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BALANCE SHEET
Assets Note | End of period 3r End of period 31"
(in thousands of PLN) December 2018 December 2017
|. Fixed assets 84 771 93 835
1. Intangible assets 1 3 254 4273
2. Property, plant and equipment 2 71 302 711471
3. Investment property 3 2 286 2684
4. Stocks and shares in subsidiaries 3a 3|740 7403
5. Shares in other entities 3b 0 2 334
6. Deferred tax assets 17 873 1857
7. Trade and other receivables 4 192 213
8. Long-term receivables arising from lease 4 3124 7 263
agreements
Il. Current assets 91 245 55 209
1. Inventories 5 25 641 23 654
2. Trade and other receivables 4 47 974 22|772
3. Short-term receivables arising from lease 4 7 677 7119
agreements
4. Receivables arising from current corporate
. . 17 129 0
income tax at end of period
5. Cash and cash equivalents 6 9 824 1660
Total assets 176 016 149 044
Liabilities Note | End of period 31t End of period 31
(in thousands of PLN) December 2018 December 2017
I. Equity 93 670 85 374
1. Share capital 7 11 800 11 80(
2. Supplementary caplt_al arising from the sale of 7 6 448 6 448
shares above their nominal value
3. Revaluation reserve 7 7 983 7 840
4. Retained earnings 7 67 489 59 286
Il. Total long-term liabilities 28 291 27 09
1. Credits and loans 8 11 563 7Q71
2. Other long-term financial liabilities 9 277 15
3. Other long-term non-financial liabilities 9 383 10 588
4. Provisions for non-current liabilities 10 168 119
5. Deferred tax liabilities 17 7920 8 749
lll. Total short-term liabilities 54 055 36631
1. Credits and loans 8 24 280 22 438
2. Trade and other short-term financial liabibtie 9 27 074 10 47%
3. Other short-term non-financial liabilities 9 2739 3020
4. Liabilities arising from current income tax 71 0 15
5. Provisions for current liabilities 10 12 683
Total liabilities 176 016 149 044
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PROFIT AND LOSS STATEMENT

Profit and Loss Statement Fgr the period from For the period from 1tSt
(in thousands of PLN) Note 1 S';]anuary 2018 to January 2017 to 3%
31" December 2018 December 2017
l. Revenu_e from the sale of products, servicesdgo 11 132 326 55 150
and materials
Il. Cost of sales 12 (114 220) (49 949
lll. Gross profit (loss) 18 106 5 21(
IV. Distribution costs 12 (2 472) (2 0777)
V. Administrative expenses 12 (4 652) (2 629)
VI. Other operating income 13 3 550 5 157
VII. Other operating expense 14 (2 524) (3)444
VIIl. Operating profit (loss) 12 008 2 217
IX. Finance income 15 23b 3 447
X. Finance cost 16 (2 057) (3 467
XI. Profit (loss) before tax 10 186 219y
XIl. Income tax expense 17 (1 983) (500)
XIIl. Net profit (loss) 8 203 1697
Additional information
Weighted average number of shares (in units) 9 500 000 29 500 00p
Net profit (I_oss) per share and diluted net pr@diss) 0.28 0.06
per share (in PLN)
Discontinued operations did not occur

STATEMENT OF COMPREHENSIVE INCOME

Statement of Comprehensive Income thr the period from For the period from 1:‘
(in thousands of PLN) Note 1% January 2018 to January 2017 to 3%
31° December 2018 December 2017

Net profit (loss) 8 203 1 697
Other comprehensive income, including: 93 15
Effe_cts of revalgatlon of property, plant and 132 123
equipment to fair value

Deferred tax liability charged to equity 17 (39) (108)
Total comprehensive income 8 296 1712
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STATEMENT OF CHANGES IN EQUITY

Supplementary
capital arising
Statement of Changes in Equity Share from the sale of | Revaluation | Retained Total
(in thousands of PLN) Note capital shares above reserve earnings equity
their nominal
value
Data as for ' January 2018 11 800 6 448 7 840 59 286 85 37
Raising capital through issuance of new shares 0
Net surplus from the sale of shares above their 0
nominal value
Total comprehensive income 93 8 203 8 296
Data as for 3f' December 2018 11 800 6 448 7 933 67 489 93 67
Data as for £' January 2017 11 800 6 448 7 825 57 589 83 66
Raising capital through issuance of new shares 0
Net surplus from the sale of shares above their 0
nominal value
Total comprehensive income 15 1697 1712
Data as for31% December 2017 11 800 6 448 7 840 59 286 85 37
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CASH FLOW STATEMENT

Statement thr the period from thr the period from
(in thousands of PLN) Note | 1 S;]anuary 2018to | 1” January 2017 to
31" December 2018 | 31% December 2017

Operating activities
Net profit (loss) 17 8 203 1697
Depreciation and amortization 12 7 453 7 362
Gains and losses through currency fluctuations 15 83 5
Interest and profit sharing (dividends) 16 2 334 0
Profit (loss) on investment activities 19 12 12
Change in provisions for liabilities and deferrad liabilities 19 (755) 500
Change in inventories 5 (1982) 490
Change in trade and other receivables excludingrazhs
transferred for the acquisition of fixed assets (34 934) (20 784)
Change in liabilities excluding credits, loans and 19 16 321 1957
provisions
Change in deferred tax assets 17 (984) (514)
Other adjustments 0 0
Current income tax from profit and loss statement 17 0 15
Curr_ent income tax paid (adjusted for the settlerbarance of the 17 (129) 0
previous year)
Net cash flows from operating activities (848) (9 260)
Investment activities
Disposal of intangible assets and property, pladtequipment 19 117D 52
Purchase of intangible assets and property, plaheguipment 1,2 (7 110) (59)
Transferred advances for the acquisition of intalegassets and

) 4 (117) 0
property, plant and equipment
Purchase of investment property 3 0 0
Subscription for shares in subsidiaries 3 545 1864
Long-term loans granted to subsidiaries 4 0 0
Loans granted to other entities 4 0 0
Repayment of loans granted to subsidiaries 70 0
Repayment of granted loans 1513 750
Received interest on granted loans 15 37 84
Received interest on loans granted to subsidiaries 15 6 0
Net cash flows from investment activities 3(886) 2691
Financing activities
Net inflows from issuance of shares 7 0 0
Received credits and loans 8 24 607 8 543
Repayment of credits and loans 8 (18 3p2) (6 168)
Other inflows (+) or outflows (-) from financing tadties 9 458 1376
Payment of liabilities arising from finance lease 9 (259) (259)
Payment of receivables arising from financial legsi 11508 4937
Interest paid (1 594) (900)
Net cash flows from financing activities 16 6398 7 529
Total net change in cash 8 164 960
Effect of exchange rate changes on cash and cash 0 0
equivalents denominated in foreign currencies
Balance sheet change in cash and cash equivalents 6 8 164 960
Cash and cash equivalents at beginning of period 1660 700
Cash and cash equivalents at end of period 9 824 1660
Including cash of limited disposability 6 0 0
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ADDITIONAL INFORMATION TO THE INDIVIDUAL FINANCIAL STATEMENT
1.  Introduction
1.1.Business name, registered office, line of busiss

Business name: PATENTUS Spoétka Akcyjna
Registered Office: Pszczyna

Company address: 43-200 Pszczyna, street Glgeka 11. PATENTUS Spétka Akcyjna (the
Company) operates at its registered office, bub #fsough its branches which are not self-
balancing entities of the Company.

Registration: The Company was registered 8nJ8ne 1997 by District Court in Katowice™ 8
Department of Economic Registration under the nunitidB 14340. The current registration
authority is the District Court Katowice-Wschéd iatowice, § Economic Department of
National Court Register (NCR). The Company is reged under the number KRS 0000092392.

VATIN: 638-14-35-033
National Business Registry Number: 273585931

Line of business: According to Polish Classificataf Activities (PKD 2007), the primary line of
business corresponds to the activities identifieden the symbol 28.92Z7 - "Manufacture of
machinery for mining, quarrying and construction".

The Company is also involved in: installation, ne@ad maintenance of machinery for mining,
guarrying and construction and wholesale of stemdycts, welding products and packaging.

1.2.Company’s duration

The Company's duration is indefinite.

1.3.Composition of the Management Board and the Sepvisory Board

As for 37 December 2018, the Management Board of the Compamsists of:

» Jb6zef DUDA - President of the Management Board
» Stanistaw DUDA - Vice President of the Managemeoaisl

Only President of the Management Board and VicesiBeat of the Management Board can
independently submit and sign statements on beltfdlie Company. The term of office of the
Management Board lasts from™@3Viay 2017 until 2% May 2022.

As for 3T December 2018, the Supervisory Board of the Compansists of:

* Barttomiej NIEMIEC

e tukasz DUDA
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* Anna GOTZ
e Jakub SZYMCZAK
* Edyta Glombek

In the reporting period there was a change in tsgtipn of a Member of the Supervisory Board.
On 24" May 2018, Mrs. Alicja Saller-Pawelczyk resignednir the position of a Member of the
Supervisory Board and the General Meeting of then@any by resolution No. 19 appointed Mrs.
Edyta Gtombek as her seat.

Until the day of drawing up this financial staterhand its approval for publication, there were no
changes in the composition of the Management Baaddthe Supervisory Board.

1.4. Date of approval of the individual financial statenent

This individual financial statement was approvedgablication and signed by the Management
Board of the Company on ®March 2019.

1.5. Discontinued operations, assets held for sale

The Management Board declares, that the Compangadidiscontinue any operations. There are
no assets or asset groups held for sale or retatetiscontinued operations, and there is no
revenue or expense from discontinued operations.

1.6. Going concern

Financial statement was prepared on the assumghtiahthe Company is a going concern and
operates in its original form and line of busin&gsa period of at least 12 months from the end of
the reporting period. Moreover, there is no evideribat the Company has neither the intention
nor the need to liquidate or curtail materially 8oale of its operations. On the day of signing the
financial statement, the Management Board of thengamy did not identify any facts or
circumstances, that may cast significant doubt upenCompany’s ability to continue as a going
concern in the foreseeable future.

1.7. The framework for the preparation and presentationof financial statement

Individual financial statement of PATENTUS S.A. hiasen prepared in accordance with the
International Financial Reporting Standards, lraéional Accounting Standards and related
interpretations published in the form of regulasidny the European Commission (hereinafter
IFRS).

Financial statement has been prepared under ltst@ast basis (adjusted for impairment losses),
except for investment properties, land and findrassets available for sale, which are measured
at fair value.

The basis for the preparation of financial statemaenaccordance with IFRS is Article 45
paragraph la of the Accounting Act. Under this mion, the Company as an issuer of securities
admitted to trading on the Warsaw Stock Exchangg degide to prepare its financial statement
in accordance with IFRS. The decision on applicatef IFRS has been adopted by the
Extraordinary General Meeting of PATENTUS S.A. Ruanst to the resolution No 2 of the
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Extraordinary General Meeting of PATENTUS S.A. dad" November 2007 - the date of
transition to IFRS is *l January 2004 and at that date, the Company hasmdsp the opening
balance. For the purposes of the Issue Prospefihagicial statements of the Company for
previous years, that were originally prepared untter Polish Accounting Act, have been
converted to IFRS.

The Company exercised its rights under 8§ 10 of 1A&d did not change the names of elements
of full financial statement. And so:

- the term "Balance Sheet" will be used instead ef tdrm "Statement of Financial
Position”
- the term "Statement of Changes in Equity” will Isediinstead of the term "Statement
of Changes in Equity for the period"
- the term "Cash Flow Statement” will be used instefathe term "Statement of Cash
Flows"
-"Statement of Comprehensive Income" consists ofdiements, "Profit and Loss Statement" and
separate "Statement of Comprehensive Income”

1.8. Functional and presentation currency of the financl statement, fiscal year

Company's functional currency and presentatiorecway of this financial statement is PLN.

The financial data reported in the financial staatms in thousands of Zlotys (thousands of PLN),
unless there was a need to present it with greataracy.

Company's fiscal year corresponds with the calepedar.

1.9. Statement of the Management Board about the compliece with IFRS

The Management Board declares, that the indivilinahcial statement of PATENTUS S.A. has
been prepared in accordance with the Internatibimancial Reporting Standards, International
Accounting Standards and related interpretationslighed in the form of regulations by the
European Commission.

2. Description of the most important accounting princples (policy) used in this report
2.1. Application of IFRS

New standards, changes in existing standards andterpretations that have been adopted by
the European Union ("EU"):

« IFRS 16 "Leases" published on™3anuary 2016. Effective for annual periods begigni
on or after I January 2019;

« Explanations to IFRS 15 "Revenues from contracth wistomers" published on 12
April 2016. Effective for annual periods beginnioig or after I January 2018;

* Amendments to IFRS 4: application of IFRS 9 "Finahmstruments" including IFRS 4
"Insurance contracts" published on"18eptember 2016. Effective for annual periods
beginning on or after®lJanuary 2018;
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Amendments to IAS 12: Recognition of deferred ineomax assets resulting from
unsettled tax losses published on™1%anuary 2016. Effective for annual periods
beginning on or after®lJanuary 2017;

Amendments to IAS 7: Information Disclosure Initiat published on 29January 2016.
Effective for annual periods beginning on or aft€danuary 2017;

New standards, changes in existing standards and terpretations that have not been
adopted by the European Union:

IFRS 17 "Insurance Contracts" published off May 2017. Effective for annual periods
beginning on or after®lJanuary 2021;

IFRIC Interpretation 22: Transactions in foreignrremcies and advance payments
published on 8 December 2016. Effective for annual periods begiron or after ¥
January 2018;

IFRIC Interpretation 23: Uncertainty related to tkeognition of income tax published on
7" June 2017. Effective for annual periods beginmingr after I January 2019;
Amendments to IFRS 2: Classification and valuatbshare-based payment transactions
published on 20 June 2016. Effective for annual periods beginmingr after I January
2018;

Amendments resulting from the review of IFRS cy2@l4 - 2016 issued 8 December
2016. Amendments to IFRS 12 and IFRS 1 are effedtv annual periods beginning on
or after £' January 2017 or later, while the amendments to28%re effective for annual
periods beginning on of'Uanuary 2018 or later),

Amendments to IAS 40: Transfer of investment dhBecember 2016. Effective for
annual periods beginning on or aftérJanuary 2018;

Amendments to IFRS 9: Contracts with prepaymertufea with negative compensation
published on 12 October 2017. Effective for annual periods begignon or after
January 2019;

Amendments to IAS 28: Long-term shares in assagiatal joint ventures published on
12" October 2017. Effective for annual periods begigron or after ¥ January 2019;
Amendments preparing from the review of IFRS, 2018017 series, issued on ™2
December 2017. Effective for annual periods begigmin or after ¥ January 2019;
Amendments to IAS 19 Change, restriction or reguaof the program published off 7
February 2018. Effective for annual periods begigron or after % January 2019.

The Management Board expects, that the applicabbnabove-mentioned standards and
interpretations will not have significant effect the financial statement for the period of itsiatit
application.

The Management Board does not foresee the possilmfi early adoption of standards,
amendments to standards and interpretations.
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2.2. Changes in applied accounting principles.

The accounting principles (policies) used to prephe financial statements are consistent with
those used in the preparation of the Company'si¢iah statements for 2017, excluding changes
resulting from the adoption of new standards of 3F® "Financial Instruments” and IFRS 15
"Revenue from contracts with customers".

The International Accounting Standards Board hgsaed new standards for application: IFRS
9 and IFRS 15, which are effective for annual msibeginning on or after 1 January 2018. The
impact of applying the above standards on the agpéinancial statements is presented below:

2.2.1 IFRS 9 "Financial Instruments"

The company applied the IFRS 9 standard with effech 1** January 2018 without transforming
the comparative data, which means that the dat®2@d7 and 2018 will not be comparable.
Adjustments related to the adjustment to IFRS 9ewietroduced on *i January 2018 with
reference impact on equity.

From £' January 2018, the Company classifies financiaktassito the following valuation
categories:

* measured at amortized cost,
* measured at fair value through other compreheriscsome,
* measured at fair value through profit or loss.

The company qualifies financial assets to the gmpate category depending on the business
model of managing financial assets and on the cleratics of contractual cash flows for a given
financial asset.

Financial assets valued at amortized cosire debt instruments held to collect contractuahca
flows, which include only repayments of principahdainterest. The Company classifies
receivables due to deliveries and services, loaasted, other financial receivables as well as
cash and cash equivalents to assets valued atiaedodost. Financial assets are measured at
amortized cost using the effective interest rat¢hotk Receivables from deliveries and services
after initial recognition are measured at amortizedt using the effective interest rate method,
including impairment losses, while receivables frdativeries and services with a maturity of less
than 12 months from the date of creation (i.e. aathelement of financing) and not forwarded to
factoring, are not discounted and are valued &t vatue.

Financial assets at fair value through other comprieensive incomeare:

* debt instruments, of which the flows constitutdyopayments of principal and interest, and
which are maintained in order to collect contracbaesh flows and for sale,

* investments in equity instruments. Changes indaeying amount are recognized in other
comprehensive income, except for profits and loshes to impairment, interest income and
foreign exchange differences and dividends, whrehracognized in profit or loss. To the assets
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measured at fair value through other compreherisiseme, the company classifies stocks and
shares in other entities as of the initial recagnit

Financial assets at fair value through profit or Issare financial instrumenthat do not meet
the measurement criteria at amortized cost oriaw#ue through other comprehensive income.
The Company classifies derivative instruments,dregteivables subject to factoring as assets at
fair value through the financial result, when tleents of the factoring agreement result in the
cessation of receivables and loans that do not theeSPPI and dividend tests. IFRS 9 did not
change the classification of financial liabilities.

The table below presents changes in the classdicand measurement of financial assets as at
the date of first application of IFRS 9

- - Wartos¢ bilansowa | Wartos¢ bilansowa
Klasyfikacja wg MSR 39  Klasyfikacja wg MSSF 9 wg MSR 39 wg MSSF 9 Ref.

Aktywa finansowe 31.12.2017 01.01.2018

Wyceniane w warteci

Udzialy i akcje w pozostalych Dostpne do sprzedst |godziwej przez pozostale 2.334,0 2.334,00 a)

Jednostkach catkowite dochody

Nalenosciztyt Umow |5 kiinalenosci | YSenane w _ 14.381,0 14381,00  b)

leasingu zamortyzowanym koszcie

Nala.nom z tytulu umw Pazyczki i nalencci Wyceniane w . 0,00 0,0 o)

leasingu zamortyzowanym koszcie

Pazyczki udzielone Poyczkiinalenosci Wyceniane w . 900,0( 900,00 d)
zamortyzowanym koszcie

Pozostate naimosci Pazyczki i nalenosci Wyceniane w . 21.675,0 21.675,00 e)
zamortyzowanym koszcie

Srodki piengzne iich Payczkiinalencsci | /Yceniane w _ 1.660,0 166000 )

ekwiwalenty zamortyzowanym koszcie

2.2.2 Impairment of financial assets
Assets recognized at amortized cost

IFRS 9 introduced a change in the approach to astithe impairment of financial assets from
the loss model for the model based on the calamatif expected losses. The most important
items of financial assets in the Company's findnstiatements that are subject to the amended
principles of calculating expected credit losses taade receivables and loans granted. At each
balance sheet date, the entity makes an assessfregected loan losses, regardless of whether
there is any indication of impairment.

The Company uses the following models for detemgrimpairment losses for individual items
of financial assets:

» Loans granted and receivables from related entities the Company performs an individual
analysis of each exposure by assigning it to ortarek levels:

a) Level 1 - balances for which there was no signiftdacrease in credit risk from the initial
recognition and for which the expected loss is meitged based on the probability of
insolvency within 12 months,
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b) Level 2 - balances for which there has been afsignt increase in credit risk from the
initial recognition and for which the expected lissletermined based on the probability
of insolvency throughout the entire loan term,

c) Level 3 - balances with identified impairment, asllivas balances for which there is no
significant credit risk (due to the surplus of ildles over the exposure of loans and
receivables).

For exposures classified to grade 1 or 2, the impet allowance is determined based on
individually determined rating, repayment profiledecollateral recovery.

For exposures classified to step 3, the amourtiefrhpairment write-down equals the difference
between the carrying amount of the asset and theept value of estimated future cash flows
(excluding future losses from unrecoverable reddes that have not yet been incurred)
discounted with the effective interest rate .

Reversal of created write-offs occurs when theeanirvalue of estimated future cash flows is
higher than the net assets involved and a podi@ance of payments is planned for the next 12
months from a given entity.

* Receivables from other entities- the Company analyzes the portfolio exposure h(\ite
exception of those analyzed individually as unsutgat) and applies a simplified write-down
matrix in individual age ranges based on expectah llosses over the entire life of the
receivables (based on default ratios set at baseustorical data). The expected credit loss is
calculated when the receivable is recognized irstttement of financial position and is updated
on each subsequent day ending the reporting peteggending on the number of overdue days of
a given receivable.

* Cash - the Company makes estimates of write-offs basmedhe probability of insolvency
determined on the basis of external ratings of balflke company currently does not apply hedge
accounting principles. The table below presentsiriqgact of the implementation of IFRS 9 on
the separate financial statements of the Compaay &sJanuary 2018:

2.2.3 IFRS 15 "Revenue from contracts with customet'

The company applied IFRS 15 "Revenues from corstradgth customers” with effect from®'1
January 2018, using a modified retrospective amproaithout adjusting the comparative data.

The company applies the principles of IFRS 15 iditig a 5-step model for recognizing revenues.
The Company recognizes revenues when the obligatigperform the service is fulfilled by
transferring the promised good or service (i.easset) to the client, i.e. when the client obtains
control over that asset. Revenues are recognizathasnts equal to the transaction price that has
been assigned to this obligation to perform theiser

In order to determine the transaction price, then@any takes into account the terms of the
contract and the usual commercial practices. Tdres#ction price is the amount of remuneration
which, in line with the Company's expectation, vii# due in exchange for the transfer of the
promised goods or services to the client, excludingunts collected on behalf of third parties
(for example, some sales taxes). The remunerapenified in the contract with the client may
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include fixed amounts, variable amounts or bothesymf amounts. In the event of variable
remuneration, the Company estimates the amountfble remuneration to which it will be
entitled in exchange for the transfer of promisedds or services to the client.

The application of IFRS 15 did not have a significampact on the Company's financial
statements at the time of the first applicatiorthaf standard, i.e. in the period starting froth 1
January 2018.

2.3. Transactions in foreign currency and measurement otems denominated in foreign
currency

Business transactions denominated in foreign cayrane recognized in the books at the date of
their execution at the exchange rate:

« actually used on that day, based on the natureeocbperation - in the case of
acquisition or sale of foreign currencies and paymef receivables or
liabilities,

* based on the average exchange rate of the Na&ardd of Poland from the
last working day for a given currency preceding tlag of the transaction,
unless the Company agreed for a different exchamge valid for the
remaining operations, as stated in the customsadgn or other binding
document.

Assets and liabilities denominated in foreign cocies are measured at the average exchange rate
published by the National Bank of Poland for a giwrrency prevailing at the balance sheet
date.

The exchange rates published by the National Barikotand for a given currency prevailing at
the balance sheet date are presented in "Seleictaddtal Data converted into Euros (EUR)".

Foreign exchange differences arising from the nreamsent of balance sheet assets and liabilities
denominated in foreign currencies; from settlemehttransactions denominated in foreign
currencies; and relating to Company's core busiaesgties (operating activities) are recognized
as finance cost or finance income.

2.4. Property, plant and equipment

Property, plant and equipment are tangible items:

» that are held for use in the production or supplgands or services, for rental
to others, or for administrative purposes,

« that are expected to be used during more than ese y

» for which there is a likelihood, that the Compani} veceive future economic
benefits associated with the component of the ptppe
» which value can be determined reliably.

Property, plant and equipment include, inter alia:
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* own land,

» right of perpetual usufruct of land,

» buildings, civil engineering facilities, and sepgatg owned premises,
* machinery, equipment, vehicles,

» other movable tangible assets,

» improvements in foreign-owned tangible assets,

» tangible assets under construction,installatiommgrovement of an existing
tangible asset.

Property, plant and equipment also include tangisieets acquired for safety or environmental
reasons.

On the date of initial recognition, property, plaamd equipment shall be measured at their
purchase price/cost of production. The purchassefmdst of production include borrowing cost

incurred to finance the acquisition or constructadrtangible asset (in accordance with 1AS 23,

revised in 2007).

In connection with first-time adoption of IFRS off danuary 2004, fair value of the item of
property, plant and equipment was used as its déewst (in accordance with IFRS 1, § 16).

Subsequent costs are included in the carrying abafuam item of property, plant and equipment
or are recognized as a separate fixed asset (vepgiecable), only if it is probable that future
economic benefits will flow to the Company and tiest of the item can be measured reliably. All
other expenditures on repairs and maintenanceeoitéim of property, plant and equipment are
recognized in the profit and loss statement forfigeal period in which they are incurred.

The right of perpetual usufruct was acquired onsiseondary market and is shown together with
the value of own land, in the group of tangiblectss

On the balance sheet date, the item of propergntpnd equipment included in the group of
“land" (including the right of perpetual usufrudtland) is measured according to the revaluation
model (in accordance with IAS 16, § 31 et seq.ydReed amount of the item of property, plant
and equipment included in this group, is the faalue at the date of the revaluation less
subsequent cumulative amount of impairment losResaluations shall be made with sufficient
regularity to ensure, that the carrying amount dugdiffer materially from, that which would be
determined using fair value at the balance shetd. dair value is determined based on the
measurement done by a professional appraiser. régedncy of revaluations depends upon the
changes in fair values of the revalued items operty, plant and equipment. When the fair value
of a revalued asset differs materially from itsrgeng amount, a further revaluation is required. If
an item of property, plant and equipment is revéjube entire group of property, plant and
equipment to which that asset belongs shall bduedalf an asset's carrying amount is increased,
as a result of a revaluation, the increase shatirbdited directly to other equity as "revaluation
reserve". Revaluation reserve is adjusted for dedfetax liabilities. Revaluation reserve included
in equity may be transferred directly to "retainearnings” when the corresponding asset is
derecognized.
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When an item of property, plant and equipment \&leed, the accumulated depreciation at the
date of the revaluation is eliminated from the grealue of asset’s carrying amount and its net
value of the carrying amount is restated to assevalued amount.

The item of property, plant and equipment clasdiis other generic group, that is, buildings and
structures, machinery and equipment, vehicles adneranovable tangible assets, improvements
in foreign tangible assets, tangible assets undestouction - is measured at the balance sheet
date, at purchase price or production cost lessnaglated depreciation and impairment losses.

Land and right of perpetual usufruct of land, it@dance with accepted accounting principles,
are not depreciated.

Depreciation of tangible assets shall be made siragght line basis over the estimated useful life
of the asset.

The following time ranges have been adopted asshmated useful lives of tangible assets:

» Buildings and civil engineering facilities: 11-76ayrs,

* Machinery and equipment: 4-13 years,

* Vehicles: 6-15 years,

« Other property, plant and equipment - useful lifeach asset is estimated individually

The above-mentioned useful lives apply to new talegassets. If used tangible asset is put into
use, the depreciation rates are set individuattgpeding to the expected useful life of the asset.
Asset's depreciation basis is equal to its inv&ue.

The Company did not identify any significant compots of used tangible assets, whose useful
lives would be different from the useful life oftlhwvhole tangible asset.

Depreciation begins when the asset is availablai$er Depreciation ceases at the earlier of the
date, that the asset is classified as held for(salecluded in a disposal group that is clasdifes
held for sale) in accordance with IFRS 5 "Fixedegséeld for sale and discontinued operations”,
and the date that the asset is derecognized. Th®def depreciation, rate of depreciation and
residual value are reviewed at each balance shatt d\ny changes resulting from the
verification are recognized as change in estimates.

Impairment losses are made to its recoverable athdutihe carrying amount of the asset (or
cashgenerating unit to which it belongs) is gredtan its estimated recoverable amount. The
impairment test is performed and any potential immpant losses are recognized, in accordance
with the principles set out in section "Impairmehton-financial assets".

Tangible asset shall be derecognized on disposaktmn no future economic benefits are
expected from its use or disposal. The gain or &&8ng from the derecognition of an item of
property, plant and equipment shall be determiredha difference between the net disposal
proceeds and the carrying amount of the item, dadl e recognized in the profit and loss
statement.
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2.5. Leasing

A lease agreement, under which substantially a8 tisks and rewards incidental to legal
ownership are transferred to the Company, is dladsas finance lease. Assets held under finance
lease shall be recognized as assets at amountistedba fair value of the leased property or, if
lower, the present value of the minimum lease payseach determined at the inception of the
lease.

Each lease payment shall be apportioned betweandacost and the amount that reduces the
balance of the liability, in such a way as to maimta constant rate of interest on the remaining
balance of the liability. The interest elementiuf tease payment is recognized as finance cost in
the profit and loss statement over the lease tersuch a way as to obtain a constant periodic rate
of interest for each period on the remaining badaat the liability. Depreciable leased assets
acquired under finance lease are depreciated angota the principles described for property,
plant and equipment.

A lease agreement, under which a significant porod risks and rewards incidental to legal
ownership are retained by the lessor, is classégdperating lease.

In the case where the Company concludes a fin@ase land acts as the lessor, it shall recognize
the asset held under finance lease in their balaheets and present it as a receivable at the
amount equal to the net lease investment.

The Company, as a manufacturer of machines covbyedinance lease agreements, shall
recognize selling profit or loss in the period, dncordance with the policy followed by the
Company for outright sales. Cost incurred by mactufer in connection with the production of
machinery, negotiating and arranging of the leageement shall be recognized as an expense
when the selling profit is recognized.

The recognition of finance income, during the ta@fnfinance lease agreement, shall be based on a
pattern reflecting a constant periodic rate ofmretan the net lease investment.

2.6. Investment property

Investment property is a property which the Compaegts as a source of rental income or holds
in its possession due to the increase in theireyaluboth jointly.

