CONSOLIDATED FINANCIAL STATEMENTS OF PROCHEM S.A.
CAPITAL GROUP

As at and for the period ended 31 December 2015

PROCHEM S.A.
Powazkowska 44C Street
01-797 Warsaw

Prochem SA. Capital Group 1
Consolidated financial statements prepared in accordance with International Financial Reporting Standards

adopted by EU and as at and for the period ended 31December 2015



Table of content to the consolidated financial staments of
PROCHEM S.A. Capital Group

Consolidated financial statements of PROCHEM S.ACapital Group

1. Statement of financial position
2. Profit and loss account
3. Statement of comprehensive income
4. Statement of changes in equity
5. Statement of cash flows
Notes on adopted accounting principles (policy) andther explanatory notes

1. Explanatory notes to the financial statements
2. Other explanatory information to the financial staents

Prochem SA. Capital Group 2
Consolidated financial statements prepared in accordance with International Financial Reporting Standards
adopted by EU and as at and for the period ended 31December 2015



Consolidated financial statements of PROCHEM S.Aafiital Group
prepared as at and for the year ended 31 Decend®d5

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

'\,‘\l";e 31 December 2015 31 December 2014
Assets
Non-current assets
Property, plant and equipment 1 23814 25238
Intangible assets 2 508 190
Investment properties 3 11 960 32 960
Shares 4 830 830
Shares valued using the equity method 5 (0/9740) 25136
Deferred tax assets 6 2716 1998
Other financial assets 7 17 955 13 609
Total non-current assets 81 783 99 961
Current assets
Inventories 8 7071 4 483
Trade and other receivables 9 83 991 66 534
Other financial assets 10 2 799 11 209
Other assets 11 15 197 13 544
Cash and cash equivalents 23 505 6 606
Total current assets 132 653 102 376
Total assets 214 436 202 337
Equity and liabilities
Equity
Share capital 12 3895 3895
Revaluation reserve 13 11584 11973
Retained earnings 14 100 878 97 568
Owners’ equity 116 357 113 436
Non-controlling interest 8 738 9243
Total equity 125 095 122 679
Non-current liabilities
Provision for deferred income tax 6 2883 2 656
Provision for retirement and similar benefits 15 1854 1985
Deferred income 21 - 1867
Other non-current liabilities 16 416 376
Total non-current liabilities 5153 6 884
Current liabilities
Current bank loans 17 11772 14 050
Current borrowings 18 - 60
Trade payables 19 51451 31229
Liabilities under current income tax 1447 407
Other liabilities 20 8 142 7 809
Deferred income 21 11 376 19 219
Total current liabilities 84 188 72774
Total liabilities 89 341 79 658
Total equity and liabilities 214 436 202 337
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Consolidated profit and loss account

(all amounts in PLN thousands if not stated otheevi
Note

No. in 2015 in 2014
Revenues from sales, including : 266 443 176 048
Revenues from sale of services 22 257 799 166 370
Revenues from sale of goods and materials 23 6448 9678
Cost of sales, including : -241 214 -153 158
Cost of services sold 24 -233 573 -144 309
Cost of merchandise and raw materials -7 641 -8 849
Gross profit on sale 25229 22 890
General and administrative expenses -15574 -16 209
Other operating income 25 1533 1496
Other operating expenses 26 -1 636 -2 305
Results from operating activities 9 552 5872
Financial income 27 961 582
Profit on disposal of shares in subsidiaries 190 -
Finance costs 28 -2 860 -2 657
Profit sharing in entities valued using the equitythod -1136 1166
Before tax profit 6 707 4963
Income tax : 29 2553 1685
- current tax 2954 1879
- deferred tax -401 -194
Profit for the period 4154 3278
Profit for the period assigned to:
Shareholders of Parent Entity 4 432 3751
Non-controlling interest -278 -473
Weighted average number of ordinary shares (units) 3895 000 3895 000
Profit (loss) per one ordinary share (in PLN peaarsh assigned
to owners of Parent Entity 1.14 0.96
Statement of comprehensive income
Profit for the period 4154 3278
Other comprehensive income net -411 603
Other comprehensive income that will be reclassifiedprofit
and loss under certain conditions: 376 744
Revaluation of property, plant and equipment 9 623
Deferreo! tax on revaluation of revaluation of pmopeplant i -108
and equipment
zgrrgla?dn exchange translation differences of th&yeoperating -385 299
Other compr.ehensive income that will not be recldiesl to 35 141
profit or loss:
Actuarial losses on valuation of provisions for ¢éoype
benefits -39 174
Income tax on other comprehensive income 4 33
Total comprehensive income 3743 3881
Total comprehensive income assigned to :
Shareholders of Parent Entity 4023 4292
Non-controlling interest -280 -411
Weighted average number of ordinary shares (units.) 3895 000 3895 000
Total comprehensive income per ordinary share [(iN Per one 110
share) assigned to owners of Parent Entity 1.03
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Consolidated statement of changes in equity

(all amounts in PLN thousands if not stated otlszyv

Equity
Revaluation Retained assignedto - Equity assigne d . Revaluation
) shareholders to non-controlling Total equity
reserve earnings . reserve
of parent interest
entity
in 2015
As at the beginning of the period 3895 11 973 97 568 113 436 9243 122 679
Net profit (loss) of the given period - - 4432 4432 -278 4154
Net other comprehensive income - -409 - -409 -2 -411
Total comprehensive income - -409 4432 4023 -280 3743
Payment of dividend - - -1 363 -1 363 -11 -1374
Repurchase of own shares for
redemption (Elektromonta— change - 18 60 78 -102 -24
in the structure of participation
Other changes —among others sale of 2 181 183 112 7
shares in subsidiaries
As at the end of the period 3895 11584 100 878 116 357 8738 125 095
ngty Equity assigned
- - assigned to .
Revaluatio  Retained to non- . Revaluation
) shareholders . Total equity
n reserve earnings of parent controlling reserve
pa interest
entity
in 2014
As at the beginning of the period 3895 10 954 92 573 107 422 12 337 119 759
Net profit (loss) of the given period - - 3751 3751 -473 3278
Net other comprehensive income - 541 - 541 62 603
Total comprehensive income - 541 3751 4292 -411 3881
Payment of dividend - - - - -30 -30
Acquisition of shares in the companies e
Elektromonta Krakéw S.A. and - 408 968 1376 -2 098 =722
Prochem Zachéd sp. z 0.0.
Repurchase of own shares for
redemption (Elektromonta— change - 95 348 443 -525 -82
in the structure of participation
Other changes —among others sale of ) 25 72 97 30 127
shares in subsidiaries
As at the end of the period 3895 11973 97 568 113 436 9243 122 679
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Consolidated statement of cash flows
(all amounts in PLN thousands if not stated othegv

Note

No. in 2015 in 2014
Cash flows — operating activities
Before tax profit 6 707 4963
Total adjustments 6 554 -5 708
Share in net profit of entities valued using thaiggmethod 1136 -1 166
Amortisation and depreciation 24 2440 2 336
Interest and profit sharing (dividends) 235 375
(Profit) loss on disposal of property, plant andipment 70 -177
Loss on investing activities 4130 417
Change in provisions 149 332
Change in inventories -2 588 4479
Change in receivables 31 -15 404 -14 338
Change in current liabilities, except for loans Godrowings 31 21 556 5446
Other adjustments (including changes in deferredrire) -5 029 -3412
Cash provided by (used in) operating activities 263 -745
Income tax paid 2 408 2060
Net cash provided by (used in) operating activities 10 853 -2 805
Cash flows — investing activities
Proceeds 12 567 586
afggﬁér?tf F|)r::)apnegr|tt;lle assets, property, plantesgipment and 11 759 348
Proceeds from financial assets, including: 808 238
a) in related entities - 211
- disposal of financial assets - 211
b) in other entities 808 27
- disposal of financial assets 566 -
- repayment of a loan 226 -
- other proceeds from financial assets 16 27
Outflows -2 005 -8 297
Acquisition of intangible assets and property pamd equipment -1705 -1 575
For financial assets, including: -300 -6 722
a) in related entities - -6 722
- acquisition of financial assets - =722
- loans granted -300 -6 000
Net cash provided by (used in) investing activite 10562 -7 711
Cash flows — financing activities
Inflows 9 020 9816
Bank loan 9 002 9771
Other financial proceeds 18 45
Outflows -13 446 -943
Dividend paid -1398 -112
Repayment of bank loans -11 280 -193
Repayment of borrowings received -60 -
Payment of liabilities under finance lease agregmen -62 -64
Interest and commission paid -628 -549
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Other financial outflows

-18 -25
Net cash provided by (used in) financing activities -4 426 -8 873
Total cash flows, net 16 989 -1 643
Net increase/(decrease) in cash and cash equisalent 16 989 -1 643
Cash and cash equivalents at the beginning of theepod 6 606 8 249
Cas_h_ and cash equivalents disclosed in the statenierf financial 23595 6 606
position
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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 ,ProchemCompany”, ,lssuer” or ,Parent
Company”) seated in Warsaw, 44C Ralowska Street. The company is registered in thiohk
Court Register (KRS) by the District Court for t@apital City Warsaw, XIl Commercial Department
of the National Court Register under KRS number00a®753. Principal activity according to Polish
Business Classification (PKD 2007) determines syntdd2Z — engineering activities and related
technical consulting. According to Warsaw Stock liamge classification PROCHEM belongs to
construction sector. PROCHEM S.A. is a Parent Compaf the Capital Group and prepares a
separate consolidated financial statements. PROCISEM was established through transformation
of a state-owned enterprise under the name of dBiebéorstwo Projektowania | Realizacji Inwestyciji
Przemystu Chemicznego ,Prochem”. The notarial deedi Company’s Articles of Association were
signed on 1 October 1991. Duration of the Comparnniimited.

In 2013 the Company commenced implementation ogstment project , Turnkey construction of
system for the production of highly purified pamaffoils, lubricant and cooling greases and pattern
material with the expansion of power complex in d@e$”. Therefore, for the period of
implementation of the project the Representatioic®fvas established. Time limit for the activity o
the Representation Office is restricted, i.e. BQiDuly 2016.

2. The Management Board and the Supervisory authoritis of the Issuer

As at the date of preparation hereby financialestants the Management Board of PROCHEM S.A.
comprises of:

Jarostaw Sipniewski - President of the Management Board

Marek Kiersznicki - Vice President of the hM@ement Board

Krzysztof Marczak - Vice President of the Mgament Board

As at the date of preparation hereby financiakstants the Supervisory Board comprises of:
* Marek Garlhski - Chairman
e Steven Tappan — Vice Chairman
« Andrzej Karczykowski
e Krzysztof Obtoj
*  Wiestaw Kiepiel

3. Employment

In 2015 average employment was 459 FTEs, and id 808 FTEs. Level of employment in persons
as at 31December 2015 was 48, and as at 31 Decefibei24.

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

PROCHEM S.A. Capital Group (hereinafter referrechso,Capital Group”, ,Group”), in addition to
the data of the Parent Company comprises the follpgubsidiaries directly and indirectly:
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Subsidiaries covered by full consolidation:

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

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

* Pro-Organika Sp. z 0. 0. seated in Warsaw — swrgidirectly (91.4%);

« PREDOM Sp. z 0. 0. seated in Wroctaw — subsidiadirectly (81.1% of share in capital and
profit, 71.4% of votes);

* Prochem Zachdéd Sp. z o. 0. seated in Stubice +dabsdirectly (80.0%);

* ELPRO Sp. z 0. 0. Krakow — subsidiary indirectlB.@, including 77.6% in the 50% share of
Elektromonta Krakéw);

« Elmont Inwestycje Sp. z 0. 0. Krakow — subsidiangirectly (88.8%, including 77.6% in the
50% share of Elektromontarakéw);

» Elektromonta Krakow S.A. — subsidiary indirectly (77.6%), indlng 65.8% of the capital and
votes belongs to Prochem Inwestycje subsidiary0ioPd. ElektromontaKrakéw S.A. prepares
consolidated financial statements, which contaiat df the subsidiary in 100%: ELMONT-
POMIARY Sp. z 0. 0. seated in Krakéw and two aEged companies ELPRO Sp. z 0. 0. and
Elmont-Inwestycje Sp. z 0. 0.;

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

* ATUTOR Integracja Cyfrowa Sp. z 0. 0. seated in ¥dar — subsidiary indirectly (87.3% of
share belongs directly to Prochem Inwestycje Sp.az  100% subsidiary);

e Prochem RPI Sp. z 0. 0. seated in Warsaw — salgidirectly and indirectly in 100%;

Jointly controlled entities and associates valugdaithe equity method:

* ITEL Sp. z 0. 0. seated in Gdynia — 42.0% sharer@p®f votes and capital belongs directly to
Prochem S.A., and 23.3% belongs to RPI $p.az subsidiary in 100%);
e Irydion Sp. z 0. 0. seated in Warsaw — 50% ofeshar

Consolidated subsidiaries were included in the clofsted financial statements from the date of
acquiring control until the date of loss of contlgl the parent company, and the jointly-controlled
entities and the associates from the date of estegciof joint control and of exertion of signifidan
influence.

Predom Projektowanie Sp. z 0. 0. was excluded fronsolidation. The company has not commenced
activities.

In the twelve months of 2015 the subsidiary Elmkionta Krakow S.A. has repurchased 1 050 of
own shares for redemption for the total amountldfl R4 thousand. As a result of share buyback for
redemption by the company Elektromankxrakow SA the structure of the shareholding haanged.
The share of the Parent Company increased by Oe3éemtage point.

5. Adopted accounting policies
Principles of presentation

The consolidated financial statements of PROCHEM. Sor the period from 1 January to 31
December 2015 and analogous period of the compayaialr was prepared according to International
Accounting Standards and International Financiapdréng Standards, which were adopted by
European Union (EU) and were effective as at 31lebdxer 2015. The scope of separate financial
statements is compliant with Minister of Financeg&®ation of 19 February 2009 on current and
periodic information provided by issuers of sedesitand conditions for recognition as equivalent
required by the law of a non-Member State (Officldurnal no. 33, item 259 with further
amendments).

Prochem SA. Capital Group 9
Consolidated financial statements prepared in accordance with International Financial Reporting Standards
adopted by EU and as at and for the period ended 31December 2015



Presented consolidated financial statements arglemh with all requirements of IFRS adopted by
EU and present true and fair view of the finahp@sition of the Group as at 31 December 2015 and
comparable data as at 31 December 2014, as webksadts of operations for the year ended 31
December 2015 and comparable data for the yeade&8td®ecember 2014.

The consolidated financial statements of PROCHEM. &s at 31 December 2015 was prepared
assuming that the Group will continue to operate aming concern in foreseeable future and it is
stated that there is no evidence indicating thatl$suer and entities from Capital Group will bet
able to continue its operations as a going concern.

The financial statements were prepared based gprith@ple of the historical cost, apart from:
e land, building and constructions measured at rechiimount,
« investment property (land), investment propertyarrabnstruction measured at fair value.

Operational activities of the Issuer and of the panies belonging to the Capital Group neither have
seasonal character nor are subject to cyclicatlreexcept for the segment of the general contrgcti
and rental of construction equipment, which areaattarized by seasonality, which in large extent is
caused by the weather conditions. Weather conditimve an impact on the volume of the revenue
generated in these segments. Lower revenues asvedtduring the winter season, when the weather
conditions do not allow for execution of some camsion work.

