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Letter from the President of the Management Board

Dear Shareholders,

we positively assess the effects of ac tivities of our Group in 2016. In an unfavourable market environment, we have
shown stability and flexibility, which allowed us to generate profits that must be assessed as satisfactory in these
circumstances.

Consolidated sales revenue amounted to PLN 211 million, which represents a 19% decrease compared to the previous

year, and yet, thanks to increased efficiency, gross profit on sa
amounted to PLN 10.6 million, reaching a slightly higher amount than in the previous year. The decline in revenue is

mainly due to the breakdown of public sector orders (decline in revenue by 53% yly) which the Group managed to

offset by increased scale of activities in other market sectors. Services provided by the Group to the traditionally

strongest telecommunications and media sector (increase in revenue by 24% yly) had a particularly positive impact on

the Groupds performance.

We are pleased that the total contribution of subsidiaries to the financial performance was signific antly higher than in
the previous year. This comprises both own achievements of companies, in particular of Atende Software and Sputnik

Software, the first results of the consistently implemented policy of intensified cooperation within the Group. At the

same time, it is worth noting that the potential of the Group companies has not been fully utilised due to absence of

public sector procurement, caused mainly by delays in the provision of EU funds. The beginning of this year showed that

the supply of EU fu nds was unlocked which should result in much better performance of subsidiaries operating in

markets related to the public sector, such as Sputnik Software (central and local government administration) and

Atende Medica (public health centres).

Our bigges t achievements in 2016 include a successful development of sales of subscription services, carried out both in

Atende S.A. and in the Capital Group companies. This category includes outsourcing, Cloud Computing, support and
maintenance services which are p rovided on a permanent basis and invoiced on a monthly or quarterly basis. As
compared to the previous year, revenue from subscription services increased by 50% (to PLN 55.8 million), while

margins on these services increased by 47% (to PLN 38.5 million). This means that the level of coverage of all overhead
costs of the Group by predictable repetitive service margins was increased from 39% to more than 50%. Our goal for

the coming years is to increase the growth dynamics of sales of subscription services a nd their share in total sales of
the Group.

The developments that we assess as failures include losses incurred on the operation of Atende Medica and recently

acquired (at the end of 2015) Energy Data Lab (EDL). The reasons for this are obvious in both cas es, as the activities of

both companies depend to a | arge extent on public sectoro6s orders.
effects of this dependence.

The opinions shared by our customers and partners indicate that our strength is the ab ility to combine high
competences in the area of the worldés | eading technologies with ir
department that develops our proprietary software i SMaCS (Service Management and Charging System). It is a
solution de si gned to manage wuser access and to bill for operatoro6s serv

increase ICT security: an application that enables the identification of terminal devices in the context of SIEM (Security

Information and Event Managemen t) systems as well as an application designed for the development and management

of security policies and vulnerabilities of ICT systems to cyberattacks. Atende Medica developed cloudiMed i acloud -
based application designed f oientdlioicstEarliesdevelopmént effats of Atende Softwareim t

the fields of multimedia content distribution, Smart Grid and ICT security are continued and have already brought

visible financial effects. Also Sputnik Software has successfully neutralised the effects of the slowdown in
implementation of  public projects owing to earlier investments in the significant expansion of its proprietary platform for
|l ocal government wunits ANowoczesny UrzNdo (AModern Officeo) and in

and systems acquired from Sygnit y S.A.

I'n March 2016, we announced the Groupbds development strategy for the
its implementation is successful. We plan to continue to our current practice of the development of new, innovative

products and s ervices, and to further strengthen the measures taken to consolidate the Group and to expand into

foreign markets.

(All amounts are presented in PLN thousands, unless specified otherwise) \4
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We believe that the growth prospects for the Atende Group in 2017 are very good. We hope that the difficulties in

announcing new publictend er s wi | | be overcome. Regardless of that, we wi ||
position in alternative market sectors, with particular focus on the financial sector. In line with our strategy, we also
intend to uphold the current practice of p aying attractive dividends.

We continually thank our shareholders for the interest and trust they place in us, and our employees, partners and

advisors for their dedication and good work. The year 2016 showed our strength in challenging market conditions. We
hope that external circumstances in 2017 will prove to be more successful for us, which will allow us to achieve

significant growth.

Roman Szwed, President of the Management Board of Atende S.A.

(All amounts are presented in PLN thousands, unless specified otherwise) \5
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Selected consolidated financial data

in PLN th ousands in EUR thousands
2016 2015 2016 2015
Net sales revenue 211,101 259,701 48,244 62,058
Operating profit (loss) 14,586 13,626 3,333 3,256
EBITDA 21,134 19,864 4,830 4,747
Gross profit (loss) 13,206 12,230 3,018 2,922
Net profit (loss) 10,151 9,466 2,320 2,262
l(;lr(]ettitsroﬁt (loss) attributable to shareholders of the parent 10,593 9,402 2.421 2247
Net cash flows from operating activities (30,014) 48,358 (6,859) 11,556
Net cash flows from investing activities (5,676) (7,878) (1,297) (1,88 3)
Net cash flows from financial activities (811) (6,461) (185) (1,544)
Total net cash flows (36,501) 34,019 (8,342) 8,129
Profit (loss) per ordinary share (PLN/EUR) 0.29 0.26 0.07 0.06
Diluted profit (loss) per ordinary share (PLN/EUR) 0.29 0.26 0.07 0.06
As at As at As at As at
31.12.2016 31.12.2015 31.12.2016 31.12.2015

Total assets 176,172 199,956 39,822 46,922
Liabilities and provisions for liabilities 101,432 129,203 22,928 30,318

Long -term liabilities 24,568 22,194 5,553 5,208

Short -term |i abilities 76,864 107,009 17,375 25,110
Equity 74,740 70,753 16,894 16,603
Share capital 7,269 7,269 1,643 1,706
Number of shares (units) 36,343,344 36,343,344 36,343,344 36,343,344
Book value per share (PLN/EUR) 2.06 2.00 0.46 0.47
Diluted book value  per share (PLN/EUR) 2.06 2.00 0.46 0.47

EUR EXCHANGE RATES (IN PLN):

average exchange rate in 2015: 4.1848

average exchange rate in 2016: 4.3757

average exchange rate as at December 31 st 2015: 4.2615
average exchange rate as at December 31 %, 2016: 4.4240

(All amounts are presented in PLN thousands, unless specified otherwise) \6
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Selected separate financial data

in PLN thousands in EUR thousands
2016 2015 2016 2015
Net sales revenue 172,460 226,061 39,413 54,020
Operating profit (loss) 10,333 10,603 2,361 2,534
EBITDA 14,578 14,746 3331 3,524
Gross profit (loss) 9,173 10,938 2,096 2,614
Net profit (loss) 7,303 8,950 1,669 2,139
Net cash flows from operating activities (35,904) 47,023 (8,205) 11,237
Net cash flows from investing activities (1,792) (1,707) (410) (408)
Net cash flow s from financial activities (808) (6,031) (185) (1,441)
Total net cash flows (38,504) 39,285 (8,800) 9,388
Profit (loss) per ordinary share (PLN/EUR) 0.20 0.25 0.05 0.06
Diluted profit (loss) per ordinary share (PLN/EUR) 0.20 0.25 0.05 0.06
As at As at As at As at
31.1 2.2016 31.12.2015 31.12.2016 31.12.2015

Total assets 145,974 175,766 32,996 41,245
Liabilities and provisions for liabilities 87,764 118,319 19,838 27,764

Long -term liabilities 21,179 20,355 4,787 4,776

Short -term liabilities 66,585 97,964 15,051 22,988
Equity 58,210 57,447 13,158 13,480
Share capital 7,269 7,269 1,643 1,706
Number of shares (units) 36,343,344 36,343,344 36,343,344 36,343,344
Book value per share (PLN/EUR) 1.60 1.58 0.36 0.37
Diluted book value per share (PLN/EUR) 1.60 1.58 0.36 0.37

EUR EXCHANGE RATES (IN PLN):

average exchange rate in 2015: 4.1848

average exchange rate in 2016: 4.3757

average exchange rate as at December 31 st 2015: 4.2615
average exchange rate as at December 31 st 2016 : 4.4240

(All amounts are presented in PLN thousands, unless specified otherwise) \7
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1. Basic information about Atende and the Capital Group

1.1. Business object

Atende S.A. (the fACompanyod, the f#flssuero, AAtendeo) with its registered
entity of Atende Capital GheupCéphealiGGoappo, i At e'h, ®@2, Be Gompady)has As of Ms
been listed on the Warsaw Stock Exchange.

