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BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Consolidated statement of comprehensive income for the year ended 31 December 2017

in thousands of Polish Zloty

Revenue
Cost of sales
Gross profit on sales

Other operating income

Distribution expenses

General and administrative expenses
Other operating expenses

Profit on operating activities

Finance income
Finance expenses
Loss on financing activities

Profit before income tax

Income tax expense

Net profit for the year

Exchange differences on the translation

Total other comprehensive income
Total comprehensive income

Note

10

2017 2016
115,567 111,403
(65,662) (60,931)
49,905 50,472
421 201
(36,957) (35,190)
(7,756) (7,550)
(64) (87)
5,549 7,846
201 9
(898) (1,808)
(697) (1,799)
4,852 6,047
(1,248) (891)
3,604 5,156
20 -
3,624 5,156

Statement of comprehensive income should be analyzed together with the notes to the financial statements
which are an integral part of the financial statements
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BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Consolidated statement of financial position as at 31 December 2017

in thousands of Polish Zloty Note 31 December 2017 31 December 2016
Assets

Property, plant and equipment 11 22,528 21,082
Intangible assets 12 166 283
Goodwill 12 104,431 104,431
Total non-current assets 127,125 125,796
Inventories 13 8,582 7,309
Trade and other receivables 14 20,856 19,623
Income tax receivables - -
Other current assets 15 1,425 1,347
Cash and cash equivalents 16 363 393
Total current assets 31,226 28,672
Total assets 158,351 154,468
Equity

Share capital 17 10,000 10,000
Reserve capital 17 86,516 81,542
Exchange differences on the translation 362 342
Retained earnings 12,438 13,808
Total equity 109,316 105,692
Liabilities

Deferred income tax liability 10 13,498 13,144
Employee benefits liabilities 19 239 226
Lease liabilities 1,933 -
Total non-current liabilities 15,670 13,370
Loans and borrowings liabilities 18 16,660 19,967
Trade and other payables 21A 12,183 10,858
Employee benefits liabilities 21B 4,084 3,770
Corporate income tax liabilities 111 378
Provisions 20 327 433
Total current liabilities 33,365 35,406
Total liabilities 49,035 48,776
Total equity and liabilities 158,351 154,468

Statement of financial position should be analyzed together with the notes to the financial statements
which are an integral part of the financial statements
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BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Consolidated statement of cash flows for the year ended 31 December 2017
in thousands of Polish Zloty Note 2017 2016

Cash flows from operating activities

Profit before tax 4,852 6,047
Adjustments for:
Depreciation of property, plant and equipment 11 4,399 3,820
Amortization of intangible assets 12 163 245
Unrealized foreign exchange differences (438) 343
Interest expense, net 820 927
Gain on disposal/liquidation of fixed assets 5 (115) (93)
9,681 11,289
Working capital changes:
Increase in inventories (1,273) (182)
Increase in trade and other receivables (1,233) (2,108)
Increase in other assets (78) (457)
Increase/(decrease) in provisions (106) 249
Increase in payables (including employee benefits) 290 962
(2,400) (1,536)
Interest paid (687) (592)
Income tax (paid) (783) (203)
Net cash generated from operating activities 5,811 8,958
Cash flows from investing activities
Proceeds from the sale of fixed assets 593 457
Acquisition of property, plant and equipment 11 (3,883) (6,272)
Acquisition of intangible assets 12 (46) (230)
Net cash used in investing activities (3,336) (6,045)
Cash flows from financing activities
Inflows from loans and borrowings 926 1,304
Repayment of loans and borrowings (1,995) (3,879)
Repayment of lease liabilities (1,456) (474)
Net cash used in financing activities (2,525) (3,049)
Net increase/(decrease) in cash and cash equivalents (50) (136)
Cash and cash equivalents at the beginning of the year 393 529
Net exchange differences 20 -
Cash and cash equivalents at the end of the year 16 363 393

Statement of cash flows should be analyzed together with the notes to the financial statements
which are an integral part of the financial statements
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BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Consolidated statement of changes in equity for the year ended 31 December 2017

in thousands of Polish Zloty

Balance as at 1 January 2016

Total comprehensive income for the year
Profit for the period

Transactions with owners of the Group
Allocation of profit for 2015

Balance as at 31 December 2016

Total comprehensive income for the year
Profit for the period

Exchange  differences on  the
translation of subsidiaries

Transactions with owners of the Group
Allocation of profit for 2016

Balance as at 31 December 2017

Exchange

differences
Share Reserve on the Retained Total
capital capital translation earnings equity
10,000 78,986 342 11,208 100,536
- - - 5,156 5,156
- 2,556 - (2,556) -
10,000 81,542 342 13,808 105,692
- - - 3,604 3,604
- - 20 - 20
- 4,974 - (4,974) -
10,000 86,516 362 12,438 109,316

Statement of changes in equity should be analyzed together with the notes to the financial statements

which are an integral part of the financial statements
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BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Notes to the Financial Statements
(in thousands of Polish Zloty unless otherwise stated)

1. Significant accounting policies
(@) General information concerning Bolix S.A. Capital Group

Parent company:

Name: Bolix Spotka Akcyjna

Registered office: 34-300 Zywiec, 8 Stolarska Street

National Court Register KRS 0000230009 District Court in Bielsko-Biata 8th Business
Department.

Subsidiaries subjected to consolidation in the financial statements of Bolix S.A. Capital
Group:

Entity Registered office Share in capital
BUILD TRADE sp. z 0.0. 34-300 Zywiec, 8 Stolarska 100%
Street
Bolix UKRAINA sp. z 0.0. 10 Promyslowa Street, 99% BOLIX S.A.
town Wysznewe, Kijewskaja obtast 1% BUILD-TRADE
Ukraine 08132 sp. Z 0.0.
SOLTHERM  EXTERNAL Challenge House Sherwood Drive | 100 %
INSULATIONS LIMITED Bletchley Milton Keynes MK3 6DP
UK
SOLTHERM INSOLATIONS 14 rue Charles V 100%
THERMIQUE EXTERIEURE 75004 Paris 04
SAS France

Bolix S.A. (‘Parent company’), was established on 13 February 2003. The Parent company’s registered
office is located in Zywiec (Poland). The Group commenced activities in September 2003 with the
acquisition of the Company from former Bolix Sp. z o.0.

On 7 March 2005, pursuant to the Shareholders’ Meeting resolution of 14 February 2005, the Parent
company was transformed from a limited liability company, Bolix Sp. z 0.0. to a joint-stock company,
Bolix S.A. Since 18 August 2008 Lusako Trading Limited, a Group under Cypriot law (with the number
HE 195096), owned by the Berger Paints India Limited Group is the sole shareholder of the Group.

Bolix S.A. Capital Group (‘the Group’, ‘the Capital Group’) consists of Bolix S.A. and its subsidiaries.
The principal activity of the Bolix S.A. Capital Group comprises manufacture and sale of exterior
insulation and finish systems (EIFS) including acrylic, silicate and mineral plasters, insulation and tile
adhesives, mortars and a variety of paints under the Bolix brand. Sales are realized in Poland and abroad.
Foreign sales include sales to customers located in Ukraine, Russia, Lithuania, Latvia, Estonia, Slovakia,
Great Britain, Germany, Belgium and others.



BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Notes to the Financial Statements
(in thousands of Polish Zloty unless otherwise stated)

Build-Trade Spotka z ograniczong odpowiedzialnoscig (Limited Liability Company) was established in
2010 and entered in the National Court Register on 20 October 2010 under the number 0000368408. The
entity commenced its activity in May 2011.

Bolix Ukraina Spoétka z ograniczong odpowiedzialnoscig (Limited Liability Company), acting in the
Ukraine as TOB «bomikc Ykpaina» Byn. [Ipomucnosa, 6ya. 10 m. Bumenese, KuiBcrka 001.Ykpaina
08132, was established in 2011 and was registered in the Ukraine under the Identification number
37716684.

The entity commenced its activity in 2012.

Soltherm External Insulation Limited acting in the Great Britain was established and commenced its
activity on 22 January 2016.

After the share repurchase by Bolix S.A, SAS Soltherm Insolations Thermiqure Exterieure acting in
France, commenced its activity on 11 July 2016.

Principal activity of the Group entities

Group Principal activity
Bolix Spotka Akcyjna Manufacture and sale of construction
materials — Polish Classification of

Activities (PCA) 2364z

Wholesale of wood, construction and
sanitary materials PCA 46.73z

Renting and leasing of other machinery

PCA 77.39z

BUILD- TRADE sp. z o0.0. Activities of agents involved in the sale
of timber and construction materials
PCA 46.13Z

Bolix UKRAINA sp. z 0.0. Trading activities — wholesale trade of

construction materials;
Manufacture of dry building mixtures
SOLTHERM EXTERNAL INSULATIONS Distribution, marketing, advisory and sales

LIMITED Great Britain support services
SOLTHERM INSOLATIONS THERMIQUE | Distribution, marketing, advisory and sales
EXTERIEURE France support services

Duration of the Bolix S.A. Capital Group entities
Entities forming the part of the Capital Group have been established for unlimited period.

