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Selected financial data

Sales revenue and profit expressed in PLN andt#tersent of cash flows are translated into EURO at
the exchange rate set as the arithmetic mean chgeexchange rates announced by the Chairmase of th
National Bank of Poland on the last day of eachtinamd amount to:

» For the first quarter of 2018 - 4.1784 PLN/EDR

» For the first quarter of 2017 - 4.2891 PLN/EDR

Balance sheet data were translated at the averad@rmge rate announced by the Chairman of the
National Bank of Poland as at the date of finansfatements, which as at balance sheet date anmount

» 4.2085 PLN/EURO
» 4.1709 PLN/EURO

as at 31 March 2018
as at 31 December 2017

Selected financial data of the Capital Group of PRHEM S.A.

Description

Consolidated statement of profit and loss
Revenues from sale

Gross profit on sales

Results from operating activities
Before tax profit

Profit for the period assigned to:
Shareholders of the Parent Entity
Non-controlling interest

Profit/diluted profit per one share (in PLN/EUR@}signed
to shareholders of the parent entity

Consolidated 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 flow, net

Description

Consolidated statement of financial position

Reporting period ended
31 March

Reporting period ended
31 March

2018 2017

2018 2017

In PLN thousands

In EURO thousands

20 027 27 054
883 3555

-1 232 218
-898 -133
-973 939
-949 889
-24 50
-0.24 0.23
3472 105
-206 -169
-23 276 209
-20 010 145

As at

4793 6 308
211 829
-295 51
-215 -31
-233 219
-227 207
-6 12
-0.06 0.05
831 24
-49 -39
-5571 49
-4 789 34
As at

31 December

31 March 2018 2017

31 March 2018 31 December 2017

In PLN thousands

In EURO thousands

Total assets 127 583 156 824 30 316 37 600
Total non-current assets 82 681 82670 19 646 19 821
Total current assets 44 902 74 154 10 669 17779
Equity attributable to owners of the parent company 80 259 105 242 19071 25232
Non-controlling interest 6 500 6 524 1544 1564
Total equity 86 759 111 766 20 615 26 797
Total non-current liabilities 5089 4692 1209 1125
Total current liabilities 35735 40 366 8491 9678
Book value per one ordinary share (in PLN/EURO)grseil 20.61 27.02 4.90 6.48
to shareholders of the parent company

Weighted average number of shares (units) 389500 3895000 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 p#od of three
months ended 31 March 2018

Selected financial data of PROCHEM S.A.

Reporting period Reporting period

Description ended 31 March ended 31 March
In 2018 In 2017 In 2018 In 2017

In PLN thousands In EURO thousands
Separate statement of profit and loss
Revenues from sale 9854 8 452 2358 1971
Gross profit on sales -739 1542 -177 360
Results from operating activities -1 444 -211 -346 -49
Before tax profit -1 326 -255 -317 -59
Profit for the period -1 150 873 -275 204
E\ilr?thl_rﬁ];itIE/Sill?u(tZ?)d profit per one ordinary share -0.30 0.22 0.07 0.05
Statement of cash flows
Net cash provided by (used in) operating actisitie 3644 -1 130 872 -263
Net cash provided by (used in) investing actisitie -58 135 -14 31
Net cash provided by (used in) financing activities -16 516 1333 -3 953 311
Total cash flow, net -12 930 338 -3094 79

As at As at
31March 31Decembe 31March 31 Decembe
2018 2017 2018 2017

In PLN thousands In PLN thousands
Separate statement of financial position
Total assets 74 167 93512 17 623 22 4z
Total non-current assets 54 411 54 142 12 929 1298
Total current assets 19 756 39 370 4 694 943
Total equity 40 826 65 976 9701 15 81
Total non-current liabilities 8 951 1422 2127 34
Total current liabilities 24 390 26 114 5795 6 26
Baak value per one ordinary share 1048 16.94 2.49 40
\(/l\J/re]iltgsr;ted average number of ordinary shares 3895 000 3895 000 3895 000 3895 0(
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

Statement of the Management Board

Statement of the Management Board on the true andafr preparing of interim condensed
consolidated financial statements

In compliance with the requirements of the Regatabf the Minister of Finance dated 19 February®200
on current and periodic information provided byums of securities and the conditions for recognits
equivalent information required by the law of a ndlember State (Journal of Laws No 33, item 259, a
amended), the Management Board of PROCHEM S.A.adeslhereby, that according to their best
knowledge:

- interim condensed consolidated financial stateamefi PROCHEM S.A Capital Group and separate
financial statements for three months of 2018 andparable data were prepared according to
International Accounting Standard 34 ,Interim Fiogh Reporting”, which was adopted by European

Union and reflect financial position and propertjuation, as well as financial performance of
PROCHEM S.A. Group in a true, fair and clear way.

Vice President Viceesldent Presidafrthe Management Board
Krzysztof Marczak Marek Kierszic Jarostaw ¢pniewski

Warsaw, 25 May 2018
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

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

As at and for the period of three months ended
31 March 2018

Contents

Consolidated statement of financial position
Consolidated statement of profit and loss
Consolidated statement of comprehensive income

Consolidated statement of changes in equity

Consolidated statement of cash flows

Explanatory Notes to interim condensed codatdid financial statements as at and for the
perlod of three months ended 31March 2018.

7. Financial information of PROCHEM S.A.
Separate statement of financial position
Separate statement of profit and loss
Separate statement of comprehensive income
Separate statement of changes in equity

Separate statement of cash flows
8. Approval of financial statements
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

Consolidated statement of financial position
(all amounts in PLN thousands if not stated othsevi

Note No. As at As at
31 March 2018 31 December 2017
Assets audited
Non-current assets
Property, plant and equipment 1 22 196 22481
Intangible assets 215 242
Investment property 2 11 312 11 312
Shares 830 830
Shares valued using the equity method 3 36 4 26 139
Deferred tax assets 4 2883 2 953
Other financial assets 5 18 806 18 713
Total non-current assets 82 681 82670
Current assets
Inventories 6 3255 2222
Trade and other receivables 7 19 051 32236
Amounts due from customers under contracts 11474 8 415
Other assets 9 2 317 2 466
Cash and cash equivalents 8 805 28 815
Total current assets 44 902 74 154
Total assets 127 583 156 824
Equity and liabilities
Equity
Share capital 10 3895 3895
Own shares 10 -960 -
Revaluation reserve 11521 11521
Retained earnings 65 803 89 826
Equity assigned to shareholders of the Parent Entity 80 259 105 242
Non-controlling interest 6 500 6 524
Total equity 86 759 111 766
Non-current liabilities
Non-current bank loans 11 491 141
Provision to deferred income tax 4 2 460 2 457
Provision to retirement and similar benefits 1712 1712
Other non-current liabilities 426 382
Total non-current liabilities 5089 4692
Current liabilities
Bank loans 11 2 622 2233
Trade payables 12 18 762 27018
Amounts in favour of customers under corigrac 13 7 168 1913
Liabilities under current income tax - 6
Other liabilities 14 6 859 8 872
Deferred income 324 324
Total current liabilities 35735 40 366
Total liabilities 40 824 45 058
Total equity and liabilities 127 583 156 824
Weighted average number of ordinary shares (units) 3 895000 3 895000
Book value per one share (in PLN) — assigned toesinddlers of the Parent
Entity 20.61 27.02
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three

months ended 31 March 2018

Explanatory notes to interim condensed consolidfitehcial statements constitute the integral freateof.