The I ssuero6s core business is the integration of I CT systems. The Compart
the perfor mance of many implementation projects. The implementations are characterised by a high quality, the highest

technological level and a large scale of complexity. Moreover, Atende is competent in the field of software development and

offers IT outsourcing as well as cloud computing services. Atende S.A. is one of the leading IT companies in Poland.

Through its subsidiaries, the I ssuero6s Capital Group carries ouwe activi
Software sp. z 0.0. specialises in innovative software for multimedia projects, Smart Grid and cyber security. Sputnik Software

sp. z 0.0. develops software and provides services for the public sector, mainly for the local government administration. Ate nde

Medica sp. z o.0. offers IT soluti ons for the healthcare sector, in particular hospitals

Phoenix Systems sp.  z 0.0. offers a proprietary, real -time operating system used in embedded systems, as well as a protocol for
communication in energy distrib ution networks compliant with PRIME protocol. OmniChip sp. z 0.0. designs electronic circuits,
TrustlT sp. z 0.0. offers modern outsourcing services of remote IT systems maintenance, while Energy Data Lab sp. z o.0.
provides data analyses in the Big Data t echnology, based on proprietary tools. In 2017, a new company, A2 Customer Care Sp.
0.0., started operating within the Group. The company offers comprehensive implementation of specialized solutions and ERP
systems.

1.2. Structure of the Capital Group

As at Dec ember 31 ', 2016, the Capital Group comprised 8 entities:
o Atende S.A. & the parent company;
(] 7 subsidiaries and affiliates:

- Atende Software sp. z 0.0. with its registered office in Warsaw, in which the Issuer holds 100% of share capital and
votes atthesha rehol dersd meeting;

- Trustl T Sp. zZ 0.0. with its registered office in G-df¥, in which
sharehol derso6 meeting;

- Atende Medica sp. z 0.0. with its registered office in Warsaw, in which the Issuer holds 67.51% of s hare capital and
votes at the sharehol ders6 meeting;

- Sputnik Software sp. z o0.0. with its registered office in Poznag,
votes at the sharehol dersd meeting;

- Phoenix Systems Sp. z o0.0. with its registered off ice in Warsaw, i n whi c howredh subsiiaays uer 6 s w
Atende Software holds 51% of share capital and votes at the sharehc¢

- Omni Chip sp. z 0.0. with its registered offi eowned subsidayrAseads , in whi
Soft ware holds 55% of share capital and votes at the sharehol dersbd

- Energy Data Lab sp. z 0.0. with its registered office in Warsaw, in which the Issuer holds 60% of share capital and
votes at the shareholderso6 meeting.

Structure of the Capital Gro up at the end of 2016

ATENDE

Atende Atende Sputnik Energy Data
. Software - Trustit B84 Medica m Software m Lab
m Phoenix m I

Systems OmniChip

(Al amounts are presented in PLN thousands, unless specified otherwise) \8
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On January 24 ™ 2017, the company A2 Customer Care sp. z 0.0. was entered in the National Court Register, established under
a company deed concluded on December 21 st 2016. The Issuer acquired 60% of shares representing 60% of th e share capital
and votes at the sharehol ders6 meeting.

1.3. Consolidated entities

Al l subsidiaries are fully consolidated. The con"squarterda2015 and of &fergyOmni Chi p o s
Data Labos inthed § lquarser of 2016.

1.4. Changes in the structure of the Capital Group

Atende Medica

On December 10 ”‘, 2015, the sharehol dersd6 meeting of Atende Medica sp. Z O0.0.
capital of the company from the amount of PLN 278,050 to PLN 1,000,000 , i.e. by the amount of PLN 721,950, through the

creation of 14,439 new shares in the company and offering them for acquisition by the existing shareholders of the company in

exchange for a monetary contribution. Atende acquired a total of 10,016 shares fo r the amount of PLN 500,800. On March 17 L

2016, the increase of the share capital was recorded in the Natrdimnal Cou

the share capital of Atende Medica from 62.69% to 67.51%.
Energy Data Lab

On Dece mber 21 %, 2015, Atende S. A. signed an agreement to acquire 60% of shar
Under the agreement, Atende purchased 42.4% of shares and acquired newly established shares. The total cost of acquisition of

shares and subscr iption of new shares amounted to PLN 1.4 million. After registering the acquired shares on January 22 nd,
2016, Atende controlled 54.6% of the share capital of EDL. As required by the commitments, in June 2016 Atende acquired the

new shares with the issue v alue of PLN 0.5 million. The increase of the share capital in EDL was registered with the National

Court Registeron August2 ™, 2016. Following the increase of the share capital, Aten.
the shar ehol dencreased mensd.6%ta60.0%.

EDL is involved in advanced Big Data analytics with the use of proprietary tools. Their business is focused on the energy sec tor,

where the company6s solutions give customers the addyeprometiagl emegy o f tool s
efficiency, energy demand management and optimisation of sales processes. Owing to the acquisition of the company, the

Group expanded the range of modern solutions addressed to energthe compani
expansion of EDLO6s operations in other sectors of the market, including

A2 Customer Care

On January 24 ", 2017, the company A2 Customer Care sp. z 0.0. (AA2CC0O0) was

established under a compa  ny deed concluded on December 21 st 2016. The Issuer acquired 60% of shares representing 60% of

the share capital and votes at the shareholdersdé6 meeting for an amount

performance of consulting tasks, imple ment ation and devel opment of | T products that i mprov
businesses based on advanced software, in particular biilSAP.Owngsoythet ems bas
investment in A2CC, the Atende Group expands its offer with forward -looking, niche services with the potential to expand

overseas.

I n accordance with At en d204% thesldsuemirtends Yo adtiely se@k@olabguire new, promising companies
whose profile conforms with the announced stra teqy.

1.5. Organisational and equity links

Atende has organisational and equity links with entities belonging to the Capital Group. A description of the Capital Group i S
provided initem 1.2 hereof.

In A2 CustomerCa re (fAA2CCO0), a company in which the |ssuer holds 60% of the s
meeting, 10% of shares and voted isheldiythevice h-prelsoldéat sd®f meéedtei hgsuer 6s Mana
Szymon Stninpczak. The supervisory board of A2CC is cpmpesbddnbé$ ohrebepes
Management Board: Szymon StfAipczak and Jacek SzczepaGEski

(All amounts are presented in PLN thousands, unless specified otherwise) \9
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Equity link s wi th entities

t h

at donodt

bel ong

ATENDE

to the Group: at t he

Towarzystwo Lotnicze S.A., representing 0.036 of the share capital. The carrying amount of shares held is PLN 80 thousand.

The shares held are ¢

lassified as financial assets available for sale.