The period covered by the consolidated financial statements



BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Notes to the Financial Statements
(in thousands of Polish Zloty unless otherwise stated)

Consolidated financial statements of the BOLIX S.A. Capital Group include data for the reporting
period beginning on 1 January 2017 and ending on 31 December 2017. The comparable data
comprise period from 1 January 2016 to 31 December 2016.

These consolidated financial statements for the financial year ended 31 December 2017 are
consolidated financial statements that have been prepared in accordance with International
Financial Reporting Standards as adopted by the European Union (IFRS).

(b) Statement of compliance of financial statements with International Financial Reporting
Standards

The financial statements have been prepared in accordance with International Financial Reporting
Standards as approved by the European Union (‘IFRS EU”).

Pursuant to the Resolution No. 1 of Extraordinary General Meeting of Bolix S.A. dated 24 January 2008
that was passed on the basis of Art. 45 paragraph 1¢ of the Accounting Act dated 29 September 1994 (‘the
Accounting Act’), the Group prepares the financial statements in accordance with IFRS EU to meet the
legislative requirements, starting from 1 January 2007.

The financial statements were approved by the Management Board of the Group on 26 April 2018.

(c) Basis of preparation of the financial statements

The financial statements were prepared under the assumption that the Group will continue to operate as a
going concern for the foreseeable future. At the date of approval of these financial statements there are no
circumstances indicating any threats to Group’s ability to continue operations.

As at 31 December 2017 short-term liabilities exceeded the value of current assets by the amount of PLN
2,139 thousand. The Management Board believes that the risk of losing liquidity by the Company is
limited due to its gradual decrease and due to the fact that liabilities to related parties, including a
borrowing from the parent company is already in the amount of PLN 885 thousand.

The Management Board considers as well that the Group is capable to repay on time the short-term
liabilities, which are mainly related to payments in respect of bank loans and factoring, through positive
cash inflows generated from operating activities.

The Management Board’s assessment is based on the results of the actions undertaken in order to renew
the bank loan agreements. The Group is currently undertaking advanced negotiations on the continuance
of the external financing of its activity.

The financial statements have been prepared based on the historical cost basis except for financial assets
and financial liabilities valued at fair value through profit or loss.

The preparation of financial statements in accordance with IFRS EU requires Management Board to make
judgments, estimates and assumptions that affect the application of accepted accounting policies and
reported value of assets, liabilities, income and expenses for which actual values may differ from these
estimates.



BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Notes to the Financial Statements
(in thousands of Polish Zloty unless otherwise stated)

(d) Significant estimates

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized prospectively from the period in which revisions have been made.

In particular, significant areas of uncertainty regarding the judgments made in applying accounting
policies that have had the most significant effect on the values recognized in the financial statements are
presented in notes 10, 11 and 12.

The accounting policies adopted by the Company have been applied consistently to all periods presented
in these financial statements.

New standards, amendments and interpretations applied by the Group:

The following new standards, amendments and interpretations, which have come into force since
1 January 2017 have been applied in these financial statements:

a) Disclosure Initiative - Amendments to IAS 7
b) Recognition of Deferred Tax Assets for Unrealised Losses - Amendments to 1AS 12

In financial year dated 1 January 2017, the Group applied the above-mentioned new standards,
amendments and interpretations, which did not have material impact on financial statements of the
Company.

Published standards and interpretations that are not yet effective and have not been early adopted by the
Group.

In these financial statements the Group decided not to apply early the following standards, interpretations
and amendments to existing standards before their effective date:

a) IFRS 9 ‘Financial instrument’

IFRS 9 replaces IAS 39. The standard is effective for the annual periods beginning on or after
1 January 2018.

The standard introduces one model, which allows only two categories of the financial assets
classification: those to be measured at fair value, and those to be measured at amortized cost. The
classification is made at the initial recognition and it depends on the entity’s model for managing its
financial instruments and the characteristics of contractual cash flows from these instruments.

IFRS 9 introduces a new model for the recognition of impairment losses — the expected credit losses
model.

Most of the requirements in IAS 39 for classification and measurement of financial liabilities were
carried forward unchanged to IFRS 9. The key change is that an entity will be required to present the
effects of changes in own credit risk in respect of financial liabilities designated to be measured at
fair value through profit or loss in other comprehensive income.

10



BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Notes to the Financial Statements
(in thousands of Polish Zloty unless otherwise stated)

In respect of hedge accounting the purpose of amendments was to align hedge accounting more
closely with the risk management.

The Group will apply IFRS 9 from 1 January 2018 and have not calculated their impact yet, but do
not expect it to be material.

b) Amendments to IFRS 9: Right of early repayment with negative remuneration

The amendment to IFRS 9 is effective for annual periods beginning on or after January 1, 2019, with
the possibility of its earlier application. As a result of the amendment to IFRS 9, entities will be able
to price financial assets with the so-called right to early repayment with negative remuneration at
amortized cost or at fair value through other comprehensive income, if a specified condition is met -
instead of making fair value through profit or loss .

As at the date of preparation of these financial statements, this change has not yet been endorsed by
the European Union. The Group will apply the amendments to IFRS 9 from January 1, 2018, but has
not yet calculated their impact and does not expect it to be material.

¢) IFRS 15 ‘Revenue from contracts with customers’

IFRS 15 ‘Revenue from contracts with customers’ is effective for the annual periods beginning on or
after 1 January 2018.

The principles provided in IFRS 15 will apply to all contracts that generate revenue. The core principle
of the new standard is that revenue has to be recognized when the goods or services are transferred to
the customer, at the transaction price. Any bundled goods or services that can be distinct should be
recognized separately, moreover all discounts or rebates relating to the transaction price should
generally be allocated to the separate elements. In case, when the revenue varies, under the new
standard, variable amounts are recognized as revenue, provided that there is a high probability that in
the future there will be no reversal of revenue recognition due to the revaluation. Moreover, in
accordance with IFRS 15, costs incurred to obtain and secure the contract with the customer should
be capitalized and settled over the period when the benefits from this contract are consumed.

The Group will apply IFRS 15 from 1 January 2018 and have not calculated their impact yet, but do
not expect it to be material.

d) Clarifications to IFRS 15 ‘Revenue from contracts with customers’

Clarifications to IFRS 15, Revenue from Contracts with Customers (issued on 12 April 2016 and
effective for annual periods beginning on or after 1 January 2018).

The amendments clarify main assumptions provided by the IFRS 15, among others: how to identify
a separate obligation; how to determine whether a company is a principal (the provider of a good or
service) or an agent; and how the revenue from granting a license should be recognized.

In addition to the clarifications, the amendments include additional reliefs for a company when it first
applies the new Standard.

The Group will apply Clarifications to IFRS 15 from 1 January 2018.
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BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Notes to the Financial Statements
(in thousands of Polish Zloty unless otherwise stated)

e) IFRS 16 ‘Leases’
IFRS 16 ‘Leases’ is effective for the annual periods beginning on or after 1 January 2019.

The new standard sets out the principles for the recognition, measurement, presentation and disclosure
of leases. All leases result in the lessee obtaining the right to use an asset and liability, if lease
payments are made over time. Accordingly, IFRS 16 eliminates the classification of leases as either
operating leases or finance leases as is required by IAS 17 and, instead, introduces a single lessee
accounting model. Lessees will be required to recognize: (a) assets and liabilities for all leases with a
term of more than 12 months, unless the underlying asset is of low value; and (b) depreciation of lease
assets separately from interest on lease liabilities in the income statement.

IFRS 16 substantially carries forward the lessor accounting requirements in 1AS 17. Accordingly,
a lessor continues to classify its leases as operating leases or finance leases, and to account for those
two types of leases differently

The Group will apply IFRS 16 from 1 January 2019 and have not calculated their impact yet, but do
not expect it to be material.

f)  Amendments to IFRS 2: Classification and measurement of share-based transactions

The amendment to IFRS 2 is effective for annual periods beginning on or after January 1, 2018. The
amendment introduces among others guidelines for fair value measurement of liabilities for
transactions based on shares settled in cash, guidelines for changing the classification from
transactions based on shares settled in cash into equity-based transactions accounted for in equity
instruments, as well as guidelines on the recognition of tax liabilities employee on account of
transactions based on shares.

The Group will apply IFRS 2 after its approval by the European Union, but in the opinion of the
Management Board it will not affect the financial statements.

g) Amendments to IFRS 4: Application of IFRS 9 ‘Financial Instruments’ together with IFRS
4 ‘Insurance Contracts’

Amendments to IFRS 4 'Insurance Contracts' address the issue of applying the new IFRS 9 'Financial
Instruments' standard. The published amendments to IFRS 4 complement the existing ones in the
standards and are aimed at preventing temporary fluctuations in the results of insurance sector entities
in connection with the implementation of IFRS 9.