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

Note Period ended Period ended
No. 31 March 2018 31 March 2017
Revenues from sale, including: 20 027 27 054
Revenues from sale of services 15 20 020 27 042
Revenues from sale of goods and materials 7 12
Cost of sales, including : -19 144 -23 499
Cost of services sold 16 -19 137 -23 489
Cost of merchandise and raw materials -7 -10
Gross profit on sales 883 3555
General and administrative expenses 16 -3 567 -3 465
Other operating income 17 1468 140
Other operating expenses 18 -16 -12
Results from operating activities -1232 218
Financial income 19 143 161
Finance expenses 20 -109 -247
Profit sharing in entities valued using the equitythod 300 -265
Before tax profit -898 -133
Income tax 75 -1072
- current tax 1 49
- deferred tax 74 -1121
Profit for the period -973 939
Profit for the period assigned to :
Shareholders of the Parent Entity -949 889
Non-controlling interest -24 50
Profit/diluted profit (in PLN per one share) assdrto owners of the Parent
Entity -0.24 0.23
Consolidated statement of comprehensive income
Profit for the period 973 939
Other comprehensive income (net): - -
Total comprehensive income -973 939
Total comprehensive income assigned to :
Shareholders of the Parent Entity -949 889
Non-controlling interest 50 50
Weighted average number of ordinary shares 3895 00! 3 895 001
Total comprehensive incqme per ordinary share I(iN Per share)assigned t 024 0.23
owners of the Parent Entity.
Explanatory notes to interim condensed consolidfibeghcial statements constitute the integral freeteof.
Prochem S.A. Capital Group
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

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

Equity assigned Equity assigned
Share Own Revaluation Retained to shareholders to non- Total equi
capital shares reserve earnings of the Parent controlling quity
Entity interest
Reporting period from 1 January 2018 to 31March 218
As at the beginning of
the period (audited) 3895 - 11521 89 826 105 242 6 524 111 766
Net profit of the given
period -949 -949 -24 -973
Other comprehensive ) ) ) ) ) ) )
income (net)
Total comprehensive ) ) ) -949 -949 24 973
income
Own shares purchased for
redemption - -960 - -23 040 -24 000 - -24 000
Other changes - - -34 -34 - -34
S:r;t;he end of the 3895  -960 11521 65 803 80 259 6500 86759
Equity . .
Share Revaluation Retained shZ?:Ec?lgg rtso of Equ;gy izsr;lg e Total equity
capital reserve earnings controlling q
the Parent interest
Entity

Reporting period from 1 January 2017 to 31 March R17
As at the beginning of the period (audited) 3895 12 146 72 542 88 583 6 448 95 031
Prior period error adjustment - -388 -388 - -388
As at the beginning of_ _the period after bringing 3895 12 146 72 154 88 195 6 448 94 643
the data to comparability
Net profit of the given period 889 889 50 939
Other comprehensive income (net) - - - - - -
Total comprehensive income - - 889 889 50 939
Other changes - -54 -36 -90 920 -
As at the end of the period 3895 12092 73395 89 382 6 588 95 970

Explanatory notes to interim condensed consolidfitehcial statements constitute the integral freateof.
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

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

Note No. Period ended Period ended
31 March 2018 31 March 2017
Cash flows — operating activities
Before tax profit -898 -133
Total adjustments 4377 291
Share in profit in entities valued using #guity method -300 265
Amortization and depreciation 518 532
Interest and profit sharing (dividends) 011 -48
Gain on disposal of property, plant andigepent - -7
Change in provisions -82 -574
Change in inventories 6 -1 033 1179
Change in receivables and other assets 7 2730 13741
Change in current liabilities, except foarhe and borrowings 12 -10 231 -14 214
Other adjustments (including change in defémcome) 5273 -583
Cash provided by (used in) operating activities 3479 -158
Income tax paid 7 -53
Net cash provided by (used in) operating activities 3472 105
Cash flows — investing activities
Inflows - 10
Disposal of intangible assets and propetdntpand equipment - 10
Outflows -206 -179
Acquisition of intangible assets and propeptgnt and equipment -206 -179
Net cash provided by (used in) investing activities -206 -169
Cash flows — financing activities
Inflows 960 1404
Bank loans 960 1404
Outflows -24 236 -1195
Own shares -24 000 -
Repayment of bank loans -140 -1 086
Payment of liabilities under finance leageeement -44 -
Interest -52 -109
Net cash provided by (used in) financing activities -23 276 209
Total cash flows, net -20 010 145
Cash and cash equivalents at the beginning of theepod 28 815 3783
Cash and cash equivalents at the end of the period 8 805 3928

Explanatory notes to interim condensed consolidfitehcial statements constitute the integral freateof.
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

Explanatory notes to interim condensed consolidatefinancial statements

1. Establishment of the Parent Entity and principal adivity

Company PROCHEM S.A.(hereinafter called ,Prochey@mpany”, ,Issuer” or ,Parent Company”) seated
in Warsaw, 95 topusaaka Street. The company is registered in the Nati@ourt Register (KRS) by the
District Court for the Capital City Warsaw, XIlI @wnercial Department of the National Court Registader
KRS number 0000019753. Principal activity accorditag Polish Business Classification (PKD 2007)
determines symbol 71127 — engineering activitied eslated technical consulting. According to Warsaw
Stock Exchange classification PROCHEM belongs tastroction sector. PROCHEM S.A. is a Parent
Company of the Capital Group and prepares condeltiddinancial statements. PROCHEM S.A. was
established through transformation of a state-oweederprise under the name of Przebisirstwo
Projektowania | Realizacji Inwestycji Przemystu @tieznego ,,Prochem”. The notarial deed and Company’s
Statutes were signed on 1 October 1991. Duratidgheo€ompany is unlimited.

In 2013 the Company commenced implementation adstmaent project ,Turnkey construction of system fo
the production of highly purified paraffin, oilsjldricant and cooling greases and model compountistiagé
expansion of power complex in Belarus.” Therefdoe, the period of implementation of the project the
Representation Office was established. Term ofatttivity of the Representation Office was proledgintil

29 July 2019.

2. The Management Board and Supervisory Authorities othe Parent Entity

As at the date of preparation hereby of financtatesnents the Management Board of PROCHEM S.A.
comprises of the following persons:

Jarostaw tniewski - President of the Management Board
Marek Kiersznicki - Vice Presitt of the Management Board
Krzysztof Marczak - Vice Presitlef the Management Board

In the first quarter of 2018 there were no changes®mposition of the Management Board.

As at the date of the interim condensed consoliiti@ncial statements the Supervisory Board coseprihe
following persons:

¢ Marek Garliaski

«  Karol Zbikowski

« Andrzej Karczykowski
»  Krzysztof Obtgj

e Marcin Redzinski

In the first quarter of 2018 there were no change®mposition of the Supervisory Board.

3. Employment

Average employment in the Capital Group of PROCHBeKthe first quarter of 2018 was 386 FTEs, and for
the first quarter of 2017 416 FTEs.

Level of employment in the Capital Group of PROCHEM 31March 2018 in persons was 383, and on
31 March 2017 422.

4. Description of the Capital Group's organization, with the indication of entities subject to
consolidation

PROCHEM S.A. Capital Group (hereinafter referredso,Capital Group”, ,,Group”), in addition to theta
of the Parent Company comprises the following slibges directly and indirectly:

Prochem S.A. Capital Group
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

Subsidiaries covered by full consolidation:

¢ Prochem Inwestycje Sp. z 0. 0. seated in Warsambsidiary directly (100.0%);

¢« PRO-INHUT Sp. z 0. 0. seated inlrowa Gornicza — subsidiary indirectly (93.2%);

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

* Prochem Zachdd Sp. z 0. o. seated in Warsaw —diahsindirectly (80.0%);

e ELPRO Sp. z 0. 0. seated in Krakow — subsidiaryréntly (92.7%, including 85.4% share in the 50%
share of ElektromonzaKrakow);

« Elmont Inwestycje Sp. z 0. 0. seated in Krakowbstdiary indirectly (92.7%, including 85.4% share
the 50% share of Elektromout&rakow);

« Elektromonta Krakow S.A. seated in Krakow — subsidiary indile¢85.4%), including 73.0% share in
capital and voting right belongs to company Prochiwestycje subsidiary in 100%. Company
Elektromonta Krakéw S.A. prepares consolidated financial st&tetsy which comprises data of
subsidiary in 100% : ELMONT-POMIARY Sp. z o. o. ss=hin Krakow and two associated companies
ELPRO Sp. z 0. 0. and Elmont-Inwestycje Sp. zp. 0

* |IRYD Sp. z 0. 0. seated in Warsaw — subsidiaryreadly in 100%;

« ATUTOR Integracja Cyfrowa Sp. z 0. 0. seated in ¥8ar — subsidiary indirectly (87.3% of share holds
company Prochem Inwestycje Sp. z 0. 0. subsidiafy00%);

e« Prochem RPI Sp. z 0. 0. seated in Warsaw — sapgidi 100% (including 3.3% of share in capital and
voting right belongs to company Prochem Inwestycje)

Jointly-controlled entities and associated entitiglsied using the equity method:

¢ ITEL Sp. z 0. 0. seated in Gdynia — 42.0% of sl{a87% of share in voting right and capitals bekng
directly to Prochem S.A., and 23.3% belongs to Reat RPI Sp. z 0. 0. subsidiary in 100%);
¢ Irydion Sp. z 0. 0. seated in Warsaw — 50% of share

Consolidated subsidiaries were included in the aclisested financial statements from the date ofudalg the
control until the date of loss of control by therétda Company, and the jointly-controlled entitiasda
associated entities from the date of exercisingpait control and of exertion significant influesmc

Company Predom Projektowanie Sp. z 0. o. was e&dlulom consolidation. The company has not
commenced activities. Value of shares was includélde impairment losses.