1.6. Changes in the methods of managing the Company and the Capital Group

OnDecember16 ™, 2015, the
as memberofth e Companyos
of operations as of January 11
the Management Board of Ate
him with the functi
to the Management Board of Atende
matters.

on

Supervisory

Management
M 2016. On April 4 ™,
nde S.A. and from his function of Vice

of

th 2016,

t he

Boar d

Companyods
S.A., to the function of Vice

Boar d
to

of

t he

the Company adopted

p- Bresident ofrthetManagermeantrBoardiinacinarge f
Companyds

Supervisory

- President of the Management Board in relation to entrusting

di

rector of the power

-President of the Management Board in charge of technical

In 2016, the cooperation with subsidiaries was intensified, by undertaking joint projects in which it is possible to combine

flexibility and professional ex
cooperation
SzczepaGEski

bet ween t

Scope of responsibility

of members of Atendeds

Roman Szwed & President of the
Management Board

| wona B ® kMicg-&resident of the
Management Board

Andr zej S@§ o/de-Rrgsiklent of the
Management Board

Jacek Forysiak 8 Vice-Preside nt of the
Management Board

Szymon St ®p\Wce-®resident of the
Management Board

Jacek Sz c zde Yiee P®sekident of the
Management Board

'Before appointment to t

he

he

Groupobs

December 31 *, 2015

Strategy and development,
operational management,

supervision

of t

companies, marketing and PR, legal

issues, investor re

lations, HR

Finance, administration, logistics

Power industry development

department

nfa *

Commercial division

n/a

Companyos

Management

In 2016, due to the absence of tenders for computerisation of hospitals, a num
and extension of the service department were carried out in Atende Medica. In addition, in June the company implemented the

ISO 9001 quality management system in the area of development, implementation and mai

healthcare institutions, and in December

27001.

pertise of smaller companies, with the financial and executive potential of Atende. Coordination of
compani emwesiders of dhe Managenwent sSBoaod; Jacek y

31.12.2016

Strategy and development, investor
relations, power industry
development department

he C

Finance, administration, logistics
n/a
Technical Division

Commercial division

Operational management,
supervisionofthe Capi t al
companies, marketing and PR, legal
issues, HR

Board, Jacek Forysi ak

ber of changes in the organisational structure

the entrusted data

There were no changes in the composition of management boards and in basic management methods in other companies of the

Capital Group in 2016.

1.7. Information about companies in the Capital Group

ATENDE

Atende i s one

rgdst systerh iateghtors, with és history dating back to 1991.

Atende specialises in the integration of IT systems, in particular in the development of an advanced ICT infrastructure
characterised by the highest technological advancement standards and the
technical integration services, e.g. in the area of construction and equipment of advanced data centres. The company has

(All amounts are presented in PLN thousands, unless specified otherwise)
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a Directo

ntenance of IT solutions for
i a system for the management of information security in the area of development,
implementation and maintenance of IT solutions for healthcare institutions, including the processing of

ISO
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extensive experience evidenced by dozens of successful implementations, which are charact erised by high quality, the highest
technological level and large scale of complexity.

As the Atende Capital Group, it offers software, service platforms and complex system solutions for Internet services
management and multimedia services. It also provide s smart metering systems. The Group also offers systems and services for
healthcare facilities, as well as software for local and central government administration.

Main business activity areas:

IT systems integration,
software,

technical infrastructure,
IT outsourcing,

cloud computing.

O o0oooo

Atende addresses its offer to the following industries:
0 telecommunications and media,
0 finance sector,
0 industry, trade, and services,
0 public sector, including administration, science and education.

ATENDE SOFTWARE

At ende Sof t wanreaodd actvity ¢sroféering proprietary solutions enabling the implementation of innovative multimedia

projects. The company offers services supporting the entire process of publishing multimedia on the Internet, starting from

acquiring, coding, content description, through to sales and generating viewing rate reports. Atende Software has developed

and operates redCDN i the biggest on -line video distribution network in Poland, so -called Content Delivery Network (CDN). The
company is a technological partne r in the most important multimedia projects in the country.

Atende Software is also a development centre for software intended for innovative services related to smart metering and
managing ICT security processes.

The domain of Sputnik Software is soft ware production and provision of services for the public sector. The company is a leading
manufacturer and provider of software for managing local government units. The flagship product of the company is
Nowoczesny UrzNd (Modern Of fysteneldvelopal ito sippott guljic aifites lny supplyingrelevant IT tools.

In order to diversify its revenue, Sputnik Software has developed new innovative projects in recent years, associated with
security and cryptography. The Cdeep ¢thosyedpsanded hyo ldghlg $pecialised geeviceb aush as
implementation of solutions based on the public key infrastructure, development of own cryptographic components, delivery of
communication security devices and consultancy services within this scope

ATENDEMEDICA

Atende Medica offers I T solutions for the healthcare sector, icesiparticu
both public and private. It specialises mainly in delivery and maintenance of HIS (Hospital Information Systems).

Its flagship product is the Medicus On -Line medical information system, which enables automation of medical institution
operations and ensures efficient management of its complex structure. Medicus On -Line supports more than 20 hospitals in
Poland. The system is adjusted on an ongoing basis in order to meet the new requirements defined by the Ministry of Health

regarding the exchange of data with central systems being implemented. In 2016, the company started to provide cloud -based
services.
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@ TrustIT

TrustlT speci al i ses in remote and direct administration of I' T systems of its
users. Additionally, it advises its customers in the fields of planning, designing and implementing IT activities.

W

Phoenix Systems

Phoenix Systems is a comp any which develops innovative software. Its flagship product is a real -time operating system o]
Phoenix -RTOS, designed for modern embedded systems based on configurable processors. The company also develops its own

protocol for communication in power networ ks, which complies with the PRIME (PoweRline Intelligent Metering Evolution)
standard.

@n IChip

OmniChip is a company which designs electronic systems i from discrete PCB (Printed Circuit Board) solutions to large -scale
integrated circuits. fivéh 5 to cdesigp and ylevedop mitrgpmaessor systems to be used in monitoring,
management and optimisation of energy consumption. OmniChip is one of the few companies operating on the Polish market in

the field of design of integrated circuits. It has expe rience in the full cycle of project commercialisation, from architecture,

implementation and preparation for production to production testing.

ENERGY DatalLab”

because Your data matters

Energy Data Lab specialises in advanced analysis of large amounts of data from different sources, i.e. in the Big Data

technol ogy. Their business is focused on the energy sector, where the ¢
tools for raising customer loyalty, promoting energy efficiency, energy demand management and optimisation of sales

proces ses.