The Group will apply IFRS 4 after its approval by the European Union, but in the opinion of the
Management Board it will not affect the financial statements.

h) Annual amendments to IFRS 2014 - 2016

In December 2016, the International Accounting Standards Board published 'The annual changes to
IFRS 2014-2016' which change 3 standards: IFRS 12 'Disclosures in other entities', IFRS 1 'First-time
Adoption of IFRS” and IAS 28 'Investments in entities associates'.

The amendments contain explanations and changes regarding the scope of standards, recognition and

measurement, as well as terminology and editorial changes.

12



BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Notes to the Financial Statements
(in thousands of Polish Zloty unless otherwise stated)

The Group will apply the above changes {in accordance with the European Union (regarding
amendments to IFRS 12) / from January 1, 2018 (applies to amendments to IFRS 1 and IAS 28)}.

i) IFRIC 22: Foreign currency transactions and pre-financing

IFRIC 22 clarifies the accounting principles applicable to transactions in which an entity receives or
transfers advances in a foreign currency. The guidelines are valid for annual periods starting from or
after 1 January 2018.

The Group will apply IFRS 4 after its approval by the European Union, but in the opinion of the
Management Board it will not affect the financial statements. The Group will apply the above changes
from 1 January 2018.

j) IFRIC 23: Uncertainty related to the inclusion of income tax

IFRIC 23 clarifies the recognition and measurement requirements in IAS 12 in a situation of
uncertainty related to the recognition of income tax. The guidelines are valid for annual periods
beginning on or after 1 January 2019.

The Group will apply KIMSSF 23 after its approval by the European Union but in the opinion of the
Management Board it will not have influence on the financial statements

k) Annual amendments to IFRS 2015 - 2017

In December 2017, the International Accounting Standards Board published 'Annual amendments to
IFRS 2015-2017', which introduce changes to four standards: IFRS 3 'Business combinations’, IFRS
11 Joint arrangements’, IAS 12 'Income taxes' and IAS 23 'Costs of external financing'.

The amendments contain explanations and clarify the guidance on recognition and measurement
standards.

The Group will apply IFRS after its approval by the European Union but in the opinion of the
Management Board it will not have influence on the financial statements.

) IFRS 14 'Regulatory accruals’

This standard allows entities that prepare financial statements in accordance with IFRS for the first
time (as of 1 January 2016 or after that date) to recognize amounts resulting from regulated-price
operations in accordance with the accounting principles applied so far. To improve comparability
with entities that already apply IFRS and do not show such amounts, according to published IFRS 14,
amounts resulting from regulated activity should be presented in a separate item in the statement of
financial position as well as in the profit and loss account and other financial statements. total income.

The Group will apply IFRS 14 after its approval by the European Union, but in the opinion of the
Management Board it will not affect the financial statements.

13



BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Notes to the Financial Statements
(in thousands of Polish Zloty unless otherwise stated)

m) Amendments to IFRS 10 and IAS 28 relating to sale or contribution of assets between an
investor and its associates or joint ventures

These amendments solve the problem of a current inconsistency between the requirements in IFRS 10
and those in IAS 28. The accounting recognition is depended on whether the non-cash assets sold or
contributed to an associate or a joint venture constitute a ‘business’.

A full gain or loss on transaction is recognized when non-cash assets constitute a ‘business’. A partial
gain or loss that excludes the portion contributed by other investors is recognized when assets do not
meet the definition of a business.

The amendments have been published on 11 September 2014. An effective date of the amended
regulations have not yet been determined by the International Accounting Standards Board.

The Group will apply amendments to IFRS 10 and IAS 28 after its approval by the European Union,
but in the opinion of the Management Board it will not affect the financial statements.

Other issued but not yet applied by the company standards in the opinion of the management board
will not have a material impact on the financial statements.

(e) Consolidation

Subsidiaries

Subsidiaries are all entities (including structured entities) over which the Group has control. The Group
controls an entity when the Group is exposed to, or has rights to, variable returns on its involvement in
the entity and has the ability to affect those returns through its power over the entity. Subsidiaries are fully
consolidated from the date on which control is transferred to the Group. They are deconsolidated from
the date that control ceases.

(f) Foreign currency translations

Functional and presentation currency
Financial statements have been prepared in PLN, rounded to the nearest thousand.

Items included in the financial statements are measured using the currency of the primary economic
environment in which the Group operates (‘the functional currency’). The functional currency of the
Group is the PLN.

Foreign currency transactions

Transactions denominated in foreign currencies are translated using the exchange rate prevailing at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies as at the balance
sheet date are translated to PLN using the exchange rate prevailing at that date. Foreign exchange
differences arising on translation of transactions denominated in foreign currencies to PLN are recognized
as a gain or loss for the current period. Non-monetary assets and liabilities denominated in foreign
currencies that are measured in terms of historical cost, are translated at the foreign exchange rate
prevailing at the date of the transaction.

14



BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Notes to the Financial Statements
(in thousands of Polish Zloty unless otherwise stated)

(g) Property, plant and equipment

Property, plant and equipment owned by the Group

Items of property, plant and equipment are recognized at cost of purchase or manufacture, less
accumulated depreciation (see below) and possible impairment write downs (see accounting policy point
(m) below).

Purchase price includes purchase price of the asset and expenditures that are directly attributable to the
acquisition of the asset and to bringing the assets to a working condition for their intended use, including
initial delivery, loading, unloading and storage costs, as well as direct labour costs (arising directly from
the self-construction of the asset). Rebates, trade discounts and other similar deductions and refunds
decrease purchase price of the asset. The cost of property, plant and equipment and asset under
construction comprises all expenditures incurred during construction, assembling, adaptation and
modernization of the asset incurred until the date of its transfer to use (or until the balance sheet date, if
the asset has not been transferred to use before this date). If the obligation exists, the costs of dismantling
and removing the items and restoring the site on which they are located are also included in costs. Cost
also may include transfers from equity of any gain or loss on qualifying cash flow hedges of foreign
currency purchases of property, plant and equipment, previously disclosed as other comprehensive
income. Purchased software that is integral to the functionality of the related equipment is capitalized as
part of that equipment.

External financing costs related to the acquisition and production of specific assets increase the purchase
price or production cost of these assets.

Where an item of property, plant and equipment consists of separate and significant parts having different
useful lives, they are accounted for as separate items of assets.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing
the proceeds from disposal with the carrying amount of property, plant and equipment disposed, and are
recognized as profit or loss for the period within other operating income or other operating expenses.

Leased fixed assets

Leases related to usage of fixed assets in terms of which the Group assumes substantially all the risks and
rewards of ownership are classified as finance leases. The owner-occupied property acquired by way of
finance lease is stated at an amount of its fair value or the present value of the minimum lease payments
at inception of the lease (depends which amount is lower), less accumulated depreciation (see below) and
impairment losses (see accounting policy (m) below). Lease payments are accounted for as discussed in
accounting policy note (5).

Subsequent costs

The cost of replacing a part of an item of property, plant and equipment is recognized in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part will be
provided to the Group, and its cost can be measured reliably. The carrying amount of the replaced part is
derecognized. The costs of the day-to-day servicing of property, plant and equipment are recognized in
profit or loss for current period as incurred.

15



BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Notes to the Financial Statements
(in thousands of Polish Zloty unless otherwise stated)

Depreciation

Property, plant and equipment, including their major components are depreciated on a straight-line basis
over the estimated useful lives taking into consideration expected at liquidation net sales price of remains
of the fixed asset (residual value). Land is not depreciated.

The estimated useful lives are as follows:

e Buildings 19 — 40 years
e Machinery and equipment 2 — 10 years
e Vehicles 4 — 8 years

Correctness of applied useful lives, the method of depreciation and residual value of fixed assets (if it is
insignificant) is assessed annually by the Group.

(h) Intangible assets
Goodwill

Goodwill originates from the acquisition dated before 1 January 2010. Goodwill represents the excess of
the cost of the acquisition over the Group’s interest in the recognized fair values of the identifiable assets,
liabilities and contingent liabilities of the acquiree. When the excess is negative, a bargain purchase gain
is recognized immediately in profit or loss.

Transaction costs, other than those associated with incurred debt or the issue of bonds that the Group
incurred in connection with business combinations increases the cost of acquisition.

Goodwill is stated at cost less impairment losses. Goodwill is allocated to cash-generating units and is
tested annually for impairment (see below - accounting policy (I)). Goodwill is not amortized.

Other intangible assets

Intangible assets are stated at cost of purchase or manufacture less accumulated amortization (see below) and
impairment losses (see accounting policy (m) below).

Subsequent expenditure for components of existing intangible assets is capitalized only when it increases
the future economic benefits embodied in the specific asset to which it relates. All other expenditure,
including expenditure on internally generated trademarks, goodwill and brand, is recognized in profit or
loss as incurred.

Amortization

Intangible assets are amortized on a straight-line basis over the estimated useful lives unless the period is
indefinite. Goodwill and other intangible assets with an indefinite useful life are annually tested for
impairment (see accounting policy (m) below) and are not subject to amortization. Amortized intangible
assets are amortized from the date they are available for use. The estimated useful lives of other intangible
assets range from 5 to 7 years.

