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Consolidated financial statements of the PROCHEMASCapital Group

as at and for the period ended 31 December 2018

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

'\,'\lootfe 31 December2018 31 December2017
Assets
Non-current assets
Property, plant and equipment 22 847 22481
Intangible assets 2 182 242
Investment properties 3 11990 11 312
Shares 4 830 830
Shares in entities valued using the equithod 5 28111 26 139
Deferred tax assets 6 2 340 2953
Receivables from seized security deposits 63 222
Other financial assets 7 20 422 18 713
Total non-current assets 86 785 82 892
Current assets
Inventories 8 3378 2222
Trade and other receivables 9 41 472 32014
Amounts due from recipients under agreements 19 13691 8 415
Other assets 10 1202 2 466
Cash and cash equivalents 3250 28 815
Total current assets 62 993 73932
Total assets 149 778 156 824
Equity and liabilities
Equity
Share capital 11 2935 3895
Revaluation reserve 12 11 789 11521
Retained earnings 13 69 216 89 826
Parent entity’s equity 83940 105 242
Non-controlling interest 6 470 6 524
Total equity 90 410 111 766
Non-current liabilities
Non-current bank loans 14 52 141
Provision for deferred income tax 2400 2 457
Provision for retirement and similar benefits 15 1763 1712
Non-current liabilities under seized secudgposits 3569 4592
Other non-current liabilities 16 620 382
Total non-current liabilities 8 404 9284
Current liabilities
Current bank loans 17 7077 2233
Trade payables 18 31626 22 426
Amounts owed to recipients under agreements 19 2 863 1913
Liabilities under current income tax 39 6
Other liabilities 20 8 958 8 872
Deferred income 21 401 324
Total current liabilities 50 964 35774
Total liabilities 59 368 45 058
Total equity and liabilities 149 778 156 824




Book value — equity assigned to the owners of thekent Entity 83940 105 242

Weighted average number of ordinary shares 2935 000 3 895 000

Book valug per one share (in PLN) — assigned to ownseof the 28.60 27.02

Parent Entity

Consolidated profit and loss account

(all amounts in PLN thousands if not stated otheevi

o In 2018 In 2017
0.

Revenues from sale, including : 153 194 112 006
Revenues from sale of services 22 150 287 111133
Revenues from sale of goods and services 23 2 907 873

Cost of sales, including : -142 706 -108 285
Cost of services sold 24 -140 015 -107 547
Cost of merchandise and raw materials -2 691 -738

Gross profit on sales 10 488 3721

General and administrative expenses 24 -13 315 -13 328

Other operating income 25 5 066 664

Other operating expenses 26 -1 424 -742

Other operating expenses — result of a one-offteven 27 0 26 773

Results from operating activities 815 17 088

Financial income 28 685 555

Finance expenses 29 -924 -1 024

Profit sharing in associated entities 1623 3461

Before tax profit 2199 20 080

Income tax expense : 30 360 3104

- current tax 69 350
- deferred tax 291 2754

Profit for the period 1839 16 976

Profit for the period assigned to:

Shareholders of the Parent Entity 1923 16 828

Non-controlling interest -84 148

Weighted average number of ordinary shares (units) 2935000 3895 000

Profit (loss) per one share (in PLN per share)gassl to owners of the

Parent Entity 0.66 4.32



Consolidated statement of comprehensive income

In 2018 In 2017
Profit for the period 1839 16 976
Other comprehensive income net 371 69
Other comprehensive income that will be reclassiftedprofit or loss i i
under certain conditions:
Other comprehensive income that will not be recldiesl to profit or loss: 371 69
Revaluation of non-current assets 703 -
Actuarial gains (losses) on valuation of provisiémsemployee benefits -220 90
Income tax on other comprehensive income 112 21
Total comprehensive income 2201 17 045
Total comprehensive income assigned to:
Shareholders of the Parent Entity 2289 16 897
Non-controlling interest -79 148
Weighted average number of ordinary shares 2935000 3895000
Total comprehensive income per ordinary share [(iN Per one share)
assigned to owners of the Parent Entity 0.78 4.34



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

Equity
Share  Revaluatio Retained tqulsjg rzf]ﬂ%r;?g assrll%r:?d o Total
capital nreserve earnings . parententity  controlling equity
interest

In 2018

As at the beginning of the period (audited) 3895 11521 89 826 105 242 6 524 111 766
Application of IFRS 15 349 349 349
As at the beginning of the period (restated) 3895 11521 90 175 105 591 6 524 112 115
Net profit (loss) of the given period 1923 1923 -84 1839
Other comprehensive income (net) 294 294 68 362
Total comprehensive income 0 294 1923 2217 -16 2201
Own shares purchased for redemption -960 -23 040 -24 000 -24 000
Dividend payment - - - - -100 -100
Other changes -26 158 132 62 194
As at the end of the period 2 935 11789 69 216 83 940 6 470 90 410

. . Equity assigned
Share Revaluation Retained Egﬁge?,ifége?g%fto to non- Total
capital reserve earnings 3 controlling equity
parent entity -
interest

In 2017
As at the beginning of the period 3895 12146 72542 88583 6448 95031
(audited)

Error adjustment for the previous period -388 -388 - -388
As at the beginning of the period 3895 12 146 72 154 88 195 6 448 94 643
(restated)

Net profit (loss) of the given period - - 16 828 16 828 148 16 976
Other comprehensive income (net) - 69 - 69 - 69
Total comprehensive income - 69 16 828 16 000 148 17 045
Payment of dividend - - - - -55 -55
Other increases - 127 - 127 - 127
Other changes - -821 844 23 -17 6
As at the end of the period 3895 11521 89 826 105 242 6 524 111 766




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

In 2018 In 2017
Cash flows — operating activities
Before tax profit 2199 20 080
Total adjustments -7 1478 14 405
Share in net profits of associates -1 623 -3461
Amortization and depreciation 2085 2014
Interest and profit sharing (dividends) 156 197
(Profit)/loss on disposal of property, plant andipgqent -115 84
Loss on investment -936 353
Change in provisions 1332 -256
Change in inventories -1156 2643
Change in receivables and other assets -13 956 24 599
Change in current liabilities, except foarhe and borrowings
7728 -11 560
Other adjustments (including changes iredetl income) -662 -208
Cash provided by (used in) operating activities -4 948 34 485
Income tax paid -354 789
Net cash provided by (used in) operating activities -4 594 33 696
Cash flow — investing activities
Inflows 26 2 016
Disposal of intangible assets, and propetgntand equipment 26 12
Investment in real estate - 1 439
Inflows from financial assets - 565
- in related entities - 565
disposal of financial assets (shares) - 367
repayment of loan with interest 198
Outflows -1156 -1 646
Acquisition of intangible assets and propeptgnt and equipment -1 156 -1 646
Net cash provided by (used in) investing activities 1130 370
Cash flow — financing activities
Inflows 4 809 334
Bank loan 4 766 334
Other financial proceeds 43 -
Outflows -24 650 -9 368
Other than payments to shareholders, expamsger profit distribution -24 100 -60
Repayment of bank loans - -8 668
Commission and interest paid -346 -576
Payment of liabilities under finance lease -204 -64
Net cash provided by (used in) financing activities -19 841 -9034
Total cash flows, net -25 565 25 032
Increase/(decrease) net in cash and cash equivalent -25 565 25032
Cash and cash equivalents at the beginning of theepod 28 815 3783
Cash and cash equivalents at the end of the period 3 250 28 815




Notes on adopted accounting principles (policy) andther explanatory notes to
financial statements

1. Establishment of the Company and principal activity

Company Prochem S.A.(hereinafter called ,Proche@gmpany”, ,Issuer” or ,Parent Company”)
seated in Warsaw, 95 topugséa Street. The company is registered in the Nati@ourt Register
(KRS) by the District Court for the Capital City Véaw, XllI Commercial Department of the
National Court Register under KRS number 0000019 cipal activity according to Polish
Business Classification (PKD 2007) determines syntdd2Z — engineering activities and related
technical consulting. According to Warsaw Stock lixage classification Prochem belongs to
construction sector. Prochem S.A. is a Parent Caynpaf the Capital Group and prepares
consolidated financial statements. Prochem S.A. esablished 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 Company commenced implementation ofstment project , Turnkey construction of
system for the production of highly purified pamffoils, lubricant and cooling greases and model
compounds with the expansion of power complex idaBes”. Therefore, for the period of
implementation of the project the Representatiofic®fwas established. The request to close the
Representation Office was submitted on 25 May 2018.

2. The Management Board and Supervisory authorities ofhe Issuer

As at the date of preparation of hereby separaitenfial statements the Management Board of
Prochem S.A. comprises of the following persons:

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

The Management Board of Prochem S.A. was appolndgesolution No. 16 / X of the Supervisory
Board of Prochem S.A. of June 12, 2018

Composition of the Supervisory Board of Prochem S.A

As at the date of preparation hereby of finandatesnents the Supervisory Board of Prochem S.A.
comprises of the following persons:

Marek Garliski Chairman of the Supervisory Board
Karol Zbikowski Vice Chairman of the Supervisory Board
Andrzej Karczykowski

Krzysztof Obloj

Marcin Rdzinski

3. Employment

Average employment in 2018 was 375 FTEs. Levelmpleyment in persons as at 31 December
2018 was 385, and as at 31 December 2017 was 403.



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

Prochem S.A. Capital Group (hereinafter referredgqCapital Group”, ,Group”), in addition to the
data of the Parent Company comprises the followutgsidiaries directly and indirectly:

Subsidiaries covered by full consolidation:

« Prochem Inwestycje Sp. z 0. 0. seated in Warsaubsidiary directly (100.0%);

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

« PREDOM Sp. z 0. 0. seated in Wroctaw — subsidiagyrectly (81.7% of share in capital and profit,
72.3% of votes);

* Prochem Zachéd Sp. z 0. 0. seated in Warsaw —diahysdirectly (80.0%);

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

« Elmont Inwestycje Sp. z 0. 0. seated in Krakow bsgliary indirectly (92.7%, including 85.4% share
in the 50% share of ElektromontKrakow);

» Elektromonta Krakow S.A. seated in Krakow — subsidiary indile¢85.4%), including 73.0% share
in capital and voting right belongs to Prochem Istyeje subsidiary in 100%. Company
Elektromonta Krakéw S.A. prepares consolidated financial staetsy which contains data of the
subsidiary in 100%: ELMONT-POMIARY Sp. z 0. 0. sgain Krakow and two associated companies
ELPRO Sp. z 0. 0. and Elmont-Inwestycje Sp. zp. 0

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

¢ ATUTOR Integracja Cyfrowa Sp. z 0. 0. seated in ¥8ar — subsidiary indirectly (87.3% of share
holds company Prochem Inwestycje Sp. z 0. 0. aidiabgin 100%);

¢ Prochem RPI Sp. z 0.0. seated in Warsaw — subgiidid 00% (including 3.3% of share in capital and
voting right belongs to company Prochem Inwestycje)

Jointly-controlled entities and associates valugdaithe equity method:

e |ITEL Sp. z 0. 0. seated in Gdynia — 42.0% of sl{aB7% of share in voting right and capital
belongs directly to Prochem S.A., and 23.3% beldiogProchem RPI Sp. z 0. 0. a subsidiary in
100%);

e Irydion Sp. z 0. 0. seated in Warsaw — 50% of stajeintly-controlled company.

Consolidated subsidiaries were included in the clfsted financial statements from the date of
including the control until the date of loss of tmhby the parent company, and the jointly-coréwl
entities and associated entities from the datexefogsing of joint control and exertion of signdiat
influence.

Company Predom Projektowanie Sp. z 0. o. with et PLN 53 thousand was excluded from
consolidation. The company has not commenced tiesivi

5. Adopted accounting principles
Principles of presentation

Consolidated financial statements of the Prochefn Gapital Group for the period from 1 January to
31 December 2018 and analogous period of the cablgaryear was prepared according to
International Accounting Standards (IAS) and Iné&iomal Financing Reporting Standards (IFRS),
which were adopted by European Union (EU) and veéfective as at 31 December 2018. The scope
of financial statements is compliant with MinistdrFinance Regulation of 29 March 2018 on current
and periodic information provided by issuers ofusies and conditions for recognition as equivalen
required by the law of a non-Member State (Offidalirnal, item 757).



The presented consolidated financial statementleofCapital Group present reliably and clearly the
financial and asset situation of the Group as atebwer 31, 2018 and comparative data as at
December 31, 2017, as well as the results of tttisity for the year ended December 31, 2018 and
comparative data for the year ended December 37.201

The consolidated financial statements of the Pnoc8eA. Capital Group as at 31 December 2018 was
prepared assuming that the Prochem Capital Grolpcarntinue to operate as a going concern in
foreseeable future.

The financial statements were prepared based gprith@ple of the historical cost, apart from:
e Land, buildings and construction measured at rechamount,
* Investment properties and investment propertigragress measured at fair value.

Operational activity of the Parent Entity and éagitfrom the Capital 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
depends on weather conditions. Weather conditi@ave lan impact on the volume of the revenues
generated in these segments. Lower revenues aievedhduring the winter season, when weather
conditions do not allow for execution of some camgion work.

Changes in accounting estimates and accounting pigs

The preparation of financial statements under IEE8pted by EU requires using certain accounting
estimates and adoption of assumptions concerningefevents. Items of the financial statements set
on the basis of the estimates are subject to watifin if circumstances being base of estimates are
changing or as a result of obtaining new informatar of the progressive development of eventd or o
acquiring greater experience. In preparing the aaeted financial statements hereby, were applied
the same accounting principles and the same cétmulanethods which were applied in the
consolidated financial statements of the Prochef Gapital Group for the year ended 31 December
2017, with the exception of IFRS 9 and IFRS 15y thél not affect the Company's accounting policy
and the financial statements.

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

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

financial statements. Assumptions of these estinatiee 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 retment benefits, the assessment of the degree of
realization and profitability of long-term contradbf gross margin).

New standards, interpretations and changes in pshkd IFRS

A number of new standards, amendments to standadisnterpretations not yet effective for annual
periods ended 31 December 2018 and have not bedadm the financial statements.
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Standards and Interpretations which were adoptetthd¥EU, but not yet effective for annual periods
ended 31 December 2018 and Standards and Intaipnstavhich are waiting for approval:
The International Accounting Standards Board hasayed new standards to be applied from January
1, 2018:
* IFRS 9 ,Financial Instruments”,
* IFRS 15 ,Revenue from Contracts with Customersl amendments to IFRS 15 which
clarify some requirements of the Standard,
» Amendments to IFRS 2 on classification and tleegaition of share-based payment
transactions,
* Amendments to IFRS 4 concerning the applicatiolifBS 9 together with IFRS 4,
* Amendments to IAS 40 on clarifications on thengfer to or from investment properties,
» Annual Improvements to IFRS Standards 2014-2@t6wmn clarifying more precisely IAS
28 and IFRS,
* Interpretation of IFRIC 22 on foreign currencarisactions and advance consideration.

