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Consolidated financial statements of PROCHEM S.Aaftital Group prepared as at
and for the period ended 31 December 2016

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

No. 31 December 2016 31 December 2015
Assets
Non-current assets
Property, plant and equipment 1 22713 23814
Intangible assets 2 391 508
Investment properties 3 12 750 11 960
Shares 4 830 830
Shares valued using the equity method 5 = 6 24 000
Deferred tax assets 6 5879 2716
Other financial assets 7 18 334 17 955
Total non-current assets 83575 81 783
Current assets
Inventories 8 4 865 7071
Trade and other receivables 9 56 652 83 991
Other financial assets 10 198 2 799
Other assets 11 11 135 15 197
Cash and cash equivalents 3783 23 505
Total current assets 76 633 132 653
Total assets 160 208 214 436
Equity and liabilities
Equity
Share capital 12 3895 3895
Revaluation reserve 13 12 146 11584
Retained earnings 14 72542 100 878
Parent entity’s equity 88 583 116 357
Non-controlling interest 6 448 8 738
Total equity 95031 125 095
Non-current liabilities
Non-current bank loans 15 299 -
Provision for deferred income tax 6 2348 2883
Provision for retirement and similar benefit 16 1755 1854
Other non-current liabilities 17 324 416
Total non-current liabilities 4726 5153
Current liabilities
Current bank loans 18 10 400 11772
Trade payables 19 39525 51451
Liabilities under current income tax 55 1447
Other liabilities 20 8 086 8 142
Deferred income 21 2 385 11 376
Total current liabilities 60 451 84 188
Total liabilities 65 177 89 341
Total equity and liabilities 160 208 214 436
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Consolidated statement of profit and loss
(all amounts in PLN thousands if not stated otheevi

Not No. in 2016 in 2015
Revenues from sale, including : 169 214 266 443
Revenues from sale of services 22 162 927 257 799
Revenue from sale of goods and materials 23 2876 8 644
Cost of sales, including: -177 707 -241 214
Cost of services sold 24 -172 593 -233 573
Cost of merchandise and raw materials -5 114 -7 641
Gross profit on sales -8 493 25229
General and administrative expenses 24 -15194 -15574
Other operating income 25 2022 1533
Other operating expenses 26 -2 068 -1 636
Results from operating activities -23 733 9 552
Financial income 27 921 961
Profit on sale of shares in subsidiaries -154 190
Finance expenses 28 -1 883 -2 860
Profit sharing in entities valued with the equitgtinod -1110 -1136
Before tax profit -25 959 6 707
Income tax expense : 29 -2 815 2553
- current tax 878 2954
- deferred tax -3 693 -401
Profit for the period -23 144 4154
Profit for the period assigned to :
Shareholders of Parent Entity -23332 4 432
Non-controlling interest 188 -278
Weighted average number of ordinary shares (units) 3895000 3895000
Profit (loss) per one ordinary share (in PLN pearsh assigned
to owners of Parent Entity -5.99 1.14
Consolidated statement of comprehensive income
Profit for the period -23 144 4154
Other comprehensive income net -46 -411
Other comprehensive income that will be reclassiftecprofit or loss: 12 -385
Foreign exchange differences from the translatfah® entity operating abroad 12 -385
Other comprehensive income that will not be recldigzl to profit or loss: -58 -26
Revaluation of property, plant and equipment 10 9
Actuarial losses on valuation of provisions for ¢éoype benefits -76 -39
Income tax on other comprehensive income 8 4
Total comprehensive income -23 190 3743
Total comprehensive income assigned to :
Shareholders of Parent Entity -23 380 4023
Non-controlling interest 190 -280
Weighted average number of ordinary shares 3895000 3895000
Total comprehensive income per ordinary share I(iN Per one share) assigned to owners of -6.00 1.03
Parent Entity
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Consolidated statement of changes in equity
(all amounts in PLN thousands if not stated otheevi

Equity assigned to Equity assigned
Share Revaluation Retained shareholders of to non- Total
capital reserve earnings 3 controlling equity
parent entity -
interest
In 2016
As at the beginning of the period 3895 11584 100 878 116 357 8738 125 095
Net profit (loss) of the given period - - -23 332 -23 332 188 -23 144
Net other comprehensive income - -46 - -46 - -46
Total comprehensive income - -46 -23 332 -23 378 188 -23 190
Payment of dividend - - -6 193 -6 193 -143 -6 336
Repurchase of own shares for
redemption (Elektromontqa— change - 271 527 798 -1 061 -263
in the structure of shareholding
Acquisition of shares in Elektromonta
Krakéw S.A. from non-controlling - 305 475 780 -1 150 -370
shareholder
Other changes — among others sale of
shares in subsidiaries ) 32 187 219 -124 95
As at the end of the period 3895 12 146 72542 88 583 6 448 95 031
. . Equity assigned
Share Revaluation Retained Equity assigned to non- .
capital reserve earnings to sharehold(_ers controlling Total equity
of parent entity interest

In 2015
As at the beginning of the period 3895 11973 97 568 113 436 9243 122 679
Net profit (loss) of the given period - 4432 4432 -278 4154
Net other comprehensive income -409 - -409 -2 -411
Total comprehensive income - -409 4432 4023 -280 3743
Payment of dividend - - -1 363 -1 363 -11 -1374
Repurchase of own shares for
redemption (Elektromonta— change - 18 60 78 -102 -24
in the structure of shareholding
Other changes — among others sale of
shares in subsidiaries ) 2 181 183 -112 1
As at the end of the period 3895 11 584 100 878 116 357 8738 125 095
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Consolidated statement of cash flows
(all amounts in PLN thousands if not stated othez)wis

Note

No. In 2016 In 2015
Cash flows — operating activities
Before tax profit -25 959 6 707
Total adjustments 13525 6 554
Share in net profit of entities valued using thaiggmethod 1110 1136
Amortization and depreciation 24 2351 2440
Interest and profit sharing (dividends) 205 235
(Profit)/loss on disposal of property, plant andipgqent 106 -70
(Profit /loss) on investment -34 4130
Change in provisions -168 149
Change in inventories 30 1483 -2 588
Change in receivables 30 25139 -15 404
Change in current liabilities, except for loans &ndrowings 30 -10 771 21 556
Other adjustments (including changes in deferredrire) 30 -5 896 -5 029
Cash provided by (used in) operating activities 2 434 13261
Income tax paid 2 307 2 408
Net cash provided by (used in) operating activities -14 741 10 853
Cash flow — investing activities
Inflows 5584 12 567
Disposal of intangible assets, property, plant equipment 5332 11759
Proceeds from financial assets, including: 252 808
a) in related entities 252 -
- disposal of financial assets 252 -
b) in other entities - 808
- disposal of financial assets - 566
- repayment of a loan - 226
- other proceeds from financial assets - 16
Outflows -2 046 -2 005
Acquisition of intangible assets and property, plmd equipment -1672 -1 705
For financial assets, including: -374 -300
a) in related entities -374 -300
- acquisition of financial assets -374 -
- loans granted - -300
Net cash provided by (used in) investing activities 3538 10 562
Cash flow — financing activities
Inflows 459 9020
Bank loans 459 9 002
Other financial proceeds - 18
Outflows -9 068 -13 446
Dividend paid -6 187 -1 398
Other than payments to shareholders, expenses prafir
distribution -408 i
Repayment of bank loans -1 886 -11 280
Repayment of borrowings - -60
Payment of liabilities under finance lease -43 -62
Commission and interest paid -544 -628
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Other financial outflows - -18
Net cash provided by (used in) financing activities -8 609 -4 426
Total cash flows, net -19 812 16 989
Increase/(decrease) net in cash and cash equivalent -19 812 16 989
Cash and cash equivalents at the beginning of theepod 23595 6 606
Cash and cash equivalents disclosed in the statenerf financial 3783 23 595

position
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Notes on adopted accounting principles (policy) aoither explanatory notes to
separate financial statements

1. Establishment of the Parent Entity and principal adivity

Company PROCHEM S.A. (hereinafter called ,ProchemCompany”, ,Issuer” or ,Parent
Company”) seated in Warsaw, 95 topussa Street. The company is registered in the Naltion
Court Register (KRS) by the District Court for tBapital City Warsaw, XIl Commercial Department
of the National Court Register under KRS number0@0®753. Principal activity according to Polish
Business Classification (PKD 2007) determines syntdd2Z — engineering activities and related
technical consulting. According to Warsaw Stock liaage classification PROCHEM belongs to
construction sector. PROCHEM S.A. is a Parent Caowpaf the Capital Group and prepares
consolidated financial statements. PROCHEM S.A. esiablished through transformation of a state-
owned enterprise under the name of Przbisistwo Projektowania | Realizacji Inwestyciji
Przemystu Chemicznego ,Prochem”. The notarial dmsdi Company’s Articles of Association were
signed on 1 October 1991. Duration of the Companniimited.

In 2013 the Parent Entity commenced implementatifoinvestment project , Turnkey construction of
system for the production of highly purified paiaffoils, lubricant and cooling greases and pattern
material with the expansion of power complex in d@et”. Therefore, for the period of
implementation of the project the Representatiofic®fwas established. Term of the activity of the
Representation Office is limited until 29 July 2019

2. The Management Board and Supervisory authorities ofhe Issuer

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

Jarostaw Spniewski - President of the Management Board

Marek Kiersznicki - Vice President of thaivbhgement Board

Krzysztof Marczak - Vice President of thamhgement Board

In 2016 there were no changes in composition oMbeagement Board..

As at the date of the financial statements the Sigmry Board comprises of:
e Andrzej Karczykowski
e Krzysztof Obtoj
e Marcin Rdzinski
* Michat Suflida
+ Karol Zbikowski

Changes in the Supervisory Board in 2016.

In connection with the resolutions of the Generaelihg of June 11, 2016, there were the following
changes in the composition of the Supervisory Board
1) have been dismissed from the Supervisory Board:
e Steven Tappan, who had 510,000 units of shardedCbmpany,
*  Wiestaw Kiepiel.
2) have been appointed to the Supervisory Board:
*  Michat Suflida
«  Karol Zbikowski.

Prochem SA. Capital Group 8
Consolidated financial statements prepared in accordance with International Financial Reporting Standards
adopted by EU as at and for the period ended 31 December 2016



On the basis of the Resolutions of the Extraorgifiaeneral Meeting of 28 October 2016 Mr. Marek
Garlinski was dismissed from the Supervisory Board andMarcin Rdzinski was appointed to the
Supervisory Board.

3. Employment

Average employment in 2016 was 447 FTEs, and irb 2B FTEs. Level of employment in persons
as at 31December 2016 was 434 persons, and aaticg@inber 2015 481 persons.

4. Description of the Capital Group with indication of the consolidated entities

PROCHEM S.A. Capital Group (hereinafter referrechso,Capital Group”, ,,Group”), in addition to
the data of the Parent Company comprises the follpaubsidiaries directly and indirectly:

Subsidiaries covered by full consolidation:

* Prochem Inwestycje Sp. z 0. 0. seated in Warsawbsidiary directly (100.0%);

* PRO-INHUT Sp. z 0. 0. seated infiyowa Goérnicza — subsidiary indirectly (93.2%);

« PREDOM Sp. z 0. o. seated in Wroctaw — subsidiadirectly (80.7% of share in capital and
profit, 71.1% of votes);

e Prochem Zachod Sp. z o. o. seated in Warsaw —dahsdirectly (80.0%);

e ELPRO Sp. z 0. 0. seated in Krakéow — subsidiarjréatdy (92.7%, including 85.4% in the 50%
share of ElektromongeKrakow);

* Elmont Inwestycje Sp. z 0. 0. seated in Krakow bsgliary indirectly (92.7%, including 85.4% in
the 50% share of Elektromount&rakow);

» Elektromonta Krakow S.A. serated in Krakow — subsidiary indile¢85.4%), including 73.0%
of the capital and votes belongs to company Proclmevestycje subsidiary in 100%. Company
Elektromonta Krakéw S.A. prepares consolidated financial statets, which contains data of the
subsidiary in 100%: ELMONT-POMIARY Sp. z o. o. sshitin Krakéw and two associated
companies ELPRO Sp. z 0. 0. and Elmont-Inwest$pjez 0. 0.;

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

« ATUTOR Integracja Cyfrowa Sp. z 0. 0. seated in ¥dar — subsidiary indirectly (87.3% of share
holds company Prochem Inwestycje Sp. z 0. 0. sidrgith 100%);

 Prochem RPI Sp. z 0. 0. seated in Warsaw — subgi@ial00% (including 3.3% of share in
capital and voting rights belongs to company Prothevestycje).

Jointly-controlled entities and associates valugdaithe equity method:

* ITEL Sp. z 0. 0. seated in Gdynia — 42.0% sharer{b8f votes and capital belongs directly to
Prochem S.A., and 23.3% belongs to Prochem RPz 8po. subsidiary 100%);
* Irydion Sp. z 0. 0. seated in Warsaw — 50% ofeshar

Consolidated subsidiaries were included in the clfsted financial statements from the date of
acquisition of control until the date of loss ofntml| by the parent company, and jointly-controlled
entities and associates from the date of exerciipgnt control and exertion of significant inéace.

Company Predom Projektowanie Sp. z 0. 0. was egdldicbm consolidation. The company has not
commenced activities.

In 2016 the subsidiary Elektromoatirakow bought back 11 434 of own shares for redeamgor a
total amount of PLN 263 thousand, and subsidiagciRem Inwestycje acquired 10 000 shares of
Elektromonta Krakow S.A. for a tota amount of PLN 370 thousafsl.a result of these transactions,
the Parent Company increased its share in capid.®%.
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In 2016 the subsidiary P.K.I. Predom bought baclkf7féwn shares for redemption for a total amount
of PLN 22 thousand.

On October 25, PROCHEM S.A. signed a contract lef ghshares in the company Pro-Organika Sp.
z 0. 0. in the amount of 640 shares with a nommhle of PLN 500 each, for a total amount of PLN
652 160. Payment for the shares was done in twkagas: the sale price for 280 shares in the amount
of PLN 285 320, was paid in November 2016, and paynfior 360 shares in the amount of PLN
366 840 was done in April 2017.

5. Adopted accounting principles
Principles of presentation

Consolidated financial statements of PROCHEM S.&pi@l Group for the period from 1 January to
31 December 2016 and analogous period of the cablgaryear was prepared according to
International Accounting Standards (IAS) and Ingéional Financing Reporting Standards (IFRS),
which were adopted by European Union (EU) and wéiective as at 31 December 2016. The scope
of financial statements is compliant with Ministefr Finance Regulation of 19 February 2009 on
current and periodic information provided by issuef securities and conditions for recognition as
equivalent required by the law of a non-Member&(&ifficial Journal no. 33, item 259 with further
amendments).

The consolidated financial statements of PROCHEMIit@hGroup presented here give a true and fair

the Company's financial position and assets ad dd&ember 2016 and comparable data as at 31
December 2015 as well as results for the yeardeB@ieDecember 2016 and comparative data for the
year ended 31 December 2015.

The consolidated financial statements of PROCHEM Sapital Group as at 31 December 2016 was
prepared assuming that PROCHEM Capital Group valitinue to operate as a going concern in
foreseeable future.

In 2016 the Group incurred a net loss of PLN 23,thsisand, that was influenced among others by
Group's activity in the first half of 2016, in paular the additional costs incurred and lowerihg
gross margin on a long-term contract in Belaruswéieer, during the year 2016 the Parent Entity
signed annexes to its credit agreements, on this baavhich after the introduction of additional
collateral, the banks withdrew from the verificatiof the financial covenants for the third and tbur
quarter of 2016, contained in these agreements.dlluwed for the timely discharge of the contrdcte
obligations. Credit agreements are concluded fouahperiods and current contracts expire according
to the dates given in note 18 of these financatkstents.

In the opinion of the Management Board of the Pakamity, the improvement of the economic

situation in the market of services offered by Beup, manifested by the increased number of
tenders in which the Group participates, or in \whit expects to participate, allows to expect
achieving of the assumed revenue and the improveofae liquidity of the Group in subsequent

reporting periods.

The Management Board of the Parent Entity intendsxtend existing credit agreements to the extent
necessary for the scale of its business and, gheimprovement of the economic situation, does not
expect significant threats in this respect.

In view of the above, in the opinion of the ManagamBoard of the Parent Entity, despite the
possibility of short-term tensions in the liquidijtuation of the Group, the Management Board did
not identify significant threats to the Group's gibsity to continue to operate, and has recognized
that the adopted principle of a going concern wpeparing this consolidated financial statement is
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correct. Irrespective of it, in the next twelve rtia consideration by the court is expected, ef th
appeal, that was lodged by PERN SA against thenpeag of 22 October 2015, in which was
adjudged the amount of about PLN 90 million in flawb a consortium with the participation of the
Group (including interest for delayed payment). Br@up's share in these amount is approximately
50% - detailed information is presented in Note 38.

The financial statements were prepared based gprithgple of the historical cost, apart from:
e Land, buildings and construction measured at redhamount,
« Investment properties and investment propertiggagress measured at fair value.

Operational activity of the Parent Entity and comipa from the Group does not have seasonal
character and is not subject to cyclic trends, pixéar the segment of the general contracting and
rental of construction equipment, which are cham@otd by a seasonality, which in large extent
depend on weather conditions. Weather condition® lzan impact on the volume of the revenues
generated in these segments. Lower revenues amevedhduring the winter season, when weather
conditions do not allow for execution of some camgion work.

Consolidated financial statements of the PROCHEM Eapital Group for 2016 includes the data of
the Office of Representation, that operates ondfréory of Belarus. The Representation Officellsha
keep accounting according to the law in force imaBes, and also here is calculated and is paid the
income tax from the legal entities.

Exchange differences arising from translation @& thports prepared by the Representation Office
were recognized in thRevaluation reserve - foreign exchange differences from the trandation of
Representation Office operating abroad.

Changes in accounting estimates and accounting pigls

The preparation of financial statements under IRR&pted by EU requires using certain accounting
estimates and adoption of assumptions concerningefevents. Items of the financial statements set
under the estimation are subject to verificationii€umstances being base of estimates are changing
or as a result of obtaining new information or obgressing course of events or of acquiring greater
experience. In preparing the consolidated finanstatements were applied the same accounting
principles and the same calculation methods whigrewapplied in the consolidated financial
statements of the PROCHEM S.A. Capital Group feryiear ended 31 December 2015.

Accounting estimates
Information about the adopted assumptions and tainges relating to estimates made, are included
in the following notes:
« Note 1 — Property, plant and equipment: the kewrapsions used in the prognosis of
discounted cash flows;
* Note 3 - Investment properties; the key assumgtised in the prognosis of discounted cash
flows;
* Note 16 — Liabilities under retirement benefitsy ketuarial assumptions;
* Note 38 — Information on significant proceedingagiag before the court.

In the applied accounting principles the biggegptdantance had, apart from accounting estimates, the
professional judgment of the management, which mmdidenced the amounts disclosed in the

financial statements. Assumptions of these estisna@e® based on the best knowledge of the
Management Board of the Issuer regarding curreditfature activities and events in particular areas

of activity. They relate to the valuation of retitent benefits, the assessment of the degree of
realization and profitability of long-term contra€pf gross margin).