16



BOLIX S.A. CAPITAL GROUP

Consolidated financial statements as at and for the year ended 31 December 2017

Notes to the Financial Statements
(in thousands of Polish Zloty unless otherwise stated)

The correctness of useful lives, amortization methods and residual values of intangible assets is reviewed
at each at each balance sheet date and adjusted if required.

(i) Long-term investments
Long-term investments include shares in subsidiaries, which are stated at cost less impairment losses.
(j) Trade and other receivables

Trade and other receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are recognized initially at fair value and subsequently measured
at amortized cost less impairment losses (see accounting policy (m)).

(K) Inventories

Inventories are measured at the cost of purchase or manufacture lower than net realizable value. The cost
of inventories is based on the first-in first-out principle. Purchase price includes expenditure incurred in
acquiring the inventories and bringing them to their existing location and preparing them to the sale. In
the case of manufactured inventory and work in progress, cost includes an appropriate share of overheads
based on normal operating capacity. Net realizable value is the estimated selling price in the ordinary
course of business, less the estimated costs of completion and selling expenses.

() Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits.
(m) Impairment allowances on assets

Financial assets other than derivatives (including receivables)

A financial asset not carried at fair value through profit or loss is assessed by the Group at each reporting
date to determine whether there is objective evidence that it is impaired.

A financial asset is impaired if objective evidence indicates that a loss event has occurred after the initial
recognition of the asset, and that the loss event had a negative effect on the estimated future cash flows
of that asset that can be estimated reliably.

Objective evidence that financial assets (including equity securities) are impaired can include default or
delinquency by a debtor, restructuring of the debtor's debt, which the Group agreed for economic or legal
reasons related to the borrower's financial difficulties, on terms that the Group would not consider
otherwise, indications that a debtor or issuer will enter bankruptcy, economic conditions favourable to
breach of contract terms, the disappearance of an active market for a security. In addition, for an
investment in an equity security, a significant or prolonged decline in its fair value below its cost is
objective evidence of impairment.

The Group considers evidence of impairment for loans and receivables and held-to-maturity investment

securities at both a specific asset and collective level. All individually significant receivables and held-to-
maturity investment securities are assessed for specific impairment.
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All individually significant loans and receivables and held-to-maturity investment securities found not to
be specifically impaired during individual assessment are then collectively assessed for any impairment
that has been incurred but not yet identified. Loans and receivables and held-to-maturity investment
securities that are not individually significant are collectively assessed for impairment by grouping
together receivables with similar risk characteristics.

In assessing collective impairment the Group uses historical trends of the probability of default, the timing
of recoveries and the amount of loss incurred, adjusted for management’s judgment as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or less than suggested
by historical trends.

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the
difference between its carrying amount and the present value of the estimated future cash flows discounted
at the asset’s original effective interest rate. Losses are recognized in profit or loss and reflected in an
allowance account against loans and receivables or held-to-maturity investment securities. Interest on the
impaired asset continues to be recognized through the unwinding of the discount. When a subsequent
event causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed
through profit or loss.

Impairment losses on available-for-sale investment securities are recognized by transferring the
cumulative loss that has been recognized in other comprehensive income, and presented in the fair value
reserve in equity, to profit or loss. The cumulative loss that is removed from other comprehensive income
and recognized in profit or loss is the difference between the acquisition cost, net of any principal
repayment and amortization, and the current fair value, less any impairment loss previously recognized
in profit or loss. Changes in impairment provisions attributable to time value are reflected as a component
of interest income.

If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases and the
increase can be related objectively to an event occurring after the impairment loss was recognized in profit
or loss, then the impairment loss is reversed, with the amount of the reversal recognized in profit or loss
for current period. However, any subsequent recovery in the fair value of an impaired available-for-sale
equity security is recognized in other comprehensive income.

Non-financial assets

The carrying amounts of the non-financial assets, other than biological assets, investment property,
inventories and deferred income tax assets, are reviewed at each reporting date to determine whether there
is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is
estimated. For goodwill and intangible assets that have indefinite useful lives or that are not yet available
for use, the recoverable amount is estimated each year at the same time. An impairment loss is recognized
if the carrying amount of an asset or its related cash-generating unit (CGU) exceeds its estimated
recoverable amount.

The recoverable amount of an asset or cash-generating unit (CGU) is the greater of its value in use and its
fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset or CGU. For the purpose of impairment testing, assets are
grouped together into the smallest group of assets that generates cash inflows from continuing use that
are largely independent of the cash inflows of other assets or CGU.
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Subject to an operating segment ceiling test, for the purposes of goodwill impairment testing, CGUs to
which goodwill has been allocated are aggregated so that the level at which impairment testing is
performed reflects the lowest level at which goodwill is monitored for internal reporting purposes.

For the purposes of impairment testing, goodwill acquired in a business combination is allocated to groups
of CGUs that are expected to benefit from the synergies of the combination.

The Group’s corporate assets do not generate separate cash inflows and are utilized by one CGU.

An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its estimated
recoverable amount. Impairment losses are recognized in profit or loss as incurred. Impairment losses
recognized in respect of CGUs are allocated first to reduce the carrying amount of any goodwill allocated
to the unit (group of units), and then to reduce the carrying amounts of the other assets in the unit (group
of units) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses
recognized in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates
used to determine the recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortization, if no impairment loss had been recognized.

(n) Provisions

Provisions are recognized when the Group has a legal or constructive obligation as a result of a past event,
which can be measured reliably and it is probable that an outflow of economic benefits will be required
to settle the obligation. Provisions are determined by discounting the expected future cash flows at a pre-
tax rate that reflects current market assessments of the time value of money and the risks specific to the
liability. The unwinding of the discount is recognized as finance cost.

A provision for restructuring is recognized when the Group has approved a detailed and formal restructuring
plan, and the restructuring has either commenced or has been announced publicly. Future operating costs
are not provided for.

Guarantees

A provision for guarantees is recognized when the underlying products or services are sold. The provision
is based on historical warranty data and a weighting of all possible outcomes against their associated
probabilities.

(o) Employee benefits

Long-term employee benefits

The Group’s obligation in respect of long-term service benefits is the amount of future benefit that
employees have earned in return for their service in the current and prior periods. In accordance with the
Group’s employment regulations, employees have the right to a lump sum payment on retirement. The
obligation represents the Group’s estimate of future benefits that employees have earned in return for their
service in the current and prior periods, discounted to its present value at a discount rate based on the
Group’s cost of capital.
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Other employee benefits

With the exception of the above retirement obligation, the Group does not have any other employee
benefit programs. The Group has an obligation to pay premiums to the Polish national insurance system
which are expensed to profit or loss as incurred. It has no obligation to pay benefits to its employees.

(p) Loans and borrowings liabilities

Loans and borrowings liabilities are recognized initially at their fair value, less attributable transaction
costs. Subsequently, interest-bearing loans are stated at cost including accrued interest. The difference
between cost and redemption value recognized as a gain or loss in the period for which borrowings was
obtained using the effective interest rate method.

If the borrowings are settled before the maturity date, any difference between the settled cost and the
current cost is recognized as a gain or loss for the current period when it occurs.

(q) Trade and other payables

Trade and other payables are recognized initially at their fair value and subsequently measured at
amortized cost. Current liabilities are not discounted.

(r) Revenues

Revenues comprise the fair value of the sale of goods, net of value-added tax, returns, trade discounts and
volume rebates. Revenue from the sale of products, goods and materials is recognized when the significant
risks and rewards of ownership have been transferred to the buyer. No revenue is recognized if there are
significant uncertainties regarding recovery of the consideration due, associated costs or the possible
return of goods.

(s) Expenses

Operating lease payments

Payments made under operating leases are recognized in profit or loss on a straight-line basis over the
term of the lease. Lease incentives received are recognized in profit or loss as incurred as an integral part
of the total lease expense.

Finance lease payments

Lease payments are apportioned between the finance charge and the reduction of the outstanding liability.
The finance charge is allocated to each period during the lease term with the use of effective interest rate
method.

Finance expense and income

Finance income comprises interest income on funds invested by the Group, gains on the disposal of
available-for-sale financial assets, fair value gains on financial assets at fair value through profit and loss,
foreign currency gains, and gains on hedging instruments that are recognized in profit or loss as incurred.
Interest income is recognized as it accrues in profit and loss using the effective interest method.

Finance expenses comprise interest expense on borrowings, unwinding of the discount on provisions,
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foreign currency losses, changes in the fair value of financial assets at fair value through profit or loss,
impairment losses recognized on financial assets, and gains and losses on hedging instruments that are
recognized in profit or loss as incurred. All borrowing costs are recognized in profit or loss as incurred
using the effective interest method.

External financing costs that are not directly attributable to the acquisition, construction or production of
a qualifying asset are recognized in profit and loss using the effective interest method.

Foreign currency gains and losses are reported on the net basis as either finance income or finance cost
depending on whether foreign currency movements are in a net gain or net loss position.

(t) Income tax

Income tax expense comprises current and deferred tax.
Current tax and deferred tax are recognized in profit or loss except to the extent that it relates to a business
combination, or items recognized directly in equity or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax
rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of
previous years.