The consolidated financial statements of PROCHEM &r 2015 includes the data of the Office of
Representation of PROCHEM, that operates on théamsr of Belarus. The Representation Office
shall keep accounts according to the law in foncBélarus, and here also is calculated and shakto
paid the income tax from the legal entities.

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

PROCHEM S.A. is the Parent Entity in the Capitab®. The consolidated financial statements are
available on thevww.prochem.com.pl

Changes in accounting estimates and accounting pigls

The preparation of financial statements under IE&pted by EU requires using certain accounting
estimates and adoption of assumptions concerningefevents. Items of the financial statements set
under the estimation are subject to verificationii€umstances being base of estimates are changing
or as a result of obtaining new information or odgressing course of events or of acquiring greater
experience. In preparing the separate financiéistants were applied the same accounting principles
and the same calculation methods which were appli¢ide financial statements of PROCHEM S.A.
for the year ended 31 December 2014.

Accounting estimates
Information about the adopted assumptions and tainges relating to estimates made, are included
in the following notes:
* Note 1 — Property, plant and equipment: the kesumptions used in the prognosis of
discounted cash flows;
« Note 15 — Liabilities for retirement benefits: kagtuarial assumptions;
* Note 39 — Information on significant proceedingadiag before the court.
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New standards, interpretations and changes in pshid IFRS

A number of new standards, amendments to standaisnterpretations not yet effective for annual
periods ended 31 December 2015 and have not bedadm the financial statements.

Standards and Interpretations which were adoptetthd¥EU, but not yet effective for annual periods
ended 31 December 2015, and the Standards andrktsgions, which are waiting for approval:

Effective from ..(in

Standard Amendments the EU)
IFRS 9 Financial Change_s in the_scop_e of_ classification and valoati the exist_ing
instruments (with categories of flna_nC|aI instruments replaced by tegtegories: 1 January 2018
dat measured at amortized cost and at fair value. Qiiguiig the hedging
updates) accounting.
1 January 2016
(The European
IFRS 14 Regulatory The recognition, measurement and disclosureRdgulatory Deferral ~ Commission has
Deferral Accounts Accounts taken a decision not
approving of the
trangtional standard
in anticipation of an
adequate standard
Standard applies to all contracts with customecggix those that fall
IFRS 15 Revenue from jithin the scope of other IFRSs (i.e. leasesuriance contracts and
Contracts with Financial instruments). 1 January 2018
Customers IFRS 15 clarifies and unifies the principles fecagnizing revenue
from contracts with customers.
Amendments to IFRS  Guidelines regarding the sale or contribution se#sby the investor
. - 1 January 2016
10 and IAS 28 to associated company or joint venture.
Amendments to IFRS  Clarification of the provisions concerning the rgaition of 1 January 2016
10, IFRS 12 and IAS 28 investment entities in consolidation. y
Amendments to I1AS 1 Amendments concerning required disclosures in thwanéial 1 January 2016

statements.

Amendments to IAS 16 Clarificgitipn of standards that the method§ of rizagion and

depreciation cannot be based on revenues whideasrated through 1 January 2016
and IAS 38

the use of the asset.

IFRS 16 Leases Provides guidance on the lease, it eliminates iy distinction

between operating lease and financial lease. 1 January 2019

Amendments to IAS 27 The application of the equity method in the separfihancial 1 January 2016
statements

Amendments to 7 Presentat!on_ Qf d|scl_osures enabllln.g assgss_memfgfrjges in the 1 January 2017
value of liabilities which arose within the fimgal activities.

Amendments to IAS 12 Disclosure of deferred tax assets from unrealiasses. 1 January 2017
A set of amendments concerning:

) IFRS 5 — changes in the method of sale;

Annual improvements  |FRS 7 — regulations on contracts of service aadiie of standards in

to IFRSs ( 2012-2014  the interim financial statements; 1 January 2016

cycle) IAS 19 — the discount rate; regional market issue;
IAS 34 — additional guidelines on disclosures i@ iiterim financial
report

PROCHEM S.A. Capital Group will apply new mentiorsabve standards, and changes in standards
and interpretations of IFRS published by InternaicAccounting Standards Committee, that are not
effective as at the day of approval for the publiaof the financial statements in accordance with

their effective date.
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The impact of new regulations on future separatedincial statements

The new IFRS 9 Financial Instruments introducesl&mental changes in classification, presentation
and measurement of financial instruments. At thte d&preparation of these financial statements, th
Company is currently analyzing the impact of thevretandard. The entity does not expect that the
standard will have a significant impact on sepafiagncial statements.

The new IFRS 15 aims to unify the rules determirimgpme (except for specific regulated revenues
in other IFRS / IAS) and to indicate the scopeeaafuired disclosures. Analysis of the impact of the
standard on the Company's future financial statésriemot yet complete.

Other standards and their changes should not haigndicant impact on future financial statements
of PROCHEM S.A. Changes in IFRS standards andpreg&tions, which came into effect from 1
January 2015 until the day of approval for the maltion of the separate financial statements had no
material impact on these financial statements.

Transactions in foreign currencies

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

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

Functional currency and presentation currency ofrfancial statements

The consolidated financial statements is presemtdeblish Zlotys (‘zloty’ or ‘PLN’) which is the
functional currency and presentation currency.

The financial result and financial position of tRepresentation Office are translated using the
following procedures:
« the assets and liabilities shall be translatadti@tlosing rate as at the date of statement of
financial position,
* revenues and expenses are translated at thegavexahange rate, and
» arisen exchange differences are recogrizttke statement of comprehensive income.

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

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

e the data of subsidiaries were recognized in fir@nsiatements 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

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

2. The subsidiaries are entities controlled by theeRarEntity. The financial statements of
subsidiaries are included in the consolidated fiterstatements from the date of the obtaining
the control until the date of its cessation.
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10.

11.

12.

Accounting policies applied by subsidiaries haverbaligned with the principles adopted by the
Group.
Goodwill of subsidiaries represents the surplughefpurchase price of financial assets acquired
by the parent company over the fair value of thieassets of the subsidiary, in proportion to the
acquired share in the entity’s equity. Negativedyaitl of subsidiaries is the surplus of the fair
value of the net assets of the subsidiary abov@tinehase price of financial assets borne by the
parent company, in proportion to the acquired siatbe equity of this entity. As at the date of
acquisition of subsidiary and associated comparbta{oing of control), assets, equity and
liabilities and contingent liabilities of a subsidy are measured at fair value.
In case of cessation of the control (e.g. in Weneof sale) the Group ceases to recognize assets
and liabilities of the subsidiary, non-controllimgerest and remaining components of the capitals
related to the subsidiary. Any surplus or deficisiag from the loss of control is recognized in
profit or loss of the current period. If the Growgpains any interests in the former subsidiaryy the
are subsequently measured at fair value as attieeofl the cessation of the control.
Shares of non-controlling interests are disclogeabsigned value, even if it results in arisingof
negative balance of non-controlling interests.
The Group of PROCHEM S.A. treats the transactiorih whe non-controlling interests as
transactions with external entities.
Gains or losses arising from the sale of sharesoto-controlling interests are recognized in
equity.
As associated entities are considered such entitieghich PROCHEM has between 20% and
50% of the total number of votes in the decisivelibs or otherwise may exercise substantial
influence over their financial and operating pagi As the jointly-controlled entities are
considered such the entities in which PROCHEM &@lds 50% of the total voting rights in the
decisive bodies.
Investments in associates and jointly controlledaacounted for using the equity method and are
initially recognized at cost. Share in profit orssoof the associate or jointly-controlled is
recognized in profit and loss account. If the sharlbsses of an associate or jointly controlled
equals or exceeds its interest of PROCHEM S.A. t@h@iroup in this entity, the Group does not
recognize further losses, unless it is obliged. edlized gains between the Group and the
associate are eliminated to the level of the Geounpérest in such entity.
The purchase price of shares in associated conmgpan#ibject to adjustments by any changes in
the fair value of the net assets, which are atisible to the value of the share held, from the
moment of purchase until the date of the finansiatements, as well as effects of a stated
impairment.
At preparing the consolidated financial statemeshizll be done the following adjustments and
exemptions:
* In the scope of exemptions:
1. shares with the equity held by the parent companthe moment of obtaining control of
subsidiaries,
2. mutual receivables and liabilities and other setélets of a similar nature of consolidated
entities,
3. income and expenses from mutual buying and sedipegations in the capital group,
4. dividends accrued or paid by the subsidiaries ® plarent company, and to other
consolidated entities.
* Inthe scope of adjustments:
1. gains or losses arising as a result of economis#etions between consolidated entities.
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Property, plant and equipment and intangible assets

Property, plant and equipment are presented inrdanoe with IAS 16.

Property, plant and equipment include fixed asaetsexpenditures 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 Group.

Expenditures on property, plant and equipment ghelincurred investment expenditures as well as
incurred expenses on future supply of machineryjpggent and services relating to production of
PPE (transferred advance payments).

PPE are initially stated at cost. Measurement aftegal recognition:

* land, buildings and construction are carried aahgsd amount, being its fair value at the date
of revaluation, set by experts, less any subsecaemimulated depreciation and subsequent
accumulated impairment losses.

e Other PPE are carried at their cost increased Issiple improvement costs, less any
accumulated depreciation and any accumulated imeair losses.

Increase in value resulting from the revaluatiodaofd, buildings and constructions is recognized in
other comprehensive income and accumulated in @otaunt in equity-Revaluation reserve, as
revaluation surplus unless it represents the ravefsa revaluation decrease previously recogniaed
the profit and loss account. A decrease in valigngr as a result of a revaluation of land, buiggin
and constructions is recognized as cost of theogetd the extent that it exceeds any amount
previously credited to the revaluation surplus tretpto the same asset and recognized in other
comprehensive income. A decrease resulting fronaluesion included in other comprehensive
income decreases the amount of total surplus grfeim the revaluation recognized in the equity.

Value of PPE designated to liquidation, that aréhevawn from use as a result of the change of
technology or other reasons, is being revalued hyesdown. Write-down is recognized in other
operating costs.

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

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

Profit and loss on sale of PPE are set by comgdhia revenue from sales with the carrying amount
of the given component of fixed assets and receghiiz the consolidated profit and loss account. PPE
are subject to depreciation since they are availdsluse. Depreciation allowances on fixed asaets
provided by systematic, scheduled allocation ofitlitéeal value over the established useful lifetio
component. A straight line depreciation methodpigliad.

In the consolidated financial statements fordhirent period and comparative periods the follawin
useful lives are used by the Group for PPE:

» Buildings and constructions 10-40 years
« Machinery and equipment 5-12 years

« Vehicles 5 years

+ Tools, devices, movables and equipping 5-10 years.

The applied useful lives, depreciation methodsvandfied at the end of each reporting year and,
when necessary, adjusted in the current and iresuiesit periods.

Own land is not subject to depreciation.

PPE in-progress, which are arising for the condlofeerating activity, as well as for purposes rait y
identified, are presented in the financial stateiiahtheir cost less recognized impairment losEes.
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manufacturing cost comprises all fees and borrowirgjs capitalized in accordance with the applied
accounting principles.

PPE are subject to the impairment tests if premisesmpairment exist, in addition, for PPE in-
progress in the period of the realization, possilnigairment is determined at each balance sheet da
The effects of the impairment are recognized ireotperating costs.

The component of intangible assets is measuredsitiess any accumulated amortization and any
accumulated impairment losses.

Intangible assets, except for the goodwill, arexpeimortized. Amortization allowances of intangible
assets are made through systematic and planmmedtidin of the initial value in the establishedfuke
life of the component. A straight- line method efdeciation is applied.

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

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

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

Investment properties

Investment property is a property (land or a baddor part of a building, or both), which the Group
treats as a source of rental income or maintaiestalthe increase in value, or in order to berfedin

both of them, and the investment property :

. is not used in operating activities,

. is not offered for sale in the ordinary courseilmfestment 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 in ¢fiegmd loss account.

Investment properties are initially measured atcibst, including transaction costs. After initial
recognition, investment properties are measurddiatvalue as defined in the fair value model and
IFRS 13 Fair Value Measurement. The method of valnas obligatory to all investment properties
unless some investment properties cannot be meblyrhis method - then the cost approach method
is applied until the moment of sale of the investtrgroperty.

Profit or loss from changes in the fair value @& ghroperty is recognized in the result for thaqzbm
which the change occurred.

The change in classification, i.e. the transfeortérom investment properties should be done amly
case of change in use, e.g.:
» commencement of use by the owner - a transfer frm@stment property to property, plant
and equipment,
* completion of use by the owner - the transfer flIRE to investment properties,
» commencement of adaptation of investment propemyaf sale - transfer from investment
properties to inventories,
» transfer of the property to a third party under aperating lease - for a transfer from
inventories to investment property.
Cost of an investment property which is transfine property, plant and equipment or inventories
represents its fair value at the date of changesén
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The difference between the fair value and the aagrgmount, which arose at the time of the transf
to investment properties measured at fair value:
« PPE-is accounted for as a revaluation in accoelaith IAS 16,
* inventories - is recognized as profit/loss for pleeiod,
« completion of the construction or adaptation in osaope of investment property - as the
profit/loss for the period.

The fair value according to IFRS 13 it is the pribat would be received to sell an asset or paid to
transfer a liability in an orderly transaction betm market participants at the measurement date.
terms between market participants at the measutedsa. Measurement of fair value refers to a
specific asset. Therefore, at measurement avdliile should be taken into account the charadtayist
of the asset, if market participants would consgilgh characteristics when determining the price of
the asset at the measurement date. These chasticsdriclude, for example:

- condition and location,

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

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

Fair value measurement is based on the 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 maximisesntbunt that would be received to sell the asset
by the seller of the asset, after taking into aot®@nsaction costs and transport costs.

The standard requires the classification of faluganeasurements depending on the inputs obtained
for the purposes of valuation in accordance wighftllowing hierarchy:

» Level 1: inputs are quoted prices in active market identical assets or liabilities that the
entity can access at the measurement date

« Level 2: inputs are inputs other than quoted mapkites included within Level 1 that are
observable for the asset or liability, either dikgor indirectly.

e Level 3: unobservable inputs.

IFRS 13 requires disclosures in financial statemene scope of required disclosures depends on the
category of fair value measurement (i.e. whethey included in the financial statements or ie th
notes only) and the level of the fair value hiehgrevithin which the fair value measurements are
categorised.

Disclosures resulting from IFRS 13 concerning Yailue model relate to:

* Reconciliation of fair value at the beginning oktperiod and its value at the end of the
period.

« Alevel from the three levels of fair value lasshy. For investment properties, it will be a
level 2 or 3 for which it is required:

- disclosure of the amount of transfer betweenl$efte reasons for those transfers and the
policy applied by the Group for determining whestsuch a change in levels has occurred),

- description of applied valuation techniques amlts,

- in case of the change in the valuation techniquesd in the fair value measurement,

disclosure of such a change and the reasons fangakch a change.

» If the highest and best use of a non-financial tadiffers from its current use, an entity shall
disclose that fact and why the non-financial agséting used in a manner that differs from
its highest and best use.

* Information enabling reconciliation of classes sfets and liabilities, which were disclosed
at the separate levels of the fair value hierargttly the line items presented in the statement
of financial position.

