Netia's report with regard to the corporate governance rules adopted by the WSE

Pursuant to 829, section 5 of the Rules of the WaiStock Exchange adopted on the basis of
the resolution No. 13/1171/2007 of the Superviddoard of the Warsaw Stock Exchange
dated 4 July 2007, the Management Board of Netig,SAtia” or the ,Company”) hereby
presents the following report on the Company’s danpe with the corporate governance
rules in 2010 as presented in the document entfif@mtle of Best Practice for WSE Listed
Companies” which is the appendix to Resolution N&1170/2007 of the WSE Supervisory
Board dated 4 July 2007, as amended by ResolutmnlR1249/2010 dated May 19, 2010.
The below report was published on February 22, 201 Netia’'s corporate governance
report (EBI system).

a) The Management Board of the Company representhat in 2010 the Company in
principal complied with the corporate governance rdes stated in the document entitled
“Code of Best Practice for WSE Listed Companies”.The Management Board of the
Company withheld its declaration published in therent repost dated 28 February 2008
since the “Code of Best Practice for WSE Listed @anmes” became effective on 1 January
2008, that it appreciates the importance of comgogovernance rules provided in that
document and the role played by those rules inmeihg the transparency of stock exchange
listed companies, and it has exercised duly diligefforts that those rules be observed in
Netia to the greatest extent possible. With therkegion of the explanations presented above
in this point a), according to the Management Bsabest knowledge none of the rules stated
in the “Code of Best Practice for WSE Listed Compahwas breached by the Company
during 2010. All rules were applied by the Compacygording to the wording presented in
the above mentioned document.

With respect to the recommendation on the remuioergtolicy defined in section | of the
“Code of Best Practice for WSE Listed Companielsg Management Board of the Company
informs that remuneration in the Company, excepttie remuneration of the Management
and Supervisory Board members, is established dicgprto Rules of Remuneration,
Remuneration Policy and payment grid indicatinguearation limits for certain grades.

Remuneration and other employment conditions feheaember of the Management Board
are adopted individually by the Supervisory Boaasddl on the recommendations of the
Supervisory Board Nomination and Remuneration Cdiemi The Supervisory Board also
adopts targets and bonus criteria for the ManageBeard members for the given financial
year as well as approves performance of the tagggtdonus payments for the Management
Board for the past financial year.

The principles of the Supervisory Board remuneratere described in the Rules of
Remunerating of the Supervisor Board which wereptatb by the General Shareholders’
Meeting.

According to the Stock Option Plan adopted by thpeBvisory Board in 2003 based on the
resolution of the General Shareholders’ meeting, Ntanagement Board members and key
employees were granted options authorizing theactmire shares in the Company. On May
26, 2010 the Annual Shareholders’ Meeting adopeslution describing general rules of

granting options for Company’s shares to, amongrsthManagement Board members,
employees and collaborators of the Company. TheefaéShareholders’ Meeting authorized

the Supervisory Board to establish terms and cmmditof the stock option plan.



The remuneration of the Management and SuperviBagrd members, as well as other
provisions granted to such persons in the giveaniial year are described in the financial
statement for such year.

The Management Board represents that the Compang transparent remuneration policy.

In reference to the recommendation on a balancegoption of women and men in
management and supervisory functions, the ManageBward of the Company emphasizes
that knowledge, experience, competences and skitessary to perform a certain functions
within the Company are the crucial criteria for appment of the Supervisory and
Management Board members. Following the criteriscdbed above helps to appoint such
members who are able to ensure an effective fumaipof the Company as well as execution
of its targets, strategy and business plan.

b) Description of the operation of the General Shagholders’ Meeting and its
fundamental authorities, and shareholders’ rights ad ways in which they are exercised.

Netia’s General Shareholders’ Meeting*GSM”) operates on the basis of the Commercial
Companies Code and Netia’s statute. Unless the Gawoiah Companies Code or the Statue
provide otherwise, the resolutions of the GSM alepéed by absolute majority of votes cast
with abstentions counted as votes cast.
Pursuant to the Statute of the Company, resolutmmsa Company merger, Company
dissolution or transfer of the Company’s enterpas@ material part thereof are adopted by a
3/4 majority of the votes cast. Resolutions on didlwing the Company’s shares from public
trading, or on de-listing the Company’s shares fithh Warsaw Stock Exchange, or on a
merger having the same effects, are adopted by andjority of the votes cast with those
voting representing at least %2 of the Company’'sesieapital. Resolutions of the GSM are
required in matters provided for in the Commercmpanies Code, and in particular
regarding decisions on the division and distributad profit of the Company. No approval of
the GSM is required for the purchase or sale ofotueership or the perpetual usufruct right
to real estate or any share in such rights, irespeof the value of such transaction.

According to the Company's statutes the Managentwdérd submits proposed GSM
resolutions for a prior opinion of the Supervis@ygard of the Company not later than ten
days prior to the scheduled date of the GSM. Howeveractice GSM draft resolutions are
presented to the Supervisory Board in the earbemtin order to obtain the Supervisory
Board’s opinion prior to publishing them on the Gmany’'s corporate website. If the
Supervisory Board fails to give its opinion on grgposed resolution at least one day before
the scheduled date of the GSM, the Supervisory Baardeemed to have not given its
opinion. A negative opinion or the lack of an opmiof the Supervisory Board does not
hinder the adoption of such resolution by the GSM.