In 2016, the Group made a significant adjustmenthef gross margin on a long-term contract

implemented in Belarus. The gross margin estimateBecember 31, 2015 was 16.5%, and as of
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December 31, 2016, it was corrected to 7% due &xpected technical and formal problems during
the final construction phase and on the stage @fstart-up of installation for the production of a
highly purified paraffin, oils and lubricants alomgth expansion of the energy plant complex,

implemented under the agreement concluded withMireeral Wax Factory S.A. in Swistocz, in
Belarus, and connected with this the necessityrodopg time limit for completion. As a result of
these events, there was an increase in the coekeaxfution by approximately PLN 18 million,
including penalties recognized in costs of 2016 waHR 287 thousand, i.e. 1 282 PLN thousand.
Reducing the margin on the contract and includihgemalties for failure to keep the time limit for
completion have had a significant impact on thariitial result of 2016.

New standards, interpretations and changes in pshid IFRS

A number of new standards, amendments to standadisnterpretations not yet effective for annual
periods ended 31 December 2016 and have not bedadn the financial statements.

Standards and Interpretations which were adopteithdd¥=U, but not yet effective for annual periods
ended 31 December 2016 and Standards and Intaipnstavhich are waiting for approval:

Possible impact on the financial

The date of entry

Standards into force for
And Interpretations Type of anticipated change in accounting policies statements periods
endorsed by the EU beginning on the
day or later

IFRS 15 Revenue from
Contracts with
Customers

This standard contains principles that will replacest
of the detailed guidelines on revenue recognitiat are
existing currently in IFRS. In particular, followgnthe
adoption of the new standard will cease to apply I8
Revenue, IAS 11 Construction Contracts and related ta
them interpretations. According to the new stadd;
entities will apply a five-step model for deternmgi
when to recognize revenue and how much revenu|
recognize. This model assumes that revenue shal
recognized when (or in the extent in which) theitgn
transfers the control over the goods or senicahe
customer, and revenues should be recognizedich
amount, to which entity expects to be entitl
Depending on the meeting of determined criteri@,
revenues:

- are distributed over time in a way that reflethe
implementation of the contract by the entity, or

- are recognized once, in such a time when thérao
over the goods or services is transferred to tiseoauer.
The standard contains new disclosure requirembats,
quantitative and qualitative, designed to enabirusf
financial statements to understand the nature,
amount, the moment of recognition and the uncestal
in relation to revenues and cash flows arising fr
contracts with customers.

At the time of initial application, the
impact of the Standard will depeng
the specific facts and circumstance
relating to the customer agreemen
in which the Group will be a party.
The Group is currently analyzing th
b igpact of the Standard on itsiéincig
dsﬁatements, however, it assumes t
the new Standard will have an imp
on construction contracts conclud
The application of the new principl
Lvill have an impact on  recognitio
1Pf the revenues from long-term
contracts, and on capitalization o
the implementation costs, and
acquiring of new contracts.

ar

n

the
n
pm

£S
ts

e

n

1 January 2018

hat

ed.
13

IFRS 9Financial
instruments (2014)

The new standard replaces the IAS 39 Financial
Instruments: Recognition and Measurement, Guidanlid

on Classification and Measurement of Financial £ss|

including Impairment Guidance. IFRS 9 also elimésa)

the existing categories of financial assets in 88Sheld

to maturity, available-for- sale and loans 4

receivables.

In accordance with the requirements of the newdsteth

at the moment of initial recognition, financial ess

should be classified into one of three categories:

« financial assets measured at amortized cost;

« financial assets measured at fair value throprgffit

or loss; or

« financial assets measured at fair value throuigerg

comprehensive income.

Component of financial assets is classified inte

category of measured on initial recognition at aimed

cost if the following two conditions are met:

« the assets are held within a business model whose
objective is to hold assets in order to collect

! is expected that at the time of ini
e application, the new Standard )
t have a significant impact on |
financial statementsHowever, unt
hdhe first application of this stande
the Group is in the process
analyzing the impact of the Stang

on the financial statements.

th

contractual cash flows; and

1 January 2018
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Standards
And Interpretations
endorsed by the EU

Type of anticipated change in accounting policies

Possible impact on the financial
statements

The date of entry
into force for
periods
beginning on the
day or later

« its contractual terms give rise on specified slate
cash flows that are solely payments of principal a
interest on the principal outstanding.

If the above conditions are not met (as, for exanipl

the case of equity instruments of other entitiekg

financial asset is measured at fair value.

Gains and losses on measurement of financial a

measured at fair value are recognized in profit lsd

of the current period, except for assets held withi

sets

business model whose objective is to hold assets in

order both to receive cash flows from the contracts
selling of them - for these assets, gains and $oBsen

the measurement are recognized in other comprakensi

income.

In addition, if an investment in an equity instrurhés
not held for trading, IFRS 9 provides an opportymné
make

n irrevocable decision on the measurement of such

financial instrument at initial recognition at famlue

through other comprehensive income. This choice |can
be made for each instrument separately. The vajues

recognized in other comprehensive income accortting

the valuation as above cannot be reclassified theo
result of the current period, in the later periods.

New standard retains almost all of the exist
requirements from IAS 39 on the classification g
measurement of financial liabilities and derecdgnibf
financial assets and financial liabilities. ButRIS 9
requires the amount of change in fair value atteble
to changes in the credit risk of financial lialyili
designated at initial recognition as fair valueotigh

profit or loss to be presented in other comprehlvensi

income. Remaining amount of the total gain or foss
revaluation at fair value is recognized in finahcisults

ng
nd

in the current period. In case, however, as if the

application of this requirement had resulted irkla¢
commensurability of revenues and costs, or ifrfiial
liability was a result of commitments of grantiadoan
or financial guarantee contracts, the entire chamdair
value would be recognized in profit or in loss
current period.

As regards the estimation of the impairment ofriirial
assets, IFRS 9 replaces the model of "loss indUrra

IAS 39 with the "expected loss" model, which means

that the event causing the loss would not havedogae
the recognition and write off. The new rules aim
preventing situations where the  write-offs ofedit
losses are created too late and they are in
insufficient height. W In short, the model of th
expected loss uses two approaches to estimaticam
loss, according to which the loss is determinedten
basis of:

« the 12-month expected credit loss, or

« full life-time expected loss).

Which approach will be used depends on whet
whether in the case of the given asset after in
recognition  has been a significant increase editr|
risk. In the event that the credit risk associatéth

financial assets did not increase significantly paned
to its initial recognition, the impairment loss tifese
financial assets will be equal to the loss expeatetthe
12-months period. If, however, a significant ina®an
credit risk occurs, the impairment loss of thesavicial
assets will be equal to the expected loss ovelifthef

the instrument, thereby increasing the recogni
impairment loss. Standard assumes that - in thenaleg
of contrary arguments - a sufficient criterion fibre
recognition of the life-time expected loss is ocence
of the delay in payment of 30 days.

at

the

her,
tia

zed
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Standards
And Interpretations
endorsed by the EU

Type of anticipated change in accounting policies

Possible impact on the financial
statements

The date of entry
into force for
periods
beginning on the
day or later

IFRS 14Regulatory
Deferral Accounts

This transitional standard:

®  Allows the entities being first-time adopters of

IFRS to continue to apply the principles of
recognition used so far for regulatory assets and
liabilities, both at the initial application of IFR
and in the financial statements for subsequent
periods;

requires from entities to present regulatory asse
and liabilities and their changes in separate item
the financial statements; and

requires detailed disclosures which enables to
identify the type and risks associated with
regulated rates in connection to which regulatory
assets and liabilities have been recognized in
accordance with this transitional standard.

It is not expected that discussed
transitional standard will have a
significant impact on the financial
statements of the Group since the
standard includes only entities
adopting IFRS for the first time.

[ZR7)

1 January 2016
(The European
Commission has
decided not  to
endorse this
transitional
standard in
expectation of the
proper standard)

The Sale or Transfer of
Assets Between an
Investor and
Associated Company, or
Joint Venture
(Amendments to IFRS
10 Consolidated
Financial Statements and
to IAS 28Investment in
Associates and Joint
Ventures 28)

The amendments have removed the
inconsistency between the requirements of IFRSntD
IAS 28 on recognition of loss of control of a swliary

that is contributed to an associate or joint veatyr

While IAS 28 limits the gain or loss resulting fraime
contribution of non-monetary assets to the astati
company or joint venture to the amount of capl
involvement of other entities in an associate, ¢oiat
venture, IFRS 10 requires the recognition of alhgor
loss which is resulted from the loss of contueér
subsidiary. Amendments require the recognitiontioé
entire profit or loss in case the assets trareflermeet
the definition of a project within the meaning &RS 3
Business Combinations (irrespectively whether
entity is a subsidiary or not).

Partial recognition of gain or loss (to the amowonft
capital engagement of other entities) will occucase if
the transaction relates to the assets not cotisgta
venture, even if those assets were located in
subsidiary.

existin

a‘ﬂ1e Group does not expect the

on the consolidated financial
statements.

a
tal

the

the

1 January 2016The

amendments to have material impadEuropean

Commission has
decided to postpone
the approval of
these changes
indefinitely)

MSSF 16Leases

IFRS 16 replaces IAS 17 Leases and interpretat]
related to it. With regard to the lessees new stah
eliminates the current distinction between opegatind
finance leases. Recognition of operating leasethén
statement of financial position will result in
recognition of the new asset - the right to usehef
subject of the lease - and a new liability - tladility to
make payments under lease. The rights to usede
assets will be subject to redeem, whereas theestt
will be accrued on the liabilities. This will resuh
arising of higher costs during the initial leasiplgase,
even if the parties agreed on a fixed annual fee.

The recognition of lease agreements at the leasmost
cases will remain unchanged in connection W
maintained  division into operating lease agredm
and finance lease.

102\? the time of the initial application
the impact of the Standard will
depend on the specific facts and

acircumstances related to lease
agreements, in which the Group is|
will be a party. It is expected that g

ad . tior

., Standard will have a material impg

" on assets and liabilities in the
consolidated financial statements
the Group, in particular in relation
IAS 12 leases agreements.

ith

2N

e time of its initial application, the

1 January 2019

Recognition of Deferred
Tax Assets for
Unrealised Losses
(Amendments to IAS 12
Income Taxes)

The amendments clarify, among other things, that
unrealized losses related to debt instruments medsu
fair value in the financial statements, for whitte tax
value is their initial cost, may give rise to neégat
temporary differences.

The Group does not expect the
changes to have a material impact
its financial statements at the time
they are adopted, as the manner, i
which the Group applies IAS 12 i
in line with the approach presente(
the amendments.

1 January 2017
on

=]

Disclosure Initiative
(Amendments to IAS 7
Satement of Cash Flows)

Amendments include presentation of disclosureshiy|
entities in order to enable users of financiatesteents
assessment of changes in the value of liabildiésing
from financial activities, including changes resgt
both from cash flows, and non-monetary changes.

One of the ways to meet these requirements is
presentation of the reconciliation of the opertiatance

tThe Group does not expect the
changes to have a material impact]
its consolidated financial statemen|
at the time they are adopted.

the

1 January 2017
on
s

and closing balance of liabilities arising fromdncial
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Standards
And Interpretations
endorsed by the EU

Type of anticipated change in accounting policies

Possible impact on the financial
statements

The date of entry
into force for
periods
beginning on the
day or later

activities

Amendments IFR35
Revenue from Contracts
with Customers

Amendments to IFRS 15 clarify some requirements
the Standard and are providing additional transitig
relief for companies that are implementing the n
Standard.

The amendments clarify the existing guidance for:

Identification of performance obligation (a promim
the contract to transfer to a customer goods eices);

Determining whether the company is a principal or
agent based on whether it controls the underlyimagg
or services; and

Determining whether revenue from a licensi
agreement is either recognized over time or atiat o
time.

In addition, the changes contain two additio
simplifications that aim to facilitate the firgpglication
of the Standard by the companies, and reduce
associated costs.

0Aft the time of initial application, the
impact of the Standard will depeng
the specific facts and circumstance
relating to the customer agreemen
in which the Group will be a party.
The Group is currently analyzing th
impact of the Standard on itsiéincig
astatements, however, it assumes t
the new Standard will have an imp
on construction contracts conclud
h The application of the new principl
Sill have an impact on recognitio
of the revenues from long-term
ontracts, and on capitalization o
e implementation costs, and
t%cequiring of new contracts.

e

n

1 January 2018

£S
ts

e
hat
ed.

£S
n

Amendments to IFRS 2
(Share-based Payment
Transactions)

Amendments, which are clarifying the method of
recognition of some share-based payment transact
include recognition requirements:

the effect of vesting conditions and terms othantl
vesting conditions on the valuation of cash-settleare-
based payment transactions;

share-based transactions with the characterisficeed
settlement with regard to the obligations arisirggf the
tax requirements; and

modification of the terms and conditions of shaasédzl
transactions that change the classification of eh
transactions from cash-settled to equity-settled.

he

ofhe Group does not expect chang
to affect its consolidated financial
statements because such transact|

n
do not occur.

es

ed January 2018

ons

Annual Improvements to
IFRS Standards 2014-
2016 Cycle

Annual Improvements to IFRS Standards 2014-2
Cycle include 3 amendments to standards. The n
amendments:

deleted the short-term exemptions for first-timeédrs
of IFRS (IFRS 1 First-time Adoption of Internatain
Financial Reporting Standards) relating to, amahgio
things, the transitional provisions of IFRSifhancial
Instruments: Disclosures - regarding disclosures of
comparative data and transfers of financial asaat$,
IAS 19 Employee Benefits;

clarified that requirements of IFRS D2sclosure of
Interestsin Other Entities (except for the disclosure of
condensed financial information in accordance with
paragraphs B10-B16 of this standard ) apply to an
entity’s interest in subsidiary, associated compgoigt-
ventures and structured entities not covered by
consolidation, that are classified as held for sale
accordance with IFRS Son-current Assets Held for
Sale and Discontinued Operations; and

they explain that the election regarding a derogati
from the application of the equity method in acewrce
with 1AS 28 Investments in Associates and Joint
Ventures should be made separately for each associ
company or joint venture, and they explain whes th
choice have to be made.

%{Ee Group does not expect the
changes to have an impact on its
consolidated financial statements
the time they are adopted.

ated

1 January 2018
(Except for
atamendments to
IFRS 12 that apply
to annual periods
beginning on or
after 1 January 20
)

IFRIC 22Foreign
Currency Transactions
and Advance
Consideration

IFRIC 22 provides guidance on the currency excha
rate, that should be applied for the presentatién
transaction in foreign currency (such as trade meeg
in case the payment is made earlier or recesaelier,
as advance payment, and it clarifies that the datee
transaction is the day of initial recognition

Prepayments, or Deferred Income, that are reltate
this advance payment. For transactions involving
series of payments made or received, a sep3
transaction date is set for each transaction.

ndé&e Group does not expect the
ohanges to have an impact on its
consolidated financial statements
the time they are adopted.

oo

rate

1 January 2018

at
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Possible impact on the financial The date of entry

Standards' N ' _ N statements into fqrce for
And Interpretations Type of anticipated change in accounting policies periods
endorsed by the EU beginning on the

day or later

Amendments to IAS 40 | The changes include clarifications on the trantfeor
Investment Property from investment properties: The Group does not expect thg 1 January 2018
transfers to, or from, investment properties shauity | changes to have an impact on its
be made in the event of a change in the use of ti@ns_‘)“dated financial statements at
property; and the time they are adopted.

with the change in the way the property is useé, |th
property should be assessed as to whether therprope
qualifies as an investment property

The Capital Group will apply new mentioned abovandards, and changes in standards and
interpretations of IFRS published by the Internagio Accounting Standards Board, that are not
effective as at the day of approval for the publiaof the financial statements in accordance with
their effective date

Transactions in foreign currencies

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

at the transaction date. Balance sheet items etsaasd liabilities expressed in foreign curreneies
measured at the average NBP exchange rate indbtbe balance sheet date. Gains and losses arising
from the settlement of such transactions and aagryialue of assets and liabilities expressed in
foreign currencies are recognized in the statemiepitofit and loss.

Functional currency and presentation currency offancial statements

The financial statements is presented in PolishyZ{&loty’ or ‘PLN’) which is the functional
currency of the Parent Entity and presentationeriay.

The financial result and financial position of tRepresentation Office are translated using the
following procedures:
» assets and liabilities shall be translated at tlosirey rate as at the date of statement of
financial position,
e revenues and expenses shall be translated at éhagavexchange rate on the transaction date,
and
« arisen exchange differences are recognized in ottaprehensive income.

Accounting principles applied by the Capital Growape described below .
The principles of consolidation

1. When preparing the consolidated financial statemehPROCHEM Capital Group, the following
procedures were applied:

« the data of subsidiaries were recognized in firdnsiatements using the full method,
consisting in combining the financial statements tbé parent company and its
subsidiaries by adding together like items of asskabilities, equity, revenues and
expenses

* shares in associated entities valued in the cafedeli financial statements using the
equity method, and at initial recognition are ratagd at cost. The purchase price include
transaction costs.

2. The subsidiaries are entities controlled by theeRarEntity. The financial statements of
subsidiaries are included in the consolidated trerstatements from the date of the obtaining
the control until the date of its cessation.
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3. Accounting policies applied by subsidiaries haverbaligned with the principles adopted by the
Group.

4. Goodwill of subsidiaries represents the surpluthefpurchase price of financial assets acquired
by the parent company over the fair value of thieassets of the subsidiary, in proportion to the
acquired share in the entity’s equity. Negativedyaith of subsidiaries is the surplus of the fair
value of the net assets of the subsidiary abov@tinehase price of financial assets borne by the
parent company, in proportion to the acquired siatbe equity of this entity. As at the date of
acquisition of subsidiary and associated comparbta{oing of control), assets, equity and
liabilities and contingent liabilities of a subsidy are measured at fair value.

5. In case of cessation of the control (e.g. in thenewf sale) the Group ceases to recognize assets
and liabilities of the subsidiary, non-controllimgerest and remaining components of the capitals
related to the subsidiary. Any surplus or deficisiag from the loss of control is recognized in
profit or loss of the current period. If the Growgpains any interests in the former subsidiaryy the
are subsequently measured at fair value as atitieeofl the cessation of the control.

6. Shares of non-controlling interests are disclogeabsigned value, even if it results in arisingof
negative balance of non-controlling interests.

7. The Group of PROCHEM S.A. treats the transactionih whe non-controlling interests as
transactions with external entities.

8. Gains or losses arising from the sale of sharesotwcontrolling interests are recognized in
equity.

9. As associated entities are considered such entitieghich PROCHEM has between 20% and
50% of the total number of votes in the decisivelibs or otherwise may exercise substantial
influence over their financial and operating pagi As the jointly-controlled entities are
considered such the entities in which PROCHEM &@\ds 50% of the total voting rights in the
decisive bodies.

