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Selected financial data

Revenues from sales and profit expressed in PLNstatdment of cash flows are translated into EURDea
exchange rate set as the arithmetic mean of averagenge rates announced by the Chairman of ttierda
Bank of Poland on the last day of each month anoluairto:

» For three quarters of 2016 - 4.3688 PLN/EUR

» For three quarters of 2015 - 4.1585 PLN/EUR

The data disclosed in the balance sheet are ttadsdhthe average exchange rate announced byh#ietan
of the National Bank of Poland as at the dateradrftial statements, which as at balance-sheetdatanted
to:
> 4.3120 PLN/EUR
» 4.2615 PLN/EUR

as at 30 September 2016
as at 31 December 2015

Selected financial data of PROCHEM S.A. Capital Gup

Reporting period ended Reporting period ended
30 September 30 September

Description 2016 2015 2016 2015
In PLN thousands In EUR thousands

Consolidated profit and loss account

Revenues from sales 127 900 173 337 29 276 41 683
Gross profit on sales -10 993 17 263 -2 516 4151
Results from operating activities -22 250 5157 -5 093 1240
Before tax profit -24 167 4 666 -5532 1122
Profit for the period assigned to: -21102 2943 -4 830 708
Shareholders of Parent Entity -21 172 3210 -4 846 772
Non-controlling interest 70 -267 16 -64
Profit/(Loss)/diluted profit (loss) per one shaire

PLN/E(URO)) - assigﬁed to( sha)repholders of parfent aoyp 44 0.82 -1.24 020
Consolidated statement of cash flows

Net cash provided by (used in) operating activities -11 376 -3635 -2 604 -874
Net cash provided by (used in) investing activities 3727 16 622 853 3997
Net cash provided by (used in) financing activities -11 222 -4 085 -2 569 -982
Total cash flows, net -18 871 8 902 -4 320 2141

As at As at

L. 30 September 31 December 30 September
Description 2016 2015 2016

In PLN thousands In EURO thousands

31 December 2015

Consolidated statement of financial position

Total assets 164 494 214 436 38148 50 319
Total non-current assets 84 214 81 783 19 530 19191
Total current assets 80 280 132 653 18 618 31128
Equity attributable to owners of parent company 560 116 357 21 004 27 304
Non-controlling interest 6 451 8 738 1496 2 050
Total equity 97 020 125 095 22 500 29 355
Total non-current liabilities 4 485 5153 1040 1209
Total current liabilities 67 474 84 188 15 648 19 755
e g ere (MPLNEVROG™! 55 e sm 7o
Weighted average number of shares (units) 389500 3895000 3 895 000 3895 000
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

Selected financial data of PROCHEM S.A.

Description

Reporting period
ended 30 September

Reporting period
ended 30 September

2016 2015

2016 2015

In PLN thousands

In EURO thousands

Unconsolidated profit and loss account
Revenues from sales

Gross (loss)/profit on sales

Results from operating activities
Before tax profit

Profit for the period

Net(loss)/profit/diluted profit per one share (in
PLN/EURO)

Statement of cash flows

Net cash provided by (used in) operating activities
Net cash provided by (used in) investing activities
Net cash provided by (used in) financing activities

Total cash flows, net

91 824 141 872 21018 34116
-16 645 12918 -3810 3106
-23 250 5710 -5 322 1373
-24 458 6 704 -5 598 1612
-21 225 5277 -4 858 1269

-5.45 1.35 -1.25 0.33

-11 375 925 -2 604 222

-629 8196 -144 1971

-3512 -2 626 -804 -631

-15 516 6 495 -3 552 1562
As at
30 September 2016 31 December 2015 30 September 2016 Szl()'igcembe

In PLN thousands

In EURO thousands

Unconsolidated statement of financial position

Total assets 112 376 157 200 26 061 36 888
Total non-current assets 58 786 55088 13 633 12 927
Total current assets 53 590 102 112 12 428 23962
Total equity 55 861 83 275 12 955 19 541
Total non-current liabilities 7677 729 1780 171
Total current liabilities 48 838 73196 11 326 17 716
ECL)&I;E\/Sgg)per one ordinary share (in 14.34 2138 333 502
Weighted average number of shares (units) 38050 3895 000 3895 000 3895 000
PROCHEM S.A. Capital Group
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

Statement of the Management Board

Statement of the Management Board on the reliabilit of interim condensed consolidated financial
statements

In compliance with the requirements of the Regafatf the Minister of Finance dated 19 February®00
concerning current and interim information subndittey issuers of securities and the conditions for
recognition as equivalent information requiredthy law of a non—Member State (Journal of Laws No
33, item 259, as amended), the Management BoadPRGICHEM S.A. declares hereby that according to
their best knowledge:

- interim condensed condensed financial statemehttROCHEM S.A Capital Group and separate
financial statements for nine months of 2016 andngarable data were prepared according to
International Accounting Standard 34 ,Interim Fingh Reporting”, which was adopted by European
Union and reflects in true, fair and clear wayfiitsncial position and its financial performance.

Vice President Vice Rdest Presidentted Management Board
Krzysztof Marczak Marek Kiergzn JarostaweBhiewski

Warsaw, 14 November 2016
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS OF PROCHEM S.A. CAPITAL GROUP

As at and for the period of nine months ended
30 September 2016
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the

period of nine months ended 30 September 2016

Consolidated statement of financial position

(all amounts in PLN thousands if not stated othsevi

Note No. As at As at
30 September 2016 31 December 2015
Assets (urllder.
examination)
Non-current assets
Property, plant and equipment 1 23418 23814
Intangible assets 414 508
Investment properties 2 11 960 11 960
Shares 830 830
Shares valued using the equity method 3 &28 3 24 000
Deferred tax assets 5994 2716
Other financial assets 5 18 238 17 955
Total non-current assets 84 214 81783
Current assets
Inventories 6 5197 7071
Trade and other receivables 7 58 089 83991
Other financial assets 8 198 2799
Other assets 9 12 072 15197
Cash and cash equivalents 4724 23595
Total current assets 80 280 132 653
Total assets 164 494 214 436
Equity and liabilties
Equity
Share capital 10 3895 3895
Revaluation reserve 12 153 11584
Retained earnings 74 521 100 878
Equity assigned to shareholders of parent entity 9669 116 357
Non-controlling interest 6 451 8 738
Total equity 97 020 125 095
Non-current liabilities
Non-current loans 11 134 -
Provision for deferred income tax 4 2 236 2883
Provision for retirement and similar benefits 1826 1854
Other non-current liabilities 289 416
Total non-current liabilities 4 485 5153
Current liabilities
Bank loans 11 7 448 11772
Trade payables 12 45 929 51451
Liabilities under current income tax 20 1447
Other liabilities 14 5479 8 142
Deferred income 13 4113 11 376
Total current liabilities 62989 84 188
Total liabilities 67 474 89 341
Total equity and liabilities 164 494 214 436
Weighted average number of ordinary shares (units) 3895 000 3895 000
Book value per one share (in PLN)-assigned to sloédels of Parent Entity 2325 29.87

Explanatory notes to interim condensed consolidfitedhcial statements are an integral part thereof.
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

Consolidated profit and loss account
(all amounts in PLN thousands if not stated othsevi

Period ended

o 30 SeF;)TQ%%SP 3826 30 Se'otezrg?gr
Revenues from sale, including: 127 900 173 337
Revenues from sale of services 15 122 760 169 897
Revenues from sale of goods and materials 405 1 3440
Cost of sales, including: -138 893 -156 074
Cost of services sold 16 -134 473 -153 219
Cost of merchandise and materials sold a 42 -2 855
Gross profit/(loss) on sales -10 993 17 263
General and administrative expenses 16 -12 025 -10 929
Other operating income 17 989 402
Other operating expenses 18 -221 -1579
Results from operating activities -22 250 5157
Financial income 19 546 788
Gain on disposal of shares in subsidiaries - 190
Finance costs 20 -1823 -1 186
Profit sharing in entities valued using the equitgthod -640 -283
Before tax profit -24 167 4 666
Income tax -3 065 1723
- current tax 861 1994
- deferred tax -3 926 -271
Profit for the period -21 102 2943
Profit for the period assigned to :
Shareholders of Parent Entity -21172 3210
Non-controlling interest 70 -267
Profit/diluted profit per one ordinary share (inN¥Pper one share) assigned to
owners of Parent Entity -5>44 0.82
Consolidated statement of comprehensive income
Profit for the period -21102 2943
Other comprehensive income (net): 4 -245
Other comprehensive income that will be reclassiftedprofit or loss: 4 -245
Foreign exchange differences from the translatfah® entity operating 4 245
abroad
Total comprehensive income -21 098 2 698
Total comprehensive income assigned to:
Shareholders of Parent Entity -21 168 2965
Non-controlling interest 70 -267
Weighted average number of ordinary shares (units) 3895 001 3895 00
Total comprehensive income per one ordinary sharBl(N per one share) 543 0.76

assigned to owners of Parent Entity

Explanatory notes to interim condensed consolidfitedhcial statements are an integral part thereof.

PROCHEM S.A. Capital Group
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

Consolidated statement of changes in equity
(all amounts in PLN thousands if not stated otliszjv

. . Equity assigned
sh . Revaluation Retained Equity assigned to non- .
are capital reserve eamnings to shareholders controllin Total equity
9 of parent entity interestg
Reporting period from 1 January 2016 to 30 Septeme2016
As at the beginning of the period 3895 11584 100878 116357 8738 125 095
(under examination)
Net profit/(loss) of the given period - - -21 172 -21 172 70 -21 102
Net other comprehensive income - 4 - 4 - 4
Total comprehensive income - 4 -21 172 -21 168 70 -21 098
Payment of dividend - - -6 193 -6 193 -143 -6 336
Repurchase of own shares for redemption
(Elektromonta, Predom) - change in the - 263 525 788 -1 051 -263
structure of shareholding
Acquisition of shares in Elektromorita
Krakéw SA from a non-controlling - 305 475 780 -1 150 -370
shareholder
Other changes - -3 8 5 -13 -8
As at the end of the period 3895 12 153 74521 90 569 6 451 97 020
. . Equity assigned
) . Equity assigned
Share capital Rer\‘/ailgstéon E::ﬁ;geg to shareholders cotr(l)tptglri]r; Total equity
9 of parent entity interestg
Reporting period from 1 January 2015 to 30 Septeme2015

As at the beginning of the period 3895 11973 97568 113 436 9 243 122 679
(under examination)
Net profit/(loss) of the given period - - 3210 3210 -267 2943
Net other comprehensive income - -245 - -245 - -245
Total comprehensive income - -245 3210 2 965 -267 2 698
Transactions with shareholders
Payment of dividend - - -1 363 -1363 -11 -1374
Repurchase of own shares for
redemption (Elektromont- change in - 11 116 127 -143 -16
the structure of shareholding
Other changes (among others sale of
subsidiary Prochem Serwis) ) 2 198 200 112 88
hs d?tt)the end of the period (upon 3895 11741 99729 115365 8710 124 075

Explanatory notes to interim condensed consolidfiteshcial statements are an integral part thereof.