Measurement of fair value of the entity's investty@operty 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 oft@up are located.
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In justified cases, investment properties whosaesahanges by at least 10%, are valued in each year
Lease
The Group as the lessee

Lease, by which substantially all the risks andawls incidental to ownership of an asset fallhto t
Company PROCHEM S.A. constitutes the financialde@ssets under this lease are measured in the
financial statements at the lower amount of fixechmencement of use: fair value or present value of
minimum lease payments. Each lease payment isadhiitto the part constituting the liability and the
financial part. The liability is presented in thalance-sheet in the position ,Other liabilitiesith

the division into the short-term part (payable opohe year) and long term (payable in the period
longer than one year). Finance costs are recogmizéte profit and loss account. Principles of the
amortization and depreciation of assets being gesubf the financial lease and the principles of
determining impairment allowances by assets und&@nte lease are consistent with principles
applied for the Company’s assets. PPE held undselagreements are depreciated over the economic
life of assets. Straight-line method of deprecrai®used.

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

The Group as the lessor

Lease agreements, such as rent agreements acctwdwigch the Company retains substantially all
the risks and all rewards resulting from havingeaskd object, are classified as operating lease.
Leasing costs are recognized in current costs vitidleme from the leased object are recognized in
income 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
assets).
Capitalization of borrowing costs commences when:

1. borrowing costs are incurred,

2. expenditures are incurred for the asset,

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

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

Current assets

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

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

Stock of goods and materials slowly-rotating isexed by the write-down set by individual evaluation
of the net realizable value as at the balance stzget

The cost of inventories shall be shall be assidnedsing the first-in, first out (FIFO) method.
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Write-downs concerning inventory and their revessake recognized in the other operating expenses
and revenues.

Loans granted- arisewhen the entity is transferring financial meansedily to the debtor, not
intending to enter the receivable into trade. Tamy classified as current assets, provided theitiat
their maturity does not exceed 12 months from thiarice sheet day. Loans with the maturity date
exceeding 12 months starting from the balancetdteseare classified as non-current assets. Loans
are initially recognized at their fair value. Theeasurement of loans after initial recognition ts a
amortized cost, using the effective interest rag¢hwmd, less impairment losses.

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

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

Non-current assets held- for- sale

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

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

« an active program to locate a buyer is initiated,

- an asset is available for immediate sale,

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

+ itis unlikely that the sales plan will be sign#ialy changed.

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

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

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

1. measured at fair value through profit or loss,

2. held-to-maturity investments,

3. loans and receivables,

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

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

. is a part of portfolio of determined financiaktruments jointly managed and for which there
is evidence of a recent actual pattéshort-term profits, or

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

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

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

Measurement of financial assets at fair value

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

derivatives being assets and available-for-salanttial assets, without reduction by the transactio

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

Fair value of financial assets is measured asvislio

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

. for debt instruments unquoted on the active mdskeed on the discounted cash flows analysis,

for futures derivatives (forward) and swap consdised on discounted cash flows analysis.

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

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

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

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

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

Measurement of financial liabilities at fair value

The Group measures financial liabilities classif\mdmeasured at fair value through profit or lass (
particular including derivatives which are not lgeinedging instruments), as at the last day of the
reporting period or at any time after the initi@tognition at fair value. Irrespective of the matand
purpose of the acquisition, the Group, at theahitecognition, classifies selected financial ligileis

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

fair value of the obligation is based on the curailing price for instruments quoted on the\axti
market.

In the absence of an active market, the fair vafdeancial liabilities is determined by:
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. the use of recent market transactions condudtedtly between the well knowledgeable,
willing parties, or

. reference to the current fair value of anothstriment that is almost the same, or

. discounted cash flows analysis.

Measurement of other financial liabilities at amared cost

The Group measures other financial liabilities adocw to amortized cost using the effective insére
rate method.

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

. the amount determined according to the principfesluation of reserves,

. initial value less, when appropriate, accumulategreciation allowances.

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

If exist objective premises of an impairment offisaand other receivables as well as of investments
held to maturity, which are measured at amortizest, chen the Group shall recognize an impairment
loss in the amount of the difference between tlsetascarrying amount and the present value of the
estimated future cash flows discounted at using dtiginal effective interest rate of a financial
instrument.

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

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

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

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

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

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

Provisions -are established in the justified, credibly assessdde. Provisions are created in when
the Group is obligated (legal or customary)whicsutes from past events and when it is probabld, tha
fulfilling of this duty will result in the necedgiof the outflow of financial means, and is possitine
credible estimation of the amount of obligation.
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Employee benefits -the Group pays the contributions to the obligatatirement benefit plan,
depending on the amount of gross wages, whichaigl ip accordance with the applicable laws. The
Group has no other retirement benefit plans. Ineorb determine the present value of future
obligations relating to retirement benefits and te&ated current cost of employment is applied
actuarial valuation method.

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

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

Provisions for retirement gratuities is recognizedhe profit or loss account, except for actuarial
gains and losses arising from changes in the aatumssumptions (including those resulting from
changes in the discount rate) as well as the aatutjustments ex-post, which are recognized én th
statement of comprehensive income.

Equity
Equity is recognized in the accounting books byetyim accordance with legal regulations and the
Articles of Association of the Company. Equity indés:
» Share capital — shown in the nominal value of s#seéd and registered shares.
» Revaluation reserve includes:
- the revaluation difference between the fair valod the purchase price, less deferred tax
among others of buildings and structures, and Vaimich are measured at fair value,
- capital arisen from the foreign exchange diffess— from translation of the foreign
operations of Representation Office,
- gains and losses actuarial resulting from trengls in actuarial assumptions (including
those due to change in discount rate).
» Retained earnings, which include:

0 Spare capital, which is created from the surplusesale 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

0 Reserve capital which arose from the profit alledab equity.

o0 Undistributed profit/loss brought forward and ptgéiss)of the current year,

0 Advance payments paid on account of dividends.

Revenues from saldaclude the fair value of revenues from sale ofisers, goods and materials
Revenues from the contracts for construction sesvifgeneral contracting) and the design and
engineering services are determined in proportotiné degree of completion of the service. Degree
of completion of the service is measured by theesbh&costs incurred from the date of the contract
the date of recognition of income in the total aufsthe execution of service.

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

Revenues from sale of goods and materials is rémegrin the profit and loss account when the
Company has transferred to the buyer the significamards of right of ownership to these assets and
ceased to be permanently involved in managemetiitechssets transferred, and does not exercise the
effective control over them.

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

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

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

Provision to deferred income tax is recognized gisive liability method, on transitional differences
between the tax bases of assets and liabilitiesttagid carrying amounts in the financial statements
Deferred income tax is determined using tax rates &re actually applicable as at the balance sheet
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date. Transitional differences relate to differer@asurement of assets and liabilities for tax psgpo

and balance sheet purposes.

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

Deferred tax assets are recognized separately tawrtosses which can be possible to deduct in the
next years.

6. Explanatory notes to consolidated financial statem#s as at and for the year
ended 31 December 2015

Note No. 1 — Property, plant and equipment

31 December 2015

31 December 2014

Property, plant and equipment, including: 23779 25222
- land 4732 4841
- buildings, premises and civil engineeringeait$ 16 486 17 280
- machinery and equipment 906 1090
- vehicles 807 1081
- other fixed assets 848 930
Construction under progress 35 16
Total property, plant and equipment 23814 25238

PPE - ownership structure

31 December 2015

31 December 2014

a) own
11 030 11735
b) used under rental, lease or other agreemetiding : 12 784 13503
- lease 442 834
- rental and lease 11790 12 117
- value of the right of perpetual usufruct 552 552
Total value of balance sheet items of property, pta and equipment 23814 25238

The Group, pursuant to an agreement dated 23 00 RBases property consisting of 3 buildings with
a total area of 6 227.5%on a plot of 3 311 focated in Warsaw at Emilia Plater Street No. 48 a
Hoza No. 76/78. The duration of the contract, fromdhage of its conclusion, 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 Decergb&b,remained at the level of valuation on 31
December 2014 which was set based on valuation dmadedependent experts not associated with
the Group. The experts have the right qualificatiom carry out valuations of land, buildings and
structures, as well as the current experience ah s@luations, which are carried out in locations
where there are assets of the Company.

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

Method of valuation The key, unobservable inputs Theelationship between the key,
unobservable inputs, and the fair
value

The comparative approach using the *  The average transaction The estimated fair value of real estate

would be increased (or would be
reduced), if:

* the average transaction price for

method of the adjusted, average price: The
model is based on determining of the
average transaction price of 1 m2 on the

price per 1 m2.
* Attractiveness of the locatio
and neighborhood.
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basis of a representative sample of the | «
transactions, which were concluded. The
average price was adjusted for weight of
characteristics of the market: the

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

Area and shape of the plot
Designation

Legal status

Access to the plot.

the m2 was higher (was lower)

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

D

=

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

Discount rates adjusted for
the risk: 7%

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

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

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

=

There was no change in a valuation technique dihegyear.

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

values as at 31 December 2015

Fair value as at 31December 2014  Fair value as at 31December|
The Group (in PLN thousands) 2015 (in PLN thousands)
Level 3 Level 3
Land, including right of perpetual usufruct 4841 73R
Buildings and constructions 17 280 16 486
Total 22121 21218

Property, plant and equipment
described in Note 18.
Change in PPE in 2015

Land,

covered by the mgeigavhich hedges the repayment of loans, as

including Buildings, . i
the right of premises, Machinery ) Other Construction Total
and civil and Vehicles under
perpetual engineering equipment PPE progress PPE
usufruct of obiects
land !
Gross value
As at 1 January 2015 5563 25 402 5038 3498 4493 18 44012
Increase (due to) - 310 425 344 185 19 1283
- acquisition - 310 425 344 185 19 1283
Decrease (due to) - - -479 -1 092 -69 - -1 640
- disposal of PPE - - - -221 - - -221
- liquidation of PPE - - -19 - -7 - -26
- other changes including non-current assets of
subsidiary sold ) ) -460 871 62 - 1393
As at 31 December 2015 5563 25712 4984 2750 4 609 37 43655
Depreciation and impairment
dAS at 1 January 2015 - accumulated 722 8122 3948 2417 3563 2 18774
epreciation
- increase — depreciation for the period 109 1104 566 331 185 - 2295
- decrease due to disposal of PPE - - - -221 -2 - -223
- decrease due to liquidation of PPE - - -19 - -3 - -22
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Other changes, including depreciation of non-

current assets of subsidiary sold ) ) 417 -584 18 . -983
h p?te a1 December 2015 - accumulated 831 9226 4078 1943 3761 2 19841
Net value of PPE as at 31 December 2015 4732 16486 906 807 848 35 23814
Comparative data
Change in PPE in 2014

Land, g ings,

including remises, Machiner Construction

the right of F21nd civil ’ and Y Vehicles Other under Total
perpetual ) ) - PPE PPE
usufruct of  €ngineering equipment progress
objects
land

Gross value
As at 1 January 2014 5491 23214 6 297 3288 4251 72 42613
Increase (due to) 123 2188 480 703 503 - 3997
- purchase - - 480 703 452 - 1635
- other changes, |nqlud|ng revaluation of non- 123 2188 ) ) 51 ) 2362
current assets at fair value
Decrease (due to) -51 - -1739 -493 -261 -54 -2598
- disposal of PPE - - -7 -489 -4 - -500
- liguidation of PPE - - -1732 -8 -253 - -1993
- other changes -51 - - 4 -4 -54 -105
As at 31 December 2014 5563 25402 5038 3498 4493 18 44012
Depreciation and impairment
dAzp"’;gii ;Sgﬁaw 2014 —accumulated 617 5580 4867 2620 3583 2 17269
- increase — depreciation for the period 105 905 626 276 241 - 2153
- decrease due to disposal of PPE - - -2 -475 -7 - -484
- decrease due to liquidation of PPE - - -1544 -8 -254 - -1 806
- other changes, including revaluation of non-
current assets at fair value ) 1637 ! 4 ) ) 1642
o p?tegét%icember 2014 —accumulated 722 8122 3948 2417 3563 2 18774
Net value of PPE as at 31 December 2014 4841 17 280 1090 1081 930 16 25238
Note No. 2 — Intangible assets 31 December 2015 31 December 2014
Acquired concessions, patents, licenses and siasksets (including 508 190
computer software)
Total intangible assets 508 190
Intangible assets — structure of ownership
own 508 190
Total intangible assets 508 190

Change in intangible assets in 2015
Acquired concessions,
patents, licenses and similar

. A Total intangible assets
assets including computer

software
Gross value
As at 1 January 2015 3226 3 226
Increase (due to) 465 465
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- acquisition 465 465
Decrease (due to) -245 -245
- liquidation -245 -245
As at 31 December 2015 3446 3446
Amortization and impairment

As at 1 January 2015 - accumulated amortization 836 3036
Amortization for the period (due to) -98 -98
- increase (amortization calculated) 145 145
- decrease due to liquidation -243 -243
As at 31 December 2015 - accumulated amortization 2938 2938
Net intangible assets as at 31 December 2015 508 508

Comparative data
Changes in intangible assets in 2014

Acquired concessions,
patents, licenses and similar
assets including computer

Total intangible assets

software

Gross value

As at 1 January 2014 4122 4122
Increase (due to) 70 70
- acquisition 70 190
Decrease (due to) -966 -966
- liguidation -966 -966
As at 31 December 2014 3226 3226
Amortisation and impairment

As at 1 January 2014 — accumulated amortisation 2 3882
Amortisation for the period (due to) -786 -786
- increase (calculated amortisation) 180 180
- decrease due to disposal -966 -966
As at 31 December 2014 - accumulated amortisation 3036 3036
Net intangible assets as at 31 December 2014 190 190

Note No. 3 — Investment properties

Construction in-progress
Buildings and constructions
Land

Total investment properties

31 December2015
1122

6 148

4 690

11 960

31 December2014

9125
6 594
17 241
32 960

Investment properties by type

Change in investment
properties in

Change in investment
properties in

2015 2014
Investment properties - land
As at opening balance sheet 17 241 17 533
- net increase due to revaluation to fair value - -292
- decrease, including disposal -12 551 -
As at closing balance sheet 4 690 17 241
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Investment properties in-progress

As at opening balance sheet 9125 9478
- change due to: -8 003 -
a) disposal -8 003 -
b) revaluation at fair value - -353
Total change -8 003 -353
As at closing balance sheet 1122 9125
Investment properties - buildings and constructios

As at opening balance sheet 6 594 6 592
- change due to: - -
a) revaluation at fair value - 2
b) increase due to acquisition 298 -
c) disposal -744 -
Total change -446 2
As at closing balance sheet 6 148 6 594
Total investment properties 11 960 32960

In 2015, the Group sold an investment property wiscsituated in Krakow for the price PLN 16 378
thousand (4 000 thousands of EUR) and commidggsithe amount of PLN 4 263 thousand (1 000
thousand of EUR), which will be paid by the Buygion receipt of a replacing building permit.
Details of this transaction are as follows:

(in PLN thousands)

Payment in cash 16 378
Deferred proceeds from the sale (Note No. 7- Otheeivables received in 4263
March 2016)

Total 20 641

Fair value of investment properties on 31 Decendfdi5 was disclosed on the level of fair value on
31 December 2014, which was set based on valuatiate by independent experts not associated
with the Group. The experts have the right qualifans to carry out valuations of investment
properties, as well as the current experience @i s@luations, which are carried out in locations
where there are assets of the Group. Methods ohtiah and key unobservable data are presented in
table as below:

Method of valuation The key, unobservable inputs The relationship between the
key, unobservable inputs, and

the fair value

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

The average transaction price|
per 1 m2.

