 3-year inspection plan in entities authorizedatdit financial statements conducting
financial audit activities in public interest erd#. Activities connected with prompt
conclusion of inspections and approvals of the aympaite reports from inspections were in
reference to this priority. In cooperation with thmancial Supervision Authority, activities
were undertaken within the scope of assurance gif lguality of the work of statutory
auditors against statutory auditors carrying owditsuof financial statements of Savings and
Credit Unions.

Tasks within the scope of the quality assuranceesysire particularly important in the light
of the experiences arising from the global finahciais which have shown that the statutory

! The termsauditing companiesandentities authorized to audit financial statemerdase used interchangeably
throughout the text of thReport of the Audit Oversight Commission for 2012
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auditors not always were able to identify the riskthe financial statements of the banks and
other entities which were crucially important foetstability of financial markets, audited by
them.

Having in mind the attempts to ensure uniform gples of the statutory auditor profession in
Poland, the Audit Oversight Commission has apprabedintroduction of the International
Federation of Accountants (IFAC) Code of Ethics ferofessional Accountants by the
01 January 2012 as code of ethics of statutorytewsdiapplicable in Poland and it has
supported the implementation of the Internatiotah8ards on Auditing (MSRF).

One of the many tasks implemented by the Audit €igat Commission in 2012 were the
activities aiming at broadening the knowledge opesuvisory bodies of economic units
concerning the cooperation with auditors. The AuMersight Commission has organized
a conference directed to the audit committees' neesnAudit committees: a key link in the
process of financial reporting and audifthe conference was held on 10 January 2013 in the
Warsaw Stock Exchange and it was attended by nhame 140 persons, including members
of audit committees of Stock Exchange listed conggmmmembers of supervisory boards,
statutory auditors. During the conference, Polistl eternational experiences on improving
the efficiency of the activities of the audit conttees were presented.

In comparison to the applicable provisions of lavd éhe analysis of reports from the carried
out inspections, approved by the Audit Oversighin@ossion, it has to be concluded that the
requirements imposed on both auditing companiesaadd committees are design to develop
joint communication and not just a one-sided itittiga of contacts by a statutory auditor in
reference to the performed activities of the anditi

In order to ensure a proper functioning of the publersight system over the auditing, the
Audit Oversight Commission has developed and sthemged the international cooperation
with other supervisory bodies, in particular by tjggpation: in plenary sessions of the
International Forum of Independent Audit RegulatdgFdAR), in meetings of the European

Group of Auditors' Oversight Bodies (EGAOB), andfbitowing up the results of works on

amendments in the supervisions of law on audittrthe@European Union level.

The report of the Audit Oversight Commission fod2(presents the functioning of the public
oversight system in Poland in its fourth year dhaty. The report contains four chapters and
contains, inter alia, detailed information on thedtioning of the quality assurance system
and the results of the disciplinary proceduresreggatatutory auditors.

The first chapter presents information on the faianaudit services market in Poland and the
description of the public oversight authority ouke statutory auditors, auditing firms and
self-government of statutory auditors. The secohdpter presents the basic information
concerning the operation of the Audit Oversight @ussion, including the composition,
objectives, operating mode and budget of the AQdirsight Commission. The third chapter
discusses the activity of the Audit Oversight Cossian in 2012, that is the activities within
the quality assurance system, disciplinary procesiurontrolling resolutions of the bodies of
the National Chamber of Statutory Auditors, conimngl the procedure of making entries to
the regqistry of statutory auditors and the list eftities authorized to audit financial
statements, international cooperation as well deerofctivities of the Audit Oversight
Commission within public oversight. The fourth cteppresents the activity of the bodies of
the National Chamber of Statutory Auditors withime tpublic oversight system in 2012. The
activity of the following was discussed: the Natabrsupervisory Committee, the National
Disciplinary Spokesperson, the National Disciplin&ourt and the National Council of
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Statutory Auditors. At the end of the report youlviind the action plan of the Audit
Oversight Commission for 2013.
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LIST OF ABBREVIATIONS

ABBREVIATION FULL NAME

EAIG European Audit Inspection Group

EGAOB European Group of Auditor’s Oversight Bodies

GPW Gietlda Papierow Wasdciowych w Warszawie S.A. (Warsaw
Stock Exchange)

IAASB International Auditing and Assurance Starm$aBoard

IFAC International Federation of Accountants

IFIAR International Forum of Independent Audit Ré&gors

KIBR Krajowa Izba Biegtych Rewidentéw (National &hber of
Statutory Auditors)

KKN Krajowa Komisja Nadzoru (National Supervisd@@pmmittee)

KKR Krajowa Komisja Rewizyjna (National Internaludit
Committee)

KNA Komisja Nadzoru Audytowego (Audit Oversight @mission)

KNF Komisja Nadzoru Finansowego (Financial Supsori
Authority)

Examination Committee Komisja Egzaminacyjna dla kandydatéw na biegtyatidentow
(Examination Committee for the candidates for $tau

auditors)

KRBR Krajowa Rada Biegtych Rewidentow (Nationalu@oil of
Statutory Auditors)

KRD Krajowy Rzecznik Dyscyplinarny (National Diptinary
Spokesperson)

KSD Krajowy Sd Dyscyplinarny (National Disciplinary Court)

KSRF Krajowe standardy rewizji finansowej (NatibSséandards on
Auditing)

KZBR Krajowy Zjazd Biegtych Rewidentow (Nationaksembly of
Statutory Auditors)

MF Ministerstwo Finansow (Ministry of Finance)

MSRF Micdzynarodowe Standardy Rewizji Finansowej (Inteorsl

Standards on Auditing)
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PCAOB The Public Company Accounting Oversight Boar

SKOK Spoétdzielcze Kasy Oszginasciowo-Kredytowe (Savings and
Credit Unions)

SPPW Szwajcarsko-Polski Program Wspotpracy (SRassh
Cooperation Programme)

EU European Union

UKNF Urzad Komisji Nadzoru Finansowego (Polish Financial

Supervision Authority Office)
BIP MF Public Information Bulletin of the Ministryf Finance
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L EGAL BASIS OF THE SYSTEM

Directive

Directive 2006/43/EC of the European Parliament ahdhe Council of 17 May 2006 on
statutory audits of annual accounts and consolidatzounts, amending Council Directive
78/660/EEC and 83/349/EEC and repealing Counciéddive 84/253/EEC (Official Journal
UE L 157 of 09 June 2006, page 87, as amendedinadter referred to as the 2006/43/EC
Directive.

The Act

The Act of 7 May 2009 on statutory auditors andrteelf-government, entities authorized to
audit financial statements and public oversightufdal of Laws No. 77 item 649, as
amended) hereinafter referred to as the Act.

1)

2)

3)

4)

5)

Other

Act of 29 September 1994 on accounting (Journdlavfs of 2013 No. 152 item 330),
hereinafter referred to as the Act on Accounting,

Regulation of the Minister of Finance of 15 Janu2@t0 on the review of professional
activities of statutory auditors and activities @ftities authorized to audit financial
statements (Journal of Laws No. 16, item 83), narfeer referred to as the Regulation on
reviews,

Regulation of the Minister of Finance of 29 Decemi2®09 on the qualification
procedure for statutory auditors (Journal of Law2@10 No. 6, item 36 and Journal of
Laws of 2013, item 251), hereinafter referred tattees Regulation on the qualification
procedure,

Regulation of the Minister of Finance of 3 Decemp@09 on the obligatory third party
liability insurance of entities authorized to aufiitancial statements (Journal of Laws
No. 205, item 1583),

Resolution no. 5 of the Extraordinary National Asbéy of Statutory Auditors of 21
March 2010 on the National Chamber of Statutory ifawd statute, hereinafter referred
to as the KIBR'’s statute.
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1. GENERAL CHARACTERISTICS OF THE PUBLIC OVERSIGHT SYST EM

Basis data related to the market
Statutory auditors

As of 31 December 2012, 7,104 persons were eniaréde register of statutory auditors
(including 4,549 women and 2,555 men), which meadgcrease as compared to the end of
2011 by 207 persons. From the statutory auditotsred in the register of statutory auditors,
3,632 persons have declared the pursuit of theepsadn. As compared to the end of the
2011, the number increased by 26 persdie average age of the statutory auditor as of
31 December 2012 was 56 and it was the same asacethip the end of 2011. Comparison

of the changes in the number of statutory audipsesented in the Chart No. 1.

Chart No. 1

Comparison of the changes in the number of statutgrauditors
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Source: own work of the KNA Bureau based on daimnfthe KIBR.

In the period from 01 January 2012 to 31 Decemifd22through KRBR resolutions, 174
individuals were validly registered in the registérstatutory auditors (including 2 persons
with authorizations to perform the profession oétatutory auditor obtained in another EU
country), whereas 407 auditors were removed framrélistef.

? The statutory auditors were removed from the tegisf statutory auditors:

e 217 on request,

e 58 due to demise,

e 132 due to failing to pay membership contributiéorsa period longer than a year.
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As compared to the end of 2011, the number of enin the register of statutory auditors
decreased by 149 persons, at the same time theenwhbeletions of the statutory auditors
from the register of statutory auditors decrease®

10,512 candidates, including 1,050 from the reoraiit conducted in 2012 and 9,462 from
the previous years) participated in the qualifamatprocedure for candidates for statutory
auditors. As compared to the end of 2011, it meanimcrease by 851 candidates for statutory
auditors.

In 2012, 176 individuals completed the qualificatjorocedure — they passed the certification
exam and they were granted the right to file to KRBr entry in the registry of statutory
auditors — which means a decrease as compared &9fli by 80 individuals).

Entities authorized to audit financial statements

As of 31 December 2012, 1,704 entities authoripedudit financial statements were entered
in the list of entities authorized to audit finaacstatements. As compared to the end of 2011,
the number of entities authorized to audit finahsiatements decreased by 80.

Division of entities authorized to audit financs&htements according to the types of business
entities as of 31 December 2012 is presented iChHat No. 2.

Chart No. 2

Division of entities authorized to audit financialstatements accordag to
the types of business entities

591
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General partnerships — 4
Joint-stock companies — 4 31

m Cooperative audit associations — 16
Professional partnerships — 23

m Civil law partnerships — 28
Limited partnerships — 31
Limited liability companies — 591
Business activities conducted on own behalf andvam account — 1006 6

Source: own work of the KNA Bureau based on daienfthe KIBR.

In the period from 01 January 2012 to 31 Deceml@dr22as a result of resolutions of the
KRBR, 68 entities authorized to audit financialtetaents were entered in the list of the
entities authorized to audit financial statemeAtsthe same time, 149 entities authorized to
audit financial statements were removed from tlsé d&f the entities authorized to audit
financial statements

® The entities authorized to audit financial stateteevere removed:
¢ 119 on request,
« 16 due to failing to pay the annual oversight fee,
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As compared to the end of 2011, the number of entof the entities authorized to audit
financial statements in the list of the entitiesthanzed to audit financial statements
decreased by 31, and at the same time the numtnietions of entities authorized to audit
financial statements from the list of the entitisthorized to audit financial statements
increased by 22.

Comparison of the changes in the number of stat@oditors and entities authorized to audit
financial statements is presented in Chart No. 3.

Chart No. 3

Comparison of the changes in the number of statutgrauditors and
entities authorized to audit financial statements
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Source: own work of the KNA Bureau based on daienfthe KIBR.

The revenue generated by entities authorized tdt duhncial statements in 2011 in
connection with financial audit activities (based @data arising from settlements of annual
oversight fee for 2012 submitted by entities auttem to audit financial statements by
21 March 2013)amounted to: PLN 688,616,403.15, including revegererated by entities
authorized to audit financial statements condudiimgncial audit in public interest entities in
the amount of: PLN 543,752,795.19.