10. Investments in associates and jointly controlleddacounted for using the equity method and are
initially recognized at cost. Share in profit orssoof the associate or jointly-controlled is
recognized in profit and loss account. If the sharlbsses of an associate or jointly controlled
equals or exceeds its interest of PROCHEM S.A. t@h@iroup in this entity, the Group does not
recognize further losses, unless it is obliged. edlized gains between the Group and the
associate are eliminated to the level of the Geounpérest in such entity.

11. The purchase price of shares in associated congpengaibject to adjustments by any changes in
the fair value of the net assets, which are atisible to the value of the share held, from the
moment of purchase until the date of the finansiatements, as well as effects of a stated
impairment.

12. At preparing the consolidated financial statemeshizll be done the following adjustments and
exemptions:

e In the scope of exemptions:
1. shares with the equity held by the parent companthe moment of obtaining control of
subsidiaries,
2. mutual receivables and liabilities and other setélets of a similar nature of consolidated
entities,
3. income and expenses from mutual buying and sedipegations in the capital group,
4. dividends accrued or paid by the subsidiaries ® plarent company, and to other
consolidated entities.
* In the scope of adjustments:
1. gains or losses arising as a result of economis#etions between consolidated entities.

Property, plant and equipment and intangible assets

Property, plant and equipment include fixed asastsexpenditures on construction in progress which
the entity intends to use in their business opamatin a period longer than one year, and which wil
result in future economic benefits to the entity.
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Expenditures on property, plant and equipment ghelincurred investment expenditures as well as
incurred expenses on future supply of machineryjpggent and services relating to production of
PPE (transferred advance payments).
PPE are initially stated at cost. Measurement aftegal recognition:
< land, buildings and construction are carried aahgsd amount, being its fair value at the date
of revaluation, set by experts, less any subsecaemimulated depreciation and subsequent
accumulated impairment losses. Fair value will éteby experts not less frequently than every
two years.
e Other PPE are carried at their cost increased Issiple improvement costs, less any
accumulated depreciation and any accumulated immgair losses.

Increase in value resulting from the revaluationaoid, buildings and constructions is recognized in
other comprehensive income and accumulated in sotadunt in equity Revaluation reserve, as
revaluation surplus unless it represents the ralefsa revaluation decrease previously recognized
the statement of profit and loss. A decrease iwmevarising as a result of a revaluation of land,
buildings and constructions is recognized as cbteperiod to the extent that it exceeds any arhou
previously credited to the revaluation surplus tmetpato the same asset and recognized in other
comprehensive income. A decrease resulting fronaluation included in other comprehensive
income decreases the amount of total surplus grfsim the revaluation recognized in the equity.

Value of PPE designated to liquidation, withdrawoni use as a result of the change of technology or
other reasons, is being revalued by write downtéAffown is recognized in other operating costs.

Expenditures on PPE incurred at a later date azegnézed at their carrying amount when it is
probable that future economic benefits associaiddtivem will flow to the entity, and this cost ddu

be reliably measured. All other repair and mainteeacosts of PPE are recognized in the cost of the
period, in which they were incurred.

Profit and loss on sale of PPE are set by compahn@gevenues from sale with the carrying amount of
the given component of non-current assets and nied) in the statement of profit and loss. PPE are
subject to depreciation since they are availableuge. Depreciation allowances on PPE are provided
by systematic, scheduled allocation of the iniNalue over the established useful life of the
component. A straight line depreciation methodpigliad.

In the consolidated financial statements for theremt period and comparative periods, for
depreciation of PPE the following useful lives ased by the Group:

e Buildings and constructions 10-40 years
* Machinery and equipment 5-12 years
e Vehicles 5 years
* Tools, devices, movables and equipping 5-10 years

The applied useful lives, depreciation methods\emdfied at the end of each reporting year and,
when it is justified, are being adjusted.

Own land is not subject to depreciation.

PPE in-progress arising for the operating activayg, well as for purposes not yet identified, are
presented in the financial statements at their lasst recognized impairment losses. The cost of all
items comprises all fees and borrowing costs digsthin accordance with the applied accounting
principles.

PPE are subject to the impairment tests, if presnfse impairment exist, while in case of PPE in
progress, the possible impairment is determindeast for each balance sheet day. The effectseof t
impairment are recognized in other operating costs.
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The component of intangible assets is measuredsttless any depreciation allowances and any
impairment losses.

Intangible assets, except for the goodwill are ¢pe@imortized. Amortization allowances of intangible
assets is made by systematic, planned allocatidimeohitial value in the established useful lifettoe
component. A straight line of depreciation methodpplied.

In the consolidated financial statements for theresu period and comparative periods the Group
applied useful life period of 3-10 years for arimation of intangible assets.

The applied useful lives, amortization methodsvar&ied at the end of each reporting year and when
necessary adjusted in the current and in subsegeents.

Intangible assets are subject to the impairmetd tegremises for impairment exist. The effectshaf
impairment are recognized in other operating costs.

Investment property

Investment property is a property (land or a baoidior part of a building, or both), which the
Company treats as a source of rental income ortaiaghdue to the increase in value, or in order to
benefit from both of them, and the investment priype

. is not used in operating activities,

. is not offered for sale in the ordinary courseilmfestment activity.

Investment properties are also real estates umhstraiction or their adaptation, which are to bedus

in the future as investment properties. Gains @sds arising from the sale/liquidation of the
investment property shall be determined as themiffce between proceeds from sale and the carrying
amount of these assets and are recognized ingtegrsnt of profit and loss.

Investment properties are initially measured atciést, including transaction costs. After initial
recognition, investment properties are measurddiravalue as defined in the fair value model amd i
IFRS 13Fair Value Measurement. The method of valuation is obligatory to all istient properties
unless some investment properties cannot be meblyrdis method - then the cost approach method
is applied until the moment of sale of the investtrgroperty.

Profit or loss from changes in the fair value & firoperty is recognized in the result for the qukin
which the change occurred.

Change in classification, i.e. transfers to, onfrdéhe investment property are only made when tisere
a change in use, e.g.:
* commencement of owner-occupation — transfer fromestment property to property, plant
and equipment,
* end of owner-occupation — transfer from propertignp and equipment to investment

property,

* commencement of development with a view to salearsfer from investment property to
inventories,

» commencement of an operating lease to third pattgnsfer from inventories to investment
property.

Cost of an investment property, that is transfetoegroperty, plant and equipment or to inventories
represents its fair value at the date of changesén

The difference between the fair value and the aagramount, which arose at the time of transfer to
investment properties measured at fair value:

* PPE - is accounted for as a revaluation in accaelarith I1AS 16,

* inventories - is recognized as profit or as losgtie period,
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« end of construction or development of investmenpprty on own account - as the profit or
loss for the period.

The fair value in accordance with IFRS 13 is sughriee, which would be received from the sale of
an asset, or which could be paid for the transfex lability in transaction made on usual condigo
between market participants at the measurement Btasurement of fair value refers to a specific
asset. Therefore, at measurement at fair valueldi® taken into account the characteristics ef th
asset, if market participants would consider suchracteristics when determining the price of the
asset at the measurement date. These characseinsfiede, for example:

- condition and location,

- any restrictions on the sale or use of the asset.

The impact of individual characteristics is to difin depending on how these features will be taken
into account by the market participants.

Fair value measurement is based on the assumptobithie transaction on disposal of assets is held:

- on the principal market for the asset,

- in case of the absence of a principal matketmost advantageous market for the asset. The mos
advantageous market means market that maximisesribant that would be received to sell the asset
by the seller of the asset, after taking into aotttansaction costs and transport costs.

The standard requires the classification of faluganeasurements depending on the inputs obtained
for the purposes of valuation in accordance withftillowing hierarchy:
* Level 1: quoted exchange prices for identical assefor liabilities in the active markets that
are available at the measurement date.
* Level 2: initial data not constituting prices ofevel 1, but are observable either directly or
indirectly.
* Level 3: unobservable data.
IFRS 13 requires disclosures in financial statemehe scope of required disclosures depends on the
category of fair value measurement (i.e. whethés included in the financial statements or in the
notes only) and on the level of the fair value d&iehy within which the fair value measurements are
categorised.

Disclosures resulting from IFRS 13 concerning Yailue model relate to:
* Reconciliation of fair value at the beginning oktperiod and its value at the end of the
period..
« A level from the three levels of fair value hiettayc For investment properties, it will be a
level 2 or 3 for which it is required:
- disclosure of the amount of transfer betweenl$efte reasons for those transfers and the
policy applied by the Group for determining wietsuch a change in levels has occurred),
- description of applied valuation techniques amlts,
- in case of the change in the valuation techniquesd in the fair value measurement,
disclosure of such a change and the reasons fanghakch a change.
» If the highest and best use of a non-financial tadgters from its current use, should be
disclosed the reason for different use of this comemt of asset.
» Information enabling reconciliation of classes s§ets and liabilities, which were disclosed
at the separate levels of the fair value hieramsfith items presented in the statement of
financial position.

Measurement of fair value of the entity's investtr@operty is carried out by an independent expert,
who has qualifications relevant to carrying outuagions of real estate, as well as current expegien
in such valuations in locations where assets oftmip are located.

In justified cases, investment properties whosaesahanges by at least 10%, are valued in each year
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Leases

The group as the lessee

A lease is classified as a finance lease if itdfans substantially all the risks and rewards iectdl to
ownership of an asset to the PROCHEM S.A. Capitalu@. Components of the assets under this
lease are measured in the financial statementsedbtver of amounts set in commencement of the
use: at fair value or at present value of minimeask payments. Each lease payment is divided into
the part constituting the liability and the finaglgpart. The liability is presented in the balasbeet in

the position ,Other liabilities” with the divisioimto the short-term part (payable up to one yead a
long term (payable in the period longer than orar)yd-inance costs are recognized in the Statement
of profit and loss. Principles of the amortizatiand depreciation of assets being a subject of the
financial lease and the principles of determinimgpairment allowances by assets under finance lease
are consistent with principles applied for the Grsuassets. PPE held under lease agreements are
depreciated over the economic life of assets. @itdine method of depreciation is used.

Lease payments under an operating lease and s@ndédgase installments are recognized in current
costs using straight-line method over the leasa.ter

The company as the lessor

Lease agreements, such as rent agreements acctwdwigch the Company retains substantially all
the risks and all rewards resulting from havingeaskd object, are classified as operating lease.
Leasing costs are recognized in current costs vithleme from the leased object are recognized in
profit of the period.

Borrowing costs

Borrowing costs are recognized as expenses inghediin which they are incurred, except for costs
that are directly attributable to the acquisitioanstruction or production of an asset (PPE, intdeg
assets).
Capitalization of borrowing costs commences when:

1. borrowing costs are incurred,

2. expenditures are incurred for the asset,

3. the activities necessary to prepare the assetsfartended use or sale are undertaken.

Capitalization of borrowing costs shall be suspénddhe case of interruption for extended periofds
active investing activity by the entity. Borrowiggsts are capitalized until the designation ofdbset
for use or sale.

Current assets

Inventory — in the item of inventory - materials, goods, sémshed products and work-in-process
are shown.

Inventories are measured initially at cost. Ashat balance sheet day the measurement is done with
the principles of prudence, that is categoriesvateed at the lower of purchase price, the producti
cost or the net realizable value.

Stock of goods and materials slowly-rotating iser@d among others by the write-down established
according to individual evaluation of the realizaptice as at the balance sheet day.

Stock inventory is carried out using the FIFO mdthdfirst-in", "first-out".

Write-downs concerning inventory and their revessate recognized in the other operating expenses

and revenues.
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Loans granted- arise when the entity is transferring financial meansecliy to the debtor, not
intending to enter the receivable into trade. Thmy classified as current assets, provided theiflate
their maturity does not exceed 12 months from thlarice sheet day. Loans with the maturity date
exceeding 12 months starting from the balance stesetire classified as non-current assets. Lo@ns ar
initially recognized at their fair value. The messuent of loans after initial recognition is at
amortized cost, using the effective interest rag¢hwmd, less impairment losses.

Receivablesare recognized initially at fair value, and subssily measured at amortized cost using
the effective interest rate method less impairnadiotvances. Impairment allowance of receivables is
identified when there is objective evidence that ¢itity will not receive all amounts due accogdin
to the original terms of receivables and it is grumed in other operating expenses. The amount of
write-down is a difference between the carryingueabf amount due and present value of estimated
future cash flows, discounted using the initiakefive interest rate.

Cash and cash equivalenisclude cash in hand and on bank accounts, banbsitepvith the original
maturity date up to three months and financial tasseasured at fair value through profit or losg an
meeting the requirements of the definition of theltequivalent. Cash is measured at nominal value.

Non-current assets held- for- sale

Non-current assets held-for-sale are assets mdaéerngllowing criteria:

+ by the Management is committed to a plan to sell,

« an active program to locate a buyer is initiated,

- an asset is available for immediate sale,

+ the sale is highly probable within 12 months frdassification as held for sale,
« the selling price is rational in relation to thereut fair value,

« itis unlikely that the sales plan will be signdittly changed.

Change of classification is reflected in the rejpgrperiod in which the criteria are met.

Immediately prior to reclassification to the grdugdd for the sale or the disposal, these asseteare
measured according to accounting principles. Narnec assets held for the sale (excluding financial
assets and investment properties) are recognizéiteifinancial statements in lower of two values:
the carrying amount or the fair value less costetb

In case of increase of value, at a later dateaiofvialue less costs to sell, the income is recaaghi
however, at the value not higher than previoustpgaized impairment allowance. Upon allocating
the given component of assets as held for salesaioalation of depreciation allowances is stopped.

Measurement of assets and financial liabilities
At initial recognition the Group shall measure cament of assets or liabilities at fair value, ira=ed
in case of the component of assets or financidlliiees not classified as measured at fair value
through profit or loss by transaction costs, whicbuld be directly attributable to the purchaseoor
the issue of the component of financial asset sigclfiees and commissions paid to advisers or sgent
levies imposed by regulatory agencies and the stackange and taxes. Transaction costs do not
include premium or discount from debt instrumentsfinancing costs, neither administrative costs
nor costs of holding of the instruments.
For measurement at the end of the reporting peni@hy other date after initial recognition the @Gro
classifies financial assets into one of four cat&go

1. measured at fair value through profit or loss,

2. held-to-maturity investments,

3. loans and receivables,

4. available- for- sale financial assets.
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Component of assets measured at fair value thrqurgfit or loss means such a component of
financial assets which was designated at initiebgaition as measured at fair value through puofit
loss or was classified as held for trading since:

. was purchased or contracted mainly for sale punghase in short term,

. is a part of portfolio of determined financiabtruments jointly managed and for which there
is evidence of a recent actual pattern of shomvgrofits, or

. is a derivative instrument (except for derivasivéhat are effective hedging instruments).

Investments held-to-maturity are non-derivativeafioial assets with fixed or determinable time of
payment or fixed maturity, which the Group is irderg and able to hold to its maturity.

Loans and receivables are non-derivative finarasakts with fixed or determinable payments, which
are not quoted on the active market. Availablesiale financial assets are non-derivative financial
assets, which were classified as available for ghle or which do not constitute loans or other
receivables, or investments held-to-maturity ad a®l they are not the financial assets measured at
fair value through financial result.

Measurement of financial assets at fair value

The Group measures financial assets measured ravdiie through the profit or loss, including
derivatives being assets and available-for-salenfiral assets, without reduction by the transaction
costs which can be incurred in relation to the salesing other way of the disposal of assets.

Fair value of financial assets is measured asviglio

» for instruments quoted on the active market basethe last quotations available at the end of the
reporting period,

- for debt instruments unquoted on the active mdrkeed on the discounted cash flows analysis,

«» for futures derivatives (forward) and swap consdidsed on discounted cash flows analysis.

Investments in equity instruments (shares) thatatchave quoted market price on active market and
which fair value cannot be measured credibly, aeed at cost by the Company, i.e. at purchase
price less possible impairment losses.

Financial assets designated as hedged items avedvah accordance with principles of hedge
accounting.

Profit or loss arising from the measurement of dwenponent of financial assets, classified as
measured at fair value through profit or lossemognized in financial result (profit or loss).

Profit or loss arising from measurement of the congmt of financial assets classified as available -
for - sale is recognized in other comprehensivenme, except for impairment losses and exchange
differences which are recognized in financial redebr debt financial instruments, interest calteda
using the effective interest rate method is recogphin financial result.

Measurement of financial assets at amortized cost
The Group values loans and other receivables, divdutrade receivables and held-to-maturity
investments according to amortized cost and usiagffective interest rate method.

Measurement of financial liabilities at fair value

The Group measures financial liabilities classifeedmeasured at fair value through profit or ldass (
particular including derivatives which are not lgeinedging instruments), as at the last day of the
reporting period or any time after the initial ogaition at fair value. Irrespective of the natarel
purpose of the acquisition, the Group, at thedhitecognition, classifies selected financial lidileis

as measured at fair value through financial refultleads to obtaining more useful informatidrhe

fair value of the obligation is based on the cursgiling price for instruments quoted on the attiv
market.
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In the absence of an active market, the fair vafdaancial liabilities is determined by:

« the use of recent market transactions conductedttirbetween the well knowledgeable, willing
parties, or

- reference to the current fair value of anotherument that is almost the same, or

« discounted cash flows analysis..

Measurement of other financial liabilities at ambred cost

The Group measures other financial liabilities aditw to amortized cost using the effective interes
rate method.

Financial guarantee contracts, i.e. contracts tidigate the Group (issuer) to make specified
payments to reimburse the holder for a loss itisdecause of not making payment by a specified
debtor when due in accordance with the originaiodified terms of a debt instrument, that is not
classified as liabilities at fair value througlofiror loss are measured at the higher of:

- the amount determined according to the principfestuation of reserves,

« initial value less, when appropriate, accumulatepréeciation allowances.

Impairment of financial assets
At the end of the reporting period, the Group asse# there is objective evidence of impairmera of
financial asset or group of financial assets.

If exist objective premises of an impairment ofrieaand other receivables as well as of investments
held to maturity, which are measured at amortizest, ¢then the Group shall recognize an impairment
loss based on the estimated future cash flows walided by using an original, effective interest rafte
the financial instrument.

If in a subsequent period, the impairment loss ebs®s and the decrease can be related objectively t
an event occurring after the impairment was recaghi then the previously recognized impairment
loss shall be reversed and recognized as reverfirancial result.

If objective premises exist for an impairment ofi unquoted equity instrument that is not carried at
fair value because its fair value cannot be refialbasured, then the amount of impairment allowance
is set as the difference between book value offittacial asset and the current value of estimated
future cash flows, discounted at the current marké¢ of return for a similar financial asset.
Impairment allowance which is set in such way,assubject to reversal.

If objective premises exist for impairment of fiméad asset available-for-sale, then the cumulative
losses arising from valuation recognized in thdestent of comprehensive income, in accordance
with the principles of valuation of financial asseare derecognized from equity and recognized in
financial result (profit or loss). If in a subsequeperiod fair value of an available-for-sale debt
instrument rises and the increase can be objéctiekated to an event occurring after the recagnit

of impairment loss in financial result, the amowoft reversed impairment allowances shall be
recognized in financial result (profit or loss).