An investment property shall be measured initialyts cost. Transaction cost and borrowing cost
incurred to finance the acquisition shall be inelddn the initial measurement.

For subsequent balance sheet dates, investmergrpegpare measured at fair value. A gain or
loss arising from a change in the fair value okistment property shall be recognized in net profit
(loss) for the period in which it arises.

An investment property shall be derecognized opatial or when the investment property is
permanently withdrawn from use and no future ecandranefits are expected from its disposal.

Investment properties are measured according éorational Valuation Standards. Market value
reflects the collective perception and operatiorthef market and is the basis for estimating the
value of most stocks in the economy based on maukes. Market value (or professional market
value opinion) is defined as the estimated, ardteip amount for which a particular property
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should be quoted on the valuation day, betweemwtlisg buyer and the willing seller, in a
transaction where the parties are not particulartgrdependent, Recognizing a market where
each of the parties is well informed of the impottaaits that affect the value of the transaction,
acts with understanding, prudence and without ¢coerc

According to International Valuation Standards, determine the market value using the
following valuation methods:

- Comparative approach - Condition of use - Neagssalection of comparable and other
transactions, market comparisons based on marketadtion;

- income capitalization approach, including disdedncash flow analysis; - condition of use;
market information on rental rates and rates afrret

- cost approach - condition of use - constructiost€ and consumption determined on the basis of
market analyzes, cost estimates and consumption;

The valuation rules in IAS are located at threeelevThe first level of International Valuation
Standards comprises three fundamental standards:

- MSW 1. Market value as the basis for valuation,
- MSW 2. Non-market values as a basis for valuation
- MSW 3. Estimated operation.

The next level is called Application of InternatérvValuation Standards [AMLM] and applies to
the rules of application of the Ministry of Interim individual situations. This level is divided a
follows:

- ZMSW 1. Valuation for the purposes of financi@tements,
- ZMSW 2. Valuation for credit purposes.

The third level of the Ministry of Interior providdnterpretative guidance where an expert will
learn about the details of solving problems anddassthat may arise during the valuation. The
current edition of the Ministry of Interior contaii4 interpretative guidelines.

The concept of market value according to the Mipistf Interior reflects the overall concept of
market functioning and is the basis for the vabratf most stocks in market economies, and the
definition is simple and rigorous. Fair value idided in IFRS as the amount at which an asset
could be exchanged on an arm's length basis oatfeunt that could be settled between the
parties knowingly and knowingly transacts the teamion (IAS 16, paragraph 6). The concept of
fair value is used to determine both market andmarket values in financial statements. In the
balance sheet, the asset is recognized at faie\after deduction of depreciation (amortization)
and accumulated impairment losses (IAS 36, itenWéjere it is possible to determine the market
value of an asset, it is considered to be fair. U$e of the fair value model requires constant and
ongoing value updates. In the initial approaclr, ¥alue is used when using a revaluation based
model (IAS 16, point 31).

Therefore, the fair value of an asset is basedsomarket value.
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The definition of market value contained in the iNaal Standards and in the Real Estate
Management Act is identical with the definitiontire IAS.

The market value of the property, in accordancen witt. 151 of the Act on Real Estate
Management and Professional Standards of Valudigisnost probable its price, obtainable on
the market, with the following assumptions: partiese independent from each other, did not act
in a forced situation and had a firm intention éemclude a contract, To expose real estate on the
market to negotiate the terms of the contract. Thenpany has separated property, plant and
equipment that are fully leased to other entitind avhich meet the definition of investment
property (paragraph 5 of IAS 40 Investment Propemyccording to the Ministry of Internal
Affairs, fair value measurement was based on tipgadezation of income method (Identity with
investment method, net simple capitalization teghei according to UGN and National
Standards).

2.7. Intangible assets

An intangible asset is an identifiable non-mone&syget without physical substance. In particular,
intangible assets include:

e acquired computer software,

e acquired property rights - development costs, petgry copyrights, related rights,
licenses, concessions, utility model, patents gimaatk rights, design rights.

Intangible assets shall be measured at its purchése less accumulated amortization and
cumulative amount of impairment losses.

Intangible assets also include the costs of comgletevelopment work. Costs of completed
development work carried out by an entity for gnopurposes, incurred before production or use
of technology is included in intangible assets, if:

1) the product or technology of manufacture isctiyridefined and that the development costs
relied on reliably,

(2) The technical suitability of the product orheoclogy has been documented and documented
accordingly, and on that basis, the individual Hasided to manufacture those products or use
technology,

3) Development costs will be covered, as anticghdby the sales of these products or technology.

The above means that only when the above mentiGosts of completed development work may
be capitalized as intangible assets.

Pending completion of work and fulfillment of tldorementioned conditions, the development
costs incurred are recognized in the balance stsgetogressive development work.

The costs of completed development work are writiéor the period of economic usefulness of
the results of development work. If, in exceptiocases, the economic useful life of the results of
such works can not be estimated reliably, the pavfonrite-offs can not exceed 5 years.
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Developmental failures that did not produce ingzhcesults or positive results, which for various
reasons have not been implemented, pay off thediahresult in the year in which they were
completed. They are then charged to other operatipgnses.

Amortization of intangible assets is calculatedacstraight-line basis over their anticipated useful
lives, that for different types of intangible asseguals:

» Software licenses and computer software - 1-2 ydargustified cases, the expected
useful life of the license may be extended to 2&rye

» Development costs - 2-5 years.

The Company has no other intangible assets witkfimite useful lives. Intangible assets, that
have not yet been put into use, are not amortized they are settled under another group of
intangible assets. These types of intangible assetsubject to mandatory annual impairment
test.

Amortization shall begin when the intangible assetvailable for use. Amortization shall cease at
the earlier of the date, that the intangible assatlassified as held for sale (or included in a
disposal group that is classified as held for sam&ccordance with IFRS 5 "Fixed assets held for
sale and discontinued operations" and the datehbaisset is derecognized.

The residual value of intangible assets owned byGbmpany shall be assumed to be zero.

The method of amortization and rate of amortizatiom reviewed at each balance sheet date. Any
changes resulting from the verification are recegdias change in estimates.

Intangible assets are tested for impairment in @aswe with the principles set out in section
"Impairment of non-financial assets".

Intangible asset shall be derecognized on disposalhen no future economic benefits are
expected from its use or disposal. The gain or éssng from derecognition of intangible asset
shall be determined as the difference betweendihedlue of revenue from sales (if any) and the
carrying amount of this intangible asset, and dballecognized in the profit and loss statement.

2.8.  Capital investments
Subsidiaries

In the financial statement, investments in subseathat are not classified as held for sale
according to IFRS 5, shall be recognized at cospraling to IAS 27 Consolidated and separate
financial statements, less impairment losses acuptd IAS 36 Impairment of assets, where the
impairment is assessed by comparing the carryinguatwith the higher of two amounts:

- fair value or

- value in use
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Associates

An associate is an entity, over which the invebts significant influence, but does not control it,
that is, he does not participate in setting bottaricial and operational policy of the associate,
which generally involves a shareholding of betw2é% and 50% of the voting rights and has no
other means which could affect the associate'siaes.

Investments in associates does not occur in thégiial statement.

2.9. Impairment of non-financial assets

At each balance sheet date, the Company reviewsatingging amount of fixed assets to determine
whether or not there is any indication of possibipairment. If any such indication exists, the
Company shall estimate the recoverable amount aiszet in order to determine the potential
impairment loss.

When an asset does not generate cash flows, ehddrgely independent of cash flows generated
by other assets, the analysis is performed fooampf assets generating cash flows to which the
asset belongs. The recoverable amount is determam#ue higher of two values, that is: fair value
less selling costs and value in use, which is &gmnevalue of estimated future cash flows
discounted using a discount rate, that reflectsectirmarket value of money and specific risk, if
any, for a given asset.

If the recoverable amount is lower than the nekbadue of an asset or its group, the book value
is reduced to the recoverable amount. Resultirgjifoeecognized as cost incurred in the period of
the impairment.

In the event when the impairment loss is reversed, asset value is increased to the newly
estimated recoverable amount, but not higher thannet value of asset, that would have been
determined, if impairment loss had not been recmghiin prior periods. Reversal of an
impairment loss is recognized in the period in \atite indications causing impairment loss have
ceased to exist.

As of 3T December 2016 the Company tested for impairmefikedl assets and intangible asset
ssubject to the provisions of the provisions of IAS6 test was conducted
in come metod based on financial projections EBITOAe recoverable amount is determined
based on value in use is higher than the carryalgevof tangible fixed assets and intangible
assets. In this way, the estimated fair value giiicant tangible fixed assets is greater than the
carrying value of 20,5 %.

There is no need to make write-downs related tgothtential impairment of property, plant and
equipment and intangible assets in the balancetawdlee end of the financial year.

2.10. Financial assets

The Company classifies financial assets into orfewfcategories described below. Classification
is based on the purpose for which financial assete acquired, the method of measurement and
the place of their effect. Classification is madete initial recognition of financial asset. The
following classification refers to measurement arat presentation of financial assets in the
financial statement.
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Principles for the classification of financial atssmto different categories and their measurement:

* measured at amortized cost,
* measured at fair value through other compreherissome,
* measured at fair value through profit or loss.

Financial assets valued at amortized costre debt instruments held to collect contractuahca
flows, which include only repayments of principahdainterest. The Company classifies
receivables due to deliveries and services, loaasted, other financial receivables as well as
cash and cash equivalents to assets valued atiaedodost. Financial assets are measured at
amortized cost using the effective interest ratéhoe Receivables from deliveries and services
after initial recognition are measured at amortizedt using the effective interest rate method,
including impairment losses, while receivables froefiveries and services with a maturity of less
than 12 months from the date of creation (i.e. aathelement of financing) and not forwarded to
factoring, are not discounted and are valued & Vatue.

Financial assets at fair value through other comprieensive incomeare:

 debt instruments, of which the flows constitutdyopayments of principal and interest, and
which are maintained in order to collect contracbaesh flows and for sale,

* investments in equity instruments. Changes indheying amount are recognized in other
comprehensive income, except for profits and loshes to impairment, interest income and
foreign exchange differences and dividends, whrehracognized in profit or loss. To the assets
measured at fair value through other compreherisiseme, the company classifies stocks and
shares in other entities as of the initial recagnit

Financial assets at fair value through profit or Issare financial instrumenthat do not meet
the measurement criteria at amortized cost oriaw#ue through other comprehensive income.
The Company classifies derivative instruments,dregteivables subject to factoring as assets at
fair value through the financial result, when tleents of the factoring agreement result in the
cessation of receivables and loans that do not theeSPPI and dividend tests. IFRS 9 did not
change the classification of financial liabilities.

2.11. Derivatives and hedging instruments

Derivatives are recognized and measured at thieivddue at the balance sheet date. Methods of
recognizing gains and losses on derivatives deperttie nature of the collateral and on whether
the instrument was designated as a hedging instrur@@ven instrument can act as a fair value
hedge, a cash flow hedge or a hedge of foreigrsinvent.

The Company did not use any derivatives and diccantlude any hedging transactions.
2.12. Inventories

Inventories include assets held for sale in thénargt course of business, that are in the prockss o
production for such sale and which have the forrmaferials or supplies to be consumed in the
production process or in the rendering of servit@gentories include materials, goods, work in
progress and finished products.

Page 24 of 108



PATENTUS S.A. headquartered in Pszczyna, street@sigska 11
Annual Individual Financial Statement prepareddocadance with IFRS as adopted by the EuropeanriJnio
for the period 1 January 2018 to $1December 2018
(amounts in tables are in thousands of PLN, urdged otherwise)

At the balance sheet date, materials and goodsi@asured at cost, where materials held for sale
and goods are not measured higher than net sellicg.

Write-downs of goods and materials resulting frdrairt measurement in net selling prices are
charged to other operating expense and cost cf.sale

Semi-finished products and work in progress aresmneal at cost.

Manufacture cost of finished products, semi-fingh@oducts and work in progress includes:
direct cost and properly allocated fixed and vdeaproduction overheads. Fixed production
overheads are allocated assuming normal level mdaity utilization. At the balance sheet date,
products are not measured higher than the nehgagdtice.

Write-downs of finished products and semi-finisipedducts are charged to cost of sales.

Inventory measurement is carried out accordindheRIFO principle (*first in - first out"), and
only in duly justified cases through specific id@oation of real prices (costs) of assets, that
relate to specific project, regardless of theiedatpurchase or manufacture.

2.13. Trade and other receivables

Trade receivables are financial claims resultiogftCompany's core operating activities.
Other receivables include:

» other financial receivables, i.e. receivables thaét the definition of financial assets, inter
alia, deposits over 3 months, receivables unddtesetnt of derivative instruments,
commercial papers, debt instruments with maturibpger 3 months qualified to the
category loans and receivables, dividend receigabigerest on debts, advances, other
financial receivables;

« other non-financial receivables, including advandes supplies, tangible assets, tangible
assets under construction and intangible asset®ivables arising from the Social Fund,
tax receivables, other non-financial receivabledvafces for tangible assets, tangible
assets under construction and intangible assetee@ognized in fixed assets;

* active accruals.

Receivables are recognized initially at fair valWhen applying normal payment terms (14 to 90
days) used for similar transactions in the martket fair value shall be a nominal value arising on
the revenue recognition date.

At the balance sheet date, other financial recédgalvith maturities greater than 3 months after
the balance sheet date and trade receivables watiriies longer than 12 months after the
balance sheet date, are measured at amortizedusosj an effective interest rate, while

maintaining the prudence principle. Receivablesup@ated, taking into account the probability
of their payment, by recognizing write-downs of gmitlements:

» from debtors in liquidation or bankruptcy — up e tamount of receivables not covered by
collateral,

» from debtors in case of dismissal of petition imkaptcy - in the amount of 100% of the
accounts receivables,
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« which were disputed or for which debtor falls behiwith payments, and thus the
repayment of the whole amount of receivables iskalyy — up to the amount of
receivables not covered by collateral,

« which are equivalent to the increase in previouslglated receivables - up to the amount
of the increase in receivables,

« which are overdue and non-overdue but with highbabdity of default - based on the
individual assessment; wherein receivables thatbesh overdue for more than 365 days
are covered with 100% impairment loss.

Write-downs of the entitlements are charged to rothgerating expense or to finance cost

depending on the type of claims covered by the impant. Receivables denominated in foreign

currencies are recognized in the books and measuirtb@ balance sheet date in accordance with
the principles described in Section 2.2. "Transatiin foreign currency and measurement of
items denominated in foreign currencies".

2.14. Cash and cash equivalents

Cash and cash equivalents include cash on hank degrosits repayable on demand, other short-
term, highly liquid investments with initial matties of up to three months from the date of
acquisition.

Cash and cash equivalents are measured at nonainal. \Cash and cash equivalents denominated
in foreign currencies are recognized in the bookd measured at the balance sheet date in
accordance with the principles described in Sec#igh "Transactions in foreign currency and
measurement of items denominated in foreign cureshcFor the purposes of the cash flow
statement, cash and cash equivalents are defindteisame way as for the recognition in the
balance sheet.

2.15. Fixed assets (or disposal groups) held for sale

Fixed assets (or disposal groups) are classifieldess for sale, if their carrying amount will be

recovered principally through a sale transactighenathan through continuing use, provided that
they are available for immediate sale in its presendition subject only to terms, that are usual
and customary for the sale of such assets (or sidgooups) and its sale must be highly probable.

Immediately before the initial classification oftlasset (or disposal group) as held for sale, the
carrying amount of the asset shall be measuredaordance with applicable standards. Property,
plant and equipment and intangible assets are dutgjedepreciation and amortization until the
day of their reclassification, and if there are anglications of possible impairment, the
impairment test is being performed and any poteimtipairment losses are recognized according
to IAS 36 "Impairment of assets".

Fixed assets (or disposal groups) whose value vdetermined as described above, are
reclassified as assets held for sale. At the tifmedassification, such assets are measured at the
lower of: their carrying amount or fair value lessst of disposal. The difference in fair value is
recognized in other operating expense. At the tiffubsequent measurement, possible recovery
of fair value is recognized in other operating imeo
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2.16. Equity

Company's equity has been divided in accordancé WAS 1 "Presentation of financial
statements" into the following categories:

« Company's share capital, recognized at nominakyalu

» Supplementary capital arising from the sale of etaabove their nominal value.
According to Article 396 § 2 of the Commercial Canpes Code, this item presents a
surplus arising from the sale of shares above tiwirinal value less costs associated with
the increase of share capital;

» Revaluation reserve. This item presents capitahfrevaluation of property, plant and
equipment to fair value less deferred tax liabittyarged to equity;/Retained earnings,
which include:

» Undistributed profits or accumulated losses frorst gears;

« Statutory supplementary capital - created out ofipin accordance with the requirements
of Article 396 8§ 1 of the Commercial Companies Code

» Supplementary capital created in accordance wehAttiicles of Association - created out
of profit in accordance with the Articles of Assaton;
» Net profit (loss) for the current period.

The Articles of Association provides for the creatpf a capital reserve for payment of dividends
to shareholders and the creation of other spaanald. In the previous years, the Company has not
established any capital reserve or other funds.

2.17. Liabilities

A liability is an obligation resulting from pastewts, to provide reliably estimated benefits, which
will result in the use of current or future assefsthe Company. Measurement of liabilities
depends on their classification. They fall into @fi¢éwo categories mentioned below:

* Financial liabilities at fair value through profind loss. This group includes liabilities
held for trading and those which contain embeddemhents. The Company has no such
obligations.

» Other liabilities. This group includes two types ladbilities: financial liabilities and
liabilities not classified as financial liabilities

Financial liabilities are initially recognized asif value less direct transaction cost. When
applying normal payment terms used for similar geantions in the market, the fair value shall be
a nominal value arising on the liability recognitiaate. At the balance sheet date, financial
liabilities are measured at amortized cost usimgetfiective interest rate. The exceptions are bank
overdrafts, for which repayment schedules are neterchined. In case of such credit,
commissioning cost and other fees are chargechémdie cost using a straight-line method, at the
time they are incurred. The group of other finahicdoilities include:

+ liabilities arising from credits and loans;
+ liabilities arising from finance lease;
» trade payables;
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 liabilities to pay for goods or services, that hdeen received or supplied but have not
been invoiced, short-term provisions for unusegideather expenses payable on the basis
of contracts or other reliable estimates (accrugeeses);

« other financial liabilities (liabilities arising dm personal wages, interest payable arising
from failure to execute trade payables and otladilities, etc.)

Liabilities not included in other financial lialiks are measured at the amount due. This category
includes:

+ liabilities arising from taxes, charges, duties;igband health insurance and other public
and legal titles;

» received advances, which will be settled by physiedivery of finished products/goods
or performance of service, liability arising fromesial funds;

» deferred income, including cash received to finatiee acquisition or construction of
tangible assets under construction and purchaseaafy-made assets. The method of
settlement of received grants was described in &@ouwent Grants".

Liabilities denominated in foreign currencies aeeagnized in the books and measured at the
balance sheet date in accordance with the pririgiescribed in "Transactions in foreign
currency and measurement of items denominatedengio currencies".

2.18. Government grants

Cash grants are recognized at their nominal v&aeernment grants, including grants for assets
received from the structural funds of the EuropBaion are recognized in the balance sheet as
deferred income in the group of long-term liab#i#ti Part of the grant, which will be settled over
the next 12 months after the balance sheet datcignized as deferred income in the group of
short-term liabilities. A government grant is netognized, until there is reasonable assurance,
that the entity will comply with the conditions athing to it, and that the grant will be received.
Government grants shall be recognized as incometbeeperiods necessary to match them with
the related cost of depreciation, on a systemaisisb

The Company also receives grants for the reimbugsenf salaries and benefits for workers who
are disabled. Those grants are fully recognizeitienperiod of their enforceability and charged to
other operating income in profit and loss statement

The Company also receives grants for expendituregried during research and development,
funded by the EU under concluded contracts. Themggwere described in detail in 4.9.

Grants received in the form of advances for expgnget will be incurred in the future, are
recognized as deferred income in the group of dleom liabilities. They are settled
proportionally to the cost incurred in each accmgnhperiod and proportionally to the extent of
reimbursement of expenses by assigning them tor aiperating income with simultaneous
correction of tax costs.

According to IAS 20 § 28, the amounts of receivezhts are recognized as a separate item in the
group of cash flows from financing activities.
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2.19. Income tax and deferred tax

In the profit and loss statement, income tax inekicturrent income tax and deferred tax.
Current income tax is calculated in accordance wutiient tax regulations.

Deferred tax is determined using tax rates andaasg, that are expected to apply when the asset
is realized or the liability is settled.

Deferred tax is recognized in profit and loss steget for the period, except where the deferred
tax arises from transactions or events, that avegrazed in equity - at that time, deferred tax is
also recognized in the appropriate item of the tgqui

Deferred tax is calculated using the balance shegthod, as tax payable or tax recoverable in
future periods, based on the differences betweerdhrying amounts of assets and liabilities and
their assigned tax values used in the computatiothe tax base. Deferred tax liability is
recognized for all taxable temporary differencebereas deferred tax asset is recognized to the
amount of income taxes recoverable in future periad respect of deductible temporary
differences.

The carrying amount of deferred tax assets is wedieat each balance sheet date. An entity shall
reduce the carrying amount of a deferred tax destite extent, that it is no longer probable that
sufficient taxable profit will be available, to @ the benefit of part or all of that deferred tax

asset to be utilized.

2.20. Provisions and employee benefits

Provisions are recognized when the following candg are met: the Company has a legal or
constructive obligation, which results from pasemtg, and it is probable that an outflow of
resources embodying economic benefits will be meguto settle the obligations, and a reliable
estimate can be made of the amount of the obligatio

Provisions are measured at the amount recognizttedsest estimate of the expenditure required
to settle the present obligation at the balancetstiate. If the impact of time value of money is
material, provisions are determined by discountivgexpected future cash flows to their present
value using a discount rate that reflects curreatket value of money and specific risk for a
given liability.

As required by IAS 1, provisions in the balanceetlze presented as short-term and long-term.
Provisions may be formed in particular for thedualing titles:

» employee benefits and related,

» effects of pending proceedings and disputes;
e guarantees and sureties.

In terms of employee benefits, the Company is npamy to any wage agreements or collective

labor agreements. The Company also has no pensimmes, managed directly or by external
funds.
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Employee benefits expenses include salaries paddaordance with the terms of the employment
contract of individual employees and the cost adirgment benefits (retirement and disability
packages, death benefit) paid to employees in daoce with the law after a period of
employment. Liabilities arising from short-term doyee benefits are measured on general terms
and presented in the item of other liabilities. isimns for liabilities arising from retirement
benefits (retirement package) are estimated aptésent value of defined benefit obligations at
the balance sheet date, taking into account aelugdins and losses and past service costs.
Defined benefit obligations are calculated annubifyindependent actuaries using the projected
unit credit method.

2.21. Profit and loss statement

Profit and loss statement has been prepared ubmgftnction of expense” (cost of sales)
method.

2.22. Revenue

Revenue from sales is recognized at the fair vafube consideration received or receivable less
tax on goods and services, discounts and rebates.

Revenue from the sale of finished products, goodsnaaterials is recognized when:

» the Company has transferred to the buyer the signif risks and rewards of ownership of
the goods, finished products and materials;

« the amount of revenue can be measured reliably;

» it is probable that the economic benefits assodiatith the transaction will flow to the
Company;

» the costincurred or to be incurred in respechefttansaction can be measured reliably.

Revenue associated with the transaction involirggréndering of services is recognized when:

« the amount of revenue can be measured reliably;

» it is probable that the economic benefits assodiatith the transaction will flow to the
Company;

» the stage of completion of the transaction at thkrre sheet date can be measured
reliably;

» the cost incurred for the transaction and the ¢tostomplete the transaction can be
measured reliably.

In other operating income the Company includes megeand profit not directly related to
operating activities. This category includes prbfim: the sale of property, plant and equipment,
revaluation of investment property, received graméxeived compensation related with the
reimbursement of court costs, overpaid tax liabgitand received compensation for the loss of
Company's property, which was covered by insura@iéer operating income also includes
reversal of write-downs of the entitlements ancereal of impairment write-offs of fixed assets.

Finance income include interest on bank depositsreést on overdue receivables, write-downs of
the entitlements arising from interest and gaimsugh currency fluctuations.
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Interest income is recognized on an accrual basisg the effective interest rate method.
2.23. Cost

A cost is a probable, reliably estimated decredsonomic benefits for the period, in the form
of reduction of the asset’s value or an increadabilities and provisions, that will lead to etyi
decrease or increase in its deficit in a diffengay than the withdrawal of funds by the owners.
Cost is recognized in the profit and loss statenwmenthe basis of direct relationship between
incurred costs and the achievement of specificrmeeei.e. applying the matching principle by
prepayments and accrued expenses.

Cost accounting is presented based on either theenaf expenses or their function within the
Company, wherein the “function of expense” metr®mdssumed to be the primary cost reporting
system in profit and loss statement.

Total cost of sold products, goods and materialkide:

» cost of sales

» value of sold goods and materials
 distribution costs

« administrative expenses

Other operating expense and finance cost alsota@fempany's financial results in the reporting
period.

In other operating expense the Company includets ergl losses not directly related to operating
activities. This category includes losses from: gwde of property, plant and equipment,
donations, penalties and fines, cost associateu wuitte-downs of the entitlements, inventories
and materials and impairment write-offs of fixedets.

Finance cost include borrowing costs, interest plyarising from finance lease agreements and
losses through currency fluctuations.

2.24. Cash flow statement

Cash flow statement has been prepared using tirechdhethod.
2.25. Segment reporting

According to IFRS 8 "Operating Segments"”, operatieagment is a component of the Company,
(i) that engages in business activities from whictmay earn revenues and incur expenses, (ii)
whose operating results are regularly reviewedhleyantity's chief operating decision maker, and
(iif) for which discrete financial information issailable.

Company's operations can be divided into two seggnéfirst operating segment is associated
with the manufacture of machinery and equipment @uedprovision of services to the mining
industry. The second operating segment includedeshte of goods and materials.

In financial statement, geographical segments aterchined according to Company's separate
areas of operations, in which it provides produantsl services within a particular economic
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environment, that is subject to risks and returifferént from those that are appropriate in other
economic environments.

Company's operations focuses mainly in the coufitherefore, the Company has not prepared
separate reports for geographical segments.

Segments expenses include the cost of sales tonakteustomers, that can be reasonably
attributed to the segment. Segment expenses daciotde administrative expenses, management
cost, other operating expense, finance cost are athsts incurred on the Company level, which
relate to the enterprise as a whole.

Segment’s assets include, inter alia, propertynt@ad equipment, inventories, receivables, which
are directly attributable to particular area ofiatt. Segment’s liabilities include, inter aliall a
trade payables, accrued expenses, deferred income.

2.26. Risk management

Risk management explains how to identify, measdeégrmine and deal with risk. The following
kinds of the risk are distinguished:

- market risk, including: changes in material prices,
- interest rate risk and exchange rate risk,

- liquidity risk,

- credit risk.

The main problem is the market risk, in particulenanges of raw material prices used in the
production. Production costs largely depend onctienges in the prices of materials, including
steel products (sheets, profiles). The Company doesedge itself against the risk of increasing
raw material prices.

Interest rates risk. The Company concludes cregtg#eaments, that bear a floating interest rate:
WIBOR 1M (1 month) + bank's margin or EURIBOR 1Mr{ibnth) + bank's margin. Therefore,

the Company is exposed to the interest rate riskage of new borrowings or refinancing of

existing debt. The Company does not hedge itselingginterest rate risk.

Exchange rate risk. Due to the fact, that partadihg is done on foreign markets, the Company is
exposed to the currency exchange risk. Such risksawhen the Company sells or purchases in
currencies other than its functional currency. Duehe insignificant size of such turnover, the
Company does not hedge itself against the currerclgange risk.

Liquidity risk. The Company is exposed to liquiditgk, understood as the ability of the Company
to settle its obligations within the given deadéin€éinancing business activities with external
sources (credits, loans, trade credit) increases litfuidity risk. The Company must have

permanent access to financial markets. Therefoiie,@xposed to the risk of inability to obtain

new financing, or refinancing of its debt. Thiskris primarily dependent on market conditions,
credit rating and the degree of concentration.

Credit risk. Creditworthiness of customers with whohe Company concludes transactions of
physical sale, is subject to verification procegdur®eceivables are subject to continuous
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monitoring. Credit risk arising from trade receilezbis high, and therefore is limited to number
of major customers.

2.27. Estimates of the Management Board

While preparing the financial statement, the Mamagat Board used estimates based on certain
assumptions and judgments. These estimates affecaidopted accounting policy and reported
amounts of assets, liabilities, revenues and exgsens

The estimates and the underlying assumptions a®edban historical experience and analysis of
various factors, that are considered to be reasenadger given circumstances. The results form
the basis of professional judgment as to the val@ach item concerned.

In some important issues, the Management BoarchefGompany relied on the opinion of
independent experts.

Due to the nature of estimates and assumptionsecoing the future, the resulting accounting

estimates may not, by definition, coincide with thetual results. Estimates and adopted
assumptions are subject to ongoing verificationvigtens to accounting estimates are recognized
in the period in which they are revised, only éyirelate to that period and future periods.

The estimates and assumptions, that pose a rikld&ic

* Measurement of investment properties. In accordaniteaccepted accounting principles
(policy), at subsequent balance sheet dates, messgtproperties are measured at fair
value. A basis for determining (estimating) faidue of the investment property at the
balance sheet date, is the measurement done bwydmpendent property appraiser.
Estimation of fair value is performed at a spedifalance sheet date. Given the volatility
of market conditions, so estimated value of investmproperties may prove to be
incorrect at a later date.