A2 Customer Care (A2CC) deals with comprehensive implementation of specialist solutions in the area of customer service and
ERP systems. The aim of the company is the performance of consulting tasks, implementation and development of IT products

that i mprove the management of customersod6 businesses based on advanced so
the ACustomer Careo0 group, in particular SAP for Utilities, SAP- Hybri s
measured products), SAP CRM, including SAP CRM for Utilities, Ariba. To medium -sized sellers, the company provides cloud -

based billing solutions.
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2. Activities of Atende and the Capital Group

2.1. Information about products, goods and services
ICT systems integration

The ICT system integration services provided by Atende include consulting, surveying, design, supply, construction,
commissioning, implementation, technical support, and warranty and post -warranty maintenance services for systems used to
collect, store, pr ocess and transmit digital data, as well as support services for their users and outsourcing own ICT systems.
These activities of the Company include, among others:
(o] data transmission networks and related systems:
- networks for telecommunications providers, along with systems for monitoring these networks and managing the
services provided;
- corporate networks for other entities;

- I P telephone systems, video conferencing and AUnified Communicati
- SMacCS (Service Management and Charging System) & Atendeds solution for telecom operatol
end - user access to services provided in IP (Internet Protocol) based telecommunications networks and billing for
these services; the software uses proprietary utility (application) software integrated with dedicated network
traffic controls;
(o] ICT security systems (protection of data confidentiality and integrity, protection of computer systems against malware

and hackers, digital identity systems, digital signature, etc.);
o server and mass storage systems:

- high-performance computing systems used by scientific institutions and companies, including state -of-the -art
multiprocessor parallel processing systems;

- system platforms for utility software based on processing of databases, including business operations sup port
systems (ERP, CRM and others), as well as for trading and providing services via the Internet (e -commerce);

- data storage systems, including solutions for automatic backup and data archiving;
o technical infrastructure systems, including:
- comprehensive ¢ onstruction and fitting of data centres;
- power supply systems, including mainly guaranteed power supply systems, such as power generators along with
necessary installations and equipment as well as Uninterruptible Power Supplies (UPS);
- HVAC systems (Heatin g, Ventilation, Air Conditioning);
- structured, fibre optic and copper cabling systems for ICT networks and other systems;
- physical security systems, including fire alarms, automatic fire extinguishing systems, intruder detection
systems, access control sys  tems, CCTV (Closed Circuit Television) systems;
- BMS (Building Management Systems);
- integrated CRE (Connected Real Estate) solutions based on the IP protocol, combining IT, communications and
building technologies in a single, consistent access infrastructu re.
(6] IT outsourcing comprising cloud computing services, i.e. provision of remote access to computing power and mass
storage resources via the Internet, including solutions dedicated to providers and Private Cloud class solutions;

Multimedia distribution on the Internet

Atende Software has created, operates and develops a multimedia network delivery platform, under the redGalaxy brand. The

redGalaxy platform comprises redCDN. It is the largest content distribution system (Content Delivery Network, CDN) in Poland
and a fAwi ndowo f o flinetteledsiohsaltrmininisds the use of expensive backbone connections, reduces the time of
access to data and ensures maximum transmission efficiency. As a result, the cost of distribution is much lower than in the

event of purchase of transmission bandwidth from the operator. Examples of application of the CDN platform include social
networking, Internet TV, broadcasts of sports and cultural events and distribution of software updates, games and documents
on al arge scale.

The platform comes with a set of products and services which support the entire process of publishing multimedia on the
Internet 1 uploading, transcoding, content description, as well as sales and generating viewing rate reports. This applies t o both
VOD (video on demand) content, as well as live broadcasts.

Power grids smart metering

The AMI (Advanced Metering Infrastructure) system implemented by Atende Software enables the acquisition, management and

sharing of data from metering devices and two -way communication with the measurement infrastructure. The MDM (Meter Data
Management) system constitutes a material part of the AMI infrastructure. The proprietary Atende MDM system is dedicated to
handling processes related to collecting, managing a nd distributing data from meters in the di
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important feature of the software is the support for various types of circuits and advanced, multi -dimensional analysis of
measurement data.

Atende Software is one of the few companies wi th extensive experience in the construction of Smart Grids and has its own
MDM-class software. The company has also successfully implemented and integrated the smart metering system based on the

Atende MDM system for one of the largest electric energy dist ributors: Energa -Operator S.A. It is the first production
implementation on such a large scale in Poland.

Modern Office & Software package for public administration

Integrated | T platform called fANowoczesny UrzNdo (fAModern Officed) creat
processes within the | ocal government uni ts. The fAModern Officedo platfo
tasks in the following areas: electronic documentation management (EDM), e -services, budget planning and servicing, finance

and accounting, local taxes and fees, management of municipal assets, wastes, human resources and payroll, records and
registers, social pol icy tasks. The software package is used by more than 2000 institution throughout the country.

Solutions for the healthcare sector

Medicus On -Line, offered by Atende Medica, is a comprehensive IT system for management of a hospital or a healthcare facility,
and carrying out settlements with the National Health Fund (NFZ). It combines the administrative and medical segment with the
analytical laboratory and imaging diagnostics. As one of the few on the Polish market, it runs on any web browser, providing
access from any place, which is particularly important for doctors working in the field.

Atende Medica also offers a system for management of healthcare facilities in the computing cloud model i cloudiMed. The
solution is dedicated i nficgsaamdtoutpatient alinics.tcloudidenl ista carviced thabensures the customers,
among other things, secure processing of medical records, flow of orders and test results as well as settlements with NFZ.

Security Processes Management System

With the safety  of its customers in mind, Atende Software has been implementing and developing a proprietary Security

Processes Management System. The systembés objective is to support tasks
management. The system uses pro ven standards of the SCAP Security Content Automation Protocol) family, defining many

aspects of system security 0 the security policy, configuration, vulnerabilities, threats, incidents and rules of automated testing.

This enables the use of existing data sources and efficient exchange of data with external systems. The Security Processes

Management System is a workflow management application that provides a record of ICT infrastructure and a proper flow of

processes related to the lifecycle of IT systems and incident support. Moreover, Security Processes Management System is

responsible for collecting and processing information about threats and assessing the level of system security.

redGuardian i system for combating DDoS attacks

redGuardian is a servic e offered by Atende Software based on a proprietary software, designed to safeguard against DDoS

(Distributed Denial of Service) attacks. In the event of an attack, the traffic is automatically directed to the nearest filt ering

centre, where it is analysed , ficlearedo andetchend ¢t t he cust omer 6s net wor k. Thi s S €
protection against attacks whose volume reaches hundreds of gigabytes per second. At present, the redGuardian service is used

by public sector entities as well as telecommunications operator and hosting services providers.

Phoenix -RTOS i operating system for the Internet of Things

Phoenix Systems develops Phoenix  -RTOS, an operating system designed for the Internet of Things. The essence of this system
is the suppo rt of modern microcontrollers, enabling the efficient development of applications by programmers who have no

experience in programming devices, support for battery -powered devices and software  -based support of communications

protocols used in the Internet of Things (PLC PRIME, G3 -PLC, 802.15.4). The company confirmed the idea of software -based

i mpl ementation of all |l ayers of communication i n 2basedimdeynentatiorecithé ng t he w
PLC PRIME protocol used by smart electr icity meters. Owing to the above features, Phoenix -RTOS is well suited to state  -of-the -

art devices for Smart Utilities 0 smart energy, gas, water and heat meters.

Design of electronic circuits

Primary operations of OmniChip comprise designing integrated ci rcuits and electronic equipment. The company specialises both
in offering design services in this area, and in designing its own solutions. OmniChip is one of the few companies in Poland that
is experienced in designing circuits with a large scale of integ ration.

(All amounts are presented in PLN thousands, unless specified otherwise) \14



The Management Board report on the activities AT E N D E

of the Atende Capital Group and Atende S.A. in 2016

IT outsourcing

The purpose of I' T outsourcing is to maintain the clientsd business pro
adopted level of risk defined in relation to the availability, continuity, efficiency and security of ICT syst ems. IT outsourcing

services enable reducing the costs of maintaining the customeriyof I'T infr
services. TrustIT is a specialised company in the Atende Group that provides complex and modern services in this area.

Big Data

Advanced analysis of large amounts of data from different sources, i.e. in the Big Data technology, is a domain of Energy Dat a

Lab. Their business is focused on the energy sector, wleévaeeofttolsfoc ompanyds

raising customer loyalty, promoting energy efficiency, energy demand management and optimisation of sales processes.
Implementation of specialist solutions in the area of customers service and ERP systems

A2 Customer Care offers serv ices in the area of consulting, implementation and development of IT products that improve the

management of customersod6 businesses based on software offered by | eading
Oracle and IBM. The company specialises in ACustomer Careo solutions, in particular SAP
(invoicing and settlement of services and non -measured products), SAP CRM, including SAP CRM for Utilities, Ariba. To medium -

sized sellers, the company provides cloud -based billing solutions.