Attractiveness of the location
and neighborhood.

Area and shape of the plot
Designation

Legal status
Access to the plot.

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

* the average transaction pric
for the m2 was higher (was
lower)

Discounted cash flowss The model of
measurement is based on the present valu
future net cash flows that will be generated fr
the real estate taking into account: the level
lease of a space and periods with no rents.

e of

bm
Qf

The

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

Discount rates adjusted for the
risk: 7% -7.5%.

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

* Level of lease of space was
higher (was lower);
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expected net cash flows are discounted thro|
discount rates, which take the risk into account.
Other factors considered in the average rent,
which was adopted per square meter are:
attractiveness of the location, technical conditjon
of building, the standard and the functionality |of
the building, the possibilities of the access, and
parking spaces..

Periods with no rents: lack. * Discount rates adjusted for
the risk were higher (were

lower);

* Periods with no rents were
shorter (longer).

There was no change in a valuation technique dihegyear.

Details concerning investment properties, as weihformation about the hierarchy of fair values as
at 31 December 2015

Fair value (in PLN thousands)
The Group
31 December 2015 31 December 2014
Level 3 Level 3
Land, including right of perpetual usufruct 4690 7M1
Buildings and constructions 7270 15719
Total 11 960 32 960

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

Note No. 4 - Shares

Shares 31 December 2015 31 December 2014
In other entities 830 830
Net shares 830 830
write-downs of financial fixed assets - -
Gross value of shares 830 830

Change in shares

31 December 2015

31 December 2014

a) as at the beginning of the period 830 843
b) decrease due to sale - -13
¢) as at the end of the period 830 830

Note No. 5 — Shares in entities valued using thelggmethod

Shares in associated entities

31 December 2015

31 December 2014

Shares — net value 24 000 25136
Write-downs of shares 400 2073
Gross value of shares 24 400 27 209

Change in shares valued using the equity method

31 December 2015

31 December 2014

As at the beginning of the period 25136 23970

- shares at cost 25136 23970
Increase (due to) -1136 1166

- Share in the result of the current year -1136 1166
As at the end of the period, net value 24 000 25 136
Write-down 400 2073
As at the end of the period, gross value 24 400 27 209
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Zmiana stanu odpiséw aktualizupcych wartosé akcji i udziatow w jednostkach

wycenianych metod praw wiasncci 31 December 2015 31 December 2014

As at the beginning of the period 2073 2073
Decrease in write-down -2 073 -
As at the end of the period - 2073

On 14 April 2015 pursuant to the sale agreememtGloup sold 12 290 shares in TEOMA Spéika
Akcyjna in liquidation. The total sale price was aePLN 122.90.

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

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

Group exercises joint control along with the shaféer Look Finansowanie Inwestycji Lukasiewicz

i Wspalnicy spoétka jawna (hereinafter Look), 5@%ares for each partner. Each of the partners has
two representatives in the Supervisory Board.
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Shares in subsidiaries

Ite
m . .
No. a b c d e f g h i j K
COﬂSO!IdatIOH metho Date of Participation
applied/valuation L ; |
Type of relationship using the equity a;:qwsmclx) in tgta f
Name of the ) (subsidiary, jointly method, or an of contro Value of Total The Percentage 0] numbero
) | Registered , . . L joint control . : share capital | votes at the
company and its legq - Scope of company’s activitig controlled entity or indication that the shares at| revaluation carrying .
office . . . Y . /and of the . held directly General
form associate, details of direq entity is not subject t exertion of cost adjustments | value of and indirectl Assembl
and indirect relationship)| consolidation/valuatif ="~ .. shares Y ) y
. significant (directly and
on under the equity| = —
influence indirectly)
method
PROCHEM Consultancy on business ang
1 | INWESTYCJE Warsaw y subsidiary full 22 Junel99 2999 - 2999 100.0% 100.0%
management
Sp.zo.o.
Construction designing, urban (Iggr';egnsugrsé%ﬁ?r/n
2 | PREDOM Sp. zo.0.| Wroctaw | planning, process Inwes?ycjg $p.20.0 full 19July2002 764 - 764 81.1% 69.4%
engineering holds 75% of capital)
Construction designing, urban Indirect subsidiary
3 PRO-INHUT Daibrc_Jwa planning, process (company Prochem full 4 October 63 ) 63 93.2% 93.2%
Sp.z o.o0. Gornicza enginesrin Inwestycje sp. z 0.0. holds 2001
9 9 93.2% of shares)
4 EEOZ_SEGANIKA Warsaw Commercial activity subsidiary full 28 Juaed 320 160 160 91.4% 91.4%
Marketing activities,
PROCHEM construction works, design -~ 18March ) o o
5 ZACHOD Sp. zo.0. Warsaw services, commercial activity subsidiary full 1998 1061 1061 80.0% 80.0%
and forwarding
Indirect subsidiary 10
ELEKTROMONTAZ . Assembly of electrical (company Prochem B o o
6 KRAKOW S.A*) Krakow installations and equipment | Inwestycje Sp. z 0.0. holds full Dezcgcr)riber 14725 14725 77.6% 71.3%
65.5% of shares)
ELMONT Indirect subsidiary
7 | INWESTYCJE sp.| Krakow Developer’s activity (Elektromonta Krakéw full 5 April 2007 9 050 - 9 050 88.8% 88.8%
Z 0.0. S.A. holds 50% of shares)
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Development and sale of real Indirect subsidiary
estates and rental of ( Prochem Inwestycje Sp. 17 April
8 | ELPRO sp. z 0.0. | Krakow properties on own account, z 0. 0. holds 50%, full 200p2 3234 - 3234 88.8% 888%
management of non- Elektromonta Krakéw
residential real estates S.A. holds 50% shares)
Development and sale of real subsitli?grlr?gtrochem
9 | IRYD sp. zo.0. Warsaw | estates and rental of ry full 13 July 2000 150 150 - 100.0% 100.0%
) Inwestycje Sp. z 0. 0.
properties on own account holds 100% shares)
ATUTOR Production and sale of . .
INTEGRACJA computer software, computer Indirect subsidiary 28
10 CYFROWA S Warsaw svstem inte ration, T (company Prochem full September 308 - 308 87.3% 87.3%
p. YSte 9 ' Inwestycje holds 87.3%) 2000
Z 0.0. services
subsidiary (company
11 EFZOCHEM RPI | warsaw Developer's activity Pr%d:)e”r:o'lré";’%sgy;{/i Sfp' r full 8 April 1998 513 - 513 100.0% 100.0%
shares)
: Indirect subsidiary .
12 glmont Pomiary Krakow Developer’s activity (Elektromonta Krakéw full 2(;0A0p4rll 190 - 190 77.6% 77.6%
p.z0.0. S.A. holds 100% shares
PREDOM Indirect subsidiary Not subiect to
13 | PROJEKTOWANIE | Wroctaw Design services (company PKI Predom Sp. consoliéation 1 May 2002 53 53 - 81.0% 69.3%
Sp. z 0.0%) Z0.0.)
* the share in capital and votes, is presented upompletion of the redemption procedure of shares ghtiback by ElektromontaKrakéw S.A. with the aim of redemption
** the company has not commenced activities
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Shares in subsidiaries - continuation

a b c d e F

Entity’s equity, including:

Entity’s liabilities and provisions t¢ Entity’s trade and other receivables,

Ite Other equity, including: liabilities, including: including: Total
m Name of the compan Own | Revaluatio Total entity's | o enues
No pany Share shares | n capital Profit assets
capital (negative (l0ss) Net Non- Non- from sales
value) brought profit curent current current current
forward (loss)
1 ngfC;COHEM INWESTYCIE | 7910|3000 - 4910 -| 2117] 21125) 19265) 1860 17| - 17 29035 4408
2 | P.K.LPREDOM Sp. z 0.0. 9691 600 - 6050 3041 - 304 2552 1746 806 2048 - 2048 12 243 4908
3 | PRO-INHUT Sp. z 0 .0. 895 53 - - 842 - 75 1425 22 1403 1719 - 1719 2320 2933
4 | PRO-ORGANIKA S.A. 595 350 - - 245 - 85 1420 - 1420 1200 - 1200 2015 4 364
5 EEOCHEM ZACHOD Sp.z| 4 g3g 1600 - -] 239 - 51 37 - 37 - - - 1876 -
ELEKTROMONTAZ
6 KRAKOW S.A %) 22843 1269 - 7270 14304 - 264 11 650 1304 10 346 8884 - 8884 34493 35835
7 EIBMONT INWESTYCJE sp. 2 7 464 8 000 - -536 - -686 1636 653 983 5246 - 5246 9100 0
8 | ELPRO sp. z 0.0. 4010 3290 - 720 - 7 368 353 15 24 - 24 4378 196
9 | IRYD Sp. z o.0. -18 150 - -333 -327 -6 208 - 208 11 - 11 25 -
10 | ATUTOR Sp. z 0.0. 20b 355 - -150 -169 19 389 10 379 460 - 460 594 940
11 | PROCHEM RPI Sp. z 0.0. 446 600 - -154 -149 -5 1 - 1 2 - 2 447 -
12 | Elmont Pomiary Sp. z 0.0. the company consolidated by Elektromantaakéw S.A. - financial data of the company arduded in financial statements of Elektromaritaakow S.A.
13 PREDOM PROJEKTOWANIE Not subject to consolidation

Sp.zo.0.

* data from the consolidated financial statements@Blektromonta; Krakow S.A. Capital Group, presented upon elimiiat of the profits of the associates, which are irett subsidiaries of the
Parent Company.
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Shares in entities valued using the equity method

Item No. a b c d e f g h i i k
Type of relationship Consolidation Date of Value Percentage Participation
(subsidiary, jointly method acquisition of of share capitq| in total number
controlled entity or applied of control / | shares held of
associate, details of joint control | at cost Total votes at
Scope of the Company| direct and indirect /and of the revaluation the General
Name of the compan| Registered officq activities relationship) exertion of adjustmentg The carrying| Assembly
and its legal form significant value
influence of shares
Other electrical 13
1 ITEL Sp. z 0.0. Gdynia . - associated The equity methodSeptember 708 400 308 42.0% 42.0%
installations 2005
The equity method
(change in the
structure of
2 | IRYDION Sp.zo.0. | Warsaw rental of own real sty Jointly-controlled | Shareholding from| 24 March |y 5o51 4503 50.0% 50.0%
a subsidiary for a 2000
jointly-controlled
entity as from
3April 2013)
Shares in entities valued using the equity methodontinuation
ltem
No. a c d e f
Total
Company’s equity, including: Liabilities and provisions to liabilities, includin Receivables, including: )
Name of the company entity's
Revenues
from sales
. Non-current . Non-current Current
Net profit (loss) liabilities Current liabilities receivables | receivables assets
1 ITEL Sp. z 0.0. 110 -516 1443 48 1395 1455 - 1455 2551 5596
2 IRYDION Sp. z 0.0. 47 07 -1 838* 77673 67 859 9814 1728 - 1728 124 747 -
*) The result after consolidation adjustments.
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Note No. 6 — Settlement of deferred income tax
- deferred tax assets

Change in deferred tax assets 31 Decembeg015 31DecembeR014

%ha[l)r?gﬁarlrfgsﬁi((f;\)?(s)ﬁ:soralso;;ts)the beginning of thefod, recognized in 6 051 5708

a) recognized in financial results 6 000 5690

- provisions to costs 627 448

- write-down of receivables 1045 860

- unpaid remuneration under contracts of mandatespecific task 37 52
contracts

- deferred income 2204 980

- interest on loan 647 543

- provision for retirement benefit 395 406

- provision for holiday benefits 266 241

- deferred tax on write-down of financial asset 5 977

- unpaid employee benefits 61 147

- write-down of inventories 54 54

- tax loss 300 649

- other, including exchange differences 359 333

b) recognized in equity 51 18

- provision to retirement benefit 51 17

- provisions for costs and revaluation of reabies - 1

2. Increase 3697 3154

a) recognized in financial result 3693 3120

- provisions to costs 289 262

- write-down of receivables - 190

- unpaid remuneration under contracts of manaatespecific task 32 37
contracts

- deferred income 842 2029

- interest on loan 72 117

- provision for retirement benefit 30 3

- provision for holiday benefits 70 76

- unpaid employee benefits - 61

- provision for tax loss 1255 6

- other, including exchange differences 1103 339

b) recognized in equity 4 34

- provision to retirement benefit 4 34

3. Decrease 4 086 2811

a) recognized in financial result 4 086 2810

- the use of provision for costs 624 83

- write-down of receivables 3 5

- paid remuneration under contracts of mandadlespecific task 37 52
contracts

- deferred income 2204 805

- interest on loan 429 13

- the use of provision for retirement benefit 16 14

- the use of provision for holiday benefits 58 51

- paid employee benefits 61 147

- the use of the asset for tax loss 296 355

- deferred tax on write-down of financial assets - 972
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- other, including exchange differences 358 313
b) recognized in equity - 1
- provisions for costs and revaluation of reabies - 1
4. Total deferred tax assets as at the end of thenpmd, including: 5662 6051
a) recognized in financial result 5 607 6 000
- provisions for costs 292 627
- write-down of receivables 1042 1045
- unpaid remuneration under contracts of manaatespecific task 32 37
contracts
- deferred income 842 2204
- interest on loan 290 647
- provision for retirement benefit 409 395
- provision for holiday benefits 278 266
- unpaid employee benefits 1 61
- tax loss 1259 300
- deferred tax on write down of financial assets 5 5
- write-down of inventories 54 54
- other, including exchange differences 1103 339
b) recognized in equity 55 51
- provision for retirement benefit 55 51
- provision to deferred income tax
i1n.cll3ur(<j)i\:]|gsll:on to deferred income tax at the beginnip of the period, 6 709 6513
a) recognized in financial result 4751 4611
- interest accrued on loan 558 398
- revaluation of non-current financial assets 136 136
- accrued income from uncompleted service 1670 1561
- the diffe_re_nce between the installment of tperating Ieas_e, and the 6 6
depreciation of the leased non-current ageebgnized in costs
- revaluation of non-financial investments 1785 1864
- surplus of balance sheet amortization overatarrtization 472 381
- other 124 265
b) recognized in equity 1958 1902
- revaluation of property, plant and equipmerfaatvalue 1958 1902
2. Increase 2752 2790
?e) r;%%c;gp;z;?f;rrlef:;zgcial result for the period, die to positive 2 752 2723
- interest accrued on loan 137 170
- accrued income from uncompleted service 1320 2 439
- the diffe_re_nce between the installment of tperating Ieas_e, and the i 1
depreciation of the leased non-current ageebgnized in costs
- revaluation of non-financial investments 341 11
- the difference between tax amortization anduhed sheet amortization 92 91
- revenues from the sale of non-financial assaikstevenues of next 809 i
period
- other 53 11
Prochem SA. Capital Group 34

Consolidated financial statements prepared in accordance with International Financial Reporting Standards

adopted by EU and as at and for the period ended 31December 2015



b) recognized in equity due to positive temporary ifferences - 67
- revaluation of property, plant and equipmerfaatvalue - 52
- revaluation of non-financial investments - 15