» Measurement of property, plant and equipment iredfuch the group of "land". In
accordance with accepted accounting principlesdpplthis group includes own land and
the right of perpetual usufruct of land. The vabfetangible assets classified into the
group of "land" is subject to periodic revaluatitnfair value. A basis for determining
(estimating) fair value is the measurement doneiyindependent property appraiser.
Revaluations shall be made with sufficient regtyato ensure, that the carrying amount
does not differ materially from that which would determined using fair value at the
balance sheet date. Given the volatility of madatditions, such revaluation of tangible
assets classified into the group of "land" may prtivbe incorrect at a later date.

» Useful lives of tangible assets. The Company gteilodically (at least once a year at the
balance sheet date) assess the correctness obyskviestablished useful lives and
potential residual values of each fixed asset. @hestimates are primarily based on
Company's historical experience and on the anabfsiarious factors affecting the use of
economic benefits flowing from these assets.

» Provisions for employee benefits. The Company tsanparty to any wage agreements or
collective labor agreements. The Company also bgeension schemes, managed directly
or by external funds. Employee benefit expensesidiecsalaries paid in accordance with
the terms of the employment contract of individealployees and the cost of retirement
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benefits (retirement and disability packages, deb#mefit) paid to employees in
accordance with the provisions of the Labor Codet @s of 28 June 1974, unified text
Dz. U. 1998, No 21 item 94, with further amendmgiatiter a period of employment.
Liabilities arising from short-term employee betefare measured on general terms.
Long-term benefits are based on actuarial estimAfgdication of these methods requires
the adoption of multiple assumptions, including ra@ppiate discount rates and
demographic assumptions. The level of provisiond &ost associated with future
employee benefits has been accepted and presertiesidrical financial statements based
on the report of qualified actuary.

» The Company distinguishes an item of deferred &set® based on the assumption, that
future taxable profit will enable its use. Deteatbon of future taxable results could make
this assumption to be unfounded.

» The Company classifies lease agreements as ogeaatimance, based on the assessment
of the extent to which the risks and benefits rasyilifrom the ownership of leased asset
fall to the lessor and to the lessee. This assedss®ased on the economic meaning of
each transaction.

2.28. The fair value

The fair value of an asset or liability is the priobtainable for the sale of an asset or paid to
transfer a liability (an exit price) in a transactientered into under normal conditions between
market participants at the measurement date. Vitiélee are no indications that the asset was not
purchased at a price representing its fair valuis, considered that the fair value at the date of
initial recognition of an acquisition price of asset or - in the case of financial liabilities eth
selling price.

At the end of the reporting period the fair valdefinancial instruments for which there is an
active market is determined based on the most septative price derived from the market at the
measurement date.

If the market for the asset or liability is not i@et (and for unlisted securities), the Company

establishes fair value by using valuation techrsgoeesed on maximum use of relevant observable
inputs and minimum use of unobservable inputs. &haslude the use of recent transactions

conducted on normal market conditions, the comparie other instruments that are substantially
the same, discounted cash flow analysis, optiocirqimodels and other techniques / models
which are commonly used in the market.

he estimated fair value of derivative instrumerdge&sponds to the amount realizable or payable
in order to close positions opened at the end @fréporting period. For transactions for which
this is possible, the valuation shall be based arkat quotations.

Land and right of perpetual usufruct of land andesiment properties are carried at revalued
amounts which are the fair values at the date wdluation, less any accumulated impairment
losses. In estimating the fair value approach wadied largest and best use of the property,
which is consistent with the current use of thepprty.
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The fair value of land and the right of perpetusufauct of land was determined by an
experienced appraiser on the basis of comparabl&emdata that reflects recent transaction
prices for similar properties. Market approach wapglied.

The fair value of investment property was determiibg an experienced appraiser on the basis of
comparable market data that reflects the latesareates for similar properties. Income approach

was applied.

There has been no change in the technique (metiathtion during the year.

The fair value of land and the right of perpetualfauct of land and investment property is
classified as Level 2 fair value hierarchy.

There has been no movement between the fair véduarbhy levels during the year.

3. Selected Financial Data converted into Euros (EUR)

The Company assumed average EUR/PLN exchangefoatin® periods covered by the financial

statement in order to obtain comparable financahd exchange rates set by the National Bank
of Poland. Average exchange rate for the periaghlisulated as the average of the exchange rates
prevailing on the last day of each month duringgéeod.

Period Average EUR/PLN| The lowest EUR/PLN The highest EUR/PLN
exchange rate for | exchange rate for the EUR/PLN exchange rate
the period period exchange rate for | for the last day of

the period the period
column 1 column 2 column 3 column 4 column 5

from 1° January 2018

0 3T December 2017 4,2617 4,1423 4,3978 4,3000

from 1° January 2017

0 3T December 2017 4,2583 4,1709 4,4157 4,1709

Source: Table A - Exchange rates archive of NB®:(hwww.nbp.gov.pl)

Basic items of the balance sheet, profit and ltsesment and cash flow statement presented in
the financial statement converted into euro.

Individual items of assets and liabilities were wenied according to EUR/PLN exchange rates
published by National Bank of Poland prevailingtbe last day of the period (column 5).

Individual items of profit and loss statement amadlcflow statement are converted according to
EUR/PLN exchange rates which are an arithmetic ageerof exchange rates published by
National Bank of Poland prevailing on the last dagach month in the reporting period (column

2).

Selected financial data from profit
and loss statement and
cash flow statement

in thousands of PLN

in thousands of EUR

For the period from
1% January 2018 to
31* December 2018

For the period from
1% January 2017 to
31* December 2017

For the period from
1% January 2018 to
31* December 2018

For the period from
1% January 2017 to
31* December 2017

|. Net revenue from sales

132 326

55159

31 050

12 953
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Il. Operating profit (loss) 12 008 2217 2818 521
1. Profit (loss) before tax 10 186 2197 2 390 516
IV. Net profit (loss) 8 203 1697 1925 399
V. Total comprehensive income 8 296 1712 1947 402
VI. Weighted average number of 29 500 000 29 500 000 29 500 000 29 500 000
shares (in units)

VII. Book value per share (in

PLN/EUR) 3,18 2,96 0,75 0,71
VIII. Net profit (loss) per share and

diluted net profit (loss) per share (in 0,28 0,06 0,07 0,09
PLN/EUR)

IX. .N_e_t cash flows from operating (4 348) (9 260 (1020 2 175)
activities

X. I.\lq cash flows from investment (3 886) 2691 (912 63
activities

XI. _N_e_t cash flows from financing 16 398 7 529 3848 1768
activities

XIl. Total net change in cash 8 164 960 1916 P2°F
EUR/PLN exchange rate used to convert Profit anssl®tatement and Cash Flow 4.2617 4.2583
Statement from PLN to EUR

Selected financial data from assets N thotusands of PLN - T n thou‘sands of EUR . :
and liabilities End of period 3% End of period 31" | End of period 3% End of period 3
December 2018 December 2017 December 2018 December 2017

XIll. Fixed assets 84 771 93 834§ 19 714 22 498
XIV. Current assets 91 245 55 209 21 220 13 37
XV. Total assets 176 016 149 044 40 934 35 784
XVI. Long-term liabilities 28 291 27 039 6 579 6318
XVII. Short-term liabilities 54 055 36 63[L 12 571 783
XVIII. Equity 93 670 85 374 21784 20 469
XIX. Share capital 11 800 11 870 2744 2 829
EUR/PLN exchange rate used to convert Balance StwatPLN to EUR 4,300( 4,1709

Weighted average number of shares in the givenrtiagoperiod, has been calculated in
accordance with IAS 33. While calculating the wégghaverage number of shares, a registration
date of new shares in the National Court Registes taken into account.

To calculate book value per share, the Companydéd/ithe total equity at end of period
(numerator) by weighted average number of shaessofdinator).

To calculate net profit (loss) per share and dilutet profit (loss) per share, the Company divided
net profit (humerator) by weighted average numbeslares (denominator). There were no
differences between the data used to calculate i profit (loss) per share and diluted net

profit (loss) per share.

4.

Notes to the financial statement

4.1. Note 1 — Intangible assets

Intangible assets are presented in the table below:
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. End of period 31" End of period 31"

Specification (in thousands of PLN) December 2018 December 2017
Net value of intangible assets, including 3.254 4.273
Development cost 2.103 3.386
Computer software 794 858
Development work in progress: 357 29
Additional information:
Intangible assets used under finance lease agreemen 0 0

Development costs include expenditures for techraod technological documentation, projects
and cost of certification process. Developmentvds are recognized as assets and depreciated
in accordance with the accounting policy descriineSection 2.6.

In the current year and in the previous year, egegfior research work were incurred. In 2018, it
was a cost in the amount of 2 040 thousand PLN,im2®17 - amount of 2 192 thousand PLN.
The Company received subsidies for the expensagretw In 2018, it was amount of 108

thousand PLN, and in 2017 amount of 1 375 thou&dridl

Computer software includes mainly licenses for cotep systems and software tools used in
Company business activities.

Changes in initial value and accumulated amortipatif intangible assets in the reporting periods

are presented in the following tables:

Data for the period from 1% January 2018 to 3% Development Computer Total
December 2018 cost software

Net value at beginning of period 3415 858 4273
Gross value at beginning of period 6 738 2 357 9 095
Increases, including: 8 28 36
acquisition 8 28 36
Decreases 3) 0 3)
Gross value at end of period 6 749 2 385 9134
Accumulated amortization at beginning of period (3352 (1499 (4 851
Increase in accumulated amortization (1 287 (92) (1379
Decrease in accumulated amortization 0 0
Total accumulated amortization at end of period (4 639 (1591 (6 230
Balance of impairment losses 0 0 0
Development work in progress 350 0 350
Net value at end of period 2 460 794 3 254
Data for the period from 1% January 2017 to 3% Development Computer Total
December 2017 cost software

Net value at beginning of period 4 676 953 5629
Gross value at beginning of period 6 718 2 395 9113
Increases, including: 20 0 20
acquisition 20 0 20
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Decreases 0 38 38
Gross value at end of period 6 738 2 357 9 095
Accumulated amortization at beginning of period (2 066 (1442 (3508
Increase in accumulated amortization (1 286 (94) (1380
Decrease in accumulated amortization 0 37 37
Total accumulated amortization at end of period (3352 (1499 (4 851
Balance of impairment losses 0 0 0
Development work in progress 29 0 29
Net value at end of period 3415 858 4273

The Company does not use intangible assets un@erethting agreement, tenancy or other

agreement, including operating lease.

Company does not use intangible assets as coll&de@edits granted to the Company.

4.2.Note 2 — Property, plant and equipment

The structure of property, plant and equipmentésented in the table below:

o End of period 3% End of period 31"
Specification (in thousands of PLN) December 2018 December 2017
Net value of tangible assets, including: 71 246 71 001
own land and right of perpetual usufruct of land,
. L 11 714 11 599
including:
right of perpetual usufruct of land 7 533 7 533
buildings, civil engineering facilities, premises 23 275 24 763
machinery and technical equipment 32 509 31670
vehicles 1291 831
other tangible assets 2 457 2138
Tangible assets under construction 56 470
Total net value of property, plant and equipmen
. value ot property, p auip 71 302 71 471
disclosed in the financial statement
Additional information:
Net value of tangible assets used under financgelea
583 863
agreement

Changes in initial value and accumulated deprexriadf tangible assets in the reporting periods
are presented in the following tables:

Data for the period from 1% January 2018 to | Land and right of | Buildings and Machinery Other
31% December 2018 perpetual usufruct structures and Vehicles | tangible Total
of equipment assets
land

Net value at beginning of period 11 599 24 763 31 67( 831 2138 71 001
Gross value at beginning of period 11 599 35073 61 202 2 526 5 341 115 741
Increases, including: 115 48 5834 604 588 7 189
acquisition 0 48 5834 604 588 7074
revaluation at end of period “+” 115 0 0 0 0 115
reversal of impairment losses on revalued a

from previous period 0 0 0 0 0 0
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internal transfer 0 0 0 0 0 0
Decreases 0 0 (904) (263) 0 (1167
liquidation and sale 0 0 (904) (263) 0 (1167
revaluation at end of period “-* 0 0 0 0 0 0
internal transfer 0 0 0 0 0 0
Gross value at end of period 11 714 35 121 66 132 2 867 5929 121 763
A lated d iati t beginni f
pgﬁz?“ aled depreciation at beginning o 0 (10 310 (29532) (1695 (3203) (44740
Increase in accumulated depreciation 0 (1536 (4775 (99) (269) (6 679
Decrease in accumulated depreciation,
including: 0 0 684 218 0 902
liquidation and sale 0 0 684 218 0 902
adjustment of accumulated deprecia
associated with revaluation at end of period 0 0 0 0 0 0
other adjustments 0 0 0 0 0
Total lated d iati t end of
pgr; [onmiaied depreciation stend o 0 (11 846 (33623) (1576) (3472) (50517
Including: balance of impairment losses 0
Net value of tangible assets at end of period 11 714 23 275 32 509 1291 2 457 71 246
Including: effects of revaluation at end of peripd 10 121 10 121
Tangible assets under construction at end of
period 0 56 0 0 0 56
Total net value of property, plant and
equipment at end of period 71309
Data for the period from 1% January 2017 to| Land and right of | Buildings and Machinery Other
31% December 2017 perpetual usufruct structures and Vehicles | tangible Total
of equipment assets
land
Net value at beginning of period 11 58(Q 26 284 36 434 896 2 318 77 512
Gross value at beginning of period 11 58(Q 35 058 61 206 2576 5 357 115 777
Increases, including: 19 15 93 52 46 225
acquisition 0 15 93 52 46 206
revaluation at end of period “+” 19 0 0 0 0 19
reversal of impairment losses on revalued a
from previous period 0 0 0 0 0 0
internal transfer 0 0 0
Decreases 0 0 (97) (102) (62) (261)
liquidation and sale 0 0 (97) (102) (62) (261)
revaluation at end of period “-“ 0 0 0 0 0 0
internal transfer 0 0 0 0 0 0
Gross value at end of period 11 599 35073 61 202 2 526 5 341 115 741
A lated d iati t beginni f
pgﬁz?“ aled depreciation at beginning o 0 (8 774 (24772) (1680 (3039) (38265
Increase in accumulated depreciation 0 (1536 (4 822 (93) (221) (6672
Decrease in accumulated depreciation,
including: 0 0 62 78 57 197
liquidation and sale 0 0 62 78 57 197
adjustment of accumulated deprecia
associated with revaluation at end of period 0 0 0 0 0 0
other adjustments 0 0 0
Total lated d iati t end of
p‘e’r; [ ormiaied depreciation stendo 0 (10 310 (29532) (1695 (3203] (44 740
Including: balance of impairment losses 0
Net value of tangible assets at end of period 11 599 24 763 31 670 831 2 138 71 001
Including: effects of revaluation at end of peripd 9 989 9989
Tangible assets under construction at end of 0 0 470 0 0 470
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period

Total net value of property, plant and

equipment at end of period 7147

According to the accounting policy described in tiec 2.3. - at the balance sheet date, the
Company presents land and right of perpetual usuféiland in accordance with the adopted
revaluation model. According to this model of measuent (as described in IAS 16), the effects
of value increase are recognized as an increabe ivalue of equity (item "Revaluation reserve").

On the balance sheet date, the item of propergntpnd equipment included in the group of
"land" (including the right of perpetual usufrudtland) is measured according to the revaluation
model. Revalued amount of the item of propertynpknd equipment included in this group, is
the fair value at the date of the revaluation Isgssequent cumulative amount of impairment
losses. As a result of measurement, carried oanbyndependent appraiser, the carrying amount
of assets included in the group of land and thitrad perpetual usufruct of land, has increased.
The effects of revaluation were charged directly aiher equity as "revaluation surplus”.
Revaluation surplus is adjusted by the amount teérded tax liability.

The fair value of land and perpetual usufruct eidlavas classified as level 2 of the fair value
hierarchy.

The last revaluation took place on"Tecember 2018. As compared to the carrying amiant
the previous period, the revalued components dsedely 86 thousand PLN.

In tangible assets, the Company disclosed land hwimicludes own land and right of perpetual
usufruct of land acquired on the secondary markbe Company treats the acquired right of
perpetual usufruct of land as tangible asset. Camd and right of perpetual usufruct of land are
not depreciated.

As of 3F' December 2015, the Parent Company reclassifiedati and warehouse buildings
located inZory for lease of fixed assets investment in retdtes For valuations were used market
prices determined by a qualified appraiser.

Company pays an annual administrative fees forgiagb usufruct of land. Fees amount to 3% of
the estimated value of land, measured by the npadity in which the land is located.
Periodically, fees are subject to valorization llage the market value of land, which is estimated
by the Municipal Offices. The Company treats thess as local tax cost.

The Company has no obligations towards state atig®arising from the transfer of ownership
of real estate.

In accordance with the principles set out in IFR®, Company periodically analyzes and adjusts
depreciation rates to the expected useful livaamjible assets.

Part of machinery and equipment was utilized by @oenpany under finance lease agreement.
Lease liabilities are recognized in the balanceshs other financial liabilities. They are divided
into short term and long-term liabilities. A degall reconciliation of above-mentioned
commitments and a description of key provisionstieé contracts are included in Note 9
Liabilities.
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The Company used tangible assets under rentingemadicy agreement, which did not classify as
finance lease. Estimated value of tangible ast&swere kept off the balance sheet, is presented
in the following table:

End of period 31| End of period 3

Specification (in thousands of PLN) December 2018 | December 2017

Tangible assets kept off of a Company's balancetghsed
under renting agreement, tenancy or other agreepiroluding 184 184
operating lease)

The annual value of rent arising from renting agrest

tenancy or other agreement, including operatingstea 153 153

Tangible assets and investment properties are asedollateral for credits granted to the
Company. The value of tangible assets, used astedl for credit agreements, presents the
following table:

e End of period 3% End of period 31"
Specification (in thousands of PLN) December 2018 December 2017
Mortgage on real property (tangible assets and #tween i
; A - 52 534 75 213
properties) as collateral for liabilities arisingdm bank loans
The amount of registered pIedgeT or Fr_ansfe_r Qf agme of 29 64 48 314
tangible assets as collateral for liabilities amgj from bank
loans
Total value of tangible assets and investment prop@es used
. 82 187 123 527
as collateral for credits granted to the Company
Mortgage on real estate (tangible assets and imvest
properties) as security for liabilities arising frobank loans 11 08§ 11 088§
related entity Patentus Strefa S.A
Total 93 275 134 615

On 7 December 2011, the Company submitted an applitato Slaskie Centrum
Przedsgbiorczaci (under the Regional Operational Programme ofSitesia Voivodeship 2007 -
2013, Technological research and development, etimv and entrepreneurship), for funding of
the project described below: Increase of competitdss and development of the Company by
offering innovative measurement services of geagrgdement No WND- RPSL.01.02.04-00-
C09/11/02). The value of the requested subsidy leqi#0 thousand PLN. By letter dated"10
January 2012, the Parent Company had been inforthatjt successfully passed the stage of
formal assessment. Grant agreement was signed' dartiary 2013. On 18 November 2013
was purchased and accepted fixed measuring dewhijecs of the contract. On 2QNovember
2013 the Company filed iilaskie Centrum Przedgiiorczaci request for final payment. In April
2014 the Company received a grant in the amouib0fthousand. PLN, which has been shown
in the balance sheet as deferred income and acanmoathly in the amount of depreciation of an
asset financed above mentioned grant. Ot Bdcember 2018 a subsidy was accounted of the
amount of 387 thousand PLN.

On 14" September 2012, the Company submitted an apjlicai Polish Agency for Enterprise
Development (under the Operational Programme Inin@/&conomy, Investments in innovative
undertakings, Support for the first implementat@nan invention), for funding of the project:
Introducing mechatronic powertrain of scraper cqove of high power into production. On"18
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April 2013 the Company signed a grant agreementbeunPOIG.04.06-00-24-007 / 12. The
amount of the subsidy amounted to 7.591 thousand. Rduring the project, the Company
received a grant advances that were recorded fierrdd income as a down payment on the
investments until their completion and acceptarnicéxed assets. In June 2014, following the
completion of the project, the Company filed anleapion for final payment, which was granted
on 12" September 2014 and in the same month the Commaeyved the final tranche of the
grant. In total, within the framework of the aforemtioned project, the Parent Company received
a grant of 7,573 thousand PLN, of which as of Becember 2018 the amount of 2 843 thousand
PLN was settled.

On 16" November 2012, the Company together with Bank Gdaptwa Krajowego
headquartered in Warsaw ("BGK") - signed two supsmbntracts under the Operational
Programme Innovative Economy 2007-2013, PriorityisA¥. - Investments in innovative
undertakings, measure 4.3 Technological credit:

Agreement No POIG.04.03.00-00-954/11-00 relatethéofunding for the implementation of a
project: "Implementation of innovative and highlffi@ent method, based on carburizing with
prenitriding, for the production of bevel wheel3otal expenditure of the project amounts to
8,036 thousand PLN, including eligible costs in #maount of 7,951 thousand PLN, and the
maximum amount of funding equal to 3,976,000.00 PON 12" September 2014 as a result of
the completion of the project, the Company filedagplication for payment. On $8ovember
2014 the funding institution announced the succéssadrification of the payment request and
approval to pay a premium in the amount of 3.9afusand PLN. On f1December 2014, the
Company received above mentioned premium, which &bole has been used to repay the loan
taken technology. As of S1December 2018, the subsidy was settled in the amof
depreciation of fixed assets financed with the exfentioned grant in the amount of 1 762
thousand PLN.

Agreement No POIG.04.03.00-00-950/11-00 relatethéofunding for the implementation of a
project: "Implementation of innovative technology fthe production of large-size powertrain
elements with increased service life". Total expemd of the project amounts to 8,045,000.00
PLN, including eligible costs in the amount of Q3 ousand PLN, and the maximum amount of
funding equal to 3,970 thousand PLN. Off' B2ptember 2014 as a result of the completioneof th
project, the Company filed an application for papmeOn 28" November 2014 the funding
institution announced the successful verificatidrth@ payment request and approval to pay a
premium in the amount of 3,941 thousand PLN. Of Décember 2014, the Company received
above mentioned premium, which as a whole has bsed to repay the loan taken technology.
As of 3T December 2018, the subsidy was settled in the atmfudepreciation of fixed assets
financed with the aforementioned grant in the anhofii 858 thousand PLN.

On T December 2015 the Parent Company signed an agnéemith the Regional Fund for
Environmental Protection and Water Managementifanicing the project titled: Modernisation
of the heating system in the building of socialdarction, located in Jankowice Street. Ztote Lany
52B (contract number 451/2015/60 / OA / al. / DieTgrant in the amount of 13 thousand PLN
received on account of the Parent Company ¢h28cember 2015 was settled. To guarantee the
repayment of subsidies are two blank promissorgsot

On 19" November 2015, under the Operational Programligesit Development 2014-2020, the

Parent Company applied for a grant to the Natidtedearch and Development Center (Priority
Axis: Increasing Research and Development Potertigtion: Research and Development; The

Page 42 of 108



PATENTUS S.A. headquartered in Pszczyna, street@sigska 11
Annual Individual Financial Statement prepareddocadance with IFRS as adopted by the EuropeanriJnio
for the period 1 January 2018 to $1December 2018
(amounts in tables are in thousands of PLN, urdged otherwise)

recruitment number: 1 / 4.1.4 / 2015) entitled: VBlepment of innovative technology for
production of toothed components with hybrid nanadtired surface coatings for conveyor belts
for use in extreme operating conditions" POIR.0408100- 0064/15. The project implementation
period is scheduled for 01.04.2016 to 30.09.2020e Project is to be implemented in a
Consortium led by Patentus S.A. , And other exgestiof Warsaw University of Technology,
Institute of Operation Technology - National Reskdnstitute, Nanostal Sp. From 0.0. The value
of the whole project amounts to 11,621 thousand,RifNvhich the subsidy will amount to 8,589
thousand PLN. The share of the Parent Company enetitire project will amount to 7,652
thousand PLN, of which the subsidy of 4.992 thodsBhN. The project passed the substantive
evaluation stage, was recommended for support an@9 June 2016 the contract for co-
financing of the aforementioned project was sigresiat the date of preparation of this report,
the Parent Company received a subsidy of 2 394strali PLN. As of 31 December 2018 a
subsidy was accounted in the amount of 2 394 thmLUB&N.

4.3.Note 3 — Investment property and capital investents
Investment property

The Company owns an investment property locate®snczyna. In accordance with IAS 40,
objects, that are not used for the production, igfon of services or administrative purposes, but
all are rented and constitute a source of rentabrre, have been included in the investment
properties. Investment properties, along with otkeal estate, were purchased in 2005.

On 3F' December 2015, the Parent Company reclassifiediatheé and warehouse buildings
located inZory for lease of fixed assets investment in retdtes For valuations were used market
prices determined by a qualified appraiser.

In accordance with accepted accounting principlsthe subsequent balance sheet dates,
investment properties are measured at fair valueaddrement of the investment property is
carried out by an independent appraiser, who haldsurrent professional certification. To
measure the value of the investment property, ég@reelied on the data from the market.

A gain or loss arising from the change in fair \ealof the investment property is presented
appropriately in other operating income or othegrafing expense.

Changes in fair value of the investment propertythie@ reporting periods are presented in the
following table:

End of period 31" End of period 31"

Specification (in thousands of PLN) December 2018 December 2017
Investment properties at beginning of fiscal period 2 684 2714
Changes during the fiscal period, including: (398) (30)
increases due to acquisition 0 0
decreases and increases due to the fair value (398) (30)
Investment properties at end of fiscal period 2 286 2 684

The following table summarizes the income arisirapnt rent and estimated maintenance cost of
the investment properties, which include the cdstepairs, maintenance works and local taxes

charged to investment properties.
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Specification (in thousands of PLN)

End of period 31
December 2018

End of period 31
December 2017

Revenue arising from investment properties (rent) 223 171
Maintenance cost of investment properties (50) (40)
Excess of revenue over cost arising from investmentn real

173 131

estate

Investment properties are used as collateral #yilities arising from bank loans, which was

described in Note 2 Property, plant and equipment.

Capital investments

Investments in subsidiaries are presented in th@xfimg table:

o End of period 3% End of period 31

Specification (in thousands of PLN) December 2018 December 2017
Investments in subsidiaries at beginning of fiscgleriod 3740 3740
Changes during the fiscal period, including: 0 0
increases due to acquisition of shares or stockghAcription
for shares or stocks 0 0
impairment losses 0 0
Net book value of investments in subsidiaries at @rof
period 3 740 3 740

The Company owns no shares or stocks in associates.

Investments in other units are presented in thie taddow:

e End of period 3T End of period 31"
Specification (in thousands of PLN) December 2018 December 2017
Investments in subsidiaries at beginning of fiscgleriod 2334 4 196
Changes during the fiscal period, including: (2334 (1862
increases due to acquisition of shares or stocks/ subscription
0 0
for shares or stocks
impairment losses (2334 (1 862
Net book value of investments in subsidiaries at émnof
period 0 2334

On 27" May 2016, the Management Board of the subsidiatgus Strefa S.A. submitted to the
District Court in Rzeszow Xl Economic Division tiie National Court Register a request for
bankruptcy covering the liquidation of the Comparagsets. On 200ctober 2016, a bankruptcy

order was issued and the Insolvency authority pasiated.

As a result, the Company made an impairment losBaiantus Strefa S.A. The aforementioned
shares refer to long-term investments and are pieden the balance sheet as long-term financial
assets available for sale in net value less thalwation write-off. As of 3% December 2016, the
recoverable value of these shares amounts to 4hp@6and PLN and corresponds to their useful
value. Impairment of Patentus Strefa S.A.'s shhassworsened the Company's financial results
and affected its cash flow.
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During the reporting period, a provision was maolelfank guarantees and sureties for Patentus
Strefa S.A. in the amount of 4,723 thousand PLNiduthe year, these guarantees were realized
and the provision was utilized.

On 29" November 2016, the Company filed its claims agatims subsidiary amounting to 5,917
thousand PLN. Additional filing took place on"™8anuary 2017 for 41 thousand PLN arif| 2

February 2017 for 14 thousand PLN. In total, then@any reported receivables amounting to
5,971 thousand PLN, of which 4,796 thousand PLIdtesl to receivables from category Il and
1,175 thousand PLN from category IV.

Entity of the bankruptcy Patentus Strefa S.A. ial@&bva Wola announced tender offer for the sale
of real estate in perpetual usufruct of office-praiibn-warehouse buildings and fixed assets
under construction, with a starting price of 2/3ha# estimated price of 6,330 thousand PLN.

The opening and recognition of offers was to takegon ¥ September 2017. The tender did not
take place. The trustee announced a new offeraler &f real estate for a starting price of 50% of
the estimated price in the amount of 4,747 thoudaldd. The condition for participation in the
tender was to pay a 10% of the starting price 4#&! thousand PLN) and the submission of a
written offer.. The opening and recognition of effavas to take place off' ™November 2017 at
12:00, at a public hearing at the seat of the RisBourt in Rzeszow.

On 2" July 2018, the Company received a notificatiomfrine bankruptcy receiver PATENTUS

STREFA S.A. on the preparation of a plan to divide sum obtained from the sale of goods
laden. The above-mentioned plan shows that fronlituedation of receivables, the amount of

3,871 thousand PLN was obtained, of which the amtmube divided is 3,272 thousand PLN. The
division plan shows that will be satisfied the Rafgen Bank Polska S.A. in the amount of 2,417
thousand PLN and the Industrial Development Ageimcyhe amount of 854 thousand PLN.

Within two weeks of receiving the notification, theeditors and the bankrupt may lodge
allegations against the plan to divide the suminbthfrom the sale of encumbered goods.

As at the date of this report, the sale of PATENTRIREFA S.A. and the receiver's settlement of
the amount received as a result of the sale toakepln accordance with the division plan,
Raiffeisen Bank Polska S.A. and the Agencja Rozvigzemystu were satisfied in a total amount
of 3,271 thousand PLN. In connection with the ahalre Company settled all previously created
revaluation write-downs and settled the release fdebt in relation to Raiffeisen Bank Polska
SA. Since Raiffeisen Bank Poland SA disputes the amoti®45 thousand PLN paid towards
repayment of the loan for PATENTUS STREFA S.A fdwe taforementioned amount, the
Company created a revaluation write-down.

