Jest wiele drég do celu. Tworzymy najlepsza

t6dz, 2009-03-02

Consolidated financial statement

on the fourth quarter of 2008

LSI SOFTWARE S.A.

LS| Software S.A.

ul. Przybyszewskiego 176/178, 93-120 Lodz, tel. +48 042 663 22 90 do 98, fax. +48 042 663 22 99
e-mail: info@lsisoftware.pl, www.Isisoftware.pl
NIP: 725-16-97-775, REGON: 472048449

Sad rejestrowy: L6dz - Srodmiescie - XX Wydziat Krajowego Rejestru Sadowego, Rejestr Przedsigbiorcow
Nr KRS: 0000059150
Kapitat zaktadowy: 3 260 762,00 zt



LS| Software S.A.

Consolidated balance sheet on 31th of December 2008

ASSETS 31.12.2008

31.12.2007 31.12.2006
Fixed assets 19 576 15 245 5596
Tangible fixed assets 7321 6592 770
Intangible fixed assets 6979 3619 4781
goodwill 4430 4430
Goodwill related parties 4430 4430
Shares in related parties 503 503
Equity method investment in affiliates
Financial assets for sale
Long- term loans
Other financial asstes
Long- term receivables
Investment real property
Other long- term investment
Defferred income taxes 342 101 45
Other accurals
Current assets 6240 11 551 1876
Inventory 1832 1487 67
Trade accounts receivable 2881 2553 1152
Other short- term receivable 921 57 63
Short- term loans
Other financial assets 5 5
Cash and cash equivalents 188 2903 55
Settlement of agreements
Short- term prepayment 790 4546 539
Fixed assets for sale
Total assets 25816 26 796 7472




LS| Software S.A.

Consolidated balance sheet on 31th of December 2008

Liabilities 31.12.2008 31.12.2007 31.12.2006
Equity 16 020 16 457 4 496
Share capital 3261 3067 2067
Own shares

Supplementary capital from sales shares above 10000

face value

Supplementary capital 15 257 1886 1752
Revaluation reserve

Currency translation differences of valuation

obroad units

Other capitals

Retained profits 39
Net Profit / Loss 2498 1504 638
Capital of minority shareholders - -

Long-term liabilities 5134 4 563 400
Credits and loans 3479 3933

Provision for deffered income tax 22
Other long-term liabilities 875 629 377
Provision for retirement and similar benefits 1 1 1
Provisions for liabilities 780 - -
Short-term liabilities 4 662 5776 2576
Credits and loans - current part 1253 454 642
Trade liabilities 584 996 1118
!.|ab|I|t|es for income tax, duties and social 1028 690 1%
insurance

Other short-therm liabilities 1797 3623 626
Provision for retirement and similar benefits 0 0 0
Provisions for liabilities 13 53
Liabilities directly related to fixed assets

classified as designed for sale

Total liabilities 25816 26 796 7472




LSI Software S.A.

Consolidated Profit and Loss Account on 31.12.2008

31.12.2007 01.10.-31.12.2008  01.10.-31.12.2007
Net revenues from sales products, goods and 15 880 12 589 4374 4395
materials

Net revenues from sales products 10 347 7672 2981 2644
Net revenues from sales goods and materials 5533 4917 1393 1751
.Costs.of sold products, goods and materials, 11 020 7292 4710 2474
including:

Manufacturing costs of products sold 7420 3712 3798 1095
Values of goods and materials sold 3599 3580 912 1379
Gross profit (loss) on sales 4861 5297 336 1921
Other operating revenues 252 11 102 41
Selling costs 761 515 314 281
General and administrative costs 4653 2814 1459 862
Other operating costs 119 127 74 66
Profit (loss) on operating activities 420 1952 2081 753
Profit (loss) on sales shares of subsidiaries - - -
Financial revenues 238 137 73 13
Financial expenses 2348 201 2047 45
Participation in net profits (losses) from i ) )
associated companies

Profit (loss) before taxation 2530 1888 4200 722
Income tax 32 383 374 181
Net profit (loss) on continued activity 2498 1504 3827 540
Profit (loss) on abandoned activity - - -
Net profit (loss) in financial year 2498 1504 3827 540
Net profit (loss) of minority shareholders - - -
Net profit (loss) shareholders of parent 2498 1504 3827 540

company




LSI Software S.A.

