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Consolidated financial statements of the PROCHEMASCapital Group

as at and for the period ended 31 December 2019

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

Note 31 December 31 December
No. 2019 2018
Assets
Non-current assets
Property, plant and equipment 1 17 832 22 847
Intangible assets 2 130 182
Investment property 3 8 310 11990
Right-of-use assets 4 26 909 -
Shares 5 830 830
Shares in entities valued using the equigyhod 6 31 499 28 111
Deferred tax assets 7 1083 2 340
Receivables from seized security deposits 1 1 63
Other financial assets 8 26 884 20 422
Total non-current assets 113 488 86 785
Current assets
Inventories 9 4 158 3378
Trade and other receivables 10 77 980 41 472
Amounts due from recipients under agreements 20 22 851 13 691
Other financial assets 11 1401 -
Other assets 12 943 1202
Cash and cash equivalents 34 781 3250
Total current assets 142 114 62 993
Assets classified as for sale 3773
Total assets 259 375 149 778
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Consolidated statement of financial position

(all amounts in PLN thousands if not stated otheewi

. . Sy Note 31 December 31 December
Equity and liabilities No. 2019 2018
Equity

Share capital 13 2935 2935
Revaluation reserve 14 6 928 11789
Retained earnings 15 81 953 69 216
Parent’s entity equity 91 816 83 940
Non-controlling interest 6 797 6 470
Total equity 98 613 90 410
Non-current liabilities
Non-current bank loans - 52
Provision for deferred income tax 7 2 333 2400
Provision for retirement and similar benefits 16 1862 1763
depl(;lsoi?s-current liabilities under seized security 5790 3569
Amounts owed to recipients under agreements 20 11 643 -
Non-current liabilities under lease 23 750 482
Other non-current liabilities 17 139 138
Total non-current liabilities 45517 8 404
Current liabilities
Current bank loans 18 1786 7077
Trade payables 19 69 161 31626
Amounts owed to recipients under agreements 20 30 995 2 863
Liabilities under current income tax 15 39
Current liabilities under lease 4 466 338
Other liabilities 21 8 538 8 620
Deferred income 22 324 401
Total current liabilities 115 245 50 964
Total liabilities 160 762 59 368
Total equity and liabilities 259 375 149 778
gg?:ntvglr?t(iety equity assigned to owners of the 91 816 83 940
\é\éil)ghted average number of ordinary shares (in 2 935 000 2 935 000
Book value per one share (in PLN) — assigned to 3128 28.60

owners of the Parent Entity
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Consolidated profit and loss account
(all amounts in PLN thousands if not stated otheevi

Note

no. In 2019 In 2018
Revenues from sale, including : 323 023 153 194
Revenues from sale of services 23 319 203 150 287
Revenues from sale of goods and services 24 3820 2 907
Cost of sales, including : -304 640 -142 706
Cost of services sold 25 -301 385 -140 015
Cost of merchandise and raw materials -3 255 -2 691
Gross profit on sales 18 383 10 488
General and administrative expenses 25 -12 737 -13 315
Other operating income 26 2 094 5 066
Other operating expenses 27 -1 281 -1 424
Profit (loss) from operating activity
6 459 815
including discontinued operations 85 -
Financial income 28 1843 685
Profit from the sale of all or part of the subaigis shares 88 R
Finance expenses 29 -2 077 -924
Profit sharing in associated entities 3388 1623
including discontinued operations 3388 -
Before tax profit 9701 2 199
Income tax expense : 30 1658 360
- current tax 257 69
- deferred tax 1401 201
Profit for the period 8 043 1839
Profit for the period assigned to :
Shareholders of the Parent Entity 7 866 1923
Non-controlling interest 177 -84
Weighted average number of ordinary shares (in pcs) 2935 000 2935 000
Profit (loss) per one ordinary share (in PLN pee share) assigned to
owners of the Parent Entity 2.68 0.66
Consolidated statement of comprehensive income
In 2019 In 2018
Profit for the period 8 043 1839
Other comprehensive income net -48 371
Other comprehensive income that will be reclassiftedprofit or loss ) )
under certain conditions:
Other comprehensive income that will not be recldigsl to profit or loss: -48 371
Revaluation of non-current assets 8 703
Actuarial gains (losses) on valuation of provisiémsemployee benefits -56 -220
Income tax on other comprehensive income . 112
Total comprehensive income 7 995 2201
Total comprehensive income assigned to :
Shareholders of the Parent Entity 7 818 2289
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Non-controlling interest 177 -79
Weighted average number of ordinary shares (in pcs) 2935 000 2935 000

Total comprehensive income per ordinary share [(iN Per one share)
assigned to owners of the Parent Entity 2.66 0.78

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

Equity assigned ¢ i assigned to

Share Revaluatio Retained to shareholders non-controllin Total
capital nreserve earnings  of the parent interest 9 equity
entity
In 2019
As at the beginning of the period after
bringing the data to comparability 2935 11789 69 216 83 940 6 470 90 410
Net profit (loss) of the given period - - 7 866 7 866 177 8043
Other comprehensive income (net) - -48 -48 - -48
Total comprehensive income - -48 7 866 7 818 177 7 995
Sale of shares in subsidiary ATUTOR IC - - -79 -79 133 54
Sale of real estate in subsidiary
Elektromonta Krakéw S.A. ) -4 813 4950 137 17 154
Other changes - - - - - -
As at the end of the period 2935 6928 81953 91 816 6797 98613
Equity assigned . .
Share  Revaluatio Retained to shareholders Eﬂgg}'gﬁ;gnﬁd © Total
capital nreserve  earnings of the parent interest 9 equity
entity
In 2018
As at the beginning of the period 3895 11 521 89 826 105 242 6524 111766
?Setrospectlve implementation of IFRS . ) 349 349 ) 349
As at the beginning of the period after
bringing the data to comparability 3895 11521 90 175 105 591 6524 112115
Net profit (loss) of the given period - - 1923 1923 -84 1839
Other comprehensive income (net) - 294 - 294 68 362
Total comprehensive income - 294 1923 2217 -16 2201
Own shares bought for redemption -960 - -23 040 -24 000 - -24 000
Dividend paid - - - - -100 -100
Other changes - -26 158 132 62 194
As at the end of the period 2935 11789 69216 83940 6470 90410
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Consolidated statement of cash flows
(all amounts in PLN thousands if not stated othezwis

In 2019 In 2018
Cash flows — operating activities
Before tax profit 9 701 2 199
Total adjustments 26 529 -7 147
Share in net profits of associates -3 388 -1 623
Amortization and depreciation 5 655 2 085
Interest and profit sharing (dividends) 1034 156
(Profit) loss on disposal of property, gland equipment -1 545 -115
Loss on investment -131 -036
Change in provisions a7 1332
Change in inventories -780 -1 156
Change in receivables and other assets -45 388 -13 956
Change in current liabilities, except foare and borrowings
79 442 7728
Other adjustments (including changes inmeteincome) -8 417 -662
Cash provided by (used in) operating activities 36 230 -4 948
Income tax paid 281 -354
Net cash provided by (used in) operating activities 35 949 -4 594
Cash flow — investing activities
Inflows 7 279 26
Disposal of intangible assets and propergnipand equipment 62 26
Investment in real estate 5 950 -
Inflows from financial assets 1267 -
- in related entities 1267 -
disposal of financial assets (shares) 220 -
Repayment of loan with interest 1047 -
Outflows -1 482 -1 156
Acquisition of intangible assets and propeptgnt and equipment -1 482 -1 156
Net cash provided by (used in) investing activities
5797 -1 130
Cash flow — financing activities
Inflows 63 4 809
Bank loan - 4766
Other financial proceeds 63 43
Outflows -10 278 -24 650
Other than payments to shareholders, expansder profit distribution - -24 100
Repayment of bank loans -5 350 -
Commission and interest paid -329 -346
Payment of liabilities under finance lease -428 -204
Payment of liabilities under operating leHIRS 16 4171 -
Net cash provided by (used in) financing activities -10 215 -19 841
Total cash flows, net 31531 -25 565
Increase/(decrease) in net cash and cash equivalent 31531 -25 565
Cash and cash equivalents at the beginning of theepod 3250 28 815
Cash and cash equivalents at the end of the period 34 781 3254
Including restricted cash 1072 4
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Notes on adopted accounting principles (policy) andther explanatory notes to financial
statements

1. Establishment of the Parent Entity and principal adivity

Company Prochem S.A. (hereinafter called ,Proche@tmpany”, ,Issuer”) seated in Warsaw, 95
Lopuszaska Street. The Company is registered in the Naki@ourt Register (KRS) by the District
Court for the Capital City Warsaw, XIII CommerciBlepartment of the National Court Register,
under KRS number 0000019753. Principal activityoadmg to Polish Business Classification (PKD
2007) determines symbol 7112Z- engineering aatisitind related technical consulting. According to
Warsaw Stock Exchange classification the companipnigs to construction sector. Company
Prochem S.A. is a Parent Company of the Capitalu@rand prepares consolidated financial
statements. Prochem S.A. was established throagisformation of a state-owned enterprise under
the name of Przeddiiorstwo Projektowania i Realizacji Inwestycji Pmaestu Chemicznego
,Prochem”. The notarial deed and statutes wereesigm 1991. Duration of the Company is unlimited.

2. The Management Board and Supervisory authoritiesof the Issuer

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

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

Composition of the Supervisory Board of Prochem S.A

As at the date of preparation hereby of finandatesnents the Supervisory Board comprises of the
following persons:

« Marek Garliiski Chairman of the Supervisory Board

« Karol Zbikowski Vice Chairman of the Supervisory Board
» Andrzej Karczykowski

«  Krzysztof Obltoj

« Marcin Rdzinski

3. Employment

Average employment in 2019 was 390 FTEs and in 2818 FTEs. Level of employment in persons
as at 31December 2019 was 400 persons and afaic@inber 2018 385 persons.

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

Prochem S.A. Capital Group (hereinafter referredsdCapital Group”, ,Group”), in addition to the
data of the Parent Entity comprises the followinfgsidiaries 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 inlyowa Gdrnicza — subsidiary indirectly (93.2%);

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

. Prochem Zachdd Sp. z 0. 0. seated in Warsaw —dahsindirectly (80.0%);

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

. Elmont Inwestycje Sp. z 0. 0. seated in Krakow bsgdiary indirectly (92.7%, including 85.4%
share in the 50% share of Elektromaritaakow);
. Elektromonta Krakow S.A. seated in Krakow — subsidiary indilg€85.4%), including 73.0%

share in capital and voting right belongs to comydarochem Inwestycje subsidiary in 100%.
Elektromonta Krakéw S.A. prepares consolidated financial stegets, which contains data of the
subsidiary in 100%: ELMONT-POMIARY Sp. z 0. 0. s&hin Krakow and two associated
companies ELPRO Sp. z 0. 0. and Elmont-Inwest$pjez 0. 0.;

. IRYD Sp. z 0. 0. seated in Warsaw —subsidiary eadly in 100%;

. ATUTOR Integracja Cyfrowa Sp. z 0. 0. seated in ¥dar — subsidiary indirectly (50.14% of
share holds company Prochem Inwestycje Sp. zsulsidiary in 100%);

. Prochem RPI Sp. z 0. 0. seated in Warsaw — subgidid 00% (including 3.3% of share in capital

and voting right belongs to Prochem Inwestycje).

Jointly-controlled entities and associates valugdaithe equity method:

« ITEL Sp. z 0. 0. seated in Gdynia — 42.0% of slia87% share in voting right and capital
belongs directly to Prochem S.A., and 23.3% h&8idshem RPI Sp. z 0.0. subsidiary in 100%);
« Irydion Sp. z 0. 0. seated in Warsaw — 50% ofeshajointly-controlled company.

Subsidiaries included in consolidation have beettuged in the consolidated financial statements
from the date of including the control until the date od of control by the Parent Entity,
and the jointly-controlled entities and associatetities from the date of exercising of joint cohtr
and exertion of significant influence

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

Company Pro-Inhut Sp. z 0. o. seated igbf@wa Gornicza is covered by the arrangement
proceedings.

5. Adopted accounting principles
Principles of presentation

Consolidatedinancial statements of the Prochem S.A. Capitau@rfor the period from 1 January to
31December 2019 and analogous period of the coijgargear was prepared according to
International According Standards (IAS) and Intéioval Financing Reporting Standards (IFRS),
which were endorsed by European Union (EU) ancwéfective as at 31 December 2019. The scope
of financial statements is compliant with the Miaisof Finance Regulation of 29 March 2018 on
current and periodic information provided by issuef securities and conditions for recognition as
equivalent required by the law of a nhon-Membere&(@ificial Journal, item 757).

The presented consolidated financial statementhefCapital Group present fairly and clearly the
financial and property position of the Group a®atember 31, 2019 and the comparative data as at
December 31, 2018, as well as the results of tttisity for the year ended December 31, 2019 and
comparative data for the year ended December 38.20

The consolidated financial statements of the Pnoc8eA. Capital Group as at 31 December 2019 was
prepared assuming that the Prochem Capital Grolpcarntinue to operate as a going concern in

foreseeable future. The management boards of cdagparciuded in the Capital Group of Prochem

S.A. analysed the circumstances described in ndtandl, in their opinion, they do not affect the

individual companies' ability to continue as a gpaoncern.
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Consolidated financial statements was prepareddbasethe principle of the historical cost, apart
from:

- land, buildings and construction measured at reghhmount,

» investment properties and investment propertigg-digress measured at fair value.

Operational activity of the Parent Entity and éegitfrom 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 chamwtd by a seasonality, which in large extent

depends on weather conditions. Weather conditiofisgeince the volume of the revenues generated in
these segments. Lower revenues are achieved dinengiinter season, when weather conditions do
not allow for execution of some construction work.