The Shareholders may participate in the GSM andceseetheir right to vote in person or by
proxies. The Statute of the Company provides thaiGSM may adopt By-Laws of the GSM
to specify the rules governing the operation thereo

In 2010 the GSM of the Company was held twice. &checase the GSM was on-line
broadcasted over the Internet, recorded and pw@alish the Company’s website. Both GSMs
were convened by an announcements on the Compaeysite and current reports, powers
of attorney could be made by writing or grantecce@ically, members of the Management
Board of the Company and the Company’s employeeddcact as proxies at the GSM.
Shareholders could participate in both GSMs viated@ic communications means according



to the detailed rules of such manner of Sharehgdeticipation in the GSM determined by
the Management Board. According to the Companyuftasave for one thousand ordinary
registered series A shares and one thousand mefesygistered series Al shares, the
Company’s share capital consists of ordinary bealares. The holders of the preferred
registered series Al shares appoint and dismissrameber of the Company’s Supervisory
Board. The transfer of any preferred registeretesekl shares shall result in the loss of the
above referenced preferences. Exchange of regissenges Al shares into bearer shares is
inadmissible. The rights of Company shareholderduding minority shareholder rights are
exercised within the scope and in the manner whiomplies with the Commercial
Companies Code.

c) Composition of and rules of operation of the mamgement and supervisory authorities
of the Company and the committees thereof.

1. The Company'$lanagement Boardacts on the basis of the Commercial Companies Code
and the Company Statute. Pursuant to the Compaiyt&t the Management Board consists
of up to ten members, and the number of such mambeestablished by the Supervisory
Board. As of the end of 2010 financial year the @any’s Management Board consisted of:
Mirostaw Godlewski — President of the Managemerdirdq Jonathan Eastick, Grzegorz Esz,
Piotr Nesterowicz and Tom Ruhan. In 2010 there werehanges in the composition of the
Management Board. The Management Board memberapg@nted and dismissed by the
Supervisory Board for a term of office of five yeafhe Supervisory Board establishes and
changes the remuneration, and defines the ternesnpfoyment of the Management Board
members, and it establishes and changes the imeeplans for the Management Board
members. According to the Company Statute, the lgam&nt Board manages the activities
of the Company, adopts resolutions necessary fdonpeance of tasks and represents the
Company before courts, authorities, offices anditparties. The Management Board handles
the matters, which are not within the exclusive petance of the General Shareholders’
Meeting or the Supervisory Board. Resolutions @f fhanagement Board are adopted by a
simple majority of votes. Two members of the Mamaget Board acting together or one
member of the Management Board acting together aittommercial proxy (prokurent) or
two commercial proxies acting together are autledri® make declarations on behalf of the
Company. The Supervisory Board may specify thesrgeverning the operation of the
Management Board in the By-laws of the Managemeotr® The meetings of the
Management Board are held regularly, almost evesgkw

2. The Company'Supervisory Boardacts on the basis of the Commercial Companies Code
the Company Statute, and the By-laws of the Superyi Board of Netia SA. The
Supervisory Board consists of up to nine membermsmbers of the Supervisory Board are
appointed and dismissed by the General Shareholdiersting for a term of office of five
years, provided that one member of the SuperviBoard is appointed and dismissed by the
holders of series Al shares. As at the end of Ziidhcial year the Supervisory Board
consists of : Ben Duster — Chairperson, George igra Vice-Chairperson, Stan Abbeloos,
Raimondo Eggink, Jerome de Vitry, Nicolas MaguinweE Pawluczuk and Tadeusz
Radzimiski. In 2010 one change in the composition of theedvisory Board took place:
Piotr Zochowski resigned on 7 May effective as of 25 M@g@ The Chairperson and the
Vice-Chairperson of the Supervisory Board are ebkdby the Supervisory Board from
amongst the members of the Supervisory Board.



TheVice-Chairpersorof the Supervisory Board performs the functionshef Chairperson of
the Supervisory Board set forth in the Statutehef Company in case the mandate of the
Chairperson of the Supervisory Board expires for m@ason until a new Chairperson of the
Supervisory Board is elected, as well as duringr tileess or when they are temporarily
unable to fulfil their duties. Th€hairpersonhas the casting vote in the event of a deadlock
among the members of the Supervisory Board. Intiaagithe Chairperson has the right to
call and preside over meetings of the Supervisagr® and other procedural rights normally
associated with such office.

According to the Company Statute at all times asiéwo Supervisory Board members shall
be independent members. In 2010 the SupervisorydBsetisfied the criteria of the number
of independent members as stated by the Compartgiat& the “Code of Best Practice for
WSE Listed Companies” and the Act on Auditors. Tiembers of the Supervisory Board are
remunerated for serving as Supervisory Board mesnberaccordance with the Rules of
Remunerating Supervisory Board Members adoptetidyseneral Shareholders’ Meeting.