Deferred income tax is provided using the balance sheet method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used
for taxation purposes. The following temporary differences are not recognized at determining the amount of
deferred income tax: goodwill constituting non-deductible cost, transactions for which initial recognition of
assets or liabilities affect neither accounting nor taxable profit. The value of deferred income tax provided
is based on the expected manner of realization or settlement of the carrying amount of assets and liabilities.
Deferred tax is measured using the tax rates that are expected to be applied when the temporary differences
will reverse, whereby applicable tax laws enacted or substantially enacted by the reporting date are accepted
as its basis.

Deferred income tax assets are recognized in the amount of expected future deductible income tax in respect
of deductible temporary differences that subsequently will result in a future reduction in the income tax base,
taking into account the prudence principle, i.e. the carrying amount of the deferred income tax asset is
reduced to the extent that it is no longer probable that taxable income sufficient for a partial or full realization
of the asset in respect of deferred income tax will be obtained.

(u) Financial instruments
Non-derivative financial instruments

The Group recognizes loans and receivables and deposits on the date that they are originated. All other
financial assets (including assets designated at fair value through profit or loss) are recognized initially
on the trade date at which the Group becomes a party to the contractual provisions of the instrument.

The Group derecognizes a financial asset when the contractual rights to the cash flows from the asset
expire, or it transfers the rights to receive the contractual cash flows on the financial asset in a transaction
in which substantially all the risks and rewards of ownership of the financial asset are transferred. Any
interest in transferred financial assets that is created or retained by the Group is recognized as a separate
asset or liability.
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Financial assets and liabilities are offset and the net amount presented in the statement of financial position
when, and only when, the Group has a legal right to offset the amounts and intends either to settle on a
net basis or to realize the asset and settle the liability simultaneously.

Financial assets at fair value through profit or loss

Financial assets are classified as investment valued at fair value through profit or loss if they are classified
as held for trading or are designated as such upon initial recognition. Financial assets are designated at
fair value through profit or loss if the Group manages such investments and makes purchase and sale
decisions based on their fair value. Upon initial recognition attributable transaction costs are recognized
in profit or loss as incurred. Any gains or losses on these investments are recognized in profit or loss for
the current period.

Held-to-maturity financial assets

If the Group has the positive intent and ability to hold debt securities to maturity (Treasury bills, bonds
and other), then such financial assets are classified as financial assets held-to-maturity. Held-to-maturity
financial assets are recognized initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition held-to-maturity financial assets are measured at amortized cost using
the effective interest method, less any impairment losses.

Any sale or reclassification of a more than significant amount of held-to-maturity financial assets not
close to their maturity would result in the reclassification of all held-to-maturity investments as available-
for-sale, and prevent the Group from classifying acquired investment securities as held-to-maturity for
the current and the following two financial years.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted on an
active market. Such assets are recognized initially at fair value plus any directly attributable transaction
costs. Subsequent to initial recognition loans and receivables are measured at amortized cost using the
effective interest rate method, less any impairment losses.

Loans and receivables comprise cash and cash equivalents and trade receivables.

Cash and cash equivalents comprise cash in hand and deposits held at call with banks with original
maturities of three months or less.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-
sale or that are not classified in any of the above-mentioned categories. After the initial recognition,
available-for-sale financial assets are measured at fair value and the effects of the change in the fair value,
other than impairment losses and foreign currency differences on available-for-sale debt instruments are
recognized in other comprehensive income and presented within equity in the fair value reserve. When
an investment is derecognized, the cumulative gain or loss recognized in equity is transferred to profit or
loss.

Available-for-sale financial assets comprise equity securities and debt securities.
Non-derivative financial liabilities

Debt securities issued and subordinated liabilities are recognized in the books of the Group as at the date
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that they are originated. All other financial liabilities, including liabilities measured at fair value through
profit or loss, are recognized initially at the trade date, at which the Group becomes a party to the
contractual provisions to issue the financial instrument.

The Group derecognizes a financial liability when the obligation will be paid, redeemed or will expire.

Financial assets and liabilities are offset and the net amount is presented in the statement of financial
position when, and only when, the Group has a legal right to offset particular financial assets and liabilities
or intends to settle on a net basis a particular transaction involving financial assets and financial liabilities
that are offset or intends to realize financial assets being offset and to settle financial liabilities
simultaneously.

The Group has the following non-derivative financial liabilities: loans and borrowings, trade and other
payables.

Such financial liabilities are recognized initially at fair value plus any directly attributable transaction
costs. After the initial recognition these liabilities are measured at amortized cost using the effective
interest rate method.

Other financial liabilities comprise loans, borrowings and other debt instruments, bank overdrafts, trade
and other payables.

Ordinary shares

Ordinary shares are recognized in equity. Incremental costs directly attributable to the issue of ordinary
shares and share options are recognized as a deduction from equity, net of any tax effects.

The Group did not use derivative financial instruments.

2. Foreign currency exchange rates applied and foreign entities’ data translation rules

Individual items of foreign affiliates income statement recognized in the statement of comprehensive
income are translated at weighted average exchange rate of UAH, EURO i GBP to PLN for individual
months according to National Bank of Poland exchange rates. In 2017, these exchange rates fluctuated
between PLN 0.1516 and 0.1288/1 UAH, between PLN 5.0752 and 4.6854/GBP and between PLN 4.2934
and 4,4371/1 EURO,

Individual items of assets and liabilities are translated at average exchange rates as at 31 December 2017
and 31 December 2016 announced by the National Bank of Poland (table 251/A/NBP/2017; Table
252/A/INBP/2016).
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3.  Expenses

3a. Distribution and administrative expenses

2017 2016
Wages and salaries 18,979 16,506
Marketing services 4,637 5,181
Depreciation and amortization 3,238 2,989
Transportation costs 9,013 9,700
Fuel, gas and electricity 1,404 1,124
Taxes and other charges 1,204 1,298
Repairs and spare parts 1,536 1,573
Information technology and telecommunication costs 560 595
Rent expense 394 261
Business travels 1,077 1,063
Insurance 403 454
Doubtful debts allowances 454 247
Other 1,814 1,749
44,713 42,740

3b. Cost of sales
2017 2016
Cost of direct materials 46,507 43,104
Wages and salaries 5,562 5,215
Depreciation and amortization 1,324 1,076
Transportation costs 36 28
Fuel, gas and electricity 420 488
Repairs and spare parts 1,146 1,000
Other 680 563
Cost of purchase of goods 9,338 8,896
Cost of services sold 649 561
65,662 60,931

4, Revenue

2017 2016
B2B Channel (retail sales) 93,668 84,236
DIY Channel 7,162 6,454
Export 10,056 18,543
Retail 3,353 1,449
Other 1,328 721
115,567 111,403
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5. Other operating income

2017 2016
Revaluation of provisions 301 61
Profit on disposal of non-financial fixed assets 115 93
Other 5 47
421 201
6. Other operating expenses
2017 2017
Donations, 26 26
Other charges 38 38
64 64
7. Finance income
2017 2016
Interest income 5 9
Foreign exchange income, net 196
201 9
8. Finance expenses
2017 2016
Interest expense 833 927
Foreign exchange losses 829
Other 65 52
898 1,808
9. Employee benefits costs
2017 2016
Wages and salaries (personal and impersonal) 20,549 17,840
Social insurance and the allowance for Company 3,727 3,218
Social Benefits Fund
External trainings 94 289
Compensation for non-competition 2 30
Increase in payables in respect of the provision for 31 78
pension and retirement benefits and unused holidays
24,403 21,455
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10. Income tax expense

(a) Income tax expense recognized as a profit or loss for the current period

The Group is subject to income tax regulations in Poland. The structure of the income tax expense
recognized in the statement of comprehensive income can be summarized as follows:

2017 2016

Current income tax expense (894) (581)
Income tax for the period (894) (691)
Deduction of a part of tax losses - 110
Deferred income tax expense (354) 310
Total income tax expense recognized in the statement (1,248) (891)

of comprehensive income

Reconciliation of income tax expense at applicable tax rate to the actual income tax expense
recognized in the statement of comprehensive income is presented below:

2017 2016
Profit before income tax 4,852 6,047
Income tax expense at the applicable tax rate (19%) (922) (1,149)
Non-deductible expenses (326) (340)
Amortization of trademark - 598
Income tax expense recognized in the statement of (1,248) (891)

comprehensive income

The tax authorities may inspect tax settlements within five years since the end of the year in which the
tax returns were filed and they may charge the Group with additional tax along with penalties and interests.
The Management Board of the Group does not expect any material tax liabilities arising in this respect.
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(b) Deferred income tax asset and liability

Deferred income tax asset and liability as at 31 December 2017 and as at 31 December 2016 arising

from the following items:

Property, plant and equipment
Goodwill

Trade and other receivables
Inventories

Bank loans

Borrowings from shareholder and

related entity

Provisions, trade and other payables

Other

Loss for previous years
Deferred income tax liability
Net deferred income tax liability