Changes in accounting estimates and accounting pigls

The preparation of financial statements under dRSFadopted by EU requires using certain
accounting estimates and adoption of assumptionsegning future events. Items of the financial
statements set under the estimation are subje@rilication if circumstances being base of estenat
are changing or as a result of obtaining new infdifom or of progressing course of events or of
acquiring greater experience. When preparing tnsaaated financial statements hereby, we applied
the same accounting principles and the same cétmulaethods which were applied in the financial
statements of Prochem for the year ended 31 Dece20ii@ except for IFR$6 Leases

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 kewrapsions 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;

In the applied accounting principles the biggegptdontance had, apart from accounting estimates, the
professional judgment of the management, whicluérftes the amounts disclosed in the consolidated
financial statements. Assumptions of these estisnae based on the best knowledge of the
Management Board regarding current and future iiesvand events in particular areas of activity.
They relate to the valuation of retirement bengfite assessment of the degree of realization and
profitability of long-term contracts (of gross mary

New standards, interpretations and changes in pshid IFRS and selected accounting principles
Applying IFRS 16 for the first time

The Group retrospectively applied the IFRS 16 stathdwith effect from January 1, 2018. In
accordance with the option allowed by the standdrd, Group abandoned the transformation of
comparable data. Data as at December 31, 2018neparpd based on IAS17.

As of January 1, 2019, the Group applied the requints of the new Standard regarding the
recognition, measurement and presentation of leaa&acts. The implementation of IFRS 16 was
made using a modified retrospective approach, thexethe comparative data for 2018 was not
restated and the total effect of the first appiaabf IFRS 16 was recognized as an adjustmeriido t
opening balance of retained earnings on the dagmtlwas applied first time.

The Group recognized right-of-use assets in theuanof PLN 29 331 thousand based on contracts
that were previously classified as "operating lease accordance with the principles of IAS 17
Leases. These liabilities were measured at theepreslue of the remaining lease payments aseat th
date of starting of the application of IFRS 16. Rbe purposes of implementing IFRS 16 and
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disclosures regarding the impact of the impleménabf IFRS 16, discounting using the lessee's
marginal interest rate as at January 1, 2019 wed us

In order to calculate discount rates for the puegosf IFRS 16, the Group used a marginal interest
rate reflecting the cost of financing that wouldibeurred for the purchase of the leased itemrdieo

to estimate the discount rate, the Group took axtoount the following contract parameters: type,
duration, currency and potential margin that it ldobave to pay to financial institutions to obtain
financing.

The implementation of IFRS 16 required certainneates and calculations that have an impact on the
measurement of lease liabilities”:

- determination of contracts covered by IFRS 16,

- determining the remaining applicable lease peinaglation to contracts concluded before 1 Januar
2019,

- determination of the marginal interest rates usediscount future cash flows,

- indications of useful lives and determinationdefpreciation rates for right-of-use assets receghiz
as at January 1, 2019.

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

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

- the application of an assessment whether ledgesige to burdens in accordance with IAS 37 at th
moment of implementing the standard, as an altem#&b conducting impairment tests of the leased
assets,

-agreements under operating lease with the rentpileiase 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 KWedge gained after the fact) in determining thedea
period, if the agreement includes options for edileg or terminating of the lease agreement.

Initial recognition and measurement

At the date of commencement of the lease, the Gregpgnizesright-of-use assetand lease
liabilities.

The cost of the right-of-use asset includes:

- the value of the initial measurement of the |dadality,

- all lease payments paid on or before the datkeo$tart of the lease, less any incentives redeive

- any costs incurred by the lessee, and

- an estimate of the costs to be borne by the degsg. dismantling, removal of the underlying gsse
carrying out the renovation of the asset to thedtmm required by the terms of the lease.

The lease fees included in the valuation of theddability include:

- fixed leasing fees,

- variable lease fees, which depend on the indéeorate,

- the amounts expected to be paid after the etitedbase,

- financial penalties for terminating the leasetcatt, unless it can be assumed with certainty ttieat
Group will not use the option of termination.

After the commencement date of the lease, the-dfihse asset is measured by:

- an increase in the carrying amount to reflecriggt on the lease liability,

- a decrease in the carrying amount to reflecpthid lease payments and

- updating the balance sheet valuation to includeraassessment or change of the lease or to gnclud
updated fixed lease payments.

Depreciation

Right-of-use assets are depreciated using theystriine method over the shorter of the two perieds
the lease period or the useful life.

The useful life of right-of-use assets is deterrdine the same way as for property, plant and
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equipment.

The Group has lease agreements on use:
a) buildings and constructions, including office spéarea fixed period of up to 30 years,
b) vehicles, including passenger cars, depreciatioiogep to 5 years,
c) tools, devices, movables and equipping, deprecigt@iod up to 5 years.

The Group applies simplifications to lease congraittat have the maximum possible duration,
including extension options, up to 12 months. Ldass resulting from these contracts are accounted
for as costs:

- on a straight-line basis over the duration ofabetract,

- another systematic method if it better refledie tvay in which the beneficiary benefits are
distributed over time.

The Group does not apply general principles foogeition, valuation and presentation concluded for
lease contracts, the subject of which is of loweal

Low-value assets are considered to be those whibBn new, have a value of no more than PLN
15,000.

The Group assesses whether the contract includese land non-lease components. Non-lease
components are separated from contracts that iadkake and non-lease components, e.g. service of
assets that are the subject of the contract.

Reconciliation of future minimum lease payments aat December 31, 2018 with lease liabilities recogr@d in the
statement of financial position as at January 1, 219

In PLN thousands

Value of future minimum operating lease payments 9 287
Value of future minimum financial lease payments 208
Contractual liabilities under lease as at 31 Ddu=ar2018 30 107
Discount -5 777
Current value under lease liabilities as at 0Ldan2019 24 330
Current value under finance liabilities as at 3c&mber 2018 -753

The value of contractual liabilities under leaske impact of the

implementation of IFRS 16 as at 01 January 2019 23517

Standards adopted by the International AccountingaSdards Board (IASB), endorsed by the
European Union, but not yet in force

* Amendments to IAS 1 "Presentation of Financial Stents" and IAS 8 "Accounting Policies
(Poalicy), Changes in Estimates and Correcting Bfrdvefinition of Materiality

e Amendments to IFRS 9 - Financial Instruments, 185 Financial Instruments: Recognition
and Measurement and IFRS 7 - Financial Instrumddisclosure: Reform of the Reference
Interest Rate

+ Changes to references to conceptual assumptiohsdett in IFRS, effective for annual
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periods beginning on or after January 1, 2020ter la

Standards adopted by the International AccountingtaBdards Board (IASB), awaiting for
endorsement by the European Union

+ IFRS 17 — Insurance contracts

« Amendments to IFRS 3 — Business combination

« Amendments to IFRS 10 - Consolidated Financialeftants and IAS 28 - Investments in
associates and joint ventures: sale or contribubbrassets between an investor and its
associate or joint venture and subsequent changes

« Amendments to IAS 1 "Presentation of Financial Stents" - Classification of liabilities as
current or non-current, effective for annual pesibeginning on or after January 1, 2022

« IFRS 14 - deferred balances on regulated activities

The Group expects that the above-mentioned standarineti have a significant impact on the
financial statements of Prochem SA. Group.

The standards announced, but awaiting endorsenyetiiebEuropean Union, the Group intends to
apply all amendments in accordance with the datkesf entry into force.

The Company has not decided to apply the followstgndards and amendments to standards that
have been published and endorsed for use in thedtlier, but have not yet entered into force and
will introduce them on the date of adoption.

The adopted accounting principles applied by thep@tal Group are presented below
The principles of consolidation

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

- The data of subsidiaries were recognized in firensiatements 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-contdollentities are measured in the
consolidated financial statements using the equiéyghod, and at initial recognition are
recognized at cost. The purchase price includesa@tion costs.

Assessment whether the Parent Company controlscitmpany requires determining whether it has

the right to manage the significant activity of tekempany. Determination of the company’s

significant activity, and who of the investors o it, requires judgment. In assessing the sadnat
and determining the nature of ties, the followirgtbrs are taken into account: i.e. voting rights,
relatively owned share, distribution of voting rigtheld by other investors, scope of these inve'stor
participation in appointing of key managerial s@affnembers of a Supervisory Board.

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

3. Accounting principles applied by subsidiaries haea 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 propottcthe acquired share in the equity of this
entity. As at the date of acquisition of subsidiaryd associated company (obtaining control),
assets, equity and liabilities and contingent litides of a subsidiary are measured at fair value.

5. At the moment of loss of control (e.g. in the evehsale), the Group ceases to recognize assets
and liabilities of the subsidiary, non-controlliilgerest and remaining components of the capitals
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related to the subsidiary. Possibly surplus oraitedirising from the loss of control is recognized
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 interest are disclosedsatgned value, even if it results in arising of a
negative balance of non-controlling interests.

7. The Group of Prochem SA treats the transactions thii¢ non-controlling interests as transactions
with external entities.

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

9. As associated entities are considered such entitiedich 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 {bimtly-controlled entities are considered such
the entities in which Prochem SA holds 50% of titaltvoting rights in the decisive bodies.

10. Investments in associated and jointly-controlletities are accounted for using the equity method
and are initially recognized at cost. Share inipafloss of the associate or jointly-controlled i
recognized in profit and loss account. If the shiartbsses of an associate or jointly-controlled
equals or exceeds interest of the Group of Prodhethis entity, the Group does not recognize
further losses, unless it is obliged. Unrealizethgdetween the Group and the associate are
eliminated to the level of the Group’s interessirth entity.

11. The purchase price of shares in associated conmgpani 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 purehagtil 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 setttats of a similar nature of consolidated
entities,
3. Income and expenses from mutual buying and setipegations in the capital group,
4. Dividends accrued or paid by the subsidiaries t® plarent company, and to other
consolidated entities.
« Inthe scope of adjustments:
1. Gains or losses arising as a result of economisaetions between consolidated entities.

The items of the financial statements are divida@d 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 asastsexpenditures on construction in progress which
the Group intends to use in their business operatio 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 aftegal recognition:

- Land, buildings and construction are carried aghgd amount, being its fair value at the
date of revaluation, set by experts, less any sules# accumulated depreciation and
subsequent accumulated impairment losses. Faiewaill be set by experts regularly every
two years.

- Other PPE are carried at their cost increased Issiple improvement costs, less any
accumulated depreciation and any accumulated imair losses.
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Increase in value resulting from the revaluatiodaofd, buildings and constructions is recognized in
other comprehensive income and accumulated in sotadunt in equity Revaluation reserveas
revaluation surplus unless it represents the ravefsa revaluation decrease previously recognized
the statement of profit and loss. A decrease imevalrising as a result of a revaluation of land,
buildings and constructions is recognized as coteoperiod to the extent that it exceeds any arou
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 associaiddtivem will flow to the entity, and this cost ddu

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

Profit and loss on sale of PPE are set by compdhiegevenues 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 financial statements for the current peaod comparative periods, for depreciation of PRE th
following useful lives are used by the Group:

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

The useful lives and depreciation method appliedvarified at the end of each reporting year and
are adjusted in justified cases.

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 ¢es$¢ recognized impairment losses. The cost
comprises all fees and borrowing costs capitalizedaccordance with the applied accounting
principles.

PPE are subject to the impairment tests, if presnfse impairment exist, while in case of PPE in
progress, the possible impairment is determinddaat for each balance sheet day. The effectseof th
impairment are recognized in other operating costs.

The component of intangible assets is measuredsttless any depreciation allowances and any
impairment losses.

Intangible assets, except for the goodwill are ¢peimortized. Amortization allowances of intangible
assets is made by systematic, planned allocatidimeohitial value in the established useful lifetlee
component. A straight line of amortization meths@pplied.

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..

15
Prochem S.A. Capital Group Consolidated financiatements prepared according to International

Financial Reporting Standards endorsed by Europdaion (EU) as at and for the year ended 31
December 2019



The applied useful lives and amortization methagsverified at the end of each reporting year and
adjusted in subsequent periods in justified cases.

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

Investment property

Investment property is a property (land or a buoidior 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 prigpe

« is not used in operating activities,

« is not offered for sale in the ordinary coursemvieistment activity.
Investment properties are also real estates umhstraction 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 inategrsnt of profit and loss.
Investment properties are initially measured atcibst, including transaction costs. After initial
recognition, investment properties are measurddiravalue as defined in the fair value model amd i
IFRS 13Fair Value Measuremen®he method of valuation is obligatory to all istient properties
unless some investment properties cannot be meabyréhis method — then, the cost approach is
used until the property is sold.

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, onfr the investment property are only made wherether
is a change in use, e. g..:
« commencement of owner-occupation — transfer fromestment property to property, plant
and equipment,
« end of owner-occupation — transfer from propertianp and equipment to investment
property,
« commencement of development with a view to saleansfer from investment property to
inventories,
- commencement of an operating lease to third partyansfer from inventories to investment
property.

The cost of an investment property transferredréperty, plant and equipment or to inventoriedss i
fair value as at the date of change in the mettiode.

« The difference between the fair value and the @agramount, which arose at the time of
transfer to investment properties measured avédire:

« PPE - is accounted for as a revaluation in accaelarith 1AS 16,

« inventories -is recognized as profit or as losglHierperiod,

« 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 sagtrice, which would be received from the sale of
an asset, or which could be paid for the transfer lability in transaction made on usual condigo
between market participants at the measurement bisasurement of fair value refers to a specific
asset. Therefore, at measurement at fair valualdibe taken 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,
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- any restrictions on the sale or use of the asset.
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 assumptobthie transaction on disposal of assets is held:

- on the principal market for the asset,

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

The standard requires the classification of falugameasurements depending on the information
obtained for the purposes of valuation in accordawith the following 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 ofued 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. whethes 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 ¥ailue 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$efthe 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 arglts,
- 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 thistasse

- Information enabling reconciliation of classes séets and liabilities, which were disclosed at
the separate levels of the fair value hierarchyhwiems presented in the statement of
financial position.

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

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

Leases
The Group as the lessee

At the time of concluding a new contract, the Gragsesses whether the contract is a lease or
whether it contains a lease. The contract is s&eleagontains a lease if it provides the rightaatool

the use of the identified asset for a given peimodxchange for remuneration. To assess whether the
right to exercise control over the use of an agset a given period is vested under the contraet, t
Group assesses whether it has the following rigims#ly over the entire useful life:

a) the right to obtain substantially all economemnéfits from the use of the identified asset, and
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b) the right to direct the use of the identifiedets

If the Group has the right to exercise control oWer use of an identified asset for only part & th
duration of the contract, the contract shall inellease in relation to that part of the period.