1. Adopted accounting principles
Principle of presentation and statement of compice

Interim condensed consolidated financial statemehtPROCHEM S.A. Capital Group for three months of
2018 was prepared according to IAS 34 “Interim RE&pg”, in the shape it was approved by Europeaiohin
and in accordance with Minister of Finance Regatatof 19 February 2009 on current and periodic
information provided by issuers of securities andditions for recognition as equivalent requiredtivy law

of a non-Member State (Official Journal from 2008.183, item 259 with further amendments).The interi
condensed consolidated financial statements docaotain the information and disclosures required fo
complete financial statements and should be regethter with the financial statements for the finahgear
ended 31 December 2017.

The hereby interim condensed consolidated finarstialements of PROCHEM S.A. Capital Group, was
prepared assuming a going concern in foreseeatleefu

The duration of the activities of the individualitsrwithin the Group is not limited.

Financial statements of all the subsidiaries weepared for the same reporting period as finarstéements
of the Parent Entity, using consistent accountiolicies.

Prochem S.A. Capital Group
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

The financial year of the Parent Company and comegdrelonging to the Group is the calendar year.

Seasonality

Operational activity of the Parent Entity and comnipa from the Group does not have seasonal chaiute

is not subject to cyclic trends, except for thensegt of the general contracting and rental of gosbn
equipment, which are characterized by a seasonalitich in a large extent depends on weatheritond.
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 prepiaased on the principle of the historical cosgrafsrom:
« land buildings and construction measured at redaduount,
* investment properties and investment propertiggagress measured at fair value.

Significant accounting policies and changes in IFRS

In preparing of the interim condensed consoliddtadncial statements hereby, were applied the same
accounting principles and the same calculation adshwhich were applied in the consolidated findncia
statements of PROCHEM S.A. Capital Group for tharynded 31 December 2017.

New standards, interpretations and changes in pshid IFRS

A number of new standards, amendments to standardsinterpretations are not effective yet for amnua
periods ended 31 December 2017 and they have ot &gplied in the consolidated financial statements
except for the adopted new standards IFRS 15 - iRevérom Contracts with Customers and IFRS 9 —
Financial Instruments, which were described below.

The Group retrospectively applied the IFRS 15 aRrRS 9 standards with effect from 1 January 2018.
According to the option allowed by the standaré, @roup resigned from restating of comparable. d2asa

as at 31 December 2017 as well as for the firsttguaf 2017 were prepared based on IAS 39, IASASB
IAS 11.

The previously applied selected accounting prirsph the scope of sales revenues (IAS 18, IASaht)
financial instruments (IAS 39) were disclosed ia fimancial statements for 2017.

IFRS 15

The Group applies the principles of IFRS 15 takimtg account the assumptions adopted in this mddes
model assumes that revenue should be recognized (@nen the extent in which) the entity transféne
control over the goods or services to the custoarad, in the amount, to which entity expects to ibled.
Depending on the meeting of determined critehia,revenues:

- are distributed over time in a way that refletis implementation of the contract by the entityfamwhich
entity expects to be entitled.

- are recognized once, in such a time when the@omter the goods or services is transferred éoctistomer.
The analysis made by the Group did not show theaghpf the application of IFRS 15 on the financial
statements prepared in previous years.

IFRS 9

At the moment of initial recognition, financial ats should be classified into one of three categori
« financial assets measured at amortized cost;

« financial assets measured at fair value througfitpr loss; or

« financial assets measured at fair value throdghraomprehensive income.

Prochem S.A. Capital Group
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

The Group qualifies financial assets to the appatgrcategory depending on the business modehahéial
assets management and the characteristics of ctugtaash flows for a given financial asset.

Component of financial assets is classified in® tategory of measured on initial recognition absired
cost if the following two conditions are met:
. the assets are held within a business model whlgieetive is to hold assets in order to collect
contractual cash flows; and
. its contractual terms give rinse on specifieceddb cash flows are solely payments of principdl a
interest on the principal outstanding.

Component of financial assets is classified inte ttategory of measured at fair value through other
comprehensive income:
« the Group’s objective is to hold assets in ordeh o receive cash flows from the contracts as el
their selling,
* its contractual terms give rise on specified détesash flows that are solely payments of principal
and interest on the principal outstanding.

Other financial assets are measured at fair valoaigh profit or loss for the current period.

The impact of the implementation of IFRS 9 on thange in the classification of financial assetati
January 2018 is presented below.

Classes of financial instruments Classification under IAS 39 Classification under IFRS 9

Financial assets available for sale Availablestle Measured at fair value through profit
or loss

Security deposits from contracts for Loans and receivables Measured at amortized cost

construction

Trade and other receivables Loans and receivables Measured at amortized cost

Loans granted Loans and receivables Measuredatiaed cost

Derivative financial instruments not Financial assets measured at fair ~ Measured at fair value through profit
covered by hedge accounting value through profit or loss or loss

Cash and cash equivalents Loans and receivables asuvbl at amortized cost
IFRS 9 did not introduce changes to the classificatf financial liabilities.

In the scope of hedge accounting, the Group hasdekbcto continue the existing measurement and
classification methods.

IFRS 9 introduces a new approach to estimatingrtipairment of financial assets. Currently, the impant
model is based on the calculation of expected foaseopposed to the model resulting from IAS 39¢ckvh
was based on the concept of losses incurred.

To estimate the expected credit losses in reldtidrade receivables, the Group applied the simeglimethod
allowed by IFRS 9. For the purpose of estimatiregdkpected credit loss, the Group uses the progsiatio,
which takes into account historical data.

Taking into account the above calculation methoglpltor expected credit losses, the value of reddesm
may also be updated individually in case if in ihdividual assessment of the Management Boardiskeof

non-recoverability is significant, in particularielation to:

- receivables from contractors placed in liquidatiw bankruptcy

- receivables contested by debtors and such rdilevdrom debtor, payments of which are in arrears
according to assessment of property and finantiatson of the debtor the payment of contracteakivable
is burdened with significant risk.

Prochem S.A. Capital Group
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

As a result of individual analysis, in case whespike significant overdue of receivables, the Grbag a
credible declaration of the contractor's paymér#,dreation of a write-off may be suspended.

The implementation of IFRS 9 did not significardlfifect the amounts of write-downs as at 31 March328s
well as at 1 January 2018. Due to the fact that#heulated amount of impairment allowance as Jruary
2018 in accordance with the adopted model of ergectedit losses did not significantly differ frottme
amounts already recognized in the financial statésngs at December 31, 2017, the Company took &atyan
of possibilities provided by in IFRS 9 and irsu# did not make restatement of the data of egpkgiods,
and because of that an adjustment was not madeeohitial balance of the Company's retained egsiin
under the implementation of this IFRS.

The company has not decided to apply the followitgndards and amendments to standards that hane bee
published and endorsed in the EU, but have noentdred into force and will introduce them on tlagedof
adoption.

Changes in estimates

In the applied accounting principles the greataghificance, besides accounting estimates, has 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 the daresng
Board best knowledge in relation to current andriitevents and actions in particular areas of iactiVhey
relate to the valuation of pension benefits, assgdbe stage of execution, and the profitabilifyang-term
contracts (gross margin).

Transactions in foreign currencies

Transactions in foreign currencies are initiallgagnized at the exchange rate of the NBP effectvat

the transaction date. Balance sheet items of assetdiabilities expressed in foreign currencies ar
measured at the average NBP exchange rate in &britee balance sheet date. Gains and losses arising
from the settlement of such transactions and aagryalue of assets and liabilities expressed igifor
currencies are recognized in the statement oftganfl loss

Functional currency and presentation currency ofrfancial statements

Consolidated financial statements of the Grouprésgnted in Polish Zloty (‘zloty’ or ‘PLN’), whicks the
reporting currency of the Group, and the functianatency of the Parent Entity.

6. Restatement of financial statements

On January 1, 2017 the Group made an adjustmehedérror resulting from the lack of deferred taxthe
revenues determined from the valuation of long-teomtracts.

The following table shows adjustments in the cods¢éd statement of financial position and consdéd
income statement for the comparable periods.