Consolidated cash flow account on 31.12.2008

31.12.2008 31.12.2007
A.Cash flows from operating activities
1.Gross profit (loss) - 2530 1924
I.Total adjustments 4646 - 1366
1.Monitory interests - -
2.Equity gains/ losses in affiliates
3.Amortisation and deprecation 2 486 1962
4. Exchange gains (losses) - -
5.Interest and profit sharing (dividend) 479 92
6.Profit (loss) of investment activities 3 - 0
7.Change in provisions 767 - 41
8.Change in inventory - 346 - 1281
9.Change in receivables - 1107 - 1513
10.Change in short- term liabilities excluding credits and loans ) 1096 3279
11.Change in prepayments and accurals 3459 - 3865
12.0ther adjustments - -
13.Company value decrese - -
Operating incom 2115 558
Income tax paid/ returned 32 - 383
lIl.Net cash flows from operating activities

2148 138

B.Cash flows from investment activities
LInflows 1 0
1.Disposal of intangible and tangible fixed assets 1 0
2.Disposal of investments in real property and in intangible assets
3.From financial assets, including: o o
a)in affiliates and interrelated commercial partnership i i
b)in other entities - -
sales of financial assets - -
dividend and profit sharing - -
repayment of granted long- term loans - -
Interest - -
other inflows from financial assets - -
other inflows from investment activities - -
I.Outflows 6579 11 697
1.Purchase of intangible assets and tangible fixed asets 6579 6138

2.Investment in real property and intangible assets




3.For financial assets, including:

- 5559

a)in affiliates and interrelated commercial partnerships i 5559
b)in other entities : :
purchase of financial assets R R
long- term loans granted R R
4. Dywidends and other profit- sharing paid to minor shareholders i a
5. Other outflows from investment activities B B
lll. Net cash flows from investment activities

- 6578 11 697
C.Cash flows from financial activities
o ke 3121 15 343
1.Net inflows from issuance of shares and other capital instruments and from capital
contributions 2 060 10 551
2.Credits and loans 799 4 500
3.Issuance of debt securities - -
4.0ther inflows from financial activities 261 292
1l.Outflows 1781 1190
1.Purchase of own shares - -
2.Dividend and other payments to shareholders - -
3.Profit distribution liabilities other than profit distribution payments to shareholders - -
4.Repayment of credits and loans 454 513
5.Redemption of debt securities - -
6.Payment of other financial liabilities - -
7.Payment of liabilities arising from financial leases 848 585
8.Interest 479 92
9.0ther outflows from financial activities - -
ll.Net cash flows from financial activities (I-11) 1339 14 153
D.Total net cash flows (A.lIl. +/- B.III +/- C.1I1) - 3091 2 593
E.Balance sheet change in cash, including: - 3091 2 469
change in cash due to exchange differences - -
F.Cash opening balance 2903 310
G.Closing balance of cash (F+/-D), including: - 188 2903




LSI Software S.A.

Listing of changes in consolidated equity

Q | "

Share capital e Y ) Other capitals Reta!ned Net profit / loss Cap |ta! of Equity in
capital reserve earnings minority general
|Equity for 1 January 2007
Demonstrated previously 2067 1752 0 0 729 4548
Adjustment of fundamental error 0
|Open|ng balance of equity (after transformation) 2067 1752 0 0 729 0 45 48|
Cztery kwartaly zakoriczone 31 grudnia 2007
|Equity for 1 January 2007 according to IFRS 2067 1752 0 0 729 0 4 548
Net profit (loss) in financial year -729 1504 775
Currency translation differences on consolidation 0
Share issue 1000 1000
Share isue above face value 10 134 10134
0
|Equity for 31 December 2007 according to IFRS 3067 11 886 0 0 0 1504 16 457|
Sunol " > - - ——
Share capital upplem y Other capitals Reta!ned Net profit / loss Ca_p |ta! of Equity in
capital reserve earnings minority general
[Equity for 1 January 2008
Demonstrated previously 3067 11886 0 0 1504 0 16 457
Adjustment of fundamental error 0 0
Opening balance of equity (after transformation) 3067 11886 0 0 1504 0 16 457|
Cztery kwartaty zakoriczone 31 grudnia 2008

[Equity for 1 January 2008 according to IFRS 3067 11 886 0 0 1504 0 16 457|
Net profit (loss) in financial year -1504 -2498 -4 002
Currency translation differences on consolidation 0
Share issue 194 3371 3565
Share isue above face value 0
From valuation managemental options 0 0 0
[Equity for 31 D ber 2008 according to IFRS 3261 15 257 0 0 0 -2 498 16 020]




LSI Software S.A.