Rights arising from lease, rental, and other catgréghat meet the definition of lease in accordance
with the requirements of IFRS 16 are recognizedigtits-of-use assets within the frame of non-
current assets and on the other side as liabilitieler lease.

Initial recognition and measurement

As at the date of commencement of the lease, tbepgGrecognizes right-of-use assets, and liabilities
under lease

The cost of right-of-use asset includes:

- the value of the initial measurement of the |dedality,

- all lease paid on or before the date of the sifdtie lease, less any incentives received,

- any costs incurred by the lessee, and

- an estimate of the costs to be borne by the lessgedismantling, removal of the underlying asset,
carrying out the renovation of the asset to thedtmm required by the terms of the lease.

The lease fees included in the valuation of theddebility include:

- fixed leasing fees,

- variable lease fees, which depend on the indéleorate,

- the amounts expected to be paid after the etitedbase,

- financial penalties for terminating the leasetcact, unless it can be assumed with certainty tthet
Group will not use the option of termination.

After the commencement date of the lease, the-ofihse asset is measured by:

- an increase in the carrying amount to reflecriesgt on the lease liability,

- a decrease in the carrying amount to reflecptid lease payments and

- updating the balance sheet valuation to includeraassessment or change of the lease or to &clud
updated fixed lease payments.

Depreciation

Right-of-use assets are depreciated on a straightdasis over the shorter of the two periods: the
lease period or the useful life.

The useful life of right-of-use assets is deterrdine the same way as for property, plant and
equipment.

The Group has lease contracts regarding the use of:
d) buildings and constructions, including office spaoacluded for a specified period of up to
30 years,
e) means of transport, including passenger cars, digien period up to 5 years,
f) tools, movables, instruments and equipment, degtieniperiod up to 5 years.

The Group applies simplifications to lease congaittat have the maximum possible duration,
including extension options, up to 12 months. Ldass resulting from these contracts are accounted
for as costs:

- on a straight-line basis over the duration of¢betract,

- another systematic method if it better refledie tvay in which the beneficiary benefits are
distributed over time.

The Group does not apply general principles foogedtion, valuation and presentation concluded for
lease contracts, the subject of which is of loweal
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Low-value assets are considered to be those whibBn new, have a value of no more than PLN
15,000.

The Group assesses whether the contract includese land non-lease components. Non-lease
components are separated from contracts that iedkaking and non-lease components, e. g. service
of assets that are the subject of the contract.

The Group as the lessor

Lease agreements, such as rent agreements acctwdiigch the Group retains substantially all the
risks and all rewards resulting from having a leasbject, are ranked among operating lease
agreements. Costs of lease are recognized in ¢wosts while income from the leased object are
recognized in revenues of the period.

Borrowing costs

Borrowing costs are recognized as expenses indtiecpin which they are incurred, except for costs
that are directly attributable to the acquisitioanstruction or production of an asset (PPE, intdeg
asseth

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 assetsfontended use or sale are undertaken.

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

Current assets

Inventory — item of Inventory includes - materials, goodsmsfinished products, and work-in-
process.

Inventories are measured initially at cost. Ashat Ibalance sheet day the measurement of goods and
materials is done with the prudence accountingcipie, that is the categories are valued at thestow

of following - purchase price, the production costhe net realizable value.

Stocks of slowly-rotating goods and materials areeced among others by the write-downs created
according to individual evaluation of the realizaptice as at the balance sheet day.

Flows of stocks are done at using the FIFO metHéidst-in", "first-out".

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

and revenues from operating activities.

Loans granted -arise when the entity is transferring financial medirectly to the debtor, and is not
intending to enter the receivable into trade. Thmy classified as current assets, provided theiflate
their maturity does not exceed 12 months from thlarice sheet day. Loans with the maturity date
exceeding 12 months starting from the balance stesetire classified as non-current assets. Lo@ns ar
initially recognized at their fair value. The meesuent of loans at later date is done at amortized
cost, using the effective interest rate method; pessible impairment losses.

Receivablesrerecognized initially at fair value, and subsequenteasured at amortized cost using
the effective interest rate method less impairnadiotvances. Impairment allowance of receivables is
identified when there is objective evidence thatentity will not receive all amounts due according

the original terms of receivables and it is recagdi in other operating expenses. Impairment
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allowance is established according to IFRS 9 Fiigimtstruments.

Cash and cash equivalentsclude cash in hand and on bank accounts, bansttewith the original
maturity date up to three months and financial tasseasured at fair value through profit or loss an
meeting the requirements of the definition of tasltequivalent. 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 groleld-for-sale or the disposal, these assets are re-
measured according to accounting principles. Nanec assets held-for-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-salezatueilation 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, iraged

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.

Measurement of financial instruments — IFRS 9

IFRS 9 provides for three categories of debt ims&nt classification:

- at amortized cost,

- at fair value through other comprehensive income,

- at fair value through profit or loss.

The classification of debt instruments in accoréawdh IFRS 9 is based on the business model used
by the entity to manage financial assets and whetieecontractual cash flows include only principal
and interest payments. An entity's business modsns the way in which an entity manages its
financial assets to generate cash flows and credtee. If a financial instrument is held to generat
cash flows, it is classified as measured at anettcost, provided that it solely includes principat
interest payments.

Impairment of financial instruments

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 throughraccomprehensive income.
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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 tiategory 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 Company's objective is to hold assets in ofwh to receive cash flows from the
contracts as well as their selling,
- its contractual terms give rinse on specified datesash flows which 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 classification of financial assets is presebidw.

Classes of financial instruments Classification under IFRS 9
Financial assets available for sale Measured at fair value through profit or loss

Security deposits under contracts for construction Measured at amortized cost

Trade and other receivables Measured at amortized cost

Loans granted Measured at amortized cost

Derivative financial instruments not covered by deed Measured at fair value through profit or loss
accounting

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

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

According to IFRS 9, which introduces an approachstimating impairment of financial assets based
on the impairment model. This model is based orctieulation of expected losses. To estimate the
expected credit losses in relation to trade retd®s the Group used a simplified method permitted
by IFRS 9. For the purposes of estimating the egecredit loss, the Group uses a provision ratio,
which takes into account historical data.

Taking into account the above calculation methoglpléor expected credit losses, the value of
receivables may also be updated individually inecdsin the individual assessment of the
Management Board the risk of non-recoverabilitgigmificant, in particular in relation to:

- receivables from contractors put in liquidatiarbankruptcy

- debts questioned by debtors, and such whendbidis in arrears, and according to the assegsmen
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.

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
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measured at fair value through profit or loss,
held-to-maturity investments,

loans and receivables,

available for sale financial assets.

PN PE

Component of assets measured at fair value thrqugfit or loss means such a component of
financial assets which was designated at initiebgaition as measured at fair value through pafit
loss or was classified as held for trading since:
« was purchased or contracted mainly for sale orrdyase in short term,
- is part of portfolio of determined financial instnents jointly managed and for which there is
evidence of a recent actual pattern of short-temfitp, or
« is a derivative instrument (except for derivatitiest are effective hedging instruments).

Investments held-to-maturity are non-derivativeafioial assets with fixed or determinable time of
payment or fixed maturity, which Group is intendiargd 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.

Available-for-sale financial assets are non-denwatfinancial assets, which were classified as
available for the sale or which do not constitwans or other receivables, or investments held-to-
maturity as well as they are not the financial tssseeasured at fair value through financial result.

Measurement of financial assets at fair value

The Group measures financial assets measured ravdiie through the profit or loss, including

derivatives being assets and available-for-salenfital assets, without reduction by the transaction

costs which can be incurred in relation to the salesing other way of the disposal of assets.

Fair value of financial assets is measured asviglio

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

« for debt instruments unquoted on the active marksed on the discounted cash flows analysis,

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

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

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

Profit or loss arising from measurement of the ricial 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.

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 diédfancial instruments, interest calculated usimg t
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 usiagtfective interest rate method.

Measurement of financial liabilities at fair value

The Group measures financial liabilities classifeesdmeasured at fair value through profit or lass (
particular including derivatives which are not hiedginstruments), as at the last day of the repgrti
period or any time after the initial recognitionfair value. Irrespective of the nature and purpafse
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the acquisition, the Group, at the initial recogmif classifies selected financial liabilities asasured

at fair value through financial result if it leatisobtaining more useful information. Fair valuetiog

obligation is based on the current selling prigeiristruments quoted on the active market.

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

« the use of recent market transactions conducteetcttlir between the well informed, willing
parties, or

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

« discounted cash flows analysis.

Measurement of other financial liabilities at amared cost

The Group measures other financial liabilities adiw to amortized cost using the effective interes

rate method.

Financial guarantee contracts i.e. contracts thiggate the Group (issuer) to make specified paymen

to reimburse the holder for a loss it incurs beeaafsnot making payment by a specified debtor when
due in accordance with the original or modifiedrtgrof a debt instrument, and not classified as
liabilities measured at fair value through profil@ss are measured at the higher of:

« the amount determined according to the principfeatation of reserves,

« initial value less, when appropriate, accumulatepréeciation allowances.

Impairment of financial assets

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 througbraccomprehensive income.

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

Component of financial assets is classified inte tiategory of measured on initial recognition at
amortized cost if the following two conditions anet:

. the assets are held within a business model wblgeetive is to hold assets in order to collect
contractual cash flows; and
. its contractual terms give rinse on specifieceddb cash flows which are solely payments of

principal and interest on the principal outstanding

Component of financial assets is classified int® ¢ategory of measured at fair value through other
comprehensive income if:
- the Company's objective is to hold assets in ofw#h to receive cash flows from the
contracts as well as their selling,
- its contractual terms give rinse on specified datesash flows which are solely payments of
principal and interest on the principal outstanding

Other financial assets are measured at fair vahariggh profit or loss for the current period.
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The classification of financial assets is preseb&dw.

Classes of financial instruments Classification under IFRS 9

Financial assets available for sale Measured at fair value through profit or loss
Security deposits under contracts for construction Measured at amortized cost

Trade and other receivables Measured at amortized cost

Loans granted Measured at amortized cost

Derivative financial instruments not covered by deed Measured at fair value through profit or loss
accounting

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

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

According to IFRS 9, which introduces an approachstimating impairment of financial assets based
on the impairment model. This model is based orctieulation of expected losses. To estimate the
expected credit losses in relation to trade retd®s the Group used a simplified method permitted
by IFRS 9. For the purposes of estimating the egecredit loss, the Group uses a provision ratio,
which takes into account historical data.

Taking into account the above calculation methogipléor expected credit losses, the value of
receivables may also be updated individually inecasin the individual assessment of the
Management Board the risk of non-recoverabilitgigmificant, in particular in relation to:

- receivables from contractors put in liquidatiarbankruptcy

- debts questioned by debtors, and such whendbidis in arrears, and according to the asseg¢smen
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.

Dividend paymentsto shareholders of the Company is recognized dilitiain 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 (legal or customary) resulted from thestpevents rests on the company, and when it is
probable, that fulfilling of this duty will resuih the necessity of the outflow of financial meaasd

the amount of this liability may be credibly estiew

Employee benefits the company pays the contributions to the oldigaretirement benefit plan,
depending on the amount of gross wages, whichaisl ip accordance with the applicable laws. The
Company has no other retirement benefit plans.
Pursuant to the Remuneration Regulations, emplogettsee Company are entitled to receive one-off
retirement and pension benefits in the event ofiteation of employment in connection with
retirement or pension. The above-mentioned severgayments are benefits after the period of
employment paid when the employee no longer pedamark, therefore the expenses related to them
are spread over the entire period of employmerthefemployee by making current allowances for
provisions for benefits. In some of the Group’s pamies, there are jubilee payments paid out at five
years intervals after reaching the required lergftemployment by employees. These bonuses are
other long-term benefits and the expenses relatédetm are also spread over time from the moment
of employment until the required number of yearsvofk reached. The current amounts of provisions
and write-downs are determined by an external aeduaffice individually for each employee in
accordance with the "projected entitlement for petsmethodology. The accrued provisions
24
Prochem S.A. Capital Group Consolidated financiatements prepared according to International
Financial Reporting Standards endorsed by Europdaion (EU) as at and for the year ended 31
December 2019



constitute the current expected value of futuregyitarm liabilities of the Company due to severance
payments less the current expected values of futuige-downs, which will be made until the
employee is entitled to benefit from them.

Actuarial assumptions used for calculations arerdehed based on the Company's historical data,
market data and forecasts. They include demogragtddinancial 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

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 amofiprovisions in connection with the passage rokti
recognized in profit and loss,

- actuarial gains/losses arising in connection viltb materialization in the reporting period of
phenomena reflected by actuarial assumptions ad@pthe 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 (semee payments) and recognized in profit and loss if
they relate to other non-current benefits (jubbleeefits),

- past employment costs occasionally appearingpsitive or negative offsetting of write-offs made
in previous periods and the current period, resglfrom a change in the conditions of benefits.(e.g
change in retirement age) or introduction/reswictof a benefit plan, recognized in profit or Ides

the period,

Equity
Equity is recognized in the accounting books bytyise, in accordance with principles pursuant to
legal regulations and with the Statutes of the CamgpEquity includes:
> Founding capital — shares capital shown in the nahwalue of the issued and registered
shares.
> Revaluation reserve includes:

- the revaluation difference between the fair valod the purchase price, less deferred tax
among others — of buildings andatrites, and land and investment property which are
measured at fair value ,

- capital arisen from the foreign exchange diffess— from translation of the foreign

operations of Representation Office,

- actuarial gains and losses resulting from theagba in actuarial assumptions (including
those due to change in discount rate).

> Retained earnings, which include:

o Spare capital, which is created from the surpludesale of shares above its nominal
value, and from annual write-downs of net profitsl avrite-downs of revaluation of
property, plant and equipment in the previous years

o Reserve capital which arose from the profit alledab equity.

o Undistributed profit/loss brought forward and pt¢foss) of the current year,

o Advance payments paid on account of dividends.