The above amendments to the standards have bemvegor application by the European Union by
the date of publication of hereby financial statateeand, with the exception of IFRS 9 and IFRS 15,
will not affect the Company's accounting policy diméncial statements.

Description of the impact of applying IFRS 9 an&®&-15

The Capital Group of Prochem S.A. retrospectivgipli®d the IFRS 15 and IFRS 9 standard with
effect from 1 January 2018. In accordance withghssibility allowed by the standard, the Group
resigned from restatement of comparable data. &att December 31, 2017 were prepared based on
IAS 39, IAS 18 and IAS 11.

The previously applied selected accounting primsgbr sales revenue (IAS 18, IAS 11) and financial
instruments (IAS 39) were disclosed in the finahsiatements for 2017.

IFRS 15

The Group applies the principles of IFRS 15 takinp account the assumptions adopted in this
model. This model assumes that revenue are readjmhen (or in the extent in which) the entity
transfers the control over the goods or servicabd¢acustomer, and to such amount, to which entity
expects to be entitled. Depending on the meetirdetdrmined criteria, the revenues:

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

- are recognized once, in such a time when the@omter the goods or services is transferred ¢o th
customer.

The analysis made by the Group did not show theaghpf the application of IFRS 15 on the
financial statements prepared in previous years.

To ensure the comparability of data in the stateameh financial position, the following
reclassifications of data were made as at DeceBihe2017.

Statement of financial position

As at
31 December | Reclassification As at 31 December
Assets 2017 (in PLN 2017 after restatement
(in PLN thousands) (in PLN thousands)
thousands)
Other assets 10 881 -8 415 2 466
Amounts due from receivers under agreements 0 8415 8 415
Equity and liabilities
Deferred income 2 237 -1913 324
Amounts owed to receivers due to agreements 0 11913 1913
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IFRS 9

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

« financial assets measured at fair value througfitpr loss; or

« financial assets measured at fair value througbhraccomprehensive income.

The Group qualifies financial assets to the appatprcategory depending on the business model of
financial assets management and the characteraticentractual cash flows for a given financial
asset.

Component of financial assets is classified inte ¢ategory of measured on initial recognition at
amortized cost if the following two conditions anet:
. the assets are held within a business model wilgjgetive is to hold assets in order to collect
contractual cash flows; and
. its contractual terms give rinse on specifiecedab cash flows which are solely payments of
principal and interest on the principal outstanding

Component of financial assets is classified in® ¢ategory of measured at fair value through other
comprehensive income if:
« the Group’s objective is to hold assets in ordehbo receive cash flows from the contracts as
well as their selling,
* its contractual terms give rise on specified datesash flows that are solely payments of
principal and interest on the principal outstanding

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

The impact of the implementation of IFRS 9 on thar@e in the classification of financial assetatas
1 January 2018 is presented below.

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

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

Security deposits under contracts fokoans and receivables Measured at amortized costs

construction

Trade and other receivables Loans and receivables Measured at amortized costs

Loans granted Loans and receivables Measuredatiaad costs

Derivative financial instruments notFinancial assets measured at faiMeasured at fair value through profit
covered by hedge accounting value through profit or loss or loss

IFRS 9 did not introduce changes to the classifioatf financial liabilities.

In the scope of hedge accounting, the Group haslet®d¢o continue the existing measurement and
classification methods.

IFRS 9 introduces a new approach to estimatingirtipairment of financial assets. Currently, the
impairment model is based on the calculation ofeetgd losses as opposed to the model resulting
from IAS 39, which was based on the concept ofdes$scurred.

To estimate the expected credit losses in relatdrade receivables, the Group applied the simeglif
method allowed by IFRS 9. For the purpose of esdthgahe expected credit loss, the Group uses the
provisions ratio, which takes into account histakidata.
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Taking into account the above calculation methoglplfor expected credit losses, the value of
receivables may also be updated individually inecdfsin the individual assessment of the
Management Board the risk of non-recoverabilitgignificant, in particular in relation to:

- receivables from contractors put in liquidatiarbankruptcy

- debts questioned by debtors, and such when thterdis in arrears, and according to the assessment
of the debtor's property and financial situatidrg tepayment of the contractual receivable is tnaug
with significant risk.

As a result of individual analysis, in case whespite significant overdue of receivables, the Group
has a credible declaration of the contractor's matnthe creation of a write-off may be suspended.
The implementation of IFRS 9 did not significantyfect the amounts of write-downs as at 31
December 2018 as well as at 1 January 2018. Dtieetfact that the calculated amount of impairment
allowance as at 1 January 2018 in accordance hatladopted model of expected credit losses did not
significantly differ from the amounts already renagd in the financial statements as at December
31, 2017, the Group took advantage of possibiljiesided by in IFRS 9 and in result did not make
restatement of the data of earlier periods, andumof that an adjustment was not made of thalinit
balance of the Group's retained earnings unddantplementation of this IFRS.

The Group has not decided to early apply the Stasdand amendments to standards that have been
published and endorsed for use in the EU, but hatget entered into force, and will introduce them
on the date of adoption.

Standards and interpretations approved by the EU, Wwich have not entered into force for the
annual periods ended December 31, 2018

IFRS 16 Leases effective from January 1, 2019.

IFRS 16 replaces MSR lasesand interpretations related to this standard. \W&thard to lessees,
the new Standard eliminates the current distinchetween financial and operating leases. The
recognition of an operating lease in the statero&financial position will result in the recogniticof

a new asset - the right to use the leased asadta aew liability - a liability to make a leaseypeent.
Right to use the assets leased will be subjector@sation, but interest will be charged on the
liability. This will result in arising of higher &ts in the initial leasing phase, even if its gaErthave
agreed on fixed annual fees.

Recognition of lease agreements of the lessor wilmost cases remain unchanged due to the
maintained division into operating and financiades agreements.

Impact of IFRS 16 on financial statements

At the time of preparing hereby financial staterserthe Group completed work related to the
implementation of the new IFRS 16 standard. Thelémpntation of IFRS 16 was carried out as
follows:

- analysis of all being executed contracts forchase of services was made, regardless of thenturre
classification, aimed at selecting those contractsthe basis of which the Company uses assets
belonging to suppliers;

— each identified contract has been assessednts tef meeting the criteria for being classifiedaas
lease in accordance with IFRS 16,

- the subject of the made analysis was all findrie&se contracts, operating lease contracts, od a
rental and lease agreements.

The Group decided to implement the standard onakgriy 2019. In accordance with the transitional
provisions contained in IFRS 16.C5 (b), the newngigles will be adopted retrospectively with
referring the cumulative effect of the initial dipption of the new standard to equity as at Jantiar
2019. Therefore, comparative data for the finangedr 2018 will not be transformed (modified
retrospective approach).

The Group will recognize liabilities under leastated to contracts that were previously classified
"operating leases" in accordance with the prinsipté IAS 17 Lease. These liabilities will be
measured at the current value of lease paymentaimemg to be paid at the date of application of
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IFRS 16. For the purposes of implementing IFRS 4@ disclosures regarding the impact of the
implementation of IFRS 16, discounting was applisihg the marginal interest rate of the lessed as a
January 1, 2019.

In order to calculate discount rates for IFRS 1& Group will apply the marginal interest rate
reflecting the cost of financing that would be irred to purchase the leased asset. In order toasti
the discount rate, the Group took into accountfolewing parameters of the contract: type, dunatio
currency and potential margin that it would havepay to financial institutions in order to obtain
financing.

The implementation of IFRS 16 required some esBmand calculations to be made that have an
impact on the valuation of liabilities under I€ase

- establishing of contracts covered by IFRS 16,

- determination of the remaining applicable leaseqa with respect to contracts concluded before
January 1, 2019,

- establishing of marginal interest rates usedgoadint future cash flows,

- indication of useful periods and determination ashortization rates for use rights to assets
recognized as at January 1, 2019.

When applying IFRS 16 for the first time, the Gromii apply the following practical simplifications
allowed by the standard:

- the using of one discount rate for a portfolidezEse agreements with similar features,

- the application of an assessment whether leagesige to burdens in accordance with IAS 37 at th
moment of implementing the standard, as an alteab conducting impairment tests of the lease
assets,

- agreements under operating lease with the renwil@ase period of less than 12 months as at 1
January 2019 will be treated as short-term lease,

- the using of the time perspective (using the Kedge gained after the fact) in determining thedea
period, if the agreement includes options for edileg or terminating of the lease agreement.

As at December 31, 2018, the Group had an irreveasai-balance sheet liability due to operating
lease with regard to office lease agreements andecd#al. As at December 31, 2018, the nominal
value of assets used under lease agreements was3RI83 thousand (detailed information is
presented in note 36 of which the amount of PLN823 thousand relates to lease agreements in
accordance with IFRS 16 upon excluding short-tegasé. For the aforementioned contracts, the
Group made a valuation at the present value otassed under these agreements and recognized as
at January 1, 2019 the right to use an asset iarttmint of PLN 28 436 thousand, and liability unde
lease with the same value. Off-balance sheet itighinder leasing in the amount of PLN 34 163
thousand will be derecognised. In the case of aot#rin which the Group acts as a lessor, the
application of IFRS 16 will not result in the nesigg to recognize the adjustments as at 1 January
20109.

Projected financial results of the implementatidnlfERS 16 (applicable only to lease agreements
concluded or amended before January 1, 2019) on:

Statement of financial position as at 1 January9201

- the right to use an asset — property, plant gjgbenent PLN 28 436 thousand,

- liabilities under lease PLN 28 436 thousand.

Statement of profit and loss: for the period frodahuary -31 December 2019.

- decrease in service costs by PLN 1 826 thousand,;

- increase in depreciation and amortization by RLB0O1 thousand;

- increase in interest expenses by PLN 525 thousand

Statement of cash flows

- increase in cash flows from operating activibgsPLN 525 thousand

- decrease in cash flows from financial activitiesHyN 525 thousand

The annual cost under short-term leases will amtmRLN 509 thousand.
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Other published but not yet endorsed standards angbrpretations do not apply to the Group's
activities or will not affect it:

* Amendments to IFRS 10 and IAS 28 regarding the satransfer of assets between an investor and
its associates or joint ventures,

« IFRIC 23 interpretation regarding uncertaintyaing the recognition of income tax,

* MSSF 17 Insurance Contracts,

« Amendments to IFRS 9 regarding debt financiab@ssith an option of early prepayment, which
may result in the arising of the so-called negatiompensation,

* Amendments to IAS MSR 28 regarding long-termriesés that form part of the net investment in the
associate or joint venture,

« Annual Improvements to IFRS Standards 2015-2Qtlec

* Amendments to IAS 19 concerning changes, redustio settlements of defined benefit plans,

* Amendments of references to conceptual assunypiiolrRS,

» Amendments to IFRS 3 to the definitione of a bass,

« Amendments to IAS 1 and IAS 8 regarding the dedin of materiality.

The above-mentioned standards, with the exceptidfRRIC 23 interpretations and amendments to
IFRS 9, are awaiting endorsement by the EuropeaionUnThe Group intends to apply all
amendments in accordance with the date of thety @mib force.

Remaining accounting principles applied by the CegdiGroup are presented below.
The principles of consolidation

1. When preparing the consolidated financial statemesft the Prochem 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 and jointly-controllentities are measured in the
consolidated financial statements using the equiéghod, and at initial recognition are
recognized at cost. The purchase price includesa@ion costs.

Assessment whether the Parent Company controlsdimpany requires determining whether it has

the right to manage the significant activity of tbempany. The determination of the company's

significant activity, and who of the investors toifs it, requires judgment. In assessing the sdna
and determining the nature of ties, the followiragtbrs are taken into account: voting rights,
relatively owned share, distribution of voting rigtheld by other investors, scope of these invs'stor
participation in appointing of key managerial staif members of a Supervisory Board.

2. The subsidiaries are entities controlled by theeRarEntity. The financial statements of
subsidiaries are included in the consolidated tr@rstatements from the date of the obtaining
the control until the date when it expires.

3. Accounting principles applied by subsidiaries haeen unified with the principles adopted by
the Group.

4. Goodwill of subsidiaries represents the surplughef purchase price of components of assets
acquired by the parent company over the fair valfighe net assets of the subsidiary, in
proportion to the acquired share in the entity'sigg Negative goodwill of subsidiaries is the
surplus of the fair value of the net assets oftligsidiary above the purchase price of components
of assets borne by the parent company, in propotticthe acquired share in the equity of this
entity. As at the date of acquisition of subsidiaagid associated company (obtaining of control),
assets, equity and liabilities and contingentilités of a subsidiary are measured at fair value.

5. At the moment of loss of control (e.g. in the evehtsale) the Group ceases to recognize assets
and liabilities of the subsidiary, non-controlliilgerest and remaining components of the capitals
related to the subsidiary. Possibly surplus oraitedirising from the loss of control is recognized
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in profit or loss of the current period. If the @mretains any interests in the former subsidiary,
they are subsequently measured at fair value the alate of the loss 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 SA treats the transactions thi¢ non-controlling interests as transactions
with external entities.

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

9. As associated entities are considered such entitiediich Prochem has between 20% and 50%
of the total number of votes in the decisive bodiestherwise may exercise substantial influence
over their financial and operating policies. As jbmtly-controlled entities are considered such
the entities in which Prochem S.A. holds 50% ofttital voting rights in the decisive bodies.

10. Investments in associates and jointly controllexlaamcounted 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 shiartbsses of an associate or jointly controlled
equals or exceeds its interest of Prochem S.A.t@la@roup 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 Geonperest in such entity.

11. The purchase price of shares in associated congpani in jointly-controlled entities is subject
to adjustments by any changes in the fair valu¢hefnet assets, which are attributable to the
value of the share held, from the moment of pusehantil the date of the financial statements, as
well as effects of a stated impairment.

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

« 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 sedlpegations in the capital group j,
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.

The items of the financial statements are dividaed ishort-term and long-term (current and non-
current) according to IAS 1.

Property, plant and equipment and intangible assets

Property, plant and equipment include fixed asamstsexpenditures on construction in progress which
the Group intends to use in their business opemsitio a period longer than one year, and which will
result in future economic benefits to the entity.