2.2. Value of individual products, goods and services and their share in total sales

Atende Group

2016 2015

Products, goods and services of the Atende Group . .
Sales revenue Share in sales Sales revenue Share in sales
ICT systems integrati  on 172,460 80.1% 226,061 83.2%
Multimedia distribution on the Internet 18,059 8.4% 12,744 4.7%
Systems and software for the energy sector 2,099 1.0% 4,128 1.5%
Software for public administration 15,110 7.0% 13,059 4.8%
Software and IT services for the healthcare sector 1,796 0.8% 5,329 2.0%
IT outsourcing (TrustIT) 1,807 0.8% 1,629 0.6%
Operating system for the Internet of Things 1,154 0.5% 1,652 0.6%
Design of integrated circuits 1,188 0.6% 1,782 0.7%
Big data * 328 0.2% - -
Other 1,305 0.6% 5226 1.9%
Total 2 215,306 100.0% 271,610 100.0%
' Energy Data Lab which specialises in the analysis of large amounts of data from different sources, i.e. in the Big Data techn ology, joined the
Atende Group in early 2016.

2 excluding consolidation exclusion s
In 2016, the share of subsidiariesdé products and services in the Groupbd
year. Sales of multimedia content distribution services carried out by Atende Software was of the greatest importance. In 201 6,
revenue from the sales of these services increased by 42% yly and amounted to PLN 18,059 thousand. Activities of Sputnik
Software, related to software for public administration, is also of a significant importance. Despite the absence of public t enders
in 2 016, the company generated sales revenue in the amount of PLN 15,110 thousand, i.e. 16% more than in the previous
year, owing to, among others, the takeover of a part of the market from Signity S.A. in mid -2015, together with the acquisition

of proprietary  copyrights in and to the software dedicated to local government units. An increase in sales in 2016 was also
recorded by TrustIT, a company that provides IT outsourcing services (PLN 1,807 thousand, up by 11% yly).

The unfavorable market environment, mani festing itself in the absence of tenders in the public sector and limited orders placed

by companies partially owned by the State Treasury, including in the energy sector, adversely affected the performance of

companies operating in these market sectors. A tende Medicads revenue decreased by 66% y/y, whi
of implementations of the medical system in hospitals, and amounted to PLN 1,796 thousand. At the same time, it is worth

noting that this revenue was generated primarily from servi ces of a permanent nature, with which the Company sought to

compensate for the lack of demand from hospitals and medical centers. Revenue from activities related to smart grids (Atende

Software) and to software for smart meters and concentrators (operating system for the Internet of Things developed by

Phoenix Systems) were lower in 2016 than in the previous year by, respectively, 49% and 30%, due to reduced activity of the
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energy sector companies. The same reasons are responsible for an apparent decline in revenue from ICT system integration.

However, Atende, a company which provides ICT system integration services, managed to earn profit on sales that is similar to

the one earned in the previous year owing to increased share of service -related revenue. In 2017, the situation should improve

following the release of EU aid and the observed activity in the area of public procurement.

Share of revenue from the sales of products, goods and services of the Atende Group

o 3.8% 2.7%
48% 2.0% ™ L 08% "
1.5% Rl 7.0% N

5% 1.0% —

. ICT systems integration

Other

The significance of subsidiaries and their products and services in the Atende Group is greater than may appear from the
analysis of the ir share in the consolidated sales revenue. Subsidiaries provide primarily their own services, based on their own
software and solutions and characterised by higher profitability. In 2016, the average percentage margin on sales in the pare
company amount ed to 30.6% vs 21.9% in the previous year, while in subsidiaries it amounted to, respectively, 79.4% and
65.1%. The visible increase in profitability ensured good level of the profit generated, despite a visible drop in revenue.

At endeds and shatesimdrgireon sales 6

I AtendeSA.

Subsidiaries

36.7%

2015 42.0%

79.1 min zt

2016
89.0 min zt

Sales of permanent services

The Is suer pays increased attention to services of a permanent nature, hereinafter referred to as subscription services. These
are mainly revenues from the sales of services provided in the cloud computing model as well as maintenance, outsourcing and
support se rvices. These services are typically billed in cycles (most often on a monthly basis), and contracts for the provision of
such services are usually concluded for several years or provide for long notice periods. The increase in subscription sales
important el ement of the |ssuero6s strategy.

(Al amounts are presented in PLN thousands, unless specified otherwise)
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Sales of subscription services of the Atende Group T year -on-year

Margin on sales of subscription

38,552 —  senices (PLN thousand)

61% \
Share of subsidiaries

Share of Atende S A.

GAGR: 18.6%
[ ]

2013 2014 2015 2016

" CAGR i compound annual growth rate

In 2016, the consolida ted sales margin for subscription services grew by 47% y/y and amounted to PLN 38,552 thousand,

covering the overhead costs of the entire Group in 50%. I'n Atende, the
overhead costs and in subsidiaries i 76%. The share of subsidiaries in the consolidated sales margin for subscription services

increases each year. In 2016, the highest increases in subscription margin were generated for the provision of multimedia

content distribution services by Atende Software , sales of services to local government units by Sputnik Software and

implementation of maintenance services by Atende.

Inthe 4 ™ quarter of 2016, the consolidated sales margin for subscription services grew by 4% from the previous quarter and

amounted t o PLN 10,137 thousand, covering the overhead costs of the entire Group in 47%. In the 4 " quarter of 2016, a
growth in margin on sales of subscription services, as compared to the previous quarter, was recorded mainly from the

distribution of multimedia ma terials by Atende Software.

Sales of subscription services of the Atende Group i quarter -on-quarter
Margin on sales of subscription Coverage of overhead costs by the margin 55% 54,
services (PLN thousand) on sales of subscriptionservices (%) °

42% 41%
38%  38% 38y 9%

39%

Q1’14 Q2’14 Q3’14 Q4’14 Q115 Q2°15 Q@315 Q4’15 Q116 Q2’16 Q3°16 Q4°16

2.3. Markets and supply sources

In 2016, the Atende Groupds sales in the telecommunications and medi a
hi gher, whereas the Group6s r ev eentarewere wwentlad inthepresidudiyear. mar ket s
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The Atende Groupbs sales structure by market segments

Total 259,701

Public 112,852
211,101 -19%

52,711 -53%

23,640 15%
-19%

Finance

Industry, trade and services

24%
Telecommunications and media

16 /°15
2015 2016
Change

A T o t includes the presented segments and other sales.

I'n the market of telecommunications and media operators, which is a ke
revenue for 2016 were higher than in the previous year by 24%. Revenue from this sec tor accounted for 44% of consolidated

revenue in 2016, as compared to 29% in 2015. Projects implemented by Atende for mobile operators were of key importance

within this sector. They included mainly data transmission infrastructure extension, including the new LTE technology, as well as

settlements and IP services billing. In 2016, revenue from mobile operators amounted to PLN 42 million, which represents an

increase by 20% y/y. Mobile operators form the most stable group of customers. In 2016, Atende also carried out works in the

field of technical infrastructure for a customer from the market of data centres (with the total value of PLN 13.1 million) a nd

carried out the expansion of carrier networks for telecom operators (the largest project with a total v alue of PLN 4.3 million).

Apart from Atende, sales to this sectorés customers are also generated
di stribution services. I'n 2016, Atende Softwareds r evemudichfrapresentst hese seil
an increase by 52% yly.