Revenues from sales include in particular revenue from execution of tcacts of construction
services (general contracting) and design and ergmy services. From 1 January 2018, the
Company applies the principles of IFRS 15 takirtg scccount the assumptions adopted in this model.
This model assumes that revenues are recognized (@heo the extent to which) the entity transfers
control over the goods or services to the cliertt Bnthe amount to which the entity expects to be
entitled. Depending on the meeting of determinéeria, the revenues:

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

- are recognized once, in such a time when theraloover the goods or services is transferred éo th
customer.
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Revenues from the contracts for construction sesvifgeneral 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 ofdahéce is verified at the end of each quarter.
Revenues from sale of goods and materials are mexmtyin the profit and loss account when the
control over goods has been transferred to thatclie

Income tax— tax burdens include the current taxation by ocmfe 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 currentiperand previous periods are included as the itgbil
in the amount, in which it wasn't paid.

Provision under deferred income tax is recognizethgu the liability method, under transitional
differences between the tax bases of assets anitities 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 rétatifferent 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 separataty 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 National Bdink
Poland (NBP) effective as at the transaction dBance sheet items of assets and liabilities
expressed in foreign currencies are measured avirage NBP exchange rate in force at the balance
sheet date. Gains and losses arising from theesetit of such transactions and carrying value of
assets and liabilities expressed in foreign curesnare recognized in the statement of profit asd.|

Functional currency and presentation currency of fnancial statements

The consolidatedinancial statementis presented in thousands of Polish Zldti@oty” or “PLN"),
which is the functional currency of the Parent grdind 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,
« revenues and expenses shall be translated at¢harege rate on the transaction date, and
» arisen exchange differences shall be recognizethtement of profit and loss.
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6.Explanatory Notes to consolidated financial statenrés as at and for the period ended1

December 2019

Note 1 — Property, Plant and Equipment

31 December 2019

31 December 2018

Property, plant and equipment, including: 17 807 22 829
- land 2 020 4749
- buildings, premises and civil engineeringeait$ 12 883 15 423
- machinery and equipment 724 591
- vehicles 1334 1267
- other PPE 846 799
Construction under progress 25 18
Total property, plant and equipment 17 832 22 847

Property, plant and equipment — ownership structure

31 December 2019

31 December 2018

a) owned 6 450 8 225
b) used under rental, lease or other agreemerding : 11 382 14 622
- lease 953 775
- rental and lease 9762 10 477
- value of the right of perpetual usufruct 667 3370
Total property, plant and equipment 17 832 22 847

The Group, pursuant to an agreement dated 23 00l Bases property consisting of 3 buildings with
an area of 6 227.5%non a plot of 3 311 friocated in Warsaw at Emilia Plater 18 andz&l@6/78.
The duration of the contract from the date of deatusion is 30 years.

Land, buildings and constructions are carried @lteed amount, being its fair value at the datthef

revaluation, set by experts, less any subsequentradated depreciation and subsequent accumulated
impairment losses. The fair value as at 31 Decer2b&9 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 datgpeesented in the table below.

Relation between key unobservable input
data and fair value

Method of valuation Key unobservable input data

The comparative approach using the *  The average transaction The estimated fair value of real estate
method of the adjusted average pri¢ée price per 1 rh would be increased (or would be reduced)
model is based on determining of the if:

* Attractiveness of the locatio
and neighbourhood.

-

average transaction price for ¥ of the
area on the basis of the representative
sample of the transaction concluded. The®  Area and shape of the plot.
average price was corrected for weights Designation.

the market features: the attractiveness of ¢ | ggal status.

the location and the neighbourhood, ared e Access to the plot

and shape of the plot, destiny, legal status piot.
of a land, access to the plot.

* the average transaction price per m
was higher (lower)

Discounted cash flowshe model of .
measurement is based on the presented
value of future net cash flows that will be
generated from the real estate taking intg
account: the level of leased space. The

Level of space lease : The estimated fair value of real estate
reflecting the status of the | Would be increased (or would be reduced)
currently leased space. if:
»  Adjusted for the risk of * Level of leased space was higher (was
lower);
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expected net cash flows are discounted discount rate: 6.646%- * Discount rates adjusted for the risk
with discount rates taking into account thg 6.896%, 6.98%. were lower (were higher).

risk. Other factors considered in the
adopted average rent per square meter gre:
attractiveness of the location, technical
condition of building, the standard and thg
functionality of the building, the
possibilities of the access, and parking
spaces.

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

Details concerning land, buildings and construcjas well as information about the hierarchy of fa
values as at 31 December 2019.

Fair value as at Fair valueas at
The Group 31 December 2019 (in PLN 31December 2018r.(in PLN
thousands) thousands)
Level 3 Level 3
Land, including the right of perpetual usufruct 2020 4749
Buildings and constructions 12 883 15423
Total 14 903 20172

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

Change in PPE —in 2019

- land, - )
including the  buildings, -
; i . - construct
right of premises machinery - vehicles other ion Total PPE
perpetual and civil and PPE d
usufruct of  engineerin  equipment under
land g objects progress

Gross value
As at 1 January 2019 5892 23635 4 396 2618 4121 18 40 680
Increase (due to) - - 495 636 291 25 1447
- acquisition of non-current assets - - 495 636 291 25 144
Decrease (due to) -3 495 -1 837 -432 -278  -629 -18 -6 689
- disposal of non-current assets - - -122 -172 - - -294
- liguidation of non-current assets - - -293 -107  -629 - -1 029
- reclassification to ready-for-sale 3495 1836 33 i i i -5 364
assets

- changes - -1 16 1 - -18 -2
As at 31 December 2019 2397 21798 4 459 2976 3783 25 35438
Depreciation and impairment
fisat 1 January 2019 — accumulated 1143 8212 3805 1351 3322 - 17833

epreciation

Depreciation for the period (under) -766 703 -70 291 -385 - -227
- increase (depreciation accrued) 26 822 316 532 249 - 1945
- decrease under disposal of non- i i -106 151 i i 257
current assets

- decrease under liquidation of non- ) ) 267 91  -629 ) -987
current assets
- reclassification to held-for-sale 792 119 12 1 3 i 925
assets
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- changes - - -1 - -2 - -3
As at 31 December 2019 - 377 8915 3735 1642 2937 - 17606
accumulated depreciation
Impairment of non-current assets - - - - - - -
Net value of non-current assets as at
31 December 2019 2 020 12 883 724 1334 846 25 17 832
Comparative data
Change in PPE —in 2018
- land, i
including the ~ buildings, ) -
right of premises - machinery ) constructi
9 and civil and - vehicles other Total PPE
upsirf?l(j(t:ltjzgf engineerin  equipment PPE O?OUT:gSSF
land g objects prog
Gross value
As at 1 January 2018 5253 22 527 4546 2409 4319 483 39537
Increase (under) 639 238 353 604 112 - 2 355
- acquisition of PPE - 238 353 604 112 - 1307
- updating of PPE 639 409 - - - - 1048
Decrease (due to) - -461 -503 -395 -310 -465 -1212
- disposal of PPE - - -193 -355 -16 - -564
- liquidation of PPE - - -310 -40  -292 - -642
- updating of PPE - -4 - - - - 4
- changes - 465 - - -2 -465 -2
As at 31 December 2018 5892 23635 4 396 2618 4121 18 40 680
Depreciation and impairment
QS at 1 January 2018 - accumulated 1045 7375 4002 1284 3191 2 16899
epreciation
Depreciation for the period (under) 98 837 -197 67 131 -2 934
- increase (depreciation accrued) 98 837 306 404 287 - 1932
- decrease due to disposal of PPE - - -194 -298 -16 - -508
- decrease due to liquidation of PPE - - -309 -39  -140 -2 -490
As at 31 December 2018 - 1143 8212 3805 1351 3322 - 17833
accumulated depreciation
Impairment of PPE - - - - - - -
Net value of PPE as at 4749 15423 501 1267 799 18 22847

31 December 2018

Note 2 — Intangible Assets

Acquired concessions, patents, licenses and siaslksets including

31 December 201¢

31 December 201¢

computer software 130 182
Total intangible assets 130 182
Intangible assets — ownership structure

Owned 130 182
Total intangible assets 130 182
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Change in intangible assets —in 2019

Acquired concessions,
patents, licenses and similar
assets including computer

Total intangible assets

software

Gross value

As at 1 January 2019 3370 3497
Increase (due to) 35 94
- acquisition of intangible assets 35 94
Decrease (due to) - -221
- liguidation - -221
As at 31 December 2019 3405 3370
Amortization and impairment

As at 1 January 2019 — accumulated amortization 3188 3255
Amortization for the period (due to) 87 -67
- increase (accrued amortization) 87 154
- decrease due to liquidation - -221
As at 31 December 2019 - accumulated amortization 3275 3188
Net intangible assets as at 31 December 2019 130 182

Comparative data

Acquired concessions,
patents, licenses and similar
assets including computer

Total intangible assets

software

Gross value

As at 1 January 2018 3497 3497
Increase (due to) 94 94
- acquisition of intangible assets 94 94
Decrease (due to) -221 -221
- liguidation -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 (due to) -67 -67
- increase (amortization accrued) 154 154
- decrease due to liquidation -221 -221
As at 31 December 2018 - accumulated amortization 3188 3188
Net intangible assets as at 31 December 2018 182 182

Note 3 —Investment property

Construction under progress

31 December 201¢

31 December 201¢

Buildings and constructions 7 193 7 193
Value of the land 4797 4797
Total investment property 11990 11990
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Change in investment Change in investment

Investment property by titles fom 1 Jancary 2015 "trom © January 2018
to 31 December 2019 to 31 December 2018
Investment property - land
As at opening balance sheet 4797 4 267
- decrease, including sale - -166
- decrease under reclassification — assets helgale -3 033 -
- increase under valuation at fair value - 696
As at closing balance sheet 1764 4797
Construction under progress
As at opening balance sheet - 1128
- change due to:
- under reclassification from PPE - -752
- under valuation at fair value - -376
Total change - -1128
As at closing balance sheet - -
Investment property — buildings and constructions
As at opening balance sheet 7 193 5917
- change due to:
a) decrease under disposal - -80
b) increase under valuation at fair value - 601
¢) decrease under reclassification — assets belgale -647 755
Total change - 1276
As at closing balance sheet 6 546 7 193
Write-down of investment property - -
Total investment property 8 310 11 990

Fair value as at 31 December 2019 was determinsddban a valuation prepared by independent
appraisers, not related to the Group. Appraisense hthe appropriate qualifications to conduct

valuations of investment properties, as well aserdrexperience in such valuations made at location
where the Group’s assets are located.

On 4 December 2019 subsidiary Elpro Sp. z 0. dedda Krakow signed preliminary contract of sale
of real estate at Kazimierza Wielkiego Street imktw for the amount of PLN 4,600 thousand. The
date of conclusion of the promised sale agreemasbken set by March 31, 2020. As at 31 December
2019 the real estate was reclassifiedssets held-for-sale
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As at 31 December 2019 this value was confirmethbgpendent appraisers. Valuation methods and
key unobservable data are presented in the taldavbe

Method of valuation Key unobservable input data for Relation between key unobservable
comparable properties input data and fair value

The comparative approach using the method dfe  The average transaction price| The estimated fair value of real estate

the adjusted average prickhemodel is based per 1 nifor comparable would be increased (or would be

]?n (ier:'?rr?ltr;]lng of the zi\r/]erzge.tra?;?ctlon pricg properties reduced) if:

or of the area on the basis of the . : . - i 3

representative sample of the transaction * Qﬁltcriarfgi\;nbisusrr?éég? location tmhze ngse rﬁgﬁ;a(?;v?/gtrl)on price per

=

weights of the market features: the attractivenje8s Area and shape of the plot.
of the location and the neighbourhood, area anc®  Designation.
shape of the plot, destiny, legal status of a land,e Legal status.
access to the plot.

concluded. The average price was corrected frI

* Access to the plot.

Discounted cash flows: The model off o | evel of space lease : The estimated fair value of real
measurement is based on the presented value of refiecting the status of the estate would be increased (or
future net cash flows that will be generated from  cyrently leased space. would be reduced) if:

the real estate taking into account: the level Qf Adjusted for the risk of * Level of leased space was higher

leased space. The expected net cash flowg are . ) 0 o was lower):
discounted with discount rates taking into discount rate: 6.646%-6.896%, ( )

account the risk. Other factors considered in [the 7% -1,5%. * plskcount Tates adjusteﬁ fﬂr th.e
adopted average rent per square meter |are: risk were lower (were higher);

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

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

Details concerning investment property, as welh&srmation about the hierarchy of fair values as a
31 December 2019.

Group Fair value (in PLN thousands)
31 December 2019 31 December 2018
Level 3 Level 3
Land, including the right of perpetual usufruct 1764 4797
Buildings and constructions 6 546 7193
Total 8 310 11 990

There were no displacements between levels 1d3aluring a year.

Note 4 — Right-of-use Assets

Buildings and Machinery

Description constructions  and equipment Vehicles Total
Gross book value 22901 337 272 23510
Write-downs - - - -
Total 22901 337 272 23510
Increase (+) /decrease (-)

Depreciation -3 066 -94 -466 -3 626
Change in contract value, new contracts 4 662 0 2 363 7 025
Write-downs - - - -

Total as at 31 December 2019 -
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Gross book value 27 563 337 2635 30535
Accumulated depreciation -3 066 -94 -466 -3 626
Write-downs - - - -
Book value net as at 31 December 2019 24 497 243 2169 26 909

Note 5 - Shares

Shares

31 December 2019 31 December 2018

In other entities

Shares, net value
Write-downs of shares

Shares, gross value

830 830
830 830

6 6
836 836

Change in shares

31 December 201¢ 31 December 201¢

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

Shares in other entities as at 31 December 2019

830
830

830
830

Description Number of shares

Share in capital

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 6 — Shares in Entities Valued Using the Equiiethod

Shares in jointly-controlled entities and associatentities

31 December 2019

31 December018

- Shares — net value
- write-downs of shares

Shares, gross value

31499
1011
32510

28111
1011
29122

Change in shares in jointly-controlled entities andassociated entities

31 December 2019

31 December018

a) as at the beginning of the period
- shares at cost
- application of IFRS 15 as at 1 January 2018
b) increase (due to)
- share in the current year result
c) at the end of the period, net value
d) write-down
e) at the end of the period, gross value

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

28111
28011
3388
3388
31399
1011
32410

31 December 2019

26 488
26 139
349
1623
1623
28111
1011
26 488

31 December 2018

As at the beginning of the period
- decrease — use of provision
As at the end of the period

1011

1011

1011

1011
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Irydion Sp. z o. o. is the only joint contractuataaagement (jointly-controlled entity), in whicheth
Group participates. It is a company with an aimbtdld an office building under the name of
»Astrum Biznes Park” in Warsaw. The Company is qobted. The Group has classified its interest
in Irydion as a joint venture. The Group exercigent control along with the shareholder LFI 1
Fundusz Inwestycyjny Zamlgty Aktywow Niepublicznych seated in Wroctaw, 50%ass for each
partner. Each partner has two representativeistipervisory Board.