3. Decrease 3632 2594

?e)nrqci)c;c;gp;z;?feirr\efri]réaer;cial result of the period dugo positive 3623 2583
- interest on loan paid 205 10
- accrued income from uncompleted service 1670 2330
- the diffe.re.nce between the installment of tperating Ieas.e, and the 6 1

depreciation of the leased non-current ageebgnized in costs
- the use of revaluation of non-financial investits 1630 90
- other 112 152

b) recognized in equity due to positive temporary ifferences 9 11
- revaluation of non-financial investments 9 11

4. Total provision to deferred income tax at the enaf the period 5 829 6 709

a) recognized in financial result 3880 4751
- interest accrued on loan 490 558
- revaluation of non-current financial assets 136 136
- accrued income from uncompleted service 1320 1670
- the difference between the installment ofdperating lease, and the i 6

depreciation of the leased non-current ageebgnized in costs
- revaluation of non-financial investments 496 1785
- surplus of balance sheet amortization overataortization 564 472
- revenues from the sale of non-financial assaksrevenues of next 809 i
period
- other 65 124

b) recognized in equity 1949 1958

- revaluation of property, plant and equipmerfaa value 1949 1958

Deferred tax assets
Provision to deferred income tax
Provision to deferred income tax

31 DecembeR015

5662
-5 829
-167

31 December2014

6 051
-6 709
-658

Presentation in the statement of financial position

Deferred tax assets
Provision to deferred income tax
Provision to deferred income tax

31 December 201¢

2716
-2 883
-167

31 December 201

1998
-2 656
-658

Note No. 7 — Other non-current financial assets

Other financial assets

31 DecembeR015

31 December2014

a) from jointly-controlled entities 17 955 11525
- loans 17 955 11525
b) other non-current financial assets — discalitiie security deposit
constituting the collateral of a bank guaranteeeohbursement of - 2084
advance payment
Total other financial assets 17 955 13 609
Prochem SA. Capital Group 35

Consolidated financial statements prepared in accordance with International Financial Reporting Standards

adopted by EU and as at and for the period ended 31December 2015



Loans granted as at 31 December 2015
« Loans granted to jointly-controlled company IrydiBp. z 0. 0. seated in Warsaw:
- in the amount of PLN 11 720 thousand, includiagrount of the loan PLN 11 000 thousand,
accrued interest PLN 720 thousand. The interestisaset annually according to WIBOR 6M,
loan repayment date with interest on 22 Septemd@t ;2
- in the amount of PLN 6 235 thousand, includiagount of the loan PLN 6 000 thousand,
accrued interest PLN 235 thousand. The interest isatset annually at 3% per year, loan
repayment date with interest on 22 September 2031;

Increase:

+ Accrued interest on loans granted to jointly-coliedbcompany Irydion Sp. z 0.0.

in the amount of PLN 375 thousand,

* Reclassification of a current loan to a non-currl@n, granted to the jointly-controlled
company Irydion Sp. z o. 0. in the amount of PLR5% thousand, including amount of the
loan PLN 6 000 thousand, accrued interest PLN BGdand. The interest rate is set annually
at 3% per year, the repayment date of the loanep®ethber 2031.

Loans granted - as at 31 December 2014
« Loan granted to the jointly-controlled company igml Sp. z 0. 0. seated in Warsaw in the
amount of PLN 11 525 thousand, including: amodrnhe loan PLN 11 000 thousand, accrued
interest PLN 525 thousand. The interest rate isaseally according to WIBOR 6M, the

repayment date of the loan with interest on 30 &aper 2018.

Note No. 8- Inventories

Inventories 31 December 201 31 December 201«
Materials 6 220 3 368
Semi-finished products and work-in-process 128 350
Goods 723 765
Total inventories 7071 4 483
Write-down of inventories 285 285

Note No. 9 — Trade and other receivables

Trade and other receivables

31 DecembeR015

31 December2014

Trade receivables 85 643 72 608
Write-down of receivables 7 404 6943
Net trade receivables, including: 78 239 65 665
- with a repayment period up to 12 months 74 208 61 447
- with a repayment period over 12 months 4 031 4218
Receivables from taxes, subsidies, customs dutiesgcial and health
insurance and other benefits 4851 290
Other receivables 1303 585
Write-down of other receivables 402 6
Net other receivables 901 579
Total receivables, net 83991 66 534
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Trade and other receivables from related entities

31 DecembeR015

31 December2014

Trade receivables, including: 7 432 105
- from jointly-controlled entities 7 432 105
Total trade and other receivables from related enties, net 7 432 105
Write-down of receivables from related entities - -
7 432 105

Total trade and other receivables from related enties, gross value

Change in write-downs of trade and other receivabke

31 DecembeR015

31 December2014

As at the beginning of the period 6 949 9504
a) increase (due to) 1104 1143
- write-downs for receivables 1104 1143
b) decrease (due to) 247 3698
- payment received 198 299
- the use of write-downs created in the previpeisods 6 3397
- sale of shares in subsidiary 37 -
- resolving of write-down 6 2
Write-downs of current trade receivables and othereceivables at the 7806 6949

end of the period

In the majority of contracts signed by the Grouime of payment for services was established in the
range from 14 to 60 days. As at 31 December 20ibasnat 31 December 2014, trade receivables
include the security deposits under statutory wudyrafor construction and assembly works

respectively in the amount of PLN 22 014 thousamts PLN 19 909 thousands.

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

31 DecembeR015

31 December2014

a) up to 1 month 18 950 19 099
b) above 1 month up to 3 months 23592 21514
c) above 3months up to 6 months 5249 138
d) above 6 months up to 1 year 3221 454
e) above 1 year 4031 4149
f) receivables overdue 30 600 27 254
Total receivables from supplies and services (Jross 85643 72608
g) write-down of receivables from supplies and/s®s 7404 6 943

78 239 65 665

Total receivables from supplies and services (net)

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

31 DecembeR015

31 December2014

a) up to 1 month 4197 1136
b) above 1 month up to 3 months 341 287
c¢) above 3months up to 6 months 951 1047
d) above 6 months up to 1 year 947 2235
e) above 1 year 24 164 22 549
Total receivables from supplies and services (gross) 30 600 27254
f) write-down of receivables from supplies and s, past due 7 404 6 943
Total past due receivables from sale and serviceset) 23196 20311

The outstanding balance of trade receivables iedugceivables overdue with a carrying amount
PLN 17 364 thousands from security deposit under gtatutory warranty, to which Company did not
create reserves, because it is considered,wliabe recovered. The Company has collateral i th

form of the seized guarantee deposits under thetstg warranty from subcontractors in the amount
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of PLN 2 928 thousands. For more information sedeNdo. 38 — Information on significant
proceedings pending before the court.

Note No. 10 — Other financial assets

Other financial assets 31 December 201¢ 31 December 201+¢

a) from jointly-controlled entities - 6 055
- current loans - 6 055

b) from other entities: 2799 5154
- current loans 273 198
- other financial assets — discounted tlesty deposit constituting

the collateral of a bank guarantee of reimburseraativance payment 2526 4956

Total other financial assets 2799 11 209

Write-down of other financial assets

Gross other financial assets 2799 11 209

Loans granted - as at 31 December 2015

Loan granted to the Civil Committee of Buildingtbe Cardiologic Hospital of the name of
Marshal Jozef Pitsudski in Warsaw PLN 198 thousancluding: amount of the loan PLN
133 thousand, accrued interest PLN 65 thousandresit rate set at the statutory rate,
repayment date 30 June 2008. Receivables securedniyrtgage on the right of perpetual
usufruct of the land under land register — KW N86324.

Loan granted to Pro Serwis Sp. z 0. 0. in WarsalN P& thousand, including: amount of the
loan PLN 75 thousand. Interest on the loan iase2% annually. The term for payment - the
compensation by fulfilment of the contractual oatigns for property management.

Increase

Loans granted to company Pro Serwis Sp. z 0. Wdrsaw :

- 8 June 2015 in the amount of PLN 8@usand, fixed interest rate of 2% per year.

Decrease

Repayment of the loan by Pro Serwis Sp. 0.0. PEBltAousands.

Reclassification of a current loan to a non-currler@n, granted to the jointly-controlled
company Irydion Sp. z 0. 0. in the amount of PLR5% thousand, including amount of the
loan PLN 6 000 thousand, accrued interest PLN B&dand. The interest rate is set annually
at 3% per year, the repayment date of the loanep2efber 2031.

Loans granted - as at 31 December 2014

Loan granted to the Civil Committee of Building tbie Cardiologic Hospital of the name of
Marshal Jozef Pitsudski in Warsaw PLN 198 thousancluding: amount of the loan PLN
133 thousands, accrued interest PLN 65 thousantiexest rate set at the statutory rate,
repayment date 30 June 2008. Receivables securadnbgrtgage on the right of perpetual
usufruct of the land under land register — KW N86324.

Loan granted to the jointly-controlled entity IRYON Sp. z 0. 0. seated in Warsaw PLN
2,041 thousand, including amount of the loan PL)0@ thousand, accrued interest PLN 41
thousand, interest rate is set at 3% per yeareireyment date of the loan 31 December 2015
Loan granted to the jointly-controlled entity IRYON Sp. z 0. o. seated in Warsaw PLN
1,009 thousand, including amount of the loan PLBDQ,thousand, accrued interest PLN 9
thousand, interest rate is set at 3% per yeareipeeyment date of the loan 31 December 2015
Loan granted to the jointly-controlled entity IRYDN Sp. z 0. 0. seated in Warsaw PLN 503
thousand, including amount of the loan PLN 500 #famual, accrued interest PLN 3 thousand,
interest rate is set at 3% per year, the repayndeetof the loan 31 December 2015.

Prochem SA. Capital Group 38
Consolidated financial statements prepared in accordance with International Financial Reporting Standards
adopted by EU and as at and for the period ended 31December 2015



e Loan granted to the jointly-controlled entity IRYON Sp. z 0. 0. seated in Warsaw PLN
2,502 thousand, including amount of the loan PLBD@,thousand, accrued interest PLN 2
thousand, interest rate is set at 3% per yeargireyment date of the loan 31 December 2015.

Note No. 11 — Other assets

Other assets by type:

31 December 201¢

31 December 201¢

a) prepayments 1412 958
- cost of property and personal insurance 281 282
- software maintenance costs 631 459
- subscriptions 37 39
- deferred costs 449 49
- other 14 129
b) other prepayments 13785 12 586
- amounts due from the ordering parties uhaleg-term contracts 13785 12 586
Total other assets 15197 13544

The item - other accruals - comprises the valnatibcontracts for construction services that are i

progress at the balance sheet date.

Note No. 12 — Share capital

SHARE CAPITAL (THE STRUCTURE)
Series / .
. - Type of shares | Number of| emission at Method of Registration nght to
Series / emission| Type of share . coverage dividend
preference shares nominal - date
of capital (from)
value
Founding inscribed 3 votes per 1 share 580 580 Cash 23 July 1991 1 October1991
Founding inscribed - 6 816 6 816| Cash 23 July 1991] 1 October1991
Founding bearer - 1810 104 1810104 Cash 23 July 1991] 1 October1991
B inscribed - 750 750 Cash 29 July 1993| 1 January1993
B bearer - 681 750 681 750 Cash | 29 July 1993| 1 January1993
20 April
C bearer ) 530 000 530000 Cash 1994 1 January1994
) 5 September
D bearer 865 000 865000 Cash 1994 1 January1994
Total number of
shares 3895 004
Total share capital 3895 000
Nominal value of 1 share = PLN 1.00

The share capital of the Company amounts to PLNS tBousands and is divided into 3 895 000
shares with the nominal value of PLN 1 each. Thabmer of shares did not change with comparison
to as at 31 December 2014. Total number of votes &l shares is 3 896 160.

Changing the rights from the issuer's securities

On September 24 of 2015 according to section lihefStatutes of the Company PROCHEM S.A.,
Resolution No. 22/132/94 of the Board of Warsawckt&xchange dated 30 May 1994, and
Resolution No. 636/15 of the Management Board ofiddal Depository for Securities dated 23

September 2015, and Resolution No. 955/2015 ofMla@agement Board of the Warsaw Stock
Exchange of 18 September 2015, was carried outcdimeersion of registered shares into bearer
shares. Date of conversion, assimilation and intctdn to trading on the main market in standard
mode - 28 September 2015.
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After change:
» the Company's share capital amounts to PLN 3.88®mand has not changed,
» the total number of votes from all shares of thsids at the General Meeting will amount to
3,896,160, decreased by 500 votes.

Structure of shares after the change:
» 3,886,854 shares to bearer,
e 7,566 shares registered unprivileged,
e 580 shares registered privileged.

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

- Number of % of votes in total % of share
Description shares (units) number of votes capital

1. POROZUMIENIE PHC, including: 1179 483 30.30 30.28

Steven Tappan 510 000 13.09 13.09
2. OtwartyFunduszEmerytalny PZU ,ZlotaJasie 387 521 9.94 9.95
3. Legg Mason Towarzystwo Funduszy Inwestycyjnch S.A., 560 549 14.39 14.39

including:

- Legg Mason Parasol Fundusz Inwestyc@twarty ,Legg 284 054 729 729

Mason Parasol FIO”
4. (QUERCUS Parosolowy SFIO, QUERCUS Absolute Return
FIZ and QUERCUS Absolutnego Zwrotu FIZ) managed by 394 963 10.14 10.14
Quercus Towarzystwo Funduszy Inwestycyjnych S.A.

Since the submission of the annual report for 2Q&drs the Company received the following
information about the change in shareholding:

- On October 22, 2015, the Investment Fund QUER®df&asolowy SFIO alone increased its share
in the total number of votes in the company PROCHEM. and exceeded the threshold of 5% of the
total number of votes in the company PROCHEM S.afoBe the change, the Fund held 190,644
shares of the Issuer, representing 4.895% of tlaeesbapital and held 190,644 votes from these
shares, representing 4.893% of the total numbesotds at the General Meeting. As at 22 October
2015 the Fund held 194,944 shares of the compar@QPHEM S.A., representing 5.005% of the
share capital of the Company. The shares held Y4944 votes at the General Meeting of the
Company, representing 5.003% of the total numbe&otds at the General Meeting.

- on 22 December 2015 QUERCUS Towarzystwo Fundusmestycyjnych S.A. — QUERCUS
Parasolowy SFIO, QUERCUS Absolutne Return FIZ @WERCUS Absolutnego Zwotu FIZ —
increased (through Common Funds) share in the motadber of votes in the company PROCHEM
S.A. and exceeded the threshold of 10% of the mtaiber of votes in the company PROCHEM S.A.
Before tha change the funds held a total of 389st@Bes in the Company, representing 9.999% of the
share capital and they had 389 463 votes from thleares, representing 9.996% of the total number
of votes at the General Meeting. On the day ofttlwesaction the Funds together hold 394 963 shares
of the Company, representing 10.14% of the shgpgatand 10.14% of the total number of votes at
the General Meeting.