The second | argest sales sector in terms of the Atende Groupds sales in
customers declined by PLN 60 million, which represents a drop by 53% yl/y. In 2016, sha re in consolidated revenue amounted

to 25%, as compared to 43% in the previous year. The declines recorded result from an unfavourable situation in the sector,

related to delays in organising tenders from the new financial perspective of the EU, as observe d since the second half of 2015.

The only major cont  ract signed in 2016 was a contract in a consortium formed with Comp, concluded with Resortowe Centrum

ZarzNdzania Sieciami i Usgugami Teleinformatycznymi [ Department al Centr
the extension of the environment de dicated to process classified information. The value of the contract is PLN 34.6 million.

Atendeds gross revenue from this contract wildl amount to PLN 14"5 milli
quarter of 2016. In the reported period, maintenance services for the National Defence Ministry (PLN 3.9 million) and the Polish

Police Headquarters (PLN 3.7 million) were of a significant i mportance
Software, a company operating in the publi c sector, recorded an increase in sales by 16% y/y despite the absence of new

projects for local government units. This increase was achieved by focusing on maintenance and support agreements, including

provided to new customers acquired owing to the acqui sition of proprietary copyrights in and to the software dedicated to local

government units from Sygnity S.A. in mid -2015. Atende Medica was much more affected by the absence of tenders. In 2016,

this companyds revenue was | ower ydmy 66 % than in the previous

In 2016, sales in the industry, trade and services sector were lower than in the previous year by 19%. In the reported period ,

sales to energy companies were of the greatest i mportance within this s
revenue. However, due to reduced orders from this sub -sector in 2016, revenue dropped by 40% yly. The largest projects

executed by Atende were related to the supply of network equipment and provision of maintenance services for an energy

company (with av alue of PLN 5.6 million). Activities related to smart grids, carried out by Atende Software, generated PLN 2.1

million in 2016, as compared to PLN 4.1 in the previous year.
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. Change Change o
Consolidated sales 4t quarter Ath quarter th
by market sector AL U CO A of 2016 of 2015 4 (;l/J;rter
Telecommunications and media 93,625 75,378 24% 29,193 32,181 (9)%
Industry, trade and services 41,111 50,811 (19)% 10,784 15,332 (30)%
Finance 23,640 20,635 15% 7,740 4,250 82%
Public 52,711 112,852 (53)% 28,417 23,277 22%
Other 15 24 (38)% 4 4 0%
TOTAL 211,101 259,701 (19)% 76,138 75,044 1%
I n 2016, sal es of the Atende Group to the financi al sectords customers
increased by 15% as compared to the same period of the previous year. Sales to insurance companies were of the greatest
importance for of this sector, accounting for approx. 50% of total sales revenue. The largest projects in the sector involved the
implementation of disk arrays and network equipment for an insurance company (PLN 5.2 million) and provision of technical
infrastructure maintenance and modernisation services at a bank (PLN 2.5 million). Atende also executed smaller contracts for a
number of entities in the financial sector, main ly for insurance companies and banks, primarily in the field of outsourcing,

maintenance and cloud computing services.
I'n accordance with Atendeds de w207 thenssuet willde firnayt cengnjttedftoobalan@0 dalés to all
market secto rs. However, given our experience, expertise and solutions offered, Atende will focus on a dynamic growth in sales

to mobile telecommunications operators and content delivery platforms, institutions and companies in the defence sector,
electricity distribu  tors and entities in the financial sector.

Geographic structure

The Group operates mainly in Poland. In 2016, revenue from sales in Poland accounted for 98.75% of total sales of the Group.

2016 2015 (restated data)
Value Share Value Share
Country 208,465 98.75% 252,303 97.21%
Outside the country, including: 2,636 1.25% 7,398 2.79%
- European Union 2,409 1.14% 7,095 2.67%
- Asia - 0.00% 86 0.03%
- other 227 0.11% 217 0.08%
Total 211,101 100% 259,701 100%

Significant suppliers and customers

In 2 016, the share of one supplier exceeded 10% of total supply. The value of orders from Cisco International Limited
amounted to PLN 96.3 million, which transl ates into 53.9% of the Compar
respectively).

In 2016 , there was no single customer whose share in total sales of Atende was greater than 10%.
2.4. Achievements of the Group companies
Atende Software

In 2016, Atende Software, which specialises in developing innovative software and products based on this software, has
developed its activities in three sectors: multimedia, systems for the energy sector (smart grid) and IT security. In the

multimedia sector, the company implemented a contract with P4 sp. z 0.0., the operator of the Play network, for the provision

and adaptation of an OTT (over the top) platform. The value of the contract is several million zlotys and it has been concluded

for the term of 36 months, with an option to extend it. In addition, in the 4 " quarter of 2016, the company implemented the TV
Online 2.0 service for Vectra S.A. This service is based on the proprietary OTT platform offered under the redGalaxy brand and

provides the Vectra subscribers with an access to a few dozen of linear channels from web browsers and mobile apps for iOS

and Andro id. Moreover, the company completed, in a timely manner, and settled the 2 " stage of the ISW (Video Signal
Integrator) project co  -financed by the National Centre for Research and Development for the Polish Police Headquarters. The

total value of co -financ ing for the ISW project amounts to PLN 1.7 million, and the project is scheduled for completion by the

end of 2018. The redGalaxy platform offered by the company is the largest system for Internet TV in Poland, currently able to
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handle traffic at the level of 280 Gbit/s and used, among others, by TVN S.A., Cyfrowy Polsat S.A., TVP S.A., ITI Neovison S.A,,
P4 sp.z 0.0, Multimedia Polska S.A., Vectra S.A. and EuroZet sp. z 0.0.

In the smart grid sector, the company won a significant contract with Energa -Operator S.A. for the maintenance of a central
measurement database, as well as a significant contract for the supply of software for concentrators for the French corporati on,
SagemCom Energy & Telecom SAS. The company also concluded a contract with SAIMAN, a company based in Kazakhstan, for

the granting of a licence for a design of and software for smart energy meters. Moreover, the company successfully completed

the implementation of major contracts which covered: development and supply of a technical design enabling the serial
production of data concentrator and pulse counter devices (ZKB). Operating in consortium with ANDRA sp. z 0.0., the company

supplied 8,500 data concentrator and pulse counter devices based on the design and software developed by compan ies from the
Atende Software group. Additionally, the company implemented the UPGRID project, co -financed with EU funds, whose goal is

to increase the observability of the network thanks to Smart Grid solutions, as well as completed the implementation of t he

DEMONSTRATOR+ programme, co -financed by the National Centre for Research and Development, which aimed at developing
and testing innovative architecture of measurement systems used in power networks. In the energy sector, the company
cooperates closely w ith its subsidiaries, Phoenix Systems and OmniChip, implementing projects based on, among other things,
solutions developed by these companies.

In the security sector, the company actively promoted and developed further the redGuardian service 0 a disperse d packet

filter for protection against attacks, such as DDoS (Distributed Denial of Service). Proprietary solutions enable highly efficient

processing of network traffic on PC computers & in practice, it is possible to reach the level of more than 100 mill ion packages

per second on a typical hardware platform. In the 4 " quarter of 2016, the company concluded agreements for protection of

network against DDoS attacks in the service model (scrubbing center) with the following entities: dhosting.pl sp. z 0.0., e-Point

S.A. and Podkarpacki Bank Sp-gdzielczy. Moreover, tests of the rsedGuardi
telecom operators were commenced.