Assets Liabilities Net
31.12.2017 31.12.2016 31.12.2017 31.12.2016 31.12.2017 31.12.2016

- (38) 645 - 645 (38)
- - 14,467 14,467 14,467 14,467
(339) (420) - - (339) (420)
Y] @) - - @)
- - 3 3 3 3
(13) (183) (13) (183)
(713) (676) - - (713) (676)
(545) (16) - 11 (545) 5)
(1,617) (1,337) 15,115 14,481 13,498 13,144
- - - - 13,498 13,144

As at 31 December 2017 the Group did not recognized a deferred tax asset from temporary differences
between the tax value and the carrying amount of intangible assets in the amount of PLN 4,036 thousand.
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Deferred income tax asset and liability according to the Group's expectations will realize in the short- and

long-term:

Short-term asset

Long-term asset

Total deferred income tax asset
Short-term liability

Long-term liability

Total deferred income tax liability

Deferred income tax liability

11. Property, plant and equipment

31 December 2017 31 December 2016

1,617 1,299
1,617- 1,323
(15,11(2 (14,4&(1;71;
(15,115) (14,481)
(13,498) (13,144)

Movements in property, plant and equipment for the period from 1 January 2017 to 31 December
2017 and for the period from 1 January 2016 to 31 December 2016:

Other Fixed assets
Land and Machinery and tangible fixed under

2017 buildings equipment assets construction  Total

Gross book value

Balance as at 1 January 2017 15,609 36,291 6,443 2,820 61,163
Additions - - - 6,354 6,354
Transfers 2,500 4,636 1,795 (8,931) -
Disposals - (1,859) (476) - (2,335)

Balance as at 31 December 2017 18,109 39,068 7,762 243 65,182

Accumulated depreciation

Balance as at 1 January 2017 9,003 26,134 4,944 - 40,081
Additions 809 2,575 1,015 - 4,399
Disposals - (1,361) (465) - (1,826)

Balances as at 31 December 2017 9,812 27,348 5,494 - 40,081

Net book value as at 1 January 2017 6,606 10,157 1,499 2,820 21,082

Net book value as at 31 December 8,297 11,720 2,268 243 22,528

2017
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Land and Machinery and tangible fixed

Other Fixed assets

under

2016 buildings equipment assets construction  Total

Gross book value

Balance as at 1 January 2016 15,105 33,956 5,813 1,034 55,908
Additions - - - 7,132 7,132
Transfers 504 3,884 958 (5,346) -
Disposals - (1,549) (328) - (1,877)

Balance as at 31 December 2016 15,609 36,291 6,443 2,820 61,163

Accumulated depreciation

Balance as at 1 January 2016 8,291 25,212 4,271 - 37,774
Additions 712 2,127 981 - 3,820
Disposals - (1,205) (308) - (1,513)

Balances as at 31 December 2016 9,003 26,134 4,944 - 40,081

Net book value as at 1 January 2016 6,814 8,744 1,542 1,034 18,134

Net book value as at 31 December 2016 6,606 10,157 1,499 2,820 21,082

Depreciation

Depreciation expense relating to property, plant and equipment is recognized in the following line

items in the statement of comprehensive income:

2017 2016
Distribution expenses 2,765 2,448
General and administrative expenses 310 296
Cost of sales 1,324 1,076
4,399 3,820
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Fixed assets under a finance lease agreements

In 2017 the Group has started the leasing of 25 cars and three leasing agreements for dispensing and
mixing devices which were classified as finance leases The net value of all cars as at 31 December
2017 amounts to PLN 2,077 thousand, and 122 pieces of dispensing and mixing devices amounts to
PLN1,223 thousand (PLN 3,300 thousand in total).

In 2016 the Group has started the leasing of 13 cars, which were classified as finance leases and the
value of all 35 cars in net finance lease as at 31 December 2016 amounts to PLN 1,615 thousand
Contracts with the lessor stipulate the ability to purchase vehicles and the Group plans to take
advantage of this opportunity. The depreciation rates used reflect the economic usefulness of fixed
assets and include the opportunity to purchase cars.

Minimum lease payments for all cars used under the finance lease agreements are as follows:

2017 2016
up to 1 year 1,032 870
from 1 to 5 years 2,032 725
3,064 1,595

The total amount of the minimum lease payments, net of finance charges (interest) is consistent with
the level of commitments from the lease agreements.

2017 2016
Minimum lease payments 3,064 1,595
Finance charges (interest) (198) (62)
Lease liabilities 2,866 1,533

Property security

As at 31 December 2017, the Group’s assets are subject to a contractual capped mortgage in the
amount of PLN 26 million and assignment of the insurance policies securing repayment of bank
loans (see Note 18).

Future contractual commitments in respect of the purchase of fixed assets

During the year, no agreements for the implementation and construction of new fixed assets and
intangible assets were signed, which will be realized in the future years.

The grant from the Ministry of Development for the development of the Research Center within the
Intelligent Development Operational Program 2014-2020 POIR.02.01.00-00-0111/15-00, completed
project and investment. The settlement of investment has been started .

Change in estimates

The Group did not make any changes in estimates in relation to the useful life of property, plant and
equipment in 2017.
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12.Intangible assets

Movements in intangible assets for the period from 1 January 2017 to 31 December 2017 and for the
period from 1 January 2016 to 31 December 2016 are presented in the tables below:

2017 Goodwill Other
Gross book value
Balance as at 1 January 2017 104,431 10,871
Additions - 46
Disposals 158
Balance as at 31 December 2017 104,431 10,759
Accumulated amortization
Balance as at 1 January 2017 - 10,588
Additions - 163
Disposals 158
Balance as at 31 December 2017 - 10,593
Net book value as at 1 January 2017 104,431 283
Net book value as at 31 December 2017 104,431 166
2016 Goodwill Other
Gross book value
Balance as at 1 January 2016 104,431 10,671
Additions - 230
Disposals 30
Balance as at 31 December 2016 104,431 10,871
Accumulated amortization
Balance as at 1 January 2016 - 10,373
Additions - 245
Disposals 30
Balance as at 31 December 2016 - 10,588
Net book value as at 1 January 2016 104,431 298
Net book value as at 31 December 2016 104,431 283
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Amortization

The amortization expense relating to other intangibles is recorded in the following line items in the
statement of comprehensive income:

2017 2016
General and administrative expenses 163 245
163 245

Impairment test for goodwill

The Group manufactures two primary lines of products: wet products (acrylic plasters, sold as ready
to be used) and dry products (mineral plasters, ready to be used after the addition of water). Each
type of product is produced using separate machinery. However, groups of customers (wholesalers)
are essentially the same for both types of products, the final users of the products are similar and the
products are sold by the same sales teams and through the same distribution network. As a result,
the Group treats entire enterprise as the separate group of assets generating cash flows.

The recoverable amount of the cash generating unit is based on a calculation of value in use. This
calculation uses cash flow projections based on the five-year financial projection. The average annual
growth in cash flows during the forecast period is 1.4%. When estimating the cash flows for the years
not covered by the projection, it is assumed to maintain cash flows for 2021 in the year 2022 and a
nil growth rate after 2022. A pre-tax discount rate of 9.8% has been used in discounting the future
cash flows.

Underlying estimates of future cash flows are based on a number of assumptions, for which even a
slight change can have a significant impact on the result of the financial projections and results of
the impairment test. The most important of these is the trend of economic growth, the state policy in
the field of thermo-modernization subsidies and a demand from key customers of the Group.

Value in use of the enterprise determined by the Group using methodology described above, is higher
than the net value of non-current assets.

The net level of the discount rate, at which value in use of the enterprise is equal to the net value of
non-current assets, which constitute its part is 9.3% before income tax.

Based on the results of the performed test, the impairment for goodwill has not been recognized.
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13.

14.

Inventories

Inventories as at 31 December 2017 and as at 31 December 2016 are presented in the table below:
31 December 31 December

2017 2016
Materials 5,130 4,226
Semi-finished goods and work in progress 1,543 1,279
Finished goods 1,225 869
Goods 684 935
8,582 7,309

Inventories are stated at net value. As at 31 December 2017, a write-down of inventories amounted
to PLN 52 thousand (as at 31 December 2016: PLN 40 thousand).