On 17 September 2019 subsidiary Prochem Inwest$pjez 0. 0. seated in Warsaw concluded
contract of sale of shares in company Atutor Irdegr Cyfrowa Sp. z 0. 0. seated in Warsaw. Under
the agreement, the sale of 310 shares owned byh&rodnwestycje Sp. z 0. o. will be in two
packages: the date of sale of the first block ¢ 4Bares is set by October 31, 2019, and the second
package of 178 shares is set by 30 April 2020. Gvaeership of the shares is transferred to the buyer
on the date of payment.
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Shares in subsidiaries covered by full consolidatie as at 31 December 2019

Ite
m a b c d e f g h i j K
No
Consolidation
method
. . applied/valuation Datg .Of Participation in
Type of relationship using the equit obtaining Percentage o the total number
Name of the Registered Scope of company’s (subsidiary, jointly- metghod o?any control / | Value of Total Carrying share capital of votes at the
company and its office activities contrqlled, a_ssomated, indication that the jointly shares at reyaluatlon value of _ held general meeting
legal form details of direct and - ; control / a cost adjustments (directly and )
S A . entity is not subject| .~ .. shares o (directly and
indirect relationship) e significant indirectly) S
to consolidation/ influence indirectly)
valuation using the
equity method
PROCHEM .
1 | INWESTYCJE Warsaw | Consultancy on business and subsidiary full 22June199q 2999 - 2999 100.0% 100.0%
s management
p.zo.o0.
Construction designing, (Igg;egnsugrséocl'ﬁsr/n
2 | PREDOM Sp. z 0. 0] Wroctaw urban planning, process Inwes?ycj?el $p.70.0 full 19July2002 764 - 764 81.7% 723%
engineering holds 75% of capital)
PRO-INHUT Dabrowa | CONStruction designing, (Igc?rirr]%gn?ugrsé%iﬁgw 40ctober
i - 0, 0,
3 Sp. zo.o. Gornicza g:]b?rrllergﬁrr:nlng, process Inwestycje sp. z 0. o. full 2001 63 63 93.2% 93.2%
9 9 holds 93.2% of shares)
Marketing activities
PROCHEM : f ;
4 | ZACHOD Sp.zo. |Warsaw | Sonstruction work and design subsidiary full 18March 1061 - 1061 80.0% 80.0%
o services, commercial activit 1998
) and forwarding
Indirect subsidiary
ELEKTROMONTA . Assembly of electrical (company Prochem 10Decembe B o o
5 7 KRAKOW S.A*) Krakow installations and equipment|  Inwestycje Sp. z 0. o. full 2001 15099 15099 85.4%. 85.4%
holds 65.5% of shares)
ELMONT Indirect subsidiary
6 | INWESTYCJE sp.| Krakéw Developer’'s activity (Elektromonta Krakéw full 5April 2007 9 050 - 9 050 92.7% 92.7%
7 0.0. S.A. holds 50% of shares)
Development and sale of repl Indirect subsidiary (
estates and rental of properfyProchem Inwestycje Sp. z
7 | ELPRO sp. z o.0. | Krakow on own account, 0. 0. holds 50%, full 17April2002 3234 - 3234 92.7% 92.7%
management of non- Elektromonta Krakéw
residential real estates S.A. holds 50% shares)
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Development and sale of re

Indirect subsidiary

Sp. z 0.0"%)

Sp.zo.0.)

consolidation

IRYD sp. z 0. 0. Warsaw atProchem Inwestycje Sp.|z full 13July2000 150 150 - 100.% 100.%
estates on own account
0. 0 holds 100% shares
ATUTOR i
INTEGRACJA Warsaw E(;?T(]j;uctté?ni?tc\j’é?: i (Icnodniﬁrggaiug??gﬁ:eym full Sep%e?mber 176 - 176 50.14% 50.14%)
CYFROWA Sp. Ic_lg)mpuyer system integration, Inwestycje holds 87.3% 2000
Z 0.0. service
subsidiary (company
10 giOCHEM RPI Warsaw Developer's activity Prochem Inwestycje Sp. z full 8 April 1998 513 359 154 100.0% 100.0%
T 0. 0. holds 3.33% shareg)
; Indirect subsidiaries -
11 glmont Pomiary Krakow Developer’s activity (Elektromonta Krakéw full 22'882' 190 - 190 77.6.0% 77.6%
p.zo.o. S.A. holds 100% shares|)
PREDOM Indirect subsidiary Not subiect to
12 | PROJEKTOWANIE | Wroctaw Design services (company PKI Predom | 1 May 2002 53 53 - 81.0% 69.3%

* share in capital and voting right is presented upoompletion of redemption procedure of shares botigack by ElektromontaKrakoéw S.A. for redemption

** the company has not commenced activities
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Shares in subsidiaries — continuation

a b c d e F
Equity, including: . R . .
quity 9 Entity’s liabilities and provisions tp Entity’s trade and other
Ite Retained earnings, including: liabilities, including: receivables, including:
m Name of the compan Own | Revaluatio Total assets|  Total sales
pany Share shares | p reserve ] of entity revenue
No capital (negative profit Net non- non-
value) (loss) put | profit t current t current
forward (loss) curren curren
1 EEC;COHEM INWESTYCJE | 7360|3000 - - 4369 - 19| 33533 32086 1477 144 - 144 40902 4077
2 | P.K.LPREDOM Sp. z 0.0. 9590 600 - 6181 2809 - 61 3445 2010 1435 1913 - 1913 13035 6916
3 | PRO-INHUT Sp. z o .0. 534 53 - - 481 -229 -406 3625 2 3623 1481 - 1481 4159 72
4 EEOCHEM ZACHOD Sp.z| 1 g4 1600 - -| 338 - 24 4 - 4 - - - 1942 -
ELEKTROMONTAZ
5 KRAKOW S.A %) 24 059 1208 - 2657| 20194 - 995 12 552 1426 11126 16 323 - 16 323 36 744 47 897
6 ZE%N(')ONT INWESTYCIE sp. | g 937 8 000 - - 37 141 114 75 - 75 - - - 8112 -
7 | ELPRO sp. z 0.0. 4338 3290 - 188 860 30 129 320 200 120 28 - 28 4658 221
8 | IRYD Sp.zo.0. -204 150 - - -354 -350 -4 209 - 209 - - - 5 -
9 | ATUTOR Sp. z 0.0. 408 355 - - 53 - 49 941 - 941 1021 - 1021 1329 1528
10 | PROCHEM RPI Sp. z o.0. 125 600 - - -475 -470 -5 - - - 0 - 0 126 -
11 | Elmont Pomiary Sp. z 0.0. Company covered by consolidation by Elektromorteakéw S.A. - company’s financial data includedimancial statements of Elektromontérakéw S.A.
PREDOM
12 | PROJEKTOWANIE Not subject to consolidation
Sp. z 0.0.

* the share in the capital and voting rights are statedthe amounts after the completion of the redemptijprocedure of shares purchased by Elektromahkxakow S.A. for redemption
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Shares in entities valued using the equity methadad December 31, 2019

Ite
m a b c e f g h i j k
No
Name of the Scope of the Date of Value of Total Carrying | Percentage| Share in total
company and Register company’s Consolidation methoq obtaining shares / at| revaluation | value of of share | number of votes af
its legal form | ed office activities Type of relationship applied control / cost adjustments| shares | capital held| the general meeting
(subsidiary, jointly-controlled, associated, wi joint control
the detailing of direct and indirect relationshi / of
obtaining
significant
influence
ITEL Sp. z Other electrical 13
1 P Gdynia : : associated The equity method | September 708 708 - 42.0% 42.0%
0.0. installations 2005
The equity method
(change in the
Rental of real structure of
2 IRYDION Warsaw | estate on its owr jointly-controlled shareholding from a 24 March 4503 - 4503 50.0% 50.0%
Sp. zo.o. L e 2000
account subsidiary to a jointly-
controlled entity as
from April 3, 2013)
Shares in entities valued using the equity methodontinuation
Item
No. a c d e
Total
T flias . . pear Company’s
Company’s equity, including: Company's “ablIltli?\iﬁjr&?ngrowsmns to liabilities Company'’s receivables, including: assets
Name of the company
Sales revenue
Net profit (loss) N_on-_c_grrent Current liabilities Non—_current Cu_rrent
liabilities receivables | receivables
1 ITEL Sp. z 0.0. No datal No data. No datal No datal No datal No datal No datal No datal No data, No data.
2 IRYDION Sp. z 0.0. 62 999 6777 120 841 117 006 3835 1204 1204 183 840 15839
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Note 7 — Settlement of Deferred Income Tax

- deferred tax assets

Change in deferred tax assets

31 December 2019

31 December 2018

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

financial result (profit or loss) 7235 6073
a) recognized in financial result (profit or loss) 7 191 6 029
- provisions for costs 140 426
- write-down of receivables 589 606
- unpaid remuneration under contracts of mandatespecific task 31 o
contracts
- 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 -
- tax loss 1606 2540
- write-down of inventories 106 106
- discounted cash flow expenses 38 28
- deferred tax on write-down of financial assets 5 5
- surplus of costs incurred above margin 3002 226
- other, including exchange differences 3 474
b) recognized in equity 44 44
- provision for retirement benefits 44 44
2. Increase 5 396 4244
a) recognized in financial result 5348 4244
- provisions to costs 250 165
- write-down of receivables 60 -
- unpaid remuneration under contract of mandatespecific task 38 31
contract
- deferred income 692 696
- interest on loan 57 59
- provision for retirement benefit 10 46
- provision for holiday benefits 47 59
- unpaid employee benefits 1 15
- tax loss 241 3134
- cost of discounted cash flows 83 39
- surplus of costs incurred over margin 3745 -
- other, including exchange differences 124 -
b) recognized in equity due to negative temporargifferences 48 -
- provision for retirement benefit 48 -
3. Decrease 4 654 3141
a) recognized in financial result 4 654 3141
- provisions to costs 169 451
- write-down of receivables 342 17
- paid remuneration under contract of mandatespecific task contract 31 24
- deferred income 696 707
- interest on loan - 20
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- provision for retirement benefit 16 23
- provision for holiday benefit 44 41
- unpaid employee benefits 5 7
- tax loss 302 1125
- costs of discounted cash flows 34 29
- surplus of costs incurred over margin 3002 226
- other, including exchange differences 13 471
b) recognized in equity in connection with negativéemporary i i
differences
- provision for retirement benefits - -
4. Total deferred tax assets at the end of periodadluding: r9rt 7176
a) recognized in financial result 7 885 7132
- provisions to costs 221 140
- write-down of receivables 307 589
- unpaid remuneration under contracts of mandatespecific task 38 31
contract
- deferred income 692 696
- interest on loan 377 320
- provision to retirement benefits 360 366
- provision to holiday benefits 283 280
- unpaid employee benefits 5 9
- tax loss 1545 4549
- write-down of inventories 106 106
- costs of discounted cash flows 87 38
- deferred tax on write-down of financial assets 5 5
- surplus of costs incurred over margin 3745 -
- other, including exchange differences 114 3
b) recognized in equity in connection with negativéemporary
differences 92 44
- provision for retirement benefit 92 44

- provision for deferred income tax

Change in provision for deferred income tax

31 December 2019

31 December 2018

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

including: 7236 5577
a) recognized in financial result 5630 4 086
- interest accrued on loan 726 607
- updating of non-current financial assets 136 136
- accrued income from uncompleted service 2 864 1551
- updating of non-financial investments 1009 841
- surplus of the balance sheet depreciation tavedepreciation 850 757
- other 45 194
b) recognized in equity 1606 1491
- remeasurement of PPE at fair value 1606 1491
2. Increase 5190 4001
Sz);i?:voegrli;r?](:)(i)r:;:;a:jr;;i:rlerﬁsit of the period irconnection with 5190 3884
- interest accrued on loan 97 153
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- accrued income from uncompleted service 4782 3230
- updating of non-financial investments 37 405
- surplus of the balance sheet depreciation taedepreciation 93 93
- revenues under discounted liabilities 173 -
- other 8 3
b) recognized in equity - 117
- remeasurement of PPE at fair value - 117
3. Decrease 3199 2342
SZ) ;i(i:voggﬁqep?oig :;nz;fcé?(la rr]((a:s(:;;lt of the period irconnection with 3191 2340
- paid interest on loan 219 34
- accrued income from uncompleted service 2820 1917
- use of updating of non-financial investments 148 237
- other 152
b) recognized in equity 8 2
- remeasurement of PPE at fair value 8 2
4. Total provision to deferred income tax at the enaf the period

9 227 7 236
a) recognized in financial result 7 629 5630
- interest accrued on loan 601 726
- updating of non-current financial assets 173 136
- accrued income from uncompleted service 4 826 2 864
- updating of non-financial investments 861 1009
- surplus of the balance sheet depreciatiorr @xedepreciation 943 850

- revenues from discounted liabilities 173
- other 52 45
b) recognized in equity 1598 1606
- remeasurement of PPE at fair value 1598 1 606

Deferred tax assets
Provision to deferred income tax
Assets/(Provision) under deferred tax

31 December 2019

31 December 2018

7977
-9 227
-1 250

7176
-7 236
-60

Presentation in the statement of financial position

31 December 2019

31 December 2018

Deferred tax assets 1083 2 340

Provision to deferred tax -2 333 -2 400

Assets/(Provision) to deferred income tax -1 250 -60

Note 8 —Other Non-Current Financial Assets

Other financial assets 31 December 2019 31December 2018

a) from jointly-controlled entities: 18 419 19 090
- loans granted 18 419 19 090

b) other financial assets — security deposits $egtihe bank guarantee 8 465 1332

granted

Total non-current financial assets 26 884 20422
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Loans granted — as at 31 December 2019