Financial performance: _ In 2016, Atende Software generated sales revenue in the amount of PLN 21,463 thousand (PLN 16,894
thousand in 2015) and earned net profit of PLN 4,062 thousand as compared with PLN 2,030 thousand in the previous year. The
improved performance resulted from a dynamic development of activities related to online distrib ution of multimedia content.

Revenue earned from activities related to systems for the energy sector was lower than in the previous year.

Development works in 2016: The company has made a significant financial and organizational effort in the field of deve lopment
works, which should be the basis for growth in subsequent years. Major development works in 2016 include:
(o] redGalaxy 1 the company developed and successfully marketed a new redGalaxy product, i.e. own OTT (Over The Top)
platform. This solution enabl es traditional television broadcasters, e.g. cable television operators, to publish and

monetise content in the Internet and on different devices T computers, phones, tablets and Smart TVs.
o redGuardian 1 the company developed and commenced the commercialis ation of a system used for protection against
DDoS (Distributed Deni al of Service) attacks. It is a system that
telecommunications infrastructure (300 Gbps), used to distribute multimedia content, as well as P C servers with
appropriate software.
o Innovative energy meter i the company completed the development (together with Phoenix Systems and OmniChip)
of the design of an innovative meter which, in fact, is a computer based on an ARM processor, with the Phoenix -RTOS

operating system. All functions of the meter, such as measurement of energy parameters or communication via PLC,

are carried out by appropriate software. Moving the weight of functionality to software gives an unprecedented
freedom in meeting measure ment and communication requirements. For example, adding the measurement of new
electricity parameters or support of a new PLC communication protocol requires only a replacement of respective
applications of the meter.

(6] Innovative pulse counter device and c oncentrator i development and implementation at a Polish distribution grid
operator of pulse counter devices with the concentrator functionality. These devices were developed in accordance with
the single processor concept, in line with a proprietary desig n. The company developed a compete product i from the
casing, through mechanical and electronic components, to software. It is the first counter device and concentrator that
complies with PTPi REE6s requirements for such devices in the Polish

(o] UPGRID i project aimed at developing a system that uses measurement data from smart energy meters to manage
the energy distribution grid. Based on the measurement data analysis, low voltage power grid failures are indicated,
energy flows and transformer loads ar e investigated, points for renewable energy installations are identified, etc.
Works are carried out as part of the international UPGRID project and their goal is to show the benefits of
implementing smart meters directly for a distribution system operator

Sputnik Software

Sputnik Software, a company specialising in IT solutions for public administration, operated in 2016 in unfavourable market

conditions which results from the absence of public tenders from the new financial perspective of the EU. At the beginning of the

year, the company signed a package of service contracts for 2016, with the total value of approx. PLN 8.2 million, as compare d

to PLN 3.0 million of gross revenue earned in 2015. The company Bl so con
of new versions of computer software and for technical assistance servic

contract provides for the provision of services to the customer, related to the development and maintenance of an ERP system.
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The guaranteed gross value of the contract which expires on March 31 st 2019 amounts to PLN 7.7 million, and can be increased

tothe gross value of PLN 9.4 million, if the customer exercises the optior
concluded the process of signing service agreements for the maintenance of the ZSI_NT system, to which Sputnik Software

acquired the proprietary copyrights from Sygnity S.A. in August 2015. In addition, the company carried out a number of smaller

projects for its existing customers.

Financial performance: In 2016, Sputnik Software generated sales revenue in the amount of PLN 15,110 thou sand (PLN 13,059
thousand in 2015) and earned net profit of PLN 887 thousand as compared with PLN 719 thousand in the previous year. The
level of revenue and profit was adversely affected by the absence of public tenders, and positively affected by the exp ansion of

the customer base following the takeover of an organised part of an enterprise from Sygnity S.A. in 2015.

Development works in 2016: The company has carried out development works related to the implementation of technological
and organisational i  nnovations in the following areas:
(o] Research and development works aimed at selecting a technology to be used in the development of applications

enabling the provision of public e -services and mobile applications dedicated to public agencies. These works re sulted
in the commencement of production of a new, proprietary platform for public e -services which will be launched at the
end of the first quarter of 2017.
(o] Devel opment wor ks ai med at aligning functionalities cafformtahdke @A Nowoc
ZSI_NT software, the proprietary copyrights in and to which were acquired from Sygnity S.A., and inclusion of new
products in the standard range of the companyds products. As a res
product range with  a personnel and payroll system, and completed the first implementation of this system in the 4 th
quarter of 2016.

(o] Due to a significant increase in the total value of service agreements and expansion of the customer portfolio to
approx. 3 thousand public in stitutions, the company implemented modern customer support tools (a new help desk
portal) and expanded the Technical Support Department, improving the quality of technical and substantive support
for the companyédés customers.

(o] The company initiated the deve lopment of a partnership system, under which interested parties will be able to
establish trade and technical partnership. The partnership concept assumes focusing on cooperation with companies

that are able to provide specialist implementation and mainten ance services concerning Sputnik So
By the end of 2016, the company concluded agreements with eight partners and undertook discussions with further
companies.

Atende Medica

In 2016, Atende Medica & the company offering IT solutions for t he medical sector & implemented only minor orders for
expansion and modernisation of the Medicus On -Line system, due to delays in the preparation of new tenders from the new
financial perspective of the EU. The Company has made significant efforts to expan d its offer, sell additional services to existing
customers, and increase the potential of sales structures. In connection with the launch of tender procedures for the
computerisation of hospitals at the end of 2016, the company is positive about the outlo ok for 2017.

Financial performance: In 2016, Atende Medica generated sales revenue in the amount of PLN 1,796 thousand (PLN 5,329

thousand in 2015) and incurred net loss of PLN 1,274 thousand as compared with net loss of PLN 1,173 thousand in the

previous year . The companydés performance in 2016 was adversely affected by
hospitals, which results from the lack of allocation of EU funds intended for this purpose.

Development works in 2016: The Company has undertake  n a number of actions aimed at ensuring the stable development and
prospects of increasing the share in the market of services provided to medical entities:
(6] Implementation of standards and achieving certificates: ISO 9001 in the area of development, implem entation and

maintenance of IT solutions for healthcare institutions, and ISO 27001 in the area of development, implementation
and maintenance of IT solutions for healthcare institutions, including the processing of data.

(6] Development and launching of a Par tnership Programme 1 a tool that improved announcing the introduction of new
products (services) and attracting new customers.
o Expansion of the offering with the Information Security Administrator service i service related to the security of

information, i n particular to the protection of personal data. The service is a response to changes in regulations
governing the processing of personal data. The service is addressed to healthcare entities and pharmaceutical market
operators.

(] Expansion of the offering w ith consultancy and training services, including services in the area of settlement of medical
services provided and audits of the efficiency of IT system utilization in a healthcare entity.

(o] Introduction of cloudiMed i a new service offered in the cloud co mputing model. The solution is dedicated in particular
to doctorsdé offices and outpatient clinics. cloudi Med is a servic:¢
secure processing of medical records, flow of orders and test results as well as settl ements with business partners and

the National Health Fund.
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Phoenix Systems

Phoenix Systems, a company that develops innovative software, completed the first major implementation of the Phoenix -RTOS
operating system in 2016. The company implemented 6,600 data concentrator and pulse counter devices in the Energa -
Operatordés network. These devi c-&EOSaperatindsgstem dith the Phoehie  P-PRIMEnmodule, and on a
proprietary software for the concentrator. Subsequently, the company commenc ed production of 2,000 items of such devices.
These devices will be implemented in the network in the first quarter of 2017. An important project was the preparation

(together with Atende Software) of smart electricity meters for mass production. These met ers use the Phoenix -RTOS operating
system with the Phoenix  -PRIME module and are designed for Saiman i the largest manufacturer of meters in Kazakhstan. The
company has also established cooperation with other producer from the Asian market on a data concent rator in Smart Grids. In
the 4 " quarter of 2016, the company signed an agreement with one of the leading manufacturers of gas meters in Europe. This

agreement concerns the use of the operating system in smart gas meters. Under this agreement, the company also develops
metering and application software. This is a highly important step in the development of the company because it assumes mass

sales of licenses to a new type of devices for the Internet of Things. It is assumed that the project will be complet ed in the first
half of 2017, and the sales of licences will commence in the second half of the year.