. 1
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three

months ended 31 March 2018

Consolidated statement of financial position as 881 March 2017 - restated

(all amounts in PLN thousands if not stated otheswis

31 March 2017

31 March 2017

Assets adjustment restated
Non-current assets
Deferred tax assets 6 221 -388 5833
Total non-current assets 83 399 -388 83011
Total assets 145 204 -388 144 816
Equity and liabilities
Equity
Retained earnings 72612 -388 72224
Owner’s equity 88 599 -388 88 211
Total equity 95 187 -388 94 799
Total equity and liabilities 145 204 -388 144 816
Consolidated statement of profit and loss
from 1 January 2017 to 31 March 2017
(all amounts in PLN thousands if not stated otheevi
31 March 2017 . 31 March 2017
adjustment
restated
Before tax profit -133 - -133
Income tax : -289 -783 -1 072
- current tax 49 - 49
- deferred tax -338 -783 -1121
Profit for the period 156 783 939
7. Explanatory notes to interim condensed consolided financial statement
as at and for the period ended 31 March 2018
Note No. 1 — Property, plant and equipment
As at As at
31 March 2018 31 December 2017
Property, plant and equipment, including: 215953 22 000
- land 4182 4208
- buildings, premises and civil engineeringeui 14 949 15152
- machinery and equipment 512 544
- vehicles 1042 1125
- other PPE 910 971
Construction under progress 601 481
Total property, plant and equipment 22 196 22 481
. As at As at
PPE — ownership structure 31 March 2018 31 December 2017
a) own 9973 10 258
b) used under rental, lease or other agreememading: 12 223 12 223
- lease 692 692
- outlays on PPE not owned 10979 10979
- value of the right of perpetual usufruct 552 552
Total carrying amount of PPE 22 196 22481
Prochem S.A. Capital Group
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three

months ended 31 March 2018

In pursuance to the agreement dated July 23, 20845roup leases property consisting of 3 bogdiwith a
total area of 6 227.5 square m on a plot of 3,3fifae m located in Warsaw at Emilia Plater 18 $ined
Hoza 76/78 Street. The duration of the contract igers from the date of signing the contract.

Land, buildings and constructions are carried &hlteed amount, being its fair value at the datethef

revaluation, set by experts, less any subsequeninadated depreciation, and subsequent accumulated
impairment losses. Pursuant to the Accounting Rdidopted by the Group, fair value is measured with

sufficient frequency so that the carrying amoumd rtbt significantly differ from fair value, wherenot less

frequently than once every two years

Carrying amount as at 31 March 2018 does not sogmifly differ from fair value. The measuremenftait

value as at 31 December 2017 was made by the indepevaluators not associated with the Group. The

valuators have the right qualifications to carryt aluations of land, buildings and structureswesl as
current experience in such valuations in locatiwshere are located assets of the Group. Valuatiaocagied
out by reference to the market transaction piricesimilar assets.

Changes in PPE

Change in PPE for the period Change in PPE for the period

from 1 January 2018
to 31 March 2018

from 1 January 2017
to 31 December 2017

Gross value - as at opening balance sheet 39537 38576
increase (due to) 189 1616
- acquisition 189 1616
decrease (due to) -1 -655
- disposal of PPE - -221
- liquidation of PPE -1 -434
Gross value as at closing balance sheet 39725 39 537
Depreciation and impairment
Accumulated depreciation — as at opening balance sat 16 899 15 706
- increase (depreciation for the period) 474 1834
- decrease due to disposal - -217
- decrease due to liquidation -1 -424
Accumulated depreciation — as at closing balance sbt 17 372 16 899
Impairment of non-current assets -157 -157
PPE net value — as at closing balance sheet 22 196 22481
Note No. 2 — Investment property
As at As at
31 March 2018 31 December 2017
Property under construction 1128 1128
Buildings and constructions 5917 5917
Land 4 267 4 267
12 747 11 312

Total investment property

Prochem S.A. Capital Group
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Interim condensed consolidated financial statementsf Prochem S.A.
months ended 31 March 2018

Investment properties by titl

Investment property — land

Capital Group as at and for the p#od of three

Change in investment

property for the period

from 1 January 2018
to 31 March 2018

Change in investment
property for the period
from 1 January 2017
to 31 December 2017

As at opening balance sheet 4 267 5 352
- increase due to transfer from PPE - -
- decrease due to disposal of property - -1 085
As at closing balance sheet 4 267 4 267
Investment property under construction

As at opening balance sheet 1128 1128
- change due to:

a) increase due to acquisition - -
As at closing balance sheet 1128 1128
Property - buildings and constructions

As at opening balance sheet 5917 6 270
- change due to: - -353
a) increase due to disposal - -353
As at closing balance sheet 5917 5917
Total investment properties by titles — net as atdlance sheet date 11 312 11 312

Pursuant to the Accounting Policy adopted by theu@r fair value is measured with sufficient frequeso
that the carrying amount did not significantly difffrom fair value, wherein not less frequentlgrtronce

every two years

Carrying amount as at 31 March 2018 does not sigmifly differ from fair value. The measuremenfait

value as at 31 December 2017 was made by the indepevaluators not associated with the Group. The

valuators have the right qualifications to carryt galuations of land, buildings and structureswal as
current experience in such valuations in locatiwhsre are located assets of the Group. Valuatemacarried
out by reference to the market transaction prioesifmilar assets.

Details concerning investment property and infoiamabn the hierarchy of fair values as at 31Mar¢h&

Level 1

Level 2 Level 3

Fair value as at 31

March 2018
In PLN In PLN In PLN
thousands thousands thousands In PLN thousands
Investment property _ - 11312 T30

There were no displacements between the lev@sfd 3 in the first quarter of 2018.

Note No. 3 — Shares value using the equity method

As at

31 December 2017

- Shares — net value
- Write-downs of shares
Shares, gross value

As at
31 March 2018
26 439
1011
27 450

26 139
1011
27 150

Prochem S.A. Capital Group
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Interim condensed consolidated financial statementsf Prochem S.A.

months ended 31 March 2018

Capital Group as at and for the p#od of three

Change in shares valued using the equity method 31 M/;fc?]t2017 31 Dzechmber
a) as at the beginning of the period 26 139 22 678
- shares at cost 26 139 22 678
b) changes (due to) 300 3461
- share in the current year result 300 3461
As at the end of the period, net value 26 439 26 139
d) write-down 1011 1011
As at the end of the period gross value 27 450 27 150

Note No. 4 — Deferred income tax

Changes in the values of provisions and deferrednie tax assets for the first quarter of 2017 hoava in

the table below.

Deferred income tax assets

As at
31 March 2018

As at
31 December 2017

As at the beginning of the period 6073 8 890
Increase 1875 2045
Decrease -1 656 -4 862
As at the end of the period 6 292 6 073
As at As at
Provision for deferred income tax 31 March 2018 31 December 2017
As at the beginning of the period 5577 5747
Increase 809 2218
Decrease -517 -2 388
As at the end of the period 5 869 5577
As at As at
31 March 2018 31 December 2017
Deferred income tax assets 6 292 6 073
Provision for deferred income tax -5 869 -5 577
Surplus of deferred income tax asset 423 496
Presentation in the statement of financial position 31 M/:c?]tzms 31 DecAe?n?Jter 2017
Deferred income tax assets 2883 2 953
Provision for deferred income tax -2 460 -2457
Surplus of deferred income tax asset 423 496
Note No. 5 — Other financial assets
As at As at
31 March 2018 31 December 2017
a) from jointly-controlled entities 18 806 18 713
- borrowings 18 806 18 713
Total other financial assets 18 806 18 713
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

Loans granted — as at 31March 2018

« Loans granted to jointly-controlled company Irydgm z 0. 0. seated in Warsaw:

- Inthe amount of PLN 12 165 thousand, includingoant of the loan PLN 11 000 thousand, accrued
interest as at balance sheet day amounts to PLB5ltHousand. The interest rate is set annually
according to WIBOR 6M rate, repayment date 22 Sepér 2031;

- In the amount of PLN 6 641thousand, including: amaf the loans PLN 6 000 thousand, accrued
interest as at balance sheet day amounts to PILINh&isand. The interest rate is set at fixed ohte
3% per year, repayment date 22 September 2031.

Increase:
< Accrued interest on loans granted in the amouLdf 93 thousand.

Loans granted — as at 31 December 2017
« Loans granted to company IRYDION Sp. z 0. 0. seBt&tlarsaw :
- in the amount of PLN 12 117 thousand, includiamgount of the loan PLN 11 000 thousand, accrued
interest PLN 1 117 thousand. The interest rateti@snually according to WIBOR 6M rate, repayment
date of the loan with interest 22 September 2031.
- In the amount of PLN6 596 thousand, including: amaf the loans PLN 6 000 thousand, accrued
interest as at the balance sheet day amounts toS@BNhousand. The interest rate is set at fixezl ra
of 3% per year, repayment date of the loan witbrast 22 September 2031.