PROCHEM S.A. Capital Group
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the

period of nine months ended 30 September 2016

Consolidated statement of cash flows
(all amounts in PLN thousands if not stated othegwi

Note Period ended Period ended
No. 30 September 2016 30 September 2015
Cash flows — operating activities
Gross profit/(loss) -24 167 4 666
Total adjustments 14 893 -6 308
Share in profit of entities valued using #quity method 640 283
Amortization and depreciation 1744 1784
Interest and profit sharing (dividends) 95 189
Gain on disposal of property, plant andigepent 17 -8
Loss on investment - 20
Change in provision -34 -661
Change in inventories 6 1874 -4 484
Change in receivables and other assets 59@3 -13433
Change in current liabilities, except forteavings and loans 12 -8 127 12 268
Other adjustments (including change in deféincome) -4 906 -2 266
Cash provided by (used in) operating activities -9 274 -1642
Income tax paid -2 102 -1 993
Net cash provided by (used in) operating activities -11 376 -3 635
Cash flows — investing activities
Inflows 5370 17 709
Disposal of intangible assets and propergnipand equipment 5293 6
Disposal of real estate - 16 978
Inflows from financial assets, including: 77 725
a) in subsidiaries — disposal of finaneissets - 709
- disposal of financial assets - 566
- repayment of loan with interest - 143
b) in other entities 77 16
- repayment of loans with interest 77 -
- other inflows - 16
Outflows -1 643 -1 087
Acquisition of intangible assets and propeptgnt and equipment -1227 -787
For financial assets, including: -373 -300
a) in subsidiaries acquisition of financaakets -373 -
b) in other entities: -43 -300
- loans granted - -300
- other outflows -43 -
Net cash provided by (used in) financing activities 3727 16 622
Cash flows — financing activities
Inflows 118 3021
Bank loans 118 3003
Other financial inflows - 18
Outflows -11 340 -7 106
Other than payments to shareholders, expenses prafirdistribution -427 -27
Payment of dividend -6 187 -1361
Repayment of bank loans -4 302 -5 009
Repayment of borrowings - 60
PROCHEM S.A. Capital Group
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Interim condensed consolidated financial statementsf
period of nine months ended 30 September 2016

Payment of liabilities under finance lease
Interest

PROCHEM S.A. Capital Group as at and for the

-31

-175
-393 -474

Net cash provided by (used in) financing activities -11 222 -4 085
Total cash flows, net -18 871 8 902
Cash and cash equivalents as at the beginning ofetiperiod 23595 6 606
Cash and cash equivalents as at the end of the pedli 4724 15508

Explanatory notes to interim condensed consolidfiteshcial statements are an integral part thereof

PROCHEM S.A. Capital Group
Report for the third quarter of 2016
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

Explanatory Notes to interim condensed consolidatefinancial statements

1. Establishment of the Parent Entity and principal adivity

Company PROCHEM S.A.(hereinafter called ,Prochepompany”, ,Issuer” or ,Parent Company”)
seated in Warsaw, 95 topusssa Street. The company is registered in the Nalti@ourt Register
(KRS) by the District Court for the Capital Cityahsaw, XII Commercial Department of the National
Court Register under KRS number 0000019753. Prahcirctivity according to Polish Business
Classification (PKD 2007) determines symbol 7112Znrgineering activities and related technical
consulting. According to Warsaw Stock Exchange sifasition PROCHEM belongs to construction
sector. PROCHEM S.A. is a Parent Company of theit@la@roup and prepares consolidated financial
statements. PROCHEM S.A. was established througtstormation of a state-owned enterprise under
the name of Przeddiiorstwo Projektowania | Realizacji Inwestycji Pmagstu Chemicznego ,,Prochem”.
The notarial deed and Company'’s Articles of Assimiawere signed on 1 October 1991. Duration of the
Company is unlimited.

In 2013 the Company commenced implementation oéstment project ,Turnkey construction of
system for the production of highly purified panmaffoils, lubricant and cooling greases and pattern
material with the expansion of power complex ind8es.” Therefore, for the period of implementatain
the project the Representation Office was estaddisfierm of the activity of the Representatioficef
was prolonged until 29 July 2019.

1. The Management Board and Supervisory authorities othe Parent Entity

As at the date of preparation of financial statet:éme Management Board of PROCHEM S.A. compriges o
the following persons:

Jarostaw &tniewski - President of the Management Board

Marek Kiersznicki - Vice Presitt of the Management Board

Krzysztof Marczak - Vice Pre=id of the Management Board

In the first half of 2016 there were no changesamposition of the Management Board.

As at the date of the consolidated financial stat@sithe Supervisory Board comprises of:
e Andrzej Karczykowski
*  Krzysztof Obtgj
* Michat Suflida
»  Karol Zbikowski
¢ Marcin Rdzinski

Changes in the Supervisory Board during the ninethwoof 2016.

In connection with the resolutions of the Generaefihg of June 11, 2016, there were the following
changes in the composition of the Supervisory Boar
1) have been dismissed from the Supervisory Board:
» Steven Tappan, who had 510,000 units of shares,
*  Wiestaw Kiepiel.
2) have been appointed to the Supervisory Board:
« Michat Suflida, who with person related has 48,560s of shares
»  Karol Zbikowski.

On the basis of resolutions of the Extraordinann&al Meeting of October 28, 2016 years from the
Supervisory Board was dismissed Mr. Marek GakKi and was appointed to Mr. Marcigdzinski.

PROCHEM S.A. Capital Group
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

2. Employment

Average employment in PROCHEM Capital Group foeéhguarters of 2016 was 461 FTEs, and in the three
quarters of 2015 466 FTEs.

Level of employment in persons in PROCHEM Capitabip as at 30 September 2016 was 469, and as at
30 September 2015 480. On 31 December 2015 theogmeht in the Capital Group was 481.

4. Description of the organization of the Capital Goup, with an indication of consolidated entities

PROCHEM S.A. Capital Group (hereinafter referrecaso,the Capital Group”, ,the Group”), in additiéo
the Parent Company comprises the following subsediairectly and indirectly:

Subsidiaries coverd by full consolidation:

¢ Prochem Inwestycje Sp. z 0.0. seated in Warsavbsidiary directly (100.0%);

¢« PRO-INHUT Sp. z 0.0. seated ingliyowa Gornicza — subsidiary indirectly (93.2%);

* Pro-Organika Sp. z 0.0. seated in Warsaw — sulpgidieectly (91.4%);

e PREDOM Sp. z 0.0. seated in Wroctaw — subsidiadiréctly (80.7% of share in capital and profit,
71.1% of votes);

* Prochem Zachéd Sp. z 0.0. seated in Warsaw — satysdirectly (80.0%);

« ELPRO Sp. z 0.0. seated in Krakow — subsidiaryraatly (92.7%, including 85.4% in the 50% share of
Elektromonta Krakow);

« Elmont Inwestycje Sp. z 0.0. seated in Krakéw —sglibry indirectly (92.7%, including 85.4% in the
50% share of Elektromorit&rakow);

« Elektromonta Krakow S.A. seated in Krakéw — subsidiary indihe¢B5.4%), including 73.0% of the
capital and votes belongs to Prochem Inwestycjesidigny in 100%. ElektromontaKrakéw S.A.
prepares consolidated financial statements, wharttains data of the subsidiary in 100%: ELMONT-
POMIARY Sp. z o0.0. seated in Krakéw and two asseci companies ELPRO Sp. z 0.0. and Elmont-
Inwestycje Sp. z 0.0.;

* |IRYD Sp. z 0.0. seated in Warsaw — subsidiary eatly in 100%;

< ATUTOR Integracja Cyfrowa Sp. z 0.0. seated in \&ars- subsidiary indirectly (87.3% of share belongs
to Prochem Inwestycje Sp. z 0.0. subsidiary in 100%

¢ Prochem RPI Sp. z 0.0. seated in Warsaw — subgiitidr00% (including 3.3% of the share in capitadia
voting rights held by the company Prochem Inwesiycj

Jointly controlled entities and associates valugdaithe equity method

e ITEL Sp. z 0. 0. seated in Gdynia — 42.0% of sHa&7% of votes and capital belongs directly to
Prochem S.A., and 23.3% held RPI Sp. z 0. o. sigrgith 100%);
¢ Irydion Sp. z 0. 0. seated in Warsaw — 50% ofeshar

Consolidated subsidiaries were included in the cliffsted financial statements from the date of &a
control until the date of loss of control by thergge company, and the jointly-controlled entitigsdahe
associates from the date of exercising of joimitd and of exertion of significant influence.

Predom Projektowanie Sp. z 0. 0. was excluded fronsolidation. The company has not commenced
activities.Shares were included in the impairment losses.

In three quarters of 2016, subsidiary Elektrompiteakdw repurchased 11 434 of own shares for retiemp
for a total amount of PLN 263 thousand, and subsydProchem Inwestycje purchased 10 000 of shares i
Elektromonta Krakéw S.A. for a total amount of PLN 370 thousaAd the result of these transactions the
Parent Company has increased its share in theatapito 85.4.

PROCHEM S.A. Capital Group
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

In three quarters of 2016 subsidiary P.K.l. Predepurchased 70 of own shares for redemption fatal t
amount of PLN 22 thousand. As the result of themestctions the share of the Parent Company inapial
on 30 September 2016 is 80.7%.