Note No. 13 — Revaluation reserve

31 DecembeR015 31 December2014

As at opening balance 11973 10 954
Revaluation of PPE - 462
Capital from foreign exchange differences -385 205
Actuarial losses on valuation of provisions for éoype benefits -6 -126
Other changes 2 478
As at closing balance 11584 11973
Prochem SA. Capital Group 40

Consolidated financial statements prepared in accordance with International Financial Reporting Standards
adopted by EU and as at and for the period ended 31December 2015



Note No. 14 - Retained earnings

31 December 201¢

31 December 201¢

Spare capital 44775 43 077
Other capital reserve 52 322 49 544
Profit (loss ) brought forward -651 1196
Net profit assigned to shareholders of Parent ntit 4432 3751
Total 100 878 97 568

Note No. 15 — Provision for retirement and similaenefits

The Company implemented the post-employment benefibgram, which include the retirement
gratuities for employees. Reserves for retiremeatuity payments are calculated on an individual
basis for every employee. The basis for calculgiryision for the employee is the expected amount
of the benefit that the Company obliges to pay etiog to applicable terms and conditions which
relate to remunerations. Retirement gratuity isl gaice at the time of retirement or disability pens
Current value of these obligations is determinedmyndependent actuary and revalued. The level of
provisions corresponds with the discounted payshémat will be made in the future, taking into
consideration the staff turnover, and relate ®ghriod until the date ending the reporting yBate

of financial discount to calculate the current ealaf employee benefit obligations has been
determined based on market yields on governmentddjoof which currency and maturities are
approximate to currency and to estimated periddléfment of employee benefit obligations.

The principal actuarial assumptions at the enth@fréporting period:

in 2014
2.6%

in 2015
3.0%

Data in percentage (%)

Discount rate

Average anticipated annual increase in the baseafoulation of the
retirement and pension benefits in 2016-2025; e 2014, in 2015-
2024

Weighted average index of employee mobility

0%-2.35% from 0.0% to 2.1%

5.4406f8% from 5.38% to 8.9%

Increase in the base of retirement benefits:

- the year 2015 in 2016, the year 2014 in 2015 0%-2.0%  from 0% to 3.0%
ZO-ZtZe year 2015 in the years 2017-206, the 844 in the years 2016- 0%-25%  from 0% to 2.5%
- in other years 2%-2.5% 2.5%
Post-employment benefits, retirement and pensionddés
(in PLN thousands) in 2015 in 2014
Liabilities as at the beginning of the period 2 368 2234
Current employment costs 96 86
Cost of interest 62 97
Net actuarial gains and losses 205 167
Net actuarial gains and losses recognized in ai@prehensive income 22 225
Benefits paid -312 -441
Liabilities as at the end of the period, including: 2441 2 368
- current liabilities (note No. 20) 587 383
- non-current liabilities 1854 1985
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Book value of liabilities under employee benefissat 31 December 2015 and as at 31 December
2014 are the same as the current value.

Historical information

As at Current value of liabilities arising from above

benefits
31 December 2015 2441
31 December 2014 2 368

Employee benefit costs are included in general adinistrative expenses. In 2015 the provision for

employee benefits was changed as a result of updagimptions, primarily in relation to the discoratte

and change in planned salary increase index.
Total amount of expenses has been recognized iimdnecial result:

In PLN thousands

31 DecembeR015

31 December2014

Current employment costs 96 86
Interest charges 62 97
Actuarial gains (losses) 205 167
Benefits paid -312 -110
Total costs 51 240

Note No. 16 - Other non-current liabilities

Other non-current liabilities

31 DecembeR015

31 December 2014

- capital unpaid 50 50
- financial lease agreements 243 232
- transformation of perpetual usufruct rightight of ownership 14 20
- the security deposits retained 90 74
- other 19 -
Total non-current liabilities 416 376

Note No. 17- Current bank loans

31 DecembeR015

31 December2014

- loans 11772 14 050
Information on bank loans
Name of the bank Registered office  Credit limit Amount Repayment Terms of interest Security
engaged date
By Prochem S.A.
6,000 WIBOR for O/N .
mBank S.A. Warsaw Credit in 3024 30 June deposits in PLN + _Pr0m|ssory note
2016 . in blank
overdraft margin
6.000 WIBOR for 1 month .
mBank S.A. Warsaw working 6 000 30 June deposits in PLN + _Prom|ssory note
. 2016 ) in blank
capital loan margin
3000 16 WIBOR for 1 month | Statement on
ING BankSlaski S.A. Katowice Credit in 0 November | deposits in PLN + | submission to
overdraft 2016 margin execution
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By Elektromonta Krakéw S.A.

WIBOR for 1 month

Mortgage on the

. 31 March N property, cession
Deutsche Bank Krakow 500 0 2016 deposits in PLN + of a debt of real
margin
estate
WIBOR for 1 month | Mo 1929 Of uP 10
Deutsche Bank Krakéw 500 500 15 July 2016deposits in PLN +
marain thousand on real
9 estate
, 19 October WIBOR for 1 month l;/lﬁzlt%aggoof upio
ING BANK Slaski Krakéw 2500 1484 2016 deposits in PLN + thousand on real
margin
estate
By Pro-Organika sp. z 0.0.
100 30 June WIBOR for O/N
mBank S.A. Warsaw Credit in 0 2016 deposits in PLN + | lack
overdraft margin
115 15 Februar WIBOR for 1 month
mBank S.A. Warsaw working 115 2016 y deposits in PLN + | lack
capital loan margin
300 23 Aoril WIBOR for 1 month
BZ WBK S.A.. Warsaw working 289 201p6 deposits in PLN + | lack
capital loan margin
By Atutor Integracja Cyfrowa sp. z 0.0.
Not 7.38% at the period
Bank Millenium S.A. Warsaw 100 98 aoplicable when the account ig lack
pp opened
By Pro-Inhut sp. z 0. 0.
. | WIBOR for 1 month
L Dabrowa 30 April o
ING BankSlaski S.A. Gérmicza 262 262 2016 deposits in PLN + | lack

margin

Note No. 18 — Current loans

Loans

In relation to other entities

Total liabilities under loans

31 December 201¢

31 December 201¢

60
60

Note No. 19 — Trade payables

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

- up to 12 months
To other entities

- from supplies and services, with maturityiqe:

- up to 12 months

- above 12 months
Total trade payables

31 December 201¢

51451
51451
48 854

2597
51451

31 December 201¢

12

12

12
31217
31217
29 386
1831
31229
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Note No. 20 — Other liabilities

31 December 201¢

31 December 201¢

a) to other entities 4 609 4618
- due to taxes, duties, insurance and otbeetfits 3669 2821
- due to remuneration 351 265
-other (by type) 589 1533
e liabilities to employees 16 56
e to shareholders 21 19
e under lease agreement 181 358
e other 371 1099
b) other short-term provisions 3533 3191
- provision for costs relating to long-term contsa 385 468
- provision for costs (moving part of salary, aacts of mandate) 993 842
- cost of audit 104 96
- short-term provision for retirement benefits 587 383
- provision for unused annual leaves 1464 1402
Total other liabilities 8 142 7 809
Liabilities under lease agreements
Future -
The current value Interest minimum The current Interest Eg;l:rr]ir?t];ntljnr?gg:
payments value lease
under lease
In PLN thousands In 2015 In 2015 In 2015 In 2014 In 2014 In 2014
Upto 1 year 153 18 171 319 358
Egr‘; 1to5 226 17 243 206 232
Total 379 35 414 525 590

Nota 21 — Deferred income

31 DecembeR015

31 December2014

Deferred income, including: 11 054 20 316
- advanced payments received 6 200 18 632

- amounts due to the ordering parties undeg-tenm contracts 4 854 1684
Other 322 730
Deferred income as at the end of the period, includg: 11 376 21 046
Non-current liabilities - 1827
Current liabilities 11 376 19 219
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Note No. 22- Revenues from sale of services

Revenues from sale of services (type of service atyghe of activity) In 2015 In 2014
- Revenues from sale of services, including: 257 799 166 370
- from related entities 28234 18 008
Revenues from sales (territorial structure) in 2015 in 2014
Domestic market 142 091 106 111
- including from related entities 28234 18 008
Exports 115 708 60 259

Revenues under contracts for construction servigeseral contracting) and other services are
presented in Note No. 32. The gross amount due fnaering parties/buyers for the works under the
contracts was presented in Note No. 11.

Information on major customers, whose total valieeeenues from sales of services exceeds 10% of
the total revenues of the Group is presented ire Niat. 31.
Note No. 23 - Revenues from sale of goods and maite

Revenues from sale of goods and materials (by typé material and type of

activity) ) in 2015 in 2014
Goods and materials 8 644 9678
Revenues from sale of goods and materials (territial structure) in 2015 in 2014
Domestic market 5321 9678
Abroad 3323 -
Note No. 24 — Cost of services sold
Costs by type: in 2015 in 2014
a) amortization and depreciation 2 440 2 336
b) consumption of materials and energy 24 461 20283
¢) outsourcing 174 588 89 808
d) taxes and levies 1067 935
€) remuneration 33693 35 169
f) social security and other benefits 6 336 6 194
g) other types of costs (by category), including: 6 389 5480
- property and personal insurance 876 791
- business trips 1889 1105
- State Fund for Rehabilitation of Disabled Bass(PFRON) 199 292
- other 3425 3292
Total costs by type 248 974 160 205
Change in inventories, goods and accruals and pnegratg 173 313
General and administrative expenses (negative yalue -15574 -16 209
Cost of services 233573 144 309
Prochem SA. Capital Group 45

Consolidated financial statements prepared in accordance with International Financial Reporting Standards
adopted by EU and as at and for the period ended 31December 2015



Note No. 25 — Other operating income

in 2015 in 2014
a) gain on sale of non-financial non-current assets 70 177
b) grants 70 112
c) reversal of impairment allowance (due to) 204 321
- for receivables 204 320
- for other - 1
d) other, including: 1189 886
- reimbursement of litigation costs 73 25
- received compensation, fines and penalties 1018 123
- revenues from car rental 8 89
- revaluation of investment property - 64
- revenues from sale of financial assets - 211
- write-off of overdue liabilities - 308
- other 90 66
Total operating income 1533 1496
Note No. 26 — Other operating expenses
in 2015 in 2014
a) loss on disposal of non-financial non-current asset 129 -
b) impairment allowance (for) 1099 1143
- receivables 1099 1143
c¢) other, including: 408 1162
- grants - 7
- litigation costs 83 106
- write-off of overdue liabilities 11 1
- valuation of non-financial non-current assets - 707
- paid compensation, fines and penalties 56 173
- other, including warranty costs of rentingiaéfspace, arising from 258 168
sale agreement of an office building
Total operating expenses 1636 2 305
Note No. 27 — Financial income
in 2015 in 2014
a) interest on loans granted 375 281
- from the jointly-controlled entities 375 281
b) other interest 321 48
- from other entities 321 48
c) the surplus of foreign exchange gains 136 -
d) other, including: 129 253
- revenues from discounted non-current liabgit 120 195
- other 9 58
Total financial revenues 961 582
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Note No. 28 — Finance costs

in 2015 in 2014
a) interest on loans and borrowings 522 490
b) other interest 120 62
- for other entities 120 62
c) the surplus of foreign exchange losses 1409 536
d) other, due to : 809 1569
- commission on bank guarantees 349 454
- commission on loans 108 51
- commission on letter of credit 11 16
- the cost of discounting of long-term flows 288 642
- other/costs related to Representation Office in Belarus 53 406
Total finance costs 2860 2 657
Note No. 29 — Income tax
Deferred income tax disclosed in the profit and Iasaccount in 2015 in 2014
- Decrease (increase) from arising and reversedroporary differences -401 -194
Total deferred income tax -401 -194
Establishment of the effective tax rate
) in in
(in PLN thousands) 2015 2014
Tax rate 19% 19%
Profit for the period 4154 3278
Income tax 2553 1685
Before tax profit 6 707 4963
Income tax at the applicable rate of 19% 1274 943
tax revenues (permanent differences) 176 -
The difference between the result of the sale afeshin subsidiary 174 -
Costs not constituting tax deductible expenses 867 264
utilization of tax losses in the current period, fighich was not created deferred tax - -76
the deferred tax asset for tax losses that wer@phitded in previous years ) 573

the difference in the tax rate, which is applieatwh the territory of the Republic of Poland, antsinie

Poland ) -59
Other 62 40
Total income tax disclosed in the profit and loss aount 2553 1685

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

Operating activities include basic activity anditwer from other operating activity .

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

Received dividends are recognized in cash floefinvesting activities. Loans granted and repaid

Prochem SA. Capital Group 47
Consolidated financial statements prepared in accordance with International Financial Reporting Standards
adopted by EU and as at and for the period ended 31December 2015



together with accrued interest are presented in taws - investing activities.
Paid interest and commission on borrowings, loawkl@ases are recognized in cash flows - financing
activities. Financial activity include also recaivand repaid bank loans and borrowings.

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

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

Change in current receivables -15 404
Receivables as at 1 January 2015 66 534
Other assets as at 1 January 2015 13544
Receivables from sale of non-current assets -49
Adjustment of receivables of a subsidiary the y2ad3 360
Receivables from sale of assets -396
Elimination of receivables of a sold subsidiary -1 991
Opening balance sheet after adjustments 78 002
Receivables as at 31December 2015 83991
Other assets as at 31 December 2015 15197
Receivables from sale of non-current assets -45
Receivables from sale of real estate -5 240
Receivables due to income tax -497
Closing balance sheet after adjustments 93 406
Change in current liabilities (except for current loans and special funds) 21 556
Trade payables at 1 January 2015 31229
Other liabilities at 1 January 2015 7 809
Provision for short-term retirement benefits -383
Provision to annual leaves -1 402
Provision to audit -96
Provision for short-term other costs -471
Discount of non-current liabilities 250
Adjustment of liabilities of a subsidiary the ye2013 -34
Liabilities under operating lease -184
Elimination of liabilities of a sold subsidiary -1 058
Liabilities to shareholders -2
Closing balance sheet after adjustments 35 658
Trade payables at 1 January 2015 51451
Other liabilities at 1 January 2015 8 142
Provision for short-term retirement benefits -587
Provision to annual leaves -1 464
Provision to audit -104
Provision for short-term other costs -385
Discount of non-current liabilities 250
Investment commitments -46
Liabilities under operating lease -40
Liabilities to shareholders -3
Closing balance sheet after adjustment 57 214
Prochem SA. Capital Group 48

Consolidated financial statements prepared in accordance with International Financial Reporting Standards
adopted by EU and as at and for the period ended 31December 2015



In 2015 In 2014

Change in other adjustments -5 029 -3412
Change in deferred income - advances received -11 969 -6 961
The security deposit constituting a collateraltfe bank guarantee of reimbursemefitadvance?*) 4515 1721
amounts due to the ordering parties under long-tamtracts 3170 1532
Other adjustments -745 296

*) In connection with the implementation of the @¥ment project in Belarus, the Company in order
to secure the return of received advance paymengtanted a bank guarantee of advance refund to
the amount of EURO 7,230 thousand. As the secafitile guarantee, the Company, under a contract
concerning a security deposit in cash, has placgepasit in the bank to the amount of EURO 2,191
thousand. The deposit shall be reduced by the ammmettled during the implementation of the
project. Period of completion, from the contracthe security deposit was determined on 2016.fAs o
31 December 2015, the part of the security deposibich was not accounted for and discounted was
presented in the statement of financial positiorother financial assets non-current and currettien
amount of PLN 2,526 thousand (Note No0.9), and &ldbecember 2014 respectively in the amount
of PLN 2,084 thousand and PLN 4,957 thousand (Ngtes/ and 9).

Note No. 31— Operating segments

Operating segment is a component part of the entity
* that engages in business activity from whiclait obtain income and incur expenses,
» whose operating results are regularly reviewethbybody responsible for making operating
decisions of the Company,
* in case of which is available a separate findmefarmation.
Revenues of the segment are revenues from sakteinal customers.
Expenses of the segment are the expenses composestorelating to the sale to external customers.
Segment result is determined on the level of dpgrancome.