Note No. 6 — Inventories

As at As at
31 March 2018 31 December 2017
Materials 2 678 2 092
Semi-finished products and work-in-process 577 130
Total inventories 3255 2222
Write-downs of inventories 575 575
Note No. 7 — Trade and other receivables
As at As at
31 March 2018 31 December 2017
Trade receivables, including: 21324 34182
Write-down of trade receivables -5 397 -5 508
Trade receivables, net 15927 28674
including:
- with repayment period up to 12 months 11 937 26 161
- with repayment period over 12 months 3990 2513
Receivables from taxes, subsidies, custom dutiescal and health 774 864
insurance and other benefits
Other receivables 2746 3094
Write-downs of other receivables -396 -396
Net other receivables 2350 2698
Total receivables, net 19 051 32 236
. .. As at As at

Trade and other receivables from related entities 31 March 2018 31 December 2017

- trade receivables from jointly-controlled iées 581 6 957

- other from jointly-controlled entities 86¢€ 946
Total current trade and other receivables from relaed entities, net 1 447 7 903

Write-downs of receivables from related entities - -

. 1
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

Total current trade and other receivables from related entities, gross 1 447 7 903

Change in write-downs of trade and other receivabke 31 Mgfc%tzms 31 Dec/:q?)ter 2017
As at the beginning of the period 5904 5851
a) increase (due to) - 380
- write downs of receivables - 380
b) decrease (due to) 111 327
- payments received 1 60
- the use of write-downs created in the previpeisods - 1
- resolving of write-downs 1 266
Write -downs of trade and other receivables 5793 5904

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

Note No. 8 — Other assets

Other assets by type : 31 March 2018 31 Decomber 2017

a) prepayments 2317 2 466
- cost of property and personal insurance 24¢ 350
- software maintenance costs 361 540
- subscriptions 13 18
- deferred costs 1 68¢ 1555
- other 11 3

Total other assets 2 317 2 466

The item -other prepayments - comprises the valuation of contracts for cargton services that are in
progress at the balance sheet date.

Note No. 10 — Share capital

SHARE CAPITAL (THE STRUCTURE
Series / .
o 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
Founding inscribed 3 votes per 1 share 580 580| Cash 23July1991 10ctober1991]
Founding inscribed - 6 816 6 816| Cash 23July1991 10ctober1991]
Founding bearer - 1810 104 1810104 Cash 23July1991 10ctober1991]
B inscribed - 750 750 Cash 29July19938 1January1993
B bearer - 681 750 681 750 Cash 29July19938 1January1993
20 April
C bearer j 530 000 530000 Cash 1994 1January1994
5 Septembe
D bearer ) 865 000 865000 Cash 1994 1January1994
Total number of
shares 3895 004
Total share capital 3895 004
Nominal value of 1 share = PLN 1.00
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Interim condensed consolidated financial statementsf Prochem S.A. Capital Group as at and for the p#od of three
months ended 31 March 2018

The share capital of the Parent Company amourR kb3 895 thousand and is divided into 3 895 (fres
with the nominal value of PLN 1 each. The numbeslofres did not change with comparison to as at 31
December 2017.

Total number of votes from all shares is 3 896 160.

Changing the rights from the issuer's securities

According to the information held by the Group la date of this report the following shareholdewl Fat
least 5% of votes at the general meeting of shédels

Number of % of votes
Number of in total % of share
Name of the shareholder shares held .
- votes number of capital
(in pcs)
votes
1. Steven Tappan 698 656 698 656 17.93 17.94
2. Otwarty Fundusz Emerytalny PZU ,Zlota J&sie 387 521 387 521 9.95 9.95
3. Funds managed by Esaliens TFI including:
- Esaliens Parasol FIO 354 525 354 525 9.10 9.10
- Esaliens Akcji Skoncentrowany FIZ
4. Andrzej Karczykowski 201 882 201 882 5.18 5.18

In the period from the publication of the annugdae for 2017, the Group did not obtain any infotima
about the change in the shareholding.

The company PROCHEM S.A. holds 960,000 own shaneshpsed within an offer to purchase own shares
for the purpose of redeeming no more than 960,0@0es of the Company with a nominal value of PLN 1
each which was announced under the ResolutiomNé the Extraordinary Meeting of January 26, 2048

the Company on February 28, 2018. The transacfipurchase of own shares for redemption was settted
March 21, 2018. These shares constitute 24.65%efshare capital of the Company and correspond to
960,000 votes at the General Meeting of the Compwaych constitutes 24.64% of votes at the General
Meeting. As a result of their redemption, therd i changes in the proportions of shares heldibyekisting
shareholders.

As at As at
Note No. 11 — Bank loans 31 March 2018 31 December 2017
- current bank loans 2622 2233
- non-current bank loans 491 141
Total loans 3113 2374
Bank loans
Amount of the Amount of
Name of the Registered loan according | the loan to
gis to agreement be repaid Terms of interest Repayment date Collateral
bank office ; :
(in PLN (in PLN
thousands) thousands)
By Prochem S.A.
5000 WIBOR for O/N 30 November Promissory note in
mBank SA Warsaw Credit in - deposits in PLN + 2018 blank, judicial lien
overdraft margin on shares
By Elektromonta Krakéw SA
, WIEOR for 1-mont NS 9o
ING BankSlaski Krakow 2500 1662 deposits in PLN+ 19November2018§ on real estate
margin
WIBOR for 1- month Mortgage up to
Deutsche Bank Krakow 500 488 deposits in PLN+ 15 July 2018 PLN 2 250 thousang
margin on real estate
By Atutor Integracja Cyfrowa Sp. z 0. o.
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Granting the bank g
power of attorney
for collection
and for the

. . repayment from the
Bank I\S/I|’Il‘enn|um Warsaw 150 - WISuOsRn}arrz;i)r?th Not applicable accounts, and
o authorization for the
blocking the funds
in the case when
loan is not repaid in

time
By Pro-Inhut Sp. z 0. o.
Dabrowa 4r2 WIBOR 1 month
ING BankSlaski G?’Jrn'c a Credit in 472 lUS marain 8 December 2018 No collateral
¢z overdraft piu g
1 WIBOR for 1-
ING BSTSIQSKI (I:B)g?r:i(::v;lg 500 491 month deposits in 17 May 2019 lack
o PLN + margin
Note No. 12 — Trade payables
As at As at
31 March 2018 31 December 2017
a) to associated entities and to jointly-controbadities - 10 10
- from supplies and services, with maturityiqe: 10 10
- up to 12 months 10 10
b) to other entities - 18 752 27 008
- from supplies and services, with maturityiqe: 18 752 27 008
- up to 12 months 14 396 22416
- above 12 months 4 356 4592
Total trade payables 18 762 27018
Note No. 13 — Amounts due to customers under loagzt contracts
As at As at
31 March 2018 31 December 2017
Advances and prepayments received 6 063 958
Amounts due to the ordering parties under long-teomntracts 1105 955
Amounts due to customers under long-term contracts 7168 1913

Disclosures specified in IFRS15 are presenteddriahle below.

Description 31 March 2018 31 December
2017

(in PLN (in PLN

thousands) thousands)
Value of revenues according to contracts 280 035 9
Value of revenues invoiced 182 924 179 418
Planned liabilities under the performance| of 266 497 210 153
contracts
Realized contractual obligations 185 993 180 945
Amounts due from customers 10 107 8 805
Amounts due to suppliers 7 168 1913
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months ended 31 March 2018

Note No. 14 — Other liabilities

As at As at
31 March 2018 31 December 2017
a) to other entities 3169 4473
- due to taxes, duties, insurance and otbeefits 1566 3337
- due to remuneration 424 399
-other (by type) 1179 737
« liabilities to employees 19 51
< liabilities to shareholders 28 16
e liabilities under lease agreement 272 625
e other liabilities 860 45
b) other short-term provisions 2 402 4 399
- provision for costs related to long-term contsac 123 477
- provision for costs (movable part of salary, ttacts of mandate) 510 2143
- cost of audit 72 69
- short-term provision for retirement benefits 433 328
- provision for unused annual leaves 1264 1382
Total other liabilities 5571 8 872
Liabilities under lease
L Future
Future minimum minimum
Currentvalue Interest Ipayments under Currentvalue Interest payments
ease
under lease
In PLN |
n 2018 In 2018 In 2018 In 2017 In 2017 n 017
thousands
Up to one year 451 14 465 591 34 625
1to 5 years 313 18 331 265 22 287
total 764 32 796 856 56 912

Note No. 15 - Revenues from sale of services

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

Period ended
31March 2018

Period ended
31March 2017

Revenues from sale of services, including:

- from jointly-controlled entity

Revenues from sales (territorial structure)

20 020
3389

Period ended
31March 2018

27 042
457

Period ended
31March 2017

Domestic market
- including from jointly-controlled entis
Exports

20 020
3389

24 042
457

Revenues under contracts for construction sen(igeseral contracting) and other services are ptedean

Note No. 22.