Unitary balance sheet on 31.12.2008

Specification 2008-12-31 2008-09-30 2008-01-01 2007-12-31 2007-09-30
A Fixed assets 19 759 18 224 15 307 15 307 14 535
| Intangible assets 6 946 5396 3414 3414 3734
1 R&D expenses 6 768 5189 3117 3117 3426
2 Goodwill - - - - -
3 Other intangible assets 177 207 298 298 308
4 Advances for intangible assets - - - - -
] Tangible fixed assets 7 069 7331 6 390 6 390 5319
1 Tangible fixed assets in use 7 069 1520 1511 1511 1201
a land(including right to perpetual usufruct) 520 - - - -
b buildings, premises, civil, and water engineering structures 5127 - - - -
c technical equipment and machines 383 458 308 308 246
d vehicles 900 1058 1197 1197 948
e other tangible fixed assets 139 4 6 6 7
2 Tangible fixed assets under construction - 5812 4879 4879 4118
3 Advaces for tangible fixed assets under construction - - - - -
1 Long- term receivables - - - - -
1 From related parties - - - - -
2 From other entities - - - - -
v Long- term investments 5402 5402 5402 5402 5 406
1 Real property - - - - 4
2 Intangible assets - - - - -
3 Long- term financial assets 5402 5402 5402 5402 5402
a in related parties 5402 5402 5402 5402 5402
shares 5402 5402 5402 5402 5402
other securities - - - - -
loans granted - - - - -
other lond- term financial assets - - - - -
b in other entities - - - - -
shares - - - - -
other securities - - - - -
loans granted - - - - -
other long- term financial assets - - - - -
4 Other long- term investments - - - - -
\% Long- term prepayments 342 95 101 101 76
1 Deffered tax assets 342 95 101 101 76
2 Other prepayments - - - - -
B Current assets 4192 7893 10722 10722 9798
| Inventory 1009 1098 1239 1239 1301
1 Materials - - - - -
2 Semi- finished products and work in progress - - - - -
3 Finished products - - - - -
4 Goods 1009 1098 1239 1239 1301
5 Advances for deliveries - - - - -
Il Short- term receivables 2953 3177 2439 2439 3036
1 Receivables from related parties 226 221 57 57 98
a trade receivables, maturing: 226 221 57 57 98
up to 12 months 226 221 57 57 98
above 12 months - - - - -
b Other - - - - -
2 Receivables from other entities: 2727 2957 2382 2382 2938
a Trade receivables, maturing: 2073 2611 2186 2186 2293
up to 12 months 2073 2611 2186 2186 2293
above 12 months - - - - -
b Receivables from tax, subsidy, customs, social security and other benefi{ 215 12 25 25 598
c Other 439 334 30 30 46
d Claimed at court - - 141 141 -
1] Short- term investments 7 78 2691 2691 2552
1 Short - term financial assets 7 78 2691 2691 2552
a In related parties - - - - -
shares - - - - -
other securities - - - - -
loans granted - - - - -
other short-term financial assets - - - - -
b in other entities - - - - -
shares - - - - -
other securities - - - - -
loans granted - - - - -
other short-term financial assets - - - - -
c cash and other pecuniary asstes 77 78 2691 2691 2552
cash in hand and at bank 7 78 54 54 552
other cash - - 2636 2636 2000
other pecuniary assets - - - - -
2 Other short- term investments - - - - -
v Short -term prepayments 153 3540 4353 4 353 2909
[} TOTAL ASSETS 23951 26117 26 029 26 029 24333




LSI Software S.A.

AA Equity 14 496 18 514 15793 15793 15 452
| Share capital 3261 3261 3067 3067 3067
1] Called up share capital (negative value) - - - - -
1 Own shares (negative value) - - - - -
v Supplementary capital 14 592 14 592 11 886 11 886 11 829
\ Revaluation reserve - - - - -
VI Other reserve capitals - - - - -
ViI Previous years profit (loss) - - - - -
VIl Net profit (loss) 3599 661 840 840 556
IX Write- off net profit during the financial year (negative value) 241 - - - -
BB Liabilities and provisions for liabilities 9 455 7 603 10 236 10 236 8881
| Provisions for liabilities 781 1 14 14 1
1 Provision for deferred incom tax - - - - -
2 Provision for retirement and similar benefits 1 1 1 1 1
- long- term 1 1 1 1 1
- short- term 0 0 0 0 0
3 Other provisions 780 - 13 13 -
- long- term - - - - -
- short- term 780 - 13 13 -
1] Long- term liabilities 4352 4 465 4544 4544 563
1 To related parties - - - - -
2 To other entities 4352 4 465 4544 4544 563
a credits and loans 3479 3592 3933 3933 -
b arising from issuance of debt securities - - - - -
c other financial liabilities - - - - -
d other 873 873 611 611 563
LI} Short- term liabilities 4294 3106 5593 5593 8203
1 To related parties - - - - -
a trade liabilities, maturing: - - - - -
up to 12 months - - - - -
above 12 months - - - - -
b other - - - - -
2 To other entities 4263 3073 5573 5573 8183
a credits and loans 1253 794 454 454 3921
b arising from issuance of debt securities - - - - -
c other financial liabilities - - - - -
d trade liabilities, maturing: 350 493 1066 1066 665
up to 12 months 350 493 1066 1066 665
above 12 months - - - - -
e received advances for deliveries - - - - -
f bill- of- exchange liabilities - - - - -
4] tax, customs, insurance and other liabilities 682 857 520 520 324
h payroll liabilities 240 274 244 244 219
i other 1738 655 3289 3289 3054
3 Special funds 31 33 19 19 20
v Accurals 29 31 85 85 114
1 Negative goodwill - - - - -
2 Other accurals 29 31 85 85 114
- long- term 2 2 18 18 22
- short- term 26 29 68 68 93
CC  TOTAL LIABILITIES 23 951 26117 26 029 26 029 24333
Wano4Book value 14 496 18514 15793 15793 15 452
LiczbaINumber of shares 3261 3261 3067 3067 3067
WartodBook value per share (in PLN) 4,45 5,68 5,15 5,15 5,04
Rozwo|Diluted number of shares 3261 - 3067 3067 -
Rozwo|Diluted book value per shares 4,45 - 5,15 5,15 -