In 2012, 28,259 audits of financial statements voemgied out (23,628 mandatory and 4,631
facultative).

e 10 due to the demise of statutory auditors runmiregentitled entities in the form of sole businassvity
on their own behalf and on their account,

e 4 due to the deletion of the statutory auditor fithia register of statutory auditors, running thétkedl
entities in the form of sole business activity bait own behalf and on their account.

* The deadline for submitting the settlements is&Bruary 2013.
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Analysis of the market if entities authorized to @il financial statements particularly
auditing financial statements of listed companies

The analysis of the market of entities authorizedudit financial statementi Poland is as
outlined below. The first aspect of the analysiswiae data related to the Warsaw Stock
Exchange (GPW). The market capitalisation of tkeel companies according to data as of
the end of 2011 and the information about entifieghorized to audit financial statements
auditing annual financial statements of the listmmmpanies for 2011 were taken into
consideration. The second aspect of the analyss twa revenue generated by entities
authorized to audit financial statements on theaetof carrying out financial audit, which
arisen from settlements of annual oversight feemstibd to the KIBR. Due to the fact that
part of the data needed for preparation of theyaisalfor the previous year will only be
available after the time of preparation of this KIig&port, it is necessary to base on data from
2011.

Table No. 1 and Chart No. 4 present the biggesitingdcompanies, auditing financial

statements of GPW listed companies in 2011 accgrtiinthe total capitalisation of the

audited companies and the proportion of the surcapftalisation of the audited companies
and the capitalisation of the whole stock.

Table No. 1

Abbreviated name of an auditing Total capitalisation of the audited

company or a network of auditing companies

companies (in PLN million)

KPMG 150996.§
PwC 110323.6
Deloitte 98232.6
Ernst & Young 51039.8
Grant Thornton 7051.1
BDO 3411.8
PKF 2270.7
Mazars 1653.1
Others 215853.5

Source: own work of the KNA Bureau partly baseddata from thestock Exchange Yearbook 2012 statistical
data for 201(www.gpw.pl/analizy i_statystyki).

® In further charts the entities authorized to afidiancial statements ar8DO — BDO Sp. z 0.0.Deloitte -

Deloitte Audyt Sp. z 0.0.Ernst & Young — Ernst & Young Audit Sp. z o.0Grant Thornton - Grant
Thornton Fackowiak Sp. z 0.0. Sp. k. and Grant Thorntoackowiak Sp. z 0.0 KPMG - KPMG Audyt Sp.
Z 0.0. Sp. k. and KPMG Audyt Sp. z o.Mazars - Mazars Audyt Sp. z 0.0BKF - PKF Audyt Sp. z 0.0.;
PwC - PricewaterhouseCoopers Sp. z oRmedl— Roed! Audit sp. z o.0.
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Chart No. 4

Division of auditing companies in Poland accordingo the sum of capitalization of the GPW listed
companies (as of the end of 2011),
which annual financial statements for 2011 were autkd bv these companie
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Ernst & Young

Source: own work of the KNA Bureau partly baseddata from theStock Exchange Yearbook 2012 statistical
data for 201(www.gpw.pl/analizy i_statystyki).

Table No. 2 and Chart No. 5 below present the liggediting companies, auditing financial
statements of the GPW listed companies in 2011 rdowp to the average market
capitalisation of the audited companies (accordindata as of the end of 2011) and number
of the GPW listed companies.

Table No. 2
A_bbreviated name of an Average_ market value of Percentage of the audited
auditing company or a n_etwork the audltgd company on companies from the GPW

of auditing companies the GPW (in PLN million)

KPMG 5206.8 6.8%
PwC 4086.1 6.3%
Deloitte 2135.5 10.8%
Ernst & Young 1343.2 8.9%
Grant Thornton 352.6 4.7%
Mazars 165.3 2.3%
BDO 131.2 6.1%
PKF 87.3 6.1%

Source: own work of the KNA Bureau partly baseddata from theStock Exchange Yearbook 2012 statistical

data for 201(www.gpw.pl/analizy i_statystyki).

14
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Chart No. 5
Division of auditing companies in Poland accordindo the average market capitalisation (as of the endf 2011)
and percentage of the GPW listed companies,
which annual financial statements for 2011 were autdd by these companies
in PLN million w %
6000,0 12,0%
5206.8 +[10,8%
5000,0 + + 10,0%
4086.1 + 8.9%
40000 T+ + 80%
* 6.8%
3000,0 + * 6.3% *6,1% */6,1% + 50%
2135.5 o 4,7%
2000,0 + +4,0%
1343,2
10000 1 +[23% 1 200
i 165.3 13,2 87.3
0.0 1 1 1 1 f———_m— e 0.0%
KPMG PwC Deloitte  Ernst& Grant Mazars BDO PKF
Young Thornton
@z Average market value of the audited company on th&PW (in PLN , Percentage of the audited companies from
million) the GPW

Source: own work of the KNA Bureau partly baseddatae from theStock Exchange Yearbook 2012 statistical
data for 201(www.gpw.pl/analizy i_statystyki).

Table No. 3 and Chart No. 6. present a marketidivief entities authorized to audit financial
statements according to revenues on the accowatrofing out financial audit for 2011.

Table No. 3

Abbreviated name of an aud|.t|.ng Revenues on the account of financial audit

company or a netwc_Jrk of auditing (in PLN)

companies

KPMG 135,962,954
Ernst & Young 109,332,33%
PwC 81,975,62(
Deloitte 75,043,281
BDO 21,841,437
Mazars 12,755,941
Grant Thornton 12,480,014
Roedl 11,804,637
PKF 11,540,697
Others 260,688,346

Source: own work of the KNA Bureau partly baseddaa from annual settlements of oversight fee fak12
submitted to the KIBR.
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Chart No. 6

Division of auditing companies in Poland accordingo revenues on the account
of carrying out financial audit for 2011
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Mazars Grant Thornton = Roedl PKF Others

Source: own work of the KNA Bureau partly baseddama from annual settlements of oversight fee fit12
submitted to the KIBR.

The data presented above show the dominance abtiealled “big four” (i.e. KPMG, PwC,
Deloitte, Ernst & Young) in Poland. In total, thencpanies of the “big four” audited financial
statements for 2011 of 33 % of all of the GPW tdstempanies, which capitalisation toward
the whole stock amounted to 64 % (according to dataf the end of 2011). Yet in regard to
the revenues on the account of carrying out firerazidit for 2011, the companies of the “big
four” generated 54 % of revenues of all the ergihethorized to audit financial statements.
However, this dominance does not mean a high leveiarket concentration, and the
companies of the “big four” basically hold a similavel of a market share.

Description of the system

The public oversight system consists of the folluyvelements:

* Audit Oversight Commission (KNA) — a body of pubbeersight who bears the ultimate
responsibility for the whole system;

» National Chamber of Statutory Auditors (KIBR) — @fessional self-government, to the
bodies of whom, following the will of the legislai@ome competence within the scope of
public oversight was delegated.

Pursuant to the Act, the KNA is competent for, lirgka:
« approval of resolutions of the bodies of the KIBRcases stipulated in the Act, including:
v' national standards on auditing,
v' standards on internal quality control of entitieatharized to audit financial
statements,
v’ ethical standards of statutory auditors,
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regulations of disciplinary actions against statytuditors,

rules of mandatory professional education of stayuauditors,

rules of procedure for the Examinations Committee @ther regulations in the area of

the qualification procedure for candidates forwgtaty auditors,

» approval of annual inspection plans, drawn up lByKKN, with respect to the activities
of entities authorized to audit financial statemserdnducting financial audit activities in
public interest entities and approval of candidéesnspectors before their appointment
and approval of inspectors designated for individuspections,

e approval of results of inspections in entities agetthg financial audit activities in public
interest entities and participation as an observeelected inspections carried out by the
KKN,

e carrying out (on its own), in case of finding outoat irregularities, inspections of
professional activities of statutory auditors armtivaties of entities authorized to audit
financial statements,

e participating as a party in disciplinary proceduagsinst statutory auditors conducted by
the KRD and the KSD,

* registering statutory auditors and entities auttemtito audit financial statements from
third countries,

» appealing to the administrative court against #@solutions of the KIBR bodies which are
not subject to approval,

» performing reviews of documentation constituting thasis for passing resolutions by the
KRBR on the entry of a statutory auditor in theisegy or entry of entities authorized to
audit financial statements in the list of entiteeghorized to audit financial statements,

* international cooperation, in particular coopematizwith the European Commission,
oversight authorities of other EU Member Statestaid countries.

ANANEN

While discussing the public oversight system, tlkarBination Committee for the candidates
for statutory auditors, appointed by the MinisteFmance, which conducts the examination
procedure, including exams for candidates for sdayuauditors, should also be mentioned.
The Examination Committee for the candidates fatusbry auditors acts pursuant to the Act,
Regulation on the qualification procedure for diatyl auditors and resolutions of the KRBR
approved by the KNA. Pursuant to Article 8 (6) loé¢ tAct the Examination Committee for the
candidates for statutory auditors shall submih®KNA a report on its operatichs

® The report of the Examination Committee for thedidates for statutory auditors for the period ofdnuary
2012 to 31 December 2018 available on the Public Information Bulletin ¢iie Ministry of Finance
website®Dziatalng¢ @ Ciata kolegialne in the sectioiNA in the tabPlany dziatania i sprawozdanis

Sprawozdania
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2. AUDIT OVERSIGHT COMMISSION

The KNA is an independent, collegial body of pulddministration, financed at the expense
of the state budget. It is appointed pursuant teckr63 of the Act.

The KNA acts during plenary ordinary and extracatjnmeetings that are convened and
chaired by a Chairperson or a Vice-Chairperson. réselutions of the KNA are passed each
and every time during meetings. Pursuant to the Meetings of the KNA are being held at
least once a month.

Composition

The KNA is composed of nine members appointed leyMinister of Finance for a 4-year

term.

Pursuant to the Act, the members of the KNA reprege following entities:

» the Minister of Finance — 2 individuals, includitige Chairperson of the KNA, in the rank
of the Secretary or Under-Secretary of State invMke

* the KNF — 2 individuals, including the Vice-Chairpen of the KNA,

» the Minister of Justice — 1 individual,

* the KIBR — 2 individuals,

e employers’ organisations — 1 individual,

e the GPW -1 individual.

The Act stipulates the following requirements foembers of the KNA. Each member of the

KNA:

* has Polish citizenship,

* has full civil rights,

* holds a university degree in the Republic of Poland university degree abroad which is
recognized as equivalent qualification in Poland,

* has an impeccable reputation,

* has considerable standing, knowledge and experienitee area significant for auditing,
which ensure the proper fulfilment of duties,

* has not been convicted under a final and valid tcquiigement for a deliberately
committed offence or a fiscal offence.

Furthermore, the Act stipulates that most membéithe KNA may not carry out auditing
activities, have the voting right in an entity aarflzed to audit financial statements or be a
member of the management board or supervisory bofrah entity authorized to audit
financial statements for the period of at lease&rg before their appointment as members and
during their term.

The first composition of the KNA for the period Z06- 2013 has been appointed by the
Minister of Finance on 02 July 2009.

The KNA in 2012 was composed of the following p&iso

18 Address: ulSwigtokrzyska 12, 00-916 Warszawa
Tel. +48 22 694 39 61; Fax: +48 22 694 32 60mdik biuro.kna@mf.gov.pl




Report of the Audit Oversight Commission for 2012

Mr. Mirostaw Sekuta — Chairperson of the KNA, a negentative of the Minister of
Finance,

Ms. Dagmara Wieczorek-Bartczak — Vice-Chairpersorgpresentative of the KNF,
Ms. Joanna Dadacz, a representative of the MinidtEmance,

Mr. Bogdan 2bicki, a representative of the KIBR,

Mr. Andrzej Herman, a representative of the MinistieJustice,

Ms. Ewa Jakubczyk-Caty, a representative of the GPW

Mr. Piotr Kamnski, a representative of employers’ organizations,

Ms. Maria Rzepnikowska, a representative of theKIB

Mr. Andrzej Stopcziski, a representative of the KNF (dismissed ondttudry 2012),
Mr Tomasz Piwowarski, a representative of the KBppointed on 20 January 2012).