Note 3a - Subsidiaries included in the Capital Grop of PATENTUS S.A.

Percentage of the

Business name of
the entity

Registered
office

Line of business

Percentage of share
capital owned by the
Company (in %)

total number of
votes owned by the
Company (in %)

Carrying amount of
shares/stocks in
thousands of PLN

Zakfad Konstrukcji
Spawanych Montex
Ltd.

Swictochtowice

production of steel
structures and
equipment

82.8

82.8

3,740
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The financial results of entities included in thr € TENTUS SA Capital Group are presented below.

Financial data for assets and liabilities

Zaktad Konstrukcji Spawanych
Montex Sp.z o.0.

End of period
31 December

End of period
31 December

2018 2017

I. Fixed assets 5 859 5893
1. Intangible assets 20 o4
2. Property, plant and equipment 5 644 5796
3. Investment property 0 0
4. Stocks and shares in subsidiaries 0 0
5. Deferred tax assets 195 73
6. Trade and other receivables 0 0
7. Long-term receivables arising from leaseaments 0 0
Il. Current assets 1517 2208
1. Inventories 555 1325
2. Trade and other receivables 951 882
3. Short-term receivables arising from lease egents 0 0
4. Receivables arising from current corporate ine¢ax at end of period

0 0
5. Cash and cash equivalents 11 1
Total assets 7376 8101
I Equity 4 960 4524
1. Share capital 4518 4518
2. Supplementary capital arising from the salshaires above their
nominal value 0 0
3. Revaluation reserve 53 53
4. Retained earnings 389 (47)
Il. Total long-term liabilities 801 630
1. Credits and loans 0 0
2. Other long-term financial liabilities 64 128
3. Other long-term non-financial liabilities 0 0
4. Provisions for non-current liabilities 20 8
5. Deferred tax liabilities 717 494
Ill. Total short-term liabilities 1615 2947
1. Credits and loans 631 1054
2. Trade and other short-term financial liabistie 763 1 288
3. Other short-term non-financial liabilities 214 500
4. Liabilities arising from current income tax 0 0
5. Provisions for current liabilities 7 15
Total liabilities 7376 8101
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Name of subsidiary
Zaktad Konstrukcji Spawanych
Montex Sp.z o.0.
for the period for the period
Financial data for assets and liabilities pert pent
from 1st from 1st
January 2018 to| January 2017 to
31st December | 31st December
2018 2017

I. Revenue from the sale of products, servicesdgamd materials 7 623 5257

Il. Cost of sales (6 033) (3 857)

Ill. Gross profit (loss) 1590 1 400

IV. Distribution costs (287) (418)

V. Administrative expenses (720) (676)

VI. Other operating income 15 19
VII. Other operating expense

peraTng & (6) (34)

VIII. Operating profit (loss) 592 291

IX. Finance income 2 1

X. Finance cost 57) (100)

XI. Profit (loss) before tax 537 192

XIl. Income tax expense (100) (16)

XIIl. Net profit (loss) 437 176

Weighted average number of shares (in units) 9036 9036

Net profit (loss) per share and diluted net priéiss) per share (in PLN) 48,36 1948

Total 437 176

4.4 Note 4 — Trade and other receivables

The structure of long-term and short-term receesld presented in the following table:

Specification (in thousands of PLN)

End of period 31"

End of period 31"

December 2018 December 2017

Trade and other long-term receivables by category

Trade and other receivables 0 0
Granted long-term loans 0 232
Shares in other units 0 0
Impairment allowances for loans granted 0 (94)
Total net value of loans and financial receivables 0 138
Receivables arising from advances transferredi®mtquisitio

of property, plant and equipment 192 75
Impairment losses 0 0
Total net value of long-term non-financial receivakes 192 75
Total net value of trade and other long-term receigables 192 213
Trade and other short-term receivables by category

Gross value of trade and other receivables froratesl entities 9 17
Gross value of trade and other receivables frorarathtities 39 899 14 191
Short-term loans granted to other entities 150 1573
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Short-term loans granted to related entities 0 75
Impairment allowances for loans granted (100) (886)
Impairment losses (976) (2352
Total net value of loans and short-term financial eceivables 38 982 12 618
Receivables arising from advances transferredniatquisition

of inventories 1226 7252
Tax receivables 553 320
Other receivables 6 798 2 247
Short-term prepayments 544 335
Impairment losses 0 0
Total net value of short-term non-financial receivdles 9121 10 154
Total net value of trade and other short-term receiables 48 103 22772
Total long-term and short-term trade and other recévables 48 295 22 985

As of 3T' December 2018, the Company demonstrates the fioipveceivables arising from
concluded loan agreements:

On 239 September 2008 (with further amendments), the Gopentered into a loan agreement
with an unrelated entity AURES Sp. z 0.0. (formé¢RESPOL Sp. z 0.0.) in the amount of 1,800
thousand PLN. Liabilities arising from loan agreetnare hedged with a registered pledge on
tangible assets, that were acquired with the am@presenting 70% of loan’s value. Additional
collateral represents a mortgage on Borrower’s gntgpin the amount of 2,200 thousand PLN.
Borrower’'s mortgage is already charged, and thal toiortgage charge is close to the market
value of the property. The loan bears an intera& of 10% per annum. In the opinion of the
Management Board, loan receivables are not atdisk to the established collateral described
above. Therefore, the Management Board did notgrdze any write-downs of the entitlement
arising from loan agreement. On"2December 2012, the interest rate of the loan Wwasged to
7% per annum and or"@anuary 2015 an annex was extended to extencpimyment date of
the loan as at 31 December 2016. Interest due for 2015 in the amolh26 thousand PLN have
been paid. In March 2016, an annex to the abovetiorest agreement establishing the quarterly
repayment of the loan from June 2016 amounts 1&@sdnd PLN, with a deadline of*8March
2019, and provided that in the case of overdue paysnof the contract will be terminated and the
loan repayment will take place in within 7 daysnfréhe date of termination. According to the
annex, interest on the loan is to be paid at thi @neach year for a given year. As af'31
December 2018, the balance due on this loan igHd@sand PLN.

Contract of 18 March 2010 with P.W. "ROTEKS" Bena Bujak for 150 thousand PLN with an
interest rate of 8% on a yearly basis and a mgtdete of 38 September 2013. With the annex
dated 38 September 2015 the maturity date has been postgor@d" September 2017. Due to
the lack of repayment of the loan within the spedifperiod on 30 December 2016, a settlement
was signed - the debt is considered to be the deldbligation to pay the loan together with
interest by 3 November 2019. As of §1December 2018, the balance of receivables under th
loan plus interest amounted to 100 thousand PLMN fOuhe threat that the aforementioned loan
will not be repaid, the Parent Company createdvgrairment allowance for the entire loan plus
interest.

The agreement dated 2%ugust 2011, concluded with Mr. Jan Pastawski, Eresident of
PATENTUS Strefa S.A., for the amount of 300 thous®LN and repayable on 8Geptember
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2021. The loan bears an interest rate of WIBOR 1% The loan has been hedged with a
mortgage on Borrower’s real estate in the amourt08f thousand PLN and a blank promissory
note guaranteed by a spouse. Interest installmargspayable monthly in arrears, capital
installments are payable annually until the en&eptember of a given year (starting in 2012),
each in the amount of profit bonus earned by PATENTStrefa S.A. As of 30June 2016, the
balance of receivables due to this loan with irgei® 300 thousand PLN. In connection with the
dismissal of Mr. Jan Pastawski from the positiorntle# President of the company PATENTUS
Strefa S.A. on 30June 2016, an annex to the agreement was sigried the loan repayment in
24 installments of 12 thousand PLN per month stgrfrom 3%' July 2016. The deadline for
returning the loan was set for®30une 2018. In the event of a delay in repaymemptiotipal or
interest, the Company may demand immediate repayaighe entire loan. As of $1December
2018, the loan was fully repaid with interest ie timount of 1 thousand PLN.

An agreement of 8 December 2013 (annex dated*2April 2015) for the amount of 838
thousand PLN with a related entity of Patentusf&t&A with registered office in Stalowa Wola
with the repayment date as of*3Warch 2017. Loans bearing WIBOR 1 M + 2pp on arlyea
basis. According to the schedule, the loan wasetadpaid in 23 installments and interest at
annual rates at the end of each year. As 8ff3cember 2016, the balance of the aforementioned
loan (with interest) amounts to 886 thousand PLMc& Patentus Strefa S.A has declared
bankruptcy and there is little chance of recovethmg aforementioned amount, the Company has
created a write-off for the whole loan with intdres

Agreement dated $1May 2016 for the amount of 70 thousand PLN witheatity affiliated with
the Zaktad Konstrukcji Spawanych Montex sp. z oithwegistered office irSwigtochtowice
with the repayment date as of38eptember 2016. Interest on the loan is WIBOR % RI5 pp
on an annualized basis. Interest is to be paid @meaoff basis with repayment of principal. As of
29" December 2017, the loan repayment date has bestpoped to 30 June 2018. As of 31
December 2018, the loan was fully repaid with ies¢in the amount of 6 thousand PLN.

Trade receivables are non-interest bearing anch@mally paid within 14 to 90 days. The fair
value of receivables is not significantly differdndm their book value reported in the balance
sheet.

The age structure of trade receivables is presentide following table:

e End of period 3T End of period 31"

Specification (in thousands of PLN) December 2018 December 2017
Current trade receivables 17 693 9 015
Overdue trade receivables, including: 22 1158 5193
up to 30 days 10 312 1177
between 31 and 60 days 6 404 1 690
between 61 and 90 days 1724 89
between 91 and 180 days 2162 (75)
between 181 and 365 days 311 183
more than 365 days 1202 2 129
Total gross value of trade receivables 39 808 14 208
Write-downs of the entitlements at beginning ofiper (2 352 (2 458
Recognition of write-downs of the entitlementshe period+ @) (537
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Reversal of impairment losses in the period assaltref the

. . 485 87
redemption of receivables
Reversal of impairment losses in the period asaltref

898 556

payment
Write-downs of the entitlements at end of period (976 (2352
Total net value of trade receivables 38 832 11 854

Impairment losses cover receivables from debtofgindation or bankruptcy, receivables which
are disputed, and in other cases where the assatsefmeconomic and financial situation of the
entity indicates, that the repayment of debts enribar future is unlikely. Receivables claimed at
court and receivables overdue for more than 365 dag covered with 100% impairment loss.

For overdue receivables over 365 days are not @pifinam debtors in liquidation or bankruptcy
and systematically repaid by the debtors, the Coyges not recognized impairment losses
considering that the repayment of these debts iscampromised and due to the fact that the
Company has entered into agreements with contsaotothe installment payment.

In the reporting period, the Company charged isteien capital and transaction arrears of
counterparties such as Jaghzkie Zakliady Remontowe, Spoétka Restrukturyzacp#ta, Polska
Grupa Goérnicza and Jastbska Spoétka Wglowa for a total amount of 2,386 thousand PLN.
Some of these interest was questioned by contsgoidrich is why the Company went on the
court path. The Company created a write-down iratineunt of 25% of the principal amount, i.e.
409 thousand PLN for the disputed portion of inderdn 2018, in connection with court
proceedings, the disputed interest in the amouRLd&f 865 thousand was considered undue and
derecognized from revenue. The revaluation writestlavas correctedAs at 3 December
2018, interest in the amount of 1,155 thousand RiaN paid. The remaining amount to be repaid
is 366 thousand PLN.

The currency structure of receivables is preseintéige following table:

e End of period 3T End of period 31"

Specification (in thousands of PLN) December 2018 December 2017
Total net value of trade receivables, including: 38 837 11 856
Net value of trade receivables denominated in Ralisrency 38 807 11 856
Net value of trade receivables denominated in preurrency 30 0

The company has a lease agreement with Polska @apacza sp. z.0.0. in Katowice where the
Company acts as a lessor. The subject matter afahigact is financial leasing together with the
delivery of two wall scraper conveyors for the nreed KWK Piast-Ziemowit Ruch Ziemowit
produced by the Company. The value of the contveat set at a gross amount of 24,891
thousand PLN. The aforementioned amount consists azpital installment of 18,506 thousand
PLN, interest in the amount of 1 731 thousand PbN ®AT in the amount of 4,654 thousand
PLN. The contract is concluded for a period of ¢hyears. Payment has been divided into 36
monthly installments according to the payment saledAs at the date of this report, both
conveyors were produced and transferred for utigetmine.

On 30" April 2018 another undercut scraper was delivaredccordance with the third lease
agreement signed o' ®lovember 6 2017 with Polska Grupa Goérnicza spozin Katowice, the

recipient of which was KWK Bolesta®mialy. The value of the contract was determinedafor
gross amount of 5,390 thousand PLN. The aforemestioamount consists of a capital
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installment of 3,917 thousand PLN, interest in dneount of 462 thousand PLN and VAT in the
amount of PLN 1 011 thousand PLN. The contractosctuded for a period of three years.

Payment has been divided into 36 monthly instalksaacording to the payment schedule.

The balance of receivables under the aforementiteasing agreements as at'Tlecember 2018

amounts to 7,645 thousand PLN.

Relevant information on lease receivables is pttesein the tables below:

Specification (in thousands of PLN)

End of period 31"
December 2018

End of period 31"
December 2017

Present value of receivables arising from financeshse at

- . 14 381 0
beginning of period
Increases due to new finance lease agreements (+) 3918 18 504
Repayment of finance lease installments (principal 2 498 4125
installments) for the period (-) ( (
Present value of receivables arising from financeehse at end
L . 10 801 14 381
of period, including:
Short-term receivables arising from lease agreesnent 7677 7 118
Long-term receivables arising from lease agreements 3124 7 263
Additional information:
Future finance income arising from interest on leas
o : 985 0
agreements at beginning of period
Increases of future finance income due to new findaase
461 1797
agreements (+)
Repayment of finance lease installments (financerime arising
. . (854 (812
from interest) for the period (-)
Adjustments to settlement of interest in the peresllting
. . 0 0
from fluctuations of interest rates (-)
Future finance income arising from interest on leas
N o 592 985
agreements at end of period, including:
Contingent lease payments recognized in profitlass 0 0
statement for given period
e End of period 3T End of period 31"
Specification (in thousands of PLN) December 2018 December 2017
The nominal value of minimum finance lease paymentdue i
. . 11 393 15 366
in the period:
up to 1 year 8 077 7 118
between 1 and 5 years 3 31§ 8 248
more than 5 years 0 0
Future finance income arising from interest on leas
(592) (985
agreements (-)
Present value of future receivables arising from fiance lease
. . . o 10 801 14 381
disclosed in assets, due in the period:
up to 1 year 7 677 7 118
between 1 and 5 years 3124 7 263
more than 5 years 0 0
Additional information:
Unguaranteed residual values attributable to lessor 0 0
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4.5.Note 5 — Inventories

Structure of inventories is presented in the follgytable:

e End of period 3T End of period 31"

Specification (in thousands of PLN) December 2018 December 2017
Gross value of inventories, including: 25 59( 23 644
Materials 17 489 8774
Semi-finished products and work in progress 5613 12 705
Finished products 980 996
Goods 1 508§ 1167
Write-downs of inventories, including: 51 15
Materials 13 9
Goods 2 (10)
Semi-finished products and work in progress 41 18
Finished products (5) (2)
Value of inventories disclosed in the balance sheet
. o 25 641 23 659
including:
Materials 17 502 8 785
Semi-finished products and work in progress 5 654 12 723
Finished products 975 994
Goods 1510 1157
Additional information:
Value of basic materials recognized as expenskeipériod 54 773 21 021

Inventory measurement methods are consistent vpiiieal accounting principles described in
Section 2.11. Write-downs of materials are recogphias other operating expense in the period
and write-downs of finished goods increase theitigion cost in the period.

The calculated differently % deduction for commargoods on the warehouse packaging and
warehouse welding due to the variety of articled ameraged decided to take one factor due to
the long-term fate and partial loss of the markaue of overdue items. In the case of semi-
finished products, finished products, materials emahmercial goods wholesalers Steel decided to
adopt a factor of impairment in the amount of 5%e do the fact that these are articles that
despite the long period of keeping them in a stlares not lose its value and there is no risk that
the Company does not receive the purchase pricéhése components in the time of sale. Since
these are articles of steel are not liable to detse or damaged. Even in the case of slight rust
coverage and purification they are still a fullwloarticle that may be sold or may be used in the
production. In addition, it issues for its productstificates and quality and provides its cust@mer
with quality guarantees which also testifies tofdnet that articles which are made of our products
are wholesome. In addition, the Company must miardgartain reserve inventory due to long-
term contracts and the need to deliver spare padsmponents manufactured by the Company.

Inventories are pledged as collateral of multi-agrents number 889/2015/0000771/00 concluded
between the Parent Company and ING Bank Slaskiddca Katowice (with credit limit in the
amount of 6 306 thousand PLN) to amount of 10 G@@sand PLN.
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The company buy supplies from different suppli€@@me suppliers of materials and foods
protects its claims to sell stocks. In accordandé the relevant an notations on invoices, sold
stocks remain the property of the supplier ungl settlement of obligations by the Company.

The analysis of unused production capacity has shbwat the production capacity in 2011-2016
is at a similar level in terms of actually workeweheé. In 2018, there was a significant increase in
sales revenues by 58% and profit from sales of Ti%elation to 2017, which resulted in a

significant decrease in the value of unused pradactapacity. In 2018, unused production
capacity is at the level of 3%.

4.6.Note 6 — Cash and cash equivalents

Cash and cash equivalents are presented the fotjaable:

Specification (in thousands of PLN)

End of period 31"
December 2018

End of period 31"
December 2017

Cash and cash equivalents, including: 9824 1 660
Cash in hand and cash at bank 268 1141
Short-term deposits 9 556 519
Other cash equivalents 0 0
Additional information:

Cash in foreign currency (converted into PLN) 41 43
Cash of limited disposability 0 0

Short-term deposits are deposited for differenigas; ranging from one day to three months,
depending on the current needs of the Companyafgii.dnterest on deposits is floating.

The fair value of cash and cash equivalents isléquaeir carrying amount. Components of cash
and cash equivalents in the cash flow statemenbalathce sheet are equal.

The effects of measurement of cash in foreign ogyere presented in the table below:

Specification (in thousands of PLN)

End of period 31
December 2018

End of period 31
December 2017

Exchange differences relating to the measurementcast
balance held on bank accounts denominated in Bwndaof

period. Foreign exchange gains (increase of caddmba) ar
shown with sign (+), whereas foreign exchange lwsgth sign

()

4.7 .Note 7 — Equity

Share capital

Detailed information on share capital and the issaaof shares as for 3December 2018 is

shown in the following table:
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As for 31° December 2018

Nominal Date of
Series sh,;lruer:t()i(rewr of V?’UL?\Im registration in The right to Manner of | Type of Number of
units) the National dividends settlement | shares votes
Court Register
preferred
Lack of specific registered
A 5,000,000 2,000,000 | 3 June 1997 provisigns Cash shargs; 2 votes 10,000,000
at the AGM
starting from pre_ferre(ij
B 7,500,000 | 3,000,000| 9" June 2004 1%t January Cash registered | 5 500,000
2005 shares; 2 votes
at the AGM
. starting from preferred
14" November | the distribution Settlement registered
C 5,625,000 2,250,000 2007 of profit for the year | of claims shargs; 2 votes 11,250,000
2007 at the AGM
N starting from
14" November | the distribution Settlement Ordinary
D 5,250,000 2,100,000 2007 of profit for the year | of claims | bearer shares 5,250,000
2007
starting from
the distribution Ordinar
E 3,125,000 1,250,000 | 25" March 2008 of profit for the year Cash bearer sh);res 3,125,000
2007
starting from
the distribution Ordinar
F 3,000,000 1,200,000 | 29" October 2009 of profit for the year Cash bearer sh);res 3,000,000
2008
Total 29,500,000 11,800,000 47,625,000

As for 37" December 2018, the nominal value of one sharedéSA, B, C, E and F equals 0.40
PLN (40 groszy).

Registered shares of Series A are preferred slarés voting rights in a way that each share is
worth 2 (two) votes at the General Meetings.

Registered shares of Series B are preferred share&s voting rights in a way that each share is
worth 2 (two) votes at the General Meetings.

Registered shares of Series C are preferred shargsvoting rights in a way that each share is
worth 2 (two) votes at the General Meetings.

All shares of Series D, E and F are ordinary besinares, admitted to trading on the main market
of Warsaw Stock Exchange.

Admission to trading shares of series D, E and F

On 18" September 2009, Polish Financial Supervision Aityiapproved Company's issue

prospectus.
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On 29" October 2009, new share issue of series F (pufdice) has been registered in the
National Court Register. After registration, shaapital of the Company amounts to 11,800,000
PLN and is divided into 29,500,000 shares, each avinominal value of 0.40 PLN.

On 3% November 2009, the Management Board of Warsawk3achange adopted a resolution
to admit ordinary bearer shares of series D, ERanfl PATENTUS S.A. to trading on the main
market of WSE. In accordance with the resolutiond8@/2009 dated"¥November 2009 of the
Management Board of Warsaw Stock Exchange,"oN@&ember 2009, ordinary bearer shares of
series D, E and F were introduced - in normal mottetrading on the main market. Shares are
traded in the continuous trading system under bimeviated name "PATENTUS" and shortcut

"PAT". ISIN code: PLPTNTS00019.

Company's shareholder structure at end of repop@rgds according to the best knowledge of

the issuer:
As for 3 December 2018 As for 3December 2017
Percentage qf Percentage @
Percentage
Shareholders |\ mper of| Percentage df Number of|  the total | Number of of shareg Number of|  the total
shares | share capita votes number of shares canital votes number of
votes P votes
Malgorzata
9 7804 67% 26,469 13 846 350 29,079 7804 675% 26,46% 13 846 350 29,079
Duda nee s
J6zef Duda 4325 17% 14,669 7 679 35 16,129 432517% 14,66% 7 679 35 16,129
Malgorzata
Duda nee 3619 30 12,279 6 306 80 13,249 3619 30 12,27% 6 306 80 13,249
Wiktor
Urszula Gotz 4829 15 16,379 8 183 300 17,189 4829 150 16,37% 8 183 30 17,189
Henryk Gotz |5 62 50 10,04% 5650000 1186% 2962 500 10,04% 5650 00 11,869
Other natural
persons and 5959 20 20,209 5959 20 12,539 5959 20 20,20% 5959 20 12,539
legal entities
Total 29 500 000 100,009 47 625 000 100,00% 29 500 000 100,009 47 625 000 100,009

Supplementary capital arising from the sale of shas above their nominal value

According to Article 396 8§ 2 of the Commercial Campes Code, this item presents a surplus
arising from the sale of shares above their nomiahle less costs associated with the increase of

share capital.

e End of period 3T End of period 31"

Specification (in thousands of PLN) December 2018 December 2017
Supplemgntary capital angmg from thg sale of shars above 6 448 6 448
their nominal value at beginning of period
Changes in supplementary capital arising from the ae of 0 0
shares above their nominal value during the yearnicluding:
Gross surplus arising from the sale of shares béS&E" above 0 0
their nominal value
Costs associated with the increase of share capital 0 0
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Supplementary capital arising from the sale of shars abov

their nominal value at end of period

6 448

6 448

Revaluation reserve

Detailed information about the source of the reatdin reserve is shown in the following table:

e End of period 3T End of period 31"
Specification (in thousands of PLN) December 2018 December 2017
Revaluation reserve at beginning of period 7 840 7 825
Changes in revaluation reserve during the year, inading: 93 15
Effects of revaluation of property, plant and eqoént to fai (39) (108)
value
Deferred tax liability charged to equity 132 123
Revaluation reserve at end of period 7 933 7 84Q

Capital from revaluation of property, plant and ipguent (land and the right of perpetual usufruct
of land) to fair value is recognized after its retion by deferred tax liabilities.

Retained earnings

Retained earnings, include:

» Undistributed profit or accumulated losses front yasars;

« Statutory supplementary capital - created out ofipaccording to the requirements of the
Article 396 § 1 of the Commercial Companies Code;

« Supplementary capital created in accordance wéehAttlicles of Association - created out
of profit in accordance with Company’s ArticlesAdsociation;
» Net profit (loss) for the current period.

On 24" May 2018, the Ordinary General Meeting of Sharééis of PATENTUS S.A. According
to Resolution No. 5, the annual financial statemdat 2017 were approved. The shareholders
also adopted resolution No. 7 to allocate the entet profit for 2017 in the amount of 1 697
thousand PLN for supplementary capital created ntahily, which as of 3% December 2017
amounted to 51 197 thousand PLN and is presentdeibalance sheet in the position of retained
profits.

According to the Act of 16 September 2011 on the reduction of certain obiigatof citizens
and entrepreneurs (Journal of Laws No. 232, itemi8)3the obligation to publish financial
statements was removed in the Official JournahefRepublic of Poland "Monitor Polski B". As
of 1° January 2013 information about the entry in théiddal Court Register on the submission
of the report is automatically published in "Momig&dowy i Gospodarczy".

Changes in the item of retained earnings, whicb @lslude the effects of conversion of financial
statements to IFRS, are presented in the follovwabhte:
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Statutory Supplementary Profit (loss) for the
supplementary capital created in current period
Cdapit?| - accordancle witfh the re?i?]%rrl]iézfi in
- created out of profi i .
Specification (in thousands of PLN) according to t%e Assogg{?oﬁs.%reated statement Total rgtalned
requirements of the out of profit prepared in earnings
Article 396 § 1 of the| in accordance with | accordance with
Commercial the Articles of IAS / IFRS
Companies Code Association
Data as for ' January 2018 3933 51 197 4 156 59 284
Distribution of financial results disclosed in
financial statement prepared in accordanc 0 1697 (1697 0
with IAS / IFRS
Profit (loss) for the current period
recognized in financial statement prepared 0 0 8 203 8 203
in accordance with IAS / IFRS
Data as for 3F' December 2018 3933 52 894 10 662 67 489
Data as for £ January 2017 3933 66 863 (13 207 57 589
Distribution of financial results disclosed in
financial statement prepared in accordanc 0 (15 666 15 664 0
with IAS / IFRS
Profit (loss) for the current period
recognized in financial statement prepared 0 0 1697 1697
in accordance with IAS / IFRS
Data as for 3F' December 2017 3933 51 197 4 156 59 286

4 .8.Note 8 — Credits and loans

Liabilities arising from credits are presentedha following table:

o End of period 31 End of period 31
Specification (in thousands of PLN) December 2018 December 2017
Long-term bank loans 11 563 7071
Short-term bank loans 24 23( 22 438
Total liabilities arising from credits and loans, due in the i
period: 35 793 29 509
up to 1 year 24 23( 22 438
between 1 and 3 years 4 998 3188
between 3 and 5 years 6 565 3 883

In 2018, in the amount of short-term loans of 12 #ousand PLN represent overdrafts that are
repayable current influences on bank accountsO1Y 2it amounted to 13 425 thousand PLN.

The currency structure of credits granted to then@any is presented in the following table:

Specification (in thousands of PLN)

End of period 31"
December 2018

End of period 31"
December 2017

Bank loans denominated in PLN 35 793 29 509
Bank loans denominated in EUR (converted into PLN) 0 0
Total credits at end of period 35 793 29 509

Page 57 of 108



PATENTUS S.A. headquartered in Pszczyna, street@sigska 11

Annual Individual Financial Statement prepareddocadance with IFRS as adopted by the EuropeanriJnio
for the period 1 January 2018 to $1December 2018

(amounts in tables are in thousands of PLN, urdged otherwise)

Effects of measurement of the balance of liabgitising from credits at the average exchange
rate of National Bank of Poland prevailing on thstlday of the fiscal year, are presented in the

following table:

Specification (in thousands of PLN)

End of period 3%
December 2018

End of period 31
December 2017

Exchange differences relating to the measuremethteolhalance
of liabilities arising from bank loans denominatadEUR at end
of period. Negative exchange differences (causa@ease in

the balance of liabilities) are recognized withigng+); positive

exchange differences with (-)

112

The average interests on credits and loans graotéde Company are presented in the table

below:

Specification (in thousands of PLN)

End of period 31"
December 2018

End of period 31"
December 2017

Average interest rate — bank loans denominated.ikh P

7,35%

7,58%

Average interest rate — bank loans denominatedJiR E

4,68%

-0,14%

Applications for funding from the EU funds.

Agreement No. 451/2015/60 / OA / al. / D with thewncial Fund for Environmental Protection
and Water Management to co-finance the task uh@ename: "Modernization of the heating
system in a production and social building locatedankowice, ul. Ztote Lany 52B "- detailed in
note 2.

Contract for co-financing the project entitled "[B&pment of innovative, based on foundry
methods of technology of manufacturing gear whestls nanocrystalline structure”, PBS3 /B5 /
45/2015 - detailed in note 12.

On 8" January 2018 as part of the Intelligent Developn@perational Program 2014-2020, the
Company submitted to the National Center for Reteand Development a project financing
application (Priority axis: Increasing the reseaacil development potential; number 1/ 4.1.4 /
2017) under the title: "Development of innovativeraper conveyors with increased starting
susceptibility and operational durability no. PQIR01.04-00-0081/17. The project
implementation period is scheduled froff duly 2018 to ¥ July 2021. The project is to be
implemented in a Consortium whose leader is PaseBtA., and other performers of the Silesian
University of Technology and Fabryka Elementow dtigavych "FENA™" Sp. z.0.0 . The value of
the entire project is 5,760 thousand PLN, of wHc®23 thousand PLN will be subsidized. The
company's share in the entire project will amoor,882 thousand PLN, of which the subsidy is
2,351 thousand PLN. As at the date of this reploetproject is at the stage of signing the contract
for co-financing.

Loan commitments
They do not occur.