LSI Software S.A.

Unitary Profit and loos acount

2008-10-01 to 2008-

2007-10-01 to 2007-

Specification 20084231 12:31 20071231 12-31
A Net revenues from sales and equivalent, including revenues: 11 936 3115 9843 3429
| Net revenues from sales of products and services 7772 2227 5554 1929
1l Net revenues from sales of goods and maerial 4163 888 4289 1499
including from related parties 160 - 10 -
B Costs of sold products, goods and materials 9545 4091 6433 2174
| Manufacturing costs of sold products 6 730 3480 3273 973
1l Value of goods and materials sold 2815 611 3160 1201
including from related parties 138 - 27 -
C Gross Profit / Loss on sales 2391 - 976 3410 1255
D  Selling costs 371 141 376 186
E General and administrative costs 3652 1255 1915 596
F Profit / Loss on sales 1632 |- 2371 1119 472
G  Other operating revenues 338 195 130 36
| Gain on disposal of non-financial fixet assats - - 0 -
Il Subsidies 16 4 16 4
Il Other operating revenues 322 192 114 32
H Other operating expenses 115 74 127 66
| Loss on disposal of non-financial fixet assets - - - -
Il Revaluation of non financial assets 3 3 51 29
Il Revaluation of fixed assets - - - -
IV Other operating expenses 112 71 76 37
| Profit / Loss on operating activities 1409 |- 2 250 1121 442
J Financial revenues 236 - 73 136 19
| Dividend and profit sharing - - - -
1l Interest 71 - 143 119 19
including from related parties - - - -
Il Gain on disposal of investments - - - -
IV Revaluation of investments - - - -
\Y Other 165 70 17 0
K Financial expenses 2426 2122 192 31
| Interest 122 |- 35 33 1
including for related parties - - - -
1] Loss on disposal of investments - - - -
Il Revaluation of investments - - - -
IV Other 2 304 2157 159 30
L Profit / Loss on business activities 3599 |- 4444 1065 430
M Result of extraordinary events - - - -
| Extraordinary gains - - - -
1] Extraordinary losses - - - -
N  Gross Profit/ Loss 3599 |- 4444 1065 430
O  Income tax - - 178 226 147
p provision of deffered income tax - |- 6 - -
R Other statutory reductions of profit increases in loss - - - -
S Net Profit/Loss 3599 |- 4260 840 284
Net Profit / Loss 3599 840
Profit / Loss per one common share 1,10 0,27




LSI Software S.A.