Trade and other receivables
Trade and other receivables as at 31 December 2017 and as at 31 December 2016 are presented in

the table below:
31 December 31 December

2017 2016

Trade receivables — third parties 20,974 18,635
Other receivables 528 369
VAT tax receivables 491 619
Provision for bonuses for customers (1,137) -
20,856 19,623

Trade and other receivables are presented net of impairment losses in the amount of
PLN 2,411 thousand and PLN 2,449 thousand, as at 31 December 2017 and as at 31 December 2016,
respectively, arising from the Company’s assessment of the collectability of receivables from
particular customers as well as an evaluation of the overall credit risk relating to the receivables at
the balance sheet date. Impairment losses are included in the distribution expenses line in the
statement of comprehensive income.
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15. Other current assets

Other current assets as at 31 December 2017 and as at 31 December 2016 are presented in the table

below:
31 December 31 December
2017 2016
Certificates 1,233 1,048
Prepaid non-life insurance expenses 71 68
Prepaid rental expenses 29 39
Other 92 192
1,425 1,347

16. Cash and cash equivalents
31 December 31 December

2017 2016

Cash at bank 267 354
Cash in hand 49 21
Bank deposits 28 18
Loans granted 19 -
363 393

17. Equity
Share capital and reserve capital

Share capital and reserve capital as at 31 December 2017 and as at 31 December 2016 are presented
in the table below:

31 December 31 December

2017 2016

Share capital 10,000 10,000
Reserve capital 86,516 81,542
96,516 91,542

As at 31 December 2017, the share capital comprised 10,000,000 issued and outstanding ordinary
shares with a par value of PLN 1 per share. All issued shares are fully paid.
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Reserve capital as at 31 December 2017, represents additional capital contributions made in previous
years, increased by distribution of profits for the years 2007-2016. The reserve capital of
a joint-stock company cannot be freely distributed to the shareholders as a dividend.

The shareholders of the Group are entitled to receive dividends in the amount declared (if any) and
are entitled to one vote per share at General Shareholders’ Meeting of the Group.

18. Loans and borrowings liabilities

The table below presents the periods of maturity of loans and borrowings liabilities as at
31 December 2017 and as at 31 December 2016:

31 December 31 December

2017 2016
Current 16,660 19,967
Total loans and borrowings 16,660 19,967

The table below presents current loans and borrowings liabilities as at
31 December 2017 and as at 31 December 2016:

(@) Current Currency Interests 31 December 31 December
2017 2016
Current portion of non-current loans and borrowings
Loans-related parties usD 5% 885 5,120
BGZBNP PA_RIBAS S.A PLN Variable interest ra_te 15775 14,847
Working capital loan WIBOR 1M + margin
16,660 19,967
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19.

20.

On 28 June 2016, the Group annexed the agreement by 21 June 2019 an overdraft agreement with
Bank BGZ BNP Paribas S.A. With the maximum amount of credit PLN 29 million in period from
30 April until 30 September and the maximum amount of credit in the remaining period of PLN 26
million

According to above-mentioned loan agreement, the Company is also obliged to maintain financial
covenants at a certain level defined in this agreement.

The loan was secured by a blank promissory note, a mortgage up to the amount of 26 million on the
ownership of a property located in Zywiec, the assignment of rights from the property insurance
policy, the general silent assignment of receivables and the assignment of the insurance contract
receivable.

According to above-mentioned loan agreement, the Company is also obliged to maintain financial
covenants at a certain level defined in this agreement.

According to the loan agreement, breach of the financial covenants gives the Lender the right to:
- terminate all or part of the working capital loan or reduce the amount of loan

- requests for the recovery program and its implementation,

- withhold the unused portion,

- require the establishment of additional collateral or increase the bank's margin

Employee benefits

Employee benefits consist of provisions for other long-term employment benefits regarding
retirement and pension benefits.

According to the calculation carried out by an actuary based on current estimates, as at 31 December
2017 and as at 31 December 2016 liability of the Group in respect of retirement benefits amounted
to PLN 239 thousand and PLN 226 thousand, respectively.

Provisions

Movements relating to provisions are shown in the table below:

Provision for

complaints Total
Balance as at 1 January 2017 433 433
Disposals (106) (106)
Balance as at 31 December 2017 327 327
Additions - -
Balance as at 31 December 2017 327 327
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21. Payables

21 A Trade and other payables
Trade and other payables comprise the following items:

31 December 31 December

2017 2016

Trade liabilities 9,087 6,793
Accruals and prepayments 1,492 2,074
Lease liabilities 933 1,533
Other liabilities 142 103
Deferred income (grant) 529 355
12,183 10,858

As at 31 December 2017 short-term liabilities arising from lease contracts amounted to

PLN 933 thousand and long-term amounted to PLN 1,933 thousand. As at 31 December 2016
short-term liabilities arising from lease contracts amounted to PLN 836 thousand and long-term
amounted to PLN 697 thousand.

21 B Employee benefits liabilities

31 December 31 December

2017 2016
Amounts due to employees 1,309 1,091
Tax and social insurance liabilities 1,962 1,617
Payroll liabilities 660 893
Social Funds 153 169
4,084 3,770
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22. Financial instruments

A. Classification of financial instruments

Loans and receivables

Cash and cash equivalents

Financial liabilities measured at amortized
cost

Loans and receivables
Cash and cash equivalents

Financial liabilities measured at amortized
cost

31 December 2017

Short-term Total
22,927 22,927
363 363
(30,064) (30,064)
(6,774) (6,774)

31 December 2016
Short-term Total
20,398 20,398
393 393
(29,487) (29,487)
(8,696) (8,696)
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B. Financial risk management

Credit risk, liquidity risk and market risk (including most of all interest rate risk and foreign currency
risk) arise in normal course of the Group’s activity. The aim of the financial risk management in the
Group is to minimize the influence of market factors, such as exchange rates and interest rates, on basic
financial parameters approved in the Group’s budget for the current year (financial result, cash flows).

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty, who is a party to
financial instruments fails to meet its contractual obligations. Credit risk arises principally from the
Group’s receivables from customers and financial investments.

The Group operates in the sector, characterized by increased level of credit risk. It results from the fact
that on the main Group’s markets the maturity periods which are obligatory in client relations are terms
between 30 and 120 days. As at 31 December 2017 the total amount of Group’s trade receivables from
third parties amounted to PLN 20,974 thousand (2016: PLN 18,635 thousand).

The Group performs on-going evaluation of credit capacity of its customers and when justified, it
requires the appropriate securities. In order to minimize the client default risk, the Group entered into
the agreement to insure the receivables which relates to approximately 80% of total trade receivables
from third parties. In addition TRADE CREDIT TOP UP policy expired on 30.11.2017 and did not
include a new one.

The contractors, in relation to which the Group does not have the history of cooperation or sales take
place occasionally, make cash purchases. However, the customer loan is granted to customers with
positive history of cooperation or with credit capacity assessed on the basis of both internal and external
sources. The exposure to the credit risk is defined as total of outstanding receivables, which are
systematically monitored with reference to each client individually.

The Group systematically monitors the financial condition of its clients and the level of credit risk.
Financial assets in respect of receivables that are past due amount to PLN 7,044 thousand as at 31
December 2017 and PLN 5,656 thousand as at 31 December 2016. These receivables, in most cases,
are insured and due to the lack of Group’s dependence on sales to one or few large customers, the
Group is currently in the opinion that the receivables can be recovered.

The table below shows the Group’s maximum exposure to the credit risk:

31 December 31 December

2017 2016

Loans and receivables 22,927 20,398
Cash and cash equivalents 363 393
23,290 20,791
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Increases and decreases in impairment losses for receivables were as follows:

Provision for impairment of receivables at the beginning of the

period

Creation of provision for impairment of receivables

Release of provision for impairment of receivables

Utilization of provision for impairment of receivables

Provision for impairment of receivables at the end of the period

Cash and cash equivalents

2017 2016
2,449 2,800

952 1,335
(538) (936)
(525) (750)
2,338 2,449

Cash and cash equivalents are located in the financial institution with a high financial credibility - BGZ

BNP Paribas S.A (currency) and Bank Pekao S.A. what is confirmed by the rating agencies.

Liquidity risk

Liquidity risk means that the Group will not be able to meet its financial obligations as they fall due.
Activities which aim to limit this risk include appropriate financial liquidity management, realized by
a proper assessment of the cash level on the basis of plans of cash flows in different time horizons.

31 December 2017

Financial liabilities
Trade and other payables
Bank loans

Borrowings

Liabilities due to leasing

Carrying Contracted
amount cash flow value uptolyear 1-5years
(9,229) (9,229) (9,229) -
(15,775) (16,169) (16,169) -
(885) (894) (894) -
(2,866) (3,064) (1,032) (2,032)
(28,755) (29,356) (27,324) (2,032)
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31 December 2016

Financial liabilities
Trade and other payables
Bank loans

Borrowings

Liabilities due to leasing

Carrying Contracted
amount cash flow value upto 1 year 1-5 years
(6.896) (6.896) (6.896) -
(14.847) (15.220) (15.220) -
(5.120) (5.376) (5.376) -
(1.533) (1.595) (870) (725)
(28.396) (29.087) (28.362) (725)

The discounted cash flow as at 31 December 2016 included interest.

The Group operates in branch which is capital-intensive with regards to working capital financing
needs. It results from the fact that in the main Group’s markets the maturity periods which are
obligatory in client relations are between 30 to 120 days. Simultaneously, the maturity imposed by
suppliers of main raw materials is shorter. As a result, apart from trade payables, the equity and
liabilities of the Group represent also significant loans and borrowings liabilities.

Market risk

Interest rate risk

The Group’s exposure to the changes in interest rates concerns mainly cash and cash equivalents,
borrowings and bank loans subject to variable interest rate which is based on WIBOR + margin.