5. Adopted accounting principles
Principles of presentation

Interim condensed consolidated financial statemehtBROCHEM S.A. Capital Group for nine months of
2016 was prepared according to IAS 34 “Interim R8pg’, in the way it was adopted by European Union
and Minister of Finance Regulation of 19 Februad®2 on current and periodic information provided by
issuers of securitieand conditions for recognition as equivalent reepliby the law of a non-Member
State (Official Journal no. 33, item 259 with flathamendmentgjhe interim condensed consolidated
financial statements do not contain the informatiod disclosures required for complete financialeshents
and should be read together with the financiakstants for the financial year ended 31 Decembeb.201

Presented interim condensed consolidated finarstaements of PROCHEM S.A. Capital Group was
prepared assuming that the Capital Group will cw#ito operate as a going concern in foreseeatnieef

In connection with net loss recorded during thstfiralf of 2016 was made a detailed analysis ofittancial
resources, credit limits and the possibility ofagiucing the program of adjusting operating ctsiglanned
revenues. At the date of preparation of these Girstatements, the Management of the Capital Grou
estimates that, despite the possibility of shamatéensions in the liquidity situation of the Issueowever,
no exists significant threat to going concern aisten the coming year. The Management Board dogés n
expect termination of loan agreements and expketsdntinuation of financing on the same or simigvel
for at least the subsequent 12 months. Irrespedivét, in the next nine months is being expected
consideration by the court of appeal lodged by PESNfrom the judgment of 22 October 2015, in whic
was adjudged PLN 87 million in favor of a conaariiwith the participation of the Issuer (includimgterest
for delayed payment). The Issuer's share in thisuanis approximately 50% - detailed informatiors i
presented in Note 28.

The duration of the activities of individual unitsthin the Group is not limited.

Financial statements of subsidiaries were prepfareithe same reporting period as financial stateameh
parent entity, using consistent accounting policies

The financial year of the parent company and conegamelonging to the Group is the calendar year
Seasonality

Operational activity of the Parent Entity and comipa from the Group does not have seasonal chaute

is not subject to cyclic trends, except for thensegt of the general contracting and rental of gosbn
equipment, which are characterized by a season#ti#y in large extent depending on weather conit
Weather conditions have an impact on the volumehef revenues generated in these segments. Lower
revenues are achieved during the winter seasom wiather conditions do not allow for executiorsoime
construction work.

Principles of preparation of consolidated financiagtatements

The consolidated financial statements were prejaased on the principle of the historical cosrap
from:

e land buildings and construction measured at redatueount,

» Investment properties (land), investment propentyenr construction measured at fair value

PROCHEM S.A. Capital Group
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

Significant accounting policies and changes in IFRS

In preparing the interim condensed condensed finhratatements were applied the same accounting
principles and the same calculation methods whiehevapplied in the financial statements of PROCHEM
S.A. Capital Group for the year ended 31 Decemb&b2

The following standards, amendments to standardsraerpretations were not adopted by the EU, ey tre

not effective as at 1 January 2016.

Standard Amendments Effective from .. (in the EU)
IFRS 9 Financial Changes in the scope of classification and valnatithe existing
instruments (with categories of flna_nC|aI mstruments_ replaced by tnaIegorn_as: 1 January 2018
measured at amortized cost and at fair value. @igingthe hedging
updates) accounting.
1 January 2016Tte European
IFRS 14 Regulatory ~ The recognition, measurement and disclosuresREmulatory Commission hastaken a decision
Deferral Accounts Deferral Accounts not approving of the transtional
standard in anticipation of an
adequate standard)
Standard applies to all contracts with customecgix those that
IFRS 15 Revenue from fa| within the scope of other IFRSs (i.e. leasemsurance
Contracts with contracts and Financial instruments). 1 January 2018

Customers IFRS 15 clarifies and unifies the principles fecognizing revenue
from contracts with customers.

Provides guidance on the lease, it eliminatesxtstirgy distinction
between operating lease and financial lease. Il d¢ontracts

IFRS 16 Leases - N - -
meeting the definition of lease shall be recognizsda rule, in the
same way as current financial leasing

1 January 2019

Amendments to IAS

12 Disclosure of deferred tax assets from unrealizsses. 1 January 2017

Amendments to IAS 7 The initiative concerning amendments in the sadtisclosures. 1 January 2017

Amendments to IFRS o L . "
10, IFRS 12 and IAS Clarification of the provisions concerning the rgaition of

*
28 investment entities in consolidation. 1 January 2016

Amendments to IFRS ideli i ibuti
Guidelines regarding the sale or contribution ofets by the the date has not been determined

10 and IAS 28 investor to associated company or joint venture.

Amendments to IFRS _— . .

15 Clarifications concerning some requirements 1 JrRGil8
Amendments to IFRS 2 Classification and measurement of share-based payraasactions 1 January 2018

* Until the date of approval of these financialtstaents not endorsed by EU.

The Group will apply amendments to IFRS published ot effective as at the day of approval for the
publication of the interim condensed separate fif@rstatements in accordance with their effectiate. The
possible impact of these changes on future sepéinaiecial statements of the Group is subject talysis
conducted.

Changes in estimates

In accounting principles that are applied the g®asignificance, besides accounting estimates, the
professional judgment of the management, which drasmpact on the amounts reported in the financial
statements, including those in explanatory notessufptions of such estimates are based on managigmen
best knowledge in relation to current and futurergs and actions in different areas of activityeyhelate to

PROCHEM S.A. Capital Group
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

the valuation of pension benefits, assessing tgesbf execution, and the profitability of longrtecontracts
(gross margin).

In the first half of 2016 the Issuer has made Sicgmt adjustment of the gross margin in the loagrt
contract, which is implemented in Belarus. Grossginaas at 31 December 2015 amounted to 16.5%aand
at 30 June 2016 was corrected to 7,2% in connegtitinthe occurrence of unexpected problems teethnic
and formal in the final stage of construction, be stage of start-up of the installation for thedurction of
highly purified paraffin, oils and lubricants alongth the extension of energy complex, implementader an
agreement with Mineral Wax Factory seated in Balai Swislocz, and connected with it necessitgibt
the time of completion of the execution. As a restilthese events, there was an increase in tlmatst
costs of implementation by approximately PLN 17.Miom, and further increase by an additional PLN 2
million due to possible penalties for delay in exi@n of the contract.

Lowering the estimated margin in the contract anglton of provision for penalties for delay had a
significant impact on the financial result of thest half of 2016.

The values of the estimates determined in the tpirarter of 2016 did not require significant athusnts in

relation to the values set on 30 June 2016.

Functional currency and presentation currency ofniancial statements

Consolidated financial statements of the Grupresented in Polish Zloty (‘zloty’ or ‘PLN’which is the
reporting currency of the Group and the functianatency of the Parent Entity.

The financial result and financial position of tlepresentation Office are translated using tHeviahg

procedures

« assets and liabilities shall be translated at theirtgy rate as at the date of statement of findncia

position,

* revenues and expenses are translated at the aweelmgnge rateand

» arisen exchange differences are recognized in ctheprehensive income

Other explanatory notes

Note No. 1 — Property, plant and equipment

As at As at
30 September 2016 31 December 2015
Property, plant and equipment, including 23 399 23779
- land 4651 4732
- buildings, premises and civil engineeringeui 15 847 16 486
- machinery and equipment 759 906
- vehicles 882 807
- other fixed assets 1260 848
- construction under progress 19 35
Total property, plant and equipment 23418 23814
. As at As at
PPE — ownership structure 30 September 2016 31 December 2015
a) own 11 090 11 030
b) used under rental, lease or other agreememading: 12 328 12784
- lease 471 442
- outlays on foreign PPE 11 305 11790
- value of right of perpetual usufruct 552 552
Balance sheet items of property, plant and equipmentotal value 23418 23814
PROCHEM S.A. Capital Group
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

The Group, pursuant to an agreement dated 23 00 Rases property consisting of 3 buildings with
total area of 6 227.5%0n a plot of 3 311 focated in Warsaw at Emilia Plater Street No. A8 Haza
No. 76/78. The duration of the contract, from tlagedbf its conclusion, is 30 years.

Land, buildings and constructions are carried ealteed amount, being its fair value at the dat¢hef
revaluation, set by experts, less any subsequentradated depreciation and subsequent accumulated
impairment lossesPursuant to the Accounting Policy adopted by tbhen@any, fair value is determined
with sufficient frequency in order that the camyiamount did not significantly differ from fair e,

but not seldom than once every two years.

Carrying amount as at 30 June 2016 does not &igntfy differ from fair value. Measurement at faalue as

at 31 December 2014 was done by independent exparielated to the Groufthe experts have the right
qualifications to carry out valuations of land, ldings and structures, as well as current expegienc
such valuations carried out in locations wheredtae assets of the Compakfaluation was carried out

through reference to the market transaction pgoeserning similar assets.

Changes in PPE

Change in PPE in the period

from 1 January 2016
to 30 September 2016

Change in PPE in the period

from 1 January 2015
to 31 December 2015

Gross value - as at opening balance sheet 43 655 44012
increase (due to) 1281 1283
- acquisition 1281 1264
- PPE under construction - 19
decrease (due to) -880 -1 640
- disposal of PPE -371 -221
- liquidation of PPE -501 -26
- other changes, including non-current assessiosidiary sold -8 -1 393
Gross value at closing balance sheet 44 056 43 655
Depreciation and impairment
Accumulated depreciation — as at opening balance sat 19 841 18 774
- increase (depreciation for the period) 1605 2295
- decrease due to sale -301 -223
- decrease due to liquidation -509 -22
- other changes, including depreciation of narrent assets of
> 2 -983
subsidiary sold
Accumulated depreciation as at closing balance shee 20 638 19 841
PPE net — as at closing balance sheet 23418 23814
Note No. 2 — Investment properties
As at As at
30 September 2016 31 December 2015
Construction in-progress 1122 1122
Buildings and constructions 6 148 6 148
Land 4 690 4 690
Total investment properties 11960 11960
PROCHEM S.A. Capital Group
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

Cha}nge_: in invest_ment Cha}ng(_a in invest_ment
Investment properties by ty properge\ls;r?utggggggd from properge\ls;r?ut;\g%%ri%d from
to 30 September 2016 to 31 December 2015
Investment properties - land
As at opening balance sheet 4 690 17 241
- decrease due to sale of real estate - -12 551
As at closing balance sheet 4 690 4690
Investment properties in-progress
As at opening balance sheet 1122 9125
- change due to:
a) decrease due to sale of real estate - -8 003
As at closing balance sheet 1122 1122

Investment properties - buildings and constructios
As at opening balance sheet 6 148 6 594
- change due to:

a) increase due to acquisition - 298
b) sale - -744
As at closing balance sheet 6 148 6 148
Total investment properties by type — net as at bahce-sheet date 11 960 11 960

Pursuant to the Accounting Policy adopted by then@any, fair value is determined with sufficientquency
in order that the carrying amount did not signifite differ from fair value, but not seldom thanocenevery
two years.