Loans and Credits
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Specification of credits and loans and essentiahgeof credit agreements is presented in the
tables below:

Bank's margin on credits ranges from 0,85 to 2@@entage points.
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Amount of the credi
Date of Amount of the credit constituting a commitment
. . . according to the at end of period 31
No Entity / conclusion of | Form of commitment contract December 2018, in Intere.s.t rate Repayment Notes Collateral
Person the contract/| / contract number thousands of PLN conditions period
annex in currency] short-term|  long-term
thousands
18" Novemt;]er Debt-limit agreement
iffei 2011 witl Limit: 142 PLN st
1 RaB'f::';'Een subsequent CRD/L/N3%366/11 0 0 + t\:ifk(’)sleal\rAgi st Nzg\izmber The cash deposit made at the Bank in the amoult2PLN
Polska S.A.| amendments bank overdraft
Framework
Raiffeisen h agreement for
2 Bank 28 Szt(e)[itlember corporate clients - 0 EUR 0 0 Indef initely
Polska S.A. current account and
time deposits
a) irrevocable power of attorney to dispose Compaailj/surrent
accounts held at the Babl blank promissory note) mortgage on the
developed land owned by the Company located inalsicke, covered
Deutsche | 2" October 201 . 30" by Land Register No KA1P/00039796/5 to the amotiritla387 589
3 Bank PBC | with subsequerjt m\zmgg;ﬁf N 7592 PLN 713 4322 + ;)NIBk(’)R M . September PLN (in favor of the bankdl) assignment of rights arising from the

S.A. amendments**4 ank's marg| 2027 insurance contract in favor of the bagkotal irrevocable lock of
auxiliary Company's accounts f) confirmed transiarent and future
receivables for the Bank of PARP; g) a statemesubmission to
enforcement
a) irrevocable power of attorney to dispose Compaaly/surrent

h accounts held at the Babl blank promissory note) mortgage on the
Deutsche 17‘20Eigce_mber . developed land owned by the Company located inalsicke, covered
with Investment credit N WIBOR IM | _q .
4 Bank PBC 1700 PLN 194 516 , .| 2"%January 2023 by Land Register No KA1P/00077485/0 to the amodi2t 50 000
subsequent KIN/1228558 + bank’s margi ) ! . "

S.A. amendments*4 PLN (in favor of the bank)l) assignment of rights arising from the
insurance contract in favor of the bagoorrower's declaration of
submission to enforcement
a) the repayment security is the establishment obegage to the
amount of 10 500 000.00 PLN on enjoyed by ZKS MONXTEp. z 0.0

22 April the real property situated fiwigtochtowice Street. Wojska Polskiegd
1 Multiproduct h 68C, b) assignment of rights from the insurance policyjactof the
5 éﬁfk?gn: szuoblsseévlljt:nt agreement Limit: 6 306 PLN 5164 0 2d Nzg\f;mber pledge - contractual mortgage in the field of éirel other perils;) lien
amendments 889/2015/0000771/00 on inventories of materials, finished products, isimished products
and goods at a minimum of 12 000 000,00 Ri)Assignment of rights
from the insurance policy of the collateral e) sta¢nt of voluntary
execution f) blank promissory note
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Fundusz
Gornalaski

20" March

2014 with
subsequent
amendments

Loan agreement No
SFP/P/71/03/2014]

584

PLN

Fixed

20" March 2019
percentage

33 0

blank promissory note, b) mortgage on the purchaseer the
project, c) assignment of the rights of the insueapolicy, d) poweof
attorney to bank account

Wojewddzki
Fundusz
7 1. Ochrony
Srodowiska i
Gospodarki
Wodnej

1% December
2015

Loan agreement No
307/2015/60/0A/al.
P

126

PLN

rediscountrate  "18une 2020

a)the agreement on transfer of receivables from t&posits in the
amount of 128 thousand. PLN and future receivablése amount
of 128 thousand. PLN resulting from term deposiaats opened
for subsequent periods with the adoption by théharthe
implementation and made transfers of receivabled,dank
promissory

Deutsche
8 | Bank Polska
S.A.

26" August 2016
with subsequent
amendments***

Loan agreement No

KON/1619068**

1000

PLN

WIBOR 1M

st
+ bank’s margi 31" July 2019

244 0

a) a power of attorney irrevocable to dispose ofifgyBank with all
current accounts of the Borrower maintained byRhek; b) blank
promissory note; c) mortgage to the bank up to&87,589 PLN
established on the ownership of real estate lodatddnkowice
(KW No. KA1P / 00039796/5); d) assignment of rigtdthe Bank
from the insurance policy; e) a registered pledg#26 thousand
PLN on a set of machinery and equipment locateeuaddresses
Pszczyna Gorritgska street 11 and Jankowice Ziote tany street
52B

Raiffeisen
9 | Bank
Polska S.A.

23Y December
2016 with
subsequent
amendments

Loan Repayment
Agreement (CRD /
35678/11, CRD/
45141/15, CRD /
35677/11)

2334

PLN

30" November
2018
was shown in th
WIBOR 1M statement in
+ bank’s margin connection with
the bank's failure
to release the
collateral

1)

a) a power of attorney irrevocable to dispose offfgyBank with all
current accounts of the Borrower maintained byRhek; b) blank
promissory note; c) mortgage to the bank up to&87,589 PLN
established on the ownership of real estate lodatédnkowice
(KW No. KA1P / 00039796/5); d) assignment of rigtdthe Bank
from the insurance policy; e) a registered pleddg&26 thousand
PLN on a set of machinery and equipment locateéuaddresses
Pszczyna Gorritgska street 11 and Jankowice Ziote tany street
52B

Alior
10 | Leasing
Sp.zo. 0.

20" February
2018

Loan agreement No.

133258/18/3

922

EUR

20" January
2015

646 2670 EURIBOR 3M

a) registered pledge on metal machine machinenaahining
center OKUMA VTM-1200YB, b) assignment of insuranesicy
rights, c) blank promissory note without retentidhpther
collateral than listed

Getin Noble
11 | Bank S.A.

9" August 2018

Credit agreement
No.
129595/K0O/2018

12 000

PLN

WIBOR 3M
+ bank’s
margin

10" February

8 062 2020

1500

a) power of attorney to dispose of funds on th@aetmaintained
by Getin Noble Bank SA, b) blank promissory nojesegistered
pledge on fixed assets with the assignment ofrtherance policy,
d) contractual mortgage in the amount of 20,40Q0,6QMN on land
property located in Jankowice for which the Digt@ourt in
Pszczyna, V Land and Mortgage Register keeps adadd
mortgage register no. KA1P / 00044542/8 with theigasnent of an
insurance policy, e) assignment of receivables fadeasing
contract for two conveyors for KWK Piast Ziemowiezmowit
Ruch, f) assignment of receivables from the comnficrche supply
of two conveyors for KWK Murcki Staszic
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a) blank promissory note, b) contractual mortgagghé amount of
1 200 thousand PLN on perpetual usufruct of laneiczd by plot
No. 2648/128 with the area of 0.1105 ha and orbthieing

Towarzystz_a_w constituting a separate property for which the iisCourt in
g In\;vestycu Pszczyna, V Land and Mortgage Register Divisiorpkebe land
poteczno- h ) h . . .

12 | Ekonomiczny 12" October | Loan agreement No. 1000 PLN 170 806 ercgﬁff ol 17" October and mortggge register KAlP/ 00038751/1, c) assanmrof rights
ch SA 2018 42178 p g 2025 under the insurance policy for the aforementionegerty not less
Warszawa than 950 thousand. PLN, d) transfer of the secofithe UNION

CWS 2500 table milling machine and the HELLER MC 16
machining center with a value not smaller than ffleisand PLN,
e) assignment of rights under the insurance pali¢he transferred
property, plant and equipment
a) blank promissory note, b) contractual mortgagghé amount of
17,000 thousand PLN on the property covered by KALK/
00022605/8 kept by the District Court in Pszczywidivision of
Getin Noble th Credit agreement WIBOR 1M h Land and Mortgage Registers, along with the assagof the
13 | Bank S.A. 21 Nzg\izmber No. 130795/ MF /| 9000 PLN 7597 0 + bank’s 20 Nzg\izmber insurance policy for the amount not lower than 8,32LN, which
2018 for overdraft margin also constitutes the collateral of the Loan AgresniNo. 445/ LG /
2018 of the Bank Guarantee Line of'Nlovember 2018, c) the
power of attorney to dispose of funds by the Bamithe current
account of the borrower
Getin Noble th Agreement of the n
14 | Bank S.A. 21 Nzg\izmber guarantee bank lin¢  Limit: 1 000 PLN 0 0 X 20 Nzg\izmber As above
no. 445/ LG/ 2018
UKE FINENSE 10 cho0n | agroement o, WIBOR 1M i of Atormey 10 the bank aceount mainiameBtesen
S.A. ' imit: + bank’s margin " Apri
15 0110/2018 Limit: 4 000 000 PLN 1407 1749 gir) 30" April 2021 Bank Polska SA, c) declaration on submission toreeiment d)
registered pledge on the machine which is the stibjehe contract
Total liabilities arising from credits as for 31 December 201 24 230 11 563
35793

* In the contract the limit is 7 000 thousand Plafiwhich 1,000 thousand PLN is for Montex

**one mortgage to the contract KON/1619068 and KIAI9501 amounted of 11 388 thousand PLN

** The value of the assignment from the policyhitg one to the contract KON/1619068 and KIN/1219%0h/1228558 amounted of 9 284 thousand PLN
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22 December Umowa leasingu
16 | Losina S, 2015 | finansowego nr 1400 | PLN 254 277 | weorim | 12 January a) blank promissory note
oo P 50/0130/15 2021 promissory
Coface | Factoring agreemen L indefinite time
17 Poland | 31" August 201 1638/20?7 g Limit: 5 000 PLN 0 0 WIBOR 1M a)blank promissory note with a promissory note aetion,
Factoring Sp
Z0.0.
indefinite time a) blank promissory note with a promissory notdatation, b)
Kuke Finanse¢ 29" November |Factoring agreement Limit: 32 000 PLN WIBOR 1M power of attorney to the bank account maintaine®aijfeisen
18 S.A 2017 *** No. 0096/2017 ***+* bl 26 000 0 Bank Polska S.A, c) statement on submission toreefoent, d)
global assignment of rights under the insuranceEpolumber RW
/ OP / 1400013949/2018
Total liabilities arising from credits and leasingas for 3T December 2018 50 484 11 84(Q
62 324

=+ the contract limit is 14,000 PLN. On 24July 2018 a revolving policy agreement number R®P// 14/00013949/2018 to the aforementioned ageremith an additional limit of 5,000 PLN until 31December 2018 and
8,000 PLN for an indefinite period was concluded.
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Credits as for 3F' December 2017

Amount of the credi
constituting a
Date of Amount of the credit | commitment at end of
N Entity / conclusion of | Form of commitment according to the contragt period 3% Interest rate | Repayment Not Collateral
° Person the contract/ | / contract number December 2017, in conditions period otes oflatera
annex thousands of PLN
in currency | short-term long-term
thousands
a) power of attorney to dispose Company's curretiant b) cappe
mortgage on real estate located in Pszczyna, Sh@weiglaska 11,
o Land Registration No 22605 KW
Limit: 8.785 PLN 2" January c) power of attorney to dispose Company's currecoant d) capped
2018 mortgage on real estate located in Pszczyna, Sh@weislaska 11,
Land Registration No 22605 KW e) assignment ofetairom the
insurance contract f) mortgage to 9 000 thousard ét.real estate
located in Stalowa Wola at ul. Kwiatkowski, beimgperpetual
usufruct of PATENTUS STREFA SA for which the DistrCourt
n o conducts a perpetual book KW No. TB1S / 00058985g@ther the
18" November | Debt-limit agreement WIBOR 1M assignment of the insurance policy (this has asored mortgages
1 Raiffeisen 2011 with No 8212 0 + bank's 30" November are loans CRD835677 / 11; CRD / 35678/11 AND CRIB¥41/15
Bank subsequent CRD/L/36366/11 Limit: 8.502 PLN ) 2018 granted PATENTUS STREFA SA) g) mortgage to the amhofi 15
Polska S.A.| amendments bank overdraft margin 450 thousand. PLN on real estate located in Jardeo®ireet. Ztote
Lany, being in perpetual usufruct of PATENTUS SAdich the
District Court conducts a perpetual book KW No. KA100037544/0
and a book register KW number KA1P / 00040317/#@Mith the
assignment of the policy h) mortgage to the amobit 450
thousand PLN on property located in Pszczyna Si@@indlaska,
31* Decembe which is in perpetual usufruct of PATENTUS SA foniah the
Limit: 283 PLN 2019 District Court conducts a perpetual book KW No. KA100040503/5
i) pledge regis trenches on a set of machines qoipment to the
highest sum 15 450 thousand PLN j) a statementbbmission to
enforcement up to 15,450 thousand |
o 18" November| pebt-limit agreement
2 Raéf;?]'lfe” 2011 with | No CRD/L/36366/1] |, 3
. - imit: 2 000 PLN
Polska S.A. subsequent revol_vmg CerIt 0 December as above
amendments | denominated in EUR 2019
Framework
Raiffeisen h agreement for
3 Bank 28 Sé%ritfmber corporate clients - 0 EUR 0 0 Indefinitely
Polska S.A. current account ang
time deposits
a) irrevocable power of attorney to dispose Compaal/surrent
nd h accounts held at the Babl blank promissory note) mortgage on th
4 :euktsFi:gg 2 .trC])ctotE)er ZOlt Investment credit N 7592 PLN 759 4900 WIBOR 1M 30 b developed land owned by the Company located inalsicle, covered
an With subsequert \ 1219501+ + bank's margin  cptember by Land Register No KALP/00039796/5 to the amotiftlo387 589
S.A amendments**4 2027 ) . . -
PLN (in favor of the bankjl) assignment of rights arising from the
insurance contract in favor of the bagitotal irrevocable lock of
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auxiliary Company's accounts f) confirmed transferent and future
receivables for the Bank of PARP; g) a statemestubmmission to
enforcement
a) irrevocable power of attorney to dispose Compaal/surrent
17" December accounts held at the Babl blank promissory note) mortgage on th
Deutsche 2012 with Investment credit N WIBOR 1M developed land owned by the Company located inalgicke, covered
Bank PBC subsequent KIN/1228558 1700 PLN 214 687 + bank's margih 2" January 2027 by Land Register No KA1P/00077485/0 to the amotii2 550 000
S.A. amendments*4 PLN (in favor of the bankgl) assignment of rights arising from the
insurance contract in favor of the bagorrower's declaration of
submission to enforcement
a) assignment of future receivablb) power of attorney to dispo:

h Company's accounts held at the B. orrower's declaration of
rgp%?li]: 2%)?28571?:252  Technological credif o o PLN 372 133 | WIBORIM | ,an pugust 2019 Submission to enforcement to the arount not exngeditoo
Akcyjna amendments No 16/074/12/Z/FT + bank’s margin thousands PLN;I) blank promissory note with promissory note

agreemente) registered pledge on purchased machinery and
equipmentf) assignment of rigis arising from the insurance conti
a) assignment of future receivablb) power of attorney to dispo:

h Company's accounts held at the Bar)lhorrower's declaration of
rngé?l?ell( 2208i28sir§:;2€e g rechnological credit ¢ 5 PLN 373 104 | WIBORIM | Han august 2019 Submission o enforcement o the Zoun not exogeiso0
Akcyjna amendments No 16/075/12/Z/FT + bank’s margin thousands PLNg) blank promissory note with promissory note

agreemente) registered pledge on purchased machinery and
equipmentf) assignment of rigls arising from the insurance contre
a) power of attorney to dispose Recipient's resoudep®sited in its
. . bank accounb) blank promissory note)a registered pledge on fixe
eFmanung agreemeqt assets: Diana Correa milling machine 20; lathe oiieR135 / 4m;
Bank Pekad ) . for sr;g:;g/rzinance WIBOR 1M milling machine Hgller BEA3.; miIIir?g Frejoth Inteat ional
SA 12 Apnl 85/eF/KRI2013 Limit: 1 838 PLN 1398 0 + bank’s 1% March 2020 ACM3000; measuring machine Zeiss Accura; Famakecran
i 2013 with i margin Kluczbork; cleaner MBJ S.C. ROA-8; plasma cuttearASHP 260;
subsequent (factoring) and AK AWK?20 rollers BEND / 30; machine Wotan Werke Gikhb
amendments agreem::nt No 3/201y7 Dusseldorf; chamber paint Yoki Star YS 8 / E fdotal value of
from 28" March 2017 4,497,139.41 PLN with assignment of rights fromitigirance policy
Limit: 6 842 PLN 29" November a) the repayment security is the establishment obegage to the
2017 amount of 10 500 000.00 PLN on enjoyed by ZKS MOXTEp. z
Limit: 6 606 PLN 30" May 2018 0.0 the real property situated$wigtochtowice Street. Wojska
22 Apri it 8 S50 AL 29" June 2018 Cubjec o th pleage - conactal mortgage W o re ond
ri . — h -
ING Bank 2015 \?vith Multiproduct Lfmft: 6 506 PLN 5212 0 \A{:BbORk,lM 3? July 2018 other perilsg) lien on inventories of materials, finished prodyict
Slaski S.A. | subsequent 889/2%?56/2238;71/0 L?m?t. 6456 PLN anks | 30 hAugust 2018 semi-finished products and goods at a minimum da2000,00
amendments imit: 6 406 PLN margin 29" September PLN d)assignment of rights from the insurance policyhef ¢ollateral
2018 e) statement of voluntary execution f) blank praoig note
Limit: 6 356 PLN 30" October 201
Limit: 6 306 PLN 29" November
2018
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10

Fundusz
Gornalaski

20" March
2014 with
subsequent
amendments

Loan agreement Ng
SFP/P/71/03/2014

584

PLN

146

33

Fixed
percentage

20" March 2019

blank promissory note, b) mortgage on the purchaseer the
project means rwatych t, c) assignment of the sigiithe insurance
policy, d) power of attorney to bank account

11

Wojewddzki
Fundusz
Ochrony

Srodowiska i

Gospodarki
Wodnej

1% December
2015

Loan agreement Ng
307/2015/60/OA/al./P

126

PLN

30

47

rediscount ra|

e "SBune 2020

a)the agreement on transfer of receivables from tiposits in the
amount of 128 thousand. PLN and future receivablése amount
of 128 thousand. PLN resulting from term deposibaats opened
for subsequent periods with the adoption by thé&harnhe
implementation and made transfers of receivable®,dtank
promissory

12

Deutsche
Bank Polska
S.A.

26" August 2016
with subsequent
amendments***|

Loan agreement Ng
KON/1619068**

1000

PLN

395

250

WIBOR 1M
+ bank’s
margin

31" July 2019

a) a power of attorney irrevocable to dispose aftieyBank with

all current accounts of the Borrower maintainedh®yBank; b)
blank promissory note; ¢) mortgage to the bankouplt 387,589
PLN established on the ownership of real estatetdatin
Jankowice (KW No. KA1P / 00039796/5); d) assignnafnights
to the Bank from the insurance policy; e) a regestepledge of 820
thousand PLN on a set of machinery and equipmeatéd under
addresses Pszczyna Gdéiiaska street 11 and Jankowice Ztote
Lany street 52B

13

Raiffeisen
Bank
Polska S.A.

239 December
2016 with
subsequent

amendments

Loan Repayment
Agreement (CRD /
35678/11, CRD /
45141/15, CRD /
35677/11)

2334

PLN

963

827

WIBOR 1M
+ bank’s
margin

30" June 2018

a) contractual mortgage in the amount of 2,751@M®LN on a plg
of land located in Pszczyna for which the Distficiurt in Pszczyn
V Department of the Ppetual Books keeps a land and mortd
register No. KA1P / 00040503/5, b) contractual mage in th
amount of 543,000.00 PLN per a land property latatePszczyng
for which the District Court in Pszczyna, V LanddaMortgagg
Register Department keeffee Land and Mortgage Register no. KA
/ 00040503/5, c) contractual mortgage in the amofir®,250,000.0
PLN on a plot of land located in Pszczyna, for whtbe Distric
Court in Pszczyna, V Land and Mortgage Registeraltepent keep
the Land and Mogage Register no. KAL1P / 00040503/5,
contractual mortgage in the amount of 543,000.00! Bh a plot of|
land located in Pszczyna for which the District @dn Pszczyna,

Land and Mortgage Register Department keepgd§siVieczyst nr
KA1P / 00040317/4 and KA1P / 00037544/0, e) contralcanortgag
in the amount of 2,250,000.00 PLN on a plotlafid located i
Pszczyna, for which the District Court of onowyHezczyna, V Lan
and Mortgage Register Department keeps the LandModgage
Register No. KA1P / 00040317/4 and KA1P / 00037844
contractual mortgage in the amount of 2,751,000 on a plot o
land located in Pszczyna for which the District @dn Pszczyna,

The Land and Mortgage Register Department keeps_dmel ang
Mortgage Register no. KA1P / 00040317/4 and KAI®037544/0
Statement on submission to enforcement on this lb&srt. 777 pair
1 point 5 of the Code of Conduct to the amount.808.000.000 PLN
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Credit agreement N@.

a) power of attorney to dispose of funds on bankoawts of th
Borrowers maintained in the Banks; b) credit repaymguarante
under the de minimis portfolio guarantee lina guarantee of Ba
Gospodarstwa Krajowego; c¢) contractual mortgageoufhe amour
of 13,500,000.00 PLN established as collateral Ié@n principal
claims for interest, collateral receivables, inahgd fees an
commissions for the Bank, on the pesty right of the Borrowe
located in Jankowice, Pszczyna commune, plot NA8AR5 an
2793/2017 with a total area 6f6964 hectare, for which the Distf

. h U0003244757585 for 9,000 PLN (first tranche WIBOR 3M ) .
14 é“,:r Bank 19 2(())it;)ber non—revqlving loan for in 4,800 PLN, second| 4 364 0 + banl'('s 10" October 2019 g?;rr]tdma: ds Z;Z());?;g\; t:ggtzpdKng%aggoZngsg‘;zennr;:sf Fc)
financing 'current tranche: 4,200 PLN) margin rights under the insurance policy; assignment corgid from the
operations financial leasing agreement concluded with Polskap& Gdérnicz
Sp. z o.0. to the Bank; e) a declaration on subanig® enforceme!
pursuant to art. 777 pairs 1 point 5 of the CodeéCivil Procedurg
with the indication of the date until which the kais entitled tq
submit an application for granting the enforcenwatise, ie until 10
October 2017 together with the indication of thexmmm paymen
amount, ie 18,000,000.00 PLN
Total liabilities arising from credits as for 31 December 2017 22 438 7071
* In the contract the limit is PLN 7 000 thousanélyvhich PLN 1,000 thousand is for Montex
**one mortgage to the contract KON/1619068 and KINI9501 amounted of 11 388 thousand PLN
** The value of the assignment from the policyhitg one to the contract KON/1619068 and KIN/1219%0l/1228558 amounted of 9 284 thousand PLN
PEKAO | 22 December L:.mowa leasingu
- inansowego nr day of money .
15 Leascl)ng Sp.z 2015 50/0130/15 1400 PLN 275 548 WIBORIM| - et order a) blank promissory note
Sglfgrfg 31* August 2017 Factoring agreement | i 5 000 PLN WIBOR IM | jefinite period of a) blank promissory note together with a promigsmte
16 - 1638/2017 0 0 + bank’s . )
Factoring Sp margin time declaration
Z0.0.
) 29" November | Factoring agreement . . . . . a) blank promissory note with a promissory notdatation, b)
17 K“keSFA'”a”S“ 2017 No. 0096/2017 | -IMit 14000 PLN 0 0 WIBOR 1M '”def'”'tt.e period of proxies to the bank account maintained by RaiffeBank Polska
o ime SA, c) declaration on submission to enforcement
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4.9.Note 9 — Trade and other financial liabilitiesand non-financial liabilities

The table below shows the structure of trade ligdsl and other financial liabilities:

Specification (in thousands of PLN)

End of period 31"

End of period 31

December 2018 December 2017
Other long-term financial liabilities, including: 277 512
Liabilities arising from finance lease agreements 277 512
Trade and other short-term financial liabilities, including: 27 074 10 475
Trade liabilities against related entities 0 109
Trade liabilities against other entities 26 410 9 755
Liabilities arising from finance lease agreements 254 254
Payroll liabilities 410 357
Total trade and other long-term and short-term financial i
27 351 1098

liabilities

Trade liabilities are non-interest bearing andrememally paid within 7 to 90 days.

Specification (in thousands of PLN)

End of period 31"

End of period 31"

December 2018 December 2017
Current trade liabilities 21 4172 6 706
Overdue trade liabilities, including: 4 998 3158
up to 30 days 3154 2198
between 31 and 60 days 1538 719
between 61 and 90 days 107 240
between 91 and 180 days 155 0
between 181 and 365 days 15 (16)
more than 365 days 29 17
Total trade liabilities 26 410 9 864

Part of obligations is settled with a delay. In th@nion of the Management Board, there is no tisét

the contractors will charge additional interesttfoe delay in payments.

The currency structure of liabilities is presenitethe following table:

Specification (in thousands of PLN)

End of period 31"

End of period 31

December 2018 December 2017
Trade liabilities, including: 26 410 9 864
Trade liabilities denominated in Polish currency 26 333 9 699
Trade liabilities denominated in foreign currency 77 166

On 229 December 2015 between PEKAO LEASING sp. z o.0. taedParent Company the financial
leasing agreement No. 50/0130/15 has been sigobgcs to a test station of 630 KW for testing gear
gears under load. As at the date of the lease mgrgethe purchase price of the leased item amduate
1,400 thousand PLN net. The remuneration for cahetuthe aforementioned agreement amounts to
1,520 thousand PLN net and includes: initial fést(installment of remuneration) in the amoun®ab
thousand PLN; Periodic salary installments totalafes0 installments for the amount of 1.296 thaasa
PLN; Vat from the capital in the amount of 322 thand PLN; Vat from the interest portion of 28
thousand PLN and purchase price (sale) of 14 tmmldaLN. The amount of remuneration was
determined on the basis of the Net Purchase Pfitteed\et Leasing ltem and the WIBOR 1M rate 9f 1
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December 2010 of 1.670000 %. The leasing contsas¢ured by a blank promissory note. Amortization
charges for use of the subject of the lease duhegierm of the leasing contract will be made by th
beneficiary, ie the Company. Remuneration - Monftdyments covering the principal and interest will
be payable according to the payment schedule df &8th day of the month from February 2016 to
January 2021. The transfer of the leased objest taxe on the basis of the acceptance protocd53n
January 2016. As at 3IDecember 2018, the balance due under the leaseragnt amounted to 531
thousand PLN.

Detailed information on liabilities arising fromnfince lease agreements of tangible assets is dsen
below:

e End of period 31 | End of period 31
Specification (in thousands of PLN) December 2018 December 2019
Present value of future liabilities arising from finance lease
- . 766 991
agreements at beginning of period
Increases due to new finance lease agreements (+) 0 0
R t of fi I install t indipstall t
epayment of finance lease installments (prindipsthliments) (235 (225
for the period (-)
Present value of future liabilities arising from finance lease
. 531 766
agreements at end of period
Short-term liabilities under lease agreements 254 254
Long-term liabilities under lease agreements 277 512
Future finance cost arising from interest on leasagreements
- . 46 80
at beginning of period
Increases of future finance cost due to new findease 0 0
agreements (+)
Repayment of finance lease installments (finanst @dsing 24 34
from interest) for the period (-) (24) (34)
Future finance cost arising from interest on leasagreements
. 22 46
at end of period
e End of period 31 | End of period 31
Specification (in thousands of PLN) December 2018 December 2019
The noml_nal. value of minimum finance lease payents, due 553 811
in the period:
up to 1 year 259 259
between 1 and 5 years 294 552
more than 5 years 0 0
I(Z_;Jture finance cost arising from interest on leasagreements 22) (46)
Present value of future liabilities arising from finance leas 531 765
agreements disclosed in liabilities, due in the pard:
up to 1 year 254 254
between 1 and 5 years 277 511
more than 5 years 0 0

The table below presents the structure of otherfimamcial liabilities:

Specification (in thousands of PLN)

End of period 31"
December 2018

End of period 31"
December 2019

Other long-term non-financial liabilities, includin g:

8 363

10 588

Deferred income (grants from the EU funds)

8 363

10 588
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Other short-term non-financial liabilities, includi ng: 2739 3 020
Advances received for supplies and services 0 0

Tax and social security liabilities 546 643
Other liabilities and accrued expenses 251 368
Deferred income (grants from the EU funds) 1942 2 009
Total other long-term and short-term non-financial liabilities 11 102 13 608

In accordance with the accounting policy adoptgdants are accounted for in the period of usexaffi
assets and are accounted for in proportion to #gregiation of subsidized assets. Settled in the
equivalent period of the grant is recognized asrtiperating income (Note 13).