The powers of the Supervisory Board include gensuglervision of the activities of the
Company. Resolutions of the Supervisory Board ageiired in matters provided for in the
Commercial Companies Code and 816.3 of the Compatayute. Save as prescribed
otherwise in the Company Statute all resolutionthefSupervisory Board are adopted by an
absolute majority of votes cast in favour of suelotution (abstentions being counted as
votes cast). Resolutions of the Supervisory Boaedbaly valid if a quorum is present at such
meeting. The quorum consists of a majority of tb&lt number of Supervisory Board
members. According to the Statute the MeetingshefSupervisory Board are convened at
least once every quarter. The Chairperson alsoezws/meetings of the Supervisory Board at
the written request of the Management Board of @mmpany or any member of the
Supervisory Board. In 2010 the Supervisory Boald Bemeetings.

3. The Supervisory Board has three standing comestt the Audit Committee,
Nominations and Remuneration Committee and Capex Guomittee. The Committee
members are elected by the Supervisory Board frorang its members. As at the end of
2009 financial year the membership of the comnmstieas follows:

e Audit Committee: Raimondo Eggink, Tadeusz Radiski and Ewa Pawluczuk
(appointed to the Committee on May 26, 2010);

* Nominations and Remuneration Committee: Jeroe¥/itty, Raimondo Eggink and Ewa
Pawluczuk;

» Capex Committee: Stan Abbelooos. George Karaplisolas Magiun and Jerome de
Vitry.

The duties of theAudit Committee include advising the Supervisory Board on issues o
proper implementation of the budget and finanoggdorting standards and internal audit of
the Company and the capital group (as defined énAbcounting Act dated 29 September
1994, as amended), proceeding with the overallcamnaprehensive review of the Company’s
annual and periodic financial statements, both nsalidated and consolidated, analysing the
Company’s authorised auditor’s letters to the Mamagnt Board, monitoring the integrity of

the financial information provided by the Compangpperation with external and internal

auditors of the Company, as well as with the Corgjgadepartments responsible for audit



and checking, reviewed internal control and risknagement systems. The Audit Committee
meetings are held at least once every quarter poicdhe Company’s publication of the
financial statements.

The duties of thé&lominations and Remuneration Committeds to support the Company’s

achievement of its strategic objectives by presgniie Supervisory Board with opinions and
motions related to the shaping of the managemeanttste, including on organisation

solutions, the remuneration system and selectiorpestonnel having the qualifications
required to ensure success of the Company.

The duties of theCapex Committeeare, among others, monitoring key drivers of @pit
investment spendings within the Netia group in ortie be able to properly advise the
Supervisory Board on capital investments, revievwMfgnagement’s proposals for the annual
capital investment budget and monitoring progreassimplementation of such budget.
The principles, scope and methods of operatiorhefSupervisory Board Committees have
been regulated in detail in the By-laws of the Suisery Board of Netia SA.

d) Description of the basic characteristics of theénternal control and risk management
systems applied by the Company in the preparationfats financial statements.

The Management Board of the Company is responfiblthe internal control system at the

Company and for the effectiveness thereof in thecgss of preparing financial statements
and interim reports which are made and publishedhiey Company. Therefore the Netia

Group has implemented controls to ensure that Giaameporting is reliable. Those controls

are tested and assessed on effectiveness by interia finance department managers and
external auditors.

The financial department headed by the Chief FiiehnOfficer — Management Board
member, is responsible for the preparation of thanicial statements and interim reports of
the Company.

The financial data which is the basis for the fitiahstatements and interim reports are taken
from the Company’'s monthly financial and managenrepbrting. Once the accounts for
each calendar month are closed the mid level amibrsenanagement at the financial
department headed by the Chief Financial OfficeManagement Board member jointly
analyse the financial results of the Company aspeawed to the assumptions made in the
budget. All identified errors are corrected in tl®mpany's books without delay in
accordance with the accounting policy adopted lgy@ompany. The Company applies the
rule of independent review of the published finahceports whether or not such review or
audit is required by law.

The quarterly reports, interim statements and firrdata which is the basis of the reports
are reviewed by the Company auditor. The reviewieppn particular to the adequacy of
financial data and the scope of the required dsscles. The results of the quarterly review or
audit are presented by the auditor to the manageofieghe Company financial department at
summary meetings and to the Audit Committee. Affiter review or audit is completed, the
financial statements and interim reports are dedg@¢o the members of the Company’s Audit
Committee. Moreover, prior to the Management Baam@pproval of the interim financial
statements for publication, the Chief Financiali€f — Management Board member presents
the Audit Committee with important aspects of a rtprdy/annual financial statement,



particularly with changes in the accounting pritegp if any, important revaluations or
accounting opinions, material disclosures and lassintransactions. The interim financial
statements are approved for publication after aacep by the Audit Committee. Moreover,
the auditors present the Audit Committee with infation on any shortcomings of the control
mechanisms which they established in the coursauditing the financial statements. Any
recommendations made after a review of risk managéermrocedures and internal control
mechanisms are gradually implemented.