Impairment losses of the investment in an equigyrinment, which is classified as available-for-gsle
not reversed in financial result (profit or loss).

Dividend paymentsto shareholders of the Company is recognized dslitiain the financial
statements of the Company, at the time when &aptaesolution was passed at the General Meeting
of Shareholders of the Company.

Provisions -are established in the justified, credibly assessdde. Provisions are created when
obligation (legal or customary) rests on the Growpijch results from past events and when it is
probable, that fulfilling of this duty will resulh the necessity of the outflow of financial meazsd
may be credibly estimated the amount of this lighil
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Employee benefits the Group pays the contributions to the obligatoetirement benefit plan,
depending on the amount of gross wages, whichaigl ip accordance with the applicable laws. The
Group has no other retirement benefit plans. Ineord determine the present value of future
obligations relating to retirement benefits and te&ated current cost of employment is applied
actuarial valuation method.

Accrued liabilities are equal to discounted paymewhich will be made in future, taking into
consideration among others, staff turnover, thenned increase of salaries, and relate to thegéoi
the date ending the reporting year.

Provision for the retirement gratuities was credtedrder to allocate costs to the periods to which
they relate.

Provisions for retirement gratuities is recognizadthe statement of profit and loss, except for
actuarial gains and losses arising from changéseiractuarial assumptions (including those resyiltin
from changes in the discount rate) as well as thaaaial adjustments ex-post, which are recognized
in the statement of comprehensive income.

Equity
Equity is recognized in the accounting books byetyim accordance with legal regulations and the
Articles of Association of the Company. Equity indés:
» Share capital — shown in the nominal value of fseed and registered shares
» Revaluation reserve includes:
- the revaluation difference between the faiuesdnd the purchase price, less deferred tax
among others of buildings and structures and ¥ghich are measured at fair value,
- capital arisen from the foreign exchange déferes — from translation of the foreign
operations of Representation Office,
- gains and losses actuarial resulting fteenchanges in actuarial assumptions (including
those due to change in discount rate).
» Retained earnings, which include:
o Spare capital, which is created from the surpla$essle of shares above its nominal
value, and from annual write-downs of net ggadind write-downs of
revaluation of property, plant and equipmarthie previous years.
0 Reserve capital which arose from the profit alledab equity
o0 Undistributed profit/loss brought forward and ptdfoss) of the current year,
0 Advance payments paid on account of dividends.

Revenues from saldaclude the fair value of revenues from sale ofisers, goods and materials.
Revenues from the contracts for construction sesvifgeneral contracting) and the design and
engineering services are determined in proportioiné degree of execution of the service. Degree of
execution of the service is measured by the sHarests incurred from the date of the contrach® t
date of recognition of income in the total costtbé execution of service.

Correctness of calculations of the degree of tlogness of service as well as expected total exgense
and revenues from the service performed is verdiethe end of each quarter.

Revenues from sale of goods and materials are mexmmyin the profit and loss account when the
Group has transferred to the buyer the significamtards incidental to right of ownership to these
assets and ceased to be permanently involved mageanent of the assets transferred, and alsost doe
not exercise the effective control over them.

Income tax -tax burdens include the current taxation by corgoracome tax, and the change in
provisions or deferred tax assets.

Current tax liabilities are established on the asicurrent tax regulations and the establisheabie
income. Current tax liabilities for the currentiperand previous periods are included as the itgbil

in the amount, in which it wasn't paid.

Provision to deferred income tax is recognized gisire liability method, on transitional differences
between the tax bases of assets and liabilitiesttagid carrying amounts in the financial statements
Deferred income tax is determined using tax rates are applicable as at the balance sheet date.
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Transitional differences relate to different measwent of assets and liabilities for tax purposes an
balance sheet purposes.

Income tax assets are recognized when is problaslert future the taxable income will achieved that
will enable the use of transitional differences.

Deferred tax assets are recognized separately fagnosses which can be deductible in the next
years.

6. Explanatory notes to consolidated financial statenrgs as at and for the period
ended 31 December 2016

Note No. 1 — Property. plant and equipment

31 December 2016

31 December 2015

Property, plant and equipment, including 22 695 23779
- land 4313 4732
- buildings, premises and civil engineeringeait$ 15729 16 486
- machinery and equipment 649 906
- vehicles 939 807
- other PPE 1065 848
Construction under progress 18 35
Total property, plant and equipment 22713 23814

PPE - ownership structure

31 December 2016

31 December 2015

a) own 10 365 11 030
b) used under rental, lease or other agreememtgding: 12 348 12 784
- lease 653 442
- rental and lease 11143 11790
- value of the right of perpetual usufruct 552 552
Total property, plant and equipment in balance sheet 22713 25814

The Group, pursuant to an agreement dated 23 00 Rases property consisting of 3 buildings with
a total area of 6 227.5%on a plot of 3 311 fiocated in Warsaw at Emilia Plater Street No. 48 a
Hoza No. 76/78. The duration of the contract, fromdhge of its conclusion, is 30 years.

In 2016, the Group changed the classification afpprty, plant and equipment, i.e. transferred the
property, plant and equipment to investment prgpettie to the change in their use. In 2016, the
Group signed a lease agreement for the properagdddn Tlé for the period from 1 April 2016 to 31
December 2020. The difference between the fairevahd the carrying amount arising at the time of
transfer to investment property measured at faimevés accounted for as revaluation in accordance
with IAS 16. The net value for the moment of resifisation is given in the table below.

Net value on 31 Fair value on 31
December 2016 (in | Revaluation at fair valug  December 2016 (in
PLN thousands) PLN thousands)
Level 3 Level 3 Level 3

Land, including the right of perpetual 172 6 166
usufruct
Buildings and constructions 64 16 80
Total 236 10 246
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Land, buildings and constructions are carried @lteed amount, being its fair value at the datthef
revaluation, set by experts, less any subsequentradated depreciation and subsequent accumulated
impairment losses. The fair value as at 31 Decern2pd6 was set based on valuation made by
independent valuers not associated with the Grobp.valuers have the right qualifications to carry
out valuations of land, buildings and structuresyell as the current experience in such valuations

which are carried out in locations where thereamsets of the Group.
Methods of valuation and key unobservable datgpersented in table as below.

Method of valuation

The key unobservable input
data

The relationship between the key,
unobservable input data, and the fair
value

The comparative approach using the

method of the adjusted, average price: The
model is based on determining of the
average transaction price of 1 m2 on the
basis of a representative sample of the
transactions, which were concluded. The
average price was adjusted for weight of
characteristics of the market: the
attractiveness of the location and the
neighborhood, area and shape of the plo
destiny, legal status of a land, access tg
the plot.

* The average transaction
price per 1 m2.

*  Attractiveness of the
location and
neighborhood.

* Area and shape of the plo
* Designation

* Legal status

* Access to the plot

The estimated fair value of real estate
would be increased (or would be
reduced), if:

¢ the average transaction price per
m2 was higher (was lower)

Discounted cash flows: The model of
measurement is based on the present vg
of future net cash flows that will be
generated from the real estate taking intg
account: the level of lease of a space. Th
expected net cash flows are discounted
through  discount rates, which take the
risk into account. Other factors conside
in the average rent, which was adopted
per square meter are: attractiveness of th
location, technical condition of building,
the standard and the functionality of the
building, the possibilities of the access, a

* Level of lease of space:
lue  reflecting the status of the
currently leased space.

* Adjusted for the risk of

© discount rate: 6.98%,
7.0%.

ed

e

nd

parking spaces.

The estimated fair value of real estate
would be increased (or would be
reduced) if:

* Level of lease of space was highe
(was lower);

¢ Discount rates adjusted for the risk
were higher (were lower).

=

There has been no change in the valuation techwigaeg the year.

Details concerning land, buildings and constructjas well as information about the hierarchy of fa

values as at 31 December 2016

Fair value as at 31December 2015 Fair value as at 31December 201
The group (in PLN thousands) (in PLN thousands)
Level 3 Level 3
Land, including the right of perpetual usufruct 37 4313
Buildings and constructions 16 486 15729
Total 21218 20 042

Property, plant and equipment
described in Note 18.
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Change in PPE in 2016

nolding  Buldngs |
the right of premises, Machinery ) Other Construction Total
and civil and Vehicles under
perpetual engineering equipment PPE progress PPE
usufruct of obiects
land !
Gross value
As at January 2016 5563 25712 4984 2750 4 609 37 43655
Increase (due to) - 177 282 555 691 -17 1688
- acquisition 16 281 555 667 2 1521
- other changes, including revaluation of non- ) 161 1 ) 2 19 167
current assets to fair value
Decrease (due to) -310 -3 587 -716 -1112  -1042 - -6 767
- disposal of PPE - - -24 -669 -158 - -851
- transfer to investment property -166  -3587 - - - - -3753
- liquidation of PPE - - -486 - -884 - -1370
- deconsolidation of the value of assets of sold
subsidiary - -206 -443 - - -649
- qther changes, including revaluation of PPE to 144 ) ) ) ) ) 144
fair value
As at 31 December 2016 5253 22302 4 550 2193 4258 20 38576
Depreciation and impairment
As at 1 January 2016 - accumulated
depreciation 831 9226 4078 1943 3761 2 19 841
- increase — depreciation for the period 109 854 524 344 309 - 2140
- decrease due to disposal of PPE - - -23 -598 -150 - -771
- decrease due to liquidation of PPE - - -485 - -884 - -1 369
- deconsolidation — depreciation of PPE of the ) ) 196 430 ) ) 626
subsidiary sold
- transfer to investment property -3 507 - - - - -3 507
- other changes , including revaluation of non- ) ) 3 5 ) ) 2
current assets to fair value
As at 31 _December 2016 - accumulated 940 6573 3901 1254 3036 2 15 706
depreciation
Impairment of PPE - - - - -157 - -157
Net value of PPE on 31 December 2016 4313 15729 649 939 1065 18 22713
Comparative data
Change in PPE in 2015
iy Budrgs, _
the right of premises, Machinery ) Other Construction Total
and civil and Vehicles under
perpetual engineering equipment PPE rogress PPE
usufruct of gb'ects 9 equip prog
land !
Gross value
As at 1 January 2015 5563 25 402 5038 3498 4493 18 44012
Increase (due to) - 310 425 344 185 19 1283
- acquisition - 310 425 344 185 19 1283
Decrease (due to) - - -479 -1 092 -69 - -1 640
- disposal of PPE - - - -221 - - -221
- liquidation of PPE - - -19 - -7 - -26
- other changes , including non-current assets of ) -460 871 62 ) 1393
the sold subsidiary
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As at 31 December 2015 5563 25712 4984 2750 4609 37 43655
Depreciation and impairment

As at 1 January 2015 - accumulated 722 8122 3948 2417 3563 2 18774
depreciation

- increase — depreciation for the period 109 1104 566 331 185 - 2295
- decrease under disposal of PPE - - - -221 -2 - -223
- decrease under liguidation of PPE - - -19 - -3 - -22
- other changes, including depreciation of non- ) ) 417 584 18 ) 983
current assets of the sold subsidiary

As at 31 December 2015 - accumulated 831 9226 4078 1943 3761 2 19841
depreciation

Net value of PPE on 31 December 2015 4732 16486 906 807 848 35 23814

Note No. 2 — Intangible assets

Acquired concessions, patents, licenses and siaslksets including

31 December 2016

31 December 2015

computer software 391 508
Total intangible assets 391 508
Intangible assets — ownership structure

own 391 508
Total intangible assets 391 508

Change in intangible assets in 2016

Acquired concessions,
patents, licenses and similar
assets including computer

Total intangible assets

software

Gross value
As at 1 January 2016 3390 3390
Increase (due to) 96 96
- acquisition 96 96
Decrease (due to) -1 -1
- liquidation -1 -1
As at 31 December 2016 3485 3485
Amortization and impairment
As at 1 January 2016 — accumulated amortization 282 2 882
Amortization for the period (due to) 212 212
- increase (accrued amortization) 240 240
- other changes -28 -28
As at 31 December 2016 - accumulated amortization 3094 3094
Net intangible assets on 31 December 2016 391 391
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Comparative data
Change in intangible assets in 2015

Acquired concessions,
patents, licenses and similar
assets including computer

Total intangible assets

software

Gross value

As at 1 January 2015 3226 3226
Increase (due to) 465 465
- acquisition 465 465
Decrease (due to) -245 -245
- liquidation -245 -245
As at 31 December 2015 3446 3446
Amortization and impairment

As at 1 January 2015 - accumulated amortization 836 3 036
Amortization for the period (due to) -98 -98
- increase (accrued amortization) 145 145
- decrease due to disposal -243 -243
As at 31 December 2015 - accumulated amortization 2938 2938
Net intangible assets on 31 December 2015 508 508

Note No. 3 — Investment property

31 December 201¢€

31 December 201¢

Construction under progress 1128 1122
Buildings and constructions 6 270 6 148
Land 5352 4 690
Total investment property 12 750 11 960
Change in Change in investment
. . investment proper ropert
Investment properties by titles m pinpm% P inp201ye
Investment property - land
As at opening balance sheet 4 690 17 241
- net increase from revaluation to fair value 496 -
- reclassification from PPE 166 -
- decrease, including disposal - -12 551
As at closing balance sheet 5 352 4690
Construction under progress
As at opening balance sheet 1122 9125
- change due to: - -8 003
a) disposal - -8 003
b) acquisition 6 -
Total change 6 -8 003
As at closing balance sheet 1128 1122
Investment property - buildings and constructions
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As at opening balance sheet 6 148 6 594
- change due to:

a) revaluation at fair value 42 -
b) increase due to acquisition - 298
¢) reclassification from PPE 80 -
c) disposal - -744
Total change 122 -446
As at closing balance sheet 6 270 6 148
Total investment property 12 750 11 960

Fair value of investment property on 31 Decembet62@as set based on valuation made by
independent experts not associated with the Grole.experts have the right qualifications to carry
out valuations of investment properties, as wethascurrent experience in such valuations, whieh a

carried out in locations where there are assetth@fGroup. Methods of valuation and the key

unobservable data are presented in table as below:

Method of valuation

The key unobservable input datédor
the comparable real estate

The relationship between the key
unobservable input data, and the
fair value

The comparative approach using the method of
the adjusted, average price: The model is based

The average transaction prig

elhe estimated fair value of real
estate would be increased (or

per 1 m2.

Attractiveness of the locatiof
and neighborhood.

Area and shape of the plot
Designation

Legal status

Access to the plot

on determining of the average transaction pric
of 1 m2 on the basis of a representative samp
of the transactions, which were concluded. Th
average price was adjusted for weight of
characteristics of the market: the attractivenés
the location and the neighborhood, area and
shape of the plot, destiny, legal status of d a
access to the plot.

would be reduced), if:

* average transaction price pe
m2 for the real estate being
comparable was higher
(lower)

=)

D @D W
=

50

Discounted cash flowss The model of
measurement is based on the present valu
future net cash flows that will be generated fr

The estimated fair value of real
estate would be increased (or
would be reduced), if:

Level of lease of space:
reflecting the status of the
currently leased space

L]
e of
bm

e e oot et “foae  Adsteforheiskof | Leve ofeaseofspace was

, v - i < 704 -7.50 igher (was lower);
expected net cash flows are discounted thro discount rate: 7% -7.5%. e Discount rates adiusted for
discount rates, which take the risk into account. the risk were hi h]er (were
Other factors considered in the average rent, 9

which was adopted per square meter are: lower).

attractiveness of the location, technical conditjon
of building, the standard and the functionality |of
the building, the possibilities of the access, and
parking spaces.

There has been no change in the valuation techwigaeg the year.

Details concerning investment property, as welhg@mation about the hierarchy of fair values &s a
31 December 2016.

Fair value (in PLN thousands)

Group 31 December 2016 31 December 2015
Level 3 Level 3

Land, including the right of perpetual usufruct 23 4690

Buildings and constructions 7 398 7270

Total 12 750 11 960

There were no displacements between levels 1, 3ahling a year.
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Note No. 4 - Shares

Shares

In other entities
Net shares

Write-downs of financial non-current assets
Gross value of shares

Change in shares

a) as at the beginning of the period

31 December 2016

830
830

830

31 December 2016

b) as at the end of the period

Note No. 5 — Shares in entities valued using thelggmethod

Shares in associated entities

Shares — net value
Write-downs of shares
Gross value of shares

Change in shares valued using the equity method

As at the beginning of the period
- shares at cost
Decrease (due to)
- share in the current year result
- write-downs of shares in connection with th@agement proceedings
As at the end of the period, net value
Write-down
As at the end of the period, gross value

Zmiana stanu odpiséw aktualizupcych wartosé akcji i udziatow w jednostkach
wycenianych metoe praw wlasnaci

As at the beginning of the period
Increase in write-off

Decrease in write-off

As at the end of the period

31 December 2015

830
830

830

31 December 2015

830 830
830 830
31 December 2016 31 December 2015
22 678 24 000
1011 400
23 689 24 400
31 December 2016 31 December 2015
24 000 25 136
24 000 25136
-898 -1136
-1110 -1136
212 -
22 678 24 000
1011 400
23 689 24 400

31 December 2016

400
611

1011

31 December 2015

2073
400

-2 073
400

Irydion Sp. z 0. 0. is the only joint venture (&njby-controlled entity), where the Group partidips.

It is a company whose aim is to build an officelding under the name of "Astrum Business Park" in
Warsaw. The Company is not been quoted. Group kasified its interest in Irydion as a joint

venture.

Group exercises joint control along with the shaléér LFI 1 Fundusz Inwestycyjny Zamkty

Aktywow Niepublicznych seated in Wroctaw, 50% slsafer each partner. Each of the partners has

two representatives in the Supervisory Board.

Prochem SA. Capital Group
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As at 31 December 2016, the Group made a write-dapaating the value of its shares in associate

Itel Sp. z 0.0. The value of the write-down was aetPLN 212 thousand. This write-down was
recognized in the financial result for 2016 - imaihce costs.