The gross amount due from ordering parties/buymrthe work under the contracts was presented te No.

9

Information on major customers, whose total valiilegenues from sales of services exceeds 10%edabtal
revenues of the entity for three months of 2048 ¢luded in Note No. 22
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months ended 31 March 2018

Note No. 16 — Cost of services sold

Period ended
31March 2018

Period ended
31March 2017

a) amortization and depreciation 518 532
b) consumption of materials and energy 3915 6 455
c) outsourcing 8 835 10 409
d) taxes and levies 145 480
€) remuneration 7 701 7 192
f) social security and other benefits 1512 1548
g) other types of costs (by category) 1184 1144
- property and personal insurance 138 129
- business trips 358 357
- State Fund for Rehabilitation of Disabled Bass(PFRON) 52 56
- rental of cars 234 234
- other 402 368
Total costs by type 23810 27 760
Change in inventories, products and accruals anghgneents -1106 -806
General and administrative expenses (negative yalue -3 567 -3 465
Cost of services sold 19 137 23489

Note No. 17- Other operating income

Period ended
31March 2018

Period ended
31March 2017

a) gain on sale of non-financial non-current assets 3 40
b) reversal of write downs of 110 5
- receivables 110 5
¢) other, including: 1355 95
- received compensation, fines and penalties 74 74
- writing off of the expired liabilities 1346 -
- other 9 21
Total other operating income 1468 140
Note No. 18 — Other operating expenses
Period ended Period ended
31March 2018 31March 2017
a) write-downs (of): - -
- receivables - -
b) other, including: 16 12
- litigation costs 1 1
- write-off of the expired liabilities - 4
- paid compensation, fines and penalties -
- other 14 7
Total other operating expenses 16 12
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months ended 31 March 2018

Note No. 19 — Financial income

Period ended
31March 2018

Period ended
31March 2017

a) interest on loans granted 93 93
- from jointly-controlled entities 93 93
b) other interest 45 4
- from other entities 45 4
c) the surplus of foreign exchange gains - 34
d) other 5 30
Total financial income 143 161
Note No. 20 — Finance costs
Period ended Period ended
31March 2018 31March 2017
a) interest on bank loans 40 85
b) other interest 16 52
- for other entities 16 52
c) the surplus of foreign exchange losses 4 -
d) other, due to : 49 110
- commission on bank guarantees 30 80
- commission on loans 16 21
- other 3 9
Total finance costs 109 247

Note No. 21— Additional disclosures to the stateref cash flows

Differences between the amounts established diréatin the financial statements and those presgentéhe
statement of cash flows resulted from a transfepasticular amounts from operating activity to esting

activity and financing activity.

These relate to the following balance sheet itatata(in PLN thousands):

In 2018 In2017
Change in current receivables 10 275 13741
Receivables as at 1 January 32236 56 652
Other assets as at 1 January 10 881 11 135
Receivables under non-current assets sold -15 -18
Receivables under disposal of assets - -367
Receivables under income tax -641 -347
Opening balance sheet after adjustments 42 461 67 055
Receivables as at 31March 20 418 41 220
Other assets as at 31March 12 424 12 773
Receivables from non-current assets sold -15 -18
Receivables from sale of financial assets - -367
Receivables under income tax -641 -297
Closing balance sheet after adjustments 32186 53314
g:;r;g;ina::uf:sél; liabilities except for current barowings 10231 14214
Trade payables as at 1 January 27018 39525
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Other liabilities as at 1 January 8872 8 086
Provision to current retirement benefits -328 -433
Provision to annual leaves -1 382 -1 305
Provision to audit -71 -87
Provision to other current costs -477 -641
Liabilities under operating lease -276 -10
Liabilities to shareholders -16 -28
Opening balance sheet after adjustments 33340 45 357
Trade payables as at 31 March 18 762 27 267
Other liabilities as at 31 March 6 859 5571
Provision to current retirement benefits -328 -433
Provision to annual leaves -1 307 -1 264
Provision to audit -42 -72
Provision to other current costs -499 -123
Liabilities under lease -320 -10
Liabilities to shareholders -16 -40
Closing balance sheet after adjustment 31143 31143
Change in other adjustments as at 31 March 2018 5273 -583
Change in deferred income - advances received 5105 333
Amounts due to the ordering parties under longieontracts 150 -981
Adjustments of sales of subsidiary - -18
Other adjustments 18 83

Note No. 22- Information on operating segments

Operating segment is a component part of the Group:
« that engages in business activity from which it catain income and incur expenses,
» whose operating results are regularly reviewedbybiody responsible for making operating
decisions of the Group,
< in case of which is available a separate finariofakrmation.

Revenues of the segment are revenues from sakteimal customers.
Expenses of the segment are expenses, which ia@osed of costs related to the sale to externé&bmess.
Segment result is determined on the level of djmgréancome.

The activities of the companies from Capital Graungl the Issuer, for the managing purposes weidetiv
into the eleven basic operational sectors suctexecution (general contracting), design servicets @her
engineering services (supervisions along with thgept engineer service), the lease of the contitruc
equipment, and other activities, covering amongetithe income from the sublet, sale of photocapyin
services and other.

Segment assets include all assets used by a segoossisting primarily of receivables, inventoriasd
property, plant and equipment diminished by thei@alf provisions and impairment losses.

Some assets in the joint use are assigned to d¢ineesets based on reasonable weights.

In the period from January 1, 2018 to March 31,88dd in the analogous period of the previous ybare
were no revenues from activity, achieved outsidarib(exports).
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Information on major customers which share in tlesrevenue recognized in the consolidated paofitloss
statement for 2018 exceeded 10 % of the total iee®from sale:

In the period from January 1, 2018 to March 31,88#d in the analogous period of the previous ytbare
were no revenues from activity, achieved outsidarfb(exports).

Information on major customers which share in thlesrevenue for the first quarter of 2018 exceddkébo
of the total revenues from sale:
¢ Irydion Sp. z o. o. jointly-controlled company veaues in the amount of PLN 3 389 thousand, what
constituted 16.9% of share in sales revenues, whigk disclosed in the segment of
"General Contracting” and "Design services and o#mgineering services".

Detailed data on the activities of the companiesnfthe Group in the individual segments are shawthé
tables below.
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For the period General Design services  Rental of Electrical Rental of office Commercial Other IT
from 1 January 2018 contractin and oth«_ar construction installations space and real activi services Other Items not assigned Total
to 31 March 2018 9 engineering equipment estate vy
services

Revenues from external clients 5902 4919 385 7 407 1092 7 31 284 - 20 027
Total segment revenues 5902 4919 385 7 407 1092 7 31 284 - 20 027
Result of the segment 204 -2 950 -51 431 159 -1 -128 -348 - -2 684
Financial income 143 143
Finance costs -109 -109
Net financial income/finance costs 34 34
Profit sharing in associated entities 300 300
Profit on other operating activities 1452 1452
Before tax loss -898 -898
Income tax 75 75
Profit for the current period -973 -973
Profit assigned to nor-controlling
interest -24 -24
Profit for the period assigned tc
shareholders of the parent entity -949 -949
Assets as at 31 March 2018
Segment assets (related to activity) 7619 7732 630 7 140 17 033 - - 176 - 40 330
Unallocated assets (among others
shares and other financial assets) 87253 87253
Total assets 7619 7732 630 7 140 17 033 - - 176 87 253 127 583
Other information related to segmen
For the period from 1 January 2018 to 31 March 2018
Depreciation of property, plant and
equipment 24 35 22 135 172 - - 13 65 474
Amortization of intangible assets R 2 R 5 2 } } R 35 44
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Note - operating segments, continuation
Design services