Objectives

Pursuant to the Act, the KNA exercises public ongtsof:

professional activity of statutory auditors,
activities of entities authorized to audit finan@ttements,
activities of KIBR.

The objective of activities of the KNA is to orgaaithe efficiently functioning oversight
system, including the audit quality assurance syshy establishing legal and organizational,
as well as procedural forms.

Budget

Revenues

Pursuant to the Act, in connection with the funaiingy of the public oversight system, the
state budget may obtain revenue on account of:

In

the share in the oversight fees, in the amount08b,2paid by audit firms conducting

financial audit activities in the public interesitiies’; transferred by the KIBR to the

bank account of the state budget until 31 March,

fees on account of entry in the register of stayusuditors from third countries kept by
the KNA and entry in the list of audit firms fromitd countries,

penalties imposed by the KNA on entities authoriwedudit financial statements.

2012, the KNA did not impose any penalties ospected entities authorized to audit

financial statements, nor did it have any procdeat® entry fees for registration of statutory
auditors and entities authorized to audit finansiatements from third countries.

"In accordance with Article 2 item 4 of the Act “gigkinterest entities” shall be understood as:

issuers of securities admitted for trading on aulegd market of the EU Member State, having its
registered office on the territory of the RepulgifdPoland, except for entities of local government,
domestic banks, branches of credit institutions lanashches of foreign banks,

savings and credit unions,

insurance companies and main branches of insu@mpanies, as well as reinsurance companies,
electronic money institutions,

open pension funds and general pension societies,

open investment funds, specialist open investmentdd and closed investment funds whose public
investment certificates were not admitted for tngdon a regulated market, entities carrying oukérage
activities, except for entities carrying out adi®s only in within accepting and transferring ol buy or
sale of financial instruments or within investmeanhsulting.
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The payment was made by the KIBR due to the sharthe oversight fee for 2011 on
03 April 2012 in the amount of PLN 1,430,909.00cluding interest in the amount of
PLN 549.00). The amount paid by the KIBR for 20&t Imot been finally settled.

In 2012, the KNA settled the 20 % share in oversifges for 2009 due from entities
authorized to audit financial statements conductfingncial audit activities in public interest
entities, transferred by the KIBR to the bank actoof the state budget. The noted
overpayment of PLN 10,610.00 in regard to the pabunt of PLN 664,727.00 was applied
towards future liabilities of the KIBR arising froArticle 30 (1) of the Act.

Expenses

The activities of the KNA are financed entirely fiothe state budget. The funds for its
functioning in 2012 in the amount of PL#A68,000were allocated in part 19 of the state
budget -budget, public finance and financial institutions.

In 2012, the KNA made expenses in the amount of B8AL045 which constituteg0 % of

the amount allocated from the reserve.

The underspending of the allocated funds by the Kiggulted mainly from the following

reasons:

« the funds allocated for domestic trips were notdugp due to the fact that the KNA
observers did not participate in any inspections,

» the number of foreign trips was smaller than plahne

* expenses of litigation in which the KNA can potatyi participate turned out to be
actually considerably lower than assumed,

* no specialist external assessments were needed,

» the conference organized in cooperation with theldvBank was postponed from 2012
to the following year,

» the costs for the translation services were reduced

= the expenses for training courses for the KNA Bureaployees were reduced.

The total expenses as of the end of 2012 amouatBd N 184,045, which means a decrease
by PLN 14,728 as compared to the end of the 2011.

The greatest part of the expenses in the amounPldi 107,184 was allocated for
remuneration. As compared to the end of the previ@ar, these expenses decreased by PLN
10,208.

Pursuant to Article 71 (1) of the Act, members ltg KNA receive a monthly remuneration
for participation in its meetings. This remuneratimay not be in excess of the minimum
remuneration for work

On average, each member of the KNA received in 2@&2uneration in the amount of
PLN 13,398 (except for the Chairperson of the KNvko does not receive remunerafipn
As compared to the end of the 2011, the averaganmeration decreased by PLN 1,276.

8 PLN 1,276 (announcement of the President of the Council afidfers of 24 July 2008 concerning the
minimum wages and salaries in 2009 — the Officiat&te of the Republic of Poland (M.P.) No. 55ni#499).

° Pursuant to Article 4(2) of thact of 31 July 1981 on the remuneration of perseoising high-level state
positions(Journal of Laws No. 20 item 101, as amend@djperson who holds a high-level state position and
who also has another function, is entitled to amie type of remuneration, selected by this pemgoyyided for

by the provisions of this Act or in separate priris.

20 Address: ulSwigtokrzyska 12, 00-916 Warszawa
Tel. +48 22 694 39 61; Fax: +48 22 694 32 60mdik biuro.kna@mf.gov.pl




Report of the Audit Oversight Commission for 2012

Table No. 4 and Chart No. 7 below present the stracof expenses, as well as percentage
share of individual expenses of the KNA in 2012.

Table No. 4
Structure of the KNA's expenses in 2010 (in PLN)
Remuneration of the KNA members 107,184
Foreign travels of the KNA members and KNA Buremptoyees 60,86P
Purchase of materials and services for the KNAtpqes 12,23P
Training of the KNA Bureau employees 1,391
Translation 2,062
Costs of court proceedings 300
TOTAL: 184,045

Source: own work of the KNA Bureau

Chart No. 7

Percentage of expenses of the KNA in 2012

0,76%0

: Remuneration of the KNA memb 0.1 6“.-"3]_/ \1 12%

Foreign travels of the KNA members and KNA Bureapleryees
Purchase of materials and services for the KNAtpqaes

® Training of the KNA Bureau employees

® Translation

= Costs of court proceedir

Source: own work of the KNA Bureau

The Bureau of the KNA

The KNA, as opposed to the other oversight bodigses not have its own office. In

accordance with the provisions of Article 65 (3)Xloé Act, the KNA:exercises its duties with

the assistance of an organisational unit in theécefervicing the Minister of Finance, being
responsible for accounting and financial audit.

In the framework of the Accounting Department of tdF, since 2009 two organizational
units have been operating, whose objective is tleefopnance of substantive and
administrative functions of the KNA.
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The tasks of the KNA Bureau include, in particular:

preparation of proposals for decisions in respéatases under the consideration of the
KNA, including preparation of analysis of the raegans and reports from inspections in
entities authorized to audit financial statementsnsitted by the KIBR bodies,

preparation of projects of documents which contgigxecution of the KNA resolutions,
preparation of projects of letters, decisions amavigions within the framework of
administrative proceedings conducted by the KNA eaadrt proceedings related to the
KNA,

preparation of projects of procedures, reportsatibn plans for the KNA,

participation as an observer in inspections carpatl by inspectors employed by the
KIBR in entities authorized to audit financial sgatents conducting financial audit
activities in public interest entities or carryiagt inspections on behalf of the KNA in the
case of finding out about irregularities in enstauthorized to audit financial statements.
managing working contacts in the area of intermatiocooperation, in particular
participation in meetings of the EGAOB, the EAIGIARIAR pursuant to the instructions
agreed with the KNA and submitting reports fromstheneetings to the KNA, managing
working contacts with supervisory bodies from thaountries in order to conclude an
agreement on cooperation and exchange of documents,

carrying out works in respect of settlement of #0e% share in oversight fees due from
entities authorized to audit financial statemerdgadeicting financial audit activities in
public interest entities, transferred annually by KIBR to the bank account of the state
budget,

undertaking actions under the Act of 06 SeptemB@l2on access to public information
(Journal of Laws No. 112, item 1198, as amendedluding issuing of administrative
acts (which is a task ascribed to the KNA),

informing about tasks of the KNA and proceduresliapple to the KNA, as well as about
decisions made by the KNA, including informing abthe KNA and its activities in a tab
on the Ministry of Finance website,

organizational services for the KNA (organizing tiregs of the KNA, financial services
for the KNA in respect of planning and making exges).

The implementation of the aforementioned taskseréopmed by the KNA Bureau within the
framework of a limited level of employment congigtiof 9 assigned employees, in spite of
the fact that in accordance with the justificattorthe Act, 20 new employees were planned
to be employed.

22

Address: uISWiqtokrzyska 12, 00-916 Warszawa
Tel. +48 22 694 39 61; Fax: +48 22 694 32 60mdik biuro.kna@mf.gov.pl




Report of the Audit Oversight Commission for 2012

3. ACTIVITIES OF THE KNA IN 2012

In 2012, 19 plenary meetings of the KNA were héldaring which the total of 203 resolutions
were issued, including, in particular: 55 approviegolutions — on approval of activities of
the KIBR bodies in cases specified in the Act, 86dchallenging resolutions — which led to
requesting the KIBR bodies to remedy the infringetne

Public information about decisions made by the KdifAthe meetings of the KNA in 2012
can be found on the Public Information Bulletin dhe Ministry of Finance
website® Dziatalng¢ 2 Ciata kolegialne in the sectioNA in the tabPosiedzeniaWithin
changes to the structure of the Public InformaBaotietin of the Ministry of Finance website,
the information about the KNA were rearranged, Wwhis the first stage to develop an
independent website of the KNA.

The Report of the KNA for 20idas accepted by the KNA on a meeting on 25 A@ril2by
the Reéscg)lution No. 107/2012, and subsequently & published on the Ministry of Finance
website™.

Pursuant to Article 64 (4) of the Act, the KNA paeps, by the end of every calendar year,
information about planned activities within the gecof public oversight for the following
year, which shall be subject to publication onvlebsite of the Ministry of Finance

The Action Plan of the KNA for 201Ras accepted by the KNA on a meeting on 07
December 2011 by the Resolution No. 148/2012, alhdexjuently it was published on the
Ministry of Finance websité.

The KNA has undertaken activities aiming at impnavthe organization of work of the KNA
and the KNA Bureau, which was reflected in the riewles of the KNAas well as in a series
of resolutions authorizing the Members of the KNAdaemployees of the KNA Bureau to
settle on behalf of the KNA matters related to periing the statutory tasks.

In relation to the aforementioned, by the Resofutim. 78/2012 the KNA adopted the new
Rules of the KNAn the meeting on 14 March 2012, and at the same it repealed the
previous rules with amendments (i.e. it repealedrésolutions: No 1/2009 of 02 July 2009
on the Rules of the KNA, No. 24/2009 of 10 Decen®@®9 on the changes of the Rules of
the KNA, and No. 141/2010 of 03 December 2010 enctianges of the Rules of the KNA.

Activities of the KNA in the area of the quality asurance system

In 2012, the KNA undertook a series of activitiesended to ensure the proper quality of
audits of financial statements performed by stayutwditors by supervising the inspections
carried out in entities authorized to audit finahcstatements conducting financial audit
activities in public interest entities, concentngtion the execution of the first 3-year

% The Report of the KNA for 20Xhn be found on the Public Information Bulletintbé Ministry of Finance
website®Dzialalna¢DCiata  kolegialne in  the sectionKNA in the tab Plany dziatania i
sprawozdania> Sprawozdania
' The Action Plan of the KNA for 20X2n be found on the Public Information Bulletintbé Ministry of
Finance websit®Dziatlalng¢DCiata kolegialne in the sectiorKNA in the tab Plany dziatania i
sprawozdanig>Plany dziatania
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inspection plan in entities authorized to audiafinial statements conducting financial audit
activities in public interest entities.