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 @fttal recognition:

* Land, buildings and construction are carried adl@d 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 &by 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 imeair losses.
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Increase in value resulting from the revaluatiodaofd, buildings and constructions is recognized in
other comprehensive income and accumulated in @ta@unt in equity-Revaluation reserveas
revaluation surplus unless it represents the ravefsa revaluation decrease previously recogniaed
the statement of profit and loss. A decrease imevalrising as a result of a revaluation of land,
buildings and constructions is recognized as cbifieoperiod to the extent that it exceeds any warho
previously credited to the revaluation surplus tretpto the same asset and recognized in other
comprehensive income. A decrease resulting fronaluation included in other comprehensive
income decreases the amount of total surplus grfeim the revaluation recognized in the equity.

Value of PPE designated to liquidation, withdraweni use as a result of the change of technology or
other reasons, is being revalued by write downtéAdown is recognized in other operating costs.
Expenditures on PPE incurred at a later date azegrézed at their carrying amount when it is
probable that future economic benefits associatddtivem 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 compahiegevenues 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 theremi period and comparative periods, for
depreciation of PPE the following useful lives ased by the Group:

« 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 methodsvandfied 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 presragesting to impairment exist, while in case BEP
in- progress, during its execution the possibleampent is determined at least for each balancetshe
day. The effects of the impairment are recognireather operating costs.

An intangible asset is measured at cost less goedeation allowances and any impairment losses.
Intangible assets, except for the company’s goddawié amortized. Amortization allowances of
intangible assets is made by systematic, plandedagion of the initial value in the establishecfus
life of the component. A straight line of depremmatmethod is applied.

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

The applied useful lives, amortization methodsvariied at the end of each reporting year and when
necessary adjusted in subsequent periods.
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Intangible assets are subject to the impairmeitd tEpremises attesting to impairment exist. khtue
is subject to the impairment tests at the end wérfcial year. The effects of the 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 ortaiagdue 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 inategrgnt of profit and loss.

Investment properties are initially measured atcitst, including transaction costs. After initial
recognition, investment properties are measurddiravalue as defined in the fair value model amd i
IFRS 13Fair Value MeasurementThe method of valuation is obligatory to all ist@ent properties
unless some investment properties cannot be meblyrdhis 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, onfréhe 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 gagramount, which arose at the time of transfer to
investment properties measured at fair value:
« PPE —is accounted for as a revaluation in acceelaiith IAS 16,
* inventories — is recognized as profit or as fosshe period,
« completion of construction or development of inwestt property on own account — as the
profit or loss for the period.

The fair value in accordance with IFRS 13 is sagirice, 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 biEasurement of fair value refers to a specific
asset. Therefore, at measurement at fair valuediheutaken into account the features of the agset,
market participants would consider such featuregnwtletermining the price of the asset at the
measurement date. Such features include, for exampl

- condition and location,
- any restrictions on the sale or use of the asset.
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The impact of individual features is to differ iemknding on how these features will be taken into
account by the market participants.

Fair value measurement is based on the assumpaothe 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 maximisesitbant that would be received to sell the asset
by the seller of the asset, after taking into aottansaction costs and transport costs.

The standard requires the classification of faluganeasurements depending on the inputs obtained
for the purposes of valuation in accordance wighftillowing 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 ofuet 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 fangiakich 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 hieranmsfith 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 outuadions of investment property, as well as current
experience in such valuations in locations whesetssof the Group are located.

In justified cases, investment properties whosae/ahanges by at least 10%, are valued each year.

Leases

The Group as the lessee

A lease is classified as a finance lease if itdfars substantially all the risks and rewards iawtdl to
ownership of an asset to the Prochem S.A. CapitaiiG Components of the assets under this lease
are measured in the financial statements at therl@ivamounts set in commencement of the use: at
fair value or at present value of minimum leasenpayts. Each lease payment is divided into the part
constituting the liability and the financial pafthe liability is presented in the balance-sheethm
position ,,Other liabilities” with the division intthe short-term part (payable up to one year) and |
term (payable in the period longer than one yedérance costs are recognized in the Statement of
profit and loss. Principles of the amortization aleghreciation of assets being a subject of thenfiiadh
lease and the principles of determining impairmaltdwances by assets under finance lease are
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consistent with principles applied for the Groupissets. PPE held under lease agreements are
depreciated over the economic life of assets. @ttdine method of depreciation is used.

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

The Group as the lessor

Lease agreements, such as rent agreements acctwdwigch the Company retains substantially all
the risks and all rewards resulting from havingeasked 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 ingheduin 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 assetsfortended use or sale are undertaken.

Capitalization of borrowing costs shall be suspérnddhe case of interruption for extended periofds
active investing activity by the entity. Borrowiggsts are capitalized until the designation ofabset
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 produacti
cost or the net realizable value.

Stock of goods and materials slowly-rotating isered 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 methdfirst-in", "first-out".

Write-downs concerning inventory and their revessale recognized in the other operating expenses
and operating revenues.

Loans granted- arisewhen the entity is transferring financial meansediy 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 thiarice 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¢hwod, less impairment losses.

Receivablesre recognized initially at fair value, and subssdly measured at amortized cost using
the effective interest rate method less impairnadiotvances. Impairment allowance of receivables is
identified when there is objective evidence that ¢mtity will not receive all amounts due according
to the original terms of receivables and it is grueed 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.

Discounting involves determining the present vatiduture payments to maturity. For this purpose,
we set an interest rate for calculation purposésddnt interest rate) calculated on the basief t
interest rate established as the average returboods with a specified return period and a time
remaining to time of repayment of receivable.
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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 lossg an
meeting the requirements of the definition of thelcequivalent. Cash is measured at nominal value.

Non-current assets held- for- sale

Non-current assets held-for-sale are assets medtihg same time the following 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 sign#ialy 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. Namnect 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 costsetb

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, whgohld be directly attributable to the purchaseoaht
issue of the component of financial asset sucHess and commissions paid to advisers or agents,
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 catiego

1. measured at fair value through profit or loss,

2. held-to-maturity investments,

3. loans and receivables,

4. available- for- sale financial assets.

Component of assets measured at fair value thrqarghit 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 sal@purchase in short term,

« is a part of portfolio of determined financiaktruments jointly managed and for which there is
evidence of a recent actual pattern of shont@rofits, or

* is a derivative instrument (except for derivaithat 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 ghie or which do not constitute loans or other
receivables, or investments held-to-maturity ad aelthey are not the financial assets measured at
fair value through financial result.

21



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 asvislio

« 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 consdidised 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, aieied at cost by the Company, i.e. at purchase
price less possible impairment losses.

Financial assets designated as hedged items anedvah accordance with principles of hedge

accounting.

Profit or loss arising from the measurement of tdwenponent 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 ritial asset classified as available - for - sale is
recognized in other comprehensive income, excaptnfipairment losses and exchange differences
which are recognized in financial result. For diéncial instruments, interest calculated using th
effective interest rate method is recognized iaffitial 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 classifiesdmeasured at fair value through profit or lass (

particular including derivatives which are not lgeinedging instruments), as at the last day of the

reporting period or any time after the initial rgodion at fair value. Irrespective of the naturela

purpose of the acquisition, the Group, at thedhitecognition, classifies selected financial lidileis

as measured at fair value through financial ragitlieads to obtaining more useful informatiorher

fair value of the obligation is based on the cursgiling price for instruments quoted on the artiv

market.

In the absence of an active market, the fair vafdaancial liabilities is determined by:

+ the use of recent market transactions conductetttirbetween the well knowledgeable, willing
parties, or

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

» discounted cash flows analysis.

Measurement of other financial liabilities at ambteed cost

The Group measures other financial liabilities adiw 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 itrisidiecause of not making payment by a specified
debtor when due in accordance with the originalmadified terms of a debt instrument, and not

classified as liabilities measured at fair valustigh profit or loss are measured at the higher of:

« the amount determined according to the principfestation of reserves,

« initial value less, when appropriate, accumulatepreciation allowances.

Impairment of financial assets
At the end of the reporting period, the Group ssse if there is objective evidence of impairmdra o
financial asset or group of financial assets.
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If exist objective premises of an impairment ofisaand 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 aited by using an original, effective interest raite
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 recagh)i then the previously recognized impairment
loss shall be reversed and recognized as reverfiraicial result.

If objective premises exist for an impairment of @rgquoted 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 subject to reversal in the financial resulbfjror loss).

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

Provisions -are established in the justified, credibly assessdde. Provisions are created when
obligation resulting from past events (legal ortouosry) rests on the Group, and also when it is
probable, that fulfilling of this duty will resuib the necessity of the outflow of financial mearmsd

is possible to estimate of amount of the liabititgdibly.

Employee benefits the Group pays the contributions to the obligatmefirement benefit plan,
depending on the amount of gross wages, whichaigl ip accordance with the applicable laws. The
Group has no other retirement benefit plans.

In accordance with the Remuneration Regulation$icgipe in the Group, employees are entitled to
one-time retirement and pension benefits in thenewe¢ termination of employment in connection
with retirement or pension. The above-mentioneasmnce payments are benefits after the period of
employment paid in the moment when the employee do¢ perform work, therefore the expenses
related to them are spread over the entire pericmployment of the employee by making current
allowances for provisions for benefit. In some lod Group's companies, there are jubilee payments
paid out at five-year intervals after reaching teéguired length of employment by employees. These
bonuses are other long-term benefits and the eeserelated to them are also spread over time from
the moment of employment until the required numbkryears of work is reached. The current
amounts of provisions and write-downs are deterchimean external actuarial office individually for
each employee in accordance with the "projectetlement for person” methodology. The accrued
provisions constitute the current expected valututfre long-term liabilities of the Company under
severance payments less the current expected \afldigire write-downs, which will be made, until
the moment when the employee acquires title tofiiefrem them.

Actuarial assumptions used for calculations arerdehed based on the Company's historical data,
market data and forecasts. They include demograptddinancial indicators, including rotation rates
mortality tables, tables of total disability, indtors of postponing the moment of taking advanti#ge
pension rights after their acquisition, rates af@ase in benefits bases, interest rate for didocwun
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The Company recognizes the following componenthefchange in provisions for severance pay in
the reporting period:

- costs of current employment (current allowaneepgnized in profit and loss

- use of provisions for payment of benefits,

- interest cost reflecting the change in the amaintprovisions in connection with the passage of
time, recognized in profit and loss,

- actuarial gains/losses arising in connection vilte materialization in the reporting period of
phenomena reflected by actuarial assumptions adeptde beginning of the period and as a result of
updating of assumptions, done at the end of thegyebeing recognized in Other comprehensive
income if relate to post-employment benefits (sanee payments), and recognized in profit and loss
if they relate to other non-current benefits (jabibenefits),

- past employment costs occasionally appearingpasitive or negative offsetting of write-offs made
in previous periods and the current period, resglifrom a change in the conditions of benefits lfsuc
as change in retirement age) or introduction/retidn of a benefit plan, recognized in profit os$o
for the period.

Equity
Equity is recognized in the accounting books byyipe, and in accordance with principles pursuant t
legal regulations and to the stipulations of thenBany’s statutes. Equity includes:
» Share capital- share capital was shown in the nominal value efédsand registered shares.
» Revaluation reserve includes:
- the revaluation difference between the faiueadnd the purchase price, less deferred tax
among others of buildings and structures, and land measuréairatalue,
- capital arisen from the foreign exchange diffesss— from translation of the foreign
operations of Representation Office,
- actuarial gains and losses resulting from thexgba in actuarial assumptions (including
those due to change in discount rate).
» Retained earnings, which include:

0 Spare capital, which is created from the surplasesale of shares above its nominal
value, and from annual write-downs of net profitsl avrite-downs of revaluation of
non-current assets in the previous years,

0 Reserve capital which arose from the profit alledab equity,

0 Undistributed profit/loss brought forward and ptdiss) of the current year,

0 Advance payments paid on account of dividends.

Revenues from sale include revenues under execution of contractoostruction services (general
contracting) assembly of electrical installationgsign and engineering services, rental of office
space, and supplies. From 1 January 2018, the Gomggplies the principles of IFRS 15 taking into
account the assumptions adopted in this model. fifadel assumes that revenues are recognized
when (or to the extent to which) the entity transfeontrol over the goods or services to the clemnt

in the amount to which the entity expects to beatledt Depending on the meeting of determined
criteria, the revenues:

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

- are recognized once, in such a time when the@omter the goods or services is transferred ¢o th
customer.

Revenues from the contracts for construction sesvi@@eneral contracting) and the design and
engineering services are determined in proportiotmé level of the progress of the service. Thellev
of progress of the service is measured by the sifarests incurred from the date of the contra¢ch®
date of recognition of income in the total costtbé execution of service.

Correctness of calculations of the level of thegpess of service as well as expected the total
expenses and revenues from the performing of tiviceds verified at the end of each quarter.
Revenues from sale of goods and materials are mexamtyin the profit and loss account when the
control over goods has been transferred to thatclie
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Income tax— tax burdens include the current taxation by cmfe income 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 currentipérand previous periods are included as the Itgbil
in the amount, in which it wasn't paid.

Provision under deferred income tax is recognizeohgu the liability method, under transitional
differences between the tax bases of assets arititiks and their carrying amounts in the finamcia
statements. Deferred income tax is determined usirgates that are actually applicable as at the
balance sheet date. Transitional differences rétathfferent measurement of assets and liabilfioes
tax purposes and balance sheet purposes.

Income tax assets are recognized when is probhatert future the taxable income will be achieved
that will enable the use of transitional differesicBeferred tax assets are recognized separatety fr
tax losses, which could be deductible in the nexsrsy.

Transactions in foreign currencies

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

at the transaction date. Balance sheet items efsaasad liabilities expressed in foreign currencies
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 statemwieptofit and loss.

Functional currency and presentation currency offancial statements

The consolidated financial statements is preseimdtousands of Polish Zlotys (‘zloty’ or ‘PLN’)
which is the functional currency of the Parent §rdéind presentation currency.

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 tiarmexchange rate on the transaction date,
and
e arisen exchange differences shall be recognizethtement of profit and loss.
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6. Explanatory notes to consolidated financial stateents as at and for the period

ended 31 December 2018

Note No. 1 — Property, Plant and Equipment

31 Decemberr018

31 December 2017

Property, plant and equipment, including: 22 829 22 000
- land 4749 4208
- buildings, premises and civil engineeringeait$ 15 423 15 152
- machinery and equipment 591 544
- vehicles 1267 1125
- other PPE 799 971
Construction under progress 18 481
Total property, plant and equipment 22 847 22 481

PPE — ownership structure

31 December 2018

31 December 2017

a) owned 8 225 10 258
b) used under rental, lease or other agreementding: 14 622 12 223
- lease 775 692
- rental and lease 10 477 10979
- value of the right of perpetual usufruct 3370 552
Total property, plant and equipment 22 847 22 481

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

In 2018, the Group changed the classification afpprty, plant and equipment, i.e. transferred the
property, plant and equipment to investment prgpeltie to the change in their use.