Carrying amount of real estate as at 30 Septemb&6 2loes not significantly differ from fair value.
Measurement at fair value as at 31 December 20%4deae by independent experts not related to tloer
The experts have proper qualifications to carry \@ltiations of land, buildings and structures, &l as
current experience in such valuations carried mliéations where there are assets of the Compéalyation
was carried out through reference to the markas#etion prices concerning similar assets.

Details concerning investment property and infofamabn the hierarchy of fair values as at 30 Septm
2016

Fair value as at

Level 1 Level 2 Level 3 30 June 2016.
In PLN In PLN In PLN
thousands thousands thousands In PLN thousands
Investment properties - - 11 960 11 960

There were no displacements between the lev@satd 3 during the first half of the year.

Note No. 3 - Shares valued using the equity method

As at As at
30 September 2016 31 December 201!
- Shares — net value 23 360 24 000
- Write-down of shares 590 400
Gross value of shares 23 950 24 400

PROCHEM S.A. Capital Group
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

Change in shares valued using the equity method 30 Sep/t\esn?t;er 2016 31 Dz%clzstmber
a) as at the beginning of the period 24 000 25136
- shares at cost 24 000 25136
b) changes (due to) - 640 -1136
- share in the result of the current year -640 -1136
As at the end of the period, net value 23 360 24 000
¢) write-down 590 400
As at the end of the period, gross value 23 950 24 400

Note No. 4 — Deferred income tax

Changes in the values of reserves, and deferredned¢ax assets for three quarters of 2016 yeaisown in
the table below.

As at As at
30 September 2016 31 December 2015
deferred income tax assets
As at the beginning of the period 5662 6 051
Increase 5219 3697
Decrease -2 347 -4 086
As at the end of the period 8534 5662
As at As at
provision for deferred income tax 30 September 2016 31 December 2015
As at the beginning of the period 5829 6 709
Increase 1092 2752
Decrease -2 145 -3 632
As at the end of the period 4776 5829
As at As at
30 September 2016 31 December 2015
Deferred income tax assets 8 534 5662
Provision for deferred income tax -4 776 -5 829
Surplus of deferred income tax asset 3758 -167
Presentation in the statement of financial position 30 Sep)?:n?lger 2016 31 Decg?nakl)ter 2015
Deferred income tax assets 5994 2716
Provision for deferred income tax -2 236 -2883
Surplus of deferred income tax asset 3758 -167
Note No. 5 — Other financial assets
As at As at
30 September 2016 31 December 2015
a) from jointly-controlled entities 18 238 17 955
- borrowings 18 238 17 995
Total other financial assets 18 238 17 995
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the

period of nine months ended 30 September 2016

+ Loans granted — as at 30 September 2016

« Loans granted to the jointly-controlled companydlon sp. z 0. 0. seated in Warsaw:

- in the amount of PLN 11 867 thousand, includingoant of the loan PLN 11 000 thousand, interest

accrued as at the balance-sheet day PLN 867 thdusaterest rate is set annually according to

WIBOR 6M, repayment date 22 September 2031;

in the amount of PLN 6 371 thousand, including: ammf the loan PLN 6 000 thousand, interest
accrued as at the balance-sheet day PLN 371 thduha interest is set at fixed rate of 3 %

annually, repayment date 22 September 2031
Increase:

¢ The interest accrued on the loans granted in treuatrof PLN 283 thousand.

Loans granted - as at 31 December 2015

- Loans granted to company IRYDION Sp. z 0. 0. segiétlarsaw:
- in the amount of PLN 11 720 thousand, includingpunt of the loan PLN 11 000 thousand, accrued
interest PLN 719 thousand. Interest rate imsatially according to WIBOR 6M, repayment date 22

September 2031.

- In the amount of PLN 6 235 thousand, including: animf the loans PLN 6 000 thousand, interest
accrued as at the balance-sheet day PLN 235 thdu3de interest

annually, repayment date 22 September 2031.

is set at fixed rate of 3 %

. As at As at
Note No. - Inventories 30 September 2016 31 December 2015
Materials 4122 6 220
Semi-finished products and work in-progress 454 128
Goods 621 723
Total inventories 5197 7071
Write-down of inventories 285 285
Note No. 7 — Trade and other receivables

As at As at

30 September 2016

31 December 2015

Trade receivables, including: 58 931 85 643
Write-down of trade receivables -7 421 -7 404
Net trade receivables, including: 51510 78 239
- with repayment period up to 12 months 48 472 74 208
- with repayment period over 12 months 3038 4031
Receivables from taxes, subsidies, customs dutigscial and health 5 586 4851
insurance and other benefits
Other receivables 1395 1303
Write-down of other receivables -402 -402
Net other receivables 993 901
Total receivables, net 58 089 83991
. .. As at As at
Trade and other receivables from related entities 30 September 2016 31 December 2015
Trade receivables, including: 2 68¢ 7 432
- from jointly-controlled entities 2 68¢ 7432
Total current trade receivables and other from relaed entities, net 2 68¢ 7 432
Write-down of receivables from related entities - -
PROCHEM S.A. Capital Group
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Totgll current trade receivables and other receivablg from related 7432
entities, gross value 2 68¢
Change in write-down of trade and other receivables 30 Sep/?:rr?éer 2016 31 Decll?eiq?)ter 2015
As at the beginning of the period 7 806 6 949
a) increase (due to) 119 1104
- write-down for receivables 119 1104
b) decrease (due to) 102 247
- payment received 101 198
- the use of write-downs which were createchmrevious periods - 6
- other exclusion of the company from consolidafigsie of shares in subsidia - 37
- resolving of write-down 1 6
Write -downs of trade and other receivables 7 823 7 806

In the majority of contracts signed by the Groumet of payment for services was determined in Hrge
from 14 to 60 days.

As at 30 September 2016 the outstanding balandeadé receivables includes receivables overdue avith
carrying amount PLN 17 364 thousand from secumyasit under the statutory warranty, to which theup
did not create write-downs. The Group considers ey will be recovered, what was described ineNgb
27 —Information on significant proceedings pending before the court.

As at As at

Note No. 8 — Other financial assets 30 September 2016 31 Decernber 2015

a) from other entities: 198 2799
- current loans granted 198 273

b) other financial assets- discounteq the secdepposit constituting the ) 2526

collateral of a bank guarantee of reimbursemeaofince payment

Total other financial assets 198 2799

Loans granted - as at 30 September 2016
e a loan for Committee Civic for the Building ofettCardiologic Hospital of the name of Marshal
Jozef Pitsudski in Warsaw in the amount of PLN #88usand, including: amount of the loan PLN
133 thousand, accrued interest PLN 65 thousandreisit rate was determined according to the
statutory interest, repayment date 30 June 2008eiRsbles secured by a mortgage on the right of
perpetual usufruct, in the land register — KW N&6324.

Increase
1. Accrued interest on loan granted to Pro Serwiz®p.o. in the amount of PLN 2 thousand.

Decrease
2. Repayment of the loan by Pro Serwis Sp. 0. o. wéttseat in Warsaw in the amount of PLN 77
thousand, including interest of PLN 2 thousand.

Loans granted - as at 31 December 2015

« Aloan for Committee Civic for the Building of tigardiological Hospital of the name of Marshal J6zef
Pitsudski in Warsaw in the amount of PLN 198 thawakancluding: amount of the loan PLN 133
thousand, accrued interest PLN 65 thousand, intea¢s was determined according to the statutory
interest, repayment date 30 June 2008. Receivaklasred by a mortgage on the right of perpetual
usufruct, in the land register — KW No. 136324.

¢ Loan granted to Pro Serwis seated in Warsaw PLkh@%sand, including the amount of the loan PLN

75 thousand. Interest on loan is set at a rat@%f annually. Maturity date - compensation with the
obligations arising from the agreement for propemgnagement.
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PROCHEM S.A. Capital Group as at and for the

Note No. 9 — Other assets

Other assets by type : 30 Se As at As at
ptember 2016 31 December 2015

a) prepayments 191¢ 1412
- cost of property and personal insurance 40¢ 281
- software maintenance costs 545 631
- subscriptions 20 37
- deferred costs 31 449
- other 912 14

b) other accruals and prepayments 1015¢€ 13785
- amounts due from the ordering parties uhaleg-term contracts QL15¢ 13785

Total other assets 12 07: 15197

Item of other accruals and prepayments - covers the valuation of contracts of construtservices, which are
in progress at the balance sheet date.

Note No. 10 — Share capital

SHARE CAPITAL (THE STRUCTURE
Series / .
N Method of o Right to
Series / emission| Type of share Type of share | Number of emission at coverage Registration dividend
preference shares nominal - date
of capital (from)
value
3 votes per 1 1 October
Founding inscribed share 58( 580| Cash | 23 July 1991 1991
1 October
Founding inscribed ] 6 816 6 816] Cash | 23July 1991 1991
1 October
Founding bearer ) 1810 104 1810104 Cash | 23July 1991 1991
1 January
B inscribed ) 750 750/ Cash | 29 July 1993 1993
1 January
B bearer ] 681 750 681750 Cash | 29 July 1993 1993
20 April 1 January
C bearer ] 530 000 530000 Cash 1994 1994
5 Septembe 1 January
D bearer ) 865 000 865000 Cash 1994 1994
Total number of
shares 3895 004
Total share capital 3895 000
Nominal value of one share = PLN 1.00

The share capital of the Company amounts to PLNStBousands and is divided into 3 895 000 shares

with the nominal value of PLN 1 each.
The number of shares did not change with compatis@as at 31 December 2015.
Total number of votes from all shares is 3 896 160.
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According to the Company's knowledge at the dathisfreport, the following shareholders hold atske
5% of votes at the general meeting of shareholders:

Name of the shareholder Number of Number of % of votes in | % of share
shares held votes held total number | capital
(units) of votes
1. Steven Tappan 715 000 715 00( 18.3b 18.36
663 561 664 661 17.0p 17.04

2. Porozumienie PHC

2. Legg Mason Parasol Fundusz Inwestycyjny
Otwarty (,Legg Mason Parasol FIO"),
Fundusz Wtasrioi Pracowniczej PKP
Specjalistyczny Fundusz Inwestycyjny
Otwarty i Legg Mason Akcji Skoncentrowany
Fundusz Inwestycyjny zamkity.