Approving inspection plans

On 16 December 2011, the KNA approved the inspeqtian for 2012 developed by the
KKN for entities authorized to audit financial satents conducting financial audit activities
in public interest entities, pursuant to Article @3 item 2 of the Act. It assumed conducting
inspections in 51 entities. After modification bktinspection plan on 16 May 2012, the final
number of entities to be inspected amounted to 74.

Whereas the inspection plan for the other entitiemtioned in Article 26 (3) item 2 of the
Act was acknowledged by the KNA on 01 February 2@md it covered 285 entities to be
inspected by the KKN reviewers.

During 2012 the KNA has monitored the situation respect of the execution of the
inspection plan on an ongoing basis. On 22 FebrR@ty the KNA adopted a resolution, by
which it obligated the KKN to establish the finaimber of entities authorized to audit
financial statements conducting financial auditiveiés in public interest entities which
should be under inspection in a 3-year period,inghe period of 2010-2012, as well as to
submit to the KNA quarterly information about theseution of the inspection plan in entities
authorized to audit financial statements conductfingncial audit activities in public interest
entities. The KKN with a letter of 21 May 2012 sutied to the KNA information about the
level and the forecast of the execution of the égsipn plan for 2012, submitting to the KNA
reports from inspections to be approved and thanmétion about personnel capacity in 2012.
Subsequent information from the KKN was submittadnebefore a meeting of the KNA.
Moreover, the KNA on 27 June 2012, pursuant tocketb4 (1) item 1 of the Act, approved
examples of protocols of inspections carried outingpectors and reviewers, of financial
audit activities prepared after the date the natistandards on auditing became effective.
On 24 May 2012, the Minister Mirostaw Sekuta, Cpanson of the KNA, on a joint meeting
of two standing sub-committees in the Public Fimen€ommittee of the Sejm of the
Republic of Poland: Sub-committee for affairs ofaincial authorities and Sub-committee for
monitoring the tax system, dedicated to executibnthe statutory tasks in respect of
inspection of entities authorized to audit finahstatements, discussed the functioning of the
public oversight of carrying out financial auditepenting in particular conditioning of the
quality assurance system, and also presented iafemm about current execution of
inspections in entities authorized to audit finahstatements in the ending 3-year period of
execution of inspections in these entities by theNK Within settlements made on the
meeting, which was also attended by Mr Jézef Kiidg President of the KRBR and Mr
Andrzej Konopacki, the Chairperson of the KKN, teed for monitoring the possibility of
execution of the inspection plan by the KKN on againg basis was identified, and it was
established to submit information about furtherpexion process to the Sejm in August
2012.

On 27 August 2012 the President of the KRBR suleahito the Sejm information (as for
27 August 2012) about the status of the executibithe inspection plan by the KIBR,
mentioned in Article 26 (3) item 1 of the Act. Theformation indicated that until 20
September 2012, 72 inspections are planned to hiedaut, which exhausts the number of
entities covered by the inspection plan for 2012cduse two entities covered by the
inspection plan were deleted from the list of éeditauthorized to audit financial statements
on their own request.
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On the meeting of the KNA on 19 September 2012esmtatives of the KKN presented the
status of execution of the inspection plan for 2@izntities authorized to audit financial
statements conducting financial audit activitiegublic interest entities. Mr Michat Rybus,
the Vice Chairperson of the KKN, informed that timspection plan has been executed,
whereas submitting of reports from the inspectidosthe KNA is to be finished on
28 October 2012. In the end, this due date hadeeh met, because the KKN submitted the
last reports from the inspections by the end oféober 2012.

On 17 October 2012, the KNA approved the inspegian for 2013 developed by the KKN
for entities authorized to audit financial statetseconducting financial audit activities in
public interest entities. It assumed conducting@asions in 74 entities. The KNA did also
oblige the KKN to submit the procedures for plamgniand carrying out inspections and
documents which will be used in the inspectionsemmities authorized to audit financial
statements conducting financial audit activitiespublic interest entities, carried out in the
period of 2013-2015. By the end of 2012, the KKN et submitted any procedures for
inspections nor the required documents to the KNA.

Approving inspectors appointed to carry out partlauinspections

In 2012, pursuant to Article 64 (1) item 8 of thetAthe KNA approved inspectors appointed
to carry out 6& inspections conducted in 2012 and 23 inspectidasned for 2013 in
entities authorized to audit financial statememisduicting financial audit activities in public
interest entities.

Approving candidates for inspectors

The KNA, at the same time, pursuant to Article @4 ifem 8 of the Act, in the period of
January-May 2012 approved nine candidates for otepe of the KKN, including two
candidates with the reservation that the entitighaized to audit financial statements owned
by them will be validly deleted from the list oftéies authorized to audit financial statements
before the date they of their employment in the RIB

Participation in inspections conducted by the KKN

In the context of the provisions of Article 26 @)the Act, providing for, on request of the
KNA, the possibility of participation of employeed the KNA Bureau in inspections, as
observers with the right of access to all documembsemployee of the KNA Bureau has
participated in an inspection carried out by theNKid an entity authorized to audit financial
statements conducting financial audit activitiespublic interest entities due to the limited
personnel capacity and concentrating on analy$iagdports from inspections submitted for
approval to the KNA by the KKN.

Approving reports from inspections

In 2012, the KNA analysed and then approved ofel#rts from planned inspections and 3
reports from unplanned inspections carried outhgyKKN in 2011 in entities authorized to
audit financial statements conducting financial ieuattivities in public interest entities,
including 5 reports from planned inspections angrts from unplanned inspections after
explaining and complementing of the changes irctrgent of the reports with annexes to the

12 The inspectors appointed to 5 inspections werecaep in 2011.
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reports from inspections of the aforementionedtiesti introduced by the KKN, pursuant to
recommendation of the KNA on directing to the KR&quests for instituting disciplinary

procedures against 7 statutory auditors.

In the period of April-November 2012, the KKN sultied 71 reports from planned

inspections conducted in 2012 in entities authdriweaudit financial statements conducting
financial audit activities in public interest ergg. The KNA analysed 39 reports from
inspections for 2012, of which it approved 38, uathg 11 after changes made by the KKN
in the content of these reports consisting of, abal, directing to the KRD requests for
instituting disciplinary procedures against 7 dtatyiauditors.

Moreover, the KNA verified 5 reports from inspectsowhich in the description of factual
findings stated in the protocol of the inspectinaluded information that the inspected entity
did not perform financial audit activities in publnterest entities despite the prior application
in the P10 informatiolf that led to including this entity in the inspectiplan for entities
auditing public interest entities in 2012, and thieem KNA acknowledged the reports, because
they were not subjected, pursuant to the Act, éopttocedure of approval due to the fact that
the reports did not concern the inspection of additumentation from audits in public
interest entities.

In 2012 the KNA exercised the right to refuse tprape of reports and in 15 cases filed to
the KKN recommendations on carrying out inspectiomsauthorized entities conducting
financial audit activities in public interest ergg. The recommendations were related to, in
particular:

» content of reports from inspections,

« formulation of recommendations in post-inspectitatesnents directed to the inspected
entities,

» precise and unambiguous describing of factual figsglin protocol on inspection,

e presenting in reports on inspections the irregikai which were found during the
inspection in protocols on inspections in orderptovide cohesion of the protocol on
inspection with report on inspection,

* complementing post-inspection statement with recenaations for irregularities which
were found and included in protocol on inspectibat were not revealed in report on
inspection and in post-inspection statement orlyinsubmitted to the inspected entity
before submitting the report on inspection to tidAK

« shortening period of time between the date of aafinly inspection procedures and the
date of submitting reports from inspections to KiNA,

« o0beying by inspectors and reviewers the provismfnarticle 27 (1) item 1 of the Act, in
particular preparing a proper document directeckritity authorized to audit financial
statements — after signing protocol on inspectiomhich is a post-inspection statement
together with recommendations on the irregularitoesid during the inspection, and not a
letter of observations.

In 2012 the KNA filed to the KKN in order to presenotivation of the decision not to direct

to the KRD requests for instituting disciplinaryopedures against two statutory auditors
auditing the SKOK, as well as to improve the gyalidf the submitted reports from

inspections.

3 |n order to standardise the collected informagimnexample of the P10 form was developed, whichbzan
found on the KIBR website.
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KNA inspections

In 2012, the KNA did not carry out any inspecti@fierred to in Article 74 (1) and (2) of the
Act, i.e. inspections carried out in case of bemwified of any irregularities, based on
a registered authorization granted by the KNA tplayees of the Bureau of the KNA.

Activities of the KNA in the area of disciplinary proceedings

Acting pursuant to Article 37 (2) of the Act, théNKR submitted to the KRD five applications
for the institution of explanatory proceedings @fation to statutory auditors in reference to
the filed charges and one application for extendihg request which was made previously.
In 2012 the KNA in three cases undertook a resmhutin joining the proceedings as a party.
In these cases, authorized members of the KNA angloyees of the KNA Bureau
participated in trials through the KSD. Two casesevconcluded by judgement of a penalty
in a form of reprimand against the statutory audito

In 2012, the KNA examined 317 verdicts and dectsisent by the KSD, which were adopted

in relation to statutory auditors.

The aforementioned related to:

» cases of failing to comply with the continuing edticn obligation of statutory auditors in
the training cycle 2010/2011,

* complaints against decisions of the KSD,

* complaints against decisions of the KRD,

» violations of the ethical standards of statutorglisurs,

» violations of the Act on Accounting,

* violations of the Act,

» decisions on correction of protocol,

» decisions on correction of verdicts,

» decisions on refunding travel expenses.

Pursuant to Article 41 of the Act, the KNA shall &atitled to appeal against decisions of the

KSD in the regional court competent for the plateesidence of the accused — a labour and

social insurance court, as the court of first insea— within 14 days from delivery of the

decision alongside its justification. The KNA disdtnfind any grounds to exercise this

entitlement.

In one case, in which the KNA participated as dypan appeal was not made due to the fact

that it was filed by the KRD.

Pursuant to Article 38 (2) of the Act, representi of the KNA may be present at trials
before the KSD. The KNA exercised this entitlemignR1 cases, authorizing employees of
the KNA Bureau to participate in the trials.

The aforementioned trials concerned:

« failure to comply with the current provisions oias regards the Act on Accounting,

» failure to comply with the current provisions oias regards the Act,

« violations of standards of pursuit of the professid statutory auditor,

» violations of the ethical standards of statutorglisuss.

In the framework of oversight, pursuant to Artidd@ (2) item 3 of the Act, the KNA
requested for explanations, both from the KRD d®lKSD, on delays in carrying out of the
cases. In two cases the KNA filed to the KRD fansferring records of the cases, in one case
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the KNA filed to the KSD. The KNA did also requestplanations on the disciplinary
procedure carried out by the KRD. In one case tN& Kiled for correction of an obvious
typographical error in a statement on institutinglanatory proceedings. The KNA did also
submitted to the KRD the request of the Regionake\Prosecutor of the region Warszawa-
Mokotow to consider the legitimacy of institutingptanatory proceedings and submitted two
complains on activities of statutory auditors, utthg a complaint from an official receiver in
bankruptcy of an enterprise.

Oversight of the activity of the self-government,ncluding the control of the resolutions
of the KIBR

In April 2012, the KNA became acquainted with tleparts on the activities of particular
bodies of the KIBR in 2011, taking into considevatiheir content in the report of the KNA
for that year.

The KNA carried out ongoing controls of resolutiossbmitted by the self-government
bodies, in the framework of oversight of the ati®s of the statutory auditors’
self-government. The subject of the debates oKilA in 2012 were 1033 resolutions of the
KRBR, 8 resolutions of the KKN and 1 resolutiortioé KKR.

