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1. Significant events in 2017 affecting the Group's operations


For the Group Bolix S.A., 2017 it was another good and profitable period of activity. Record-high revenues have been recorded. Good economic situation in the country market and                           a consistently implemented strategy focused on the quality of products caused that                               the investment sales of thermal insulation systems and the sale of facade products in wholesale stores and in retail chains in Poland developed very well. In this area increase of more than 7% was achieved year-to-year. The increase in sales of interior paints Styline is particularly positive (increase by 91.2%). On the British (and Irish) market, there was a decline in sales related                      to delays in making thermo-modernization decisions, what significantly affected the reduction of total sales to export markets. There was no increase in exports to the eastern markets, only the Ukrainian market recorded 15% increase in sales. Finally it gave the Company a 3.7% increase in sales revenue year-to-year. In order to fully use the potential of the British market, the Group has changed the sales strategy, giving up its focus on relations with contractors and distributors. As a result of changing the strategy, the Group has formed a joint venture with the company Agility Eco Ltd, what allowed for direct cooperation with investors. These and similar activities on the export markets required significant expenditures, which will bring effects only in the following years. Thus, the Group recorded a decrease in operating profit by 29.3% and        a net profit by 30.1%, despite the increase in revenues. The decline in the USD exchange rate and the gradual repayment of the owner loan in this currency had a positive impact on the result.

The Group managed to make a number of further organizational and monitoring changes, improvements in the area of logistics and production, which resulted in an increase                                  in productivity.

In addition to the parent company Bolix S.A., the Group consists of five subsidiaries:
Build-Trade spółka ograniczoną odpowiedzialnością (Limited Liability Company) established in 2010;
Bolix Ukraina spółka ograniczoną odpowiedzialnością (Limited Liability Company) established in 2011; Soltherm External Insulations Limited established in January 2016 in the United Kingdom; Soltherm Insolations Thermique Exterierure SAS in France whose shares were acquired in July 2016. In November 2017, the Group became a shareholder of another British entity – Surefire Management Services Ltd, where it exercises joint control together with a local partner Agility Eco Ltd., whose data is not consolidated. The companies in France and United Kingdom  provide distribution and technical support services to the parent company.

The parent company Bolix S.A. has full control over subsidiaries.

The main investment expenditures were related to the construction completion of the Research Center. The project was launched in 2015 under the Ministry of Development Intelligent Development Operational Program and consumed about PLN 3,648 thousand, and was partially (about 15.2 %) financed by grants. The investment was completed in September 2017. Other investment expenditures concerned, among others modernization of production lines, leasing acquisition of vehicles and dosing-mixing devices.
   
2. The expected development of the Group

In 2018, the Group intends to continue activities supporting sales, expanding its marketing activities and product offer mainly for contractors working for small investors.

Expenditures incurred in previous years to develop export markets (British and French) should bring significant expanding sales of complete thermal insulation systems (including the sale of goods necessary for the complex construction service). The Group also plans to start the activity on other foreign markets. In order to improve organizational efficiency, reduce production and storage costs, shorten delivery times, many projects are carried out, in particular, in order to reduce the impact of seasonality on the financial results. 

In 2018, the Group intends to expand its distribution network enabling its products to be more widely available in warehouses, markets Leroy Merlin and paint stores across the country and on new foreign markets. Intensifying the activities of the Research Center should allow the development of production of new and innovative products.

3. Current legal and financial situation of the Group:

a) The legal status of the Group has not changed.
The parent company - Bolix S.A was founded under the name ‘Taygete’ spółka z ograniczoną odpowiedzialnością (Limited Liability Company) according to the Company’s Memorandum of Association dated 13 February 2003 for unlimited period. 
The resolution of the Shareholders' Meeting to change the Company's name on ‘Bolix’ was registered on 29 October 2003. Subsequently, based on the resolution No. 6 of the Ordinary Shareholders' Meeting dated 14 February 2005, there has been a transformation of Bolix in a joint-stock company, which was registered in the National Court Register under the number 0000230009 on 7 March 2005. 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 Company.


b) Share capital 
The original initial capital of the parent company Bolix S.A. amounted to PLN 50,000.00 and was divided into 100 shares of PLN 500 each. At the end of the financial year - as a result of registration on 19 December 2003 - share capital amounted to PLN 10,000,000.00 and was divided into 20,000 shares of PLN 500 each. Payment for share capital was followed by offsetting receivables in respect of resolution on capital contributions and borrowings from the owner.
By the resolution No. 6 of the Ordinary Shareholders' Meeting dated 14 February 2005, the share capital of the Group has been set at PLN 10,000,000.00 and divided into 10,000,000 A-series shares with a nominal value of PLN 1 each.

The owner of 100% shares of the parent company - Bolix S.A. is Lusako Trading Limited, the Company under Cypriot law, with the number HE 195096, belonging to the Berger Paints India Limited Group. 

c) Bank loans
The credit contract in the current account concluded in 2016 by parent company with BGŻ BNP PARIBAS S.A. bank was extended for the next two years on similar terms based on annex from 21 June 2017.
  
d) Borrowings from the owner

A borrowing of USD 2 million for current operations, payable on demand within 7 days, was received on 28 June 2005. According to the annex to the borrowing agreement dated 31 December 2013, accrued interest for 2017 in the amount of USD 38 thousand were capitalized. At the request of Lusako Trading Limited, the Company repaid USD 1,009 thousand in partial instalments in 2017. The outstanding amount of USD 254 ​​thousand will be repaid in 2018.

e) The Group’s financial results

The financial statements of the Group for 2017 have been prepared in accordance with International Financial Reporting Standards i.e. International Financial Reporting Standards, International Accounting Standards and related interpretations announced in the form of European Commission regulations. The Capital Group recorded a net profit for financial year 2017 in the amount of PLN 3,604 thousand. The statement of financial position at the end of the financial year shows total assets and total equity and liabilities of PLN 158,351 thousand. Statement of changes in equity for the period from 1 January 2017 to 31 December 2017 shows an increase in equity of PLN 3,604 thousand. Statement of cash flows for the period from 1 January 2017 to 31 December 2017 shows a decrease in net cash in the amount of PLN 30 thousand. The liquidity position of the Group is good. The Group entities do not delay payments of taxes and contributions to the Social Insurance Institution (ZUS). The Parent Company has opened credit lines with sufficient amounts to maintain financial liquidity. The Group has and implements standards for financial security in terms of the valuation of assets and the expected costs in future periods.
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