Land, buildings and constructions are carried @hlteed 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 Decergb&B was set based on valuation made by the
independent valuators not associated with the Grédup valuators have the right qualifications to
carry out valuations of land, buildings and strues) as well as the current experience in such
valuations, which are carried out in locations vehttiere are assets of the Group.

Methods of valuation and key unobservable datgersented in table as below.

Method of valuation Key unobservable input data Rlationship between key
unobservable input data and fair

value

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

The comparative approach using the .
method of the adjusted, average pritee
model is based on determining of the .

: ; * Attractiveness of the
average transaction price for £ of the location and
area on the basis of the representative .

The average transaction
price per 1 rh

The average transaction price pe

=

sample of the transactions concluded. The neighborhood. m? was higher (was lower)
average price was corrected for weights pf * Area and shape of the plo
the market features: the attractiveness of ¢  Designation

the location and the neighborhood, area |
and shape of the plot, destiny, legal statu
of a land, access to the plot.

Legal status
* Access to the plot

n
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Discounted cash flow§he model of

L]
measurement is based on the present szIue

of future net cash flows that will be
generated from the real estate taking intg
account: the level of leased space. The
expected net cash flows are discounted
with discount rates taking into account th
risk. Other factors considered in the
adopted average rent per square meter
attractiveness of the location, technical
condition of building, the standard and th
functionality of the building, the
possibilities of the access, and parking

spaces.

are:

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

Adjusted for the risk of

discount rate: 6,646%-
6,896%, 6,98%.

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

* Level of leased space was higher
(was lower);

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

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

Details concerning land, buildings and construdj@s well as information about the hierarchy of fa
values as at 31 December 2018.

Fair value as at Fair value as at
The Group 31 December 2018 (in PLN 31 December 2017 (in PLN
thousands) thousands)
Level 3 Level 3
Land, including the right of perpetual usufruct 497 4267
Buildings and constructions 15 423 7 045
Total 20172 11312

Property, plant and equipment covered by the mgegdedging the repayment of loans, was
described in Note 18.

Change in PPE —in 2018

Land,

including Bui_ldings, d Machi c .
- premises, an achinery onstruction
tggrgge%;f g:ivil ) gnd Vehicles ?Dtgg under Total PPE
usufruct of  €ngineering  equipment progress
land objects

Gross value
As at 1 January 2018 5253 22 527 4546 2409 4319 483 39 537
Increase (due to) 639 238 353 604 112 - 2 355
- acquisition of non-current assets - 238 353 604 112 - 1307
- revaluation of non-current assets 639 409 - - - - 1048
Decrease (due to) - -461 -503 -395 -310 -465 -1212
- disposal of non-current assets - - -193 -355  -16 - -564
- liquidation of non-current assets - - -310 -40 -292 - -642
- revaluation of non-current assets - -4 - - - - -4
- changes - 465 - - -2 -465 -2
As at 31 December 2018 5892 23635 4396 2618 4121 18 40 680
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Depreciation and impairment

As at 1 January 2018 - accumulated

depreciation 1045 7375 4002 1284 3191 2 16 899
Depreciation for the period (under) 98 837 -197 67 131 -2 934

- increase (depreciation accrued) 98 837 306 404 287 - 1932

- decrease under disposal of non-current

assets - - -194 -298 -16 - -508

- decrease under liquidation of non-current

assets - - -309 -39 -140 -2 -490
As at 31 December 2018 - accumulated

depreciation 1143 8212 3805 1351 3322 - 17 833
Impairment of non-current assets - - - - - - -
Net value of non-current assets as at

31 December 2018 4749 15423 591 1267 799 18 22 847
Comparative data

Change in PPE —in 2017

_Ltand, g gings,
including premises, Machinery Construction
the right of d civil ’ d hicl Other d Total
erpetual and civi an Vehicles PPE under PPE
upsufruct of €ngineering equipment progress
land objects

Gross value
As at January 2017 5253 22 302 4 550 2193 4258 20 38576
Increase (due to) - 225 214 538 172 467 1616
- acquisition - 225 214 538 172 467 1616
Decrease (due to) - - -218 -322 -111 -4 -655
- disposal of PPE - - - -221 - - -221
- liquidation of PPE - - -218 -101 -111 -4 -434
As at 31 December 2017 5253 22527 4546 2409 4319 483 39537
Depreciation and impairment
Ao atl January 2017 - accumulated 940 6573 3901 1254 3036 2 15706

epreciation

- increase — depreciation for the period 105 802 318 347 262 - 1834
- decrease due to disposal of PPE - - - -217 - - -217
- decrease due to liquidation of PPE - - -217 -100 -107 - -424
foatst December 2017 - accumulated 1045 7375 4002 1284 3191 2 16899

epreciation

Impairment of PPE - - - - -157 - -157
Net value of PPE on 31 December 2017 4208 15152 544 1125 971 481 22481

Note No. 2 — Intangible Assets

Acquired concessions, patents, licenses and siaslksets including

31 December 2018

31 December 2017

computer software 182 242
Total intangible assets 182 242
Intangible assets — ownership structure

Owned 182 242
Total intangible assets 182 242
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Change in intangible assets —in 2018

Acquired concessions, patents,
licenses and similar assets
including computer software

Intangible assets, total

Gross value

As at 1 January 2018 3497 3497
Increase (due to) 94 94
- purchase of non-current assets 94 94
Decrease (under) -221 -221
- liquidation -221 -221
As at 31 December 2018 3370 3370
Amortization and impairment

As at 1 January 2018 — accumulated amortization 3255 3255
Amortization for the period (under) -67 -67
- increase (amortization accrued) 154 154
- decrease under liquidation -221 -221
As at 31 December 2018 - accumulated amortization 3188 3188
Net intangible assets as at 182 182

31 December 2018

Comparative data

Acquired concessions, patents,
licenses and similar assets
including computer software

Intangible assets, total

Gross value

As at 1 January 2017 3485 3485
Increase (due to) 30 30
- purchase 30 30
Decrease (under) -18 -18
- liguidation -18 -18
As at 31 December 2017 3497 3497
Amortization and impairment

As at 1 January 2017 - accumulated amortization 3094 3094
Amortization for the period (due to) 161 161
- increase (accrued amortization) 180 180
- other changes -19 -19
As at 31 December 2017 - accumulated amortization 3255 3288
Net intangible assets as at 31 December 2017 242 242

Note No. 3 —Investment Property

Construction under progress
Buildings and constructions
Value of the land

Total investment property

31 December 201¢

7193
4797
11 990

31 December 2017

1128
5917
4 267
11 312
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Investment property by titles

Change in investment
property for the period
from 1 January 2018

to 31 December 2018

Change in investment

property for the period
from 1 January 2017

to 31 December 2017

Investment property - land

As at opening balance sheet 4 267 5352
- net increase from revaluation at fair value -166 -1 085
Investment property - land 696 -
As at closing balance sheet 4797 4 267
Construction under progress

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

- under reclassification from PPE -752 -
- under valuation at fair value -376 -
Total changes -1128 -
As at closing balance sheet - 1128
Investment property - buildings and constructions

As at opening balance sheet 5917 6 270
- change due to:

a) decrease under disposal -80 -353
b) increase under valuation at fair value 601 -
¢) increase under reclassification from PPE 755 -
Total change 1276 -353
As at closing balance sheet 7193 5917
Write-down of investment property - -
Total investment property 11990 11312

Fair value as at 31 December 2018 was determinsedban a valuation prepared by independent
appraisers, not related to the Group. Appraisense hthe appropriate qualifications to conduct
valuations of investment properties, as well asenurexperience in such valuations made at location
where the Group's assets are located.

As at December 31, 2018, this value was confirmethtbependent appraisers. Valuation methods and

key unobservable data are presented in the taldevbe

Method of valuation

Key unobservable input data
for comparable real estates

Relationship between key
unobservable input data and fair
value

The comparative approach using the method g
the adjusted, average pricéhe model is based
on determining of the average transaction pric
for 1 nt of the area on the basis of the
representative sample of the transactions

f o The average transaction prig
per 1 nifor comparable real
= estates.

* Attractiveness of the locatiof

concluded. The average price was corrected for
weights of the market features: the attractiveriess‘

of the location and the neighborhood, area an
shape of the plot, destiny, legal status of a lan
access to the plot.

and neighborhood.
Area and shape of the plot
* Designation
o Legal status
* Access to the plot

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

¢ The average transaction prig
per nf for comparable real
estates was higher (was
lower)

Discounted cash flows: The model of
measurement is based on the present valu
future net cash flows that will be generated fr
the real estate taking into account: the level
leased space, periods without rent. The expe
net cash flows are discounted with discount ra
taking into account the risk. Other factg
considered in the adopted average rent per sq
meter are: attractiveness of the location, techn

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

"toefa Adjusted for the risk of
;tes discount rate: 6.646%-
rs 6.896%, 7% -7.5%.
uare

ica

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

* Level of leased space was
higher (was lower);
¢ Discount rates adjusted for

the risk were higher (were
lower);
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functionality of the building, the possibilities of

condition of building, the standard and the
the access, and parking spaces.

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

Details concerning investment property, as welh&srmation about the hierarchy of fair values as a

31 December 2018.

Fair value (in PLN thousands)

Group
31 December 2017 31 December 2017
Level 3 Level 3
Land, including the right of perpetual usufruct 9B7 4267
Buildings and constructions 7192 7 045
Total 11990 11 312

There were no displacements between levels 1, 3ahing a year.

Note No. 4 - Shares

Shares

31 December 2018

31 December 2017

In other entities

Shares, net value
Write-down of shares

Shares, gross value

830
830

6
836

830
830

6
836

Change in shares

31 December 201¢

31 December 2017

a) as at the beginning of the period
b) as at the end of the period

Shares in other entities as at 31 December 2018

830
830

830
830

Description

Number of shares

Share in capital
(%0)

Carrying value of shares held
(iin PLN thousands)

Kostrzyhsko Stubicka Specjalna Strefa
Ekonomiczna

8 250

3.04

825

CeMat'70 S.A.

39

0.04

5

Note No. 5 — Shares in Entities Valued Using theuiy Method

Shares in jointly-controlled entities and associatkentities

31 December 2018

31 December 2017

-Shares — net value
- write-downs of shares

Shares, gross value

28111
1011
29122

26 139
1011
27 150
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Change in shares in jointly-controlled entities andassociated entities

31 December 2018

31 December 2017

a) as at the beginning of the period 26 488 22 678
- shares at cost 26 139 22678
- application of IFRS 15 as at 1 January 2018 349 -
b) increase (due to) 1623 3461
- share in the current year result 1623 3461
c) at the end of the period, net value 28111 26 139
d) write-down 1011 1011
e) at the end of the period, gross value 29122 27 150

Change in write-downs of shares in jointly-contrdied entities and
associated entities

31 December 2018

31 December 2017

As at the beginning of the period

1011 400
- decrease — use of provision ) 611
As at the end of the period 1011 1011

Irydion Sp. z o. o. is the only joint contractuafamgement (jointly controlled entity) in which the
Group participates. It is a company with an airbudd an office building under the name of "Astrum
Business Park" in Warsaw. The Company is not baeneq. Group has classified its interest in
Irydion as a joint venture. The Group exercisesitjaontrol along with the shareholder LFI 1
Fundusz Inwestycyjny Zamlgty Aktywow Niepublicznych seated in Wroctaw, 50%ass for each
partner. Each of the partners has two represeataitivthe Supervisory Board.
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Shares in subsidiaries covered by full consolidatie as at 31 December 2018

Ite
m a b c d e f g h i j K
No.
Consolidation metho Participation
applied/valuation Date of in th ept otal
Type of relationship using the equity obtaining Percentage o number of
Name of the . (subsidiary, jointly- method, or an control / Value of Total . share capital
. | Registered , - . Lo . : Carrying votes at the
company and its legg office Scope of company’s activitig  controlled, associated, | indication that the jointly shares at| revaluation value of held eneral
form details of direct and | entity is not subject t¢ control / a cost adjustments (directly and gene
S . ; o B shares o meeting
indirect relationship) consolidation/ significant indirectly) (directly and
valuation using the | influence indire():/tl )
equity method Y
PROCHEM Consultancy on business and
1 | INWESTYCJE Warsaw y subsidiary full 22 Junel99 2999 - 2999 100.0% 100.0%
Sp.zo0.0. management
Construction designing, urban  Indirect subsidiary
2 | PREDOM Sp.zo0.0.| Wroctaw | planning, process (Prochem Inwestycje sp. z full 19 July2002 764 - 764 81.7% 72.3%
engineering 0. 0. holds 75% of capital)
Construction designing, urban Indirect subsidiary
PRO-INHUT Dabrowa - "9 (Prochem Inwestycje sp. [z 40ctober ) o o
3 Sp.zo.o. Gornicza plan_mng,. process 0. 0. holds 93.2% of full 2001 63 63 93.2% 93.2%
engineering shares)
Marketing activities,
PROCHEM construction work, design - 18 March
4 | ZACHOD Sp. z 0.0. Warsaw services, commercial activity subsidiary full 1998 1061 ) 1061 80.0% 80.0%
and forwarding
Indirect subsidiary 10
ELEKTROMONTAZ . Assembly of electrical (Prochem Inwestycje Sp.|z ) 0 0
5 KRAKOW S.A*) Krakow installations and equipment 0. 0. holds 65.5% of full Dezcgglber 15099 15099 85.4% 85.4%
shares)
ELMONT Indirect subsidiary
6 | INWESTYCJE sp.| Krakow Developer's activity (Elektromonta Krakow 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 subsndlgry
7 |ELPRO sp. 7 0.0. | Krakow | &States and rental of propert o e sooe. " [ full 17 April 3234 - 3234 92.7% 92.7%
p- e on own account, management Elekirolmonta Kral?é')w 2002 70 70
of non-residential real estates S.A. holds 50% shares)
Development and sale of repl indirect subsidiqry
8 | IRYD sp. z 0.0. Warsaw estates on own account (Prochem Inwestycje Sp.|z full 13July 2000 150 150 - 100.0% 100.0%
0.0. holds 100% of shareg)
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ATUTOR Production and sale of : "
9 INTEGRACJA Warsaw computer software, Compmer(Prolcr:]r?elzrrzcltn?/t;:sstldtl:aeryholds full Se %Smber 308 - 308 87.3% 87.3%
CYFROWA Sp. system integration, IT yel p 3% 3%
) 87.3%) 2000
7 0.0. services
subsidiary (Prochem
10 EFZOCHEM RPl | Warsaw | Developers activity Inwestycje Sp. z 0.0. holds full 8 April 1998 513 359 154 100.0% 100.0%
o 3.33% shares)
ElmontPomiary Indirect subsidiary 20April
11 S Krakow Developer’s activity (Elektromonta Krakow full 2004 190 - 190 77.6.0% 77.6%
p.z0.0. S.A. holds 100% shares
PREDOM . . .
12 | PROJEKTOWANIE | Wroctaw | Design services '”d'recdt subsidiary (PKI| — Not S“Féec.t 0| 1 May 2002 53 53 - 81.0% 69.3%
sp. 2 0.0%) Predom Sp. z 0.0.) consolidation