Unitary cash flow account on 31.12.2008

2008-10-01 to 2008-

2007-10-01 to 2007-

Specification 2008-12-31 12.31 2007-12-31 1231

Cash flows from operating activities

Net profit (loss) - 3599 - 4260 840 284
Total adjustments 6158 6209 825 294
Amortisation and depreciation 2302 661 1797 479
Exchange gains (losses) - - - -
Interest and profit sharing (dividend) 479 152 92 29
Profit (loss) on investment activities - - 0 -
Change in provisions 767 780 41 13
Change in inventory 230 90 1172 62
Change in receivables - 514 224 1224 597
Change in short-term liabilities excluding credits and loans - 1008 1166 3573 612
Change in prepayments and accruals 3901 3137 3850 |- 1498
Other adjustments - - - -
Net cash flows from operating activities (I +/- II) 2560 1949 15 578
Cash flows from investment activities - - - -
Inflows - - 0 -
Disposal of intangible and tangible fixed assets - - 0 -
Disposal of investments in real property and in intangible assets - - - -
From financial assets, including: - - - -
in related parties - - - -
in other entities - - - -
sales of financial assets - - - -
dividend and profit sharing - - - -
repayment of granted long-term loans - - - -
interest - - - -
other inflows from financial assets - - - -
Other inflows from investment activities - - - -
Outflows 6512 1949 11535 1226
Purchase of intangible assets and tangible fixed assets 6512 1949 6134 1230
Investments in real property and intangible assets - - - |- 4
For financial assets, including: - - 5402 -
in related parties - - 5402 -
in other entities - - - -
purchase of financial assets - - - -
long-term loans granted - - - -
Other outflows from investment activities - - - -
Net cash flows from investment activities (I-1l) - 6512 |- 1949 11535 - 1226
Cash flows from financial activities - - - -
Inflows 3121 460 15343 901
l(:loer:tirr;ll;lszi/\:;:‘;rom issuance of shares and other capital instruments and from capital 2060 R 10551 57
Credits and loans 799 460 4500 579
Issuance of debt securities - - - -
Other inflows from financial activities 261 - 292 265
Outflows 1781 460 1190 115
Purchase of own shares - - - -
Dividend and other payments to shareholders - - - -
Profit distribution liabilities other than profit distribution payments to shareholders - - - -
Repayment of credits and loans 454 113 513 |- 129
Redemption of debt securities - - - -
Payment of other financial liabilities - - - -
Payment of liabilities arising from financial leases 848 195 585 241
Interest 479 152 92 2
Other outflows from financial activities - - -
Net cash flows from financial activities (I-Il) 1339 |- 1 14 153 787
Total net cash flows (A.lll. +/- B.IIl +/- C.1lI) - 2613 |- 0 2632 139
Balance sheet change in cash, including: 2632 139 2632 139
change in cash due to exchange differences - - - -
Cash opening balance 2691 78 58 2552
Closing balance of cash (F+/-D), including: 7 7 2691 2691
of limited disposability 31 31 23 23




LSI Software S.A.

Unitary Listing of eguity changes on 31.12.2008

2008-07-01 to

Specification 2008-12-31 2008-09-30 2008-09-30 2007-12-31 2007-09-30
. |Opening balance of equity 15793 17 853 15793 4402 4402
- adjustments of fundamental errors - - - - -
l.a. |Opening balance of equity after adjustments 15793 17 853 15793 4402 4402
1 |Opening balance of share capital 3067 3261 3067 2067 2067
1.1. [Changes in share capital 194 - 194 1000 1000
a [increase (due to) 194 - 194 1000 1000
- issuance of shares 194 - 194 1000 1000
b [decrease (due to) - - - - -
- |redemption of shares - - - - -
1.2. |Closing balance of share capital 3261 3261 3261 3067 3067
2 |Opening balance of called up share capital - - - - -
2.1. |Changes in called up share capital - - - - -
a |increase (due to) - - - - -
b |decrease (due to) - - - - -
2.2. [Closing balance of called up share capital - - - - -
3 |Opening balance of own shares - - - - -
a |increase - - - - -
b |decrease - - - - -
3.1. |Closing balance of own shares - - - - -
4 |Opening balance of supplementary capital 11 886 14 592 11886 1752 1752
4.1. |Changes in supplementary capital 2706 - 2706 10134 10 077
increase (due to) 2746 - 2746 10583 10583
issue of shares above face value 1906 - 1906 10 000 10 000
- |from profit distribution (statutory) 840 - 840 - -
- |from profit distribution (above the statutory minimum value) - - - 583 583
- |from revaluation of fixed assets - - - - -
b |decrease (due to) 40 - 40 449 506
- |loss coverage joint stock company - - - - -
- |expenses of organizing - - - - -
expenses of tax on civil law transactions - - - - -
expenses of emission 40 - 40 449 506
4.2. |Closing balance of supplementary capital 14 592 14 592 14 592 11 886 11829
5 [Opening balance of revaluation reserve - - - - -
5.1. [Changes in revaluation reserve - - - - -
a |increase (due to) - - - - -
corrects revaluating adjustments - - - - -
b [decrease (due to) - - - - -
- |sales of tangible fixed assets - - - - -
5.2. |Closing balance of revaluation reserve - - - - -
6  |Opening balance of other reserve capitals - - - - -
6.1. |Changes in other reserve capitals - - - - -
a |increase (due to) - - - - -
b |decrease (due to) - - - - -
6.2. [Closing balance of other reserve capitals - - - - -
7  |Opening balance of previous years' profit (loss) 840 - 840 583 583
7.1. |Opening balance of previous years' profit 840 - 840 583 583
adjustments of fundamental errors - - - - -
7.2. |Opening balance of previous years' profit, after adjustments 840 - 840 583 583
a |increase (due to) - - - - -
b |decrease (due to) 840 - 840 583 583
- |distribution of profit (for supplementary capital) 840 - 840 583 583
disbursement of dividend - - - - -
7.3. [Closing balance of previous years' profit - - - - -
7.4. |Opening balance of previous years' loss (-) - - - 47 -
- |adjustments of fundamental errors - - - - -
7.5 |Opening balance of previous years' loss, after adjustments - - - 47 -
a |increase (due to) - - - - -
- previous years( loss brought forward - - - - -
- depreciation of previous years' development expenses - - - - -
correction of 2004 year expenses - - - - -
b [decrease (due to) - - - 47 -
- |distribution of 2006 year profits - - - 47 -
7.6. |Closing balance of previous years' loss - - - - -
7.7. [Closing balance of previous years' profit (loss) - - - - -
8 [Netresult - 3357 151 661 840 556
a  [net profit - 151 661 840 556
b |netloss - 3599 - - - N
¢ [|write-offs on profit 241 - - - -
Il [Closing balance of equity 14 496 18 004 18 514 15793 15 452
Il |Equity including proposed profit distribution (I 0ss coverage)
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ADDITIONAL INFORMATION
ON THE FOURTH QUARTER OF 2008