In order to finance its investments and current activity, the Group raised a bank loans and
a borrowing from the shareholder as described in note 18. The interest rate of the bank loans is variable,
therefore each increase in interest rates causes simultaneously an increase in interest expense on bank
loans. The borrowing from the shareholder is subject to fixed interest rate.

The following table presents the susceptibility profile (the maximum exposure) of the Group to the

interest rate risk:
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Carrying amount Carrying amount
31 December 2017 31 December 2016

Financial assets 363 393
Financial liabilities (19,526) (21,500)
(19,163) (21,107)

Activities concerning the reduction of interest rate risk include current monitoring of the money
market situation.

The Group does not have the financial instruments with fixed interest rate, measured at fair value
through profit or loss. Moreover, the Group does not have the instruments with fixed interest rate to
be recognized directly in equity.

The Group performed a sensitivity analysis with regards to the financial instruments with floating
interest rate on the change in market interest rates. The table below presents the influence of increase
and decrease of interest rate by 100 b.p. on financial result and equity. The analysis was made on the
assumption that all the other variables (e.g. exchange rates) are constant.

Profit or loss Income tax Equity including profit or loss
increases decreases Increases/decreases increases decreases
100 b.p. 100 b.p. 100 b.p. 100 b.p. 100 b.p.
31.12.2017 (338) 338 (64) (274) 274
31.12.2016 (275) 275 (52) (223) 223

Foreign currency risk

In relation to sales and purchase transactions denominated in Euro the Group is exposed to EUR/PLN
exchange rate risk.

Approximately 10.8% of total sale of the Group is export sale. Purchases in foreign currency
constitute about 42.2% of total purchases. Therefore foreign currency fluctuations influence the value
of sales as well as costs of raw materials and merchandise purchases. A significant fluctuation of
domestic currency has a negative influence on the profitability of export as well as domestic sales.
However, the changes in income from exports and domestic sales valued on the basis of quotations,
caused by the exchange-rate fluctuations are balanced by the changes in the costs of raw material
imports (or valued on the basis of quotations) and largely mitigate the Group’s exposure to the foreign
currency risk.

Foreign currency risk management includes the following processes: identification and measurement
of the risk, monitoring the situation on the financial markets, adjusting — where possible — the value
of liabilities and receivables in particular currencies.

In order to decrease the foreign currency risk, the bank loans were denominated in Polish zloty.
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Additionally, as the borrowing from the shareholder is denominated in US dollars, the Group is exposed

to USD/PLN exchange rate risk.
The tables below show currency balance as at 31 December (in PLN thousand):

31 December 2017 total position position  position  position
inPLN inPLN inEUR inUSD inUAH

position
in GBP

Total assets 158,351 155,513 1,936 2 160
Total equity and liabilities (158,351)  (151,380) (3,989) (1,237) (16)

Foreign currency exposure in PLN - - (2,053) - -
thousand (equivalent of EUR)

Foreign currency exposure in PLN - - - (1,235) -
thousand (equivalent of USD)

Foreign currency exposure in PLN - - - - 144
thousand (equivalent of UAH)

Foreign currency exposure in PLN - - - - -
thousand (equivalent of GBP)

Loss of the Group when EUR - - (20) - -
exchange rate increases by 1%
Loss of the Group when USD - - - (12) -
exchange rate increases by 1%
Profit of the Group when UAH - - - - 1
exchange rate increases by 1%
Profit of the Group when GBP - - - - -
exchange rate increases by 1%
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31 December 2016 total position  position  position
inPLN inPLN inEUR  inUSD

position
in UAH

position
in GBP

Total assets 154,468 151,694 2,174 2
Total equity and liabilities (154,468)  (147,159) (2,168) (5,120)

Foreign currency exposure in PLN - - (6) -
thousand (equivalent of EUR)

Foreign currency exposure in PLN - - - (5,118)
thousand (equivalent of USD)

Foreign currency exposure in PLN - - - -
thousand (equivalent of UAH)

Foreign currency exposure in PLN - - - -
thousand (equivalent of KCZ)

Foreign currency exposure in PLN - - - -
thousand (equivalent of GBP)

Loss of the Group when EUR - - - -
exchange rate increases by 1%

Loss of the Group when USD - - - (51)
exchange rate increases by 1%

Profit of the Group when UAH - - - -
exchange rate increases by 1%

Profit of the Group when KCZ - - - -
exchange rate increases by 1%

Profit of the Group when GBP - - - -
exchange rate increases by 1%

Risk of changes in raw material prices

22
®)

576
(16)

560

The Group activity is characterized by relative fluctuation of raw material prices in relation to goods
and products sold. The effect of these fluctuations is the variation of the sales and production margins
for particular stock. Particularly, prices of such products as polymer dispersions and colouring
matters are extremely sensitive to the level of prices of petroleum on the international markets, which
is very difficult to forecast.

The Group’s supply policy assumes the diversification of suppliers for all raw materials necessary to
the production of Group’s products to have alternative contractors for each raw material group. The
value of purchase in case of each supplier does not exceed 8% of overall raw material costs.

In trade agreements there are no mechanisms of automatic transfers of raw material price to the sales
price, which requires from the Group an on-going monitoring of market price levels and their
appropriate development through discount system and actualization of the basic price list. There is a
potential risk that for some of the finished goods, selling prices do not reflect the purchase prices of
raw materials as at the balance sheet date. It is estimated that in case of such discrepancy of 1%, the
Group’s is exposed to profit or loss in the amount to PLN 23 thousand.
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C. Fair value of financial instruments

Details in respect of fair values of the financial instruments, for which it is practicable to estimate
such value, are presented below:

e Cash and cash equivalents, current bank deposits and current bank loans and borrowings: the
carrying amounts of the above-mentioned instruments approximate their fair value due to the
short-term maturity of these instruments;

e Trade and other receivables, the trade and other payables: the carrying amounts of the above-
mentioned instruments approximate their fair value due to its short-term nature;

e Long-term bank loans, lease liabilities: the carrying amounts of the above-mentioned instruments
approximate their fair value due to the variable nature of the related interest rates.

D. Equity management
The Group’s policy in respect of equity management is to maintain a strong capital base so as to
maintain investor, creditor and market confidence and to sustain the future development of the Group.

The Group monitors both the change in shareholding structure, as well as the return on capital and
equity/liabilities ratios.

The Group aims at reaching capital profitability on the satisfactory level for the shareholder.

There were no changes in the Group’s policy concerning equity management during the financial
year.
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23. Contingent liabilities

The Company has set an agreement with Solid Wall Insulation Agency in Great Britain, in which it
gave a guarantee to the subsidiary, Soltherm External Insulations Ltd., to cover possible costs of
complaints resulting from the use of thermal insulation systems produced by Bolix and introduced by
Soltherm to the British market under ECO programs. The guarantee is limited to GBP 1,000,000 and
constitutes the instantiation of Bolix's responsibility for the manufacturer of thermal insulation
systems for the product.

24. Events after the balance sheet date

On 9 April 2018, the Extraordinary General Meeting of the Company by a notarial act Rep. A
3935/2018 adopted a resolution to pay dividends from undistributed profits from previous years,
transferred to reserve capital, in the amount of PLN 3,612 thousand by 4 December 2018

After 31 December 2017, the closing date of the reporting period, in accordance with our knowledge,
there were no significant events that could significantly affect the assessment of the financial position
and the financial result, which would not be included in the financial statements for the financial year
ended 31 December 2017.

25. Related party transactions

As presented in Note 1(a), the Group is owned and controlled by Lusako Trading Limited. Lusako is
a wholly-owned subsidiary of Berger Paints India Limited Group (‘Berger’) with its registered office
in India.

Transactions with the shareholder include interest bearing borrowings and accrued interest acquired
based on the agreement of 28 April 2008 (see Note 18). As at 31 December 2017, liabilities in respect
of the borrowing from the shareholder as a result of the capitalization of interests as at 31 December
2017 and repayments made in 2017 in the amount of USD 1,009 thousand is USD 254 thousand (PLN
885 thousand together with accrued interests as at 31 December 2017). Interest expense related to the
borrowings from the shareholder amounted to PLN 145 thousand in 2017 (in 2016: PLN 318
thousand).

The Group purchased colour pallets from BERGER PAINTS INDIA LTD for the amount of PLN 85
thousand.

Transactions with related parties take place under conditions equivalent to those that apply to
transactions carried out on market conditions.
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In 2017, the Management Board of the Group comprised of the following members:
- Mr Maciej Korbasiewicz,
- Mr Ryszard Czech.

Members of the Management Board have been employed based on standard employment contracts and
they were entitled only to short-term benefits.
Due to the double composition of the Management Board, the company does not provide data on costs

resulting from this title.

The financial statements of the Group were authorized for issue by the Management Board on 26 April
2018.

Signatures of the Management Board Members

President of the
Management Board
Maciej Korbasiewicz

Member of the
Management Board
Ryszard Czech

Signature of person responsible for maintaining the books of account

Chief Accountant
Brygida Salwitzek-Wypchatowska

Zywiec, 26 April 2018
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