* share in capital and voting right is presented upoompletion of redemption procedgof shares bought-back bilektromonta Krakéw S.A. for 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: . . . . .
yS equity 9 Liabilities and provisions to entity’s Entity’s trade and other receivablas,
Ite Retained earnings, including: liabilities, including: including: ) Total
Own | Revaluatio Total entity’s
m Name of the Company Share shares - revenues
° > n reserve Profit assets
No capital (negative (l0ss) Net Non- Non- from sales
value) profit current current
brought (loss) current current
forward
1 ngfOZCOHEM INWESTYCIE | 7350 3000 - - 4350 - 367| 20828 19678 1150 86| - 86 28178 4036
2 | P.K.LPREDOM Sp. z 0.0. 9 57 600 - 6173| 2753 - -563 3124 1860 1264 1282 - 1282 12 650 5358
3 | PRO-INHUT Sp. z o .0. 101 53 - - 957 - -159 3502 187 3315 1889 - 1889 4502 5287
4 EEOCHEM ZACHOD Sp.z |4 999 1600 - -] 309 - 17 3 - 3 - - - 1912 -
ELEKTROMONTAZ

5 KRAKOW S.A¥) 24783 1208 - 7479| 16 096 - 523 12 963 1480 11483 18434 - 18 434 37 746 41 387
6 E%MONT INWESTYCJE sp- 2 7 g6 8 000 - -] 104 -218 114 14 - 14 - - - 7910 -
7 | ELPRO sp. z 0.0. 430 3290 - 188 830 - 129 203 185 18 2 - 2 4511 215
8 | IRYD Sp. z o.0. -20 150 - - -351 -345 -6 207 - 207 - - - 6 -
9 | ATUTOR Sp. z 0.0. 35 355 - - 4 -140 144 915 - 915 1068 - 1068 1274 1638
10 | PROCHEM RPI Sp. z 0.0. 12 600 - - -473 -466 -5 - - - 0 - 0 129 -
11 | Elmont Pomiary Sp. z 0.0. Company consolidated by Elektromantérakéw S.A. — financial data of the company a@uded in financial statements of Elektromankaakéw S.A.

12 PREDOM PROJEKTOWANIE Not subject to consolidation

Sp. z 0.0.

* share in capital and voting right is presented upoompletion of redemption procedure of shares botiyack by Elektromontg Krakéw S.A. for redemption
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Shares in entities valued using the equity methadad 31 December 2018

Item . .
No. a b c d e f g h i j k
Name of the company and its legg  Registered Type of Consolidation method Date of Value Share in the
form office Scope relationship applied acquisition of|  of Total Carrying| Percentage total number
of the Company’s (subsidiary, control / joint | shares| revaluatio| value of share of votes
activities jointly-controlled, control / at cost n
associated obtaining of a adjustme| of shareg capital held| at the general
company, details significant nts meeting
of direct and influence
indirect
relationship)
. Other electrical Associated . 13Septembe ) o o
1 ITEL Sp. z 0.0. Gdynia installations company The equity method 2005 708 708 42.0% 42.0%
The equity method
(change of the
2 | IRYDION Sp. z 0.0. Warsaw Rental of real estate on ISy i ontrolleq| COMPANY'S StAtUS from 5 4y, chooo0| 4503 - 4503  50.0% 50.0%
own account subsidiary to jointly
controlled company ag
from 3 April 2013)
Shares in entities valued using the equity methedontinuation
Item
No. a b c d e f
Entity’s
Company’s equity, including: Liabilities and provisions to liabilities, includin Entity’s receivables, including: assets
Name of the company
Sales
revenue
Net profit (loss) Non-current Current liabilities Non-current Current Total
liabilities receivables | receivables
1 ITEL Sp. z 0.0. Lack of dat Lack of datg Lack of datg Lack of data. Lack of data Lack of datg Lack of datq Lack of datg Lack of datg Lack of datg
2 IRYDION Sp. z 0.0. 56 22 3245 126 206 121 062 5144 1517 1517 182 428 12 610
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Note No. 6 — Settlement of Deferred Income Tax

- deferred tax assets

Change in deferred tax assets

31 December 2018

31 December 2017

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

financial result (profit or loss) 6073 8890
a) recognized in financial result 6 029 8 825
- provisions to costs 426 409
- write-down of receivables 606 629
- unpaid remuneration under contracts: of mamdatd of specific task 24 14
- deferred income 707 560
- interest on loan 281 299
- provision for retirement benefit 343 351
- provision for holiday benefit 262 248
- tax loss 2540 5110
- write-down of inventories 106 106
- costs of discounted cash flows 28 36
- deferred tax on write-down of financial assets 5 5
- surplus of costs incurred over the margin 226 583
- other, including exchange differences 474 474
b) recognized in equity 44 65
-provision to retirement benefit 44 65
2. Increase 4244 2 045
a) recognized in financial result 4244 2045
- provisions to costs 165 443
- write-down of receivables - 2
- unpaid remuneration under contracts: of mamdatd of specific task 31 24
- deferred income 696 707
- interest on loan 59 60
- provision for retirement benefit 46 31
- provision for holiday benefits 59 144
- unpaid employee benefits 15 2
- tax loss 3134 25
- cost of discounted cash flows 39 -
- surplus of costs incurred over the margin - 607
b) recognized in equity in connection with negativéemporary ) )
differences (due to)
3. Decrease 3141 4 862
a) recognized in financial result 3141 4841
- provisions to costs 451 426
- write-down of receivables 17 25
- unpaid remuneration under contracts: of mamdatd of specific task 24 14
- deferred income 707 560
- interest on loan 20 78
- provision for retirement benefit 23 39
- provision for holiday benefits 41 130
- unpaid employee benefits 7 2
- tax loss 1125 2 595
- cost of discounted cash flows 29 8
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- surplus of costs incurred over the margin 226 964
- other, including exchange differences 471 -

b) recognized in equity in connection with negativéemporary

differences (due to) ) 21
- provision for retirement benefit - 21

4. Total deferred tax assets at the end of the pedgincluding: 1178 6073

a) recognized in financial result 7 132 6 029
- provisions to costs 140 426
- write-down of receivables 589 606
- unpaid remuneration under contracts: of mamdatd of specific task 31 24
- deferred income 696 707
- interest on loan 320 281
- provision for retirement benefit 366 343
- provision for holiday benefits 280 262
- unpaid employee benefits 9 1
- tax loss 4549 2 540
- write-down of inventories 106 106
- costs of discounted cash flows 38 28
- deferred tax on write-down of financial assets 5 5
- surplus of costs incurred over the margin - 226
- other, including exchange differences 3 474

b) recognized in equity in connection with negativéemporary

differences (due to) 44 44
- provision for retirement benefit 44 44

- provision for deferred income tax

Change in provision for deferred income tax

31 December 2018

31 December 2017

1. Provision for deferred income tax as at the beghing of the period,

including: 5577 5rar
a) recognized in financial result 4 086 3789
- interest accrued on loan 607 575

- revaluation of non-current financial assets 136 136

- accrued income from uncompleted service 1551 1696
- revaluation of non-financial investments 841 496
- surplus of the balance sheet depreciation aedepreciation 757 662
- other 194 224
b) recognized in equity 1491 1958
- revaluation of PPE at fair value 1491 1958

2. Increase 4001 2218
?e)nr;c(:)c;ggi/z;?feirr]efri]r;aer;c(ighreetscl)J)It of the period undr positive 3884 2218
- interest accrued on loan 153 179

- accrued income from uncompleted service 3230 1597

- revaluation of non-financial investments 405 345

- surplus of the balance sheet depreciation tavedepreciation 93 95

- other 3 2
b) recognized in equity 117 -
- revaluation of PPE at fair value 117 -
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3. Decrease 2342 2 388
a) recognized in financial result of the period irconnection with
positive temporary differences (due to) 2340 1921
- paid interest on loan 34 147
- accrued income from uncompleted service 1917 1742
- use of revaluation if non-financial investrten 237 -
- other 152 32
b) recognized in equity 2 467
- revaluation of PPE at fair value 2 467
4. Total provision to deferred income tax at the enaf the period
7 236 5577
a) recognized in financial result 5630 4 086
- interest accrued on loan 726 607
- revaluation of non-current financial assets 136 136
- accrued income from uncompleted service 2 864 1551
- revaluation of non-financial investments 1009 841
- surplus of the balance sheet depreciation owedégreciation 850 757
- other 45 194
b) recognized in equity 1606 1491
- revaluation of PPE at fair value 1606 1491

31 December 2018

31 December 2017

Deferred tax assets 7176 6 073
Provision to deferred income tax -7 236 -5 577
Assets/(Provision) under deferred income tax -60 496

Presentation in the statement of financial position

31 December 2018

31 December 2017

Deferred tax assets 2 340 2 953
Provision to deferred income tax -2 400 -2 457
Assets/(Provision) under deferred income tax -60 496

Note No. 7 —Other Non-Current Financial Assets

Other financial assets

31 December 2018

31 December 2017

a) from jointly-controlled entities: 19 090 18 713

- loans granted 19 090 18 713
b) security deposit securing the bank guarantee lin 1332 -
Total non-current financial assets 20 422 18 713

Loans granted — as at 31 December 2018

+ Loans granted to jointly-controlled company Irydi®p. z 0. 0. seated in Warsaw:

- in the amount of PLN 12 314 thousand, includiagrount of the loan PLN 11 000 thousand,
accrued interest PLN 1 314 thousand. The inteetstis set annually according to WIBOR 6M
rate, the repayment date of the loan with intenest set on 22 September 2031;

- in the amount pf PLN 6 776 thousand, includingroant of the loan PLN 6 000 thousand,
accrued interest PLN 776 thousand. The interegt imtset annually at 3% per year, the
repayment date of the loan with interest was sé28eptember 2031;
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Increase:
« Accrued interest on loan granted to jointly-corigdlcompany Irydion Sp. z o. o.
In the amount of PLN 377 thousand,

Loans granted — as at 31 December 2017

+ Loans granted to jointly-controlled company Irydi®p. z 0. 0. seated in Warsaw:
- in the amount of PLN 12 117 thousand, includiagrount of the loan PLN 11 000 thousand,
accrued interest PLN 1 117 thousand. The inteegstis set annually according to WIBOR 6M
rate, the repayment date of the loan with intenest set on 22 September 2031;
- in the amount pf PLN 6 596 thousand, includingroant of the loan PLN 6 000 thousand,
accrued interest PLN 596 thousand. The interegt imtset annually at 3% per year, the

repayment date of the loan with interest was sé28eptember 2031;

Note No. 8- Inventories

Inventories 31 December 2018 31 December 2017
Materials 1597 2092
Semi-finished products and work-in-process 1105 130
Goods 676 -
Total inventories 3378 2222
Write-down of inventories 575 575

Note No. 9 — Trade and Other Receivables

Trade and other receivables

31 December 2018

31 December 2017

Trade receivables 44 752 33960
Write-down of trade receivables 4617 5508
Trade receivables net, including 40135 28 452
- with a repayment period up to 12 months 39 927 27 674
- with a repayment period over 12 months 208 778
Receivables from taxes, subsidies, customs dutiesgcial and health

insurance and other benefits 32 864
Other receivables 1311 3094
Write-down of other receivables 6 396
Other receivables net 1305 2 698
Total receivables 41 472 32014

Trade and other receivables from related entities

31 December 2018

31 December 2017

Trade receivables, including: 1562 6 957
- from jointly-controlled entities and assoekhtentities 1562 6 957
other, including: - 946
- from jointly-controlled entities and assoeidientities - 946
Total trade receivables and other receivables fielated entities, net 1562 7 903
Write-down of receivables from related entities - -
Total trade receivables and other receivables fromalated entities, 1562 7903

gross value
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Change in write-downs of trade and other receivables

31 December 2018

31 December 2017

As at the beginning of the period 5904 5851
a) increase (due to) 298 380
- write-down of receivables 298 380
b) decrease (due to) 1579 327
- payment received 111 60
- the use of write-downs created in previousogs 1467 1
- resolving of write-downs 1 266
Write-downs of current trade receivables and othereceivables at the 4623 5904

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 20b88aanat 31 December 2017, trade receivables
include the security deposits under statutory wayrafor construction and assembly works
respectively in the amount of PLN 5 270 thousandi@®¥ thousand.

Trade receivables with time of repayment remainingrom the balance

31 December 2018 31 December 2017

sheet date :

a) up to 1 month 20 596 13 316
b) above 1 month up to 3 months 9 966 6013
c) above 3months up to 6 months 483 489
d) above 6 months up to 1 year 4508 647
e) above 1 year 3245 3585
f) receivables overdue 5954 9910
Total receivables from supplies and services (gross) 44752 33960
g) write-down of receivables from supplies and/iges 4617 5508

40 135 28 452

Total receivables from supplies and services (net)

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

31 December 2018

31 December 2017

a) up to 1 month 841 4793
b) above 1 month up to 3 months 243 516
c) above 3months up to 6 months 339 219
d) above 6 months up to 1 year 172 273
e) above 1 year 4 359 4109
Total past due receivables from supplies and servisdgross) 5954 9910
f) write-down of past due receivables from suppéied services 4617 5 508
Total past due receivables from supplies and servisgnet) 1337 4 402

Note No. 10 — Other Assets

Other assets by type :

31 December 2018

31 December 2017

a) prepayments 1202 2 466
- cost of property and personal insurance 411 350
- software maintenance costs 582 540
- subscriptions 14 18
- deferred costs 121 1555
- other 74 3
Total other assets 1202 2 466

The item -other prepayments comprises the valuation of contracts for corwdtom services that are

in progress at the balance sheet date.
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Note No. 11 — Share capital

SHARE CAPITAL (THE STRUCTURE
Series / Right to
. . Type of shares | Number of| emission at Method of Registration  dividend
Series / emission| Type of share . coverage
preference shares nominal - date (from the
of capital
value date)
Founding inscribed 3 votes per 1 share 580 580/ Cash 23-07-1991 01-10-1991
Founding inscribed - 6 816 6816 Cash 23-07-1991 01-10-1991
Founding bearer - 1810 104 1810104 Cash 23-07-1991 01-10-1991
B inscribed - 750 750 Cash 29-07-1998 01-01-1993
B bearer - 681 750 681 750 Cash 29-07-19938 01-01-1993
C bearer - 435 000 435000, Cash 20-04-1994 01-01-1994
Total number of
shares 2 935 004
Total share capital 2 935 004
Nominal value of 1 share = PLN 1.00

On September 10, 2018, the company Prochem rec#igedecision of the District Court for the capital
city of Warsaw in Warsaw, 13th Commercial Departtmainthe National Court Register on making the
entry in the National Court Register (KRS).