In 2012, the KNA approved, pursuant to Article 72 tbe Act, 5 resolutions of the
self-government bodies (only resolutions of the KBBand raised objections as regards
1 resolution of the KRBR, that is resolution N0.4980/2012 of 19 October 2012 which
amends the resolution on national standards oniagdrecognizing that the aforementioned
resolution bears all the hallmarks of an erroraspect of adjusting the national standards on
auditing to the Act of 16 September 2011 on reductf certain obligations of citizens and
entrepreneurs (Journal of Laws No. 232, item 13[8) changed, in particular, Articles 69
and 70 of the Act on Accounting.

Moreover, acting pursuant to Article 64 (1) itenofthe Act, the KNA adopted resolutions
concerning the appeals of 34 resolutions of the RRihd 2 resolutions of the KKN by
referring it to the administrative court (upon poais summons for removing the violation of
law). In the majority of cases, the bodies of thBK approved the arguments of the KNA
and repealed the challenged resolutions. Merebnim case it was necessary for the KNA to
submit complaints to the court. It regarded thedsn No. 1315/19/2012 of the KRBR of
11 September 2012 on discontinuing administrativecgedings. In this case the KNA
recognized doubts arising from the fact of issuwg administrative decisions in one case
(the first decision was issued within the framewoflproceedings which were instituted due
to a request for deletion from the list of entiteeghorized to audit financial statements which
was filed to the KNA according to Article 27 (1¢im 3 of the Act; the second one was issued
due to a request for deletion which was filed dgiine already instituted proceedings by an
entity authorized to audit financial statements),anoreover, due to the fact of referring to
an incorrect legal basis in the aforementioned Acthis case, by the end of 2012, a verdict
of the Voivodship Administrative Court in Warsawe(kinafter referred to as the WSA) has
not been issued.
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In 2012, the KNA examined 7 appeals against theluéens of the KRBR as regards the

entry or deletion from the register or the list,vihich the provisions of the k.p‘a.were

applicable:

* in 4 cases the challenged resolution of the KRBRs wepealed and submitted for
re-examination to a body of first instance,

* in 1 case the resolution of the KRBR was upheld,

* in 1 case the appeal was ruled as inadmissible.

One of the aforementioned decisions of the KNAuptold the resolution of the KRBR on
deletion from the register of statutory auditorgswappealed to the administrative court by
a party in 2012. In this case, the WSA repealeditsion of the KNA by the verdict of 26
September 2012. The KNA decided not to appeal & dburt of cassation against this
decision. By the end of 2012, a valid decisiorhiis tase was not filed to the KNA.

As of the end of 2012, 5 appeal proceedings agagssiutions of the KRBR were pending,
2 of which are suspended due to the pending decisidhe Supreme Administrative Court
(hereinafter referred to as the NSA).

In 2012 the NSA adjudicated in one case on admatigeé decision of the KNA on
discontinuing appeal proceedings on refusal ofyetatrthe register of statutory auditors. By
the judgement of 29 March 2012 (file ref. no. 1l KK8755/11), the NSA repealed the
judgement appealed by the KNA and submitted foexamination to the WSA, confirming
the powers of the KNA to appeal to the administeatiourt resolutions of the KRBR on entry
to the register of statutory auditors. An appeath® court of cassation against the second
judgement of the WSA on this case was made to & bl a party.

In 2012 the KNA also considered complaints on theness of the KRBR and complaints on
activities of the KRBR in the mode under sectionl\df the k.p.a., and, considering a
complaint, it upheld the statement of the KRBR a@ifusal to resume administrative
proceedings.

The KNA also submitted letters to the KRBR, conitainthe conclusions and comments of
the KNA arising from the analysis of the resolusosubmitted to the KNA, in particular

concerning the methods of management of recoras &dministrative proceedings in cases
to which the provisions of the k.p.a. are appliealniregularities related to misapplication of
Article 107 (1) of the k.p.a. in the resolutions tob KRBR, issuing resolutions with the
power of administrative decisions in cases on deldirom the list of entities authorized to

audit financial statements in situation, when alggn on deletion of the statutory auditor
who conducted business activities from the registesstatutory auditors was previously
issued.

Control of the procedure of registration of statutay auditors and entities authorized to
audit financial statements

The KNA, within the framework of its oversight, ¥ezs all the resolutions issued by the
KRBR on entry to the register of statutory auditansl entry to the list of entities authorized
to audit financial statements with regard to candg specified in Article 64 (1) item 5 of the

4 The abbreviation k.p.a. mearthe Act of 14 June 1960 the Code of Administrafivecedure(Journal of
Laws of 2013, item 267).
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Act which provide grounds to appeal the resolutmthe administrative court. Moreover, the
KNA investigates occurrence of other conditions akhwvere not specified in the Act which
indicate that the person or entity should not berexl to the register of statutory auditors or
the list of entities authorized to audit financstements, respectively. The same applies to
resolutions on deletion from the register of statyiauditors and the list of entities authorized
to audit financial statements. It means that ireazfsdetecting conditions from Article 64 (1)
item 5 of the Act, the KNA issues a resolution oppealing the resolution to the
administrative court. In 2012 the KNA issued 25 tbkese resolutions mostly on the
resolutions of the KRBR on deletion of a statutangitor from the register due to failing to
pay membership contributions for a period longantla year. The KNA, appealing the
resolutions of the KRBR, recognized, in particuthgt they are legally defective due to the
misapplication of Article 41 of the k.p.a. that lexnot delivering notification on instituting
proceedings ex officio or resolution on deletioonfr the register of statutory auditors to
a party, which meant preventing the party fromwvacparticipating in proceedings conducted
by the KRBR on deletion of the party from the régiof statutory auditors and exercise the
rights applicable to the party pursuant to the&.p.

In case of detecting circumstances indicating iflegcy of making a proper entry into the
register of statutory auditors or a list of ensitieuthorized to audit financial statements, the
KNA can exercise the right to object and to issmeadministrative decision on this subject.
Up to the present, the KNA did not exercise ithtig object.

Therefore, in justified cases a verification of aets of administrative proceedings is
performed, in particular in areas specified indedtdirected by the KNA to the KRBR.

The control of the process of granting the statutrditor authority was executed also by
considering resolutions of the KRBR on qualificatiprocedure for candidates for statutory
auditors (mostly requiring the approval of the KN&d by analysing of the report forwarded
to the KNA by the Examination Committee.

Cooperation with the Polish Financial Supervisionuthority

During 2012, based on data obtained from the UKNFeaservations to results of audit of
financial statements of the SKOK, in particulaofmnions and reports issued on the results of
the audit, the KNA — within the framework of its emgight of pursuit of the profession of
statutory auditor — has filed to the KRD requesis ihstituting explanatory proceedings
against five statutory auditors.

In addition, in March 2012 the KNA filed to the KKkr conducting inspection in entity
subjected to a planned inspection of audit docuatmmt on auditing by this entity financial
statements of the SKOK, to which the UKNF has dhisservations.

On request of the KNA, changes were made in theperts from inspections which consisted
of directing requests for instituting explanatonpgeedings against statutory auditors who
conduct, on behalf of the inspected entity, finahaudit activities. The charges referred to,
most of all, issuing an opinion incompatible withtidle 65 (4) of the Act on Accounting.

In March 2012, the KNA examined and acknowledgecbmemendations of the KNF of
01 February 2012 directed to presidents of managemmeards of banks and members of
supervisory boards on rotation of entity authorizedaudit financial statements, which
recommended to banks reviewing existing strategyooperation with an entity authorized to
audit financial statements and considering changiegentity if the cooperation lasted more
than five years.
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In September 2012, the KNA examined a documentgpegpby the UKNF which contained
expectancies on the form and the scope of exteundit carried out pursuant to Article 87 of
the Act on SKOK®. This document indicates that an external auditi@@rout pursuant to
Article 87 of the aforementioned Act is not an audfi financial statements in view of
provisions of the Act on Accounting. It is an asswre engagement, because its purpose is to
assess both financial and non-financial issues,immbnsequence to confirm economic and
organizational conditions of the SKOK as of the dafy covering the SKOK by the
supervision of the KNF.

Whereas the importance of carrying out externalitauthe KNA informed in the
Announcemeft issued on 19 September 2012 that for presentafi@ecurate financial and
organizational situation of the SKOK, the KNA exfgectatutory auditors who are to
conclude or who concluded an agreement on cargingxternal audit, to conform with the
scope of audit specified by the UKNF and forwarttechanagement boards of the SKOK.
Moreover, in order to assure high quality and umifity of the services provided by statutory
auditors, the KNA obliged the KRBR to monitor theeeution of the audit and to inform
about activities undertaken within this scope.

In November 2012, the KNA asked the President efKRBR to provide information about
activities undertaken by the bodies of the KIBRhwitthe scope of monitoring the execution
of the aforementioned external audit in the SKOKeTPresident of the KRBR reported
publishing information about thé&nnouncement of the KNén the KIBR website and
information from the KRBR (which was also directedhe bodies of the KIBR) on the need
to examine the expectations of the KNF on the famd the scope of an external audit by
statutory auditors.

Further actions on monitoring the quality of thalidun the SKOK will be carried out next
year.

International cooperation, in particular with the public oversight bodies from other
countries

Cooperation within the European Union

The EGAOB - the advisory body of the European Cossiman is the main forum of
cooperation of public oversight bodies of the EUnMber States.

The EGAOB associates public oversight bodies opeyat the EU Member States and other
states of the European Economic Area. The EGAOB faasded under the decision of the
European Commission of 14 December 2005. Its ainto igffectively coordinate public
oversight of statutory auditors and audit firms.

The EGAOB works in plenary session organized amgpasded by the European Commission
which develops the agenda of each session andrpeepppropriate documents. Sessions of
the EGAOB are a good opportunity to exchange opmibetween the representatives of
particular public oversight bodies and the Europgéammission.

In 2012, four sessions of the EGAOB were organiteal, took place on: 25 January 2012, 25
June 2012, 08 October 2012 and in informal form2@nNovember 2012. Moreover, two

> The Act on SKOK meangct of 05 November 2009 on cooperative savingscaadit union(Journal of Laws
of 2012 item 855, as amended).

16 Announcement of the KNA (as an Appendix No. 2te Act No. 166/2012 of the KNA of 19 September
2012) can be found on the Public Information Bidletf the Ministry of Finance websi@ Dziatalng¢ @ Ciata
kolegialne in the sectioKNA in the tabPosiedzenia® Uchwata i komunikat KNA z 19 werga 2012 r. w
sprawie audytu SKOK.
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sessions of preparatory sub-group of the EGAOB weganized — on 10 January 2012 and
16 March 2012. KNA representatives participatedlirof these sessions.

The most important subjects of these meetings eolvite cooperation with public oversight

bodies from third countries (in particular with tHfeCAOB) and the discussions on

assessments of equivalence of public oversightsystand quality assurance systems in
some of the third countries. Moreover, during theetmgs the European Commision

presented and discussed with the members of theQB>gome issues related to the legal
changes predicted at the European Union levelmmection with the Directive 2006/43/EC.

The KNA is also being represented in the workshefEAIG group, which separated from the
EGAOB and is independent from the European Comomns3dihe objective of the EAIG is to
exchange experiences and provide cohesion of thigites within the framework of
inspections of entities authorized to audit finahcstatements carried out in individual
countries. The most important initiatives raisedtwaforum of the group in 2012 were:

* to undertake activities to develop an electroni@ablase with results of inspections,

» to identify irregularities detected during the @drout inspections and to discuss the
reasons of their formation,

* to exchange knowledge within the scope of methaglolaf inspections and experiences
from inspections,

* to exchange of information with the EGAOB, professil organizations of statutory
auditors, international organizations which es#blistandards for pursuit of the
profession of statutory auditor and auditing com@sin

In 2012 three meetings of the EAIG group were khetth 29 March 2012 in Luxembourg, on

14-15 June 2012 in Prague and on 14-15 November id04urich.