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

- in the amount of PLN 11 743 thousand, includiagrount of the loan PLN 11 000 thousand,
accrued interest PLN 743 thousand. Interest isamaually according to WIBOR 6M rate,
repayment date of the loan with interest was s&aptember 22, 2031;

- in the amount of PLN 6 676 thousand, includiagiount of the loan PLN 6 000 thousand,
accrued interest PLN 676 thousand. Interest rasetisnnually at 3% per year, repayment date
of the loan with interest was set on Septembe@21;

Increase:

» Accrued interest on loan granted to jointly-corledl company Irydion Sp. z 0. o. in the
amount of PLN 377 thousand,

Decrease:

» Repayment of accrued interest on loans granteainty-controlled company Irydion Sp. z o.
0. in the amount of PLN 1 048 thousand,

Loans granted - as at 31 December 2018

« Loans granted to jointly-controlled entity 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. Interesttisaseually according to WIBOR 6M rate,
repayment date of the loan with interest was s&eptember 22, 2031;

- in the amount of PLN 6 775 thousand, includiagiount of the loan PLN 6 000 thousand,
accrued interest PLN 775 thousand. Interest isasetially at 3% rate, repayment date of the
loan with interest was set on September 22, 2031,

Note 9- Inventories

Inventories 31 December 2019 31 December 2018

Materials 3685 1597
Semi-finished products and work-in-process 473 1105
Goods - 676
Total inventories 4 158 3378
Write-down of inventories 575 575

Note 10 — Trade and Other Receivables

Trade and other receivables

31 December 2019

31 December 2018

Trade receivables 79 869 44 752
Write-down of trade receivables 5213 4617
Trade receivables net, including 74 656 40 135
- with repayment period up to 12 months 70614 39 927
- with repayment period up to 12 months 4042 208
Receivables from taxes , subsidies, custom dutiasscial and health

insurance and other benefits 34 32
Other receivables 3296 1311
Write-down of other receivables 6 6
Other receivables net 3290 1305
Total receivables 77 980 41 472
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Trade and other receivables from related entities

31 December 2019

31 December 2018

Trade receivables, including: 34 1562
- from jointly-controlled entities and assoekhtentities 34 1562
Total trade and other receivables from relatedientnet 34 1562
Write-downs of receivables from related entities - -
Total trade receivables and other receivables fromalated entities, 34 1562

gross value

Change in write-downs of trade and other receivables

31 December 2019

31 December 2018

As at the beginning of the period
a) increase (due to)

- provision to receivables
b) decrease (due to)
- payment received

- the use of write-downs created in previousquksr

- resolving of write-downs

Write-downs of current trade receivables and othereceivables at the

end of the period

4623
677

677
81
81

5219

5904
298

298
1579
111
1467

1

4623

In the majority of contractsigned by the Group, time of payment for servicas @stablished in the
range from 14 to 60 days. As at December 31, 20iPas at December 31, 2018 trade receivables
include the security deposits under statutory wdyrafor construction and assembly works
respectively in the amount of PLN 15 197 thousamdiRLN 5 270 thousand.

Trade receivables with time of repayment remainingrom the balance

31 December 2019
sheet date :

31 December 2018

a) up to 1 month 33906 20 596
b) above 1 month up to 3 months 17720 9 966
c) above 3 months up to 6 months 27 483
d) above 6 months up to 1 year 14 959 4508
e) above lyear 3756 3245
f) receivables overdue 9 488 5954
Total receivables from supplies and services (grgss 79 856 44 752
g) write-downs of receivables from supplies andises 5213 4617

74 643 40 135

Total receivables from supplies and services (net)

An age analysis of past due trade receivables (@®) 31 December 2019 31 December 2018

a) up to 1 month 3399 841
b) above 1 month up to 3 months 187 243
¢) above 3 months up to 6 months 257 339
d) above 6 months up to lyear 124 172
e) above lyear 5521 4 359
Total past due receivables from supplies and servis€gross) 9 488 5954
f) write-downs of past due receivables from suppéiad services 5213 4617
Total past due receivables from supplies and servisgnet) 4 275 1337
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Note 11 — Other financial assets

Other financial assets by type :

31 December 2019

31 December 2018

a) other financial assets - security depositstituting security for
guarantees provided by the bank

b) other

Total other financial assets

1383

18
1401

Note 12 — Other assets

Other assets by type :

31 December 2019

31 Decemier 2018

a) prepayments

- cost of property and personal insurance

- software maintenance costs

- subscriptions
- deferred costs
- other

Total other assets

943
290
456

11
136

50
943

1202
411
582
14
121
74

1202

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

Note 13 — Share Capital

SHARE CAPITAL (THE STRUCTURE

Series /| Method of Right to
. - Type of shares | Number of| emission at Registratio| . . 9
Series / emission| Type of share| - coverage dividend (from
preference shares nominal . n date
of capital the date)
value
Founding inscribed 3 votes per 1 share 580 580 cash 23-07-1991] 01-10-1991
Founding inscribed - 6 816 6 816 cash 23-07-1991] 01-10-1991
Founding bearer - 1810 104 1810104 cash 23-07-1991] 01-10-1991
B inscribed - 750 750 cash 29-07-1993 01-01-1993
B bearer bearer - 681 750 681 750 cash 29-07-1993 01-01-1993
C bearer - 435 000 4350000 cash 20-04-1994| 01-01-1994
Total number of
shares 2935 009
Total share capital 2 935 004
Nominal value of 1 share = PLN 1.00
Total number of votes from all shares is 2 936 160.
44
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Change of rights from the issuer's securities

In acordance with information/notification receiviedm shareholders, the Company informs that as at
the date of this statement the following sharehsltield at least 5% of votes at the general meeting

shareholders:

Number of

% of votes in

Number of % of share
Name of the shareholder sh(?r:epsctsw)eld votes held totgc cggtsjer capital
1. Steven Tappan 965 000 965 000 32.87 3.,88
2.. APUSS.A. 311 769 311 769 10.62 10.62
3. Otwarty Fundusz Emerytalny PZU ,Ztota Jésie 284 900 284 900 9.70 9.71
4.  Andrzej Karczykowski 283 391 283 391 9.66 9,66.

On May 9, 2019 the Management Board of PROCHEM $&eAeived information from APUS S.A.
about purchase of 168,646 Issuer's shares. Asult idsthe transaction, the threshold for holding
shares of PROCHEM S.A. was exceeded by over 10¢tedbtal number of votes.

Before the change APUS S.A., held 143,123 Compashegses, which constituted 4.88 % of share
capital and had 143,123 votes from those sharpsgenting 4.87 % of total number of votes at the
General Meeting. After the transaction of purchAs4JS S.A. Holds 311,769 Company's shares,
representing 10.62 % of Company's share capitaddghares entitle to 311,769 votes at the
Company's General Meeting, representing 10.62 fétaf number of votes at the General Meeting.

On 9 May, 2019 the Management Board of PROCHEM &8eived information from ESALIENS
Parasol Fundusz Inwestycyjny Otwarty, ESALIENS 8enFundusz Inwestycyjny Otwarty
(hereinafter ,Fundusze”) about sale of 168 646dss shares.

Before transaction on accounts of ESALIENS Par&soldusz Inwestycyjny Otwarty, ESALIENS
Senior Fundusz Inwestycyjny Otwarty (hereinafteunBusze”) were 168,646 Company's shares,
which constituted 5.75 % of Company's share cagpdtafitling to 168,646 votes from these shares,
representing 5.74% of total number of votes at Caomis General Meeting. Currently, the Funds do
not hold any shares of the Company.

On March 12, 2020 the Management Board of PROCHEM. $feceived information from the
member of the Issuer's Supervisory Board, Mr. Aedikarczykowski about purchase of 81 509
Issuer's shares.

Prior to the change Mr. Andrzej Karczykowski hel@12882 Company's shares, which constituted
6.88 % of share capital and held 201 882 votes fitese shares, representing 6.88 % of total number
of votes at the General Meeting. After transactbpurchase Mr. Andrzej Karczykowski holds 283
391 Company's shares, representing 9.66 % of Coytgpahare capital. These shares entitle to 283
391 votes at the Company's General Meeting, reptiege9.66 % of total number of votes at the
General Meeting.

Note 14 — Revaluation reserve

31 December 2019 31 December 2018

As at opening balance sheet 11789 11521

Foreign exchange translation differences 200

Actuarial losses on valuation of provisions for éoype benefits -57 -181

Revaluation of non-current assets -4 804 310

Other changes - -61

As at closing balance sheet 6 928 11789
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Note 15 - Retained earnings

31 December 2019 31 December 2018
Spare capital 55 489 49 741
Other capital reserve 19764 18 688
Profit (loss) brought forward -1 166 -1136
Profit (loss) of the period 7 866 1923
Total 81 953 69 216

Note 16 — Liabilities under Retirement Benefits

Long-term employee benefits for which provisiong areated include retirement and disability
benefits paid upon termination of employment in reggtion with the employee’s retirement or
disability pension, and jubilee bonuses paid evemears when the employee reaches the required
number of years of service. The rules for gransegerance pay and benefits depend on individual
Remuneration Regulations in force in individual Gamies of the Group.

Provisions for retirement and disability pensioatgity as at December 31, 2019 were determined
using the individual method and at using PUCM methogy required by IAS 19 and using actuarial
techniques. The actuarial assumptions have beeategbdased on the latest historical data of the,
current market data and taking into account chamgeke currency policy of the Group and each
Company. The calculations were based on individiaah on employees as at December 31, 2019,
separately for each Company.

Here below are the averaged values of indicatoteraned on the basis of detailed actuarial
assumptions, which were accepted individual foheasmpany for the calculation of provisions as at
December 31, 2019:

- weighted average rotation ratio: general 7.84%:9%, depends on the Company, including for the
traineeship > 3 years 4.51% - 6.57%, depends oG dingpany

- weighted average probability of death: 0.002882006892 depends on the Company (based on the
tables of the Central Statistical Office GUS PT2018 which were reduced to 40% equally for all
Companies)

- weighted average probability of total disabilify:001378 — 0.003036 depends on the Company
(tables based on the Social Insurance Office ZUse ¢aw for the years 2014 — 2018 personalized
for each Company separately)

- average annual increase in the basis for benetfig8% - 2.13% depending on the obligations llengt
and type of benefit and Company

- fixed interest rate used for discounting depegdin the total length of liabilities due to assesse
benefits, calculated for each company separateltherbasis of an extrapolated profitability curve
determined on the basis of increased by 0.35 pydit&hility of Polish Treasury bonds as of January
3, 2020: 2.48% - 2.55% depends on the Company.

For comparison, the average values of indicatoteraened on the basis of actuarial assumptions,
which were accepted for the calculation of provisias at December 31, 2018:

- weighted average index of rotation: general 5.4788.46%, including for the traineeship > 3 years
4.75% - 4.97%

- weighted average probability of death: 0.0029@006975

- weighted average probability of total disabili®/001256 — 0.004003

- average annual increase in the basis for ben&fi§% - 2.00%

- average interest rate used for discounting: 2.98%25%
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Change in provisions for retirement and disabjgénsion gratuity, and jubilee gratuity

o In 2019 In 2018
Description -
Gratuity Bonuses Total Total
Opening balance for the provision for benefits 990 1217 2 207 2040
Benefits paid during the period (-) -1P9 -315 -444 -274
Interest cost 30 32 62 67
Current employment costs /current write-downs 56 63 119 110
Actuarial loses (gains) 115 188 303 264
Cost of past employment 0 0 0 0
Effects of the sale /acquisition / merger of the
: 0 0 0 0
Companies
Closing balance for provisions for benefits 1062 1185 2 247 2 207
including current provision 124 260 384 445
including non-current provision 938 925 1863 1762
Breakdown of actuarial gains/losses
. In 2019 In 2018
Description -
Gratuity Bonuses Total Total
Actuarial (profits) losses ‘ex post’ 21 96 117 223
Actuarlal(pr_oﬂts) Iosse_s from updating of 26 55 81 -8
demographic assumptions
Actuarlal_(proﬂts)Iosses from updating financial 68 37 105 49
assumptions
Total actuarial (gains) losses 115 188 303 264
Burdens in the period under retirement and didgitpknsion gratuity, and jubilee gratuity
- recognized in profit or loss:
. In 2019 In 2018
Description ;
Gratuity Bonuses Total Total
Current employment cost /current write-down / -56 -63 -119 -110
Interest cost -30 -32 -62 -67
Actua_rlal profits (losses) under other non-current 0 -188 -188 54
benefits
Cost of past employment 0 0 0 0
Total gains (losses) -86 -283 -369 -231
- recognized in other comprehensive income:
Description In 2019 In 2018
Actua_rlal profits (losses) under post-employment 115 210
benefits
Maturity profile of benefits
Period Flows Distribution of provisions
2020 393 384
2021 287 264
2022 164 146
2023 180 144
2024 204 154
> 2025 4 21( 1156
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Total 5438

2248

3 80¢

\S2)

PV / duration

12.95 yearg

Sensitivity analysis of provisions for changes @sib actuarial assumptions.

Sensitivity analysis for the Sensitivity analysis for the Sensitivity analysis for increases in the
interest rate rate of employee rotation basis of benefits
Change in . . . Change in
Increase in Changein | Increasein . o,

percentage - o p percentage | Increase in provisiong

; provisions % provisions :
points points

-1.0% 187 -20% 103 -10% -173
-0.5% 89 -10% 50 -0.5% -89
0.0% 0 0% 0 0.0% 0
0.5% -83 10% -48 0.5% 95
1.0% -160 20% -92 1.0% 198

Note 17 — Other Non-current Liabilities

Other non-current liabilities

- capital unpaid
- security deposits retained
Total non-current liabilities

31 December2019

31 December2018

50
89

139

50
88
138

Note 18- Current Bank Loans

- loans

Information on bank loans contracted

31 December 201¢

1786

Name of the bar | Registered officé  Loan limit

The amount of

Repayment da

aerms of interesCollateral

engagement
By Prochem S.A.
Promissory note in
blank, court pledge on
shares of company
8,000 WIBOR for O/N E'ekéri’\m%ftgégfw
mBank SA Warsaw Lt - 29.11.2020 |deposits in PLN # Y
credit in overdraft margin established on real
estate owned by
company Elpro Sp. z 0.
0. in Krakow
By Elektromonta Krakéw S.A.
WIBOR for 1-
mBank S.A. Warsaw 500 450 28.02.2020 |month deposits i Mortgage
PLN + margin
WIBOR for 1-
ING BANK $laski|  Katowice 2 500 - 19.11.2020 | p’g;?sﬂ: o Hipoteka
margin
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By Atutor Integracja Cyfrowa sp. z 0. 0.