For the period Rental of . Rental of office .
from 1 January 2017 c&?rg?:rtﬁ: anc_i othc_ar construction inl'EsltZ(ﬁt;It(i:grLs space and real Co;ggﬂ\l/?tg: ial 2215{055 Other I;e;rsnis r?eocti Total
to 31 March 2017 g engineering equipment estate 9

services
Revenues from external clients 3109 9522 715 11975 1153 12 38 530 - 27 054
Total segment revenues 3109 9522 715 11975 1153 12 38 530 - 27 054
Result of the segment 408 -677 186 128 157 2 -119 5 - 90
Financial income 161 161
Finance costs -247 -247
Net financial income/finance costs -86 -86
Profit sharing in associated entities -265 -265
Profit on other operating activities 128 128
Before tax loss -133 -133
Income tax -289 -289
Profit for the current period 156 156
Profit assigned to nor-controlling
interest 50 50
Profit for the period assigned to
shareholders of the parent entity 106 106
Assets as at 31 March 2017
Segment assets (related to activity) 25582 9976 500 7927 16 810 - 384 34 - 61213
Unallocated assets (among others
shares and other financial assets) 83991 83991
Total assets 25582 9976 500 7927 16 810 - 384 34 83991 145 204
Other information related to segmen
for the period from 1 January 2017 to 31 March 2017
Depreciation of property, plant ) B
and equipment 25 18 25 136 174 11 86 475
Amortization of intangible B 9 B 4 4 ) B ) 40 58

assets

I
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Information about the geographical areas

Geographical breakdown of sales revenues revealestatement of profit and loss was presented in
accordance with country of the seat of the ordepiugy.

1 January-31 1 January-31
March 2018 March 2017
Poland 20 027 27 054
Belarus - -
Total sale revenues 20 027 27 054

Geographical breakdown of property, plant and @gent and intangible assets

31 March 31 December
2018 2017
Poland 33723 34 035
Belarus - -
Total property plant and equipment and intangible asets 33723 34 035

Note No. 23 - Collateral gnted and received and contingent liabilities aedntingent assets

including ProchemS.A.

As at
As at
Collateral granted 31 December 31 December
31 March 2018 2017 31 March 2018 2017

Bank guarantee of good performance and statutory 12 420 22235 7 796 16 680
warranty
Guarantee of reimbursement of advance payment 2 358 - 2 358 -
Tender guarantee 50 37 50 37
Total collateral granted 14 828 22272 10 204 16717
Contingent liabilities
- surety for bills of exchange issued by subsidRiny-
Inhut sp. z 0. 0. seated imBrowa Goérnicza for the
benefit of an investor to secure the claims undedg
performance 247 247 247 247
Total collateral granted and contingent liabilities 15 075 22519 10 451 16 964

As at Including Prochem S.A.

As at

Collateral received 31 March 2018 31 December 201731 March 2018 31 December 2017

Bank guarantee of good performance 6113 5087 6113 0875
Total collateral granted 6113 5087 6113 5087

Note No. 24 - Profit distribution and loss covemg

The Management Board of PROCHEM S.A. proposeslécate Issuer’s net profit in the amount of PLN
12 684 166.55 to reserve capital.

e ——————
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Note No. 25- Financial instruments and financialsk management
Financial assets

As at 31 March 2018 Categories of financial instruments

(in PLN thousands) Note No. [ oans, receivables and other Total

Classes of financial instruments

Receivables from supplies and services 7 16 344 16 344
Cash 8 805 8 805
Loans granted 5and 8 18 806 18 806
Total 43 955 43 955
stan na 31 grudnia 2017 roku Categories of financial instruments

(in PLN thousands) Note No.  Loans, receivables and other Total

Classes of financial instruments

Receivables from supplies and services 7 28 674 28 674
Cash 28 815 28 815
Loans granted 5and 8 18 713 18 713
Total 76 202 76 202

Financial liabilities

As at 31 March 2018 Categories of financial instruments
Note Financial liabilities Liabilities
(in PLN thousands) No. . excluded Total
measured at amortized costs
from IAS 39

Classes of financial instruments

Loans 11 3113 - 3113
Finance lease - 796 796
Trade payables 12 18 762 - 18 762
Total 21875 796 22671
As at 31 December 2017 Categories of financial instruments
Note Financial liabilities Liabilities
(in PLN thousands) No. . excluded Total
measured at amortized costs
from IAS 39

Classes of financial instruments

Loans 11 2374 - 2374
Finance lease - 912 912
Trade payables 12 27 018 - 27 018
Total 29 392 912 30 304

The fair value of financial instruments approxinsate the carrying amount due to their short-tertunea
and the floating interest.
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Note No. 27 - transactions with related partiescekey management personnel

Related entities include entities controlled anidtjg-controlled entities, as well as those on whibe
Issuer has an influence or is a member of key n&magt personnel of the entity or Parent Entity, and
close family members of this staff (hereinafteeregd to related persons).

Key management personnel comprise the Membersedfitmagement Board of the Parent Entity, and the
Members of the Supervisory Board of the Parentt§nti

In the first quarter of 2018 key management persband persons related to key management personnel,
in addition to remuneration did not conclude otln@nsactions with the companies from the Capitalu@r
of PROCHEM S.A.

Remuneration of the key management personnel

In the first quarter of 2018 in the Issuer’s entisgwas paid:
1. remuneration to the Members of the Management Bioaimtal amount of PLN 241.8 thousand,
2. remuneration to the Members of the Supervisory 8adartotal amount of PLN 84.9 thousand.

In the first quarter of 2018 the remuneration ptwdthe Members of the Management Board for
performing functions in the Management Boards antthé Supervisory Boards of companies belonging to
the Capital Group amounted to PLN 142.3 thousand.

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

Settlements with related entities include traddesaents and under loans.

Guarantees and sureties granted to related ergigegresented in Note No. 23.

Reporting period

(in PLN thousands) from 1 January to 31 March 2018
) o Finance costs —
Sale of services Purchase of  Financial income — interest on
services interest on loans borrowing
Subsidiaries 82 407 75 29
Jow_rgly-oontrolled entities and associated 3389 823 93 )
entities
Trade and other Receivables Liabilities under
receivables under loans Trade payables borrowings
granted
Subsidiaries 1144 18 395 1041 8 479
Jointly-controlled entities and associated 1447 18 806 10 )

entities

Comparative period

e —
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(in PLN thousands)
from 1 January to 31March 2017

Finance costs —

Sale of services Purch_ase of F_|nanC|aI income — interest. on
services interest on loans borrowing
Subsidiaries 44 70 76 34
Jom?ly-controlled entities and associated 457 932 93 )
entities
Receivables Liabilities under
Trade and other ;
; under loans Trade payables borrowings
receivables
granted
Subsidiaries 540 18 338 2724 7 036
Jow_rgly-oontrolled entities and associated 2123 18 428 18 )
entities

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

PROCHEM S.A. was a party to the proceedings befloeecourt concerning the settlement of the
contract in the formula of a Management Contrac{@g&I) for an investment project under the name
"Pipeline in a section from the ST- 1 Adamowo fdwv material base Plebanka" which was concluded
with PERN S.A. and interrupted on 10 November 2005.
PROCHEM S.A. filed a lawsuit to the court for payth®f PLN 41, 301 thousand under the final
settlement of the contract. PERN S.A. filed a cetnstaim from the cross action against the Company
for the payment of PLN 129,444 thousand as théesetnt of the contract.
On 22 October 2015 the District Court in Warsaw,\X¥X>XCommercial Division announced judgment in
the above matter, in which:

» from the principal action, has adjudged from PERMt]y and severally for the benefit of the

Issuer and a member of the consortium:
v'amount of PLN 35 086 589.26 with statutory interfestn 23 March 2006 until the date of

payment;

v'amount of PLN 4 879 883.58 with statutory intefestn 22 March 2006 until the date of
payment;

v'amount of PLN 126 400.44 with statutory interersinf 16 January 2007 until the date of
payment.

« from the cross action, dismissed the action of PHRit entirety.
PERN S.A. lodged an appealed from the above judgnm@am October 30, 2017 the appeal was
dismissed by the Court of Appeal in Warsaw. Duéhi® dismissal of the appeal, the verdict of 22
October 2015 became final and the cash adjudgedrarasferred to the Issuer's account.
On April 5, 2018, was delivered to the Companysxgra copy of the cassation complaint filed by
PERN S.A. against the court sentence as above.dBasdhe legal opinion prepared by the Parent
Company's proxy, the Management Board of the Patemipany is of the opinion that complaint
lodged by PERN has no grounds, does not containgbessary statutory premises, and is fraught with
formal deficiencies, and being such the compldiotugd not be accepted by the Supreme Court for the
considering. If, however, the complaint would beegted for examination, the Supreme Court should
dismiss it, due to the lack of justified basis. fifere, the complaint creates a low risk to théistg of
the judgments delivered in this case.
The value of this proceeding exceeds 10% of théyeqgfithe Issuer.
Furthermore, the total value of other proceedirgmeately for the group of liabilities and for t@up
of receivables does not exceed 10% of the equitheoCapital Group.
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Note No. 29 — Events after the reporting date

They did not occur.