1. Additional information to consolidated financial statement on
the fourth quarter of 2008
1. Principles assumed for drawing up financial statement

Consolidated financial statement on the fourth quarter of 2008 has
been drawn up according to the regulations of IFRS (International
Financial Reporting Standards). The statement also takes into account
the regulations of the Ministry Cabinet of October 19, 2005 on current
and periodic information passed on by issuers.

Data has been prepared with the use of valuation of assets and
liabilities principle as well as a measurement of net financial gain on the
balance sheet day December 31, 2008. Assumed accounting principles
have been continually applied to each of the presented accounting
periods. Consolidation of the report on the fourth quarter of 2008 has
been prepared by means of full consolidation with the use of
consolidation adjustment. The consolidated financial statement has been
drawn up in PLN and rounded up to thousands.

Description of the applied accounting principles.
Consolidation

LS| Software Capital Group is comprised of a dominant company
LS| Software PLC, a subsidiary Softech Ltd and Horeca Online Ltd.
The Group has the ability to control the financial and operational policies
of these companies through capital and personnel connections. The
subsidiary Softech Ltd has been subjected to full consolidation since
the Group took over the company. The consolidation stops with
termination of the control. Horeca Online Ltd has not been included in
the consolidated financial statement due to its minor significance. The
cost of the takeover has been assumed as a fair value of transferred
assets, issued capital instruments and obligations assumed or seized at
the moment of exchange , increased by costs directly connected with
the takeover. Excess in the takeover costs over the fair value of seized
net assets constitutes the value of the company. Decrease in value of
the company is included in cost weight of the Group. If the cost of a
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takeover is lower than the fair value of net assets, then the difference is
included directly in profit and loss statement.

Transactions, settlements and unachieved profit/loss of
transactions between companies of the Group are eliminated with the
use of the rule of significance. All companies of the Group apply uniform
accounting principles. In the case of differences in accounting principles
in particular companies included into consolidation the Group applies
consolidation adjustments, which lead to unification in evaluation of
assets and liabilities as well as estimation of financial outcome.

Fixed assets

Fixed assets include buildings and structures , investments in
buildings which do not belong to the Group, machines and devices,
computer equipment, means of transport and other fixed assets.
Buildings and structures (except for investments in buildings which do
not belong to the Group) after initial estimation of their fair value
(valuation on January 1, 2006 by real estate appraisers) are shown at
historical cost, which constitutes the equivalence of the assumed cost
minus accumulated depreciation.

Fixed assets have been shown according to their historical cost of
purchase or cost of production after deduction of accumulated
depreciation. According to the Group balance sheet value of factual
components of durable property does not deviate from their fair value.
Latter disbursement is included in balance sheet value of a particular
fixed asset or shown as a separate fixed asset in the case of significant
differences in periods of economic utility of separated parts of the fixed
asset. All remaining expenditures on repair and maintenance are
included in profit and loss statement. Fixed assets are depreciated with
the use of straight-line depreciation method starting with the month
following the month in which they were introduced for exploitation, in the
period adequate to the assumed period of economic utility.