Revolving loan

Granting the bank of a|
power of attorney to

Bank Millenium Warsaw 150 145 inabank | WIBOR lmqnth collect and repay from
S.A. account from| plus margin the account and block
02.08.2016 the funds if the loan is
not repaid on time
By Pro-Inhut sp. z 0. o.
WIBOR for 1-
. . . | BGK Bank guarantee based
ING BankSlaski D;}brpwa 734 734 17.05.2020 mqnth deposits on a portfolio agreement.
S.A. Gornicza in PLN + ) )
) Promissory note in blank.
margin
WIBOR for 1-
‘ . 4 BGK Bank guarantee based
g\lg BankSlaski Soshowiec 400 400 30.07.2020 mo;ﬂ;l_d’\(leaosn_ on a portfolio agreement.
margin Promissory note in blank.
WIBOR for 1-
. . . | BGK Bank guarantee based
ING BankSlaski Sosnowiec 200 57 30.07.2020 mo_nth deposits on a portfolio agreement.
S.A in PLN + ) )
margin Promissory note in blank.

Note 19 — Trade Payables

31 December 2019

31 December 2018

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

- up to 12 months
b) to other entities

- from supplies and services, with maturityiqpe:

- up to 12 months

- above 12 months
Total trade payables

69
69
68

69

6 12
6 12
6 12
155 31614
155 31614
562 30 929
593 685
161 31626

Note 20 — Amounts Owed to Recipients under Non-eumtr Agreements

As at
As at 31 December 2019 31 December 2018
- amounts due from recipients under agreements 22 851 5799
Amounts due from recipients under non-current agreenents 22 851 5 799
As at

As at 31 December 2019

31 December 2018

- amounts owed to recipients under agreememthiding: 42 598 2 863
a) current 30 955
b) non-current 11643

Amounts due from recipients under non-current agreenents 42 598 2 863
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Description 31 De?esmager 2019 31 De?esmager 2018
Value of revenues according to contracts 757 242 308 430
Revenues invoiced 258 278 200 768
Liabilities planned under the implementation of tants 712 831 284 997
Realized contractual liabilities 269 142 198 854
Amounts due from recipients 22 851 5799
Amounts owed to suppliers 42 598 2 863

Note 21 — Other Liabilities

31 December 2019

31 December 2018

a) to other entities 3730 4202
- under taxes, duties, insurance and otherggs 2851 3409
- under remuneration 456 477
- other (by type) 423 316
Liabilities to employees 6 43
Liabilities to shareholders 16 17
other 401 256
b) other non-current provisions 4808 4418
- provisions for costs accrued to the previous yelating to long-term 1883 1550
contracts
- provision for costs 993 885
- cost of audit 63 67
- hon-current provision for retirement benefits 384 445
- provision for unused holiday leaves 1485 1471
Total other liabilities 8 538 8 620
Liabilities under lease agreements
Future minimum Interest Current value Future minimum Interest Current value
payments under lease payments under lease
N In 2019 In 2019 In 2019 In 2018 In 2018 In 2018
Up to one year 351 31 382 305 33 338
From1to5 548 17 565 448 34 482
years
Total 899 48 947 753 67 820

Note 22 — Deferred income

31 December 2019

31 December 2018

- advanced payments and prepayments received - 77
- other 324 324
Deferred income as at the end of the period, includg: 324 401
Non-current liabilities - -
Current liabilities 324 401
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Note 23- Revenues from Sale of Services

Revenues from sale of services (type of service atyge of activity) In 2019 In 2018

- revenues from sale of services, including: 319 203 150 287

- from related entities 1445 13 063
Revenues from sales (territorial structure) In 2019 In 2018
Domestic market 318 363 150 149
- including from related entities 1 445 13063
Exports 840 138

Revenues under contracts for construction servigemeral contracting) and other services are
presented in Note 31. The gross amount due frorerioigl parties/ recipients for the work under the
contracts was presented in Note 11.

Information on major customers, whose total valfieegenues from sales of services exceeds 10% of
the total revenue of the Group in 2019 is incluneNote 31.
Note 24 - Revenues from Sale of Goods and Material

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

activity) In 2019 In 2018
Goods and materials 3820 2 907
Revenues from sale of goods and materials (territial structure) In 2019 In 2018
Domestic market 3820 2 907

Note 25 — Cost of Services Sold

Costs by type In 2019 In 2018
a) amortization and depreciation 5 655 2085
b) consumption of materials and energy 26 911 24 131
c) outsourcing 235530 87 075
d) taxes and levies 508 519
€) remuneration 34 176 32097
f) social security and other benefits 6 491 5994
g) other types of costs (by category) 3630 3 856
- property and personal insurance 767 891

- business trips 1245 1236

- PFRON (State Fund for Rehabilitation of DisdldRersons) 257 203

- car rental 500 850

- other 861 676
Total costs by type 312901 155 757
Change in inventories, goods and accruals and pnegratg 1221 -2 427

General and administrative expenses (negative yalue

Cost of services sold 301 385 140 015
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Note 26 — Other Operating Income

In 2019 In 2018
a) gain on saloe of non-financial non-current asset 1549 172
b) reversal of impairment alowance (due to) 119 128
- for receivables 81 113
- other 38 15
c¢) other, including: 426 4 766
- reimbursement of litigation costs 30 385
- received compensation, fines and penalties 155 407
- other revenues disclosure of held for saletasse - 676
- write off of past due liabilities 4 1871
- revaluation income 93 1396
- other 144 31
Total other operating expenses 2094 5 066
Note 27 — Other operating expenses
In 2019 In 2018
a) a) loss on disposal of non-financial non-curreisess 4 -
b) impairment allowance (for) 390 298
- receivables 390 298
c¢) other, including: 887 1126
- litigation costs 33 99
- impairment of PPE - 106
- paid compensation, fines and penalties 286 16
- net value of the investment property sold - 246
- giving up investment - 377
- other 568 282
Total other operating expenses 1281 1424
Note 28 — Financial income
In 2019 In 2018
a) interest under loan granted 378 377
- from jointly-controlled entities 378 377
b) other interest 121 60
- from other entities 121 60
c) surplus of positive exchange rates 258 39
d) other, including: 1085 209
- revenues under discounted non-current ligdsli 809 205
- revenues from disposal of financial assets 63 -
- other 213 4
Total financial income 1842 685
Note 29 — Finance costs
In 2019 In 2018
a) interest under loans granted 206 190
b) other interest 1111 34
- for other entities 57 34
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- under lease 1054

¢) surplus of negative exchange rate differences - 4
d) other, due to : 760 696
- commission on bank guarantees 368 266
- commission on loans 105 137
- costs under discount of financial assets 207 206
- other costs 60 87
Total finance costs 2077 924

Note 30 — Income tax

Deferred income tax disclosed in the statement of

profit and loss n 2019 In 2018
d_i f(:lggﬁg:g (increase) from arising and revers@mporary 1379 291
Total deferred income tax 1379 291
Establishment of the effective tax rate

(in PLN thousands) In 2019 In 2018
Tax rate 19% 19%
Profit for the period 8 043 1839
Income tax 1658 360
Before tax profit 9701 2199
Income tax at the applicable rate of 19% 1843 418
Tax loss brought forward, which will not be settled - -203
Revenues, not as tax revenues -16 283
Costs not constituting tax deductible expenses 156 8
other -140 -146
Total income tax disclosed in the statement of prdfand 1658 360

loss

Note 31 — Additional Disclosures to the StatemehCash Flows

Operating activities include basic activity andimwver from other operating activity.

Investment activity include turnovers in the scageinvestment in PPE, intangible assets, equity
investments and securities held for trading.

Dividends received are disclosed in cash flows fiomesting 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 -
financial activity. Financial activity include aléimnk loans and borrowings granted and repaid.

Differences between the amounts established diréciin the financial statements and disclosed in
the statement of cash flows, are resulting fromaadfer of individual amounts from operating acivi
to investing activity and financing activity.

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

In 2019 In 2018
Change in current receivables -45 388 -13 956
Receivables as at 1 January 41 472 32014
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Amounts due from recipients under contracts asJanbliary 13691 8415

Other assets as at 1 January 1202 2 466
Receivables under retained security deposits Aslahuary 43 222
Receivables from PPE sold -11 -15
Receivables under income tax 0 -641
Closing balance sheet after adjustments 56 397 42 461
Receivables as at 31 December 77980 41 472
Amounts due from recipients under agreements as@ecember 22922 13691
Other assets as at 31 December 872 1202
Receivables under retained security deposits as@tcember 11 63
Receivables from PPE sold 0 -11
Receivables under income tax 0 0
Closing balance sheet after adjustments 101 785 56 417

Change in current liabilities except for current borrowings and special

funds 79 942 7728
Trade payables as at 1 January 31626 22 426
Other liabilities as at 1January 8 620 8872
Amounts owed to suppliers under contracts as anfiary 2 863 1913
Liabilities under retained security deposits as aanuary 3 569 4592
Provision for current retirement benefits -445 -323
Provisions for annual leaves -1471 -1 382
Provision for audit -67 -71
Provision for current other costs -1 550 -A77
Liabilities under operating lease -480 -276
Liabilities to shareholders -17 -16
Opening balance sheet after adjustments 42 648 35 258
Trade payables as at 30 September 69 161 31626
Amounts owed to recipients under agreements a8 September 42 598 2 863
Other liabilities as at 30 September 8 539 8 958
Liabilities under retained security deposits a3taBeptember 5790 3569
Provision to current retirement benefits -384 -445
Provisions to annual leaves -1 486 -1471
Provisions to audit -63 -67
Provisions to current other costs -1549 -1 550
Liabilities under operating lease 0 -480
Liabilities to shareholders -16 -17
Opening balance sheet after adjustments 122 590 42 986
Change in other adjustments as at balance sheet dat -8 417 -662
Change in deferred income — advances received -8 594 -1271
Other 177 609

Note 32— Operating Segments

Operating segment is a component part of the Group:
- that engages in business activity from which it chtain income and incur expenses,
« whose operating results are regularly reviewedhayliody responsible for making operating
decisions of the Group,
« in case of which a separate financial informatmavailable.
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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 opayatcome.

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 (supengsatong with the project engineer service), ledse
the construction equipment, assembly of electrioatallations, lease of office space, commercial
activity and other activity.

Segment assets include all assets used by a segroasisting 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 gineese based on reasonable weights.

In 2019 revenues from activities achieved by theuds outside Polish borders (Exports) and
recognized in the consolidated statement of paniil loss amounted to PLN 840 thousand, which
constitutes 0.3% of sales revenue. In the analogmr®d of the previous year such revenues
amounted to PLN 138 thousand, which representéd 0flsales revenue.

Information on major customers, which share in $hkes revenue recognized in consolidated profit
and loss account for 2019 exceeded 10% of tet@ues from sale:

Information on major customers, which share in shtes revenue for 2018 exceeded 10% of total
revenues from sale
« Client who deals in the production of chemical naaterials — sales revenue PLN 217 536
thousand, which represents 79.6% of sales revevhieh was shown in the segment ,General
contracting” and ,Design services and other erging services”.
Client who operates in the cultural sector — sage®nue PLN 11 864 thousand, which represents
4.3 % of sales revenue, which was shown in the sagpGeneral contracting”.

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 sales revenue disclas#tkiprofit and loss account was presented in
accordance with country of the seat of the ordepiady.

Note In 2019 In 2018
Poland 318518 150 146
Other countries 840 138
22 319 358 150 287
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Current data

For the period Design services  Rental of

romol0Laols  Senem - adoter consmoion (ESCE Renaol Memenan Comperd  Ohellope  lemerdl  am
t0 31.12.2019 9  engineering  equipment P 9
services

Revenues to customers 232799 38829 1984 37722 4711 287 3820 725 2145 0 323023
Total segment revenues 232 799 38829 1984 37722 4711 287 3820 725 2145 0 323023
result
Profit (loss) of the segment 2001 2516 220 246 986 -39 571 -202 -654 0 5645
Financial income 1931 1931
Finance costs -2 077 -2 077
Net financial revenues -146 -146
Profit sharing in entities valued
under the equity method 3388 3388
Profit (loss) on other operating
activities 813 813
Before tax profit 9701 9701

Income tax 1658 1658
Profit for the current period 8043 8043
Loss assigned to non-controlling
interest 177 177
Profit for the period assigned to
shareholders of parent entity 7 866 7 866
Segment assets (related to activity) 56 543 11 307 556 10 204 24 806 0 0 385 129 0 103 930
Assets unallocated (among others
shares and other financial assets) 155 445 155 446
Total assets 56 543 11 307 556 10 204 24 806 0 0 385 129 155 446 259 375
Liabilities of the segment (related to
activity) 61 469 1792 715 8 468 889 38 0 0 720 86 670 160 761
Equity of the owners of the parent
entity 91 815 91817
Non-controlling interest 6 797 6 797
Total liabilities and equity 61 469 1792 715 8 468 889 38 0 0 720 185 282 259 375
Depreciation of property, plant and
equipment 56 107 68 620 1650 38 0 57 2972 0 5568
Amortization of intangible assets 0 8 0 19 4 0 0 3 53 0 87
Write-down of segment assets
(receivables from supplies and
services) -150 -443 -3 057 -1 392 -151 0 0 0 -26 0 -5219
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Comparative data

Design
In 2018 Generql asn%r\gfheesr C(i\zrt]rtjcl:t(i);n ‘ Electri(_:al R_ental of Maintenan Comn_we_rci Other IT Other Item_s not Total
contracting : : ) installations office space ce al 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¢ 242 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 other operating 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 6 187 570 10681 14102 - 783 998 237 - 60 847
Assets unallocated (among
others shares and other
financial assets) - - - - - - - - - 88931 88931
Total asset: 27 28¢ 6 18 57C 10 68: 14 10: - 78¢ 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 8198 1435 193 149 778
Depreciation of property, plant
and equipment 1016 111 93 599 712 - - 65 238 - 1934
Amortization of intangible
assets - 19 - 19 4 - - 3 116 - 151
Write-down of segment assets - -4279 -3 061 -1 106 -145 - - -26 - -4 617
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Note 33 — Profit per One Share

Net profit per 1 share remaining in trade as aam@# sheet date December 31, 2019 is PLN 2.68; in
2018 profit was PLN 0.66.