Cooperation with the PCAOB

The KNA in 2012 continued the negotiations commenae the previous year on the
initiative of the Americans on concluding an agreemwhich regulated the transfer of
documentation and carrying out of joint inspections

Moreover, on 05-07 November 2012 representativeth@fKNA took part in the annual
conferencdnternational Audit Regulatory Instituterganized in Washington by the PCAOB.
The conference was attended by representativesdéd of oversight of statutory auditors
and auditing companies from different countriesa&grom the cognitive aspect and the
possibility of exchanging experiences, in particida regards the methodology and areas of
inspecting the audit firms, the conference was @rodunity to conduct discussions with the
representatives of the PCAOB within the scope @f #fiorementioned agreement and to
establish relations with members of other delegatarticipating in the meeting.

Membership of the KNA in IFIAR

IFIAR is a global cooperation forum of coordinatinature and functions on voluntary basis.
IFIAR members include public oversight authoritiesm several dozen countries, including
27 bodies acting in EuropéThis organisation, in particular, intends to mitkeossible for

its members to share knowledge as regards thesisgube activity of the statutory auditors
and audit firms, as well as share experiencesrma®f practical aspects of activity of public

" The data relate to the year 2012.
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oversight authorities. The positions issued by tnganisation are not legally binding for its
members.

In 2011 the KNA was accepted as a member of IFIlRR012 representatives of the KNA
participated for the first time in plenary meetirgfghe IFIAR on 16-18 April 2012 in Busan,
South Korea and on 1-3 October 2012 in LondonUhiged Kingdom. The main objective of
the meetings is to exchange experiences withirstiope of activities of bodies of the public
oversight, in particular within the scope of thereal out inspections of auditing companies.
During the meeting in London, a representativehefKNA presented elementary data on the
market of auditing services in Poland as well &rmation about carrying out inspections in
auditing companies which audited public interedtties in the first 3-year period of 2010-
2012.

One of the most important actions undertaken bjRFin 2012 was to prepare, on the basis
of answers given by the members of IFIAR, a reportresults of inspections of auditing
companies in individual countries in particular huit the scope of auditing of financial
statements of the Systematically Important Findrogtitution (SIFI). The first report of this
kind was published by IFIAR on 18 December 281# is planned to prepare this report in
the following years on a cyclical basis.

Registering statutory auditors and entities authpeid to audit financial statements from
third countries

Pursuant to the provisions of Article 95 (1) of thet, the KNA is the body keeping the

registry of statutory auditors from third countriasd the list of entities authorized to audit
financial statements from third countrigs

In 2012 the KNA received one application for thérgno the register or the list of entities

authorized to audit financial statements from tlgodintries submitted by an entity authorized
to audit financial statements from Canada and tpmieations for the entry to the register of
statutory auditors from third countries submittgdtlwo statutory auditors from Canada. The
registration procedure in relation to the fileduests was not concluded in 2012.

Swiss-Polish Cooperation Program

The KNA in 2012 continued the activities within thliemework of the SPPW, one of
beneficiary of which is the KNA. On 10 January 2@ 8onferenc&udit committees: a key
link in the process of financial reporting and audias held, which was organized by the
World Bank and the KNA (financed from the fundstbé SPPW and the KNA). At the
beginning, the conference was planned to be hekDir?. Due to organizational issues, the
date of the conference was moved (more informatibout this event can be found in
separated subsection of the report).

In 2012 the implementation of an IT system, suppgrthe activities of the KIBR as regards
public oversight, in particular in terms of regiton and inspection of statutory auditors was
finalized, which was partly financed from the SPHWAds, including the access to this
system for the KNA.

Two study visits to other countries, in which enyges if the KNA Bureau participated, were
also financed from the SPPW funds.

'8 The report can be found on the webditips://ifiar.org/IFIAR/media/Documents/General NR-2012-
Summary-Report-of-Members-Inspection-Findings-1&02&-(2).pdf

19 The forms can be found on the Public Informatianidin of the Ministry of Finance websit®Dziatalnai¢
< Ciafa kolegialne in the sectigdNA in the tabFormularze
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On 19-20 November 2012 a study visit which objettieas to present to the Polish the way
of functioning of the system of continuing educatmf statutory auditors and accountants in
Ireland was held. Employees of the KNA Bureau amfesentatives of the KIBR and Polish
Accountants' Association participated in the visit.

Whereas on 10-11 December 2012 employees of the BiW&au and a representative of the
KKN participated in a study visit in Swiss bodymiblic oversight of auditing companies in
order to examine method of organization and resilts/ersight of auditing companies.

Other activities
Conference “Audit committees: a key link in the press of financial reporting and audit”

Pursuant to the Action plan of the KNA for 2012hates have been undertaken to organize,
together by the World Bank and the KNA, joint caefece directed in particular to audit
committees’ members, with its aim to improve thalgy of the financial reporting, financial
audit and oversight of them in Poland. At the begig the conference was planned to be
held in 2012. Due to organizational issues the adtéhe conference was moved to the
beginning of the next year. The confererfaadit committees: a key link in the process of
financial reporting and auditvas held on 10 January 2013. The event was takeerun
patronage of the GPW and was held in its seat.

The conference was launched by Mr. Mirostaw SekGlaairperson of the KNA together
with Ms. Lidia Adamska, Member of the GPW Managetri@oard. The Chairperson of the
KNA in his speech set the assumptions of functigraf the public oversight system over
statutory auditors in Poland. He emphasised tleas#if-government of the statutory auditors
was entrusted with some tasks from the scope gbubéc oversight of carrying out financial
audit. Moreover, the Chairperson of the KNA pointed the importance of activities of audit
committees in companies protecting financial rapgrand financial audit in order to monitor
their correctness.

In one of the panels of the conference speeches gigen by Ms. Dagmara Wieczorek-
Bartczak, Vice-Chairperson of the KNA and Mr. Mims Czekaj and Mr. Wiestaw
Roztucki, who participated in the conference atitivitation of the Chairperson of the KNA.
Moreover, speeches were also given by high-perfocagrofessionals from the country and
from abroad, who presented the point of view dkrralia, audit committees and companies'
management boards. The presentation included pkssckes given by Mr. Richard Fleck, a
representative of British body of public oversigiitauditing companies, and Mr. Arnold
Schilder, Chairperson of the IAASB. The speakerghlghted the importance of
independence of the audit committees’ members hatt proper competences within the
scope of financial reporting and financial audit.

The conference was highly attended by participam®re than 140 persons): audit
committees’ members and other members of supewisoards, members of companies'
management boards, statutory auditors, internalt@sdand representatives of the public
sector.
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Patronages of the KNA

In 2012 the KNA developed criteria and rules ofngirag honorary patronages by the KNA
and, therefore, on a meetings on14 March 2012 & Ksued a relevant resolutidn

On the basis of the aforementioned criteria andsiuhe KNA took patronage over the third
edition of the analysis “Contemporary supervisooat” organized by Deloitte Audyt Sp.
z 0. 0. The conference was attended by Mr. Miros$akuta, Chairperson of the KNA.

Inspecting the entities authorized to audit finaradi statements as regards the reporting
obligation arising from Article 87 (1) of the Act

Pursuant to Article 87 (1) of the Act the entitytlaurized to audit financial statements

submits to the KRBR, by 31 January of each yedgrimmation about the agreements on

performing financial audits with the public interesitities concluded in the preceding year.

Pursuant to Article 87 (2) of the Act, the informoat mentioned in par. 1 shall be submitted

by the KRBR to the KNA by 15 February each year.

From the information submitted by KRBR it followsat:

117 entities informed about concluding an agreem@ugreements) on performing
financial audit activities with public interest dis in 2011,

» 18 entities delivered the P10 form after the expiryhe deadline indicated in Article 87
(1) of the Act,

» 23 entities delivered the P10 form which contaimezfularities.

The entities that failed to meet the deadline $jgetin the Act in 2012, received a letter from

the KNA containing a reminder that the statutorgdime should be absolutely met next year.

The KNA also moved to the President of the KRBRhatrequest for providing information

about supplementing the data by the entities, wiinerd&KRBR detected irregularities.

Control of the transparency of entities authorize audit financial statements and
information on their websites (it regards entitiesithorized to audit financial statements
auditing public interest entities)

Pursuant to Article 40 of the Directive 2006/43/\Whke statutory auditors and companies
carrying out audits of public interest entitiesnfradhe EU Member States are obliged to
publish on their websites the annual transpareapprts containing at least the information
referred to in Article 88 of the Act.

In December 2012 the KNA Bureau conducted a traesigg analysis of audit firms, as

a result of what the KNA directed a letter to 6iteed authorized to audit financial statements,
asking to supplement the information missing froweirt website.

Performance of tasks under Article 66(7) of the Am Accounting

Pursuant to Article 66(7) of the Act on Accountitige manager of the firm ordering the audit
as well as the entity authorized to audit finanstatement shall immediately notify the KNA
on the termination of the agreement regarding @agrput audit or the financial statement
review. The agreement referred to in Article 66 (B)the Act on Accounting can be

20 Criteria and rules of granting honorary patronaggsthe KNA can be found on the Public Information
Bulletin of the Ministry of Finance websit® Dziatalng¢ @ Ciata kolegialne in the sectidNA in the tab
Informacje dodatkowe> Kryteria i zasady przyznawania przez KNA patronal@morowych.

Address: ulSwigtokrzyska 12, 00-916 Warszawa 35
Tel. +48 22 694 39 61; Fax: +48 22 694 32 60mdik biuro.kna@mf.gov.pl




Report of the Audit Oversight Commission for 2012

terminated merely in case of justified grounds. Tiféerences of opinions as regards the
application of the accounting provisions or finah@udit standards do not constitute justified
ground for the termination of the agreenfént

Due to the provisions of this Article, the KNA ré@ged information on termination of the
agreement on a current basis. Similarly to theiptesvyears, the main reasons for termination
of the agreements, which the parties referredrmftee decisions made by the companies as
regards the change of a statutory auditor (oftem tduownership changes or changes in the
investment plans), financial issues (such as renatioa volume of the audit firm, delay in
paying the remuneration), changes in organisatistracture of the companies (so they no
longer are subject to obligatory analysis perforragd statutory auditor). In some cases, the
lack of the possibility of meeting the audit deadB set forth in the agreement (e.g. failure to
provide a comprehensive financial statement folyars) was indicated as the reason.

It also results from the analysis of the receivd@drmation that, within this period, some of
the entities terminated more than one agreemeatiditing services. In the majority of cases,
the agreements were terminated upon the joint aggeeof the parties.

Supporting activities intended to introduce changiesthe statutory regulations concerning
the activity of statutory auditors and entities dngrized to audit financial statements and
public oversight of such activity

In 2012 the KNA followed the works undertaken o #orum of the EU in respect of
legislative changes regarding the Directive 200&Z€3and the project of Regulation of the
European Parliament and of the Council on sped#figiirements regarding statutory audit of
public interest entities. The KNA examined informatabout stages of works in the Council
of the European Union and European Parliament deagamain issues discussed within those
institutions.

Within the scope of state regulations, a need smgh the Regulation on reviews was being
discussed. New solutions regarding the Regulatioregiews will be available for discussion
during works on changing the Act.