Note No. 30 — Other explanatory notes to interirmdensed consolidated financial statements

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

The impact on the results achieved in the firstrigmaof 2018 was the shifting of the commencemént o
implementation of contracts signed or being infihal stage of negotiations for the Issuer's sesjias
well as related costs of maintaining the producgiotential, which was not fully used.

Description of factors which in the issuer's estim@on will have an impact on the financial results ahieved
in the prospects of at least subsequent quarter

The Issuer is conducting intensive activities thiltlead to the signing of several significant erd in the
near future. These orders in subsequent quartérsause improving both in terms of revenues fisates

of services and results on activities. The compreif the construction and commercialization of the
Astrum Business Park project in Warsaw will haviamge impact on the results of the Issuer and the
Capital Group.

Position of the Management Board in relation to tk possibility of accomplishment of previously
published forecast of results for the given yearni the light of results presented in the quarterly eport
with respect to the forecasted results

Company PROCHEM S.A. did not publish any forecds$inancial results neither for the Company nor for
the PROCHEM S.A. Capital Group for 2018.

Information on granting surety of loan or borrowing or giving a guarantee by the Issuer or by its
subsidiary - jointly to one entity or subsidiary of this entity, if the total value of existing suretyor
guarantee is equivalent to at least 10% of the laer's equity

In the first quarter of 2018 the companies belogdgb the Capital Group did not grant any suretied
guarantees to related entities.

Statement of changes in the ownership of the issugrshares or rights to them (options) by managing
persons and supervising persons of the issuer, acding to the information held by the issuer, in the
period from the previous quarterly report

As at the date of the financial statements heralogording to the statements received, the following
members of the Management Board and SupervisorydBaiathe company held shares of PROCHEM
S.A.

- Jarostaw Sfpniewski — 68,383 pcs;

- Marek Kiersznicki — 59,474 pcs;

- Krzysztof Marczak — 36,908 pcs;

- Marek Garlhski — 73,996 pcs;

- Andrzej Karczykowski — 201,882 pcs;

From the day of submitting the previous reportrehe@ere no changes in the number of shares held by
members of the Supervisory Board.
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Financial information of PROCHEMN.A.

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

As at As at
31March 2018 31 December 2017
audited
Assets
Non-current assets
Property, plant and equipment 912 964
Intangible assets 154 177
Investment properties 246 246
Shares in subsidiaries 8 478 8 478
Shares in equity-accounted investees 4502 4502
Deferred tax assets 2919 2743
Other financial assets 37 200 37032
Total non-current assets 54 411 54 142
Current assets
Inventories 27 28
Trade and other receivables 8 808 17 620
Amounts due from customers under contracts 4580 -
Other financial assets 131 130
Other assets 498 2 950
Cash and cash equivalents 5712 18 642
Total current assets 19 756 39 370
Total assets 74 167 93512
Equity and liabilities
Equity
Share capital 3985 3895
Own shares -960 -
Revaluation reserve 107 107
Retained earnings 37784 61974
Total equity 40 826 65976
Non-current liabilities
Non-current loans 8479 950
Provision for retirement and similar benefits 472 472
Total non-current liabilities 8 951 1422
Current liabilities
Trade payables 12 585 18 350
Amounts owed to customers under agreements 7 168 -
Other liabilities 4 637 5851
Deferred income - 1913
Total current liabilities 24 390 26114
Total liabilities 33341 27536
Total equity and liabilities 74 167 93512
Weighted average number of ordinary shares (units) 3895000 3895000
Book value per one share (in PLN) 10.48 16.94
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Unconsolidated statement of profit and loss for th@eriod from 1 January 2018 to 31March

2018

(all amounts in PLN thousands if not stated otlssjv

Period ended
31March 2018

Period ended
31 March 2017

Revenues from sale, including: 9 854 8 452
Revenues from sale of services 9 853 8 452
Revenues from sale of goods and materials 1 -

Cost of sales, including: -10593 -6 910
Cost of services sold -10 593 -6 910
Cost of merchandise and raw materials sold - -

Gross profit on sales -739 1542

General and administrative expenses -2 153 -1824

Other operating income 1458 72

Other operating expenses -10 -1

Results from operating activities -1444 -211

Financial income 203 191

Finance expenses -85 -235

Before tax profit -1 326 -255

Income tax expense : -176 -1128
- current tax - -

- deferred tax -176 -1128

Profit for the period -1 150 873

Weighted average number of ordinary shares (units) 3895 000 3895 000

Profit/diluted profit per one ordinary share (inNPper one share) -0.30 0.22

Unconsolidated statement of comprehensive income

Profit for the period -1 150 873

Other comprehensive income (net): - -

Total comprehensive income -1150 873

Weighted average number of ordinary shares (units) 3895000 3895000

Total comprehensive income per one ordinary sharel(N per -0.30 0.22

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

Share capital Revaluation Reta_lned Total equity
reserve earnings
Reporting period from 1 January 2018 to 31 March2018
As at the beginning of the period (audited) 3895 ine} 61974 65 976
Net profit (loss) of the given peri - - -1 150 -1 150
Repurchase of own shares for redemption 960 } 23040 24 000
Other comprehensive income (net) - - - -
Total comprehensive income -960 - -24 190 -25 150
As at the end of the period 2935 107 37784 40 826
Reporting period from 1 January 2017 to 31 March 2Q7.
Share capital Revaluation Reta_med Total equity
reserve earnings
Reporting period from 1 January 2017 to 31 March 2@7
As at the beginning of the period 3895 837 48 727 53 459
Error adjustment - - -388 -388
As at the beginning of the period (after adjustment 3895 837 48 339 53071
Net profit (loss) of the given period - - 873 873
Other comprehensive income (net) - - - -
Total comprehensive income - - 873 873
As at the end of the period 3895 837 49 212 53 944

Unconsolidated statement of cash flows

For the period from 1 January 2018 to 31 March 2018oku
(all amounts in PLN thousands if not stated otheevi

Cash flows — operating activities

Period ended
31 March 2018

Period ended
31 March 2017

Gross loss -1 326 -255
Total adjustment 4970 -875
Amortization and depreciation 133 162
Interest and profit sharing (dividends) -124 -64
Change in provisions 10 -524
Change in inventories 1 -
Change in receivables and other assets 6 684 9 227
Change in current liabilities except for loans and@wings -6 989 -9 071
Other adjustments (including change in deferrednme) 5 255 -605
Cash provided by (used in) operating activities 844 -1130
Income tax paid - -
Net cash provided by (used in) operating activities 3644 -1130
Cash flows — investing activities
Inflows - 145
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Disposal of intangible assets and property, pladt a

) - 3
equipment
Proceeds from financial assets in related entiimediding: ) 142
- repayment of interest on loans granted ; 142
Outflows -58 -10
Acquisition of intangible assets and property, pkamd .58 -10
equipment
Net cash provided by (used in) investing activite -58 135
Cash flows — financing activities
Inflows from loans received - 1404
Borrowings 7 500 -
Purchase of own shares for redemption -24 000 -
Interest, commission paid -16 -71
Net cash provided by (used in) financing activities -16 516 1333
Total cash flows, net -12 930 338
g:rsi,gdand cash equivalents as at the beginning ofeth 18 642 245
Cash and cash equivalents as at the end of the padi 5712 583

Approval of the financial statements

Hereby the interim condensed consolidated findistziements of the PROCHEM S.A. Capital Group for
the period from January 1, 2018 to March 31, 2@b8taining the financial information of the company

PROCHEM S.A., has been approved for publicationthey Management Board of the Parent Company
PROCHEM S.A. on 25 May 2018.

Signatures of the Members of the Management Board

25 May 2018 Jarostaw ¢pniewski President of the Management Board .............cccceeene

date first name anthame position signature

25 May 2018 Marek Kiersznicki Vice Presitlen

of the Management Board
date first namel @arname position signature

25 May 2018 Krzysztof Marczak Vice Presiden

of the Management Board ~  ......cciiiiiiiieee,
date first name anchamone position signature

Signature of the person responsible for bookkeeping

25 May 2018 Barbara Augcinska-Sawicka Chief Accountant ...

date first namel arname position signature
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