Note 34- Profits Sharing and Loss Coverage

Net profit of the Issuer for 2018 in the amountPdfN 1 088 573.12 according to the Resolution No
17 of the Ordinary General Meeting of June 1, 2049 entirely allocated to reserve capital.
Proposed distribution of net profit for 2019

The Management Board of Prochem S.A. proposeddoaa¢ the net profit for 2019 in the amount of
PLN 3 697 951.01 to supplementary capital.

Note 35 - Dividends
The Issuer did not pay dividend for 2018.
Note 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 Note 31 December 2019 31 December 2018
Trade receivables 10 74 656 40 198

Cash 34781 3250

Loans granted 8 18 419 19 090

Other financial assets — Security deposits securind, . 9 866 1332

a bank guarantee 11

Total 137 722 63 870

Financial liabilities

31 December 2019

Categories of financial instruments

Financial liabilities

(in PLN thousands) measured at amortized Total

cost
Classes of financial instruments note
Loans 17 1786 1786
Amounts owed to recipients under 19 22851 22 851
agreements
Trade payables 19 74 951 74 951
Total 99 588 99 588
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31 December 2018

Categories of financial instruments

Financial liabilities
(in PLN thousands) measured at Total
amortized cost

Classes of financial instruments note

Loans 17 7129 7129
Finance lease - 820
Trade payables 18 35195 35195
Total 42 198 43 144

Impairment allowances of financial assets by classeof financial instruments

(in PLN thousands) As at

31 December 2019 31 December 2018
Trade receivables 5213 4617
Total 5213 4617

Impairment allowances of financial assets are ptesein Note 10.

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

36.2. Financial risk management

The Group’s operations are exposed to the follgviimancial risks:
« credit risk;

« liquidity risk;

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

Credit risk

The Group conducting business activities sellsisesvto business entities with deferred paymena, as
result of which there may be a risk of not recaivien payment from contractors for the services
provided. In order to minimize the credit risk, tb@mpany manages the risk through the obligatory
procedure of obtaining collateral.

The assumed period of receivables repayment defatdhe normal course of sales is 14-60 days.
Amounts due from contracting parties are regulantynitored by the financial services. In case of
overdue amounts the procedures of vindication tartesl.

The age analysis of trade receivables, which aeedoe on the end of the reporting period, but seca
of which no impairment occurred, is presented ineNgo. 10.

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

For the improvement of the current liquidity, inder release the receivables, which have been
retained by investors for a proper security ford¢batracts implemented and statutory warrantyter t
construction and assembly works, the Group provilesk guarantee and insurance guarantee as a
part of guarantee lines, which were launched itk purpose.

Credit risk associated with monetary resources witiol bank deposits is considered as low by the
Group.

All entities in which the Group deposits its fre@matary resources operate in the financial sector.
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These include domestic banks and branches of te@fobanks with first class current credibility.
Risk of threatened financial assets is reflectedripairment allowances.

Liquidity risk

Credit risk associated with monetary resources aitidl bank deposits is considered as low by the
Group. The Group is exposed to the liquidity riskulting from the relation of current liabilities t
current assets

As at December 31, 2019 and as at December 31, th@li&dex of ratio of current assets to current
liabilities (current liquidity ratio) was respeatiy 1,23 i 1,24.

Detailed information regarding loans is disclosed\bte 17.

Analysis of maturity of liabilities is in Notes Nosom 15 to 21.

Currency exchange rate risk

Part of contracts of sale of services is conclud#d foreign companies in foreign currencies (EUR,
USD, BYR). In the case of a significant strengtihgndf the domestic currency it may adversely affect
the performance of the Group. Partially, this ilisknitigated in the natural way through the purehas
of equipment and services for the accomplishmenhe$e contracts abroad, as well as through the
purchase of relevant financial instruments.

Exposure to currency risk as at 31 December 2019

Other in Total after

(in PLN thousands) EUR UsbD NOK translation into

PLN

PLN
Financial assets
Receivables from supplies and services 1903 - - - 8 244
Cash 241 63 88 3 1310
Total 2144 63 88 3 9554
Financial liabilities
Trade payables 1293 6 - - 5529
Total 1293 6 - - 5529
Exposure to currency risk as at 31 December 2018

BYR Total after

(in PLN thousands) EUR uUsD NOK translation into
PLN

Financial assets
Trade receivables 50 - - - 215
Amounts owed to recipients under 2306 i i i 9916
agreements
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
Analysis of sensitivity to currency risk as at 3&ember 2019

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

rate

60
Prochem S.A. Capital Group Consolidated financiatements prepared according to International

Financial Reporting Standards endorsed by Europdaion (EU) as at and for the year ended 31
December 2019



EUR/PLN 15% 544 15% -544

USD/PLN 15% 54 15% -54
NOK/PLN 15% 6 15% -6
Total impact 604 -604

Analysis of sensitivity to currency risk as at 3&ember 2018

) 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% 964 15% -964
USD/PLN 15% 32 15% 32
NOK/PLN 15% 6 15% -6
Total impact 1002 -1 002

Exposure to currency risk of revenues and expendasng the reporting period

Revenues in foreign currency achieved in the cogrémthe years 2019 and 2018 were as follows:

Average exchange rate Average exchange
currency revenues for sales expenses rate for purchases
(in PLN thousands) 2019 2018 2019 2018 2019 2018 2019 2018
EUR 8 681 360 4.3061 4.2810 12 764 764  4.3087 4.2361
usD 554 1805 3.7880 3.7324 1472 9 3.9068 3.9862

Analysis of the impact of potential change in eabf financial instruments as at December 31, 2019
on the gross financial result in connection witipdihetical change in foreign currency exchangesrate
in relation to the Polish Zloty/functional currency

The above fluctuations were calculated based otorfgal valatility of particular currencies and
forecasts.

In the reporting period EURO was the main currency.

Hipothetically assuming that if the Polish Zloty akened/strengthened by 1% against EUR,
then revenues in 2019 would increase or decreaseLby 494 thousand and in 2018 by PLN 15
thousand, which would have an impact on beforeptafit, while costs would increase in 2019 by
PLN 608 thousand, and in 2018 by PLN 56 thousand.

The above deviations were calculated on the basistrical fluctuation for particular currenciaad
forecasts.

Sensitivity of financial instruments for currendgk was calculated as the difference between the
initial book value of financial instruments and getential book value at assumed increase/drop in
exchange rates.

For other currencies sensitivity of financial instrents is not material.

Interest rate risk

The Group is exposetd the risk of volatility of cash flows under inést rate resulting from bank
loans based on floating interest rate WIBOR ON f{oight) 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.
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Analysis of financial instruments with floating irgrest rate

WIBOR Fixed rate of interest
. 31 December 31 December 31 December 31 December
(in PLN thousands) 2019 2018 2019 2018
Financial assets
Loans granted 11744 12 314 6 676 6776
Financial liabilities
Loan 1786 7 129 - -

Analysis of sensitivity of cash flows of financiatstruments with floating interest rate on before
tax profit

Fluctuations assumed impact (in PLN thousands)
(in PLN thousans) st Dzeoclegmber 31 %%Cmeber 3lecember 2019 St %%Cmeber
Financial assets
WIBOR +50 base point +50 base point 659 62
Financial liabilities
Loans +50 base point +50 base point. 9) (136)

Note 37 — Related Party Transactions

Related entities include entities controlled aridtjg-controlled entities, as well as those on whibe
Issuer has a significant influence or is a memib&eyp management staff of the Issuer.

Key management staff include Members of the CompaManagement Board and Members of the
Company's Supervisory Board.

In 2019 key management personnel and personsdétateey management personnel, in addition to
remuneration did not conclude other transactiorih thie Issuer and the Companies from the Capital
Group.

Remuneration paid in 2019 in the Issuer's enterpashe Members of the Management Board:

1. Jarostaw S$pniewski PLN 444 thousand
2. Marek Kiersznicki PLN 448 thousand
3. Krzysztof Marczak PLN 401 thousand

Remuneration paid in 2019 in the Issuer's entexpashe Members of the Supervisory Board:

1. Marek Garlhski PLN 72 thousand,
2. Andrzej Karczykowski PLN 60 thousand,
3. Krzysztof Obtoj PLN 60 thousand:
4. Marcin Rdzinski PLN 60 thousand.
5. Karol Zbikowski PLN 60 thousand.

Remuneration paid to the Members of the SuperviBagrd in 2019 for performing the functions in
the Management Boards and the Supervisory Boartteeafompanies from the Capital Group:

1. Jarostaw S$pniewski PLN 80 thousand

2. Krzysztof Marczak PLN 68 thousand

Transactions with affiliated entities, as belowyeveoncluded on market conditions and relate te sal
and purchase of services, among others — of cantistinuand assembly services, and rental servises, a
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well as loans granted mutually.
Guarantees and sureties granted to related eraiegresented in No8sS.

Reporting period
(in PLN thousands.)
from 1 January 2019 to 31 December 2019

. Purchase of ) L .
Sale of services . Financial income — interest on loans
services

Jointly-controlled entities and associated

- 1310 3089 377
entities

The sale of services in its entirety relate to nexas from the jointly-controlled company Irydiom.S
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 2019

Trade and other Receivables under loans

receivables granted Trade payables

Jointly-controlled entities and associated

L 34 18 420 6
entities

Comparative period
(in PLN thousands)

from 1 January 2018 to 31 December 2018

Purchase of

services Financial income — interest on loans

Sale of services

Jointly-controlled entities and associated

. 13 063 3404 377
entities
as at 31 December 2018
. Receivables under
Trade receivables loans granted Trade payables
Jointly-controlled entities and associated entities 1562 19 090 12

Revenues from the sale of services to jointly-calgd entities and associated entities in 2019 and
2018 in its entirety relate to revenues from thiatjg-controlled company Irydion Sp. z 0. 0. in
Warsaw, for the benefit of which is implementedestment task under the name of ,Astrum Biznes
Park” in Warsaw.

In 2019 the costs relate to the rental of officacep

Note 38- Contingent liabilities and Contingent Asseand Other Collateral

Contingent liabilities

Contingent liabilities include bank guarantee ajad 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:
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31December2019 31December 2018

Collateral granted

Bank guarantee of the good performance 51 383 14 192
Guarantee of reimbursement of advance payment 7 869 11 400
Guarantee of payment 1050 -
Tender guarantee - 250
Total collateral granted 60 302 25 842

Contingent liabilities
Surety concerning bills of exchange issued by slidsi Pro-Inhut Sp.

z 0.0. seated in 4browa Gornicza for the benefit of an investor to - 247
secure the claims concerning good performance

Surety for the loan in the Group 36 975 -
Total collateral granted and contingent liabilities 97 277 26 089

Contingent assets
Contingent assets of the Group are bank guaraofeds good performance, which as at balance-

sheet day amount to:

Collateral received

31 December 2019 31 December 2018
Bank guarantee of good performance 8 738 16 865
Bill of exchange guarantees securing the termseottmtract 1777 450
Total contingent assets 10 515 17 315

Note 39 — Information on Significant Proceedings Reing before the Court

Did not occur.
Note 40- Events after Reporting Date

On the activity of the Prochem S.A. Capital Group2020 the macroeconomic environment of the
Company will have a significant impact, in parteulthe condition of the Polish economy will
significantly affect the decisions of potentialetits of the Prochem S.A. Capital Group (in parécul
industrial companies) about starting of new invesits.

The company's portfolio of orders allows to asstina the financial results in 2020 will continue to
improve.

At the end of 2019, news from China about the cavons appeared for the first time. In the first
months of 2020, the virus spread around the wanhdi, its negative impact gained momentum. The
Management Board of Prochem S.A. considers thimtsitn to be an event that does not result in
adjustments to the financial statements for 201®,am event after the balance sheet date. Although
this situation is still changing at the time of poétion of these financial statements, so far the
companies from the Capital Group have not notecedticeable impact on the sales or supply chain,
but no future effects can be predicted. In conoectiith this, the contracts of individual companies
from the Group were reviewed. On this basis andhenbasis of declarations of customers, the
Management Boards of the companies from the Grtated that currently implemented orders are
not threatened and are expected to be completetordance with the signed contracts.

The Management Boards of the companies from thehermn S.A. Capital Group with particular
attention monitors the current situation and, i€essary, is prepared to take appropriate actions to
adapt its potential to new conditions in order ftigate any negative effects on the entity.

In reference with the recommendation sent by tife®©0bf the Polish Financial Supervision Authority
on March 12, 2020, the Management Board of the riedemtity informs that as at the date of
submitting this report it has not completed thelitptive and quantitative analysis of the scope in
which SARSCoV-2 / COVID 19 coronavirus may havei@pact on future financial position and
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financial results achieved in future.
Note 41 — Other Explanatory Information to the Fimeial 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 firainstatements, the following members of the
Management Board and Supervisory Board hold stediesochem S.A.

- Jarostaw Sfpniewski — 68,383 units;

- Marek Kiersznicki — 59,474 units;

- Krzysztof Marczak — 36,908 units;

- Marek Garlaski — 83,996 units;

- Andrzej Karczykowski — 283,391 units;
The nominal value of 1 share is PLN 1.

Note 42- Approval of the Financial Statements

Consolidated Financial statements of the Procheln Gapital Group for 2019 were approved for
issue by the Management Board of the Parent Emtitépril 24, 2020.

Signatures of the Members of the Management Board

, : . President of the
24 April 2020 Jarostaw Sfpniewski Management Board  ...............el

date First name and surname position signature

24 April 2020 Marek Kiersznicki Vice President of the
Management Board  ...............e

date First name and surname position signature

. Vice President of the
24 April 2020 Krzysztof Marczak Management Board  ...............

date First name and surname position signature

Signature of the person responsible for bookkeeping

24 April 2020 Barbara Augscinska-Sawicka  Chief Accountant

date First name and surname position signature
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