On August 29, 2018, the Court registered changéset@ompany's Statutes resulting from the resmiati

of the Ordinary General Meeting of June 21, 201& Tsuer informs that in pursuance to the resmiati

of the abovementioned Ordinary General Meetinghef lssuer's Shareholders, the Court registered the
reduction of the Company's share capital from PLB93,000.00 to PLN 2,935,000.00, i.e. by PLN
960,000 by redemption of 960,000 shares with thminal value of PLN 1.00 each, representing 960,00
of votes. The share capital of the Company curyesuthounts to PLN 2,935,000.00 and is divided into
2,935,000 shares with the nominal value of PLN 1e@6h, giving jointly the right to 2,936,160 votes.

Total number of votes from all shares is 2 936 160.
Changing the rights from the issuer’s securities
In accordance with information / notifications reegl from shareholders, the Company informs that

as at the date of this report the following shalédérs hold at least 5% of votes at the general imget
of shareholders:

Number of % of votes in
Name of the shareholder shares held (in Number of total number % of s_hare
votes held capital
pcs) of votes

1. Steven Tappan 965 000 965 000 32.8) 32.88
2. Otwarty Fundusz Emerytalny PZU ,Ztota Jésie 284 900~ 284 900 9.7( 9.71
3. Funds manager by Esaliens TFI including: 168 646** 168 646 5.74 5.75

- Esaliens Parasol FIO 114 114 114 114 3.89 3.89

- Esaliens Akcji Skoncentrowany FIZ
4. Andrzej Karczykowski 201 882*** 201 882 6.88 6.8213

*) according to the number of shares registereXXXIX AGM of Prochem S.A. on 21.06.2018
**) information on the number of shares managedtly by Esaliens TFI - notification dated
February 14, 2019

***) information from January 18, 2018. (274 586 ghares) and information from March 23, 2018
(sale of 72 704 shares).

As of 13 June 2017, the Legg Mason TFI fund charigegame to Esaliens TFI S.A. The names of all
funds managed by the fund have also changed.

In the period from the submission of the annualorefor 2017, the Company has received the
following information about the change in the shatding:
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On June 22, 2018, received from theedt@der Mr. Steven Tappan a notice of a chandleein
share held so far as a result of the purchase ®R28 shares of the company Prochem S.A. entitling
to 176 226 votes at the General Meeting. Before dinienge Mr. Steven Tappan held a total of
723 774 shares of Prochem S.A., which constitu8&88Ps of the share capital and entitled to 723 774
votes, constituting 18.58% of the total number @tieg at the General Meeting of the Company. After
the change Mr. Steven Tappan holds a total of @@0¢$hares of Prohem S.A., which constitute
23.11% of the share capital and entitle to 900 @fi@s constituting 23.10% of total number of votes
at the Company’s General Meeting.

On September 12, 2018 received from Mr. Stevarpda information about the change of
share in equity and voting rights. The change oecuin result of the redemption of 960,000 shares.
After the change, Mr. Steven Tappan exceeded tleslibld of 25% of the total number of votes and
as at the date of publication of the report holds88% of the share capital and 32.87% in the total
number of votes at the General Meeting.

Note No. 12 — Revaluation Reserve

31 December 2018 31 December 2017
As at opening balance sheet 11521 12 019
Foreign exchange translation differences 200 -
Actuarial losses on valuation of provisions for ¢éoype benefits -181 69
Revaluation of non-current assets 310 -570
Other changes -61 3
As at closing balance sheet 11789 11521
Note No. 13 - Retained Earnings

31 December 2018 31 December 2017
Spare capital 49 741 46 290
Other capital reserve 18 688 28 283
Profit (loss) brought forward -1136 -1 575
Profit (loss) of the period 1923 16 828
Total 69 216 89 826

Note No. 14 — Non-current Bank Loans
31 December 201¢ 31 December 2017

- loans 52 141

Information on bank loans

|_Limit of the Amount Repayment

Name of the bank Registered office Terms of interest Collateral
loan engaged date

By Pro-Inhut Sp. z 0. 0.

BGK Bank
Guarantee based
on a portfolio
agreement. A
promissory note if
blank.

WIBOR for 1-month

2 - Dabrowa L
ING BankSlaski S.A. Gornicza 200 52 30 July 202 depo?nlt;rginPLN +
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Note No. 15 — Provisions for Retirement and SimiBenefits

The Group implemented the post-employment benefibgram, which include the retirement and
disability pension gratuity for employees. Provisofor retirement and disability pension gratuity
payments are calculated on an individual basisef@ry employee. The basis for calculating the
provision for employee is the expected amount & lienefit that the Company obliges to pay
according to applicable Regulations of remunerati®atirement and disability pension gratuity is
paid once at the moment of the beginning of retinetror disability pension of the person. Current
value of these obligations is determined by an pedeent actuary. The level of provisions
corresponds with the discounted payments thatheilmade in the future, taking into consideration
the staff turnover, and relate to the period uhtl date ending the reporting year.

Here below are the averaged values of indicatoteraned on the basis of detailed actuarial
assumptions, which were accepted for the calculatfgrovisions as at December 31, 2018

- weighted average rotation ratio: general 8.7122:0% depends on the Company, including for the
traineeship > 3 years 4.89% - 5.54%

- weighted average probability of death: 0.00290@.604873 depends on the Company (based on
tables of the Central Statistical Office GUS RTA017 which were reduced to 40%)

- weighted average probability of total disabiliy:001256 — 0.002136 (tables based on the Social
Insurance Office (ZUS) case law for the years 2012017 multiplicatively increased applying an
indicator of from 150% to 200% depends on the Camgp

- average annual increase in the basis for ben&fid% — 2.0% (depending on the obligations length
and type of benefit)

- fixed interest rate used for discounting depegdin total obligations length in the Company: 3.25%
- 3.75% on the basis of the yields of Polish Treaonds with an adequate maturity, increased by
0.25 percentage point.

For comparison, the average values of indicatoteragned on the basis of actuarial assumptions,
which were accepted for the calculation of prowvisias at 31 December 2017:

- weighted average index of rotation: 14.6%, ingigdor the traineeship > 3 years 5.17%

- weighted average probability of death: 0.003931

- weighted average probability of total disabili®/003129

- average annual increase in the basis for ben&fit8%

- interest rate used for discounting 3.52%

Change in provisions for retirement and disabpénsion gratuity and jubilee gratuity

- In 2018 In 2017
Description
Opening balance for the provisions for benefits 24D 2188
Benefits paid during the period (-) -274 -487
Interest cost 67 68
Current employment costs /current write-downs/ 110 70
Actuarial losses (gains) 264 141
Cost of past employment 0 60
Effects of the sale / merger of the Companies 0 0
Closing balance for provisions for benefits 2 207 2040
Including current provision 445 328
Including non-current provision 1762 1712

Burdens in the period being recognized in profitoss due to benefits:

Description In 2018 In 2017
Current employment cost /current write-down/ -110 -70
Interest cost -67 -68

Actuarial losses (gains) under other non-curremniefits -54 -181
Cost of past employment - -62
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Total gains (losses)

Recognized in other comprehensive income:

Description

Actuarial gains (losses) on post-employment bemefit

Distribution of actuarial gains /losses

Description

Actuarial gains (losses) ‘ex post’

Actuarial gains (losses) from the update of derapiyic
assumptions

Actuarial gains (losses) from the update of firiah
assumptions

Total actuarial gains (losses)

-231 -381

In 2018 In 2017
-210 90

In 2018

-264

Maturity profile of benefits (amounts in PLN thousis, duration in years)

Distribution of

Period Flows -
provisions
2018 453 438
2019 356 325
2020 264 226
2021 159 132
2022 160 119
> 2023 3508 967
Total 4900 2207
PV / duration 3 356 10.85

Sensitivity analysis of provisions for changes a@sib actuarial assumptions

Sensitivity analysis for the Sensitivity analysis for the
interest rate interest rate
Change in Increase in Change Increase in

percentage - 7 <
; provisions in % provisions
points
-1.0% +152 -20% +99
-0.5% -73 -10% +48
0.0% 0 0% 0
0.5% -68 10% -45
1.0% -131 20% -88

Note No. 16- Other Non-current Liabilities

Other non-current liabilities

- capital unpaid
- financial lease agreements

- the security deposits retained
Total non-current liabilities

Sensitivity analysis for
increases in the basis of

benefits

Change in | .

ncrease in
percentage -
boints provisions

-1.0% -145
-0.5% -75
0.0% 0
0.5% 79
1.0% +164

31 December 2018

31 December 2017

50
482
88
620

50
287
45
382
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Note No. 17- Current Bank Loans

- loans

Information on contracted bank loans

31 December 201¢
7077

31 December 2017
2233

’ | .. | The amount of Repayment | Terms of interes
Name of the bank | Registered office Loan limit engagement date Collateral
By Prochem S.A.
Promissory note in
blank, court pledge on
shares of company
6,000 29 November WIBOR for Ele'grzm?;](t)?t}(;aléow
mBank SA Warsaw Creditin 3830 O/N deposits in : b.I" h dg 9 |
overdraft 2019 PLN + margin established on rea
estate owned by
company Elpro Sp. z g.
0. in Krakow
By Elektromonta Krakéw S.A.
WIBOR for 1- ’L
mBank S.A. Warsaw 500 - 28 February month deposits i Mortgage
2019 :
PLN + margin
WIBOR for 1-
: . . 19 November | month deposits
ING BANK Slaski Katowice 2 500 1963 2019 ON in PLN + Mortgage
margin
By Elmont Pomiary Sp. z 0.0.
WIBOR for 1- Promissory note in
Pekao S.A. Warsaw 200 - 31 March 2QI@onth deposits i blani
PLN + margin
By Atutor Integracja Cyfrowa sp. z 0. 0.
Granting the bank of a
power of attorney to
Bank Millenium ! WIBOR 1month | collect and repay from
S.A. Warsaw 150 150 15 April 201 plus margin | the account and block
the funds if the loan is
not repaid on time
By Pro-Inhut sp. z 0.0.
BGK Bank Guarantee
. . WIBOR for 1- h
ING BankSlaski D@brpwa 734 734 17May2019 | month deposits i based on a portfo!lo
S.A. Gornicza PLN + margin agreement. Promissory
9 note in blank
BGK Bank Guarantee
. . WIBOR for 1- h
ING BankSlaski . - .| based on a portfolio
Sosnowiec 400 400 30July2020 month deposits i .
S.A. PLN + margin agreement. Promissory

note in blank

Note No. 18 — Trade Payables

31 December 2018

31 December 2017

a)to associated entities and jointly-controlletites
- from supplies and services, with maturityiqe:

- up to 12 months
b) to other entities

- from supplies and services, with maturityiqpe:

- up to 12 months

- above 12 months
Total trade payables

12

12

12
31614
31614
30929
685
31626

10
10
10
22416
22416
22 416

22 426
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Note No. 19 — Amounts Owed to Recipients under Nomrent Agreements

Description 31 December 2018 31 December 2017

The value of revenues according to contracts 361 967 219 689
The revenues invoiced 219 674 179 418
Liabilities planned under the implementation of taots 338 234 210153
Realized contractual liabilities 216 775 180 945
Amounts due from recipients 13691 8 805
Amounts owed to suppliers 2 863 1913

Note No. 20 — Other Liabilities

31 December 2018

31 December 2017

a) to other entities 4 540 4473
- under taxes, duties, insurance and othegeka 3409 3337
- under remuneration 477 399
- other (by type) 654 737
liabilities to employees 43 51
liabilities to shareholders 17 16
liabilities under lease agreements 338 625
other 256 45
b) other non-current provisions 4418 4 399
- provision for costs booked to the previous yetating to long-term 1550 477
contracts
- provision for costs 885 2143
- cost of audit 67 69
- non-current provision for retirement benefits 445 328
- provision for unused holiday leaves 1471 1382
Total other liabilities 8 958 8872
Liabilities under lease agreements
Future
Future minimum minimum
Current value Interest payments under Current value Interest payments
lease under
lease
In PLN In 2018 In 2018 In 2018 In 2017 In 2017 nR017
thousands
Up to 1 year 305 33 338 591 34 625
From1to5 448 34 482 265 22 287
years
Total 753 67 820 856 56 912

Note No. 21 — Deferred income

31 December 2018

31 December 2017

-advanced payments and prepayments received 77 -
- other 324 324
Deferred income as at the end of the period, includg: 401 324
Non-current liabilities - -
Current liabilities 401 324
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Note No. 22- Revenues from Sale of Services

Revenues from sale of services (type of service atygpe of activity) In 2018 In 2017

- Revenues from sale of services, including: 150 287 111133

- from related entities 13 063 13033
Revenues from sales (territorial structure) In 2018 In 2017
Domestic market 150 149 110 957
- including from related entities 13 063 13 033
exports 138 176

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 2018 is incluiedote No. 31.