The activities of companies from Capital Group dhd Issuer, for the managing purposes were
divided into the eleven main sectors of operatsuch as: execution (general contracting), design
services and other engineering services (supendsaong with the project engineer service), the
lease of the construction equipment, and othevities, covering among others the income from the
sublet, sale of photocopying services and other.

Segment assets include all assets used by a segrasisting primarily of receivables, inventories
and property, plant and equipment diminished by#iae of provisions and impairment losses.

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

In 2015 revenues from activities achieved by theuds outside Polish borders (exports) and
recognized in the consolidated profit and loss ast@mounted to PLN 119 031 thousand what
constitutes 45% of sales revenues. In the analogeu®d of the previous year such revenues
amounted to PLN 60 259 thousand, what accounte84f@% of sales revenues.

Information on major customers of the Issuer, whibhre in the sales revenue was recognized in the
consolidated profit and loss account for 2015 arcdeded 10% of the total revenues from sale.

e Belarusian client — revenues in the amount of AN,708 thousand, what represents 43 %
of the total sales revenues, which was shown ins#ggment of ,General Contracting” and
.Design services and other engineering services";

e Irydion Sp. z 0. 0. the jointly controlled companyevenues in the amount of PLN 28,234
thousand, what represents 11% of the total salesmves, which were shown in the segment
of ,General Contracting” and ,Design services atiteo engineering services”;

* Producer of rapeseed oil for technical purposesvenues in the amount of PLN 34,222
thousand, what represents 13% of the total salemues, which were shown in the segment
of ,General Contracting” and ,Design services atiteo engineering services".
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Assets of the Representation in Belarus as at kmer 2015 do not exceed 10% of balance sheet
amount disclosed in the separate statement ofdialposition.

Unallocated assets to segments are the primardgyeshin the jointly-controlled entities and in
associates, and loans granted. With respect t@lbge-mentioned assets don't exist any premises
indicating of the possible loss of value as at Zkrd@nber 2015. In addition, as at the balance sheet
date the Group has carried out the analysis ofracts on construction works in light of the result
budgeted. For all contracts in which the budgetests exceeded the budgeted income, the Group
recognized provisions to cover losses at the balaheet day.

Detailed data on the activities of the companidsrggng to the Group in the different segment is
presented in the following tables.

Information about the geographical areas

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

Note 2015 2014
No.
Poland 147 412 106 084
Belarus 119 031 60 259
Other countries - 23
22 266 443 166 370
Geographical breakdown of non-current assets
Note 2015 2014
No.
Poland 36 121 58 143
Belarus 161 245
1,2i3 36 282 58 388
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Current data

Design

services  Rental of the Rental of
General A Electrical office space Property . Commercial Other IT Items not
In 2015 : and other  construction . - Maintenance - . Other . Total
contracting : : ' installations and real management activity services assigned
engineering  equipment astate
services
Revenues on behaffofextemal 188437 32448 1907 25 446 4922 2069 1067 8644 177 1326 - 266 443
Total segment revenues 188 437 32448 1907 25446 4922 2069 1067 8 644 177 1326 - 266 443
Result
Profit (loss) of the segmer 1193 -2 45] 27¢ -1 20¢ 116( 19z 20¢ 291 - -75¢ - 9 65¢
Financial income - - - - - - - - - 1151 1151
Finance costs - - - - - - - - - - -2 860 -2 860
Net financial activities - - - - - - - - - -1 709 -1 70¢
Profit sharing in entities valued
under the equity method - - - - - - - - - - -1136 -1136
Profit (loss) on other 103 103
operating activities - - - - - - - - - -
Before tax profit (loss’ - - - - - - - - - - 6 707 6707
Income tax - - - - - - - - - - 2553 2 557
Profit in the current period - - - - - - - - - - 4154 4 15¢
Loss assigned to nc- 278 278
controlling interest - - - - - - - - - -
Profit for the period assigned
to shareholders of parent 4 432 4432
entity - - - - - - - - - -
Segment assets ( related to
activity) 59 632 10 096 474 6 015 14 116 - 197 1828 - 381 - 92739
Assets unallocated (among
others shares, other financial
assets) - - - - - - - - - - 121 697 121 697
Total asset: 59 63. 10 09¢ 474 601¢ 14 11¢ - 197 182¢ - 381 121 697 214 43
Liabilities of the segment
(related to activity) 54 252 1241 380 5047 4108 - 171 1804 - 988 21350 89 341
Equity of the owners of the 116 357 116 357
parent entity
Non-controlling interests 8738 8738
Total liabilities and equity 54 252 1241 380 5047 4108 - 171 1804 - 988 146 445 214 436
Depreciation of property, plant
and equipment 108 477 92 365 701 50 86 45 - 335 36 2295
Amortisation of intangible
assets - 6 - 13 - - 2 - - - 124 145
Write-down of segment assets -114 -423 -5 108 -1124 -159 - - -122 - -354 - -7 404
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Comparative data

Design
services  Rental of the . Rental of . .
In 2014 Ge”er‘f"' and other  construction . EIectm_:aI office space Property Maintenan Com".‘e.fc' Other . Other Item_s not Total
contracting : : . installations management ce al activity services assigned
engineering  equipment and real estate

services
Revenues on behalf of 91044 37462 4016 20154 4928 5445 1577 9678 418 1326 . 176 04t
external customers
Total segment revenues 91 04« 37 46: 4 01¢ 20 15« 4 92¢ 544t 157 9 67¢ 41¢€ 1 32¢ - 176 04
Resull
Profit (loss) of the 8378 1348 1417 -1495 933 164 732 139 - TS - 6 68:
segment
Financial income - - - - - - - - - 582 582
Finance costs - - - - - - - - - - -2 657 -2 65]
Net financial activities - - - - - - - - - -2 075 -2 07t
Profit sharing in entities
valued under the equity - - - - - - - - - - 1166 116¢
method
Profit (loss) on other ) ) ) ) ) ) ) ) ) ) -809 -80¢
operating activities
Before tax profit (loss) . . . . . . . . . . 4963 4 96t
Income tax - - - - - - - - - - 1685 168t
Profit in the current ) ) ) : ) ) } } ) ) 3978 397
period
Loss assigned to nc- ) ) ) ) ) ) ) ) ) ) 473 -47%
controlling interest
Profit for the period
assigned to shareholders - - - - - - - - - - 3751 375!
of parent entity
igg\mj)m assets ( related to 58 032 4879 618 5621 17716 3152 904 1599 - 634 - 93 15!
Assets unallocated (among )
others shares, other B B B ” B B i i B ° 109 182 109 18:
financial assets)
Total asset: 58 03: 487¢ 61¢ 5621 17 71¢ 3152 904 159¢ - 634 109 18: 202 33
Liabilities of the segment 40121 404 88 6872 196 1007 - 1016 - 899 29055 7965¢
(related to activity)
Equity of the owners of the ) ) ) } ) ) } } } } 113 436 113 43
parent entity
Non-controlling interests - - - - - - - - - - 9243 9 24:
Total liabilities and equity 40 121 404 88 6872 196 1007 - 1016 - 899 151 734 202 33
Depreciation of property, 108 88 122 318 651 123 84 44 - - 618 2 156
plant and equipment
Amortisation of intangible ) 73 ) 9 ) 2 3 P ) ) 91 18¢
assets
Write-down of segment -93 -570 -4 513 -1129 213 - - -116 - -309 - 6 o4

assets
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Note No. 32 - Profit per one share

Net profit per 1 share in trading as at balanceestiay 31 December 2015 amounted to PLN 1.14 ; in
2014 amounted to PLN 0.96.

Note No. 33 - Distribution of profit

Pursuant to Resolution No. 13 of the Annual Genleting of 13 June 2015 net profit of the Issuer
for 2014 in the amount of PLN 5 009 143.39 wasdiidi as follows:

e Part of the profit in the amount of PLN 1 363 2%80v@as assigned for a dividend,

e Part of the profit in the amount of PLN 3 645 8%Bv#as assigned for capital reserve.

Proposed distribution of profit for 2015

Net profit for 2015 in the amount of PLN 6 213 B®is proposed to be divided as follows:
e For a dividend the amount of PLN 1 558 000.00RIeN 0. 40 per share;
* For capital reserve the amount of PLN 4 655 046.33.

Note No. 34 - Dividends

On 17 July 2015 the Issuer paid dividend in thewamh of PLN 0.35 per share, in the total amount of
PLN 1 363 250.00.

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

Categories of financial instruments

(in PLN thousands) Loans, receivables and other

Classes of financial instruments l\’l\locfe 31 December 2015 31 December 2014
Receivables from supplies and services 9 78 239 65 665

Cash 23 595 6 606

Loans granted 7,10 18 228 17 777

Other financial assets — discounted the security 7,10

deposit constituting the collateral of a bank 2 526 7041

guarantee of reimbursement of advance payment

Total 122 588 97 089

Financial liabilities

31 December 2015 Categories of financial instruments
Financial liabilities o
(in PLN thousands) measured at amortized L'atf’;l(')trlﬁsl Aech3|l;ded Total
costs

Classes of financial instruments nota
Loans 17 11772 - 11772
Finance lease 16,20 - 424 424
Trade payables 19 51 451 - 51 451
Total 63 223 424 63 647
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31 December 2014 Categories of financial instruments

Financial liabilities Liabilities
(in PLN thousands) measured at amortized  excluded from IAS Total
COSts 39

Classes of financial instruments Note No.

Loans 17 14 050 - 14 050
Borrowings received 18 60 - 60
Finance lease 16,20 - 590 590
Trade payables 19 31229 - 31229
Total 45 339 590 45 929

Impairment allowances of financial assets by class@f financial instruments

(in PLN thousands) As at

31 December 2015 31 December 2014
Receivables from supplies and services 7 404 6 943
Other receivables 402 -
Total 7 806 6943

Impairment allowances of financial assets are ptesiein Note No9.

Fair value of financial instruments

31 December 2015 31 December 2014
(in PLN thousands) ,\Il\loote Fair value Book value Fair value Book value
Financial assets
Receivables from supplies and
services 9 78 239 78 239 65 665 65665
Cash 31 23 595 23 595 6 606 6 606
Loans granted 7,10 18 228 18 228 17777 17777
Other financial assets — discounted
the security deposit constituting the 2526 2526 7041 7 041
collateral of a bank guarantee of
reimbursement of advance payment
Total 122 588 122 588 97 089 97 089
Financial liabilities
Loans 17 11772 11772 14 050 14 050
Borrowings received 18 - - 60 60
Finance lease 16,20 424 424 590 590
Trade payables 19 51451 51451 31229 31229
Total 63 647 63 647 45 929 45 929

Operating lease

The Group is a party to the lease agreement ofeoffpace and a lease agreement of real estate. The
agreement has been classified as operating leageement on the lease of office space on the
conducted business activity includes also addititees for additional services that are settledeoac
year. Rent under the agreement once a year iseéddsscording to a Harmonized Index of Growth of
Consumer Goods Price in the European Union (indeigh is published two months before the date
of indexation.

Part of leased office space is subleased. The legre=ment and related to it sublease agreements
will expire in 2016.

Lease agreement of real estate expires in August g8ar. Area of the property is rented for offices
in the course of business conducted, on the bdsiental agreements. Rent for the area leased
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according to the agreements once a year is subjeeiorization according to a Harmonized Index of
Growth of Consumer Goods Price in the European tJiindex), which is published two months
before the date of indexation or according to asiothdex. Lease agreements also include extra fees
for additional services, which are subject to set#nt, depending on the agreement once a year, or
two months after the end of the quarter.

Rental agreements are concluded in the majorityafgreriod of 5 years (until 2019) and for an
indefinite period.

During the year 2015 in the profit and loss accouas recognized an amount of PLN 5 547 thousand
as the cost of fees resulting from the lease ageaewf office space and a lease agreement of real
estate, in 2014 this amount was 4 435 thousand.

Revenues from sublease are recognized in opeiiatoge.

Over 2015 in the profit and loss account was rezaghan amount of PLN 4 223 thousand as income
from the sublease and lease, in 2014 this amountilaN 5 028 thousand.

As of January 18, 2011 the Group is a party togreeanent with Toyota Leasing Polska sp. z 0. 0. on
the rental of passenger cars. As at 31 Decembér [Bate agreements cover 56 company cars.

In 2015 in the profit and loss account was recagphizn amount of PLN 1 029 thousand as the cost of
the rental of cars, and in 2014 PLN 843 thousand.

Minimal payments under non-cancellable agreemdniperating leases are as follows:

Agreement of operating lease, when the Group is lbesee

In PLN thousands 2015 2014
Up to 1 year 7 236 4821
1-5 years 22135 3826
above 5 years 22 546 13 350

Agreement of operating lease when the Company &slt#ssor

In PLN thousands 2015 2014
Up to 1 year 4147 4 349
1-5 years 6 064 6 847
above 5 years 592 839

35.2. Financial risk management

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

« liquidity risk;

« market risk (including currency risk, interesteraisk).

Credit risk

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

The accepted period of the repayment of amountagseciated with the normal course of the sale is
14 - 60 days.

Amounts due from contracting parties are regulamgnitored by financial services. In case of
overdue amounts due procedures of the vindicatiestarted.

The age analysis of trade receivables that aredo@sat the end of the reporting period, but ireaafs
which there is no impairment is presented in Note &
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In order to reduce the risk of not recovering theeivables from deliveries and services, the Group
accepts a collateral from its customers in thenfof, among other: bank and insurance guarantees,
mortgages, promissory notes, as well as the sgaefosit.

For the improvement of the current liquidity, irder to release the receivables retained by inv@stor
under proper security for the implemented contraots statutory warranty in relation to construction
work and assembly work, the Group granted bankaguees and the insurance guarantee within the
guarantee lines which were launched for this pwepos

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

All entities in which the Company invests free fanoperate in the financial sector. These include
domestic banks and branches of foreign banks oframt creditworthiness of adequate quality.

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

Liquidity risk

Liquidity risk

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

As at 31 December 2015 as at 31 December 2014nthex iof ratio of current assets to current
liabilities (current liquidity ratio) was respeatily 1.56 and 141.

Detailed information regarding loans is disclosedibte No. 17.

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

The Group realized in 2015 sales revenues in theuatof PLN 266 443 thousand, including PLN
115 708 thousand (43%) concerned the Client frafams. Therefore, the Group recognized in the
statement of financial position following financiaktruments regarding the above Client.

% Share in total % Share in

Classes of financial instruments 31 December assets 31 December tgta| assets
2015 2014

Financial assets
Receivables from supplies and services 9435 4.4% 22 442 11%
Other financial assets — discounted the secdeposit
constituting the collateral of a bank guarantee of 2526 1.2% 7041 3%
reimbursement of advance payment
Total financial assets 11961 5.6% 29 483 14%

Financial liabilities
Trade payables 20 365 9.5% 7 086 4%
Total financial liabilities 20 365 9.5% 7 086 4%

The Management Board of the Group constantly magitioe progress of work, which concern the
contract, including the cash flows generated withi project and is personally responsible foradire
contact with the Investor. Key decisions relateddntract (e.g. a provider of technology and ofrmai
components of the installation) are taken in cdasioh with the Investor. On the basis of existing
cooperation with the Client and analysis of therentr performance of the contract in relation to the
budget and schedule of work which were agreed thighClient - the Management Board of the Group
considers as low the risk associated with the ze@din of financial instruments which were
recognized in the statement of financial positisrag31 December 2015.