In October 2016 the company ITEL Sp. z o. o. seatedsdynia has joined the restructuring
agreement.
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Shares in subsidiaries as at 31 December 2016

Ite
m a b c d e f g h i j K
No.
C(;r;)s;lilgj da}g(;&;nt;t:o Date of Participation
Type of relationship using the equity acquisition in total
e L of control / Percentage of number of
Name of the . (subsidiary, jointly method, or an e Value of Total The )
) | Registered , . . L joint control . - share capital | votes at the
company and its legg office Scope of company’s activitig controlled entity or indication that the Jand of the shares at| revaluation carrying | o1 directl General
form associate, details of direq entity is not subject t : cost adjustments | value of : directly
A . ) L | exertion of and indirectly | Assembly
and indirect relationship| consolidation/valuati| . ii shares directl d
on under the equity s_|gf?| icant (. |r§:_cty|an
method influence indirectly)
PROCHEM Consultancy on business and 22 June
1 | INWESTYCJE Warsaw y subsidiary full 2999 - 2999 100.0% 100.0%
S management 1992
p.zo.o.
. _— i Indirect subsidiary
Construction designing, urban (company Prochem
2 | PREDOM Sp.zo.0| Wroctaw | planning, process Inwestpycj?e/ $p.20.0 full 19 July 2002 764 - 764 80.7% 71.1%
engineering holds 75% of capital)
. - i Indirect subsidiary
PRO-INHUT Dabrowa Const'rucnon designing, urbgn (company Prochem 4 October
3 - planning, process ) full 63 - 63 93.2% 93.2%
Sp.z o.o0. Gornicza engineerin Inwestycje sp. z 0. 0. holds 2001
9 9 93.2% of shares)
Marketing activities,
PROCHEM construction works, design - 18 March ) o o
4 ZACHOD Sp.zo.0 Warsaw services, commercial activity subsidiary full 1998 1061 1061 80.0% 80.0%
and forwarding
Indirect subsidiary 10
ELEKTROMONTAZ . Assembly of electrical (company Prochem ) o o
5 KRAKOW S.A*) Krakow installations and equipment Inwestycje Sp. z 0. 0. full Dezc(()egiber 15099 15099 85.4% 85.4%
holds 65.5% of shares)
ELMONT Indirect subsidiary
6 | INWESTYCJE sp.| Krakow Developer’s activity (Elektromonta Krakéw full 5 April 2007 9 050 - 9 050 92.7% 92.7%
Z 0. 0. S.A. holds 50% of shares)
Development and sale of regl  Indirect subsidiary
estates and rental of ( Prochem Inwestycje Sp!. 17 Aoril
7 | ELPRO sp. z 0. 0.| Krakow properties on own account, z 0. 0. holds 50%, full 200p2 3234 - 3234 92.7% 92.7%
management of non- Elektromonta Krakow
residential real estates S.A. holds 50% shares)
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Development and sale of regl subsitliri]grlre(};trochem
8 | IRYD sp. z o.0. Warsaw | estates and rental of Inwestycngp 70.0 full 13 July 2000 150 150 - 100.0% 100.0%
properties on own account holds 100% shares)
ATUTOR Production and sale of . -
INTEGRACJA computer software, computer Indirect subsidiary 28
9 CYEROWA S Warsaw svstem intearation. IT (company Prochem full September 308 - 308 87.3% 87.3%
p. YSte 9 ' Inwestycje holds 87.3%) 2000
Z 0.0. services
subsidiary (company
PROCHEM RPI , - Prochem Inwestycje Sp. ) o o
10 SA Warsaw Developer’s activity 0. 0. holds 3.33% of full 8 April 1998 513 359 154 100.0% 100.0%
shares)
. Indirect subsidiary .
11 glmont Pomiary | rakew Developer’s activity (Elektromonta Krakéw full Zg&pﬁl 190 - 190 77.6% 77.6%
p.z0.0. S.A. holds 100% shares
PREDOM Indirect subsidiary Not subiect to
12 | PROJEKTOWANIE | Wroctaw Design services (company PKI Predom Sp. Dject 1 May 2002 53 53 - 81.0% 69.3%
. consolidation
Sp. z 0.0%) Z0.0.)
* the share in capital and votes, is presented upompletion of the redemption procedure of shares ghtiback by ElektromontaKrakéw S.A. with the aim of redemption
** the company has not commenced activities
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Shares in subsidiaries - continuation

a b c d e F
Entity’s equity, including: . R . . .
yS equily 9 Entity’s liabilities and provisions t¢ Entity’s trade and other receivables,
Ite . Retained earnings, including: liabilities, including: including: . Total
Own | Revaluatio Total entity’s
m Name of the company Share shares . - revenues
° > n capital Profit assets
No capital | (negative (loss) Net Non- Non- from sales
value) profit current current
brought (Ioss) current current
forward
1 ngfOZCOHEM INWESTYCJE | g624| 3000 - 5 624 - 714| 20299| 19350 949 90| - 90 28923 4257
2 | P.K.LPREDOM Sp. z 0.0. 9 9§ 1600 - 6050 3336 - 400 7 467 1733 5735 5 806 - 5 806 17 454 16 148
3 | PRO-INHUT Sp. z o .0. 1129 53 - - 1076 - 235 2049 312 1737 2203 - 2203 3148 3250
4 EEOCHEM ZACHOD Sp.z| 1 gag 1600 - - 236 - -4 36 - 36 1 - 1 1872 -
ELEKTROMONTAZ

5 KRAKOW S.A¥) 22 499 1 208§ - 7246| 13598 - 447 16 851 2870 13981 14 164 - 14 164 41 000 42 090
6 | CLMONTINWESTYCIESP- 2 7653 8000 - 347| 536 189 3 3 1| - 1 7656 0
7 | ELPRO sp. z 0.0. 413 3290 - 659 - 127 403 385 18 8 - 8 4 540 200
8 | IRYD Sp. z o.0. -18 150 - -338 -333 -5 208 - 208 12 - 12 20 -
9 | ATUTOR Sp. z 0.0. 214 355 - -141 -150 9 788 788 782 - 782 1002 1039
10 | PROCHEM RPI Sp. z 0.0. 1 600 - -461 -153 -308 1 - 1 3 - 3 140 -
11 | Elmont Pomiary Sp. z 0.0. the company consolidated by Elektromantaakéw S.A. - financial data of the company arguded in financial statements of Elektromaritaakow S.A.

12 SREDOM PROJEKTOWANIE Not subject to consolidation

p.z 0.0.
* the share in capital and votes, is presented upompletion of the redemption procedure of shares ghtiback by ElektromontaKrakéw S.A. with the aim of redemption.
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Shares in entities valued using the equity methadad 31 December 2016

Item No. a b c d e f g h i j k
Scope of the Company’q Type of relationship Date of Value of
activities (subsidiary, jointly acquisition | shares at|
controlled entity or of control / cost
associate, details of] joint control Total Participation in total
Registered direct and indirect | Consolidation metho( /and of the revaluation number of votes
Name of the company| office relationship) applied exertion of adjustmentg The carrying at the General Assemb
and its legal form significant value Percentage
influence of shares of share
capital
held
Other electrical 13
1 ITEL Sp. z 0.0. Gdynia | . ; associated The equity method September 708 708 - 42.0% 42.0%
installations 2005
The equity method
(change in the
structure of
2 IRYDION Sp. z 0.0. Warsaw rental of own real &sta| Jointly-controlled sharehpl@ng fromaj 24 March 4503 - 4503 50.0% 50.0%
subsidiary for a 2000
jointly-controlled
entity as from 3April
2013)
Shares in entities valued using the equity methodontinuation
Item
No. a b c d e f
Total
Company’s equity, including: Liabilities and provisions to liabilities, includin Receivables, including: .
Name of the company Entity’s
Revenues
Non-current Current from sales
Net profit (loss) Razem Current liabilitie . . assets
receivables | receivables
1 ITEL Sp. z 0.0. 50 -602 1479 517 962 806 - 806 1985 1896
2 IRYDION Sp. z 0.0. 45 35 -1715 101 688] 99 930 1758 888 - 888 147 047 1686
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Note No. 6 - Settlement of deferred income tax
- deferred tax assets

Change in deferred tax assets

1. Deferred tax assets as at the beginning of thenpod, recognized in

31 December 2016

31 December 2015

financial result (profit or loss) 5662 6051
a) recognized in financial results 5 607 6 000
- provisions to costs 292 627
- write-down of receivables 1042 1045
- unpaid remuneration under contracts: of mameat of specific task 32 37
- deferred income 842 2204
- interest on loan 290 647
- provision for retirement benefit 409 395
- provision for holiday benefits 278 266
- deferred tax on the write-down updating thiigaf financial asset 5 5
- unpaid employee benefits 1 61
- write-down of inventories 54 54
- tax loss 1259 300
- other, including exchange differences 1103 359
b) recognized in equity 55 51
- provision to retirement benefit 55 51
2. Increase 5747 3697
a) recognized in financial result 5737 3693
- provision to costs 418 289
- unpaid remuneration under contracts of mandatespecific task 14 32
contracts
- deferred income 560 842
- interest on loan 63 72
- provision for retirement benefit 16 30
- provision for holiday benefits 40 70
- unpaid employee benefits 1 -
- creation of an asset for tax loss 3951 1255
- write-down of inventories 52 -
- costs of discounted cash flows 36 -
- other, including exchange differences 586 1103
b) recognized in equity 10 4
- provision to retirement benefit 10 4
3. Decrease 2811 4 086
a) recognized in financial result 2811 4 086
- the use of provision for costs 301 624
- write-down of receivables 324 3
- paid remuneration under contracts of mandadlespecific task 32 37
contracts
- deferred income 842 2204
- interest on loan 54 429
- the use of provision for retirement benefit 74 16
- the use of provision for holiday benefits 70 58
- paid employee benefits 1 61
- the use of the asset for tax loss 100 296
- other, including exchange differences 1013 358
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4. Total deferred tax assets as at the end of thenpa, including: 8598 5662
a) recognized in financial result 8 533 5 607
- provisions for costs 409 292
- write-down of receivables 718 1042
- unpaid remuneration under contracts of manaatespecific task 14 32
contracts
- deferred income 560 842
- interest on loan 299 290
- provision for retirement benefit 351 409
- provision for holiday benefits 248 278
- unpaid employee benefits 1 1
- tax loss 5110 1259
- deferred tax on write down of financial assets 5 5
- write-down of inventories 106 54
- costs of discounted cash flows 36 -
- other, including exchange differences 676 1103
b) recognized in equity 65 55
- provision for retirement benefit 65 55
- provision for deferred income tax
iln.;urgi\;]lzl:on for deferred income tax as at the beghning of the period, 5 829 6 709
a) recognized in financial result 3880 4751
- interest accrued on loan 490 558
- revaluation of non-current financial assets 136 136
- accrued income from uncompleted service 1320 1670
- the dif'fe_re_nce between the installment of tperating Ieas_e, and the ) 6
depreciation of the leased non-current aseebgnized in costs
- revaluation of non-financial investments 496 1785
- surplus of the balance sheet depreciation aedepreciation 564 472
- revenue from the sale of non-financial asgatsble revenue in the 809 )
next period
- other 65 124
b) recognized in equity 1949 1958
- revaluation of PPE at fair value 1949 1958
2. Increase 1433 2752
?e)nrqci)c;c;gp;z;?feirr\efri]r;aer;():ial result of the period undr positive 1424 2752
- interest accrued on loan 144 137
- accrued income from uncompleted service 1016 1320
- revaluation of non-current financial assets - 341
- the difference between tax depreciation andriza sheet depreciation 98 92
- revenue from the sale of non-financial assatsble revenue in the i 809
next period
- other 166 53
b) recognized in equity under positive temporary dferences 9 -
- revaluation of PPE at fair value 9 -
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3. Decrease 2195 3632
?e) nr%%c;gp;zdeigf;rrlef:]r;zgcial result of the period undr positive 2195 3623
- interest accrued on loan 59 205
- accrued income from uncompleted service 1320 1670
- difference between the operating Ie._ase i_nsmilmnd depreciation of ) 6
the leased non-current assets recognized in costs
- use of revaluation of non-financial investments - 1630
- revenue from the sale of non-financial asgatsble revenue in the 809 )
next period
- other 7 112
b) recognized in equity under positive temporary dferences - 9
- revaluation of non- financial assets - 9
4. Total provision to deferred income tax at the enaf the period 5067 5 829
a) recognized in financial result 3109 3880
- interest accrued on loan 575 490
- revaluation of non-current financial assets 136 136
- accrued income from uncompleted service 1016 1320
- revaluation of non-financial investments 496 496
- surplus of the balance sheet depreciation owedégreciation 662 564
- revenue from the sale of non-financial assetslk revenue in the next ) 809
period
- other 224 65
b) recognized in equity 1958 1949
- revaluation of property, plant and equipmerfaatvalue 1958 1949

31 December 2016

31 December 2015

Deferred tax assets 8 598 5662
Provision to deferred income tax -5 067 -5 829
Assets / (Provision) under deferred income tax 3531 -167

Presentation in the statement of financial position

31 December 2016

31 December 2015

Deferred tax assets 5879 2716
Provision to deferred income tax -2 348 -2 883
Assets / (Provision) under deferred income tax 3531 -167

In 2016, the Group created a deferred income taertasf PLN 5,110 thousand from the tax loss
incurred in 2016. The Management Board estimatasiththe coming years is able to settle this loss
through income achieved. Big impact on the settlgroéthe tax loss will have the settlement of case
in court described in Note 40.

Note No. 7 —Other non-current financial assets

. . 31 December 2016
Other financial assets

31 December 2015

a) from jointly-controlled entities 18 334 17 955
- loans 18 334 17 955
Total other financial assets 18 334 17 955
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Loans granted — as at 31 December 2016

+ Loans granted to jointly-controlled company Irydi®p. z 0. 0. seated in Warsaw:
- in the amount of PLN 11 918 thousand, includemgount of the loan PLN 11 000 thousand,
accrued interest PLN 918 thousand. The interestisaset annually according to WIBOR 6M
rate, the repayment date of the loan with intenest set on 22 September 2031;
- in the amount of PLN 6 416 thousand, includingroant of the loan PLN 6 000 thousand,
accrued interest PLN 416 thousand. The interegt imtset annually at 3% per year, the
repayment date of the loan with interest was s&28eptember 2031;

Increase:
« Accrued interest on loan granted to jointly-corigdlcompany Irydion Sp. z 0. 0. in the amount
of PLN 379 thousand.

Loans granted — as at 31 December 2015

+ Loans granted to the jointly-controlled companydlon Sp. z 0. o. seated in Warsaw:
- in the amount of PLN 11 720 thousand, includiagrount of the loan PLN 11 000 thousand,
accrued interest PLN 720 thousand. The interestisaset annually according to WIBOR 6M
rate, the repayment date of the loan with intenest set on 22 September 2031;
- in the amount of PLN 6 235 thousand, includingroant of the loan PLN 6 000 thousand,
accrued interest PLN 235 thousand. The interegt imtset annually at 3% per year, the
repayment date of the loan with interest was sét28eptember 2031;

Note No. 8- Inventories

Inventories 31 December 2016 31 December 2015
Materials 4 865 6220
Semi-finished products and work-in-process - 128
Goods - 723
Total inventories 4 865 7071
Write-down of inventories 578 285

Note 9 - Trade and other receivables

Trade and other receivables 31 December 2016 31 December 2015
Trade receivables 59 426 85 643
Write-down of receivables 5 449 7 404
Net trade receivables, including: 53977 78 239
- with a repayment period up to 12 months 49 950 74 208
- with a repayment period over 12 months 4027 4031

Receivables from taxes, subsidies, customs dutiesgcial and health

insurance and other benefits 420 4851
Other receivables 2 657 1303
Write-down of other receivables 402 402
Net other receivables 2 255 901
Total receivables, net 56 652 83991
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Trade and other receivables from related entities

31 December 2016

31 December 2015

Trade receivables, including: 2 301 7 432
- from jointly-controlled entities 2301 7 432
Total trade and other receivables from related enties, net 2 301 7 432
Write-down of receivables from related entities - -
2301 7 432

Total trade and other receivables from related enties, gross value

Change in write-downs of trade and other receivabke

31 December 2016

31 December 2015

As at the beginning of the period 7 806 6 949
a) increase (due to) 117 1104
- write-downs for receivables 117 1104
b) decrease (due to) 2072 247
- payment received 118 198
- the use of write-downs created in the previpeisods 1831 6
- sale of shares in subsidiary 122 37
- resolving of write-down 1 6
Write-downs of current trade receivables and othereceivables at the 5851 7 806

end of the period

In the majority of contracts signed by the Grouimet of payment for services was established in the
range from 14 to 60 days. As at 31 December 2086asnat 31 December 2015, trade receivables
include the security deposits under statutory wudyrafor construction and assembly works

respectively in the amount of PLN 19 041 thousamdtiRLN 22 014 thousand.

Trade receivables with time of repayment remainingrom the
balance sheet date:

31 December 2016

31 December 2015

a) up to 1 month 18 237 18 950
b) above 1 month up to 3 months 11 309 23592
¢) above 3months up to 6 months 1666 5249
d) above 6 months up to 1 year 791 3221
e) above 1 year 2753 4031
f) receivables overdue 24713 30600
Total receivables from supplies and services (gross 59 469 85 643
g) write-down of receivables from supplies and/s®s 5449 7 404

54 020 78 239

Total receivables from supplies and services (net)

An age analysis of past due trade receivables (gg)s

31 December 2016

31 December 2015

a) up to 1 month 1062 4197
b) above 1 month up to 3 months 424 341
c) above 3months up to 6 months 242 951
d) above 6 months up to 1 year 15 947
e) above 1 year 22970 24 164
Total past due receivables from supplies and servis€gross) 24713 30 600
f) write-down of past due receivables from suppéied services 5449 7404
Total past due receivables from supplies and servis€gross) 19 264 23 196

The outstanding balance of trade receivables imglugceivables overdue of a carrying amount of
PLN 17 364 thousand under the security deposit uadsgatutory warranty, to which the Group did
not create reserves, because are considered theewecovered. The Group has collateral in threnfo
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of the seized security deposits under the statwiaryanty from subcontractors in the amount of PLN
2 928 thousand. For more information see Note Nb—3nformation on significant proceedings

pending before the court.
Note No. 10 — Other financial assets

Other financial assets 31 December 201¢ 31 December 201¢

a) from other entities: 198 2799
- current loans 198 273
- other financial assets — the discounteturity deposit constituting
: - 2526
the collateral of a bank guarantee of reimburseragatlvance payment
Other financial assets 198 2799
Gross other financial assets - -
Gross other financial assets 198 2 799

Loans granted - as at 31 December 2016
* A loan for Committee Civic for the Building of th@ardiologic Hospital of the name of
Marshal Jozef Pitsudski in Warsaw in the amourPloN 198 thousand, including: amount of
the loan PLN 133 thousand, accrued interest PLh66sand, the interest rate set according
to the statutory interests, repayment date 30 2008. Receivables secured by a mortgage
on the right of perpetual usufruct, in the landstg — KW No. 136324.

Decrease
¢ Repayment of the loan by Pro Serwis Sp. 0. 0. Phkhdusand.

Loans granted - as at 31 December 2015

* A loan for Committee Civic for the Building of th@ardiologic Hospital of the name of
Marshal Jozef Pitsudski in Warsaw in the amourPloN 198 thousand, including: amount of
the loan PLN 133 thousand, accrued interest PLh66sand, the interest rate set according
to the statutory interests, repayment date 30 2008. Receivables secured by a mortgage on
the right of perpetual usufruct, in the land regiist KW No. 136324.

* Aloan for Pro Serwis Sp. z 0. 0. in Warsaw PLNtif&usand, including: amount of the loan
PLN 75 thousand. Interest on the loan is set an@ftially. The repayment date - compensate

by the obligations under the property managememiract.