Subsidy for received as an advance for expendes tacurred in the future are classified as deterre
income (deferred income) in the short-term lialgifitand are assessed in proportion to the expeaditu
incurred in each settlement periods and proporiptathe level of reimbursement of these expenses
through include them in the other operating incdram the simultaneous adjustment of tax costs.

e End of period 31" End of period 31"
Specification (in thousands of PLN) December 2018 December 2019
Deferred income (grants from the EU funds) at begining of i
: 12 59 14 424
period
Received grants for fixed assets (+) 0 0
Grants receivedforthe cost of(+) 458 (5)
Received grants for research and development 0 1 381
The settlement grants for fixed assets (-) (2 009 (2044
Grant settlement costs (-) (741 (1164
Deferred income (grants from the EU funds) to be sed in i
. 10 304 12 59
coming years

A detailed list of the various EU projects, thesigdee of sophistication and the amount of grands an
advances received from 2005 until day of below repo the table below:

the amount balance on
time limit of the settled a1 maintenance] )
LP the name and number of the project for (?:Jvimagrsgn/t advance December reseifilg;tig; period \xﬂgln
completion pay payment 2018 indicators
w tys.PLN
1 Grant Agreement No. SPOWKP / 2.3/ 1/24/513 Project 12.2004
title: the purchase of burners to the plate anK liér 06.2005
15.12.2005 224 224 0 completed 5 years 2010
P Grant Agreement No. SPOWKP / 2.3/ 2/24/1061 Ptojec 06.2005
title: the purchase of CNC lathes 06.2006 06.12.2006 571 577 0 completed 5 years 2011
3 Grant Agreement No. SPOWKP / 2.3/ 3/24/01499 Rtdje 09.2005
title: the purchase of robotic welding station 09.2006 22.12.2006 739 739 0| completed 5 years 2011
4 Grant Agreement No. SPOWKP / 2.3/ 4/24/3077 Ptoje©1.04.2006
title: the purchase of cleaner cruising 31.12.2007| 31.03.2008 393 393 0| completed 5 years 2012
5 Grant Agreement No. UDA-RPSL.01.02.02-00-524 / 801.05.2009,
00 Project title: consultancy services 30.11.2010| 26.10.2011 37 37 0 completed 3 years 2013
6 Grant Agreement No. UDA-RPSL.01.02.02-00-526 / 801.09.2009,
00 Project title: purchase spraying booths 28.02.2010| 27.10.2010 515 379 136 completed 5 years 2015
Grant Agreement No. UDA-RPSL.01.02.03-00-025 / 10
7 00 Project title: purchase metrolo 01.02.2011
I P %y 31.07.2011
26.06.2012 75( 563 187 completed 3 years 2014
Grant Agreement No. UDA-POIG.01.04.00-24-100 / 1l1- From previous
g | 00 Project title: Innovative technology for the guntion | 26.04.2012 years to cost 267p 2672
of elements of string transportation systems using| 31.03.2014
materials lane .
From previous|
years to cash 588 480 108| completed 5 years 2019
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From previous
g | Grant Agreement No. UDA-POIG.01.04.00-24-094 / 1126.04.2012| years to cost 4216 4216
00 Project title: Development of an innovative eco-| 30.09.2015
specialized gear integrated diagnostic system From previous
years to cash 1236 783 453 | completed 5 years 2020
Grant Agreement No. UDA-RPSL.01.02.04-00-C09 / 11-
10 00 Project title: Improvement of competitivenesd an| 04.01.2013
development Patentus SA by introducing innovativg 28.06.2013
services to offer the measurement gear
16.04.2014 75( 387 363| completed 5 years 2018
Grant Agreement No. POIG.04.03.00-00-954 / 11 Rtoje
11 title: Implementation of innovative high throughput | 16.11.2012
method for the production of bevel gears using | 31.08.2014
carburizing
3909 1762 2147| completed 3 years 2017
Grant Agreement No. POIG.04.03.00-00-950 / 11 to|e
title Implementation of the innovative technoldgy the
- ] - | 16.11.2012
12 production of large-size elements powertrains with
. L 31.08.2014
increased service life
3935 1858 2077| completed 3 years 2017
Grant Agreement No. POIG.04.06-00-24-007 / 12 Rto| e25 04.2013
13| title: Implementation of the production of mechaim oy ’
drive assembly conveyor powerful 30.06.2014| From previous
years to cash 7573 2843 4730| completed 3 years 2017
Grant Agreement No. POIG.01.04.00-24-057 / 13 Rto|e
title: Development of innovative manufacturing
technologies gutters routes conveyors using roboti From previous,
14 methods. 20.02.2014] years to cost 1931 1931
31.12.2015
From the
current year to
cash 260 156 104| completed 3 years 2018
Grant Agreement No. PBS3 / B5 / 45/2015 Projelgt:tit From previous
(5| CEvCpmenLol owsue based on e meod o o109 om15| yemstocost|  map oao
Ing gy otg ystall 28.02.2018
From the
current year to
cash -70| -70 0| inprogress 5 lat 2023
Grant agreement No. 451/2015/60 / OA/ al. / O to
subsidize the task under the name: Modernization
16 sysytemu heating in the building of social
production, located in Jankowice Street. Gold From previous,
tany 52B years to cost 1 13 0| completed
From previous
years to cost 1996 1995
Contract for co-financing no. POIR.04.01.04-00-008% From the
project title Development of an innovative techryyldor current year to|
17 the production of toothed elements with hybrid acef | 01.04.2016 cost 399 399
layers of nanostructured substrate for drive wifits | 30.09.2020| From previous
conveyors designed for operation in extreme opegati years to sash D 0
conditions From the
current year to
cash 0| inprogress 3 years 2023
From previous
years to cost 0
From the
Contract for co-financing no. POIR.04.01.04-00-0081 current year to|
18 17-00 project title. Development of innovative @R | 02.07.2018, cost 129 129
conveyors with increased starting susceptibilit an | 01.07.2021| From previous
operational durability years to cash D 0
From the
current year to
cash 0| Inprogress 3 years 2024
total 33611 23306 10 305 X X X
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4.10.Note 10 — Provisions for liabilities

Employees are entitled to retirement benefits utiteterms of Article 92of the Labor Code, i.e. in the
amount of employee's one month's salary at thengedate of severance pay. Provisions for retirdamen

package, disability package and death benefitestmnated using actuarial methods.

e End of period 31" End of period 31

Specification (in thousands of PLN) December 2018 December 2017
Provisions for liabilities, including: 180 802
Provisions for long-term employee benefits 168 119
Provisions for short-term employee benefits 12 23
Other long -term provisions 0 0
Other short-term provisions 0 660

Significant actuarial assumptions at each balaheetslate, are shown in the following table:

e End of period 31" End of period 31"

Specification (in thousands of PLN) December 2018 December 2017
Discount rate 2,9% 3,7%
Salary growth rate 0,0% 0,5%
Salary growth rate for future years 0,0% 0,5%

Based on the cost analysis of previous years Masagement Board decided, that there is no risk of
significant future costs arising from warranty repaand on this basis, refrained from estimating

provisions for warranty repairs.

The warranty period provided by the Company fopitsducts range from 6 to 36 months.

Management Board of the Company believes, thaethez no other factors and events, that suggest a

need to create provisions arising from other titles

4.11.Note 11 — Revenue

The structure of revenues is presented in the taddtav:

Specification (in thousands of PLN)

For the period from
1% January 2018 to
31° December 2018

For the period from
1% January 2017 to
31° December 2017

Revenue from sales according to material structure,

properties and other real estate

including: 132 326 55 154
Revenue from the sale of products and services 123 246 47 071
Revenue from the sale of goods and materials 8 670 7 460
Revenue from renting agreements and tenancy ofsimen 410 628

Additional information:

Revenue from sales to related entities

223

133

Company's operations can be divided into two seggnen

* Manufacture of machinery and equipment, provisibeesvices to the mining industry (repair of
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mining machinery and equipment) and productiontbéodevices
* Wholesale sales of steel products, welding equipraed packaging

Information on the results of the operating segmenpresented in Note 18.

Specification (in thousands of PLN)

For the period from
1% January 2018 to
31° December 2018

For the period from
1% January 2017 to
31° December 2017

Revenue from sales according to the territorial stucture,

: o 132 326 55 159
including:

Revenue from sales in the country 131 48( 53 974
Export and intra-Community delivery of goods ant/ges 846 1183

Due to fact, that the sale beyond Polish bordedsrexted primarily to customers based in the Eeaop
Union, where the same conditions prevail delivery-additional geographical segmentation has been

performed.

4.12. Note 12 — Cost

Specification of costs by function and costs bydkimpresented in the tables below:

Specification (in thousands of PLN)

For the period from
1% January 2018 to
31° December 2018

For the period from
1% January 2017 to
31° December 2017

Cost of sales 114 22( 49 944
Distribution costs 2472 2077
Administrative expenses 4 652 2 629
Total operating cost (cost by function) 121 344 54 655

Specification (in thousands of PLN)

For the period from
1% January 2018 to
31° December 2018

For the period from
1% January 2017 to
31° December 2017

expenses)

Depreciation and amortization 7 453 7 362
Consumption of energy and materials 61 584 24 903
Outsourcing 24 615 12 063
Taxes and charges 760 711
Employee benefit costs 7 232 6 100
Other costs 886 650
Write-down of inventories (products) 0 0
Total costs by kind 102 53( 51 789
Change in finished goods and work in progress 12 917 (2 182
Production costs of product for own use 0 0
Selling cost of goods and materials 5 897 5048
Total cost (cost of sales + distribution costs + adinistrative

121 344 54 655

For the period from

For the period from

Specification (in thousands of PLN) 1% January 2018 to | 1% January 2017 to

31° December 2018| 31% December 2017
Employee benefit cost, including: 7 232 6 100
Salaries and wages 5894 4971
Social insurance and other benefits 1 338§ 1129
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Contribution to the Company Social Benefits Fund 0 0
Future benefits (provisi@) arising from retirement packag
and other employee benefits

On 26" April 2012, the Company signed two agreements wibrnglaska Agencja Rozwoju
Regionalnego S.A. (under the Operational Prograrmmevative Economy 2007 - 2013, Research and
development of modern technologies, Support fol-gdanted projects), for financing of projectstdid
below: Development of an innovative environmengidly specialized gear, integrated with the
diagnostic system (Agreement No UDA-POIG.01.04.86624/11-00), and Innovative technology for
the production of band elements in the transpatesys utilizing poured materials (Agreement No UDA-
POIG.01.04.00-24-100/11-00). The total value ofréguested subsidy equals 8,783 thousand PLN. Date
of completion of the first project is 3March 2014, where the second i$"®eptember 2015. Received
amount of the grant accounts for 75,00 % of elgy#akpenses for the first project and 74,21 % ofiledk
expenses for the second project and 35 % of dewedopworks. Costs incurred are recognized in the
cost of basic activities of each period. The fistject was completed on time and o' @@ June 2014
the Company filed in the Upper Silesian Regionav&epment Agency a request for final payment. On
14" January 2015 the application has been verifieitipely thus ending the project. In total, withinet
framework of implementation of the first projedietCompany received a grant in the amount of 3,260
thousand PLN, of which at 31 December 2018 was settled a grant in the amoduBtls2 thousand
PLN. The second project was also completed on éimteon 27 November 2015, the Company filed in
the Upper Silesian Regional Development Agencygaest for final payment which was also positively
verified by the completion of the project. By*3lecember 2018, the second grant received a gfdint o
452 thousand PLN of which 4 999 thousand PLN wétese

On 3fJanuary 2014 PATENTUS S.A. and the Warsaw UniversitTechnology (beneficiary) filed an
application with the number 246715 in the framewairkhe Program of Applied Research Competition 3
track A Chemical Science under the title: "Develepiof innovative methods based on foundry
technology, the manufacture of gears nanocrysélliine value of co-financing of the project amouats

2 035 thousand PLN to Warsaw University of Techggland 942 thousand PLN for PATENTUS S.A,,
the total cost of the project amounts to 2 035 shod PLN at the Warsaw University of Technology and
2 084 thousand PLN side PATENTUS S.A. Oh August 2014 the Company was informed that the
project has been recommended for support, and 8nMdy 2015 the Company signed a financing
agreement number PBS3 / B5 / 45/2015. Untif' Tlecember 2018 the Warsaw University of
Technology transferred to the account of PATENTUA. &n advance payment in the amount of 770
thousand PLN, of which all amount were settled.

On 7" February 2014, the Company filed with the NatidResearch and Development Centre in Warsaw
for funding the implementation of a new projectited "Development of an innovative technology for
the production of conveyor chutes routes using tiobmethods" under the Innovative Economy
Operational Programme, Priority: Research and ogweént of modern technology, Measure 1.4:
Support for special projects. The total cost of pheject amounts to 4,634 thousand PLN, of which an
amount of eligible expenditure amounts to 4.205%u8amd PLN while the possible amount of funding is
2.297 thousand PLN. On @3 April 2014 an agreement was signed for fundingP®G.01.01.00-24-
057 / 13 on the implementation above mention edjept, and on'8 June 2014, the Company filed the
first application for the advance payment. Theikiliy period ended 30 December 2015. On 98
January 2016 the Company submitted a final paymezntest that was positively verified. As part aéth
project, the Company received a grant of 2 191 ¢and PLN, of which as of $IDecember 2018 the
amount of 2 087 thousand PLN was settled.
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Payroll costs include salaries paid in accordamitie the terms of the employment contract of indual
employees and in accordance with the terms of iddal civil law contracts.

Social security costs of units located in Polardude: pension insurance, disability insurancejdsett
insurance, contributions to the Guaranteed Sociatifand the Labor Fund.

The Company creates a Social Fund (CSBF). Contoibsito the Social Fund are charged to Company's
operating expenses. Cash funds of CSBF are stor@deparate bank account. In the financial staieme
Fund's assets and liabilities are recognized invaktes. Due to the specific nature of the Sociald;
Fund's assets and liabilities are equal. As fol' Becember 2014 the balance of the Social Fund
amounted to 38 thousand PLN.

Using the powers conferred under Article 4 paralgragB of the Act of # March 1994 on Employee
Benefits Fund with effect from™September 2013. Company has resigned from théamest the Social
Fund (CSBF). Cash funds of CSBF are stored in aragp bank account to be exhausted for purposes
specified in the above mentioned Act. In the finahstatements of the fund assets and liabilities a
recognized in net worth. Due to the specific natafethe operation of the Social Fund assets and
liabilities of the fund are equal. As for 3December 2014, the balance of the Social Fund ateduo 1
thousand PLN.

Other employee benefits include skills improventeainings and other benefits determined by therlabo
law.

Pension costs include retirement packages paignf@oyees in accordance with the provisions of the
Labor Code. The Company is not a party to any wageements or collective labor agreements, that
would require the application of other regulations.

4.13.Note 13 — Other operating income

Specification of other operating income is presgimehe table below:

For the period from | For the period from
Specification (in thousands of PLN) 1% January 2018 to | 1* January 2017 to

31° December 2018| 31% December 2017
Other operating income, including: 3 550 5 157
Gain from the sale of non-financial fixed assets 0 0
EU grants settled in the proportion to the amot reciation
andgamortization of fixedpaszets e 2009 2044
EU grants settled in the proportion to the amodiosts 741 1 164
Other received grants 119 119
Reversal of write-downs of the entitlements assaltef
payment 129 638
Reversal of write-downs of inventories (materials) 33 0
Reimbursement of court costs 56 19
Compensation received 245 544
Other operating income 218 629
Reversal of write-downs of tangible assets 0 0
Revaluation of investment properties 0 0
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4.14.Note 14 — Other operating expense

Specification of other operating expense is preseimnt the table below:

Specification (in thousands of PLN)

For the period from
1* January 2018 to
31° December 2018

For the period from
1% January 2017 to
31° December 2017

Other operating expense, including: 2 524 3444
Loss from the sale of non-financial fixed assets 42 12
Write-downs of the entitlements 2 486
Write-downs of inventories 0 0
Write-downs of tangible assets 0 0
Court costs 3 21
Donations 23 12
Decrease in fair value of investment properties 358 0
Paid compensation for poor service and acciderirepsts 60 12
Other operating expense 0 591
Other operating expense 2 036 2 310

4.15.Note 15 — Finance income

The structure of finance income is presented irtabée below:

Specification (in thousands of PLN)

For the period from
1% January 2018 to
31° December 2018

For the period from
1% January 2017 to
31° December 2017

Finance income, including: 235 3 447
Interest on untimely payment of receivables 0 2 448
Interest on overdue receivables 0 6
Interest on bank deposits 9 2
Interest on granted loans 44 93
Interest on receivables arising from lease agretsmen 182 812
Gains through currency fluctuations 0 0
Other finance income 0 86|

4.16.Note 16 — Finance cost

The structure of finance cost is presented inabéetbelow:

Specification (in thousands of PLN)

For the period from
1* January 2018 to
31° December 2018

For the period from
1% January 2017 to
31° December 2017

Patentus Strefa S.A

Finance cost, including: 2 057 3 467
Interest on tax liabilities 1 12
Interest on bank loans 669 871
Interest charged for late payment of liabilities 44 78
Interest on finance lease agreements 183 0
Interest and fees on factoring agreement 201 14
Impairment losses due to the interest on receigable 0 415
Revaluation of financial assets (granted loans) 0 0
Losses through currency fluctuations 83 5
Costs related to Impairment of Interests of a Rel&ntity 0 1 862
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| Other finance cost

876 210

4.17.Note 17 — Income tax

Current income tax is calculated in accordance witirent tax regulations. Application of these sule
differentiates taxable gain (loss) from accountieg profit (loss), in connection with the adjustmeh
non-taxable income and costs not constituting tedudtible costs, as well as items of expense and
income, that will not be taxable (permanently).

Current income tax of the Parent Company was catiedlon the basis of fixed and binding tax rate -
19%. Current regulations do not presume changescirates in future years.

As for 3T December 2015, the balance of deferred tax assffset against the balance of deferred
tax liabilities. The balance sheet indicates, thate is a deferred tax liability, which is the ess of
deferred tax liabilities over deferred tax assets.

Subsidiary Patentus Strefa S.A. operates in thei@feconomic Zone and has an income tax exemption.
Fiscal year and balance sheet year coincide wiltéiiendar year.

Amounts significantly affecting income tax, thatveabeen disclosed in the profit and loss statenzeat,
presented in the following table:

e End of period 31" End of period 31"

Specification (in thousands of PLN) December 2018 December 2017
Statutory income tax rate 19% 19%
Current income tax 1 850 15
Deferred tax, including: 133 485
Change in deferred tax assets (984 (514
Change in deferred tax liabilities 851 999
Income tax disclosed in Profit and Loss Statement 1983 500

The following table shows the difference betweemimal and effective tax rate:

e End of period 31" End of period 31"
Specification (in thousands of PLN) December 2018 December 2017
Gross profit before tax 10 184 2 197
Effective tax rate 19,479 22,769
Income tax at effective tax rate 1983 500
Income tax at statutory tax rate 1935 417
Tax effect related to the adjustment oktsonot constituting tg
: . 1417 3734
deductible costs under tax regulations
Tax effect related to the adjustment of revenubat &re ng
. : (640 (4 144
considered revenues under tax regulations
Tax effect related to the adjustment of deferred ¢dimateg
. (729 493
from previous years
Income tax at effective tax rate 1983 500

As a result of temporary differences between the vi@lue and the carrying amount of assets and
liabilities, deferred tax is created. Specificat@frmain items affecting the balance of deferredassets
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and deferred tax liabilities is shown in the talde®w:

Balance Sheet Profit and Loss Statement
e End of period End of period End of period | End of period 31
Specificat th ds of PLN
pecification (in thousands o ) 31" December | 31* December | 31% December | December 2017
2018 2017 2018
Deferred tax assets
Impairment losses for doubtful debts 157 398 241 (382
Differences in currency exchange rates 0 0 0 0
Write-down of the value of inventories (10) (3) 7 5
Tax loss 680 1375 695 (74)
Write-downs of fixed assets 0 0 0 0
Interest on payables 0 8 8 (8)
Provisions for employee benefits 34 27 (7) (3)
Correction of costs to be paid 0 0 0 0
Social Security paid after the deadline 12 52 40 (52)
Total deferred tax assets 873 1 857 984 (514
Deferred tax assets reducing the balance of
. . 0 0 X X
provisions for deferred income tax
Total (per balance) deferred tax assets disclosed
873 1 857 X X
the balance sheet
Deferred tax income
Differences in tax value and carrying amount of
. : 399 475 (76) (5)
investment properties
Interest on receivables and interest on loans 0 2 (2) (4)
Capital interest on late payment of receivables@s) 60 376 (316 376
Differences in tax value and carrying amount of
. 3981 4 084 (203 (54
tangible assets
Profit from the sale of products in the form ofdea
. 271 484 (213 484
agreements settled over time
Temporary differences arising from sales adjustsien
. L 0 0 0 0
(receivables from lease agreements - unpaid irfjeres
Difference between the tax and balance sheet wdlue 1193 1 264 68 15
fixed assets covered by the subsidy y (68)
Interest on leasing 113 187 (74) 187
Other correction items from previous years 43 42 0 0
Total deferred tax liabilities settled with financial
6 059 6 910 (852 999
results
Effects of revaluation of property, plant and eaognt
g
(settled with item of Revaluation reserve) 1 861 1839 X X
Total deferred tax income 7 920 8 749 X X
Deferred tax assets reducing the balance of
. . 0 0 X X
provisions for deferred income tax
Total (per balance) deferred tax liabilities discleed
. 7 920 8 749 X X
in the balance sheet
Total impact of change in deferred tax assets and
deferred tax liabilities, that affect the financial X X 132 485
results
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Specification (in thousands of PLN)

End of period 31"

End of period 3%

December 2018 December 2017

Total deferred tax liabilities at beginning of period: 8 749 7 746
Change in deferred tax liability settled with theenn of
Revaluation reserve 22 4
Change in deferred tax liability settled with firgad results (851 999
Total deferred tax liabilities at end of period, ircluding: 7 920 8 749
Deferred tax liabilities settled with the item oé¥aluation
reserve 1861 1839
Deferred tax liabilities settled with financial s 6 059 6 910
Deferred tax assets offset by deferred tax liabilies 0 0
Total (per balance) deferred tax liabilities disclged in thg

7 920 8 749

balance sheet at end of year

Specification (in thousands of PLN)

End of period 31"

End of period 31"

December 2018 December 2017
Deferred tax assets at beginning of period 1 857 1 343
Change in assets settled with financial results (984 514
Deferred tax assets at end of period 873 1 857
Deferred tax assets offset by deferred tax liabilies 0 0
Total (per balance) deferred tax assets disclosed ithe
873 1 857

balance sheet at end of year

The table below presents settlements related toutrent income tax of the Company:

e End of period 31" End of period 31
Specification (in thousands of PLN) December 2018 December 2017
Current income tax from legal persons for the pkrio 1 850 15
Income tax paid on settlement for given period 0 0
Balance of settlement arising from the current income tax at
Lo o 129 (15)
end of period, including:
Receivables arising from current income tax frogpaleperson|
: 129 0
at end of period
Liabilities arising from current income tax at evfdperiod 0 15

4.18.Note 18 — Segment Information

Operations of the Capital Group can be divided into segments. First operating segment is assdciate
with manufacture of machinery and equipment andpifeeision of services to the mining industry.
Second operating segment includes wholesale ofggand materials.

Operations of the Capital Group focuses mainhhand¢ountry. Minimum share of revenue from sales is
realized through export. Due to fact, that the dadgond Polish borders is directed primarily to
customers based in the European Union, where time s@nditions prevail delivery - no additional

geographical segmentation has been performed.

Segment’s assets include, inter alia, propertygt@ad equipment, inventories, trade receivablésghw
are directly attributable to particular area ofiatt. Segment’s liabilities include, inter aliall &rade
payables, deferred income and partly liabilitigsiag from credits and finance lease agreements.
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Segment’s revenue include revenue from sales &rmadt customers and partly other operating income,
that can be reasonably attributed to the segment.

Segment’s expense include cost of sales to exteusibmers, that can be reasonably attributedeo th
segment. Due to the needs of the Management Bo&rgtities of the Capital Group, in the field of
economic analysis of segments - conducted accaungicords do not allow the precise allocation of
other expenses, including administrative expensgermperating expense, finance cost and othes cost
incurred on the Group’s level, which relate to @®up as a whole.

The Capital Group provides additional informatiancerning each segment, about the acquisition of
tangible and intangible assets, the value of wddems of tangible assets, net value of liquidated
tangible assets, depreciation and amortizatiorsc®d the cost of inventory write-downs.

The Capital Group disclosed information about majgtomers in respect of revenue from sales. dt als
presents the structure of the balance of tradeivaddes at end of period, taking into account
information on trade receivable from major custa@ndihe balances of trade receivables are presented
on a net basis, that is, after taking into accolmteffects of impairment losses.

Furthermore, the Company presents the informatiomain suppliers of services, goods and matergls a
well as information about the structure of the beéof trade liabilities at end of period on thar@any
level.

Information on revenues, expenses, assets antitiesbof each operating segment for the periodrend
on 3T December 2018 is presented in the tables below:

Specification for period I January 2018 to 3% December] Products and Items not Total (whole
2018 (in thousands of PLN) services Wholesale allocated to Company)
segments
Revenue from the sale of products, services, gands
. 123 246 8 670 410 132 32¢
materials
Cost of sales (108 323 (5 897 0 (114 220
Gross profit (loss) 14 923 2 773 410 18 104
Distribution costs (1234 (1196 (42) (2472
Administrative expenses and other operating incante
0 0 (3626 (3626
expense
Operatin profit (loss) 13 689 1577 (3 258 12 008§
Finance income 0 0 235 235
Finance cost 0 0 (2 057 (2 057
Profit (loss) before tax 13 689 1577 (5080 10 184
Income tax expense 0 0 (1983 (1983
Net profit (loss) 13 689 1577 (7 063 8 203
Specification for period I January 2018 to 3% Decemberi Products and Items not Total (whole
2018 (in thousands of PLN) services Wholesale allocated to Company)
segments
Property, plant and equipment and intangiblelagdl 63 254 4 950 6 542 74,748
assets
Investment property 0 0 2 286 2 286
Deferred tax assets and long-term financial assets 0 0 7 737 7737
Inventories 24 447 1194 0 25641
Trade receivables (net value) 36 182 2 201 449 38 837
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Unallocated current assets 0 0 26 7772 26 772
Total assets 123 884 8 345 43 786 176 014
Trade liabilities 25 790 561 59 26 410
Deferred income 0 0 10 305 10 305
Credits, loans and liabilities arising from finarlease
0 0 36 324 36 324
agreements
Unallocated liabilities and provisions 0 0 9 307 9 307
Total liabilities and provisions 25 790 561 55 995 82 346
Specification for period I January 2018 to 3% December] Products and Items not Total (whole
2018 (in thousands of PLN) services Wholesale allocated to Company)
segments
Other information
Acquisition or modernization of property, plant and
, . : 6 573 165 372 7 110
equipment and intangible assets
Revaluation (value increase) of property, plant agdipment
pluation ( ) of property, plant equip 0 0 115 115
and intangible assets
Impairment losses and net value of liquidated prigpelant
. . . 0 0 0 0
and equipment and intangible assets
Depreciation of property, plant and equipment and
preciation of property, p auip 7 274 61 118 7 453
amortization intangible assets
Acquisition or modernization of investment propesti 0 0 0 0
Revaluation (value increase) of investment propstrti 0 0 (398 (398
Write-downs of inventories (-) or reversal of wridewns of
. : 49 2 0 51
inventories (+)

Information on revenues, expenses, assets anttiexbof each operating segment for the periodrend
on 3F'December 2017 is presented in the tables below:

Specification for period I January 2017 to 3¥ Decemberl Products and Items not Total (whole
2017 (in thousands of PLN) services Wholesale allocated to Company)
segments
Revenue from the sale of products, services, gands
. 47 065 7 466 628 55 159
materials
Cost of sales (44 901 (5048 0 (49 949
Gross profit (loss) 2 164 2 418 628 5210
Distribution costs (902 (1 061 (114 (2077
Administrative expenses and other operating incante
0 0 (916 (916
expense
Operatin profit (loss) 1262 1 357 (402 2 217
Finance income 0 0 3 447 3 447
Finance cost 0 0 (3 467 (3 467
Profit (loss) before tax 1262 1 357 (422 2 197
Income tax expense 0 0 (500 (500
Net profit (loss) 1262 1 357 (922 1 697
Specification for period I January 2017 to 3% December] Products and Items not Total (whole
2017 (in thousands of PLN) services Wholesale allocated to Company)
segments
Property, plant and equipment and intangiblk an
64 601 4919 6 224 75 744
legal assets
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Investment property 0 0 2 684 2684
Deferred tax assets and long-term financial assets 0 0 15 407 15 407
Inventories 13 717 9942 0 23 659
Trade receivables (net value) 9116 154 2 586 11 854
Unallocated current assets 0 0 19 694 19 694
Total assets 87 434 15 015 46 595 149 044
Trade liabilities 9 528 529 -193 9 864
Deferred income 0 0 12 597 12 597
Credits, loans and liabilities arising from finarlease
0 0 30 275 30 275
agreements
Unallocated liabilities and provisions 0 0 10 934 10 934
Total liabilities and provisions 9 528 529 53 613 63 67(
Specification for period I January 2017 to 3¥ Decemberl Products and Items not Total (whole
2017 (in thousands of PLN) services Wholesale allocated to Company)
segments
Other information
Acquisition or modernization of property, plant ¢
. . . 226 0 0 226
equipment and intangible assets
Revaluation (value increase) of profye plant and equipme
. . 0 0 19 19
and intangible assets
Impairment losses and net value of liquidated priyp@lant
. . : 0 0 0 0
and equipment and intangible assets
Depreciation of property, plant and equipment
preciation  of - property, p auip 7 184 62 116 7 362
amortization intangible assets
Acquisition or modernization of investment propesti 0
Revaluation (value increase) of investment propsrti 0 0 (30) (30)
Write-downs of inventories (-) or reversal of writewns o
. : 16 (1) 0 15
inventories (+)

Tables below present basic information

about maaipients, as well as the structure of trade

receivables:
Period from 1% Period from 1%
Specification (in thousands of PLN) January 2018 to 3% January 2017 to 3%
December 2018 December 2017
in in in in
thousands percentage thousands| percentage
of PLN points of PLN points
Total revenue from the sale of products, servicegoods
. . . . L i 132 326 100,00% 55159  100,00%
and materials, including main recipients:
Jastrzbska Spotka Wglowa S.A. 32077 24,249 4 841 8,78%
PGG SP.Z O.0. 49 484 37,4009 29 024 52,629
Fabryka Pojazdéw Szynowych Cegielski 1 526 1,15% 0 0,00%
FAMUR 31 467 23,789 1585 2,87%
RAMB 2 52§ 1,91% 305 0,55%
UNGAREX 3 94(Q 2,98% 2 959 5,36%
ATI 860 0,65% 826 1,50%
KOLSAM 886 0,67% 524 0,95%
Other recipients 9 556 7,22% 15 095 27,379
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e End of period 31" End of period 3%
Specification (in thousands of PLN) December 2018 December 2017
in in in in
thousands percentage thousands| percentage
of PLN points of PLN points
Total net value of trade receivables at end of pesd, )
: . 38832 100,00% 11856 100,00%
including:
Jastrzbska Spoétka Wglowa S.A. 5188 13,369 2 931 24,729
PGG Polska Grupa Gornicza 10 093 25,999 3633 30,64%
Fabryka Pojazdow Szynowych Cegielski 500 1,29% 0 0,00%
FAMUR 866 2,23% 256 2,16%
RAMB 0 0,00% 0 0,00%
UNGAREX 343 0,88% 320 2,70%
ATI 340 0,88% 341 2,88%
KOLSAM 0 0,00% 0 0,00%
Other recipients 21 502 55,379 4 375 36,909

Tables below present basic information about magpbers, as well as the structure of trade litibst

Period from 1% Period from 1%
Specification (in thousands of PLN) January 2018 to 3% January 2017 to 3%

December 2018 December 2017
Acquisition of goods and services for core business in in in in
activities (in net value without VAT tax), including thousands percentage thousands| percentage
main Supp”ers: of PLN points of PLN points
PPHU Mirpol Mirostaw Kobiér 17721 13,399 8 778 15,919
Przedsibiorstwo Budownictwa i Handlu Unipol Sp.z 0.0, 290 2,20% 1 699 3,08%
FAMUR SA 2 449 1,85% 291 0,53%
SYMATECH 6 229 4,71% 0 0,00%4
MEGA STEEL 2734 2,07% 1484 2,69%
PIOMA ODLWENIA 9 322 7,04% 2 085 3,78%
HUTA MALAPANEW 1 845 1,39% 426 0,77%
DAMEL 1732 1,31% 511 0,93%
PROFI M TEC 1704 1,29% 0 0,00%
BECKER WARKOP 6 300 4,76% 0 0,00%

NOTE: Involvement of suppliers (column "in percegggpoints"), was calculated in proportion to the
revenue from sales for a given year.

e End of period 31" End of period 31
Specification (in thousands of PLN) December 2018 December 2017
in in in in
thousands percentage thousands| percentage
of PLN points of PLN points
Total trade liabilities at end of period (in grossvalue
. . o 9864 100,00% 4794  100,00%
with VAT tax), including:
PPHU Mirpol Mirostaw Kobiér D 0,00% 14 0,14%
Przedsibiorstwo Budownictwa i Handlu Unipol Sp.z 0.0, 425 1,61% 912 9,34%
FAMUR SA 0 0,00% 4 0,04%
SYMATECH 1312 4,97% 0 0,00%
MEGA STEEL 191 0,72% 503 5,15%
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PIOMA ODLWENIA 5472 20,729 1148 11,76%
HUTA MALAPANEW 638 2,429 54 0,55%
DAMEL 1 269 4,80% 461 4,72%
PROFI M TEC 0 0,00% 0 0,00%
BECKER WARKOP 4 573 17,329 0 0,00%
Other recipients 12 530 47,449 6 664 68,289

4.19.Note 19 — Additional information on Cash Flovstatement

Pursuant to multi-product agreement No. 889/2018J0071/00 with ING BanKlaski S.A. and the debt
management contract number 0110/2018 from Kukensmé.A., the Company could use as &t 31
December 2018 the overdraft facility up to 10,3@6usand PLN.