Total the above mentioned funds, including: 560 649 560 549 14.39 14.39

- Legg Mason Parasol Fundusz Inwestycyjny 284 054 284 054 7.29 7.29
Otwarty (,Legg Mason Parasol FIO")

- Legg Mason Akcji Skoncentrowany* 261 773 261 773 6.72 6.72

3. QUERCUS Parosolowy SFIO, QUERCUS
Absolute Return Flz, QUERCU
Absolutnego  Zwrotu FIZ, QUERCU
Parasol SFIO Agresywny

2]

Total the above mentioned funds, including: 415 532 415 532 10.67 10.67

- QUERCUS Parosolowy SFIO** 221 266 221 266 5.68 5.68

4. Otwarty Fundusz Emerytalny PZU ,Ztota 387 521 387 521 9.95 9.95
Jesi@”.

Since the submission of the annual report for 25 Group has got acquainted with the following
information about the change in shareholding:

- on 11 June 2016 at the Annual Meeting of Shddehs the Group was informed about decrease in
number of shares held by Porozumienie PHC by 5s82?es, what resulted in decrease of share in total
number of votes by 0.15%. On the date on which itifermation was received by the Issuer
Porozumienie PHC had 1 173 561 shares of the Issepresenting 30.13% of the share capital and
30.15% of the total number of votes at the Gendesdting.

- on 11 June 2016 at the Annual Meeting of Shddehns the Group was informed about change in
number of shares held by QUERCUS Towarzystwo Funduswestycyjnych S.A. — QUERCUS
parasolowy SFIO, QUERCUS Absolutne Return FIZ oc@d2ERCUS Absolutnego Zwotu FIZ — has
increased (through common Funds) its share in tataiber of votes in company PROCHEM S.A. by
4 752 of shares. On the date when the informatias rmeceived the Funds jointly held 399 715 shafres o
the Issuer, representing 10.26% of the share d¢agoith 10.26% of the total number of votes at the
General Meeting. .

- on 28 October 2016 at the Extraordinary Generaktihg of Shareholders the Group was informed
about change in number of shares held by QUERCUBBI8L7 shares. On the day when the information
was obtained the Funds jointly held 415 532 shafethe Issuer, representing 10.67% of the share
capital and 10.67% of the total number of votethatGeneral Meeting.

*) information obtained at the Extraordinary Gehédaeting on 28 October 2016.
**) information obtained at the Extraordinary Gealdvieeting on 28 October 2016.
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Note No. 11 — Bank loans

As at As at
30 September 2016 31 December 2015
- current loans 7 448 11772
- non-current loans 134
Bank loans
Amount of the Amount of
. loan acc. to the loan to
Nanggnokf the Reg;fsi(t:ired agreement be repaid Terms of interest Re%e;)glent Security
(in PLN (in PLN
thousands) thousands)
Contracted by Prochem S.A.
6000 WIBOR for O/N .
mBank SA Warsaw Creditin 0 deposits in PLN + 30 June 2017 Promlssory note
h in blank
overdraft margin
Re?/?)cl)\gng WIBOR for 1 month Promissory note
mBank SA Warsaw . . 6 000 deposits in PLN + 30 June 2017 ;
working capital marain in blank
loan 9
‘ . 3.000 WIBOR for 1 month Statement on
ING Bgr:fSIQSk' Katowice Credit in 0 deposits in PLN + 14 l\lz%\ﬁmber submission to
T overdraft margin execution
Contracted by Company PROORGANIKA Sp. z o .o0.
100 WIBOR for O/N
mBank SA Warsaw Creditin 0 deposits in PLN + 26 June 2017 | Without security
overdraft margin
Bank zachodni 254 WIBOR for 3 months
WBK S.A Warsaw Working 218 deposits in PLN + 30 April 2019. | Bill of exchange
T capital loan margin
Contracted by Company Elektromontérakow SA
WIBOR for 1 month
ING Bank$laski |  Krakew 2500 656 depositsin PLN + | 20 Nzg‘izmber Mortgage
margin )
WIBOR for 1 month
Deutsche Bank Krakow 500 237 deposits in PLN + 15 July 2017 Mortgage
margin
Contracted by Atutor Integracja Cyfrowa Sp. po.
Bank Millennium Warsaw 100 91 WIBOR 1 m_onth plus Not applicable | Without security
S.A. margin
Contracted by Pro-Inhut Sp. z 0. 0.
Dabrowa 398 WIBOR 1 month plus 24 September
ING BankSlgski Gaf ; Credit in 380 onth p p Without security
ornicza overdraft margin 2017

Breach of covenants in contracts of loans by teadswhich was described in the Report for the Fedf of

2016 did not affect the change in the presentatioloans in the statement of financial position,ichhwas
prepared as at 30 September 2016, because acctrdhgysigned agreements, loans have to be rapdaks

than 12 months.

At the date of the interim consolidated financitdtements the Issuer received a confirmation tdiwos
financing from the ING Bank S.A. on the level of B million for the further period of 12 monthke talks
are still conducted with mBank SA concerning addil collateral of loans.
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Note No. 12 — Trade payables

As at As at
30 September 2016 31 December 2015
a) to associated entities and jointly-controlletiters 16 -
- for supplies and services, with maturity: 16 -
- up to 12 months 16 -
b) to other entities 45913 51451
- for supplies and services, with maturity: 45913 51451
- up to 12 months 41 926 48 854
- more than 12 months 3987 2597
Total trade payables 45 929 51451
Note No. 13 — Deferred income
As at As at

30 September 2016 31 December 2015
Advanced payments received 18 6 200
Amounts due to the ordering parties under long-teontracts 3755 4854
Other 340 322
Deferred income at the end of the period, including 4113 11 376
Non-current liabilities - -
Current liabilities 4113 11 376

In 2013 the Group received advance payment in theuat of PLN 30 767 thousand (7 230 thousands of
EURO) — 15% of value of the contract signed withmpany from Belarus for implementation of the
investment project ,Turnkey construction of systéon the production of highly purified paraffin, sjl
lubricants and cooling greases and pattern matesthl the expansion of power complex”. Amount oé th
advance payment was recognized in deferred incamdeisa settled against invoices issued for completed
services and supplies. As at 30 September 201@ntloeint of the advance payment has been accolorted f

Note No. 14 — Other liabilities

As at As at
30 September 2016 31 December 2015

a) to other entities 2944 4 609
- due to taxes, duties, insurance and otheefiie 1639 3669

- due to remuneration 338 351

- other (by type) 967 589

e liabilities to employees 10 16

« liabilities to shareholders 51 21

« liabilities under lease 539 181

e other liabilities 367 371

b) other current provisions 2534 3533
- provision for costs, concerning long-term coctsa 719 385
- provision for costs (movable part of remunematicontract of mandate) - 993
- cost of audit - 104
- current provision for retirement benefit 565 587
- provision for unused annual leaves 1250 1464
Total other liabilities 5478 8 142
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Note No. 15 - Revenues from sale of services

Revenues from sale of services (type of service atyge of activity)

Period ended
30 September 2016

Period ended
30 September 2015

Revenues from sale of services, including:

- from jointly-controlled entities

Revenues from sale (territorial structure)

122 760
16 380

Period ended
30 September 2016

169 897
21025

Period ended
30 September 2015

Domestic market
- including from jointly-controlled entits
Exports

104 923
16 380
17 837

96 410
21025
73 487

Revenues under contracts for construction ser{gpe&seral contracting) and other services are pteden

in Note No. 22.

Gross amount due from ordering parties/buyers coirog works under the contracts was presented in

Note No. 9.

Information on major customers, whose total valieewenues from sales of services exceeds 10% of
entity’s total revenues for nine months of 2016n™uded in Note No. 22.

Note No. 16 — Cost of services

Period ended

Period ended

30 September 2016 30 September 2015

a) amortization and depreciation 1744 1751
b) consumption of materials and energy 14 893 17 737
c) outsourcing 95 766 113 203
d) taxes and levies 1535 618
€) remuneration 25226 24 355
f) social security and other benefits 4914 4 689
g) other types of generic costs (by category) uidiclg: 4 647 4 309

- property and personal insurance 676 725

- business trips 1455 1263

- State Fund for Rehabilitation of Disabled BassPFRON 168 167

- other 2348 2154
Total costs by type 148 725 166 662
Change in inventories, products and accruals anghgneents -2 227 -2 514
General and administrative expenses (negative yalue -12 025 -10 929
Cost of services sold 134 473 153 219
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Note No. 17- Other operating income

a) gain on sale of non-financial non-current assets
b) grants
c) reversal of impairment allowance (due to)
- for receivables
d) other, including:
- the reimbursement of costs of litigation
- received compensation, fines and penalties
- revenues from car rental
- other
Total other operating income

PROCHEM S.A. Capital Group as at and for the

Period ended Period ended
30 September 2016 30 September 2015

36 7

- 70
100 159
100 159
853 166
8 3
756 19
4 6
85 138
989 402

Note No. 18 — Other operating expenses

a) loss on sale of non-financial non-current assets
b) write-down:
- for receivables
¢) other, including:
- cost of litigation
- paid penalties, fines and compensation
- other
Other operating expenses

Period ended Period ended
30 September 2016 30 September 2015

43 279
119 1123
119 1123

59 177

8 69
1 -

50 108

221 1579

Note No. 19 — Financial income

a) interest on loans granted

- from jointly-controlled entities
b) other interest

- from other entities

¢) surplus of foreign exchange gains
d) other, due to:

- other
Total financial income

Period ended Period ended
30 September 2016 30 September 2015

283 284
283 284
95 a7
95 47
167 237
1 220

1 122
546 788

Note No. 20 — Finance costs

a) interest on bank loans
b) other interest
- for other entities
¢) surplus of foreign exchange losses
d) other, due to:
- commissions on bank guarantees
- commission on loans
- other
Total finance costs

Period ended Period ended
30 September 2016 30 September 2015

336 407
10 100
10 100

1080 18

397 661

238 277
82 82
77 302

1823 1186
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Note No. 21— Additional disclosures to the staternehcash flows

Differences between the amounts determined dirdetign the financial statements and presented in the
statement of cash flows, result from a transferspécified amounts from operating activity to inuegt
activity and financing activity.