Note No. 11 — Other assets

Other assets by type : 31 December 201¢€ 31 December 201¢
a) prepayments 1952 1412
- cost of property and personal insurance 353 281

- software maintenance costs 764 631

- subscriptions 26 37

- deferred costs 13 449

- other 796 14

b) other prepayments 9183 13785
- amounts due from the ordering parties uhaleg-term contracts 9183 13785
11135 15197

Total other assets

The item -other prepayments - comprises the valuation of contracts for cartton services that are
in progress at the balance sheet date.
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Note No. 12 — Share capital

SHARE CAPITAL (THE STRUCTURE)
Series / .
. . Type of share | Number of| emission at Method of Registration R.'ght to
Series/emission Type of share . coverage dividend
preference shares nominal - date
of capital (from)
value
Founding inscribed 3 votes per 1 share 580 580/ Cash 23July1991 10ctober1901
Founding inscribed - 6 816 6816 Cash 23July1991 10ctober1901
Founding bearer - 1810 104 1810104 Cash 23July1991 10ctober1901
B inscribed - 750 750f Cash 29July1993 1January1993
B bearer - 681 750 681 750 Cash 29July1993 1January1993
C bearer - 530 000 530000 Cash 20April1994 | 1January1994
D bearer - 865 000 865000 Cash 5September1994 January1994
Total number of
shares 3895 004
Total share capital 3895 004
Nominal value of 1 share = PLN 1.00

The share capital of the Parent Company amoun®_d 3 895 thousand and is divided into 3 895
000 shares with the nominal value of PLN 1 eache Tilnmber of shares did not change with

comparison to as at 31 December 2015.

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

Changing the rights from the issuer's securities

According to information in the Group’s possessamat the day of the statements the following
shareholders have at least 5% of the votes at éimei@l Meeting of Shareholders:

Number of . Number of % of votes in % of share

Name of the shareholder shares held (in total number tal

pcs.) votes of votes capita
1. Steven Tappan 817 500 817 500 20.98 20.9¢
2. Porozumienie PHC 662 663 662 849 17.04 17.02
3. Legg Mason Parasol Fundusz Inwestycyjny
Otwarty (,Legg Mason Parasol FIO"),
Fundusz Wiasnei Pracowniczej PKP
Specjalistyczny Fundusz Inwestycyjny
Otwarty i Legg Mason Akcji Skoncentrowany
Fundusz Inwestycyjny zamksty.
Total 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
4. QUERCUS Parosolowy SFIO, QUERCUS
Absolute Return FI1Z, QUERCUS Absolutnegp
Zwrotu FIZ, QUERCUS Parasol SFIO
Agresywny
Total above mentioned funds, including: 415 532 415 532 10.67 10.67
- QUERCUS Parosolowy SFIO* 221 266 221 266 5.68 5.68
‘?ésgz\./varty Fundusz Emerytalny PZU ,Zlota 387 521 387 521 9.95 995
6. Value Fund Poland Activist Fundusz
Inwestycyjny Zamknity 203 455 203 455 5.22 5.22
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In the period from the submission of the annuabrefor 2015, the Group has received the following
information about the change in the shareholding:

- On June 11, 2016 at the General Meeting of $lwdders the Group received information on
decrease in the number of shares held by PorozeniehiC by 5 922 shares, which results in a
reduction in the participation in total number aoftes by 0.15%. As of the day of receiving
information by the Issuer, Porozumienie PHC held7B 561 shares of the Issuer, representing
30.13% of the share capital and 30.15% of the tataiber of votes at the General Meeting.

- OnJune 11, 2016, at the General Meeting of Stmdders, the Group was notified of a change in the
number of shares owned by QUERCUS Towarzystwo Fsmdinwestycyjnych S.A. - QUERCUS
parasolowy SFIO, QUERCUS Absolute Return FIZ andERQQUS Absolutnego Zwrotu FIZ -
increased their share in the total number of vate®ROCHEM S.A. by 4 752 shares (through
common Funds). As of the date of information ohitajnthe Funds together hold 399,715 shares of
the Issuer, which accounts for 10.26% of the shapagtal and 10.26% of the total number of votes at
the General Meeting.

- On October 28, 2016, at the Extraordinary Genkgleting, the Group was notified of a change in
the number of shares held by QUERCUS by 15 817esh&n the date on which the information was
received, the Funds jointly hold 415 532 shareshef Issuer, representing 10.67% of the capital
zakladowwego and 10.67% of the total number ofsyatehe General Meeting.

- On October 4, 2016, the Group was informed thatghareholder of PROCHEM S.A. Mr. Steven
Tappan a member of Porozumienie PHC (hereinafté€2)Rted a notification of his withdrawal from
PHC. Mr. Steven Tappan holds 510,000 shares of MM which corresponds to 13.09% of the
total number of votes and constitutes 13.09% of share capital. Prior to the change in the
composition of the Porozumienie PHC, the membetbh®fgreement had a total of 1,173,561 shares
of PROCHEM S.A., with the right to exercise 1,18 6/0tes at the general meeting of shareholders
of PROCHEM S.A., which accounted for 30.15% of tibk&al number of votes and constituted 30.13%
of the share capital. Following the change in tbmgosition of Porozumienie PHC, the members of
the agreement hold 663,561 shares of PROCHEM ®iAtly, which gives the right to exercise
664,661 votes at the General Meeting of Shareh®lderPROCHEM S.A., which corresponds to
17.06% of the total number of votes and constitlii®84% of the share capital.

- On 13 October 2016 the Group received from then@amy's shareholder, Mr. Steven Tappan
notification of exceeding the threshold of 15% ofes in the total number of votes in the PROCHEM
S.A.

Exceeding the threshold of 15% of the total nunmdfevotes in the PROCHEM S.A. occurred upon
the acquisition on 7 October 2016 during the trgdiession, and in the framework of OTC block
trades total of 133 176 shares of the Company.

Prior to the change in shareholding, Mr. Stevenpaaphave had a total of 581 824 shares of
PROCHEM S.A., which constituted 14.94% of the shapital and were entitling to 581 824 votes
and constituting 14.93% of the total number of saiethe General Meeting of the Company.

After the change in the shareholding Mr. Stevenpbaphas a total of 715 000 shares of PROCHEM
S.A., which represents 18.36% of the share capitdl entitles to 715 000 votes, what represents
18.35% of the total number of votes at the Gendesdting of the Company.

- On December 16, 2016, the Group received from tmarefiolder, Mr. Steven Tappan the
notification of a change in the owned so far sharat least 2% in the total number of votes, and of
the exceeding of the threshold of 20% in total nendf votes at the General Meeting of PROCHEM
S.A.

A change in the shareholding held so far by attl@&s of the total number of votes occurred as a
result of the following events:

e OTC block trades, and the acquisition during tresie® in November 2016. a total of 60 000
shares entitling to 60 000 votes, representing%.6#the total number of votes at the General
Meeting of the Company;

» the acquisition on 13 December 2016 of 42 500eshantitling to 42 500 votes, representing
1.09% of the total number of votes at the Generé¢tihg of the Company.

After the change in the share Mr. Steven Tappanah@$al of 817 500 shares of PROCHEM S.A.,
which represent 20.99% of the share capital anitliegtto 817 500 votes, what represents 20.98% of
the total number of votes at the General MeetinipefShareholders of the Company
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- On April 20, 2017, the Group was informed thatearesult of the conclusion, on April 13, 2017, of
contract of the purchase of 19 721 shares of PRONCHEA. (Hereinafter referred to as the
"Company") by Value Fund Poland Activist Funduswéstycyjny Zamknjty (hereinafter referred to

as the "Fund") the threshold of the state of hgdihshares of the Company by the Fund over 5% of
total votes in the Company has been exceeded. &#ferchange, the Fund held 183 734 shares in the
Company, representing 4.72% of the share capitdl 88 734 votes from these shares, which
represented 4.72% of the total number of voteshatGeneral Meeting. After the transaction of
purchase the Fund holds 203 455 shares of the Gompdiich constitutes 5.22% of the share capital
of the Company and entitles to 203 455 votes at Glameral Meeting of the Company, what
constituted 5.22% of total number of votes at tlee&al Meeting of the Company.

*) Information obtained at the Extraordinary Gemndfaeting on October 28, 2016.

Note No. 13 — Revaluation reserve

31 December 201¢€

31 December 201¢

As at opening balance 11584 11973
Revaluation of non-current assets 8 -
Capital from foreign exchange differences 12 -385
Actuarial losses on valuation of provisions for ¢éoype benefits -66 -6
Other changes 608 2
As at closing balance 12 146 11584

Note No. 14 - Retained earnings
31 December 201¢

31 December 201¢

Spare capital 45 606 44775
Other capital reserve 52 317 52 322
Profit (loss ) brought forward -2 249 -651
Net profit assigned to shareholders of Parent Entit -23 332 4432
Total 72 342 100 878

Note No. 15 — Non-current bank loans
31 December 201¢ 31 December 201¢

- loans 299 -

Information on bank contracted bank loans

Name of the bank Registered office  Credit limit Amount of Repayment Terms of interest Collateral
engagement date
By Pro-Inhut Sp. z 0. 0.
) Dabrowa WIBOR for 1-month
ING BankSlaski S.A. G? . 300 299 30July2020 deposits in PLN + | lack
drnicza margin

Note No. 16 — Provision for retirement and similaenefits

The Group implemented the post-employment bengditsgram, which include the retirement
gratuities and disability pension for employees.sdees for retirement gratuity payments are
calculated on an individual basis for every empéoy&he basis for calculating the provision for
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employee is the expected amount of the benefitttmtGroup obliges to pay according to applicable
terms and conditions of remunerations. Retiremeatiugy or disability is paid once at the moment
of the beginning of retirement or disability pemsiaf the person. Current value of these obligatiens
determined by an independent actuary. The leveprovisions corresponds with the discounted
payments that will be made in the future, takimp iconsideration the staff turnover, and relatthe
period until the date ending the reporting yearteRaf financial discount used for calculation the
current value of employee benefit obligations hasrbdetermined based on market rate of return
from government bonds with currency and maturidipgroximates to currency and also approximates
to the estimated period of fulfilment of obligatioander employee benefits.

The principal actuarial assumptions at the endhefréporting period:

Data in percentage (%) in 2016 in 2015

Discount rate 3.5% 3.0%

Average anticipated annual increase in the baseafoulation of the

retirement and pension benefits in 2017-2027; e 2015, in 2016- 0%-2.28% od 0.0% do 2.35%

2025
Weighted average index of employee mobility 5.48%68 od 5.44% do 10.78%
Increase in the base of retirement benefits:

- the year 2016 in 2017, the year 2015 in 2016 0%-2.0% od 0% do 2.0%

- the year 2016 in the years 2018-2026, the 845 in the years 2017-

1.5%-2.5% od 1.8% do 2.25%

2025
- in other years 2.5% 2%-2.5%
Post-employment benefits, retirement and pensionddés
(in PLN thousands) in 2016 in 2015
Liabilities as at the beginning of the period 2441 2 368
Current employment costs 94 96
Cost of interest 73 62
Net actuarial gains and losses 30 205
Net actuarial gains and losses recognized in atprehensive income 77 22
Benefits paid -527 -312
Liabilities as at the end of the period, including: 2188 2441
- current liabilities (note 20) 433 587
- non-current liabilities 1755 1854

Historical information

Current value of liabilities arising from above
As at

benefits
31 December 2016 2188
31 December 2015 2441
31 December 2014 2 368
31 December 2013 2234
31 December 2012 2230

Employee benefit costs are included in generalaamdinistrative expenses. In 2016 the provision for
employee benefits was changed as a result of ubdeeumptions, primarily in relation to the
discount rate and the change in index of the pldisagary increase.

Total amount of expenses recognized in the findnesult:
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In PLN thousands

31 December 2016

31 December 2015

Current employment costs 94 96
Interest charges 73 62
Actuarial gains (losses) 30 205
Net actuarial gains and losses recognized in ai@prehensive income 77 -
Benefits paid -527 -312
Total costs -253 51

Note No. 17- Other non-current liabilities

Other non-current liabilities
- capital unpaid
- financial lease agreements
- transformation of perpetual usufruct rightigght of ownership
- the security deposits retained

- other
Total non-current liabilities

31 December 201¢€

50
213
14
47

324

31 December 201¢

50
243
14
90
19
416

Note No. 18- Current bank loans

31 December 201¢ 31 December 201¢

- loans

Information on contracted bank loans

10 400

11772

Name of the bank Registered office Credit limit Amount of Repayment Terms of interest Collateral
engagement date
By S.A.
6,000 WIBOR for Promissory note in
mBank SA Warsaw Credit in 1903 30 June 2017 O/N deposits in| blank, pledge by court
overdraft PLN + margin on shares
Rf\;gl(\)/(i)n WIBOR for 1 Promissory note in
mBank SA Warsaw - 9 5400 30 June 2017 month deposits in blank, pledge by court
working capital -
| PLN + margin on shares
oan
Statement on
ING BankSlgski B 3’090. 15 November WIBOR for_l . submission to
Katowice Credit in 0 month deposits in o
S.A 2017 -~ | forfeiting, mortgage on
overdraft PLN + margin
real estate
By Elektromonta Krakéw S.A.
WIBOR for 1 | Mortgage of up to PLN
Deutsche Bank Krakéw 500 322 15 July201#nonth deposits in 2 250 thousand on readl
PLN + margin | estate
WIBOR for 1 | Mortgage of up to
ING BANK $laski Krakéw 2 500 2 255 ZONZOS’f;“ber month deposits i PLN 3 750 thousand on
PLN + margin | real estate

Prochem SA. Capital Group
Consolidated financial statements prepared in accordance with International Financial Reporting Standards
adopted by EU as at and for the period ended 31 December 2016

48



By Atutor Integracja Cyfrowa sp. z 0. 0.

Granting a bank a
power of attorney to
WIBOR for 1 | collect and repayment
15April 2017 month deposits in from accounts and to
PLN + margin | block funds in case of
failure to repay the loal
within the time limit

Bank Millenium

SA Warsaw 150 149

Zacignicte przez Pro-Inhut sp. z 0.0.

: . WIBOR for 1
g\l S BankSlaski ggtr)r:%\gz 398 371 24 Szeopltgmbe month deposits in lack
T PLN + margin

Breach of covenants in contracts of loans by thremantityr which was described in the Report for
the first half of 2016 did not affect the changelia presentation of loans in the statement ohfira
position of the Capital Group as at 31 Decembei62@&cause according to the signed agreement,
loans have to be repaid in less than 12 months.

As of 31 December 2016 the Issuer received confiomaof continuation of funding at ING Bank
S.A. on the level of PLN 3 million for the furthperiod of 11 months, and at mBank to 30 June 2017.
In the signed annexes to credit agreements barksneiv from the verification of financial covenants
for the third and fourth quarter of 2016.

The Issuer established additional collateral foe tban granted by ING BanKlaski S.A. by
establishing a mortgage on the property owned bPRED Sp. z 0. 0. seated in Krakow. For the
benefit of mBank SA the Issuer established a pleatyehe shares of Elektromont&rakow S.A.
seated in Krakdéw and Przeelsiorstwa Konsultingowo-lzynieryjnego Predom Sp. z 0. 0. seated in
Wroctaw.

Note No. 19 — Trade payables

31 December 201¢€ 31 December 201¢

To other jointly-controlled entities 385 -
- from supplies and services, with maturityiqpe: 385 -

- up to 12 months 385 -

To other entities 39 140 51 451
- from supplies and services, with maturityiqe: 39 140 51451

- up to 12 months 34718 48 854

- above 12 months 4422 2 597
Total trade payables 39525 51 451

Note No. 20 - Other liabilities

31 December 2016

31 December 2015

a) to other entities 3742 4 609
- due to taxes, duties, insurance and otbeetits 2 463 3669

- due to remuneration 402 351
-other (by type) 877 589

« liabilities to employees 13 16

e to shareholders 28 21

e under lease agreement 23 181

e other 813 371

b) other short-term provisions 4 344 3533
- provision for costs relating to long-term coctsa 644 385
- provision for costs (moving part of salary, aaets of mandate) 1875 993
- cost of audit 87 104
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- short-term provision for retirement benefits 433 587
- provision for unused annual leaves 1305 1464
Total other liabilities 8 086 8 142

Liabilities under lease agreements

ri]Lij;liJrzﬁeum The current Future minimum
The current value Interest Interest payments under
payments value lease
under lease
In PLN thousands In 2016 In 2016 In 2016 In 2015 In 2015 In 2015
Up to 1 year 23 - 23 153 18 171
From 1105 201 12 213 226 17 243
years
Total 224 12 236 379 35 414
Note No. 21 - Deferred income
31 December 201¢ 31 December 201¢
Deferred income, including: 2061 11054
- advanced payments received 462 6 200
- amounts due to the ordering parties undeg-tenm contracts 1599 4 854
Other 324 322
Deferred income as at the end of the period, includg: 2385 11 376
Non-current liabilities - -
Current liabilities 2385 11 376
Note No. 22- Revenues from sale of services
Revenues from sale of services (type of service atyge of activity) in 2016 in 2015
- Revenues from sale of services, including: 162 927 257 799
- from related entities 19292 28234
Revenues from sales (territorial structure) in 2016 in 2015
Domestic market 148 061 142 091
- including from related entities 19 292 28 234
exports 19593 115708

Revenues under contracts for construction servigeseral contracting) and other services are
presented in Note No. 31.The gross amount due &nafaring parties/buyers for the work under the

contracts was presented in Note No. 11.