The risk of rate of currency exchange

Part of contracts for sale of services is conclugid foreign companies in foreign currencies (EJJRO
US $ and BYR). In case of a significant strengthgrof the domestic currency it may adversely affect
the performance of the Group. Partly, this riskiigated in the natural way through the purchafse
equipment and services necessary for the accompishof these contracts abroad, as well as through
the purchase of relevant financial instruments.
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Exposure to currency risk as at 31 December 2015

Total after
(in PLN thousands) EUR uUsD NOK BYR translation
into PLN
Financial assets
Receivables from supplies and services 2 249 - - 3640078 10 349
Cash 3444 - 88 4093 380 16 047
Other financial assets 593 - - - 2527
Total 6 286 - 88 7 733 458 28 923
Financial liabilities
Trade payables 1524 114 - - 7 032
Deferred income (advances received) 606 - - - 2 582
Total 2130 114 - - 9615
Exposure to currency risk as at 31 December 2014
) Total after
(in PLN thousands) EUR uUsD NOK BYR translation into PLN
Financial assets
Receivables from supplies and services 4876 - - 6 100 343 22711
Cash 502 4 88 1416 781 2643
Other financial assets 1682 - - - 7 169
Total 7 060 4 88 7517 124 32523
Financial liabilities
Trade payables 1490 90 - - 6 666
Deferred income (advances received) 4 757 - - - 20 276
Total 6 247 90 - - 26 942
Analysis of sensitivity to currency risk as at 8ecembe2015
Increase in Total impact on Drop in the Total impact on

(In PLN thousands)
exchange rate

profit before tax

exchange rate

profit before tax

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

Analysis of sensitivity to currency risk as at 8kcembe2014

Increase in

(In PLN thousands)
exchange rate

Total impact on
profit before tax

Drop in the
exchange rate

Total impact on profit
before tax

EUR/PLN 15% 520 15% -520
USD/PLN 15% -45 15% 45
NOK/PLN 15% 6 15% -6
BYR/PLN 15% 356 15% -356
Total impact 837 -837
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Exposure to currency risk of revenues and expendasng the reporting period

Revenues in foreign currency, achieved in the enay in the years 2015 and 2014 were as follows::

Average exchange rate Average exchange

Currency Revenues for sales Expenses rate for purchases
(in PLN thousands) 2015 2014 2015 2014 2015 2014 2015 2014
EUR 27 319 14 307 42162 4,2919 32172 7164 4.2514 4.1956
Usb 153 - 3,7799 - 3753 555 3.7505 3.4370
BYR - - - - 166 688 209 10 463 354 0.0002 0.0003

In the reporting period EURO was the main currency.

Analysis of the impact of potential changes inthkie of financial instruments as at

31 December 2015 on gross financial result in cotore with hypothetical change in foreign
currency exchange rates in relation to the PolistyZhe functional currency.

Above deviations were calculated based on histovilatility for individual currencies and forecast
Sensitivity of financial instruments for currendgk was calculated as the difference between the
initial book value of financial instruments and @atial book value, assuming increase/decrease of
exchange rates.

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

The risk of rate of interest

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

analysis of the decline in interest rates.

Analysis of financial instruments with floating irdrest rate

WIBOR The fixed rate of interest
- 31 December 31 December 31 December 31 December
(in PLN thousands) 2015 2014 2015 2014
Financial assets
Loans granted 11720 11 525 6 508 6 252
Financial liabilities
Borrowings - 60 - -
Loan 11772 14 050 - -

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

Fluctuation assumed impact (in PLN thousands)
31
- 31 December 31 December 31 December
(in PLN thousands) 2015 2014 2015 Deggﬂber

Financial assets
WIBOR +50 base point  +50 base point 59 55

Financial liabilities

Borrowings +50 base point  +50 base point - 1)
Loan +50 base point  +50 base point (59) (70)
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Liquidity risk related to the dispute in court witRERN S.A.

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

1 Adamowo - Baza Surowcowa Plebanka ", which weerrinpted on 10 of November 2005, the risk
exists of the need of fulfilment by PROCHEM 2015 tbe commitments in relation to seized
guarantee deposits of subcontractors, which ombalaheet day amounted PLN 2,928 thousand,
before the recovering of guarantee deposits seize@®ERN S.A. Receivables from the security
deposit of the company PROCHEM S.A. from PERN SA3@rDecember 2015 amounted to PLN 17
364 thousands. In the Company's opinion the risknisimal, but the Management Board of
PROCHEM S.A. takes into account a necessity of mctation of adequate funds for this purpose.

A detailed description of the dispute in Note N8. 3

Note No. 36 Related party transactions

In 2015, the Members of the Supervisory Board tiedManagement Board had not concluded any
contracts with companies belonging to PROCHEM &apital Group.

Transactions with affiliated entities, as belowyeveoncluded on market conditions and relate t® sal
and purchase of services, among others - of cangtruand assembly services, and rental services,
as well as granting mutually loans.

Settlements with related entities include receigablrade payables and financial liabilities.
Guarantees and sureties granted to related erdregggresented in note 37.

Transactions of the Capital Group with entitiesreal with the equity method:

The reporting year
As at 31 December 2015 settlement of the Group ydgthtly-controlled entities and associates
developed as follows:
Receivables from non-current loans — PLN 17,955¢had.
Trade and other receivables — PLN 7 432 thousand.
Trade payables — PLN 16 thousand.
In the period from 1 January 2015 to 31 Decembéb2tave occurred the following transactions with
the entities jointly-controlled and with associadities:
- revenue from sale of services - PLN 28 7 tugland.
- financial revenues under interest on loan N BIZ5 thousands.

Revenues from sale of services totally relate ¢gaintly-controlled company IRYDION Sp. z 0. 0. in
Warsaw, on whose behalf is implemented investmeniegt under the name of "Astrum Business
Park" in Warsaw.

The comparative year
As at 31 December 2014 settlement of the Group wjdimtly-controlled entities and associates
developed as follows:
Receivables from non-current loans — PLN 11,525¢had.
Receivables from current loans - PLN 6,054 thodsan
Trade and other receivables — PLN 105 thousand.
Trade payables — PLN 12 thousand.
In the period from 1 January 2014 to 31 Decembén 2tave occurred the following transactions with
the entities jointly-controlled and with associagdities:
- revenues from sale of services — PLN 18,0083bnd.
- financial revenues under interest on loan N RB1 thousand.

Revenues from sale of services totally relate € jbintly-controlled company IRYDION Sp. z o. o.
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in Warsaw, on whose behalf is implemented investrpeoject under the name of "Astrum Business
Park" in Warsaw.

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

Contingent liabilities - that bank guarantee of djoperformance, return of advance payment,
guarantee of payment, tender guarantee, Aval obd gzerformance of a contract, which as at the
balance sheet date are as follows

Capital Group

31 December 2015 31 December 2014

Collateral granted

Bank guarantee of good performance 15999 16 845
Guarantee of return of advance payment 4115 24 668
Guarantee of payment 852 997
Tender guarantee 60 -
Total collateral granted 21 026 42 510

Contingent liabilities
surety of promissory notes issued by a subsidRiy-INHUT Sp. with

0. 0 seated in browa Gornicza to an investor in order to secuee th 247 247
claims of a good execution

Letters of Credit 3564 -
Total collateral granted and contingent liabilities 24 837 42 757

Contingent assets
Contingent assets of the Group constitute bankagiees of a good performance, which as at

balance- sheet day amount to:

31 December 2015 31 December 2014

Collateral received

Bank guarantee of good performance 3617 1547
Aval of good performance of a contract 77 77
Total collateral received 3694 1624

Note No. 38 - Information on significant proceedisgending before the court

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

On 26 August 2008 the Court of Appeal in Warsawéska final judgment on the appeal lodged by
PROCHEM S.A. from the a/m judgment of the Dist@aiurt, recognizing in it that the claim filed by
PROCHEM S.A. regarding accounting for the contiachot premature, and at the same time has
ordered that the District Court will make the aagiing for the contract mentioned above pursuant to
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the provisions of the contract. This finding isdampliance with position in a case of PROCHEM
S.A.
On 12 August 2010 the hearing was held before trstri€t Court in Warsaw, where the Court
decided to appoint an expert- Warsaw Universityfethnology — Department of Civil Engineering,
who according to the recommendations of Court opegd will make an ultimate accounting for in
relation to the disputed contract. In April 2014e ttase file was forwarded to the expert witheds w
in an opinion published in May 2012 confirmed tineoant of the claim of PROCHEM S.A. By order
of May 31, 2012, the District Court granted thergéav University of Technology a remuneration for
opinion in the case, in relation to which the deffamt PERN lodged a complaint. According to PERN
SA the prepared opinion could not be the basisheffindings of facts of the case for the Court,
because it is contrary to the thesis of the Counhich was determined the basis and scope of the
opinion.
The Court of Appeal in Warsaw, | Civil Division haancelled the decision of the District Court
which was contested by PERN SA and the requestefouneration of an expert for the drafting of
an opinion has submitted to the District Courtrzonsideration.
On 5 February 2013 before the District Court inr¥dav, a hearing was held with the participation of
experts, after which the court decided to oblige pharties to submit the pleadings in which thelfin
the final conclusions of evidence to complementeakpert opinions will be clarified, and postponed
the hearing until 16 May 2013.
By order dated February 25, 2013, the District €CouWarsaw XXVI Economic Department upheld
the previous decision of the Court, and finally basrded a remuneration for the expert for drafting
the opinion. In grounds for the judgment the Cal@tiermined that, at the hearing on 5 February 2013,
the certified expert has carefully explained thehmodology that has been adopted for the preparation
of the legal opinion and it is not inconsistenthwilhe thesis of the Court, and there are no legiem
grounds to complaint that the methodology adoptethe experts is not correct.
On 14 May 2013, the Issuer received a notice ftoerQistrict Court in Warsaw of revocation hearing
scheduled for 16 May 2013 and the next date ofilgdras not been appointed yet.
On 9 August 2013, the Issuer received from theridtsCourt in Warsaw, the decision as of 1 August
2013, from closed session of the Court. At the imgetthe Court decided to admit evidence of a
supplementary opinion of research institute - Warg&liversity of Technology in Warsaw, in the
circumstance of determining the value of servisepplies, and other liabilities made by PROCHEM
S.A. and directly related to the implementatiorihaf agreement that have been made after the flate o
withdrawal from the contract on the basis of commeitts contracted prior to the withdrawal from the
contract. In November 2013 the experts appointethbycourt have started the work associated with
the preparation of the supplementary opinion.
On 25 February 2014, the Court received the sapgi¢ary opinion that confirms the amount of the
claim of PROCHEM S.A.
On 24 October 2014 the court suspended of its owtiom the hearing until the removal of formal
obstacles that have now been removed and on FgBu2015, a request was made to continue the
proceedings and set a date for the next meeting.
On 4 March 2015 the District Court in Warsaw hdsesitiled a hearing for 30 April 2015.
At the hearing on 30 April 2015, the Regional ConVarsaw has pledged experts to supplement the
opinion.
On 6 May 2015 in relation to the doubts raisedresjasome aspects of the expert's opinions and in
the interest of a faster conclusion of the caseQ@REM limited the action for payment by the
amount of PLN 139 thousand to the amount of PLN.@&2 thousand, along with statutory interest.
On 17 July 2015 the Company received a copy o$tipplementary opinion expert, which in all cases
had confirmed the position of PROCHEM S.A.
On 22 October 2015 the District Court in Warsaw,\XXXCommercial Division announced judgment
in the above matter, in which:

» from the principal action, jointly and severallp the Issuer and a member of the

consortium adjudged from PERN:
v' amount of PLN 35 086 589.26, with statutory insérieom 23 March 2006 until
the date of payment;
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v'amount of PLN 4 879 883.58, with statutory inteffestn 22 March 2006 until the
date of payment;
v' amount of PLN 126 400,4, with statutory interesif 16 January 2007 until the
date of payment.
» inthe cross action, dismissed the action of PERi\edy.
The above mentioned judgment constitutes the judgyoiefirst instance, the parties have the right to
lodge an appeal against the judgment.
From the above judgment on 7 December 2015 PERgéetbdn appeal. The term of consideration of
the appeal has not been set yet.

At 30 of September 2015 the Group presents theviaddes from PERN SA under guarantee deposits
seized during the execution of the contract w@tiN 17,364 thousand, which are the subject of a
final settlement of the contract and the proceedimdnich is pending before the Court. These
receivables are not covered by write-down. The neimg amount of the claim of PROCHEM S.A. in
the amount of PLN 22,728 thousand was recognizea @sntingent asset, because at the reporting
date, did not meet all the criteria for recognitaman asset in the understanding of IAS 37.

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

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

Note No. 39- Events after reporting date
Not occurred.

Note No. 40- Approval of the financial statements

Consolidated financial statements of PROCHEM S.&pi@l Group for 2015 were approved for issue
by the Management Board of PROCHEM S.A. on 28 A01L6.

Other supplementary information to the financial satements
Remuneration of the Members of Management Board & dpervisory Board
Remuneration paid in 2015 in the Issuer’s enteepio the Members of Management Board:

1. Jarostaw S$pniewski PLN 492 thousand: including remuneratistablished on profit in 2014 —
PLN 55 thousand,

2. Marek Kiersznicki PLN 315 thousand: includingnieneration established on profit in 2014 —
PLN 50 thousand,

3. Krzysztof Marczak PLN 315 thousand including ueeration established on profit in 2014 —

PLN 50 thousand,

Remuneration paid in 2054 in the Issuer’s enteegnghe Members of the Supervisory Board:

1. Marek Garliski PLN 187 thousand: including remuneration eghbd on profit in 2014 -
PLN 40 thousand,

2. Karczykowski Andrzej PLN 70 thousand: inclugliremuneration established on profit in 2014 —
PLN 40 thousand,

3. Dariusz Krajowski-Kukiel PLN 20 thousand: incing remuneration established on profit in 2014 —
PLN 20 thousand,

4. Krzysztof Obtgj PLN 70 thousand: including reratsttion established on profit in 2014 —
PLN 40 thousand,

5. Adam Parzydet PLN 20 thousand: including rematien established on profit in 2014 -
PLN 20 thousand.

6. Wiestaw Kiepiel PLN 50 thousand: including reratation established on profit in 2014 —
PLN 20 thousand

7. Steven Tappan PLN 50 thousand: including renaiiter established on profit in 2014 —
PLN 20 thousand

Prochem SA. Capital Group 62

Consolidated financial statements prepared in accordance with International Financial Reporting Standards
adopted by EU and as at and for the period ended 31December 2015



The remuneration paid to the Management Board Mesnine2015 for performing functions in the
Management Boards and in the Supervisory Boardsoafpanies belonging to the group have
received:

1. Jarostaw S$pniewski PLN 65 thousand.
2. Marek Kiersznicki PLN 172 thousand.
3. Krzysztof Marczak PLN 180 thousand.

Signatures of the Members of the Supervisory Board

28 April 2016 Jarostaw iniewski Chairman of the Board  ...................

date first name anchame position signature

28 April 2016 Marek Kiersznicki Vice Chaiam ...

date first name anrname position sitpna

28 April 2016 Krzysztof Marczak Vice Chaeim

date first name anchamone position signaur

Signature of the person responsible for bookkeeping

28 April 2016 Barbara Audainska-Sawicka Chief Accountant

date first name anchanne ifos signature
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