These relate to the following balance sheet itemBI(N thousands):

in 2016 in 2015
Change in current receivables 23590 -13433
Receivables as at 1 January 83991 66 534
Other assets as at 1 January 15 197 13 544
Receivables from sale of non-current assets -45 -49
Adjustment of receivables of subsidiary in 2013 - 360
Receivables from sale of assets - -396
Receivables from sale of real estate -5 240 -
Receivables under income tax -497 -
Opening balance sheet after adjustments 93 406 79993
Exclgs.ion as at the opening balance of the amaluref the sold i 1990
subsidiary
Opening balance sheet after exclusions 93 406 78 003
Receivables as at 30 September 58 089 81921
Other assets as at 30 September 12 072 13676
Receivables for non-current assets sold -34 -51
Receivables under income tax -311 -4 110
Closing balance sheet after adjustments 69 816 91 436
gﬁ:cr;gleﬂijr;]ggrrent liabilities except for borrowings loans and 8127 12 268
Trade payables as at 1 January 51451 31229
Other liabilities as at 1 January 8 142 7 809
Provision for current retirement benefits -587 -383
Provision to annual leaves -1 464 -1 402
Provision to audit -104 -96
Provision to current other costs -385 -471
Other differences under discount of liabilities 250 250
Investment commitments -46 -
Adjustment of liabilities in the subsidiary - -34
Liabilities under operating lease -40 -184
Liabilities to shareholders -3 -2
Opening balance sheet after adjustments 57 214 36716
Elimination of liabilities of sold subsidiary - -1 058
Opening balance sheet after exclusions 57 214 35 658
Trade payables as at 30 September 45 929 45 787
Other liabilities as at 30 September 5479 3 656
Provision for current retirement benefits -565 -348
Provision to annual leaves -1 250 -1198
Provision to audit - -1
Investment commitments -10 -2
Provision for current other costs -719 -50
Other differences under discount of liabilities 250 250
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Liabilities under lease -19 -165
Liabilities to shareholders -8 -3
Closing balance sheet after adjustments 49 087 47 926

-4 906 -2 266

Change in other adjustments as at 30 September

Change in deferred income — advances received - 6183 -5 907
Change in deferred income in respect of the amalirégo

; . -1 099 3111
ordering parties under long-term contracts
Change in - the security deposit constituting thiéateral of a

! . 2526 1031

bank guarantee of reimbursement of advance payment
Elimination of the sold subsidiary - -212
Change in other deferred income 6 -137
Other -156 -152

*) In connection with the implementation of the @stment project in Belarus, in order to securerétigrn of
received advance payment, the Group has grarttadlaguarantee of advance refund to the amounty&@&
7,230 thousand. As the security of the guarantegema contract concerning a monetary secudposdit,

the Group has placed a deposit in the bank to theuat of EURO 2,191 thousand. The deposit shall be
reduced by the amounts settled during the impleatient of the project. As at 30 September 2016atheunt

of the security deposit has been accounted for.

Note No. 22- Information on operating segments

Operating segment is a component part of the entity
« that engages in business activity in connectioh witich it can obtain income and incur expenses,
« whose results of activity are regularly reviewedls authority responsible for making operating
decisions of the Group,
« in case of which is available a separate finariofakrmation.
Revenues of the segment are the revenues frontosakternal customers.
Expenses of the segment constitute the expensgsosenh of costs relating to the sale to externstiocoers.
Segment result is determined on the level of djpgréncome, without taking into account of oth@eoating
activity.

The activity of the Capital Group for the managmgposes was divided into eleven basic operatiotpse
such as: construction services indicated in thensed) of general contracting, design services aierot
engineering services (supervisions along with th@gept engineer service), the lease of equipmentte
construction, assembly of electrical installatiorsd rental of office space and real estate, ptpper
management, maintenance, commercial activity, t¥Vises and other activities.

Segment assets include all assets used by a segooasisting primarily of receivables, inventoriasd
property, plant and equipment diminished by tHeeaf provisions and impairment losses.

Some assets in the joint use are assigned to d¢inecses based on reasonable weight.

Assets of the Representation in Belarus as at pleBwer 2016 and as at 31 December 2015 do needxc
10% of total balance sheet amount.

Revenues from activities achieved abroad (exportff)e period from 1 January 2016 to 30 Septembés6 2
amounted to PLN 17 367 thousand (i.e. 13.6% ofmees from sale), in the analogous period of theipos
year revenues amounted to PLN 77 212 thousandli.B4% of revenues from sale).
Information on major customers of the Issuer, wisblare in the sales revenue for three quarter@f6
exceeded 10% of the total revenues from sale:
e Belarusian client — revenues in the amount of PL&I506 thousand, what represents 12.9% of total
sales revenues, which were shown in the segme@asferal contracting”.
« Irydion Sp. z 0. o. the jointly-controlled companyrevenues in the amount of PLN 16 380 thousand,
what represents 12.8% of total sales revenues,hwivere shown in the segment of ,General
contracting” and ,Design services and other engingeservices”.
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e Production plant UTC Aerospace Systems for cind anilitary aircraft — revenues in the amount of
PLN 29 653 thousand, what represents 23.2% of wdbds revenues, which were shown in the
segment ,General contracting” and ,Design servared other engineering services”.

Unallocated assets to segments are the primatseshin the jointly-controlled entities and in asates, and
loans granted. With respect to the above-menti@ssdts don't exist any premises indicating theilpedsss

of value as at 30 September 2016. In addition,tabeabalance sheet date the Group has carriedheut
analysis of contracts for construction work in light of the results in budget. For all contraictsvhich the
budgeted costs exceeded the budgeted income, thgp Gecognized provisions to cover losses at #hence
sheet day. Detailed data on the activities of thmmanies belonging to the Group broken into separat
segments is presented in the following tables.
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For the period Design services

Rental of

Assembly of

Lease of office

from 1 January 2016 cé?;l(tarr;?:rtﬁ: and other construction electrical space and real erzc;errtnyent Maintenance CO;Z{R/?S: ial 22}3{02—5 Other I;e;r:is :gé Total
to 30 September 2016 9 engineering equipment installations estate 9 9
services

Revenues to external customers 75692 21672 2412 17 830 3579 - 834 5140 96 645 - 127 900
Total revenues of the segment 75 692 21672 2412 17 830 3579 - 834 5140 96 645 - 127 900
Result of the segment -16 477 -8174 827 160 656 - 122 510 -220 -422 - -23 018
Financial income 546 546
Finance costs -1823 -1 823
Net financial income -1277 -1277
Profit sharing in associated entities

-640 -640
Profit on other operating activities 768 768
Before tax profit -24 167 -24 167
Income tax -3 065 -3 065
Loss for the current period -21 102 -21 102
Profit/(loss) assigned to no-
controlling interest 70 70
Net loss assigned to shareholders
parent entity -21 172 -21 172
Assets as at 30 September 2016
Segment assets (related to activity) 36 035 10 610 590 7974 17 133 - 417 1659 - 13 - 74 431
Unallocated assets (among others,
shares and other financial assets) 90 063 90 063
Total assets 36 035 10 610 590 7974 17 133 - 417 1659 - 13 90 063 164 494
Other information related to segment
for the period from 1 January 2016 to 30 Septembe2016
Depreciation of property, plant and
equipment 42 96 75 308 529 - 66 - - 415 57 1588
Amortization of intangible assets - 11 - 17 5 - 1 - - - 122 156
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Note concerning operating segments - continuation

Design
For the period General  services and Rental of Assembly of  Lease of office Proper Commercial Other IT ltems not
from 1 January 2015 contract other construction electrical space and real perty Maintenance - . Other . Total
) . . h . - management activity services assigned
to 30 September 2015 ing engineering equipment installations estate
services
Revenues to external customers 123 248 19 944 1331 17 795 3775 2 069 662 3440 131 942 - 173 337
Total revenues of the segment 123 248 19 944 1331 17 795 3775 2 069 662 3440 131 942 - 173 337
Result of the segment 10 994 -4 573 162 - 896 707 193 -65 62 0 -250 - 6334
Financial income 978 978
Finance costs -1186 -1186
Net financial income -208 -208
Profit sharing in associated entities -283 -283
Profit on other operating activities 1177 1177
Before tax profit 4 666 4 666
Income tax 1723 1723
Profit for the current period 2943 2943
Profit/(loss) assigned to no-
controlling interest -267 -267
Net profit/(loss) assigned tc
shareholders of parent entity 3210 3210
Assets as at 30 September 2015
Segment assets (related to activity) 63 082 9193 361 7692 18 035 - 702 1717 - 160 - 100 942
Unallocated assets (among others,
shares and other financial assets) 105470 105470
Total assets 63 082 9193 361 7692 18 035 - 702 1717 - 160 105 470 206 412
Other information related to segment
for the period from 1 January 2015 to 30 Septembe2015
Depreciation of property, plant }
and equipment 56 36 66 273 498 50 65 31 249 27 1351
Amortization of intangible } 5 R 9 R R 1 1 } } 85 101

assets
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Information about the geographical areas

Geographical breakdown of sales revenues revealeitha profit and loss account was presented in

accordance with country of the seat of the ordgpiarty.

1 January - 30 1 January - 30

September 2016| September 2015

Poland 109 202 99 850
Belarus 18 698 73 487
Total sales revenues 127 900 173 337

Geographical breakdown of property, plant and gaeint and intangible assets

30 September 31 December
2015 2015
Poland 23 683 24 161
Belarus 149 161
Total property plant and equipment and intangible asets 23 832 24 322

Note No. 23 Granted and received collateral and contingent liifies and contingent assets

Collateral granted

30 September 2016

As at

As at

31 December 2015

Bank guarantee of good performance and statutorsawir 26 400 15 99¢
Payment guarantee - 852
Guarantee of return of advance payment - 411¢
Tender guarantee - 6C
Total collateral granted 26 400 21 02¢
Contingent liabilities
- Letters of Credit - 3 56¢
- Surety of promissory notes issued by subsidi@@RNHUT Sp. z 0. o.
seated in Bbrowa Gornicza for the benefit of investor in arde
to secure the claims of a good execution 247 247
Total collateral granted and contingent liabilities 26 647 24 83’
Collateral received As at As at
30 September 2016 31 December 2015
Bank guarantee of good performance 5217 3617
Bill of exchange securing terms of the contract - 77
Total contingent assets 5217 3694

Contingent receivables from PERN described in Nuie28.