Intangible assets

Intangible assets include purchased property rights and finished
developmental work used by a company. Other intangible assets are
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estimated according to their historical cost of purchase after deduction
of accumulated depreciation because according to the Group their

balance sheet value does not differ from their fair value. Intangible
assets are depreciated with the use of the straight-line depreciation
method in the period of the assumed economic utility.

Leasing

Financial leasing agreements are activated on the day of leasing
start in the fair value of the leasing object or in the amount equal with
current minimal leasing cost if it is lower than its fair value. Latter
estimation is done on the basis of the current value of future minimal
leasing payments.

Depreciation of the object of leasing starts with the month following
the purchase, during the period of leasing or estimated period of
utilisation if it is shorter than in the agreement.

Investments

In the individual report of the holding company, shares in subsidiary
companies are shown at their historical cost adjusted with a write-off
connected with the loss in value of assets.

Exchange differences

Domestic financial means are shown in par value. Monetary entries
in foreign currency are converted with the use of closing rate. Non-cash
entries estimated according to the historical cost expressed in foreign
currency are converted with the use of foreign exchange rate from the
day of transaction. Non-cash entries estimated in their fair value
expressed in foreign currency are converted with the use of foreign
exchange rate from the day when the fair value was estimated.
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Motivational programme

At a general meeting which took place on August 24, 2008 LSI
Software PLC passed a resolution on shift in a date of awarding
subscription warranties for the next years.

Stock- Trade goods

The warehouse receives trade goods at historical cost. Estimation
of a disbursement is done according to the rule “ first in-first out”, which
complies with records in accounting policy. State of the warehouse at
the end of the year is estimated in historical value (doing the stock).

Active debts

Estimation of active debts as for a balance sheet date is done in
fair value of payment after diminishing by inventory write-down. Inventory
write-downs are also prepared for overdue and not overdue receivables
with significant possibility of irrecoverability in the amount of credibly
estimated write-down sum. The write-downs are included in other
operating costs or financial costs depending on kinds of economic
operations which led to receivables.

Inter-periodic settlement

Virtual inter-periodic settlement of costs (deferred
expenditure/prepaid expenses)

They especially include:
- Property insurance

- Assets from deferred income tax
- Other costs connected with the following reporting period
(subscriptions, prepayments etc.)
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Capitals

Share capital of the Group is the share capital of LSI Software
PLC and is shown in nominal value.

Supplementary capital is built up from income division and the
surplus of issue value of shares above their par value after revaluation
to hyperinflation conditions.

Profit (loss) from previous years

Last years’ outcome includes retained profit (unreimbursed loss)
from previous years , possible results of basic mistakes, value of
revaluation of assets (including deferred tax)and funds.

Reserves for indebtedness

Reserves are created when companies of the group are burdened
with obligations (legal or commonly awaited)resulting from past events
and when there is a possibility that fulfilling these obligations will cause a
decrease in financial means, with which economic gain is connected
and it is possible to credibly estimate the sum of the obligation. If the
influence of time value of money is significant (fringe benefits), the
amount of the reserve is determined by discounting predicted future
cash flow to present value with the use of gross discount rate, which
reflects current market time value of money and potential risk connected
with the obligation.

Reserves for fringe benefits (retirement bonuses and long-service
bonuses ) are included in costs of operating activities. Other reserves are
included into remaining operating costs or financial costs depending on
circumstances of an obligation.

Payables

Payables (except for financial liabilities)are estimated on a
balance sheet date in their fair value of a due payment. Financial lease
liabilities are estimated in present value of future minimal leasing
payments.
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Income

Income comprises takings of economic gains from a given period
(without VAT)which remain as a result of (common)business activity of
the Group bringing effect by increasing equity capital in other way than
by payments of shareholders.

Goods and products sale

The amount of income resulting from transactions is estimated
according to the fair value of payment with discounts. Income is included
if the significant risk and gains resulting from property right to goods and
products has been passed on to a purchaser and when an income sum
can be estimated in a credible way.

Supply of services

Transaction income as for a balance sheet date is included on the
basis of transaction fulfilment degree.

Expenses

Bill of expenditures is carried by classification of expenses. The
cost of sold products, services, goods and materials includes direct costs
and justified part of indirect expenses (excluding turnover of the Group)
Expenses are accounted for on monthly basis.

The following factors influence the financial outcome of the Group:

- Other revenue and operating costs directly connected with activity

of companies in the scope of :profit and loss from disposal of non-
financial fixed assets, updating estimation of non-financial assets,
creating and disbursing reserves for future risk, fines and
compensations, donations, profit and loss extraordinarily made as
a result of unpredictable events unrelated to the general risk of
running a business.
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- Revenue and financial costs from dividends, interests, exchange
differences, updating the value of investments, profit and loss from
investments.