ZLIn order to standardize the received informatidaren has been developed. It can be found on théicPub
Information Bulletin of the Ministry of Finance weite @Dziatalnagi¢ @ Ciata kolegialne in the sectidgdNA in
the tabFormularze
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4. ACTIVITIES OF THE BODIES OF THE NATIONAL CHAMBER OF STATUTORY
AUDITORS IN THE FRAMEWORK OF PUBLIC OVERSIGHT IN 20122

Activities of the KKN

In 2012, the inspections of entities authorizedudit financial statements were carried out on
the basis of inspection plans for entities autteatirto audit financial statements conducting
financial audit activities in public interest erdgg (the year 2012 was the last year of the
inspections of these entities which were subjettethe inspections in a 3-year cycle, i.e.
2010-2012) and for remaining entities referred noArticle 26 (3) item 2 of the Act.
Inspections in entities conducting financial aualttivities in public interest entities were
carried out by inspectors employed in the KIBRthe period of June-September 2012 the
KIBR employed from 5 to 16-17 inspectors, in thetmaonths of the 2012 — to 11 inspectors
(the number of employees as of the end of 2012g iRAspection plans for the above
mentioned entities were placed on the KIBR’s websifter the KNA had approved the
inspection plans of entities carrying out finan@adtlits in public interest entities. The planned
number of inspections of entities carrying out ficial audit activities in public interest
entities was 74 in 2012, but during the year twtties were removed from the list of the
entities authorized to audit financial statemeats] one entity did not allowed the inspection.
Finally, inspections were carried out in 71 ensittevered by the plan.

Chart No. 8

Execution of inspections carried out by the KKN inentities authorized to
audit financial statements conducting financial aud activities in public
interest entities in a 3-year cycle, i.e. 2010-2012
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Source: own work of the KNA Bureau

2 The activity report prepared by the KKN, KRD, K$Dd KRBR can be found on the Public Information
Bulletin of the Ministry of Finance websit® Dziatalng¢ @ Ciata kolegialne in the sectidNA in the tab
Sprawozdania
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In two cases the inspections were limited to them& and legal scope. During the
inspections it was established that nine entithesen for inspection did not conduct financial
audit activities in public interest entities. Twoplanned inspections were carried out — the
first one as a complement of a planned inspectibrentity conducting financial audit
activities in public interest entities, the secamtk in entity that did not conduct financial
audit activities in public interest entities. Twongplaints on activities of entities authorized to
audit financial statements were considered in thagof the planned inspection (of entities
conducting audit activities in public interest &ies for 2013 and other entities for 2012).

Whereas the inspection plan for the remaining iestitspecified in Article 26 (3) item 2 of
the Act, covered 285 entities, and, finally, 24%iteas were inspected (due to the deletion of
13 entities from the list of entities authorisedaadit, information about conducting audit
activities in public interest entities — 14 ensti@ostponing of the inspection to the year 2013
due to illnesses of statutory auditors — 5 entitred allowing to carry out the inspections —
4 entities). The team of reviewers consisted, oawmage, of 74 persons in 2012.

By the end of 2012, 69 entities authorized to afid&ncial statements carrying out financial
audit activities in public interest entities werspected in formal and legal and substantive
scopes, i.e., above all, internal quality contrgktems and audit documentation were
inspected. When carrying out the inspection, the NKKanalysed 260 audit work
documentations, including 154 documentations comegrthe auditing of public interest
entities, 26 of them regarded issuers of coopardianks, 6 — SKOK, 6 — investment funds,
3 — brokerage houses and 113 — remaining pubkcast entities.

As a result of the inspections carried out in theve mentioned entities, the KKN stated

formal and legal irregularities that concerned, agiothers:

* reporting to the KRBR,

« data transferred for publishing on the list of eesi authorized to audit financial
statements,

» correctness and promptness of publishing repottarsparency (Article 88 item 1 of the
Act) on the entity's website,

e correctness of settlements and promptness of payingal oversight fee,

e adjusting (or not adjusting) provisions of compateed to the requirements of the Act
within the scope of company's object of activity,

» lack of insurance for some forms of activity anekgularities in insurance policies (not
applicable to entities conducting financial auditiaties in public interest entities),

» lack of website (not applicable to entities conthgtfinancial audit activities in public
interest entities).

On the other hand, factual irregularities statethenaforementioned entities regarded:

« compliance of the content of the opinion and th@rewith requirements of the KSRF
No. 1,

» recording of auditing statements specified in itE3rof the KSRF No. 1,

» completeness of report on operations,

e planning of the audit,

» fulfilling obligations within the scope of coopeiat with audit committee,

« recording of auditing probability of occurrenceatiuses (frauds),

» documentation from audit of events after the badasiteet date,

* recording of methods, techniques and procedurasditing,
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» completeness of additional information.

The KKN directed post-inspection statements witoremendations to 66 entities, specifying
date of removal of irregularities pointed out i tteport, and in 5 cases the KKN concluded
the inspections without establishing any irregtilesi

As a result of the carried out planned inspectiariZ012, the KKN filed to the KRD requests
for instituting disciplinary procedures against §atutory auditors. Moreover, on the KNA
request, through the KKN, requests against 25 tsigt@auditors were filed (as of 13 March
2013). In 2013, following inspections carried ourh the plan for 2012, requests against
8 persons were filed to the KRD. The KKN did alde & complaint on statement of the KRD
(issued in 2013) on conclusion of explanatory pedaggs and refusal to institute disciplinary
procedures. The KKN requested the KRBR and KRDnidettake proper actions pursuant to
Article 54 (1) item 5 and Article 31 (1) of the Aagainst entity and statutory auditor who
represented the entity which did not allow carrying the inspection.

The most frequent irregularities occurring in therkvof statutory auditors which led to filing
requests to the KRD after conclusion of the indpactnclude irregularities regarding
recording of auditing areas and statements spdcifieitem 13 of the KSRF No. 1 and
irregularities arising as a result of lack of effict implementation of rules of internal quality
control system.

In 2012 82 requests against statutory auditors avtimot conduct financial audit activities in
public interest entities were also filed to the KRD

In 2012 the KKN organized two training conferenéasinspectors and reviewers on, inter
alia, the impact of the changes of the IFAC Cod&thiics for Professional Accountants on
the work of inspecting entities and issue of preif@sal scepticism in auditing financial
statements.

Activities of the KRD

The KRD carries out investigation proceedings amsdthe prosecutor in disciplinary

proceedings pending before the KSD in accordante Avticle 25(2) of the Act.

In 2012, the KRD and his deputies conducted 99@<#48 of the motions to commence

disciplinary procedures were submitted in 2012, an@ddition, the KRD conducted 341

cases that had not been resolved in 2011, andelthas was resolved in 2011, but it was

submitted by the KSD for re-examination).

The KRD and his deputies conducted 990 cases, imhwh

369 were concluded by the KRD with statements ostafitinuing the explanatory
procedure and refusal to commence disciplinaryquore,

e 281 were concluded by the KRD with statements csctafitinuing the disciplinary
procedure,

« 205 motions to penalize were submitted to the KSD,

e 4 complaints submitted against the KRD statemesetg \wubmitted to the KSD,

» 131 cases were pending as of the end of the year.
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Chart No. 9

Outcomes of disciplinary procedures carried out
by the KRD in 2012

m concluded with statements on
discontinuing the explanatory
procedure and refusal to
commence disciplinary
procedure — 369

concluded with statements on

discontinuing the disciplinary
procedure — 281

m motions to penalize — 205

m cases pending as of the end qf
2012 - 131

Source: own work of the KNA Bureau based on daienfthe KIBR.

The motions for initiating a disciplinary procedwrere mostly from:

 the KRBR, concerning the cases of statutory auslithlat did not take part in the
mandatory professional education in the years 2002011 (833 motions),

» the KNN (91 motions),

* the KNA (10 motions),

» statutory auditors (6 motions),

* business entities (16 motions),

e natural persons (26 motions),

» other (8 motions).

Within the reporting period — as compared to thevimus year — the number of requests filed

to the KRBR for not performing obligation of pro$ésnal education by statutory auditors

decreased by 460. However, the number of cased hle other applicants increased

significantly — they filed more than twice the nuenlof cases of 2011.

A significant increase can be noticed in the casdsnitted by the KKN — from 10 in 2011 to

91in 2012.

The KRD within the reporting period issued 616 estants on instituting explanatory

proceedings and 246 statements on instituting mlieary investigations. The KSD was

provided with 205 motions for penalties, out of eri

» 188 cases concerned statutory auditors who fadguhiticipate in mandatory professional
education in 2010 and 2011,

40 Address: ulSwigtokrzyska 12, 00-916 Warszawa
Tel. +48 22 694 39 61; Fax: +48 22 694 32 60mdik biuro.kna@mf.gov.pl




Report of the Audit Oversight Commission for 2012

» 3 cases submitted by the KNA concerned breach ef tovisions of the Act on
Accounting, KSRF No. 1 and breach of the code litstof statutory auditors.

* 6 cases submitted by the KKN concerned breach ef gtovisions of the Act on
Accounting, standards of pursuit of the professbstatutory auditor — subsequently the
KSRF, including one case concerning an entity aighd to audit financial statements
which did not subject to planned inspection of kiieN,

» 8 cases of requests from natural persons and edonamts concerned breach of the
provisions of the Act on Accounting and breachhaf tode of ethics of statutory auditors.

65 out of 205 cases directed to the KSD were hateyet been resolved (submitted to the

KSD at the end of the reporting year) and in 14@ai@ing decisions were made, including

109 cases in which the KSD passed sentences, momdirthe requests of the KRD. In the

remaining cases the KSD discontinued the procesdingwo cases statutory auditors were

acquitted. In one case the KRD appealed to thétkeict Court in Gliwice Department IV

of Work and Social Security regarding irregulastia auditing of the SKOK.

In 4 cases parties of proceedings filed complaiatshe KSD on statements of the KRD

regarding conclusion of disciplinary procedureswbiich: 2 cases are pending in the KSD,

1 case was left by the KSD without resolving duéhefact that it was filed by a person who

was not eligible, in 1 case the KSD upheld theestaint of the KRD. Moreover, in 2 cases

the KSD considered complaints on statements isBye¢dde KRD during the investigations, in
the first one on statement on refusal to make abtglrecords of the case, in the second one
on statement on refusal to recognize the applieana wronged party. In both cases the
complaints were dismissed.

The KRD concluded 650 cases with statements onluding explanatory proceedings and

on refusal of instituting investigation and on distnuing of disciplinary investigation. The

legal basis for concluding cases in the aforemaatiovay was mostly (388 cases) Article 15

(1) item 3 of the k.p.®i.e. insignificant level of nuisance. Most of teesases were run with

regard to not participating in mandatory obligatioh professional education by statutory

auditors who do not pursuit their profession, afeaaced in age and are in ill health. In 218

cases discontinuing was caused by statutory lackasfs for penalties, with reference to

deletion from the register of statutory auditorspefsons who filed a request in this case or
were removed due to failing to pay membership doutions or due to demise.

In 2012 the KRD, acting pursuant to 8 67 of thedRubf disciplinary procedures against

statutory auditors, issued an ordinance on appwrdf the three-person Team of Evaluators

to consider a complaint on activities of the KRDQarling disciplinary case run by the KRD.

The Team of Evaluators confirmed that the coursdisifiplinary procedures was correct and

estimated the complaint as unjustifiable.

Within the reporting period, development of instrom on practical use of the k.p.k. in

disciplinary procedures was commissioned. Samplegabements, ordinances and requests

for penalty were also adjusted to provisions ofkhek. Quarterly conferences with deputies
of the KRD were organized, on which issues regardiisciplinary judicial decisions,
implementation of oversight and breaches of proeeiwere discussed. Training conference
for members of adjudication panel and deputiehefKRD in order to discuss disciplinary
judicial decisions and current affairs was orgathittgether with the KSD.

In addition, a consultation meeting with the KKNarder to resolve procedure of executing

inspection, way of developing requests for ingtigt disciplinary investigation and

forwarding secured documentation during an inspads planned to be organized in 2013.

%3 The abbreviation k.p.k. meaniBhe Act of 06 June 1997 the Code of Criminal Prace@Journalof Laws of 1997
No. 89 item 555, as amended).
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Activities of the KSD

The KSD adjudicates in cases of statutory auditdisCiplinary liability for acting in conflict
with the provisions of law, financial audit standsrindependence and professional ethics
principles. The KSD has one instance and compasdgee members.