Note No. 24 - Distribution of profit
Net profit of the Group is not subject to distriiout

Issuer's net profit for 2015 in the amount of PLNE3 046.33 by Resolution No. 16 of the Ordinary

General Meeting dated June 11, 2016 was dividdadllasvs:
« for the dividend the amount of PLN 6 193 050.00;

* to the reserve capital the amount of PLN 19 996.33

Note No. 25 - Dividends

Pursuant to Resolution No. 16 of the Ordinary Gankleeting of Shareholders of PROCHEM SA dated
June 11, 2016 the Group paid a dividend from tloditpior 2015 in the amount of PLN 6 193 050,00.

Dividend payment date was set for July 15, 2016.
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Subsidiary PKI Predom Sp. o. 0. seated in Wrocldapted a resolution on allocation of the profit for
2015 for a dividend in the amount of PLN 83 thousan

Subsidiary ElektromontaKrakow SA seated in Krakow adopted a resolutiorpay a dividend in the
amount of PLN 525 thousand, of which PLN 245 tlamukfrom the profit for 2015.

Note No. 26 - Financial instruments and financiaisk management

Financial assets

As at 30 September 2016 Categories of financial instruments
(in PLN thousands) Note No. [ oans, receivables and other Total
Classes of financial instruments
Receivables from supplies and services 7 51510 51510
Cash 4724 4724
Loans granted 5and 8 18 436 18 340
Total 74 670 74 670
As at 31 December 2015 Categories of financial instruments
(in PLN thousands) Note No.  Loans, receivables and other Total
Classes of financial instruments
Receivables from supplies and services 7 78 239 78 239
Cash 23595 23595
Other financial assets — discounted the 8
security deposit constlt_utlng the collateral of 2526 2526
a bank guarantee of reimbursement of
advance payment
Loans granted 5and 8 18 228 18 228
Total 122 588 122 528
Financial liabilities
As at 30 September 2016 Categories of financial instruments
Note Financial liabilities Liabilities
(in PLN thousands) No. . excluded Total
measured at amortized cost from IAS 39

Classes of financial instruments
Loans 11 7 582 - 7 582
Finance lease - 437 437
Trade payables 12 45 929 - 45 929
Other liabilities, including 14 5478 5478

- liabilities under dividend 51 51
Total 58 989 437 59 426
As at 31 December 2015 Categories of financial instruments

Note Financial liabilities Liabilities
(in PLN thousands) No. . excluded Total
measured at amortized cost from IAS 39

Classes of financial instruments
Loans 11 11772 - 11772
Finance lease - 424 424
Trade payables 12 51 451 - 51 451
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Total 63 223 424 63 647

The fair value of financial instruments does not differ from the book value.
Liquidity risk connected with the concentration sfles revenues

In three quarters of 2016 the Group realized sedgsnues in the amount of PLN 127 900 thousand,
including PLN 18 698 thousand (14.6%) concernedréadization of the contract with the Client from
Belarus. Accordingly, the Group disclosed in thatesnent of financial position the following finaakti
instruments related to the above contract.

Cl ffi ial As at % share in As at % share in total
asses of financial instruments 30 September 2016 total assets 31 December 2015 assets
Financial assets

Receivables from supplies and services 10 752 6.5% 9435 4.4%
Other financial assets (discounted the security

deposit constituting collateral for a bank - - 2526 1.2%
guarantee of repayment of advance payment)

Total financial assets 10 752 6.5% 11 961 5.6%
Financial liabilities

Payables 8 958 5.4% 20 365 9.5%
Total financial liabilities 8 958 5.4% 20 365 9.5%

Note No. 27 - Transactions with related partiesdakey management personnel

Related entities are the controlled entities ardjdintly-controlled entities, as well as the omeswhich
the Issuer has an impact, or is a member of thenkayagement personnel of the entity or the parent
company.

Key management personnel comprise the membere dflitmagement Board of the Parent Entity, and the
members of the Supervisory Board of the Parentyenti

In three quarters of 2016 the key management peet@md persons related to key management personnel
apart from the salary, have not concluded ang kin transactions with companies from PROCHEM S.A.
Capital Group.

Remuneration of the key management personnel

In three quarters of 2016 in the Issuer’s entegpras paid:
1. remuneration to the Members of the Management Bvatdtal amount of PLN 918.0 thousand,
including the remuneration on profit PLN 192.5ubkand;
2. remuneration to the Members of the Supervisory 8aartotal amount of PLN 446.3 thousand,
including the remuneration on profit PLN 248.5 teand.

In three quarters of 2016 the remuneration paithéo Members of the Management Board and to the
Members of the Supervisory Board for performing diions in the Management Boards and in the
Supervisory Boards of companies belonging to thgit@laGroup amounted to PLN 276.9 thousand.

Below are presented transactions with related ggrivhich include the jointly-controlled entities the
associated entities, as well as ones, on whichigheer has an impact or is a member of the key
management personnel of the entity or the paremipeay. All transactions of related entities were
concluded on market conditions and they relateae sand purchase of services, among others — of
construction and assembly services, and rentaicesinas well as granting mutually loans.

Settlements with related parties comprise tradéesstnts and under loans.

Guarantees and sureties granted to related ergitiggresented in note 23.
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The reporting period
(in PLN thousands)

from 1 January to 30 September 2016

ginancial income — Financial income —

Sale of services Purchase of service L .
interest on loans  dividends received

Jointly-controlled entities and associated
entities 16 380 515 283 -

on 30 September 2016

Receivables under

Trade receivables
loans granted

Trade payables

Jointly-controlled entities and associated
entities 2 689 18 238 16

Comparative period
(in PLN thousands)
from 1 January to 30 September 2015

Financial income Financial income _.
Purchase of ; g Finance costs —
— interest on — dividends

services . interest on loans
loans received

Sale of services

Jointly-controlled entities and
associated entities 21 025 178 284 - -

on 30 June 2015

Receivables under loans

Trade receivables granted

Trade payables

Jointly-controlled entities and associated
entities 4 539 17 863 6

Note No. 28 — Information on significant proceediagending before the court

PROCHEM SA continues to be a party to the procegdbefore the court concerning the settlement
of the contract which was interrupted on 10 Noven@05, for the construction management of an
investment project under the name "Pipeline inciice from the ST- 1 Adamowo - to raw material
base Plebanka" concluded with PERN S.A. PROCHEM 8l&d a lawsuit to the court for payment
of PLN 41, 301 thousand under the final settlenaérihe contract, of which PLN 17,364 thousand is
recognized in the statement of financial positisnaareceivable from seized guarantee deposit, and
the remaining amount is the contingent receiva®le.18 January 2008 District Court in Warsaw
issued a judgment in this case considering claiROCHEM S.A. as to be right in principle, while
stating that this obligation is not yet due.

On 26 August 2008 the Court of Appeal in Warsaweska final judgment on the appeal lodged by
PROCHEM S.A. from the a/m judgment of the Dist@gurt, recognizing in it that the claim filed by
PROCHEM S.A. regarding accounting for the contiachot premature, and at the same time has
ordered that the District Court will make the aaeting for the contract mentioned above pursuant to
the provisions of the contract. This finding isaampliance with position in a case of PROCHEM
S.A.

On 12 August 2010 the hearing was held before trstri€t Court in Warsaw, where the Court
decided to appoint an expert - Warsaw Universitf ehnology — Department of Civil Engineering,
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who according to the recommendations of Court opegd will make an ultimate accounting for in
relation to the disputed contract. In April 2014e ttase file was forwarded to the expert witheds w
in an opinion published in May 2012 confirmed tingoant of the claim of PROCHEM S.A. By order
of May 31, 2012, the District Court granted thergéav University of Technology a remuneration for
opinion in the case, in relation to which the defmt PERN lodged a complaint. According to PERN
SA the prepared opinion could not be the basisheffindings of facts of the case for the Court,
because it is contrary to the thesis of the Counvhich was determined the basis and scope of the
opinion.
The Court of Appeal in Warsaw, | Civil Division haancelled the decision of the District Court
which was contested by PERN SA and the requegefouneration of an expert for the drafting of
an opinion has submitted to the District CourtrExonsideration.
On 5 February 2013 before the District Court in ¥éar, a hearing was held with the participation of
experts, after which the court decided to oblie parties to submit the pleadings in which thalfi
the final conclusions of evidence to complementekpert opinions will be clarified, and postponed
the hearing until 16 May 2013.
By order dated February 25, 2013, the District CouWarsaw XXVI Economic Department upheld
the previous decision of the Court, and finally basrded a remuneration for the expert for drafting
the opinion. In grounds for the judgment the Cal@termined that, at the hearing on 5 February 2013,
the certified expert has carefully explained thehodology that has been adopted for the preparation
of the legal opinion and it is not inconsistenthwibe thesis of the Court, and there are no legtém
grounds to complaint that the methodology adoptethe experts is not correct.
On 14 May 2013, the Issuer received a notice flioenDistrict Court in Warsaw of revocation hearing
scheduled for 16 May 2013 and the next date ofiligdras not been appointed yet.
On 9 August 2013, the Issuer received from theridtsCourt in Warsaw, the decision as of 1 August
2013, from closed session of the Court. At the mgetthe Court decided to admit evidence of a
supplementary opinion of research institute - War&hiversity of Technology in Warsaw, in the
circumstance of determining the value of servisapplies, and other liabilities made by PROCHEM
S.A. and directly related to the implementatioriref agreement that have been made after the flate o
withdrawal from the contract on the basis of commeitits contracted prior to the withdrawal from the
contract. In November 2013 the experts appointethbycourt have started the work associated with
the preparation of the supplementary opinion.
On 25 February 2014, the Court received the sapgaary opinion that confirms the amount of the
claim of PROCHEM SA.
On 24 October 2014 the court suspended of its owtiom the hearing until the removal of formal
obstacles that have now been removed and on FgBu&015, a request was made to continue the
proceedings and set a date for the next meeting.
On 4 March 2015 the District Court in Warsaw hasesitiled a hearing for 30 April 2015.
At the hearing on 30 April 2015, the Regional CanrtVarsaw has pledged experts to supplement the
opinion.
On 6 May 2015 in relation to the doubts raisedresjasome aspects of the expert's opinions and in
the interest of a faster conclusion of the caseD®REM limited the action for payment by the
amount of PLN 139 thousand to the amount of PLN.@&2 thousand, along with statutory interest.
On 17 July 2015 the Company received a copy oftipplementary opinion expert, which in all cases
had confirmed the position of PROCHEM S.A.
On 22 October 2015 the District Court in Warsaw,\Y0Commercial Division announced judgment
in the above matter, in which:
 from the principal action, jointly and severallp the Issuer and a member of the
consortium adjudged from PERN:
v' amount of PLN 35 086 589.26, with statutory ins¢rieom 23 March 2006 until
the date of payment;
v'amount of PLN 4 879 883.58, with statutory inteffesin 22 March 2006 until the
date of payment;
v' amount of PLN 126 400,4, with statutory interesif 16 January 2007 until the
date of payment.
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* inthe cross action, dismissed the action of PERf\edy.
The Issuer's share in the adjudged amount amowatsout 50%.
From the above judgment on 7 December 2015 PERgetbdn appeal. The term of consideration of
the appeal has not been set yet.