In addition, according to factoring agreements aaed with Coface Poland Factoring Sp. z 0.0 (numbe
1638/2017) and Kuke Finanse S.A. (contract No. 0fI®K7), the Company may use the factoring limit
of 37,000 thousand PLN.

As at 3f' December 2018, the Company used the overdrafttyalainit of 8,320 thousand PLN and the
factoring limit of 26,000 thousand PLN , which medhat it still may use limit of 12 986 thousand\PL

The following tables present an analysis and catmrs of complex items of the cash flow statement:

For the period from | For the period from

Specification (in thousands of PLN) 1% January 2018 to | 1* January 2017 to
31° December 2018| 31% December 2017
Profit (loss) from investment activities, including 42 12

Revenue from the sale of intangible ass@roperty, plant ar
equipment and investment properties

Net value of liquidated property, plant and equipme
intangible assets and investment properties (imraeace with 305 64
Note 1, Note 2 and Note 3)
Write-down of tangible as#s (in accordance with Note 2 ¢

(263 (52)

Note 14) 0 0
Reversal of writedown of tangible assets (in accordance

Note 2 and Note 13) 0 0
Write-down of investment properties (in accordawit® Note 3 0 0

and Note 13)

For the period from | For the period from
Specification (in thousands of PLN) 1% January 2018 to | 1* January 2017 to
31* December 2018| 31* December 2017

Change in provisions for liabilities and deferred aix
liabilities, including:

Change in provisions for liabilities (in accordamwa¢h Note 10) (622 15
Change in deferred tax liability settled with firgad results (i
accordance with Note 17)
Change in deferred tax asset settled with finanaallts (in
accordance with Note 17)

(755 500

851 999

(984 (514
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Specification (in thousands of PLN)

For the period from
1% January 2018 to
31° December 2018

For the period from
1% January 2017 to
31% December 2017

Change in liabilities excluding credits, loans angbrovisions,

. S 13 165 1 957
including:
Change in other lonterm financial liabilities (in accordan
with Note 9) (235 (226
Change in other long-term non-financial liabdgi(in
accordance with Note 9) (2225 (1797
Change in other shotérm financial liabilities (in accordan

. 16 594 509§
with Note 9)
Change in other short-term non-financial liabiktign
accordance with Note 9) (281 483
Adjustment for increase in liabilities arising frdinance lease
agreements concluded during the given period (itom@zncy (235 (226
with Note 9)
Adjustment for repayment of liabilities arising findfinance
lease agreements concluded during the given périod 0 1
accordance with Note 9)
Adjustment for grants related to assets receivetargiven
period (disclosed as separate itentéash flows from financin (458 (1376

activities - in accordance with Note 9)

Specification (in thousands of PLN)

For the period from
1% January 2018 to
31° December 2018

For the period from
1% January 2017 to
31° December 2017

Expenditures on acquisition of intangible assets ai

property, plant and equipment, including: (6 207 (59)
Purchase of intangible assets and property, plashteguipmern (7 110 (226
(in accordance with Note 1 and Note 2)
Change in the balance of properplant and equipment ung

L . 414 (449
construction (in accordance with Note 2)
Settlement of advances received in prior periodstie
acquisition of property, plant and equipment (inadance with (117 (75)
Note 4)
Adjustment for increase in liabilities arising frdinance lease
agreements concluded during the given period (tom@@ncy 606 691
with Note 9)
Other adjustments 0 0

4.20.Note 20 — Financial instruments and risk managment

Financial instruments by category are shown indbée below:

e End of period 3T | End of period 31"
Specification (in thousands of PLN) Note December 2018 December 2017
Available-for-sale financial assets 0 2 334
Financial assets held until maturity 0 0
Financial assets at fair value through profit @slo
statement 0 0
Loans and receivables, including: 38 982 13 736
Trade receivables (net value) 4 38 832 11 854
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Granted loans 4 150 1 880
Other receivables arising from finance lease ages¢sn 4 10 801 14 381
Cash and cash equivalents 6 9824 1 660
Total assets by category 59 607 32111
Financial liabilities at fair value through profit loss 0 0
statement

Liabilities arising from derivative instruments dgsated

as hedging instruments 0 0
Other liabilities, including: 63 144 40 494
Trade liabilities 9 26 410 9 864
Other financial liabilities 9 410 357
Liabilities arising from credits and loans 8 35 793 29 509
Liabilities arising from finance lease 9 531 766
Total liabilities by category 63 144 40 496

Financial instruments by class are shown in thiethélow:

o End of period 31 | End of period 3T

Specification (in thousands of PLN) Note December 2018 December 2017
Trade receivables (net value) 4 38 832 14 194
Granted loans 4 150 1 880
Other receivables arising from finance lease ages¢sn 4 10 801 14 381
Cash and cash equivalents 6 9824 1 660
Total assets by class 59 607 32111
Trade and other financial liabilities 9 26 410 9 864
Liabilities arising from personal wages ) 410 357
Liabilities arising from credits and loans 3 35 793 29 509
Liabilities arising from finance lease g 531 766
Total financial liabilities by class 63 144 40 496

Items of revenue, cost, gain and loss recognizeérafit and Loss Statement divided into categooies
financial instruments are shown in the table below:

End of period 37 | End of period 3T

Specification (in thousands of PLN) Note December 2018 December 2017

Items of revenue (cost) related to the category of

"Loans and receivables", "Other receivables”, "Cash
and cash equivalents"

Interest income (cost) 15 53 2 549
Interest income arising from lease receivables 15 182 812
Gains (losses) through currency fluctuations 1%,16 14 5
Impairment losses 4 (7 (537
Reversal of impairment losses 1 898 556
Total net profit (loss) 1 140 3 385

Items of revenue (cost) related to the category of
"Other liabilities" and "Liabilities arising from f inance

lease"

Interest income (cost) 14 (1 098 (975
Gains (losses) through currency fluctuations 15,16 (97) (8)
Total net profit (loss) (1195 (983
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One of collaterals used to hedge liabilities agsfrom credit agreements is unacknowledged global
transfer (assignment) of existing and future realglies arising from lease contracts and sale of gaod
services.

During the reporting periods, the Company did m@ntify any of the following economic events and
situations that would require a disclosure:

» as for the balance sheet date, the Company haexeotised the option to appoint financial
instrument on initial recognition as at fair vakireeough profit or loss statement (IFRS 7, 8§ 9, 10,
11)

« the Company did not reclassify items of financsdets, in a way that would result in a change of
the measurement method of these assets (IFRSZJ}, § 1

+ the Company did not issue any instruments, thatldvaeontain both liability and equity
component

(IFRS 7, 817)
« the Company did not breach contractual provisitéifR$ 7, § 18)
» the Company does not apply fair value hedges ashl ftaw hedges (IFRS 7, § 22)

» the Company did not purchase any financial asseté&ce different from their fair value (IFRS
7,8 28)

» the Company did not obtain any assets by takinggssson of collateral (IFRS 7, § 38)

The Company uses a number of major financial insémts, which include bank loans including
overdrafts

The Company uses a number of financial instrumemksch include bank loans including overdrafts
(described in Note 8), cash and cash equivalentshort-term deposits (described in Note 6). Theama
purpose of these instruments is to raise capitalJompany's operations and to make short-term
investments of surplus of liquid cash assets. Tom@any also own other financial instruments, which
include trade receivables, trade payables, reckssadrising from loan agreements and receivables
arising from finance lease agreements (Note 4 aotd Bi), which are the result of Company’s operation

Main risks arising from Company's financial instiemts include:

» market risk (including: interest rate risk, exchargte risk, risk associated with prices of raw
materials, risk of increased competition in doneestarket, risk associated with public tenders,
risk associated with production unit, liability kisor the quality of delivered equipment and
timeliness of executed services, risk of dependenceajor recipients and suppliers, risk arising
from received grants from the EU funds, risk ofrgeal collateral on Company’s assets, risk of
tax law and changes in tax regulations)

« credit risk
» liquidity risk
Market risk

Interest rate risk. Risk of changes in interestgas primarily associated with long-term committsen
which include credits. Credits bear floating insnates. The base rate used as a reference ratedits
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is WIBOR 1M, wIBOR 3M and EURIBOR 1MEURIBOR 3M. Therefore, the Company is exposed to the
interest rate risk. The average interest rate edits used by the Company is disclosed in Note 8.

In the event where EURIBOR 1M and WIBOR 1M incresabg 1.00 percentage point, the Company is
exposed to additional financial cost in next fispedr, as shown in the table below:

End of period 37 | End of period 31"

Specification (in thousands of PLN) December 2018 December 2017

Additional financial cost to which the Company igpesed whe

. ) e . 385 295
interest rates on financial liabilities increaselbyercentage point

In the opinion of the Company, any increase inrggerates on credits and finance lease agreemdhts
not have significant effect on the level of grogsafcial results. The Company does not use any
instruments to hedge against interest rate risk.

Exchange rate risk. The Company is exposed to egghaate risk through transactions of sale and
acquisition in currencies other than its functiocatrency, and by concluding credit agreements in
foreign currencies. The Company does not condugtsiment activities fraught with currency risk.
Exchange rate differences from operating activiesrecognized as finance cost or finance income.

If the EUR/PLN exchange rate increased in the risgal year, the Company would be exposed to
additional finance cost resulting from measuremehtliabilities arising from credit agreements
denominated in EUR. The table below shows the e$@idh additional finance cost associated with
foreign exchange losses, that would occur, if ttiREPLN exchange rate increased by 10% in the next
fiscal year:

End of period 37 | End of period 31"

Specification (in thousands of PLN) December 2018 December 2017

Additional finance cost (to which the Company wohtl
exposed, if the EUR/PLN exchange rate increasetDBg)
resulting from measurement of liabilities arisimgrh credit
agreements denominated in foreign currency

Due to the minor share of foreign currency traneast the Company did not use any instruments to
hedge against exchange rate risk.

Risk associated with prices of raw materials. Ttaénnproblem is the risk of changes in market prifes
raw materials used in the production. Productiosttargely depend on changes in prices of masgerial
including steel products (sheets, profiles). Irerdég/ears, we observe an increased price voladifisuch
products. Large stocks of materials used in thedygtion may provide a hedge against temporary
increases in commodity prices. The Company doesappty any hedging strategy against risk of
increasing raw material prices, which, taking iat@ount the fact that selling price of productagsally
determined in public tenders - in a short periodime can have a significant impact on the profiiyb

of production. Due to the large variety of raw male needed for production, large stocks of raw
materials and variable lead times of finished poslut is not possible to estimate the potentraricial
impact of commaodity price changes on Company'sifired results during the reporting period.

Risk of increased competition in domestic marketrdcent years, we can observe an increased gctivit
of competitors (producing mining machinery and pqent) on the home market. It increases the
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pressure to reduce margins on individual produetsich in turn may adversely affect Company's
financial results. However, the Management Board taken steps to diversify Company’s income
sources. As a result, lower prices of productsrioning industry will not have such significant ingban
Company's operations and revenue in the future.

Risk associated with public tenders. Significantt g Group's revenue comes from the realization of
public tenders. A main factor which has a decisnfleience on the final result of the tender is éered
price. At present, the Company calculates pricethatlevel, that ensures fair margin, which may not
always occur in the future. Additionally, compet#ovho challenge tendering processes ( it can delay
signing of the contract or, in extreme cases, datheetender) increase the risk of obtaining firiahc
underperformance. In November 2017, the Compamesi@ finance lease agreement with Polska Grupa
Gornicza in Katowice for the construction of a nsgvaper conveyor for the needs of KWK Bolestaw
Smiaty, with the amount of 5.390 thousand PLN grdsslanuary 2018, the Company signed a contract
for the supply and modernization of four belt coyws with a bandwidth of 1200 mm for exploitation
regions below 800 m for Polska Grupa Gornicza KWBVWR Ruch Marcel. The contract value is 27,900
thousand PLN net. As at the date of this repowpices have been already issued for a total amaiunt
11,789 thousand PLN net. In October 2018, the Compancluded a contract with JSW S.A. Jagiie
Zdrgj for the execution of a scraper conveyor arglid-complex under the amount of 23 377 thousand
PLN net with a deadline of 8 weeks from the dateaiclusion of the contract. To further reduce the
tender risk, the Company is also looking for cleefnbm outside the mining industry.

Risk associated with production unit. The Compangnufactures machinery and equipment for

particular customers, mainly on the basis of irdlial orders. In the absence of serial production,
typical preproduction processes, materiel suppbcess and timetable for maintenance and repair of
machinery are more difficult to plan and implemenhis phenomenon may temporary affect the

financial results of the Company.

Liability risk for the quality of delivered equipmeand timeliness of executed services. Liabiligk r
for the quality of delivered equipment and timefis®f executed services is an integral elemenadtf e
agreement concluded by PATENTUS S.A. The Company bea exposed to the risk of incurring
additional cost associated with possible complaidtsvever, in the opinion of the Management Board
of the Company, the risk of frequent or significaamplaints which could aggravate the financialiltes
is small, due to the extensive experience of teevcr

Risk of dependence on major recipients and sugplidgre amount of Company's revenue depends largely
on the current situation of coal industry in Pola@der 85% of the company's revenues in the audited
period of 2018 and 37% in the corresponding pewdbd®017 were realized for such customers as
Jastrzbska Spotka Whlowa S.A., Kompania Wglowa S.A., Famur, Polska Grupa Gornicza, Lintéy.S.

or PGE S.A. Deterioration of financial situation kéy customers in this industry may result in
deterioration of Company's financial results. Temating or reducing orders arising from such erditie
would have a significant, negative impact on rewenand financial situation of the Company. In recent
years, the Management Board has taken steps tosiiiw€ompany’s income sources, inter alia, by
starting to supply mining machinery and equipmenkEastern and Far East markets, and by exporting
welded structures and devices to the EU markets.

The largest provider of services in 2017 was thengany PPHU MIRPOL Mirostaw Kobior
headquartered in Pszczyna. MIRPOL provides sendgoeserning work on machines and equipment of
the Company, under the supervision of engineeriadf &nd on the basis of patents, solutions and
documentation of the Company. The Management Boelidves, that there is little risk of terminatioh
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cooperation. Termination of cooperation would catesaporary shortages in production. However, in
such a case, the Company will seek to take ovemégerity of contractor's employees. The Company is
a major service recipient of the contractor.

Several suppliers cooperating with the Company digsificant share of the supply of materials and
commercial goods, including steel products. In tase where leading suppliers of steel products
terminate the cooperation with the Company, the amy could (periodically) experience shortages in
the supply of raw materials, until increasing defywquantities from other suppliers. However, duée
large supply of steel products - any difficultiesobtaining raw materials should not be permanent.

Risk arising from received grants from the EU fund$ie Company concluded agreements with
managing unit of structural funds in order to reeefinancial support from the EU funds for the
acquisition of new machinery and equipment andagr@ements for reimbursement of costs necessary to
perform the tasks arising from these agreementthdrcase of failure to perform indications incldde

the contracts, it may be necessary to return paatl @f the grant plus interest. The maximum repamt
amount is about 41 719 thousand PLN (excludingiplessterest).

Risk of granted collateral on Company’'s assets.ty¢mes and registered pledges on production assets
are some forms of collateral for bank loans gramettie Company. In a situation in which the Compan
would not settle its obligations under credit agneats, banks can satisfy their claims by taking the
pledge. Such situation may affect the productiacess and thus the financial results of the Company
The Company settles its debts in a timely fashiwha the moment, there is no such threat.

Risk of tax law and changes in tax regulationsidRdbx system is characterized by lack of stabilitax
law tends to change very often, often to the detnirof taxpayers. Changes in tax law may also tresul
from the need of deployment of new solutions untlerlaw of the European Union, resulting from the
introduction of new or changes in existing regualiasi concerning taxes. In practice, tax authordigsy

the law basing not only directly on the legislatibat also on their interpretations made by theesop
court and court rulings. Such interpretations dse aubject to changes, are replaced by othera;eoin
conflict with one another. To some extent, thioapplies to judicial decisions. This results ioklaf
certainty as to how tax authorities should apply lBaw or an automatic use of it in accordance with
current interpretations, that may not be conforrteethe diverse and often complex situations ocagtri
in the course of trade. Additional ambiguity of mpgmovisions, that make up Polish tax system, htps
increase this risk. On one hand, it raises doubt® ahe proper application of provisions. On tlieeo
hand, it makes it necessary to take into accownabove-mentioned interpretation to a greater éxten
the case of tax regulations, which are based ompitbsions in force in the European Union and thus
should be fully harmonized with them, it shouldrimged that the risk of their use is often assodiatih
inadequate level of knowledge about the EU legmtatwhich is driven by the fact, that they are
relatively new to the Polish legal system. This mesult in adoption of interpretations of Polistv]dhat
are contradictory with regulations in force in tBeropean Union. Many changes occur in other aras o
law, that may affect the Company. Such legal chargen potentially raise the risk associated with
problems of interpretation, lack of judicial praetj adverse interpretations adopted by courts bliqu
authorities.

Credit risk

Creditworthiness of customers with whom the Compaowpcludes transactions of physical sale, is
subject to verification procedures. Receivablessaitgect to continuous monitoring. Credit risk isgs
from trade receivables is high, and thereforenstéd to number of major customers. Accordingh® t
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data as at 31 December 2018, as shown in Note 18, the totalrioa of trade receivables reported in the
balance sheet assets for the 5 largest contra@presents 88% of the total balance of trade rabéee
reported in the balance sheet assets. As*aD&tember 2017, the receivables concentration veda57

%. The remaining part of the balance of receivalideattributable to other clients. Specification of
overdue receivables and the amount of write-dowrthe entitlements are presented in Note 4. In the
opinion of the Company, the maximum risk of uncdilele balance on receivables is equal to write-
downs of trade receivables created at each giviem&@asheet date.

As of 3T' December 2018 the Company discloses receivablier lpans granted with accrued interest at
the amount of 250 thousand PLN. Loan agreementdemeribed in Note 4. The Company has created a
revaluation write-off for a loan of company Roteéke amount of 100 thousand PLN. In relation to othe
loans, in the opinion of the Management Board ef @ompany, the collateral established is sufficient
and there is no need to create an impairment lo$senloans receivable in the balance sheet.

With respect to other financial assets, includiaghcand deposits, Company’s risk is directly reldate
the inability of other parties to pay, and the maxim level of this risk is equal to the carrying ambof
the instrument. However, given the fact that then@any collaborates with leading banks, the risk
associated with cash investments is significamtiuced.

For each balance sheet date, the fair value ofiiahinstruments does not differ from the bookuesl
reported in the financial statement.

Liquidity risk

The Company is exposed to the liquidity risk, ustesd as the ability of the Company to settle its
obligations within the given deadlines. Financingibess activities with external sources (cretbaEns,
trade credit) increases the liquidity risk. The @amy must have permanent access to financial ngarket
Therefore, it is exposed to the risk of inabilioydbtain new financing, or refinancing of its debhis
risk is primarily dependent on market conditiongdit ratings and the degree of concentration. @ue
the high credit rating of the Company, in the opmof the Management Board - there is no risk s§lo
of access to finance. In 2011, the concentrationredlit risk in one bank was limited by signing new
credit agreements with other banks.

In order to ensure financial liquidity, in 2017 tBempany concluded two factoring agreements wigh th
Coface Poland Factoring Sp. z 0.0. in Warsaw (eeht638/2017 from 31August 2017) with a
funding limit of up to 5,000 thousand PLN and wihke Finanse SA. in Warsaw (agreement 0096/2017
of 29" November 2017) with a funding limit of 32,000 tisand PLN.

One of the liquidity risk measures is the degremaftching cash flows (inflows and outflows) for tap3
months, in the period from 4 to 12 months, frono Btyears and for more than 5 years. Inflows inefud
balance of trade receivables and balance of rddeivaarising from lease agreements, which were
increased by cash at bank and available balancmwded bank overdraft. Outflows include: value of
outstanding liabilities arising from credits, loagnsd lease agreements, which were increased bgstte
payable for the period and the value of other farriabilities.

The surplus (deficit) of planned expenditures guianned revenues for particular periods and yesars i
presented in the tables below:
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Contractual maturities from the balance

. L . sheet date Total yal_u_e_ of
Financial liabilities as for 31 December 2018 in between] between Py liabilities liabilities
thousands of PLN up to 3 W w . disclosed in the
moths dand12) land5 than 5 | (undiscounted) balance sheet
months years years
Trade liabilities 26 286 0 0 0 26 286 26 286
Other financial liabilities 410 0 0 0 410 410
Bank loans (gross value with accrued interes
. 15 424 7 611 5984 5 34(Q 34 359 35 793
the period)
Loans (gross value with accrued interest for the
) 0 0 0 0 0 0
period)
Liabilities arising from finace lease (gross val
. . . 65 194 293 0 552 531
with accrued interest for the period)
Total financial liabilities in particular maturity i
. 42 185 7 805 6 277 5 34Q 61 60 63 02(
periods (planned outflows)
Cash at bank 9 824 0 0 0 9 824 9 824
Available balance of unused bank overdraft 12 986 0 0 0 12 986 0
Current trade receivables and receivables ove
36 138 0 0 0 36 138 36 138
up to 90 days
Net value of trade receivables overdue for n
2 694 0 0 0 2 694 2694
than 90 days
Receivables arising fro granted loans (gro
. ] 153 0 0 0 153 150
value with accrued interest)
Calledup receivables arising from finance le
. . 1 705 4 965 1568 0 8 238 10 801
agreements (gross value with accrued interest)
Total planned inflows in the period 63 500 4 9685 1568 0 70 033 59 607
Excess (deficiency) of planned inflows owv
) . 21315 (2840 (4 709 (5340 8 426 (3413
planned outflows in the period
Contractual maturities from the balance
. L . sheet date Total yal_u_e_ of
Financial liabilities as for 31 December 2017 in between| between P liabilities liabilities
thousands of PLN up to 3 . disclosed in the
moths dand12) land5 than 5 | (undiscounted) balance sheet
months years years
Trade liabilities 9 760 0 0 0 9 760 9 76(Q
Other financial liabilities 357 0 0 0 357 357
Bank loans (gross value with accrued interes j i
. 20 087 2 425 3292 4 688 3048 29 509
the period)
Loans (gross value with accrued interest for the
) 0 0 0 0 0 0
period)
Liabilities arising from finance lease (gross vq
. . . 65 194 517 35 811 766
with accrued interest for the period)
Total financial liabilities in particular maturity j
. 30 264 2619 3809 4723 41 415 40 397
periods (planned outflows)
Cash at bank 1 660 0 0 0 1 660Q 1 660
Available balance of unused bank overdraft 2 816 0 0 0 2 816 0
Current trade receivables and receivables ove
10 184 0 0 0 10 184 10 184
up to 90 days
Net value of trade receivables overdue for n
1672 0 0 0 1672 1672
than 90 days
Receivables arising from granted loans (g
. ) 317 479 153 0 949 900
value with accrued interest)
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Calledup receivables arising from finance le
. . 1743 5098 7 933 0 14 774 14 381
agreements (gross value with accrued interest)
Total planned inflows in the period 18 397 5 577 8 086 0 32 055 28 797
Excess (deficiency) of planned inflows owv
) ) (11 872 2 958 4271 (4723 (9 360 (11595
planned outflows in the period

Another liquidity risk measure, which is used bg thompany, is the analysis of the level of Commany’'
equity. Analysis of the level of equity is made tbe basis of Equity-to-Assets ratio and Debt/EBITDA
ratio.

Equity-to-Assets ratio is calculated as the rafitotal equity to total assets on the specifiecibeé sheet
date. The Company assumes to maintain the Equif\ssets ratio of not less than 0.5. As for'31
December 2018, the ratio stands at 0,54.

The equity ratio in asset financing is calculatedhee proportion of total equity to the balanceeshetal
of assets as at a given balance sheet date. Thpadgrassumes to maintain the Equity-to-Assets adtio
not less than 0.5. As for 3December 2018, the ratio stands at 0,54.

Debt/EBITDA ratio is calculated as the ratio ofatoliabilities arising from credits, loans and fnta
lease agreements to total EBITDA. EBITDA is the somoperating profit and depreciation and
amortization. The Company assumes to maintain BBBEIDA ratio not higher than 2.5. As for 31
December 2018, the ratio stands at 1,70.

The analysis of the indicators shows that the Campaas in a difficult economic and financial sitoat
The reason for such a difficult situation of then@any is the difficult situation in the mining instuy,
the lack of orders for large conveyors, extendeghgant periods for loans by mines to 150 days and fo
leases concluded. Another reason for the Compatijficult situation is the bankruptcy of the
subsidiary, Patentus Strefa S.A, and thus the sigde take over some of the debt of the subsydiar
connection with the granting of its corporate guéas as collateral for loans.

The following table presents the analysis of thvele of equity in subsequent years:

End of period 31 | End of period 31"

Specification (in thousands of PLN) December 2018 December 2017

Calculation of Equity-to-Assets ratio (ratio of total equity tg
total assets)

Equity 93 67( 85 374
Total assets 176 016 149 044
Equity-to-Assets ratio 0,53 0,57

Calculation of Debt/EBITDA ratio (ratio of total li abilities
arising from credits, loans and fnance lease agreements
total EBITDA)

Operating profit 12 00§ 2 217
Depreciation and amortization 7 453 7 362
EBITDA (sum of operating profit and depreciatiordan

o 19 461 9 579
amortization)
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Total liabilities arising from credits, loans andance lease
agreements

36 324

30 275

Debt/EBITDA ratio (for six- month periods the value o

indicator was averaged for the entire year)

1,87

3,16

4.21.Note 21 — Contingent receivables and contingdrabilities

In 2016 and in comparable reporting period, notermf the Capital Group has entered into any trade

agreement, that would generate significant commmtsian the next reporting period.

The total value of received guarantees at enddf pariod are presented in the following table:

Specification (in thousands of PLN)

End of period 31
December 2018

End of period 31
December 2017

Contingent receivables towards the Borrower, reggltfrom

securing a long-term loan granted by the Compangal estat 1100 1100
mortgage

Contingent receivables towards the Borrower resgifiom 2 200 2 200
securing a long-term loan granted by the Comparygistered

pledge on fixed assets

Total 3 300 3 300

The following is the list of contingent liabilitieghich result from obligations incurred by the Cangp:

Specification (in thousands of PLN)

End of period 31"
December 2018

End of period 31"
December 2017

Promissory notes issued to hedge: 99 465 66 171
Bank loans 55 078 28 153
Lease liabilities 531 765
Received subsidies from EU funds 41 719 35 958§
Other (separate specification) 2 137 1295
Bank's loans are hedged by: 167 969 287 991
Mortgage on real estate (tangible assets and imegdtproperty) |-

L . 63 626 86 301
to secure the obligations arising from bank loans
The amountof registered pledge or transfer of ownershiy
tangible assets - to secure the obligations arisomg bank loans 19 649 36 314
Inventories as collateral 10 00d 12 00d
Assignment of rights arising from the insurancetraxat 36 810 54 39§
Assignment of future receivables from BGK 0 11 445
Borrower's declaration of submission to enforcement 37 883 87 533
Total contingent liabilities 267 433 354 167

A detailed description of bank loan collateralprissented in Note 8.