The appeal against the decisions of the KSD calodged to a district court — labour and
social insurance court as the court of first insegrcompetent locally for the accused’ place of
residence.

In 2012, the KSD issued 241 decisions, most of Wiziencerned failure to comply with the
obligation of professional education by the statptditors.

Disciplinary penalties imposed by the court were:

* 84 times — admonitions,

e 26 times — reprimands,

e 19times —fines,

* 12 times — prohibition of carrying out financialdiufor one year,

* 1 time — prohibition of carrying out financial atiébr three years,

» 8times —the KSD committed to participate in adiaonal training.

Chart No. 10

Types ol disciplinary penalties in decisiondissued by the KSD in 2012

26

. 84
admonitions — 84

reprimands — 26
fines — 19

commitment to participate in an additional training
prohibition of carrying out financial audit for oyear — 12
= Prohibition of carrying out financial audit for te years — 1

Source: own work of the KNA Bureau based on daienfthe KIBR.

In 53 cases the procedures were discontinued, jarityadue to low social harm, in 4 cases
the KSD absolved the accused entities from alletedges.

In 21 cases the trials were postponed, in 4 cdsedrials were adjourned, in 3 cases the
requests were returned to the KRD in order to cempht disciplinary investigation, in 1
case the case was suspended.

In 2012 the KSD resolved 7 appeals to the decisidise KRD and 1 appeal to the decision
of the KSD.
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An important matter was the appeals which werectika by the parties to the procedures at

the competent courts, however, among more tharhtwdred issued decisions, cases decided

by appeal instance constitute a small percentag2012:

e in 1 case the District Court — Labour and Sociauhance Court upheld the decision of
the KSD,

* in 1 case the District Court — Labour and Sociauhance Court discontinued the
proceedings in the case under consideration,

e in 2 cases the District Court — Labour and Soaigsutance Court changed the imposed
penalty,

* in 2 cases the District Court — Labour and Socgiautance Court submitted the case for
re-examination by the KSD,

» 5 cases are pending before appellate court.

Consultations of the members of the KSD and joiaetimgs with the KRD are planned to be

continued in 2013. Since 2012, the KSD publishesihgdary decisions on the KIBR website

for educational and preventive purposes.

Activities of the KRBR

In 2012, the KRBR executed the tasks of public sigiit concerning in particular:

* registering statutory auditors and entities autteatito audit financial statements,
e qgualification procedure for the candidates forugtaty auditors,

* rules of mandatory professional education of stayuauditors,

* national standards on auditing,

e annual oversight fee.

In the period between 01 January 2012 and 31 Deeegili2 by the decisions of KRBR:

« 174 persons were legally entered into the regisfeistatutory auditors (including
2 persons mentioned in Article 5 (3) of the Act),

e 407 statutory auditors were removed from the regist statutory auditors (including:
217 on request, 58 due to demise, 132 due to gatlnpay the membership fees for
a period exceeding one year),

* decision on deletion from the register of statutauglitors was repealed in relation to 26
statutory auditors,

* 68 entities were entered into the list of entineshorized to audit financial statements,

* 149 entities authorized to audit financial statetsevere deleted from the list (including:
119 on request, 16 due to failing to pay the anouatsight fee, 10 due to the demise of
statutory auditors running the entitled entitiestie form of sole business activity on
their own behalf and on their account, 4 due tetitwh of the statutory auditors from the
register of statutory auditors, who were running émtitled entities in the form of sole
business activity on their own behalf and on thetount),

« decision on repealing the deletion of the entignfrthe list of entities authorized to audit
financial statements was undertaken in relatioh ¢éntity.

Within the aforementioned period, the KRBR issu&d tesolutions on refusing deletion of

entity authorized to audit financial statements grsdibmitted to the KNA 10 appeals against

resolutions in the subject of entry or deletion.

In 2011 the KRBR issued 6 resolutions pertainingtite qualification procedure for the
candidates for statutory auditors, cooperating iwitthis scope with the Examination
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Committee. In particular, the KRBR issued resolutihbo. 744/10/2012 of 10 January 2012
amending resolution on particular scope of themati@ms in classification proceedings for
statutory auditors, as well as resolution No. 8422012 of the KRBR of 07 February 2012
onamount on the fees for individual exams.

Moreover, in 2012 the KRBR undertook activities ragulation of mandatory professional
education for statutory auditors within the scope o
« fulfilling the obligation of professional educatiday statutory auditors in 2011
v resolution No. 929/12/2012 of the KRBR of 06 Mag&12 on submitting to the KRD
a list of statutory auditors who did not fulfil tlbligation of professional education in
2011 (the list included 532 statutory auditors),
* mandatory professional education in 2013, issuing:
v' resolution No. 838/11/2012 of the KRBR of 07 Felbyu2012 on thematic scope and
minimal number of hours of mandatory professiomiiaation for statutory auditors in
2013,
v' resolution No. 1274/18/2012 of the KRBR of 14 Aug812 on establishing a list of
entities authorized to carry out mandatory professi education for statutory auditors
in 2013,
e organization of mandatory professional educati@ilearning, as a form of participating
in mandatory professional education for statutargitrs in 2012 was allowed.

The KRBR undertook also actions aiming at settleneérstatutory auditors of obligation of
mandatory professional education in 2012. It wasbkdéished that in 2012 the obligation
concerned 6,930 statutory auditors, 595 of whichrdit fulfil the obligation. The KRBR will
issue proper decision in relation to this groug®i3.

In 2012, 18 entities were allowed by the KRBR tagaut mandatory professional education
for statutory auditors. An intention of carryingtoonandatory professional education for
statutory auditors was declared also by 21 regidiasions of the KIBR. The KRBR carried
out 7 visitation of mandatory professional educatsoming at inspection of following the
rules specified in organizational-methodical guitket for mandatory professional education
for statutory auditors by entities carrying out thenings.

In the period from 01 January 2012 to 31 Decemlidr22 the KRBR issued, pursuant to
Article 21 (2) item 3 letter a of the Act, resotuti No. 1349/20/2012 of 09 October 2012
amending resolution on National Standards on Anglitvhich was not approved by the KNA.
It caused issuing by the KRBR on 18 December 2@%2lution No. 1473/23/2012 repealing
resolution on National Standards on Auditing anentk after removing objections of the
KNA - the KRBR issued on the same day resolution NKY4/23/2012 amending resolution
on National Standards on Auditing. The resolut@pproved by the KNA, adjusted National
Standards on Auditing to changes arising from sigittiown of the Official Gazette of the
Republic of Poland (Monitor Polski) “B”. Moreovesn 07 February 2012 the KRBR issued
announcement No. 6/2012 on agreements on auditiagdial statements, dedicated to issues
of proper formulation of the aforementioned agrest:iean the context of possibility of
issuing by statutory auditor — instead of an opinio a position on independent statutory
auditor.

However, changes within the scope of rules of makequality inspection of entity authorized
to audit financial statements and the code of sthfcstatutory auditors have not been made,
and it is worth highlighting that with the resotuti of the KRBR No. 4249/60/2011 approved
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by the KNA as of 01 January 2012, the Code of Etiiac Professional Accountants of the
International Federation of Accountants (IFAC) veal®pted as applicable in Poland code of
ethics for statutory auditors.

In 2012, the KRBR did not issue resolutions inriegters concerning disciplinary procedures
against statutory auditors and concerning impaoasibibfines and prohibition of financial audit
activity against the entities authorized to audifcial statements.

As regards the annual oversight fee, the KRBR ts€ueesolutions, inter alia, on the volume
of the annual oversight fee in 2012 (which deteedints value at the level of 1.5% of
revenues of the entities authorized to audit firdrstatements within financial audit activity,
yet no less than PLN 679.90, and the resolutionsnaimg resolutions on the volume of the
annual oversight fee in 2010 and 2011 (the amentimegarded the volume of the minimum
fee). In addition, the KRBR, in response to writepectations of the KNA on establishing
and settlement of the annual fee on the accouov@fsight, issued announcement No. 5/2012
of 07 February 2012 on declaration of the issusubkcontracting in reports to the KIBR by
entity authorized to audit financial statements.
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Appendix
ACTION PLAN OF THE KNA FOR 2013

. Conducting activities aiming at ensuring approgriguality of the statutory auditor
profession and systems of quality assurance intientauthorized to audit financial
statements, including, in particular, auditing poibiterest entities through, inter alia:
approving the inspection plans carried out by thé\Kand candidates for inspectors of
the KIBR;

approving reports from inspections in entities adited to audit financial statements
conducting financial audit in public interest eiett

supporting implementation of International Standasd Auditing (MSFR) as standards of
pursuit of the profession of statutory auditor oldhd;

activities aiming at improving efficiency of actiis of the KKN within the scope of the
carried out inspections, including, inter alia, lification of inspection procedures;
intensifying cooperation with the KKN within theggme of organization of trainings for
inspectors and reviewers;

increasing the number of the KNA observers in ietipas performed by the KKN.

. Summarization of execution of tasks of carrying oligciplinary procedures against
statutory auditors by the KRD and the KSD during tberiod of 2010-2012 and
establishing plans for further cooperation, in jgatar in cases in which the KNA
participates as a party.

. Analysing judicial decisions of the KSD during tberiod of 2010-2012 with regard to its
cohesion.

. Conducting activities aiming at ensuring uniforminpiples of the statutory auditor
profession in Poland, in particular through:

supporting the training activities aiming at bundi knowledge within the scope of
International Standards on Auditing;

assessing the practical implementation of rulesiipd in the IFAC Code of Ethics;
supervising professional education of statutoryitausl in particular on choosing subjects
of mandatory trainings, in order to adjust the meguents established for statutory
auditors to needs arising from the changing mas&atlitions in the best possible way.
analysing fulfilling of the disclosure requirememisrsuant to Article 88 of the Act by
entities conducting financial audit activities ialgic interest entities.

. The control of the procedure of granting the statutauditor authority, including the
control of the procedure of entering to the regigi statutory auditors, approval of
resolutions of the KRBR determining the scope, pdoce and principles of recruitment
of candidates for statutory auditors.

. Analysing costs and sources of financing of thergiglt of execution of financial audit
activities by statutory auditors and activities aftities authorized to audit financial
statements, exercised by the bodies of the KIBR.
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7. Activities for the benefit of promoting financialidit as a basis for reliable information in
financial statements.

8. Developing international cooperation, includingparticular:

» exchanging experiences on functioning of the putiersight system;

» developing the cooperation within the frameworktloé European Group of Auditors’
Oversight Bodies (EGAOB), the International Forumlmdependent Audit Regulators
(IFIAR) and European Audit Inspection Group (EAIG);

» developing the relations with selected oversightlié® from the European Union and
from third countries, aiming, in particular, at:
v'exchanging experiences with the Member StateseoEtlropean Union, registering

statutory auditors and auditing companies frondthountries as well as carrying out
inspections of auditing companies;

v' establishing rules for cooperation with bodies afblt oversight from third
countries, in particular from the USA and Canaddhiw the scope of exercising
oversight of auditing companies executing financaldit activities in listed
companies in states other than the state of regmtr of the auditing company,
including the conclusion of agreements on transfefocuments or carrying out joint
inspections of auditing companies.

9. Undertaking activities aiming at making changesstatutory regulations regarding the
activities of statutory auditors and entities autted to audit financial statements, as well
as public oversight of these activities, which sgthen supervisory tools of the KNA,
analysing and giving opinion to projects of legatsaat state and the European Union
levels.

10.Developing resources which will improve the exemntof tasks of the Audit Oversight
Commission.

11. Activities aiming at implementation of IT solutiofie the KNA (electronic circulation of
documents, website).

12.0ngoing realization of tasks specified in the Act.

Address: ulSwigtokrzyska 12, 00-916 Warszawa 47
Tel. +48 22 694 39 61; Fax: +48 22 694 32 60mdik biuro.kna@mf.gov.pl