Information on major customers, whose total valfieegenues from sales of services exceeds 10% of
the total revenues of the Group in 2016 is incluidedote No. 31.
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Note No. 23 - Revenues from sale of goods and miite

Revenue from sale of materials (by type of materisdnd type of activity) In 2016 In 2015
Goods and materials 6 287 8 644
Revenues from sale of goods and materials (territial structure) In 2016 In 2014
Domestic market 5519 5321
Abroad 768 3323
Note No. 24 — Cost of services
Costs by type: In 2016 In 2015
a) amortization and depreciation 2351 2 440
b) consumption of materials and energy 20 397 24 461
) outsourcing 119 001 174 588
d) taxes and levies 1860 1067
€) remuneration 32921 33693
f) social security and other benefits 6 246 6 336
g) other types of costs (by category) 5983 6 389
- property and personal insurance 834 876
- business trips 1967 1889
- State Fund for Rehabilitation of Disabled Bass(PFRON) 225 199
- other 2 957 3425
Total costs by type 188 759 248 974
Change in inventories, goods and accruals and pnegratg -972 173
General and administrative expenses (negative yalue -15194 -15574
Cost of services 172 593 233573
Note No. 25 - Other operating income
In 2016 In 2015
a) gain on sale of non-financial non-current assets 92 70
b) grants - 70
c) reversal of impairment allowance (due to) 105 204
- for receivables 105 204
d) other, including: 1825 1189
- reimbursement of litigation costs 10 73
- received compensation, fines and penalties 823 1018
- revenues under rental of cars 5 8
- impairment allowance for receivables past due 328 -
- revaluation of investment 370 -
- other 289 90
Total other operating income 2022 1533
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Note No. 26 - Other operating expenses

In 2016 In 2015
a) loss on disposal of non-financial non-current asset 43 129
b) impairment allowance (for) 124 1099
- receivables 124 1099
c¢) other, including: 1901 408
- litigation costs 2 83
- write-off of past due receivables 73 11
- provision to operating expenses 1283 -
- paid compensation, fines and penalties 1 56
- write-down of inventories 272 -
- other, including warranty costs of renting offgygace, arising from sale 270 258
agreement of an office building
Total operating expenses 2 068 1636
Note No. 27 - Financial income
In 2016 In 2015
a) interest on loans granted 379 375
- from the jointly-controlled entities 379 375
b) other interest 94 321
- from other entities 94 321
c) the surplus of foreign exchange gains 380 136
d) other, including: 68 129
- revenues from discounted non-current lisbait 66 120
- other 2 9
Total financial revenues 921 961
Note No. 28 - Finance costs
In 2016 In 2015
a) interest on loans and borrowings 438 522
b) other interest 28 120
- for other entities 28 120
c) the surplus of foreign exchange losses 675 1409
d) other, due to : 742 809
- commission on bank guarantees 159 349
- commission on loans 106 108
- commission on letter of credit - 11
- write-down of financial assets 212 -
- the cost of discounting of long-term flows 201 288
- other/costs related to Representation Office in Belarus 64 53
Total finance costs 1883 2 860
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Note No. 29 — Income tax

Deferred income tax disclosed in the statement ofgfit and

loss In 2016 In 2015
- Decrease (increase) from arising and reversedroporary differences -3 693 -401
Total deferred income tax -3 693 -401
Establishment of the effective tax rate

(in PLN thousands) In 2016 In 2015
Tax rate 19% 19%
Profit for the period -23 144 4154
Income tax -2 815 2553
Before tax profit -25 959 6 707
Income tax at the applicable rate of 19% -4 932 1274
Losses that are not a tax loss - 176
Tax revenues - 174
Costs not constituting tax deductible expenses 1018 867
Tax loss outside the Republic of Poland 1055 -
other 44 62
Total income tax disclosed in the statement of prdfand loss -2 815 2 553

Note No. 30 — Additional disclosures to the staternef cash flows

Operating activities include basic activity anditmwer from other operating activity .

Investing activities include the turnovers in tle@e of investment in PPE, intangible assets, gquit
investments and securities held for trading.

Received dividends are recognized in cash flomn fiovesting activities. Loans granted and repaid
together with accrued interest are presented in fbaws - investing activities.

Paid interest and commission on borrowings, loauasl@ases are recognized in cash flows - financing
activities. Financial activity include also recaivend repaid bank loans and borrowings.

Differences between the amounts directly from tharfcial statements and presented in the statement
of cash flows result from a transfer of specifiedoaints from operating activity to investing actvit
and financing activity.

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

Change in inventories 1483
Inventories as at 1 January 2016 7071
As at opening balance sheet 7071
Inventories as at 31 December 2016 4 865
Inventories of subsidiary sold 723
Closing balance sheet after adjustments 5 588
Change in current receivables 25 139
Receivables as at 1January 2016 83991
Other assets as at 1 January 2016 15 197
Receivables from sale of non-current assets -45
Receivables from sale of real estate -5 240
Receivables due to income tax -497
As at opening balance sheet 93 406
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Receivables as at 31 December 2016 56 652

Other assets as at 31 December 2016 11 135
Receivables from sale of non-current assets -18
Receivables from sale of financial assets -367
Receivables due to income tax -347
Receivables of subsidiary sold 1212
Closing balance sheet after adjustments 68 267
Change in current liabilities (except for borrowings, loans and special funds) 10 771
Trade payables on 1 January 2016 51 451
Other liabilities on 1 January 2016 8 142
Provision to current retirement benefits -587
Provision to annual leaves -1464
Provision to audit -104
Provision to current other costs -385
Discount of non-current liabilities 250
Investment commitments -46
Liabilities under operating lease -40
Liabilities to shareholders -3
As at opening balance sheet 57 214
Trade payables as at 31 December 2016 39 525
Other liabilities as at 31 December 2016 8 086
Provision to current retirement benefits -433
Provision to annual leaves -1 305
Provision to audit -87
Provision to current other costs -641
Discount of non-current liabilities 250
Repayment of a loan by compensation with liaed 77
Liabilities under operating lease -10
Liabilities to shareholders -28
Liabilities of subsidiary sold 1009
Closing balance sheet after adjustments 46 443

In 2016 In 20150k

Change in other adjustments -5896 -5029
Change in deferred income - advances received -5739 -11969
Security deposit constituting the collateral ofamk guarantee of reimbursement of -3 255 4515
advance payment*)

Amounts due to the ordering parties under long-teomtracts 2526 3170
Adjustment of sale of subsidiary -144 -
Other adjustments 716 -745

*) In connection with the implementation of the @¥ment project in Belarus, the Company in order
to secure the return of received advance paymengfanted a bank guarantee of advance refund to
the amount of EURO 7,230 thousand. As the collatefahe guarantee, the Company, under a
contract on security deposit in cash, has placddpmsit in the bank in the amount of EURO 2,191
thousand. The deposit shall be reduced by the ammaeitled during the implementation of the
project. Date of completion from the contract of #ecurity deposit was determined as at 2016. As of
31 December 2015, the part of the security depagitich was not accounted for and discounted was
presented in the statement of financial positionthrer financial assets non-current and curretién
amount of PLN 2,526 thousand (Note No 9), and ag8foDecember 2016 both deposit and advance
payment were settled (Note No. 6 and Note No. 9).
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Note No. 31- Operating segments

Operating segment is a component part of the Group:
« that engages in business activity from whiclart obtain income and incur expenses,
» whose operating results are regularly reviewethbybody responsible for making operating
decisions of the Group,
* in case of which is available a separate findmefarmation.

Revenues of the segment are revenues from sakteinal customers.
Expenses of the segment are the expenses composestorelating to the sale to external customers.
Segment result is determined on the level of dperancome.

The activities of the Capital Group and the Isst@r,the managing purposes were divided into the
four basic operational sectors such as: executimmegral contracting), design services and other
engineering services (supervisions along with tmejept engineer service), the lease of the
construction equipment, and other activities, cimgeamong others the income from the sublet, sale
of photocopying services and other.

Segment assets include all assets used by a segroansisting primarily of receivables, inventories

and property, plant and equipment diminished by#lae of provisions and impairment losses.

Some assets in the joint use are assigned to gineeses based on reasonable weight.

In 2016 revenues from activities achieved by theuds outside Polish borders (exports) and
recognized in the separate statement of profit lasd amounted to PLN 20 361 thousand, what
constitutes 18.5% of sales revenues. In the anatogeriod of the previous year such revenues
amounted to PLN 119 031 thousand, what represé&dit#dof sales revenues.

Information on major customers of the Issuer, whibhre in the sales revenue was recognized in the
separate statement of profit and loss for 2016exededed 10% of the total revenues from sale:

« Belarusian client — revenues in the amount of PRIN361 thousand, what represents 12.0 %
of the total sales revenues, which was shown iséigenent of ,General Contracting”,

* Irydion Sp. z 0. o. a jointly controlled companyrevenues in the amount of PLN 19,292
thousand, what represents 11.4% of the total salenues, which were shown in the segment
of ,General Contracting” and ,Design services atiteo engineering services";

« Manufacturer of chassis subassemblies for civil mildary aircraft — revenues in the amount
of PLN 32 103 thousand, what represents 19.0% efttital sales revenues, which were
shown in the segment of ,General Contracting” abBesjgn services and other engineering
services".

Assets of the Representation in Belarus as at 3krleer 2016 do not exceed 10% of balance sheet
amount disclosed in the separate statement aidiabposition.

Detailed data on the activities of the companiemfthe Group in the individual segments are shown
in the tables below.
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Information about the geographical areas

Geographical breakdown of sales revenues was piegsgmaccordance with country of the seat of the
ordering party.

Note 2016 2015
No.
Poland 148 853 147 417
Belarus 20 361 119 031
Other countries - -
22 169 214 166 370
Geographical breakdown of non-current assets
Note 2016 2015
No.
Poland 35 854 36 121
Belarus - 161
1,2i3 35 854 36 282
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Current data

Design

services  Rental of the Rental of
| General . Electrical office space ) Commercial Other IT Items not
n 2016 . and other  construction . : Maintenance - . Other ; Total
contracting : : . installations and real activity services assigned
engineering  equipment astate
services
Revenues on behalfofextenal 99197 33445 3113 29 246 5003 1081 6287 177 575 - 169 214
Total segment revenues 90 197 33445 3113 29 246 5093 1081 6 287 177 575 - 169 214
Result
Profit (loss) of the segmer -1685( -9 05¢ 1 06¢ 24 940 -4 911 -29C -42€ - -23 687
Financial income - - - - - - - - 767 767
Finance costs - - - - - - - - - -1 883 -1 883
Net financial activities - - - - - - - - -1116 -1 11¢
Profit sharing in entities valued
under the equity method - - - - - - - - - -1110 -1110
Losson other operating 46 46
activities - - - - - - - - -
Before tax profit (loss’ - - - - - - - - - -25 959 -25 95¢
Income tax - - - - - - - - - -2 815 -2 81t
Profit in the current period - - - - - - - - - -23 144 -23 14«
Loss assigned to nc- 188 188
controlling interest - - - - - - - - -
Profit for the period assigned
to shareholders of parent -23 332 -23 332
entity - - - - - - - - -
Segment assets ( related to
activity) 33665 13625 490 10120 17 050 316 - - - 75 266
Assets unallocated (among
others shares, other financial
assets) - - - - - - - - - 84 942 84 942
Total asset: 33 66! 13 62¢ 49C 10 12( 17 05( 31€ - - - 84 94: 160 20¢
Liabilities of the segment
(related to activity) 24 440 5485 351 9543 606 - - 442 1034 23276 65177
Equity of the owners of the 88583 88 583
parent entity
Non-controlling interests 6 448 6 448
Total liabilities and equity 24 440 5485 351 9543 606 - - 442 1034 118 307 160 208
Depreciation of property, plant
and equipment 102 127 100 417 701 88 - - 535 72 2142
Amortisation of intangible
assets - 19 - 24 8 1 - - - 157 209
Write-down of segment assets -36 -422 -3 349 -1 107 -238 - - - -297 - -5 449
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Comparative data

Design
services  Rental of the . Rental of . .
In 2015 Ge”er‘f"' and other  construction . EIectm_:aI office space Property Maintenan Com".‘e.fc' Other T Other Item_s not Total
contracting : : ' installations management ce al activity services assigned
engineering  equipment and real estate

services
Revenues on behalf of 188437 32448 1907 25 446 4922 2069 1067 8 644 177 1326 . 266 44:
external customers
Total segment revenues 188 43 32 44¢ 1907 25 44¢ 492 2 06¢ 1061 8 64¢ 177 1 32¢ - 266 44.
Resull
Profit (loss) of the 11933  -2451 279 -1204 1160 193 209 201 - 755 - 9 65¢
segment
Financial income - - - - - - - - - 1151 115:
Finance costs - - - - - - - - - - -2 860 -2 86(
Net financial activities - - - - - - - - - -1709 -1 70¢
Profit sharing in entities
valued under the equity - - - - - - - - - - -1 136 -113¢
method
Loss on other operating ) ) ) ) ) ) ) ) ) ) 103 102
activities
Before tax profit (loss) . . . . . . . . . . 6707 670
Income tax - - - - - - - - - - 2553 255¢
Profit in the current ) ) ) : ) ) } } ) ) 4154 4 15
period
Loss assigned to nc- ) ) ) ) ) ) ) ) ) ) 278 27¢
controlling interest
Profit for the period
assigned to shareholders - - - - - - - - - - 4432 4 43;
of parent entity
Segment assets ( related to 50632 10096 474 6015 14116 - 197 1828 - 381 - 92 73!
activity)
Assets unallocated (among .
others shares, other B B B ” B B i i B ° 121 697 12169
financial assets)
Total asset 59 63: 10 09¢ 474 6 01¢ 14 11¢ - 197 182¢ - 381 121 69° 214436
Liabilities of the segment 54 252 1241 380 5047 4108 - 171 1804 - 988 21350 89 34
(related to activity)
Equity of the owners of the ) ) ) } ) ) } } } } 116 357 116 35
parent entity
Non-controlling interests - - - - - - - - - - 8738 8 73¢
Total liabilities and equity 54 252 1241 380 5047 4108 - 171 1804 - 988 146 445 214 43
Depreciation of property, 108 477 92 365 701 50 86 45 - 335 36 2 298
plant and equipment
Amortisation of intangible ) 6 ) 13 ) ) P ) ) ) 124 148
assets
Write-down of segment -114 -423 -5 108 1124 -159 - - 122 - -354 - s

assets
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Note No. 32 — Profit per one share

Net loss per 1 share remaining in trading as arua-sheet day 31 December 2016 amounts to PLN
(5.99); in 2015 net profit per one share amoutdgelLN 1.14

Note No. 33 — Profit sharing and loss coverage

Pursuant to Resolution No. 16 of the Annual Genlgieting of 11 June 2016 net profit of the Issuer
for 2015 in the amount of PLN 6 213 046.33 wasdidi as follows:

« part of the profit in the amount of PLN 6 193 03DwBas assigned for dividend,

e part of the profit in the amount of PLN 19 996\88s assigned for capital reserve.

Proposal to cover loss for 2016

Net loss for the year 2016 in the amount of PLN6R28 679.75 is proposed to be covered from the
capital reserve.

Note No. 34 - Dividends
Pursuant to Resolution No. 16 of the Ordinary Gankleeting of Shareholders of PROCHEM S.A.
of June 11, 2016, the Issuer paid a dividend frloengrofit for the year 2015 in the amount of PLN 6

193 050.00. Dividend payment date fall on 15 JU& The dividend per one share amounted to
PLN 1.59

Note No. 35 -Financial instruments and financial risk management
35.1 Categories and classes of financial instrument

Financial assets
Categories of financial instruments

(in PLN thousands) Loans, receivables and other

Classes of financial instruments l\’l\loée 31 December 2016 31 December 2015
Receivables from supplies and services 9 53 997 78 239

Cash 3783 23595

Loans granted 7,10 18 532 18 228

Other financial assets — the discounted security 7,10

deposit constituting the collateral of a bank - 2526

guarantee of reimbursement of advance payment

Total 76 312 122 588

Financial liabilities

31 December 2016 Categories of financial instruments

Financial liabilities Liabilities excluded

(in PLN thousands) measured at amortized from IAS 39 Total
costs

Classes of financial instruments I\II\IO(:G
Loans 18,15 10 699 - 10 699
Finance lease 17,20 - 236 236
Trade payables 19 39525 - 39525
Total 50 224 236 50 460
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31 December 2015

Categories of financial instruments

: Financial liabilities Liabilities

(in PLN thousands) measured at amortized costseXCIUdeg E;rom IAS Total
Classes of financial instruments Note No.

Loans 18,15 11772 - 11772
Finance lease 17,20 - 424 424
Trade payables 19 51 451 - 51451
Total 63 223 424 63 647

Impairment allowances of financial assets by classef financial instruments

(in PLN thousands)

As at
31 December 2016 31 December 2015

Receivables from supplies and services 5449 7 404
Other receivables 402 402
Total 5851 7 806

Impairment allowances of financial assets are prtesein Noted.

Fair value of financial instruments

31 December 2016 31 December 2015

(in PLN thousands) ,\ll\loote Fair value Book value Fair value Book value
Financial assets
Receivables from supplies and
services 9 53997 53 997 78239 78239
Cash 3783 3783 23595 23 595
Loans granted 7,10 18532 18 532 18 228 18 228

Other financial assets — the

discounted security deposit

constituting the collateral of a bank - - 2 526 2526
guarantee of reimbursement of

advance payment

Total 76 312 76 312 122 588 122 588
Financial liabilities

Loans 15,18 10 699 10 699 11772 11772
Borrowings received 18 - - - -

Finance lease 17,20 236 236 424 424
Trade payables 19 39525 39525 51451 51451
Total 50 460 50 460 63 647 63 647

The fair value of financial instruments approxingate the balance sheet value due to their shart-ter
nature and variable interest rates.

Operating lease

The Group is a party to the lease agreement afeofipace and a lease agreement of real estate Thes
agreements have been classified as operating l&gseement on the lease of office space for the
conducted business activity includes also addititees for additional services that are settledeoac
year. According to the agreement a rent is subjectvalorization once a year according to a
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Harmonized Index of Growth of Consumer Goods Phicéhe European Union (index), which is
published two months before the date of indexation.

Part of leased office space is a subject of sueletke lease agreement, and related to it sublease
agreements will expire in 2023.

Lease agreement of real estate expires in Auguist.28rea of the property is rented for the offices,

for business conducted, on the basis of rentaleageats. According to the agreements a rent is
subject to valorization once a year according tbl@amonized Index of Growth of Consumer Goods

Price in the European Union (index), which is jgh#d two months before the date of indexation or
other index. Agreements on the lease of office spacthe conducted business activity includes also
additional fees for additional services that artlexst once a year or two months after the end ef th

quarter.

Rental agreements are concluded in the majoritytHerperiod of 5 years (until 2019) and for an

indefinite period.

On April 1, 2016, the Group entered into an agregnumder which leases resort located innTle
district Osie. The contract was concluded for anitef period until December 31, 2020.

Revenues from the rent increase the social fun2Qi6 amounted to PLN 7 thousand.

Other revenue from the reimbursement of fees iecuby the lessor is recognized in the consolidated
statement of profit and loss as income and expenszccount of the lease in the amount of PLN 16
thousand.

In the year 2016 in the consolidated profit and lascount was recognized an amount of PLN 4 001
thousand as the cost of fees resulting from theelesgreement of office space and of the lease
agreement of real estate, in 2015 this amount Wwak4?518 thousand.

Revenue from sublease is recognized in operaticanie.

During the year 2016 in the consolidated statenoémgrofit and loss was recognized an amount of
PLN 4 857 thousand as revenue from lease and sghlaad in 2015 this amount was PLN 4 223
thousand.

From 18 January 2011, the Group is a party to aeeagent concluded with Toyota Leasing Polska
sp. z 0. o. for rental of passenger cars. As ofebdoer 31, 2016 52 company's cars were covered by
rental contracts.

In 2016 in the consolidated statement of profit &b was recognized an amount of PLN 1 059
thousand as a cost of rental of cars, and in 20N P029 thousand.

Minimal payments under non-cancellable operatiagéds are as follows:

Agreement of operating lease, when the Group is libssee

In PLN thousands In 2016 In 2015
Up to 1 year 5663 7 236
1-5years 19 906 22 135
More than 5 years 17 325 22 546

Agreement of operating lease when the Group is lggsor

In PLN thousands In 2016 In 2015
Up to 1 year 4 495 4147
1-5years 10 047 6 064
More than 5 years 4635 592
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35.2. Financial risk management

The Group’s operations are exposed to the folloviimancial risks:
- creditrisk;

« liquidity risk;

« market risk (including currency risk, interesteraisk).