Tax liability

Gross financial result is corrected by:
- Current obligations due to corporate income tax

- Assets and reserves due to deferred income tax

Deferred income tax is built up for temporary differences between
value of assets and liabilities shown in accounting books and their fiscal
value possible for deduction in the future. Assets due to deferred tax are
estimated with the use of conservative accounting i.e. excluding assets
which are improbable to achieve.

No later than balance sheet date, validation of reserves and assets
due to deferred tax included in accounting books is carried out. Assets
due to deferred income tax are included in long-term inter-periodic
balance sheet settlement and reserves for deferred tax are included in
reserves for obligations. Assets and reserves due to deferred tax
referring to capital entries settlement are included in current period
outcome.

Cash flow statement

The Group creates cash flow statement with the use of the indirect
method.

Earnings per one share

Basic profit per one share is calculated by means of dividing net
profit from the reporting period falling to shareholders of a dominant
company into average weighted amount of issued shares.
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2. Description of significant achievements and failures during
the reporting period including crucial events connected with
them.

- During the Hotel-Invest 2008 fair ( October 16-18,2008) LSI
Software was awarded a Golden Medal of Poznan International
Fair. The product which received this honourable and prestigious
award is the INTELIGENT HOTEL- the system and IT environment for
hotels. Itis  the second Golden Medal of Poznan International Fair,
the first one LSI Software was awarded for the Positive Retalil
product- managing system for sales chains.

Complex IT solution for hotels THE INTELIGENT HOTEL

integrates technologically advanced IT solutions- software, hotel

automatics and marketing.

The system includes:

- Software for hotel management

- Software for hotel restaurant and catering management

- Software for SPA, sports and recreation facilities.

- Computer equipment- POS terminals together with peripheral
devices(readers, display units and identifiers)

- Wireless paging systems

- Gastronomic production support- kitchen screens system, voucher
printer

- ldentification and hotel automatics systems

- Monitoring system

- System of electronic inventory

- System of multimedia presentation, electronic menu and
information stands.

- System of mobile contact with customers and public opinion poll-
electronic surveys.

Great advantage of THE INTELIGENT HOTEL is its configuration
flexibility and scalability. This means that individual elements of the
solution can operate together or separately and they can be used in
hotels with different range of activities. The software for hotel
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management is a part of ERP class system manufactured by LSI
Software.

On October 24, 2008 LS| Software signed an agreement with
Pijalnie Czekolady Ltd — head office in Cracow.

The agreement concerns the purchase of Positive Hospitality
software licence, Bastion ERP together with implementation services ,
maintenance and the purchase of computer equipment indispensible for
project implementation. The project starts upon signing the agreement.

On November 5-7, 2008 LSI Software was an exhibitor at
International Fair of Hotel Equipment WorldHotel in Warsaw.

Visitors were able to compare products and services for
accommodation sector and familiarize themselves with market novelties
and brand new trends in accommodation industry. The Fair is under the
auspices of the Ministry of Economy.

On November 19-21, 2008 LSI Software was an exhibitor at the
16" International Fair of Hotel equipment HORECA 2008 in Cracow. LSI
Software was awarded a Principal Prix.

Further detailed information has been included in Polish version of this
Sstatement.

3.A description of factors and events influencing
financial outcome.

Capital Group LSI Software in the fourth quarter of 2008 earned sales
revenues in the amount of PLN 4 374 000. Income of the company for
the entire year to date period totals PLN 15 880 thousand and the loss
PLN (2 498) thousand. There has been an increase in the structure of
iIncome due to the sale of licences and services by 34% and the increase
In income due to the sale of goods and materials by over 13%.
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Basic scope of GK LSI Software activities did not undergo any changes
and it concentrates on the production, sales and implementation of the
authorial software. Integrated IT solutions for enterprise management are
delivered to customers ( especially in the sector of small and medium-
sized companies)from retail sector, hospitality sector (gastronomy,
hotels, sports and SPA)and other ERP sectors. Due to the purchase of
Softech Ltd there has been an increase in sale of solutions for hospitality
sector.

4. Explanation regarding issuer’s activity on seaso nal or cyclical
basis.

Activities of the Capital Group do not show any signs of seasonality or
cyclicality.

5. Information on issuing, redemption and reimburse ment of
debt and capital securities.

In the fourth quarter of 2008 there was no issuing, redemption and
reimbursement of debt and capital securities.

6. Information on a paid out (declared) dividend.

In the fourth quarter of 2008 the company did not pay out any
dividend to the shareholders.

Further detailed information has been included in Polish version of this
statement.
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