The Company has provided a corporate guarantdedoragreements granted by Raiffeisen Bank Polska
S.A. to a subsidiary of PATENTUS Strefa S.A. angramissory note to a credit agreement granted by
Deutsche Bank PBC S.A. to a subsidiary of Zaktaddtakcji Spawanych Montex Sp. z 0. 0. Due to the
announcement by the subsidiary PATENTUS Strefa 8tAankruptcy under the guarantees granted to
this company for loan agreements issued by RagifeBank Polska S.A. As a guarantor, the Company
signed an agreement with the Bank to repay the digbto the bank's claims. The amount of debtet th
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date of the agreement, i.e. of3ecember 2016 amounted to 2.334 thousand PLN-(paichpital) and

99 thousand EUR due to issued bank guaranteeslitigsbdue to called-up capital are presentedhm t
Company's balance sheet as a liability due to lognige the liability for issued bank guarantees is
disclosed as a contingent liability in off-balarsteet records. On 2@une 2018 were drawn up plans for
the distribution of the proceeds from the salehef $ubsidiary Patentus Strefa S.A. These plansdedl
Raiffeisen Bank Poland S.A. which means that thengamy will be released from the debt and paid off
the loan installments to date will be recoverediiyy Company. The company has already paid off the
liability in the amount of 545 thousand PLN . Thesestill a balance of 1,789 thousand PLN. As at th
date of this report, the sale of PATENTUS STREFA &#d the receiver's settlement of the amount
received as a result of the sale took pléweaccordance with the division plan, RaiffeisemBd&olska
SA and the Agencja Rozwoju Przemystu were satisied total amount of 3,271 thousand PLN. In
connection with the above, the Company settledpediiously created revaluation write-downs and
settled the release from debt in relation to Reiéfle Bank Polska S/Since Raiffeisen Bank Poland SA
disputes the amount of 545 thousand PLN paid tosveedayment of the loan for PATENTUS STREFA
S.A for the aforementioned amount, the Companytedea revaluation write-down.

In the ordinary course of business, the Companyiges guarantees to all customers (buyers) fos#fe
of products and services. Warranty is granted fpe@od of 12 to 36 months from the date of delyer
commissioning of the device or execution of servitke maximum value of liabilities arising from
guarantees corresponds to the value of revenuethirersale of products and services.

Based on the cost analysis of previous years Maeagement Board decided, that there is no risk of
significant future cost arising from warranty ragaiManagement Board of the Company believes, that
there are no other factors and events that suggeséd to create provisions arising from othezditOn

this basis, the Management Board refrained fronmesing potential liabilities arising from its busiss
activities.

The company buys supplies from different suppliPext of the suppliers of materials and goods ptste
its receivables sold inventory. According to theations used on invoices, sold stocks remain the
property of the supplier until the settlement dibility by the Company.

Contingent liabilities include guarantees issuedehalf of the Company, such as bid bond guarantees
and bank performance bonds. In order to obtain sgwarantees, the Company signed relevant
agreements with guarantors and gave them blankigsony notes.

The table below shows the total amount of guarant=eied on behalf of the Company, such as bid bond
guarantees and bank performance bonds. Detaileifispgons of issued guarantees is presentedan th
report of the Management Board on operations oCi@pany (Section 16).
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. End of period 37 | End of period 31

Specification (in thousands of PLN) December 2018 December 2017
Total value of bid bond guarantees issued by ogmities of
behalf of the Company (guarantees valid at endsoéf year) 1562 382
Total value of bank performance bonds issued bgrogmtities
on behalf of the Company (guarantees valid at éridaal year) 251 785
Total value of payment guarantees issued by othéties or| 0 0
behalf of the Company (guarantees valid at endso&f year)
Total value of retention bonds issued by othetrtieston behalf
of the Company (guarantees valid at end of fiseary 466 410




PATENTUS S.A. headquartered in Pszczyna, street@sigska 11
Annual Individual Financial Statement prepareddocdance with IFRS as adopted by the EuropeannJnio
for the period % January 2018 to $1December 2018
(amounts in tables are in thousands of PLN, sréésted otherwise)

Total value of corporate guarantee, that securegpayment of
liabilities by Patentus Strefa S.A. in favor of RAEISEN 110 106
BANK POLSKA S.A. (guarantees valid at end of pejiod
Sum of guarantees providedy Patentus S.A. securing
repayment of liabilities of its subsidiaries

Total value of issued guarantees 2 389 1 683

Tables below present a list of blank promissoreapthat the Company transferred to other entéigs,
collateral for commercial and financial transacsion
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Maximum value of the liability arisin | Hedged liabilities disclosed in Hedged liabilities disclosed in
Issue date of Return of the Tvpe of the from the promissory note the balance sheet as for'3]  the balance sheet as for'31
No ) X yp Holder of the promissory note  Description of trade agreement Notes agreement or contract (in thousands December 2018 (in December 2017 (in thousands
promissory note| promissory note | promissory note of PLN) thousands of PLN) of PLN)
Blank promissor Gérnailaska Agencja Subsidy to the financing agreement No
1 26" April 2012 --- rr:ote Rozwoju Regionalnego UDA-POIG.01.04.00-24100/11-00 30" June 2017 To the amount of 3,267 thousand PLN + 108 225
S.A. Katowice (poured materials) interest
Blank promissor Gornalaska Agencja Subsidy to the financing agreement|
2 26" April 2012 - P : Rozwoju Regionalnego No UDA-POIG.01.04.00-24094/11-0Q 30" September 201§ To the amount of 5,517 thousand PLN + 453 701
note S.A. Katowice (gears) interest
h f .
3 | 28 September Blank promissory) m Bank S.A. Credit agreements No 16/075/12/Z/k T " 8gust 2019 | 1otaldebt + interestand cost accrued 0 568
2012 note until repayment
h f .
4 | 28" September Blank promissory) m Bank S.A. Credit agreements No 16/074/12/Z/k T " 8gust 2019 | 1otaldebt+ interestand cost accrued 0 504
2012 note until repayment
5 2" October 2012 --- Blank Egtt);n|ssory Deutsche Bank PBC S.A. Investment credit No KINAZI1 30" Septmber 2027 7 592 thousand PLN 5035 5 659
13" December Blank promissory| .
6 2012 note Orlen Petro Tank Ltd. Cooperation agreement NoR6&012 150 thousand PLN 0 0
17" December Blank promissory| nd
! 2012 note Deutsche Bank PBC SA- 1| estment credit No KIN/1228558 | 2 January 2023 1700 thousand PLN 10 902
Blank promissor Financing contract for financing . .
8 | 12" April 2013 Eote Y Pekao S.A. (factoring) ** 1% March 2020 sum g‘;igﬁ]b‘ . O'“m‘i;]f;nrtf;gt"’ab'es 0 1398
85/eF/kr/2013 9
Blank promissor $laskie Centrum Subsidy to the financing agreement No Three years from the
9 4" January 2013 p d A5KIE & . UDA-POIG.01.02.04-00-C09/11-00 date of 24 March To the amount of 750 thousand 362 438
note Przedsibiorczaci ) .
measurement services 2014 PLN + interest
) Gornalaska Agencja Subsidy to the financing agreement No
16" N b Blank . !
10 ovember AnKpromissoryl  pozwoju Regionalnego UDA-POIG.04.03.00-00-954/11 31 August 2017 | To the amount of 3.976 thousand PLN + 2147 2537
2012 note ) .
S.A. Katowice bevel gears interest
) Gornalaska Agencja Subsidy to the financing agreement No
h
1| 1€ gg‘i‘;mbe’ Blank pIETISSOM Rozwoju Regionalnego UDA-POIG.04.03.00-00-950/11 31 August 2017 To the amount of 3.970 thousand 2077 2471
S.A. Katowice multi-sized elements powertrains PLN + interest
. Gornalaska Agencja Subsidy to the financing agreement No
- Blank promissory| . ) h
12 25" April 2013 h Rozwoju Regionalnego UDA-POIG.06.00.24-007/12 30" June 2017 To the amount of 7.592 thousand 4731 5279
26" February 2019 note . ) )
S.A. Katowice mechatronic assembly conveyor PLN + interest
) . Subsidy to the financing agreement No
13 | 27"May 2014 Blank promissory - Narodowe Centrum Bada UDA-POIG.01.04.24-057/13 30" December 2018|  To the amount of 2.297 thousand 104 156
note Rozwoju Warszawa :
gutter slopes PLN + interest
Wojewddzki Fundusz Grants agreement No
1 2" December 24" March 2016 Two Blanks OchronySrodowiska i 451/2015/60/0A/al..D 5 years from 36 To the amount of 13 thousand 0 77
2015 promissory note Gospodarki Wodnej Loan agreement No November 2015 PLN grants + 126 thousand PLN loan|+
307/2015/60/0A/al..P interest
Blank i .
15 | 20" January 2015 an E;‘t’é"'ssory Fundusz G6rmdaski Loan Agreement No SFP/P/71/03/2044 " Rdarch 2019 To the a;‘?_?\‘“ftir:’tfefgs thousand 33 179
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22" December

Blank promissory|

PEKAO LEASING Sp zoo

To the amount of 1 520 thousand PLN

) ) h
16 2015 note Warszawa Financial lease agreement No 50/0130/15 12" January 2021 interest 531 765
Blank i To the amount of 1 000 thousand PLN
17 | 26" August 2016 an E;‘t’é"'ssory Deutche Bank Polska S.A. Loan Agreement No KON-DGE9 3£ July 2019 245 645
Blank promissory] Narodowe Centrum Bada Subsidy to the financing agreement No To the amount of 8 589 thousand PLN
18 29" June 2016 . UDA-POIG.01.04.24-057/13 30" September 202 0 119
note Rozwoju Warszawa
toothed elements
i i To the amount of 1 868 thousand PLN
19 26" March 2017 \ Blank promissory| Pekao S.A. Restructuring Agre.ement No. 3/2017 for 15t March 2020 o 1398
16" October 2018 note factoring **
. Blank promissoryl| ) Multi-product Agreement No To the amount of 6 000 thousand PLN
20 24" April 2016 ING Bank Slaski S.A. 29"N ber 2017
ri note ank slask 889/2015/0000771/00 ovember 5164 5212
i ; i ini i To the amount of 5 000 thousand PLN
21 | 3fAugust 2017 Blank promissory|. Coface Poland Factoring S|z g, ctoring agreement 1638/2017 | Moefinite period of 0 0
note 0.0. time
20" N b Blank i . indefinit jod of | To the amount of 32 000 thousand PLN
22 ovember ank promissory Kuke Finanse S.A. Factoring agreement No. 0096/2017 indefinite period o 26 000 0
2017 note time
Blank promissory) To the amount of 32 000 thousand PLN
23 20" February note Alior Leasing sp. z 0.0. Loan Agreement No. 133258/18/3 "20anuary 2025 3316 0
Blank promissory
To the amount of 4 500 thousand PLN
24 ' March 2018 note Kuke Finanse S.A. Debt management agreement No. 30" April 2021 3 156 0
0110/2018
N Blank promissory) n To the amount of 12 000 thousand PLN
25 d" August 2018 note Getin Noble Bank S.A. Loan agreement No. 129595 / KO / 2018 10" February 2020 9 562 0
Blank promissory| Co-financing to the agreement
rd i To the amount of 5 761 thousand PLN
26 | 3 September note Narodowe Centrum Badd | o0 1 61 04.00-0081 / 17-00 REDF 1% July 2021 0 0
2018 Rozwoju Warszawa
DYN
. Blank promissoryl  Towarzystwo Inwestycii To the amount of 1 200 thousand PLN
27 | 12" October 2018 note Spoteczno-Ekonomicznych Loan agreement No. 42178 1@ctober 2025 976 0
S.A. Warszawa
6" November Blank promissory) Pioma Odlewnia Sp. z 0.0. To the amount of 4 000 thousand PLN
28 note Transfer contract 5472 0
2018
Total 70 182 29 233

Page 98 of 108




PATENTUS S.A. headquartered in Pszczgtragt Gorndaska 11
Annual Individual FinaatBtatement prepared in accordance with IFRS agted by the European Union for the period
SJanuary 2018 to $IDecember 2018 (amounts in tables are in thousainelsN, unless stated otherwise)

Off-balance sheet liabilities guaranteed by proongsiotes

Off-balance sheet liabilities guaranteed by promissry notes

Issue date of

Return of the

Type of the

Maximum value of the liability arising
from the promissory note agreement

Hedged liabilities disclosed
or the balance sheet as for™3(

n Hedged liabilities disclosed
the balance sheet as for3(]

No romissory note romissory notel romissory note Holder of the promissory note Description of trade agreement Notes contract (in thousands of PLN) December 2018 (in December 2017 (in
P ry P Y P Y thousands of PLN) thousands of PLN)
The amount equal to the obligatic
lank ) arising from the
1  July 2008 Blank promissory Poczta Polska Agreement No 411/PH1/2008/S/K/ER contract + interest on the date of 0 0
note payment of the promissory note +
cost
Framework Agreement No
Blank promissory NRM/2010060167 as collateral for bank'
d
2 22 March 2011 - note Deutsche Bank PBC S.A. receivables arising from transaction in forejgn To the amount of 200 thousand EUR 0 0
currency
5 blank promissory Towarzystwo Ubezpieche Agreement on providing contractual To th t of 5.000 th d
3 1% September 2011 --- notes Euler Hermes S.A. warranties No 0468/06/2011 othe amour;L(?\‘ ’ ousan 0 0
10" September blank promissory Framework agreement for granting contract
4 2025 notes GENERALIT.U. S.A. guarantees within the revolving limit GNL - Tothe amour';tLo’\j 2,000 thousand 2 093] 1 148|
UF /2015/997 / UG
5 blank promissor: Ergo Hestia S.A. contract for granting insurancargatees Indefinite period o
5 239 August 2017 notes within the guarantee limit 40/2017 / GL5( timz To the amour';tLor\j 2,000 thousand 44 147
Total 2137 1 295
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4.22.Note 22 — Earnings per share and dividend polf

Earnings per share is calculated by dividing nefipfor the year attributable to ordinary sharetesk
by the weighted average number of ordinary shawstanding during the fiscal year. There were no
financial instruments, that would result in dilutiof earnings.

o End of period 31 | End of period 31

Specification (in thousands of PLN) December 2018 December 2017

Weighted average number of shares (in units) 29 500 00 29 500 00
Net profit (loss) in the period (in thousands of\BL 8 203 1 697
IF\’IS\I)proflt (loss) per share and diluted net pr{itiss) per share ( 0.28 0.06

Company did not pay dividends from net profit gexed in 2018.

On 24" May 2018 an Annual General Meeting of PATENTUS .Stdok place. Pursuant to the
resolution No 5, the annual financial statement2047 has been approved. The shareholders also
adopted a resolution No. 7 to cover the net los2@d.7 in the amount of 1 697 thousand PLN from the
reserve capital created voluntarily, which as of Becember 2017 amounted to 51 197 thousand PLN
and is presented in the balance sheet as retaampihgs.

The Management Board of the Company will implentbatdividend policy for the coming years, if the
Company satisfies the demand for funds under tesiment program of PATENTUS S.A.

4.23.Note 23 — Judicial proceedings and arbitration
The Company is not a party to any proceedingstuteti against the Company.

The Company recognizes impairment losses for akivables claimed at court, asserted by way of
enforcement or receivables reported to the insalygmoceedings. Such impairment losses are charged
to other operating expense or finance cost.

4.24.Note 24 — Events which occurred after the repiing date
Did not occur.
4.25.Note 25 — Threats to going concern

Financial statement was prepared on the assumptianthe Company is a going concern and operates
in its original form and line of business for aipdrof at least 12 months from the end of the repgr
period. Moreover, there is no evidence, that then@any has neither the intention nor the need to
liquidate or curtail materially the scale of itsepgations. On the day of signing the financial steget,

the Management Board of the Company did not ideraify facts or circumstances, that may cast
significant doubt upon the Company’s ability to tone as a going concern in the foreseeable future.

4.26.Note 26 — Transactions with related entities
Entities related to the Company are:

- Shareholders of the Company. Due to the fact, ttiite are shareholders holding more than
10% of the total number of votes, and also dueh® family connections between the
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shareholders, it is considered, that they may hsigaificant influence on the Company.
Members of the Management Board are also shareisoldeembers of the Supervisory Board
are close family members of the Shareholders.
- Other entities. Other related entities are: membéithe Management Board and Supervisory
Board (including directors); those who are closkatiees of these individuals; and other
economic entities in which members of the ManageémBaard and Supervisory Board of the
Company perform management functions or are thereholders. Close relatives are those
family member who may be expected to influenceheinfluenced by, that individual in their

deali

ngs with the entity.

- Other entities, including subsidiaries.

The Company does not conduct any program of poglagment benefits for employees of the
Company or other related entity.

The Company holds shares in subsidiary Patente$aS¥.A. headquartered in Stalowa Wola and stakes
in the share capital of Zaktad Konstrukcji Spawan$iontex” Ltd. headquartered $wigtochtowice.

The Company holds no equity interests in othetiesti

In 2018 and 2017, the scope of mutual transactigtisrelated entities covered commercial transastio
concluded between the Company and Shareholderse dlelatives or close relatives of persons
managing or supervising the Company. Furthermanegghe establishment of a subsidiary company in
2011 and acquisition of stakes in another subgidiather transactions with this entity have alserb
concluded. The Management Board of the Company warss, that transactions with related entities
were concluded on market terms.

Synthetic information on the value of transactimnaerning the sale and receivables from related
parties is presented in the table below:

Other related entities
(in thousands of PLN)

Period from 1% January 2018 to
31% December 2018

Period from 1% January 2017 to
31% December 2017

Position or nature of the relationship

Value of

Balance at end

Value of

Balance at end of

transactions of period transactions period
Total value of transactions / Total balance of groseceivables,
including: 1 1 8 2
Malgorzata Duda nee | Commercial Proxy and a Shareholder
. 0 0 3 1
Wiktor
Daughter of a sister of Commercial
Bak Joanna Proxy who is also a Shareholder — Matgorzata 0 0 1 0
Duda
Co-owner - Ligas Wiestaw - brother in law of
Helf S.C. Pszczyna | commercial Proxy who is also a Shareholder 0 0 1 0
Daughter of a Commercial Proxy who is alsg a
Duda-Szymczak JoanrnaShareholder and Chief Financial Officer - 0 0 2 1
Malgorzata Duda nee ¥
Malgorzata Duda nee | Commercial Proxy, Shareholder, Chief 0 0 0 0
Was Financial Officer
Maksi Plan
S.C.Michat Co-owner — Maciej Markiel - Chairman of the 0 1 0 0

Skotnica,Maciej
Markiel Pszczyna

Supervisory Board
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Szymczak Jakub
MAK

Son-in-law of the proxy - of shareholder - of
financial director Malgorzata Duda @8)

Period from 1% January 2018 to

Period from 1% January 2017 to

Other related entities (in Position or nature of the relationshi 31% December 2018 31 December 2017
thousands of PLN) P Value of Balance at end Value of Balance at end
transactions of period transactions of period
Total value of transactio ns / Total balance of receables, including: 74 6 69 5
co-owner - Ligas Wiestaw - brother in law gf
a) Helf S.C. Pszczyna Commercial Proxy who is also a Shareholder 4 6 69 5
b) Maksi Plan S.C.Michat - . .
Skotnica,Maciej Markiel co-owner — Maciej Markiel €hairman of th 0 0 0 0

Pszczyna

Supervisory Board

Transactions concludecwith
subsidiaries and
associates (in thousands
of PLN)

Period from 1% January 2018 to
31 December 2018

Period from 1% January 2017 to
31° December 2017

Type of transaction

Value of

Balance at end

Value of

Value of

transactions of period transactions transactions
Total value of transactio ns / Total value of balancat end of period,

. . 9 3748 466 4140

including:
Zaktad Konstrukgji acquisition of of shares in the share capjtal
Spawanych Montex Sp. z 0lo 0 3740 0 3740
Zaktad Konstrukgji granted loans
Spawanych Montex Sp. z 0jo 0 0 0 70
Zaktad Konstrukgcji accrued interest arising from loans
Spawanych Montex Sp. z 0Jo 1 0 3 5
Zaktad Konstrukgiji
Spawanych Montex Sp. z ojoother receivables 8 8 153 15
Zaktad Konstrukgji th ivabl ising f ted
Spawanych Montex Sp. z 0 other receivables arising from grante 0 0 310 310

advances for supplies

Period from 1% January 2018 to

Period from 1% January 2017 to

Other related entities (in Position or nature of the relationship 31% December 2018 31 December 2017
thousands of PLN) Value of Balance at end Value of Balance at end
transactions of period transactions of period
Total value of transactio ns / Total balance of receables, including: 124 124 841 104
Zaktad Konstrukgji
Spawanych Montex Sp. z ojopurchase of products, goods and services 124 124 531 104
Zaktad Konstrukgji
Spawanych Montex Sp. z ojoadvance payment for delivery 0 0 310 0

Transactions concluded with
subsidiaries and
associates (in thousands
of PLN)

Type of transaction

Period from 1% January 2018 to
31 December 2018

Period from 1% January 2017 to
31% December 2017

Value of
transactions

Balance at end
of period

Value of
transactions

Value of
transactions

Total value of transactio ns / Total value of balancat end of period,

(2 334

including:

(1862

2 334
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Patentus Strefa S.A. in shares in share capital

bankruptcy 0 10 00Q 0 10 00Q
Patentus Strefa S.A. in revaluation write-off for permanent loss of

bankruptcy value (2 334 (10 000 (1862 (7 666
Patentus Strefa S.A. in granted loan

bankruptcy 0 0 0 838
Patentus Strefa S.A. in impairment

bankruptcy 0 0 0 (838)
Patentus Strefa S.A. in accrued interest on loans

bankruptcy 0 0 0 48
Patentus Strefa S.A. in impairment

bankruptcy 0 0 0 (48)
Patentus Strefa S.A. in receivables due to deliveries and services

bankruptcy 0 0 0 290
Patentus Strefa S.A. in impairment

bankruptcy 0 0 0 (290)
Patentus Strefa S.A. in other receivables

bankruptcy 0 0 0 1678
Patentus Strefa S.A. in impairment

bankruptcy 0 0 0 (1678
Patentus Strefa S.A. in receivables from sale of fixed assets

bankruptcy 0 0 0 0

Subsidiaries (in
thousands of PLN)

Position or nature of the relationship

Period from 1% January 2018 to
31 December 2018

Period from 1% January 2017 to
31% December 2017

Value of

Balance at end

Value of

Value of

transactions of period transactions transactions
Total value of transact ions / Total value of balancef liabilities, 0 0 0 0
including:
Patentus Strefa S.A. in | Purchase of goods, goods and services 0 0 0 0
bankruptcy
Patentus Strefa S.A. in | Advance payment for delivery 0 0 0 0

bankruptcy

4.27.Note 27 — Information on benefits for Key Mangement Personnel and the Supervisory Board

Key Management Personnel includes the ManagemerdBthe Supervisory Board and Directors.

The Company pays benefits to members of the ManageBoard and Directors. Remunerations for
employment and other employee benefits paid to ghosip are divided into basic types of benefits
which are presented in the table below:

Key Management Personne Position Type of benefit Period from 1% January Period from 1% January
(in thousands of PLN) 2018 to 3% December 2018/ 2017 to 3f' December 2017
President of the| Remuneration for employment 370 365
Duda Jozef Management
Board Other employee benefits 0 0
Vice President off Remuneration for employment 370 365
Duda Stanistaw the Managemen
Board Other employee benefits 0 0
. Remuneration for employment
Duda Matgorzata /Wiktor/ Commercial Proxy 213 173
and Shareholden™Gther employee benefits 0 0
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Chief Financial | Remuneration for employment 209 172

Duda Matgorzata N\as/ Officer and i
Shareholder | Other employee benefits 0 0
Remuneration for employment 123 113

Ligas Krystyna Chief Accountarnt -
Other employee benefits 0 0
Total remuneration of the Management Board 740! 730
Total other employee benefits of the Management Boa 0 0
Total remuneration of Directors and Commercial Proxes 545 458
Total other employee benefits of Directors and Comarcial Proxies 0 0
Total remuneration and other employee benefits of Ky Management Personnel 1285 11888

Other employee benefits include outflows from tleei&l Fund and reimbursement of costs for periodic
medical examinations.

Members of Key Management Personnel did not rec@eost-employment benefits, termination
benefits, share-based payments or profit bonuses.

Remunerations of Members of the Supervisory Boezgeesented in the following table:

Key Management Personne
(in thousands of PLN)

Position

Type of benefit

Period from 1% January
2018 to 3% December 2018

Period from 1%' January
2017 to 3% December 2017

Remuneration for serving as a

. A : 0 3
. - Chairman of the Supervisory| member of the Supervisory Board
Markiel Maciej
Board ) 0
Other employee benefits 0
Remuneration for serving as a
member of the Supervisory Board 0 3
Gotz Urszula Vice Chairman of the Other employee benefits
Supervisory Board 0 0
Remuneration for employment - 0 0
Assistant in the sales department
Remuneration for serving as a
] member of the Supervisory Board 4 !
Gotz Anna Member oé(t)r::dSuperwsory Other employee benefits 0 0
Remuneration for employment -
Assistant in the sales department 72 50
Remuneration for serving as a
Duda tukasz Member of the Supervisory Bodrehember of the Supervisory Board 4 !
Remuneration for serving as a
Szymezak Jakub Member of the Supervisory Bodrehember of the Supervisory Board 4 !
N - Remuneration for serving as a
Niemiec Bartiomie] Member of the Supervisory Bodrchember of the Supervisory Board 3 4
N Remuneration for serving as a
Saller-Paweiczyk Alicja Member of the Supervisory Bodrehember of the Supervisory Board 1 4
Remuneration for serving as a
Edyta Glombek™ Member of the Supervisory Bodrechember of the Supervisory Board 2 0
Total remunerations for serving as a member of th&upervisory Board 18 35
Total remunerations for employment 72 50

* Member of the Supervisory Board until®2April 2017

** Member of the Supervisory Board since"dlay 2018

4.28.Note 28 — Information on the amount of outstating advances, loans, credits, guarantees, or
by members of the Management Board and Supervisorgoard

As at the date of this report and in the correspangeriod of the previous year, the Company dit no
have any debts towards persons being members d@@dhgany's Key Management Personnel due to
unpaid advances, loans, loans, guarantees aneesuret
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4.29.Information on average employment

The table below summarizes the average employniehedCompany in the reporting period:

Period from 1% January 2018 to

Period from 1%' January 2017 to 3f'

o ) 31% December 2018 December 2017
Specification by professional groups includin includin

Altogether g Altogether 9

women women
Total employment, including: 112 28 108 26
Production staff positions 57 2 56 2
Service staff 30 9 28 7
Management Board and administration 25 17 24 17

4.30.Agreements with senior auditor

The Parent Company signed dhMay 2017 an agreement with a company authorizedliit financial
statements of P.U. "Book-Keeper" Chancellery of Auglitors Company z 0.0. based in Bielsko Biala
Paderewski 4 / 1b street to undertake a unit aardit consolidated financial statements for 2017 and
2018, and to review the half-yearly and consoliddteancial statements as of™30une 2017 and 30
June 2018. The remuneration for activities relatedhe audit and review of the standalone and
consolidated financial statements for 2017 waso$e1 thousand PLN net. At the same level, the

remuneration for the analogous period of 2018 vedsrchined.

Apart from the aforementioned - the entity authedizo audit financial statements did not provideeot

services to the Company, including attestationisesvand tax advisory services
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5.Signatures of persons responsible for the prepatian of financial statement

Date Name and Surname Position Signature

. President of the
20" March 2018 Jozef Duda Management Board

20" March 2018 Stanistaw Duda Vice President of the
Management Board

Chief Accountant
Krystyna Ligas Person responsible foy

bookkeeping

20" March 2018

Company seal
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tive period 1 January 2017 to 31December 2017

(amounts in tables are in thousands of PLN, urdged otherwise)

Annual Individual Financial Statement prepareddoaadance with IFRS as adopted by the EuropeanriJnio

6. Statement of the Management Board on the intety of the financial statement

According to our best knowledge this annual finahstatement has been prepared in accordance with
IFRS as adopted by the European Union, that isadoordance with the applicable accounting
principles. The above-mentioned financial statesignte a true and fair view of the financial pasiti
and the financial results of PATENTUS S.A.

Annual report on operations of the Company contandrue picture of the development and

achievements of PATENTUS S.A., including a des@ipbf main risks and threats.

Signatures of all members of the Management Board

Date

Name and Surname

Position

Signature

20" March 2018

Jozef Duda

President of the
Management Board

20" March 2018

Stanistaw Duda

Vice President of the
Management Board

Company seal
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7. Statement of the Management Board concerning thentity authorized to audit the financial
statement

On 7 April 2017 the Supervisory Board adopted a resmiubn the appointment of " P.U. ,Book-
Keeper” Kancelaria Bieglych Rewidentow Spoétka z dased in Bielsko Biala as the entity authorized
to audit the annual and semi-annual standalonecansolidated financial statements of the Company
for 2017 and 2018.

We declare, that the entity authorized to audiariicial statements, that is currently examining the
annual financial statement, has been selected byMhnagement Board in accordance with the
provisions of national law.

Entity and the auditors conducting the study haigllieéd all the conditions for providing an unbexs
and independent audit opinion, in accordance veiemant provisions of national law.

Signatures of all members of the Management Board

Date Name and Surname Position Signature

President of the

h ,
20" March 2018 Jézef Duda Management Board

20" March 2018 Stanistaw Duda Vice President of the
Management Board

Company seal
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