Credit risk

The Group during its commercial activity conductdesof services to business entities with the
deferred payment date, as a result of it may ahserisk of not receiving of amounts due from
contractors for the services provided. The Groomrder to mitigate the credit risk manages thie ris
through the obligatory procedure of gaining hedging

Assumed repayment period of amount due associatibdtiee normal course of the sale is 14 - 60
days.

Amounts due from contracting parties are regulantynitored by the financial services. In case of
overdue amounts procedures of the vindication taréesl.

The age analysis of trade receivables, which aeedoe on the end of the reporting period, but seca
of which no impairment occurred, is presented ine\Nd

In order to reduce the risk of not recovering theeivables from deliveries and services, the Group
accepts a collateral from its customers in the fofimamong other: bank and insurance guarantees,
mortgages, promissory notes, as well as sealgjpysit.

For the improvement of the current liquidity, irder to release the receivables retained by inv&stor
under proper security for the implemented contraatsl statutory warranty for construction work and
assembly work, the Group granted bank guarantegsh@nnsurance guarantee within the framework
of guarantee lines, which were launched with thisppse.

Credit risk associated with bank deposits and wéish is considered by the Group as low.

All entities in which the Group invests its freenfls operate in the financial sector. These include
domestic banks and branches of foreign banks bbd-term creditworthiness of adequate quality.
The risk of impaired financial assets is refledgtetnpairment allowances of their value.

Liquidity risk

The Group is exposed to the liquidity risk reswtinom the relation of current liabilities to cunte
assets.

As at 31 December 2016 as at 31 December 2015nthex iof ratio of current assets to current
liabilities (current liquidity ratio) was respeatily 1.27 and 1.56.

Detailed information regarding loans is disclosedibte No. 18.

Analysis of maturity of the liabilities in Note$116, 17, 18, 19, 20 and 21.

In 2016 the Group realized sales revenues in thmuatof PLN 169 214 thousand, including PLN 20
361 thousand (12%) concerned the Client from Beslaftherefore, the Group recognized in the
statement of financial position following financiaktruments regarding the above Client.

) - % Share in total % Share in total
Classes of financial instruments 31 December :;(;:t]s 0% 31 December ”° :;zé?s o
2016 2015
Financial assets
Receivables from supplies and services 2279 1.4% 9435 4.4%
Other financial assets — the discounted secdeiposit
constituting the collateral of a bank guarantee of - - 2526 1,2%
reimbursement of advance payment
Total financial assets 2279 1.7% 11961 5.6%
Financial liabilities
Trade payables 6 442 4.0% 20 365 9.5%
Total financial liabilities 6 442 4.0% 20 365 9.5%
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The Management Board of the Group constantly monitee progress of work related to the contract,
including the cash flows generated within the prbpgnd is personally responsible for direct contact
with the Investor. Key decisions related to coritrgeg. a provider of technology and of main
components of the installation) are taken in cdasioh with the Investor. On the basis of existing
cooperation with the Client and analysis of therentr performance of the contract in relation to the
budget and schedule of work which were agreed thghClient - the Management Board of the Group
considers as low the risk associated with the ze@din of financial instruments which were
recognized in the statement of financial positisrag31 December 2016.

Liquidity risk related to the dispute in court witRERN S.A.

In view of the substantial prolongation of legab@eeding in a dispute with PERN SA which begun in
2006, and currently is pending before the Dist@ourt in Warsaw concerning the accounting for the
contract in the formula GRI concerning investmengjgrt under the name of "Ruragiw relacji ST-

1 Adamowo - Baza Surowcowa Plebanka", which waarinpted on 10 of November 2005, the risk
exists of the need of fulflment by PROCHEM in 20&¥% the commitments in relation to seized
guarantee deposits of subcontractors, which onnbal@heet day amounted PLN 2,928 thousand,
before the recovering of guarantee deposits seize@®ERN S.A. Receivables from the security
deposit of the company PROCHEM S.A. from PERN SA3@rDecember 2016 amounted to PLN 17
364 thousands. In the Company's opinion the risknieimal, but the Management Board of
PROCHEM S.A. takes into account a necessity of mctation of adequate funds for this purpose.

A detailed description of the dispute in Note N®. 3

Exchange rate risk

Part of contracts for sale of services is concludéith foreign companies in foreign currencies
(EURO, US$). In case of a significant strengtherohthe domestic currency it may adversely affect
the performance of the Company. Partly, this riskiitigated in the natural way through the purchase
of equipment and services necessary for the accsimpent of these contracts abroad, as well as
through the purchase of relevant financial instrotse

Exposure to currency risk as at 31 DecemI2016

Total after
(in PLN thousands) EUR uUsD NOK BYR translation
into PLN

Financial assets

Receivables from supplies and services 515 - - - 2279
Cash 31 1 88 6 197
Total 546 1 88 6 2 476
Financial liabilities

Payables 725 79 - 11 3562
Total 725 79 - 11 3562

Exposure to currency risk as at 31 December 2015

(in PLN thousands) EUR uUsD NOK pyr 0wl after

translation into PLN

Financial liabilities

Receivables from supplies and services 2249 - - 3640078 10 349
Cash 3444 - 88 4093 380 16 047
Other financial assets 593 - - - 2 527
Total 6 286 - 88 7 733 458 28 923

Financial liabilities
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Payables 1524 114 - - 7 032

Deferred income (advanced payments

f 606 - - - 2 582
received)

Total 2130 114 - - 9615

Analysis of sensitivity to currency risk as at 8kcember 2016

- Increase in Total impact on Drop in the Total impact on
(in PLN thousands) exchange rate  before tax profit exchange rate before tax profit
EUR/PLN 15% -119 15% 119
USD/PLN 15% -49 15% 49
NOK/PLN 15% 6 15% -6
BYR/PLN 15% -2 15% 2
Total impact -163 163

Analysis of sensitivity to currency risk as at 8kcember 2015

- Increase in Total impacton  Drop in the Total impact on before
(in PLN thousands) exchange rate before tax profit ~exchange rate tax profit

EUR/PLN 15% 2 657 15% -2 657
USD/PLN 15% -61 15% 61
NOK/PLN 15% 6 15% -6
BYR/PLN 15% 244 15% -244
Total impact 2 846 -2 846

Exposure to currency risk of revenues and expendasng the reporting period

Revenues in foreign currency, achieved in the oggrén the years 2016 and 2015 were as follows:

currency revenues Averagfe exchange rate expenses Average exchange
or sales rate for purchases
(in PLN thousands) 2016 2015 2016 2015 2016 2015 2016 2015
EUR 4111 27 319 4.3756  4.2162 2196 32172 4.2514 4.2514
Usb 2 153 3.9295 3.7799 1065 3753 3.7505 3.7505
BYR - - - - 15 16 668 1.9765 2.0000

Analysis of the impact of potential change in tlaue of financial instruments as at 31 December
2016, on the gross financial result in connectioith ihypothetical change in foreign currency
exchange rates compared to the Polish Zloty/funatiourrency.

The above deviations were calculated based on rigigtovolatility of particular currencies and
forecasts.

The main foreign currency in the reporting pericasvie URO.

Hypothetically assuming that if the Polish Zlotyakened/strengthened by 1% in relation to EURO,
then revenues in 2016 would increase or decreastiby164 thousand, and in 2015 by PLN 1 092
thousand, which would affect the before tax profitjle the costs would increase/decrease by PLN 88
thousand in 2016, and in 2015 by PLN 1 187 thousand

The above deviations were calculated based on rigigtovolatility of particular currencies and
forecasts.
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Sensitivity of financial instruments for currendgk was calculated as the difference between the
initial book value of financial instruments and jitstential book value, assuming increase/decrefase o
exchange rates.

For other currencies the sensitivity of financr@truments is irrelevant.

Interest rate risk
The Group is exposed to the risk of volatility @fsb flows arising from interest rate resulting from
bank loans based on floating interest rate WIBOR (@Mrnight) and loans granted based on floating
rate WIBOR 6M, and rediscount rate of bills of esebe. The Group did not take into account in its

analysis of the decline in interest rates.

Analysis of financial instruments with floating irgrest rate

WIBOR Fixed rate of interest
- 31 December 31 December 31 December 31 December
(in PLN thousands) 2016 2015 2016 2015
Financial assets
Loans granted 11918 11720 6614 6 508
Financial liabilities
Loan 10 699 11772 - -

Analysis of cash flow sensitivity of financial ingtments with floating interest rate on before taprofit

the assumed fluctuations The impact (in PLN thousaats)
- 31 December 31 December 31 December 31 December
(in PLN thousands) 2016 2015 2016 2015
Financial assets
WIBOR +50 base point  +50 base point 60 59
Financial liabilities
Loan +50 base point  +50 base point (54) (59)

Note No. 36 - Related party transactions

Related entities include entities controlled andtjg- controlled entities, as well as those on ethi
the Issuer has a significant influence and membefkey management staff of the Issuer, and close
family members of this staff (related persons).

Key management personnel constitute Members ofMhaagement Board of Parent Entity and
Members of the Supervisory Board of the Parenttfnti

In 2016, key management personnel and persongddiatkey management personnel, in addition to
remuneration did not conclude other transactiorih tie Issuer and the companies from the Capital
Group of PROCHEM S.A.

Remuneration paid in 2016 in the Issuer’s enteepio the Members of Management Board:

1. Jarostaw S$pniewski PLN 503 thousand: including remuneratistablished on profit in 2016 —
PLN 68 thousand,

2. Marek Kiersznicki PLN 325 thousand: includirgnuneration established on profit in 2016 —
PLN 62 thousand,

3. Krzysztof Marczak PLN 355 thousand: includieghuneration established on profit in 2016 —

PLN 62 thousand
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Remuneration paid in 2016 in the Issuer’s enteegnsghe Members of the Supervisory Board:

1. Zbikowski Karol PLN 17 thousand,

2. Marek Garlhski PLN 190 thousand: including remuneration estabd on profit in 2015 —
PLN 50 thousand,

3. Karczykowski Andrzej PLN 80 thousand: inclugliremuneration established on profit in 2015 —
PLN 50 thousand,

4. Krzysztof Obtoj PLN 80 thousand: including remuation established on profit in 2015 —
PLN 50 thousand,

5. Wiestaw Kiepiel PLN 63 thousand: including rematation established on profit in 2015 —
PLN 50 thousand,

6. Steven Tappan PLN 63 thousand: including rematioe established on profit in 2015 —
PLN 50 thousand,

7. Suflida Michat PLN 17 thousand,

8. Redzinski Marcin PLN 5 thousand.

The remuneration on account of serving on the Mememt Boards and the Supervisory Boards of
companies belonging to the Capital Group paid tonligiers of the Management Board in 2016 have
received:

1. Jarostaw $pniewski PLN 68 thousand
2. Marek Kiersznicki PLN 172 thousand
3. Krzysztof Marczak PLN 182 thousand

Transactions with affiliated entities, as belowreveoncluded on market conditions and relate te aatl
purchase of services, among others - of constiueti@ assembly services, and rental services, bhasve
granting mutually loans.

Guarantees and sureties granted to related erditiegresented in Note N&v.

Reporting period
(in PLN thousands)
from 1 January 2016 to 31 December 2016

. Purchase of Financial income —
Sale of services services interest on loans
Jointly-controlled entities and associated 19 292 1833 379

entities

Sale of services totally relate to revenues frimtly-controlled company Irydion Sp. z 0. o. inafgaw
on whose behalf is implemented investment projadeuthe name of “Astrum Business Park" in Warsaw,
and the costs of buying services - office rentatfe

As at 31 December 2016

Receivables under loans

Trade receivables Trade payables

granted
Jow_rgly-oontrolled entities and associated 2301 18 334 385
entities
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Comparative period
(in PLN thousands)

from 1 January 2015 to 31 December 2015

Financial income- interest

Sale of services
on loan

Jointly-controlled entities and associated entities 28 775 375

As at a 31 December 2015

Trade receivables Receivables under Trade payables
loans granted

Jointly-controlled entities and associated entities 7 432 17 955 16

Revenues from sale of services to jointly-contidlentities and associated companies in 2016 and
2015 as total relate to revenues from the jointgtmlled company IRYDION Sp. z 0. 0. in Warsaw,
on whose behalf is implemented investment projecteu the name of "Astrum Business Park" in
Warsaw.

In 2016, the costs also pertain to the lease afeofpace.

Note No. 37- Contingent liabilities and contingeatsets and other collateral

Contingent liabilities include bank guarantee ajamd performance, guarantee of reimbursement of
advance payment, guarantee of payment and ten@eargee, and promissory note securing good
performance of a contract, and as at the balamset slate they amount to:

The Capital Group

31 December 2016 31 December 2015

Collateral granted

Bank guarantee of good performance 22 235 15999
Guarantee of reimbursement of advance payment - 4115
Guarantee of payment - 852
Tender guarantee 37 60
Total collateral granted 22272 21 026

Contingent liabilities
surety of promissory notes issued by a subsidRry-INHUT Sp. z 0. 0

seated in Bbrowa Gdrnicza for an investor in order to se¢bhee 247 247
claims under a good performance

Letters of Credit - 3564
Total security granted and contingent liabilities 22519 24 837

Contingent assets
Contingent assets of the Group constitute bankagntiees of a good performance, which as at balance-
sheet day amount to:

31 December 2016 31 December 2015

Collateral received

Bank guarantee of good performance 5087 3617

promissory note securing good performance ofrdaraot - 77

Total collateral received 5 087 3694
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Note No. 38 - Information on significant proceedisgpending before the court

PROCHEM S.A. continues to be a party to the procgsdoefore 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 incice 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 settlenodrihe contract, of which PLN 17,364 thousand is
recognized in the statement of financial positisraaeceivable from seized guarantee deposit,tend t
remaining amount is the contingent receivable. ®ddnuary 2008 District Court in Warsaw issued a
judgment in this case considering claim of PROCHEM. as to be right in principle, while stating
that this obligation is not yet due.

On 26 August 2008 the Court of Appeal in Warsawéska 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 aaaiing for the contract mentioned above pursuant to
the provisions of the contract. This finding isdampliance 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 Universityre€hnology — Department of Civil Engineering,
who according to the recommendations of Court opegd will make an ultimate accounting for in
relation to the disputed contract. In April 2011e ttase file was forwarded to the expert withe$s 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 the ¥&av 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 Counvlich 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 requesefouneration of an expert for the drafting of an
opinion has submitted to the District Court foramsideration.

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 oblige plarties to submit the pleadings in which thelfina
the final conclusions of evidence to complementeakpert 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 thehmodology that has been adopted for the preparation
of the legal opinion and it is not inconsistenthwibhe thesis of the Court, and there are no legiém
grounds to complaint that the methodology adoptethe experts is not correct.

On 14 May 2013, the Issuer received a notice floenDistrict Court in Warsaw of revocation hearing
scheduled for 16 May 2013 and the next date ofifigdras 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 servisegplies, 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 commeihts 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 supgisny opinion that confirms the amount of the
claim of PROCHEM S.A.
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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 FgBu2015, 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 hdsesitiled a hearing for 30 April 2015.
At the hearing on 30 April 2015, the Regional CantVarsaw has pledged experts to supplement the
opinion.
On 6 May 2015 in relation to the doubts raised @gfasome aspects of the expert's opinions ancein th
interest of a faster conclusion of the case, PRO@HBited the action for payment by the amount of
PLN 139 thousand to the amount of PLN 41 162 thadisalong 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,\Y>)Commercial Division announced judgment
in the above matter, in which:
» from the principal action, jointly and severallytte Issuer and a member of the consortium
adjudged from PERN:
v'amount of PLN 35 086 589.26, with statutory intefemm 23 March 2006 until the
date of payment;
v"amount of PLN 4 879 883.58, with statutory inteffestin 22 March 2006 until the
date of payment;
v' amount of PLN 126 400,4, with statutory interesinfr16 January 2007 until the
date of payment.
* inthe cross action, dismissed the action of PERf\edy.
The statutory interest on the aforementioned ansoastat 31 December 2016 amounts to PLN 50
million.
The Group's share in the adjudged amount amouatsaot 50%.
From the above judgment on 7 December 2015 PERgétbdn appeal. The term of consideration of
the appeal has not been set yet.

As of 31 December 2016 the Group presents thevadaeis from PERN SA under guarantee deposits
seized during the execution of the contract woithN R7,364 thousand, which are the subject of a
final settlement of the contract and the proceedimdnich is pending before the Court. These
receivables are not covered by write-down. The neimg amount of principal claim, which falls on
the Group in the amount of PLN 2,682 thousand ve&®gnized as a contingent asset, because on
reporting day did not meet all the criteria foraguition as an asset in the understanding of IAS 37

The value of this procedure exceeds 10% of thetyeqlithe Capital Group.

Furthermore, the total value of other proceedirggmagately for group of liabilities and as well as f
group of receivables does not exceed 10% of thiyegfuthe Capital Group.

Note No. 39- Events after reporting date

After the reporting date there were no materialnévehat could materially affect the Group's finahc
position.

Note No. 40 - Other supplementary information toetfinancial statements

Statement of changes in the ownership of the isssieshares or rights to them (options) held by
Management Board and Supervisory Board, in accordarwith the Issuer’s knowledge

As at the date of the financial statements theofglhg members of the Management Board and
Supervisory Board of the company held shares of GIREM SA:

- Jarostaw gpniewski — 80,943 units.;

- Marek Kiersznicki —70,393 units;

- Krzysztof Marczak — 43,700 units;

- Andrzej Karczykowski — 115,186 units;
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Nominal value of 1 share is PLN 1.

In the period since the publication of the anneglort for the year 2015, the Issuer has been edtifi
of a change in the number of shares of PROCHEM 8eid by the members of the Supervisory
Board. This change occurred as a result of chaimg#ise composition of the Supervisory Board,
which were introduced at the Annual General Meetialgl on June 11, 2016:
* Mr. Michat Suflida appointed to the Supervisory Bb&ogether with related person held
48,500 shares.
e Mr. Steven Tappan, dismissed from the Supervisagré, owned 510,000 shares in the
Company.
At the Extraordinary Shareholders' Meeting on 280er 2016 was dismissed Mr. Marek Garlinski,
which had 86,900 of shares in the Company.

On November 24, 2016, Mr. Michat Suflida, a membkthe Supervisory Board, sold 30,000 shares
in the company, and the related person sold 18&868fes in the Company.

In related companies the managing and supervigngpps do not hold shares.

Note No. 41- Approval of the financial statements

The consolidated financial statements of PROCHEN $r 2016 were approved for issue by the
Management Board of PROCHEM S.A. on 28 April 2017.

Signatures of the Members of the Management Board

28 April 2017 Jarostaw iniewski Chairman of the Board ....................

date first name anchame position signature

28 April 2017 Marek Kiersznicki Vice Chaiam ...

date first namel @urname position signature

28 April 2017 Krzysztof Marczak Vice Chaeim e

date first name anchaumne position signature

Signature of the person responsible for bookkeeping

28 April 2017 Barbara Audainska-Sawicka Chief Accountant

date first name anchanne position signature
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