Note No. 22 - Revenues from Sale of Goods and Malks

Revenues from sale of goods and materials (by stiuce and type of

activity) In 2018 In 2017
Goods and materials 2 907 873
Revenues from sale of goods and materials (territial structure) In 2018 In 2017
Domestic market 2907 873

Note No. 24 — Cost of Services Sold

Costs by type : In 2018 In 2017
a) amortization and depreciation 2 085 2014
b) consumption of materials and energy 24131 21 668
¢) outsourcing 87 075 56 238
d) taxes and levies 519 817
€) remuneration 32097 29983
f) social security and other benefits 5994 5 756
g) other types of costs (by category) 3 856 4158

- property and personal insurance 891 734

- business trips 1236 1398

- State Fund for Rehabilitation of Disabled Bass(PFRON) 203 214

- car rental 850 926

- other 676 886
Total costs by type 155 757 120 634
Change in inventories, goods and accruals and pnegratg -2 427 241
General and administrative expenses (negative yalue -13 315 -13 328
Cost of services sold 140 015 107 547
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Note No. 25 — Other Operating Income

In 2018 In 2017
a) gain on sale of non-financial non-current assets 172 446
b) reversal of impairment allowance (due to) 128 23
- for receivables 113 23
- other 15 -
c) other, including: 4766 195
- reimbursement of litigation costs 385 11
- received compensation, fines and penalties 407 111
- other revenues disclosure of asset held fer sal 676 -
- writing down of past due liabilities 1871 1
- revaluation income 1396 -
- other 31 72
Pozostate przychody operacyjne, razem 5 066 664
Note No. 26 — Other Operating Expenses
In 2018 In 2017
a) a) loss on disposal of non-financial non-curreisess - 5
b) impairment allowance (for) 298 440
- receivables 298 440
¢) other, including: 1126 297
- litigation costs 929 26
- impairment of PPE 106 -
- paid compensation, fines and penalties 16 53
- the net value of the investment property sold 246 -
- giving up investment 377 -
- other 282 218
Total other operating expenses 1424 742
Note No. 27 — The Result of One-off Events
In 2018 In 2017
Interest received from PERN according to the caudgimnent 25082
Amount adjudged from PERN in accordance with a cjnaigment - 6819
Cost of inventories written off - -1 668
Interest paid and settled with PERN - -2 841
Cost of provisions for future liabilities - -476
Costs related to the court proceedings with PERN - -143
Result of the event - 26 773

The result on one-off events arose as a resulteo€bmpletion and accounting for of a court cagh wi

PERN S.A. described in note 39nformation on significant proceedings pending lbefine Court.

Note No. 28 — Financial income

In 2018 In 2017

a) interest under loans granted 377 379
- from jointly-controlled entities 377 379
b) other interest 60 22
- from other entities 60 22

c) surplus of positive exchange rate differences 39 59
d) other, including: 209 95
- revenues under discounted non-current ligdslit 205 39

- other 4 56
Total financial income 685 555
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Note No. 29 — Finance costs

In 2018 In 2017
a) interest on bank loans 190 438
b) other interest 34 47
- for other entities 34 47
¢) surplus of negative exchange rate differences 4 0
d) other, due to : 696 539
- commission on bank guarantees 266 242
- commission on loans 137 138
- the cost of discounting of assets 206 145
- other costs 87 14
Total finance costs 924 1024
Note No. 30 — Income tax
Deferred income tax disclosed in the statement ofgfit and In 2018 In 2017
loss
- decrease (increase) from arising and revers@mporary differences 399 2754
Total deferred income tax 399 2754
Establishment of the effective tax rate
(in PLN thousands) In 2018 In 2017
Tax rate 19% 19%
Profit for the period 1839 16 976
Income tax 360 3104
Before tax profit 2199 20 080
Income tax at the applicable rate of 19% 418 3815
Tax losses brought forward, which will not be sttl -203 -520
Revenues, not classified as tax revenues 283 -1 292
Costs not constituting tax deductible expenses 8 1039
Tax loss outside the Republic of Poland - 62
Other -146 -
Total income tax disclosed in the statement of prdfand loss 468 3104

Note No. 31 — Additional Disclosures to the Staterhef Cash Flows

Operating activities include basic activity anditawer 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 flowsifiovesting activities. Loans granted and repaid
together with accrued interest are disclosed ih dasvs — investing activities.

Paid interest and commission under borrowings, doand leases are recognized in cash flows -
financing activities. Financial activity includesalreceived and repaid bank loans and borrowings.

Differences between the amounts established djréatin the financial statements and disclosed in

the statement of cash flows, are resulting fromaadfer of individual amounts from operating ad¢yivi
to investing activity and financing activity.
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These relate to the following balance sheet itdmPI(N thousands):

Change in inventories -1 156
Inventories as at 1 January 2222
As at opening balance sheet 2222
Inventories as at 31 December 3378
As at closing balance sheet 3378
Change in current receivables -13 956
Receivables as at 1 January 32014
Amounts due from recipients under contracts 1 Janua 8 415
Other assets as at 1 January 2 466
Receivables under retained security deposits Adahuary 222
Receivables from PPE sold -15
Receivables under income tax -641
Closing balance sheet after adjustments 42 461
Receivables as at 31 December 41 472
Amounts due from recipients under agreements 3% Btecember 13691
Other assets as at 31 December 1202
Receivables under retained security deposits 3% Becember 63
Receivables from PPE sold -11
Closing balance sheet after adjustments 56 417
Change in current liabilities except for current barowings and special funds 7728
Trade payables as at 1 January 22 426
Other liabilities as at 1 January 8872
Amounts due to suppliers under contracts adjustaeat 1 January 1913
Liabilities under retained security deposits a% ahnuary 4592
Provisions to current retirement benefits -323
Provisions to annual leaves -1 382
Provision to audit -71
Provision to current other costs 477
Liabilities under lease -276
Liabilities to shareholders -16
Opening balance sheet after adjustments 35 258
Trade payables as at 31 December 31626
Amounts owed to recipients under contracts as &&¥ember 2 863
Other liabilities as at 31 December 8 958
Liabilities under retained security deposits a8laDecember 3 569
Provisions to current retirement benefits -445
Provisions to annual leaves -1471
Provision to audit -67
Investment liabilities -1 550
Liabilities under lease -480
Liabilities to shareholders -17
Closing balance sheet after adjustments 42 986
In 2018 In 2017

Change in other adjustments as at 31 December -662 -208
Change in deferred income - advances received -1271 496
Change in deferred income under amounts owed torttering parties under i 644
long-term contracts

Other 609 -60
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Note No. 32— 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 a separate financial imfation is available.

Revenues of the segment are revenues from sakteianal customers.
Costs of the segment are the expenses composedtsfrelating to the sale to external customers.
Segment result is determined on the level of opeyancome.

The activities of the companies from Capital Graungl the Issuer, for the managing purposes were
divided into the eleven basic operational sectarshsas: execution (general contracting), design
services and other engineering services (supendsaong with the project engineer service), the
lease of the construction equipment, assembly ettetal installations, lease of office space,
commercial activity and other activity.

Segment assets include all assets used by a segrasisting 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 ¢imeests based on reasonable weights.

In 2018 revenues from activities achieved by theuds outside Polish borders (exports) and
recognized in the consolidated statement of panid loss amounted to PLN 138 thousand, which
constitutes 0.1% of sales revenue. In the analogmr#d of the previous year such revenues
amounted to PLN 176 thousand, which representéd 0fZales revenue.

Information on major customers of the Issuer, whibhre in the sales revenue was recognized in the
consolidated statement of profit and loss for 262&eded 10% of the total sales revenue:

Information on major customers, which share indakes revenue for 2018 exceeded 10% of the total
revenues from sale:

e A customer who deals in the production of chemieall materials — sales revenue PLN
52,616 thousand, which represents 34.3 % of salesue, which was shown in the segment
"General contracting" and "Design services andrathgineering services".

e Irydion Sp. z o. o. jointly-controlled company —veaues in the amount of PLN 13 063
thousand, which represents 8.5% of sales reverhiehwere shown in the segment "General
contracting" and "Design services and other engingeservices”.

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

Information about the geographical areas

Geographical breakdown of sale revenues was pegs@naiccordance with country of the seat of the
ordering party.

e In 2018 In 2017
Poland 150 149 111 83(
Other countries 138 176
22 150 287 112 006
Geographical breakdown of non-current assets
| | Note | In 2018 | In 2017 |
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No.

Poland

35019

34 035

Other countries

1, 2 and

35019

34 035
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Current data

Design
In 2018 Ge”er‘f"' ai%ngtcr?:r cgirt]rtt?lct(i)(f)n . Electri(_:al R_ental of Maintenance Comm‘?m‘a' Other . Other Item_s not Total
contracting : : . installations  office space activity services assigned
engineering  equipment
services
Revenue 1o customers 75837 27 347 2130 37617 4899 - 2907 786 1671 - 153 194
Total segment revenue 75837 27 347 2130 37617 4899 - 2907 786 1671 - 153 194
Result
Profit (loss) of the segmer 2 19¢ -5 95¢ 243 24 463 - 21z 71 -86 - -2 825
Financial income - - - - - - - - 685 685
Finance costs - - - - - - - - - -924 -924
Net financial activities - - - - - - - - -239 -23¢
Profit sharing in entities valued
under the equity method - - - - - - - - - 1623 1623
Los_s_c_)n otheroperating 3642 3642
activities - - - - - - - - -
Before tax profit - - - - - - - - - 2199 2 19¢
Income tax - - - - - - - - - 360 36C
Profit for the current period - - - - - - - - - 1839 183¢
Loss assigned to nc-
controlling interest - - - - - - - - - 84 -84
Profit for the period assigned
to shareholders of parent 1923 1923
entity - - - - - - - - -
Segment assets (related to
activity) 27 289 6187 570 10681 14102 - 783 998 237 - 60 847
Assets unallocated (among
others shares and other
financial assets) - - - - - - - - - 88931 88 582
Total asset: 27 28¢ 6 18 57C 10 68: 14 10: - 788 99¢ 237 88 93: 149 77¢
Liabilities of the segment
(related to activity) 2 846 952 1134 7511 723 - - 521 898 44783 59 368
Equity of the owners of the 83 940 83 940
parent entity
Non-controlling interest 6470 6470
Total liabilities and equity 2 846 952 1134 7511 723 - - 521 898 135193 149 778
Depreciation of property, plant
and equipment 116 111 93 599 712 - - 65 238 - 1934
Amortisation of intangible
assets - 9 - 19 4 - - 3 116 - 151
Write-down of segment assets - -279 -3 061 -1 106 -145 - - - -26 - -4 617
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Comparative data

Design
In 2017 Ge”er‘f"' ai%ngtcr?:r cgirt]rtt?lct(i)(f)n . Electri(_;al R_ental of Maintenance Comm‘?m‘ﬁ" Other . Other Item_s not
contracting : : . installations  office space activity services assigned
engineering equipment
services
Revenue to customers 33255 30277 2515 38164 4487 710 873 421 1304 - 112 006
Total segmentrevenuet 33255 30277 2515 38164 4487 710 873 421 1304 - 112 006
Result
Profit (loss) of the segmer -118¢ -9 32i 384 203 497 -3€ 13t -14C -13¢ - -9 607
Financial income - - - - - - - - 555 555
Finance costs - - - - - - - - - -1 024 -1 024
Net financial activities - - - - - - - - -469 -46¢
Profit sharing in entities valued
under the equity method - - - - - - - - - 3641 3641
Loss on other operating 26 695 26 695
activities - - - - - - - - -
Before tax profit - - - - - - - - - 20080 20 08(
Income tax - - - - - - - - - 3104 310«
Profit for the current period - - - - - - - - - 16 976 16 97¢
Loss assigned to nc-
controlling interest - - - - - - - - - 148 148
Profit for the period assigned
to shareholders of parent 16 828 16 828
entity - - - - - - - - -
Segment assets (related to
activity) 12 652 11319 699 5447 17 063 379 1175 - 154 - 48 888
Assets unallocated (among
others shares and other
financial assets) - - - - - - - - - 107 936 107 936
Total asset 12 65: 11 31¢ 69¢ 5441 17 06! 37¢ 117¢ - 154 107 93t 156 82
Liabilities of the segment
(related to activity) 2 4497 332 6771 2924 37 582 2 811 29138 45 096
Equity of the owners of the 105 204 105 204
parent entity
Non-controlling interest 6 524 6524
Total liabilities and equity 2 4497 332 6771 2924 37 582 2 811 140 866 156 824
Depreciation of property, plant
and equipment 100 77 91 489 699 63 - 45 270 - 1834
Amortisation of intangible
assets - 18 - 17 7 - - - 138 - 180
Write-down of segment assets -344 -422 -3092 -1107 -289 - - - -254 - -5 508



Note No. 33 — Profit Per One Share

Net loss per 1 share remaining in trading as arua-sheet day 31 December 2018 amounts to PLN
0.79 and in 2017 PLN 4.32.

Note No. 34 - Profit Distribution and Loss Coverage

The Issuer's net profit for 2017 in the amountloNFL2 684 166.55 according to Resolution No. 15 of
the Ordinary General Meeting of Shareholders ot 2018, was allocated to reserve capital.

Proposed distribution of net profit for 2018

The Management Board of Prochem S.A. proposesldoas¢ net profit for 2018 in the amount of
PLN 1 088 573.12 to reserve capital.

Note No. 35 - Dividends

The Issuer did not pay dividend for 2017.

Note No. 36 -Financial Instruments and Financial Risk Management
36.1 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\loc:e 31 December 2018 31 December 2017
Trade receivables 9 40 198 28674
Cash 3250 28 815
Loans granted 7,10 19 090 18 713
Other financial assets — non-current security 7

; 1332 -
deposit
Total 63 870 76 202

Financial liabilities

31 December 2018 Categories of financial instruments

Financial liabilities Liabilities excluded

(in PLN thousands) measure(i:;tamortized from IAS 39 Total
Classes of financial instruments I\ll\lo;e
Loans 18,15 7129 - 7129
Finance lease 17,20 - 820 820
Trade payables 19 35195 - 35195
Total 42 324 820 43 144
31 December 2017 Categories of financial instruments

Financial liabilities o
- - Liabilities excluded
(in PLN thousands) measureci é\;tamortlzed from IAS 39 Total
Classes of financial instruments I\II\IO(:G
Loans 18,15 2374 - 2374
Finance lease 17,20 - 912 912
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Trade payables 19 27 018 - 27018

Total 29 392 912 30 304

Impairment allowances of financial assets by classef financial instruments

(in PLN thousands As at

31 December 201¢ 31 December 2017
Trade receivables 4617 5508
Total 4617 5508

Impairment allowances of financial assets are prtesein Note 9.

Fair value of financial instruments

31 December 2018 31 December 2017
(in PLN thousands) Hgta Fair value Book value Fair value Book value
Financial assets
Trdade receivables 9 40 198 40 198 28 674 28 674
Cash 3250 3250 28 815 28 815
Loans granted 7,10 19 090 19 090 18 713 18 713
Other_flnanual_assets — non-current 7 1332 1332 ) )
security deposit
Total 63 870 63 870 76 202 76 202
Financial liabilities
Loans 15,18 7129 7 129 2374 2374
Finance lease 17,20 820 820 912 912
Trade payables 19 35195 35195 27018 27018
Total 43 144 43 144 30 304 30 304

The fair value of financial instruments approxingate the carrying amount due to their short-term
nature and the floating interest rate.