As of 30 June 2016 the Issuer presents the redes/diom PERN SA under guarantee deposits seized
during the execution of the contract worth PLN 4,8housand, which are the subject of a final exitint

of the contract and the proceedings which is pentiefore the Court. These receivables are not edver
by write-down. The remaining amount of principaiot, which falls on PROCHEM S.A. in the amount of
PLN 2,682 thousand was recognized as a contingset,abecause on reporting day did not meet all th
criteria for recognition as an asset in the undeding of IAS 37.

The value of this procedure exceeds 10% of theteqtiithe Capital Group.
Note No. 29 — Events after reporting date

On October 25, 2016 the Issuer signed a contrasalefof shares in the company Pro-Organika Spiro.o
the amount of 640 shares with a nominal value df BDO each, for a total amount of PLN 652 160. The
sale will take place in two packages: the saleepfic 280 shares in the amount of PLN 285,320 lnall
paid within 30 days from the date of conclusiorthaf contract, and for 360 shares for the amouRtLOf
366 840 within 120 days from date of conclusiothef contract.

Note No. 30 - Other explanatory notes to the intercondensed consolidated financial statements

Description of factors and events having a signditt impact on financial results in the current
reporting period

In the nine months of 2016 had an impact on théopmance of the Group a long-term contract
executed in Belarus. Description of events and tb@msequences are presented in the report for the
first half of 2016.

Factors which in the opinion of the issuer will haan impact on its financial performance in the
prospect of at least the subsequent quarter

The results in the next quarters will depend maonythe possibility of obtaining by the Issuer @&wn
contracts on sale of its services. Continuing afstaction and commercialization of office centestiim
Business Park in Warsaw will have big impact onréseilts of the Issuer.

Management Board’s position in relation to the pogbility of accomplishment of previously published
forecast of results for the given year, in the lighof results presented in the quarterly report withrespect
to the forecasted results

Company PROCHEM S.A. did not publish any foreca$tnancial results neither for the Company nor
for the PROCHEM S.A. Capital Group for 2016.

Information on granting surety of loan or borrowing or guarantee by the company or by its subsidiaryd
one entity or to its subsidiary, if the total valueof existing surety or guarantee is equivalent totdeast 10%
of the equity

In three quarters of 2016 the companies belongirige Capital Group did not grant any sureties and
guarantees to related entities.

Statement of changes in the shareholding of the issr or rights to them (options) by the managing pesons
and by the supervisory authorities of the issuer,@ording to issuer's knowledge since submission thfe
previous quarterly report

As at the date of the consolidated financial stat#s) in accordance with declarations receivesl, th
following Members of the Management Board and thpe®Bvisory Board hold shares of PROCHEM
S.A.:
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- Jarostaw Sfpniewski — 80,943 units

- Marek Kiersznicki — 70,393 units

- Krzysztof Marczak — 43,700 units

- Andrzej Karczykowski — 115,186 units

- Michat Suflida - 48,500 units along with persotated.

Since the date of publication of the previous reggbere was changes in the number of shares owned
by the members of the Supervisory Board.
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Financial Information of PROCHEN.A.

Unconsolidated statement of financial position
(all amounts in PLN thousands if not stated otheevi

Note As at As at
No. 30 September 2016 31 Decemb(_er 2_015
(under examination)
Assets
Non-current assets
Property, plant and equipment 1 1781 1542
Intangible assets 319 414
Shares in subsidiaries 2 10 162 10 162
Shares in the jointly-controlled entitieslaassociates 3 4620 4810
Deferred tax assets 5 067 1834
Other financial assets 5 36 837 36 326
Total non-current assets 58 786 55088
Current assets
Inventories 6 1993 5 247
Trade and other receivables 7 44 349 68 856
Other financial assets 8 198 3 569
Other assets 9 5797 7671
Cash and cash equivalents 1253 16 769
Total current assets 53590 102 112
Total assets 112 376 157 200
Equity and liabilities
Equity
Share capital 3895 3895
Revaluation reserve 863 859
Retained earnings 51103 78 521
Total equity 55 861 83275
Non-current liabilities
Non-current loans 10 6 974 -
Liabilities under retirement and similar béts 689 715
Other non-current liabilities 14 14
Total non-current liabilities 7677 729
Current liabilities
Current bank loans 11 6 000 9 024
Current borrowings 12 - 950
Trade payables 13 36421 47 154
Provisions for current income tax - 1361
Other liabilities 14 2 662 3670
Deferred income 15 3755 11 037
Total current liabilities 48 838 73 196
Total liabilities 56 515 73925
Total equity and liabilities 112 376 157 200
Weighted average number of ordinary shares (units) 3895000 3895000
Book value per one share (in PLN) 14.34 2138
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Unconsolidated profit and loss account
(all amounts in PLN thousands if not stated otlszyv

Period ended Period ended

Note No. 30 September2016 30 September

2015
Revenues from sales, including: 91 824 141 872
Revenues from sale of services 16 90 963 141 872
Revenues from sale of goods and materials 861 -
Cost of sales, including: -108 469 -128 954
Cost of services sold 17 -107 722 -128 954
Cost of merchandise and raw materials =747 -
Gross profit/(loss) on sales -16 645 12918
General and administrative expenses 17 -7 477 -6 278
Other operating income 18 947 288
Other operating expenses 19 -75 -1219
Results from operating activities -23 250 5710
Financial income 20 628 1896
Finance costs 21 -1 836 -902
Before tax profit -24 458 6 704
Income tax expense : -3 233 1427
- current tax 1 1916
- deferred tax -3234 -489
Profit for the period -21 225 5277
Weighted average number of ordinary shares (units) 3895 000 3895 000
Profit/diluted profit per one ordinary share (inN¥Pper one share) -5.45 1.35
Unconsolidated statement of comprehensive income
Profit for the period -21 225 5277
Other comprehensive income (net): 4 -245
Other comprehensive income that will be reclassifiedorofit or 4 245
loss:
Foreign exchange differences from the translaticthe entity
. 4 -245
operating abroad
Total comprehensive income -21221 5032
Weighted average number of ordinary shares (units) 3895000 3895000
Total comprehensive income per one ordinary sharel(N per 545 129

one share)
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the

period of nine months ended 30 September 2016

Unconsolidated statement of changes in equity
(all amounts in PLN thousands if not stated otheevi

Share capital Revaluation reserve

The reporting period from 1 January 2016 to 30 Sepmber 2016

Retained earnings Total equity

As at the beginning of the period (under

S 3895 859 78 521 83 275
examination)
Net loss of the given period - - -21 225 -21 225
Net other comprehensive income - 4 - 4
Total comprehensive income - 4 -21 225 -21 221
Payment of dividend - - -6 193 -6 193
As at the end of the period 3895 863 51103 55 861
The reporting period from 1 January 2015 to 30 Sepmber 2015
As at .the.beglnnlng of the period (under 3895 1261 73671 78 827
examination)
Net profit of the given period - - 5277 5277
Net other comprehensive income - -245 - -232
Total comprehensive income - -245 5277 5032
Payment of dividend -1363 -1 363
As at the end of the period 3895 1016 77 585 82 496
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the

period of nine months ended 30 September 2016

Unconsolidated statement of cash flows

For the period from 1 January 2016 to 30 June 2016
(all amounts in PLN thousands if not stated otheevi

Period ended

Period ended

Note No. 30 June 2016 30 September 2015

Cash flows - operating activities

Profit before tax -24 458 6 704
Total adjustments 14 256 -3768
Amortization and depreciation 17 684 745
Interest and profit sharing (dividends) -257 -1252
(Profit) on disposal of property, plant and equipme -18 -8
Change in provisions 175 -448
Change in inventories 3254 -3334
Change in receivables and other assets 22 26 817 -10 276
Change in current liabilities, except for borrowirsgel loans 22 -12 544 12 426
Other adjustments (including deferred income) 22 858 -1621
Cash provided by (used in) operating activities -10 202 2936
Income tax paid 1173 2011
Net cash provided by (used in) operating activities -11 375 925
Cash flows — investing activities

Inflows 102 8 816
Disposal of intangible assets and property, pladt a 37 4
equipment

Inflows from financial assets in related entitiesluding: 65 8812
- dividend received 65 1003
- repayment of loans granted - 6 558
- repayment of interest on loans granted } 1251
Outflows -731 -620
Acquisition of intangible assets and property, pkamd 731 -500
equipment

For financial assets in related entities, including } -120
- loans granted -120
Net cash provided by (used in) investing activities -629 8 196
Cash flows - financing activities

Proceeds from loans received - 3 000
Other proceeds 6 000 -
Dividend paid -6 187 -1361
Repayment of loans -3024 -3963
Interest and commission paid -301 -320
Net cash provided by (used in) financing activities -3512 -2 626
Total cash flows, net -15516 6 495
Cash and cash equivalents at the beginning of theepod 16 769 2962
Cash and cash equivalents at the end of the period 1253 9 457
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Interim condensed consolidated financial statementsf PROCHEM S.A. Capital Group as at and for the
period of nine months ended 30 September 2016

Approval of the financial statements

The consolidated financial statements of PROCHEM. Eapital Group for the period from 1 January
2016 to 30 September 2016 were approved for isgughb Management Board of Parent Entity
PROCHEM S.A. on 14 November 2016.

Signatures of the Members of the Management Board

14 November 2016 Jarostawgfmiewski  Chairman of the Board ...

date first namel @aarname position signature

14 November 2016 Marek Kiersznicki Vice @hman e,

date firshmaand surname position signature

14 November 2016 Krzysztof Marczak Vicetoman .

date first namel aarname position signature

Signature of the person responsible for bookkeeping

14 November 2016 Barbara Auginska-Sawicka Chief Accountant

date firshmaand surname ositon signature
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