Operating lease

The Group is a party to the lease agreement afeofipace and a lease agreement of real estate.
These agreements have been classified as opeledisg

Agreement on the lease of office space for the gotedl business activity includes also additional
fees for additional services that are settled @ngear. According to the agreement a rent is stibgec
valorisation once a year according to a Harmonlnddx of Growth of Consumer Goods Price in the
European Union (index), which is published two nharyprior to the date of indexation.

Part of leased office space is a subject of sgbleBhe lease agreement for office space and asele
agreements will expire in 2023.

Lease agreement of real estate expires in Augut. 28rea of the property is rented for the offices,
within business conducted, on the basis of reagatements. According to the agreements a rent is
subject to valorisation once a year according iaamonized Index of Growth of Consumer Goods
Price in the European Union (index), which is psitid two months before the date of indexation or
other ratio. Rental agreements include also addititees for additional services that are settlecko

a year or two months after the end of the quarter.

The lease agreements are mostly concluded for & yeatil 2019) and for an indefinite period of
time.

On April 1, 2016, the Group entered into an agre#ra lease of resort located in i lenunicipality
Osie. The contract was concluded for a definitéoplenntil December 31, 2020.

Revenues under the rental increase the social fmraf17 amounted to PLN 10 thousand.

Other revenues from the reimbursement of fees iaduny the lessor are included in the consolidated
income statement as rental income and expenseianttount PLN 15.0 thousand, and in 2017 17.7
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thousand. On November 21, 2018, pursuant to tharyatct Repetytorium A No. 5893/2018, the
Issuer sold the investment real estate.

In 2018 in the consolidated profit and loss accavexs recognized an amount of PLN 4 445 thousand
as the cost of fees resulting from the lease ageaenf office space, and from the lease agreenfent o
real estate, and in 2017 this amount was PLN 4tlé@7sand.

Revenue from sublease is recognized in operaticame.

Over the year 2018 in the consolidated statemeptadit and loss was recognized an amount of PLN
4 808 thousand as revenue from lease and sublrase) 2017 this amount was PLN 5 010 thousand.

From 18 January 2011, the Group is a party to aseagent of rental of passenger cars concluded
with Toyota Leasing Polska sp. z 0. o.

As at 31 December 2018, 47 company cars were abbgréease agreements.

Over the year 2018 in the consolidated profit a®s$ laccount was recognized an amount of PLN 830
thousand as a cost under rental of cars, and ii QN 889 thousand.

The minimum payments under non-cancellable opeydgiases are as follows:

Operating lease agreement in which the Group iscadee

In PLN thousands In 2018 In 2017
Upto 1 year 5448 4 862
1-5 years 16 968 19 021
More than 5 12 319 13793
years

Operating lease agreement in which the Group issador

In PLN thousands In 2018 In 2017
Upto 1 year 777 4 345
1-5 years 3142 17 947
More than 5 58 2 654
years

36.2. Financial Risk Management

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

« liquidity risk;

« market risk (including currency risk, interest resk).

Credit risk

The Group, while conducting commercial activitisslls services for business entities with a deferre
payment date, as a result of which a risk of notireng receivables from contractors for services
provided may arise. In order to mitigate credikrithe Group manages risk through the applicable
procedure of obtaining collateral.

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 tanesl.

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

In order to alleviate the risk of not recovering tieceivables from deliveries and services, thaisro
accepts a collateral from its customers in the fofimamong other: bank and insurance guarantees,
mortgages, promissory notes, as well as securjipsits.
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For the improvement of the current liquidity, andorder to release the receivables, which weregbein
retained by investors for a proper security for ithplemented contracts, and statutory warranty for
construction work and assembly work, the Group tgréank guarantees and the insurance guarantees
within guarantee lines, which were launched wiik gurpose.

Credit risk associated with cash and bank depiss@isnsidered by the Group to be low.

All entities in which the Group deposits its fre@matary resources operate in the financial sector.
These include domestic banks and branches of tleggfobanks of a credit credibility short-term of
adequate quality.

The risk of impaired financial assets is refledgtetmpairment allowances of their value.

Liquidity risk

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

As at 31 December 2018 and as at 31 December 2@lihdex of ratio of current assets to current
liabilities (current liquidity ratio) was respeatily 1.24 i 1.84.

Detailed information regarding loans is disclosed\otes No. 14 and 17.

Analysis of maturity of the liabilities in Notesoim 15 to 21.

Currency exchange rate risk

Part of contracts of sale of services is concludigd foreign companies in foreign currencies (EURO,
USD and BYR). In case of a significant strengthgrohthe domestic currency it may adversely affect
the performance of the Group. Partly, this risknifigated in the natural way through the purchése o
equipment and services necessary for the accommishof these contracts abroad, as well as through
the purchase of relevant financial instruments.

Exposure to currency risk as at 31 December 2017

Other in Total after

(in PLN thousands) EUR usb NOK PLN translation into PLN

Financial assets

Receivables from supplies and services 50 - - - 215

Amounts due from recipients under agreements 2 306 - - - 9916

Cash 230 57 88 6 1247

Total 2 586 57 88 6 11 378
Financial liabilities

Trade payables 1091 50 - - 4879

Total 1091 50 - - 4879

Exposure to currency risk as at 31 December 2017
BY Total after

(in PLN thousand) EUR UsD NOK translation into
PLN

Financial assets

Receivables from supplies and services 30 - - - 126
Cash 2 1 88 6 55
Total 546 1 88 6 181
Financial liabilities

Trade payables 403 80 - - 1959
Total 403 80 - - 1959
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Analysis of sensitivity to currency risk as at Bkcember 2018

Drop in
- Increase in Total impact on the Total impact on
(in PLN thousands) exchange rate before tax profit exchange before tax profit
rate
EUR/PLN 15% 964 15% -964
USD/PLN 15% 32 15% -32
NOK/PLN 15% 6 15% -6
Total impact 1002 -1 002
Analysis of sensitivity to currency risk as at 8kcember 2017
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% -232 15% 232
USD/PLN 15% 1 15% -1
NOK/PLN 15% 6 15% -6
Total impact -225 225

Exposure to currency risk of revenues and expendasng the reporting period

Revenues in foreign currency, achieved in the ogrén the years 2018 and 2017 were as follows:

Average exchange rate Average exchange
currency revenues for sales EXpenses rate for purchases
(in PLN thousands) 2018 2017 2018 2017 2018 2017 2018 2017
EUR 360 42 4.2810 4.2294 1319 932 42713 4.2466
usD 1805 - 3.7324 3.9295 721 9 3.6805 3.9862

Analysis of the impact of potential change in tteue of financial instruments as at 31 December
2018, on the gross financial result in connectioith vihypothetical change in foreign currency
exchange rates compared to the Polish Zloty/funatiourrency.

The above fluctuations were calculated based otoridal volatility of particular currencies and
forecasts.

The main foreign currency in the reporting pericasviE URO.

Hypothetically assuming, in case of depreciatiopfapiation of Polish Zloty by 1% in relation to
EURO, then revenues in 2018 would increase or dserby PLN 15 thousand and in 2017 by PLN 2
thousand, which would affect the before tax profitjle the costs would increase or decrease in 2018
by PLN 56 thousand, and in 2017 by PLN 40 thousand.

The above fluctuations were calculated based otorigal volatility of particular currencies and
forecasts.

Sensitivity of financial instruments for currendgk was calculated as the difference between the
initial book value of financial instruments and jstential book value, assuming increase/decrefase o
exchange rates.

For other currencies, the sensitivity of finanangtruments is unessential.
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Interest rate risk

The Group is exposed to the risk of volatility @fsb flows under interest rate resulting from bank
loans based on floating interest rate WIBOR ON (pight) and loans granted based on floating rate
WIBOR 6M, and bill of exchange rediscount rate. Bmup did not take into account the decline in
interest rates in its analysis.

Analysis of financial instruments with floating irgrest rate

WIBOR Fixed rate of interest
. 31 December 31 December 31 December 31
(in PLN thousand) 2018 2017 2018 December 2017
Financial assets
Loans granted 11988 11988 6 775 6 726
Financial liabilities
Loan 2374 2374 - -

Analysis of cash flow sensitivity of financial ingtments with floating interest rate on profit befer tax

Fluctuations assumed impact (in PLN thousands)
. 31 December 31 December 31 December 31 December
(in PLN thousands) 2018 2017 2018 2017
Financial assets
WIBOR +50 base point  +50 base point 62 94
Financial liabilities
Loan +50 base point  +50 base point (36) (12)

Note No. 37 — Related Party Transactions

Related entities include entities controlled andtjp — controlled entities, as well as those on which
the Issuer has an influence and members of key geamant staff of the Issuer.

Key management personnel include Members of thepaogis Management Board and Members of
the Company's Supervisory Board.

In 2018, key management personnel and personeddiatkey management personnel, in addition to
remuneration did not conclude other transactiorth the Issuer and the companies from the Capital
Group.

Remuneration paid in 2018 in the Issuer’s enteepio the Members of Management Board:

1. Jarostaw S$pniewski PLN 576 thousand
2. Marek Kiersznicki PLN 483 thousand
3. Krzysztof Marczak PLN 458 thousand

Remuneration paid in 2018 in the Issuer’s entegposthe Members of the Supervisory Board:

1. Marek Garlaski PLN 76 thousand,
2. Andrzej Karczykowski PLN 60 thousand,
3. Krzysztof Obtgj PLN 60 thousand
4. Marcin Pedzinski PLN 60 thousand
5. Karol Zbikowski PLN 60 thousand

The remuneration on account of serving on the Mamamt Boards and the Supervisory Boards of
companies belonging to the Capital Group paid tonklers of the Management Board in 2018 have
received the following persons:
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1. Jarostaw $pniewski PLN 76 thousand
2. Marek Kiersznicki PLN 86 thousand
3. Krzysztof Marczak PLN 126 thousand

Transactions with affiliated entities, as belowyeveoncluded on market conditions and relate te sal
and purchase of services, among othes construction and assembly services, and resatalices,
as well as loans mutually granted.

Guarantees and sureties granted to related erditiegresented in noBs.

Reporting period
(in PLN thousands)
from 1 January 2018 to 31 December 2018

- Purchase of Financial income —
Sale of services services interest on loans
Jointly-controlled entities and associated 13 063 3404 377

entities

The sale of services in its entirety relate to nexs from the jointly- controlled company Irydion Sp.
Z 0. 0. in Warsaw, for the benefit of which is implented investment task under the name of "Astrum
Business Park” in Warsaw, and costs of purchasemwices- relate to fees for rental of office.

As at 31 December 2017

Trade and other Receivables under loans

receivables granted Trade payables

Jointly-controlled entities and associated

- 1562 19090 12
entities

Comparative period
(in PLN thousands)

from 1 January 2017 to 31 December 2017

. Purchase of Financial income —
Sale of services services interest on loans
Jomﬂy-controlled entities and associated 13 033 3878 379
entities
As at 31 December 2017
. Receivables under
Trade receivables loans granted Trade payables
Jointly-controlled entities and associated entities 7 903 18 713 10

Revenues from the sale of services to jointly-calgd entities and associated entities in its etir
relate to revenues from the jointly controlled camy Irydion Sp. z 0. 0. in Warsaw, for the benefit
which is implemented investment task under the naitfidstrum Business Park” in Warsaw.

In 2018 the costs relate to the rental of officacep

Note No. 38- Contingent Liabilities and ContingeAssets and Other Collateral
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Contingent Liabilities

Contingent liabilities include bank guarantee ajand performance, guarantee of reimbursement of
advance payment, guarantee of payment, tender rgearaand promissory note securing good
performance of a contract, which as at the balaheet date are amounting to:

31 December 201¢ 31 December 2017

Collateral granted

Bank guarantee of the good performance 14 192 11 475
Guarantee of reimbursement of advance payment Q140 1177
Guarantee of payment 0
Tender guarantee 250
Total collateral granted 14192 12 652

Contingent liabilities
surety concerning bills of exchange issued by slidnsi Pro-

Inhut Sp. z 0. 0. seated ingllrowa Gérnicza for the benefit of 247 247
an investor to secure the claims concerning goofbpeance
Total collateral granted and contingent liabilities 14 439 12 899

Contingent assets
Contingent assets of the Group are bank guaraofedse good performance, which as at balance-
sheet day amount to:

Collateral received

31 December 2018 31 December 2017
Bank guarantee of the good performance 16 865 3 866
Bill-of-exchange guarantees securing the termsettntract 450 -
Total contingent assets 17 315 3 866

Note No. 39 - Information on Significant Proceedisd®ending before the Court

On 22 October 2018 the Management Board of PROCKEM received from their proxy a copy of
the decision of the Supreme Court refusing to fakeconsideration a cassation complaint lodged by
the Public Prosecutor’s Office of the Republic ofdhd on behalf of PERN S.A. from the verdict of
the Court of Appeal in Warsaw, 1st Civil DepartmehOctober 30, 2017.

Note No. 40- Events after Reporting Date

Did not occur.

Note No. 41 - Other Explanatory Information to tHeinancial Statements

Statement of changes in the shareholding of theuisss shares or rights to them (options) by the
Management Board and the Supervisory Board, in amtance with the Issuer’s knowledge

As at the date of preparation of the hereby fir@nstatements, the following members of the
Management Board and Supervisory Board of the cagnpald shares of Prochem S.A.

- Jarostaw Spniewski — 68,383 units;

- Marek Kiersznicki — 59,474 units;

- Krzysztof Marczak — 36,908 units;

- Marek Garliski — 73,996 units;

- Andrzej Karczykowski — 201,882 units;

The nominal value of 1 share is PLN 1.

Note No. 41- Approval of the Financial Statements
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Consolidated financial statements of the Prochein Gapital Group for the year 2018 were approved
for issue by the Management Board of the Parentgamyon 26 April 2019.

Signatures of the Members of the Management Board

26 April 2019 Jarostaw iniewski President of the Management Board....................

date first name anchame position signature
26 April 2019 Marek Kiersznicki Viced3ident
of the Management Board  ........cccccvvvvinnnns
date first name and sarea position sigua
26 April 2019 Krzysztof Marczak ViceeRident
of the Management Board —  ........cccoeeeiieeeee.
date first name and surname position signature

Signature of the person responsible for bookkeeping

26 April 2019 Barbara Audgoinska-Sawicka Chief Accountant ...,

date first name anchamme position sigpa
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