Financial performance: In 2016, Phoenix Systems generated sales revenue in the amount of PLN 1,154 thousand (PLN 1,652
thousand in 2015) and incurred net loss of PLN 260 thousand as compared with profit of PLN 288 thousand in the previous year.

Development works in 2016: The Company carried out the following development works:
(o] Continuation of the smart energy meter project. It is worth noting that the compa ny has filed a patent application for
an innovative design of a smart meter. The application was filed in Europe and the U.S., whereas other markets were
secured by a PCT (Patent Cooperation Treaty) application.

(o] Due to the interest in the Phoenix -RTOS syst em on the part of entities that develop equipment for military and aviation
sectors, the company commenced works on another version of the Phoenix -RTOS system which will be subject to
certification under the DO  -178C standard (a standard that enables instal lation of the equipment in airplanes).
Certification of the operating system is planned for 2017.

(o] Continuation of works on the implementation of a communication standard in G3 -PLC power grids for the Phoenix -

RTOS system.
OmniChip

In 2016, OmniChip, a comp  any which designs electronic devices and integrated circuits, continued works commissioned for an
external semiconductor company. At the same time, the company was working on its own integrated circuit and a small
consumer electronics device. In the first half of the year, OmniChip completed the design of a data concentrator and pulse
counter device for Atende Software. In the 4 ™ quarter of 2016, the company entered into cooperation with a leading producer of
smart grid equipment, for whom it will provide services in the area of designing electronic circuits.

Financial performance: In 2016, OmniChip generated sales revenue in the amount of PLN 1,188 thousand (PLN 1,782 thousand
in 2015) and earned net profit of PLN 8 thousand as compared with PLN 59 thousan d in the previous year.

Development works in 2016: OmniChip has commenced works on own integrated circuit. The company has also commenced the
search for further partners to whom the company could provide design services.

TrustlT

In 2016, TrustIT, a compan y specialising in the provision of modern outsourcing services of remote maintenance of IT systems,
acquired 11 new customers to whom it provides user and IT system support services, including a country -wide chain of
pharmacies with approx. 100 stores.

Financial performance: _ In 2016, TrustIT generated sales revenue in the amount of PLN 1,807 thousand (PLN 1,629 thousand in
2015) and earned net profit of PLN 74 thousand as compared with PLN 69 thousand in the previous year.

Development works in 2016: Trust IT was focused on expanding its sales channels.

Energy Data Lab

Energy Data Lab (EDL), a company that specialises in advanced analysis of large amounts of data from different sources, i.e. in

the Big Data technology, operated in an unfavourable market envi ronment in 2016. It manifested itself in a reduced number of

orders in the energy sector, which is the core market for the company. However, EDL has successfully completed two projects

for a customer from the energy sector, developing unique competences. T he first project, AEnergia na Oszc
for Savingso), was i mplemented for nearly two years and concerned the pr

data in order to improve energy efficiency. The name of the second project wa s fASegmentacja odbiorc-w energi.
(ASegmentation of electricity recipientso). As part of this psoeamectsd the
energy consumption. Based on its experience and algorithms developed, the ¢ ompany was able to file, at the beginning of 2017,
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an application to the National Centre for Research and Development for the development of a solution for segmentation and
profiling of recipients based on individual electricity consumption profiles, for t he purpose of future -oriented DSR (Demand Side
Response) services.

Financial performance: In 2016, EDL generated sales revenue in the amount of PLN 328 thousand (PLN 479 thousand in 2015)

and incurred net loss of PLN 650 thousand as compared with net loss of PLN 17 thousand in the previous year. The increase in

net loss in 2016 results from costs related to the intensification of development works, higher than in the previous year, an d
from the absence of orders from the energy sector which, so far, was cri tical of EDLOs operations.

Development works in 2016: The company has carried out development works aimed at becoming independent from the energy
sector:
(o] consistent efforts to acquire knowledge, competences and skills to work with new types of data (other than energy
metering data) including: anonymised medical data, telecommunications data and Internet data.
(o] extension of the proprietary Big Data solution, aimed at unifying the solution to align it with the needs of various
industries.

2.5. Events and agreement significant for the Groupds business

Changes in the composition of the Companyds Management Board

OnDecember16 ™, 2015, the Supervisory Board of the Company adopted a resol

as a member of t he Cememp Boarg t perfdvha the fgnction of Vice -President of the Management Board in
charge of operations as of January 11 M 2016.

Registration of acquired shares in Energy Data Lab

On January 22 ", 2016, the increase of the share capital of Energy Data Lab sp. z o0.0., as a result of

whi

ch

ut i

/

share capital and votes at the shareholdersé meeting increased from 42.

Register. The shares were acquired under an agreement concluded on December 21 st 2015.

Energy Data Lab specialises in advanced analysis of large amounts of data from different sources, i.e. in the Big Data
technology. Their business is focused on the energy sector, where
tool s for raising customer loyalty, promoting energy efficiency, energy demand management and optimisation of sales

processes.

Conclusion of a maintenance agreement for the OST112 network

On January 25 ™, 2016, an agreement was concluded between Atende and t he Polish Police Headquarters for the implementation

of a cont r ac-warrdnty maintefiaRce ef DST112 network devices & purchase of SMARTnet maintenance service as part

of the task of purchase of technical s u p p @ oftthe fgeeemer® B PLUIN112.5 mdilkon. iTlee s 0 .
above services will be provided for a period of 3 years.

Atende constructed and implemented OST112 as a sub -contractor of ATM S.A. and, to date, has been providing maintenance
services for the technical infrastru cture of the National ICT Network built for the purposes of handling the 112 emergency
number. This project has been one of the biggest ICT projects in Poland during the recent years.

Changes in the composition of the Companydés Supervisory Board

On March 4 ™, 2016, Mi rosgaw Panek resigned fChainpersonhaed fronu lmscrhemlgershiparf thet h e
Supervisory Board of Atende S.A., effective as of March 6 th ' 2016. Appointment to a different position was stated as the reason
for the resignation.

Announcement of Atendedés new i2017 ategy for 2016

On March 4 ™, 2016, the Company announced a new development strategy for the next two years. Atende plans to continue its

development in the area of creation of new, innovative products and services, and al S0 assumes expansion to foreign markets.
Additionally, owing to its good financial position, the Company intends to actively seek to acquire new, promising companies.

The strategy is to be implemented through offering innovative technical solutions, improv ed utilisation of competences held,
intensified collaboration with subsidiaries and increased sales to selected market sectors, in particular to mobile
telecommunications operators and content delivery platforms, institutions and companies in the defence s ector, as well as to the
energy and financi al sectors. The full text of t he s twwa.btendeypl/ploa n
firmie/strategia__.

t he

The

Vi

be
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Registration of acquired shares i n Atende Medica
OnMarchl?th, 2016, the increase of the share capital in Atende Medica sp. z
the share capital of Atende Medica from 62.69% to 67.51%, was registered in the National Court Register. Atend e acquired a

total of 10,016 shares for the amount of PLN 500,800. The share capital was increased as a result of a resolution adopted on
December10 ™, 2015 by the shareholdersd meeting of Atende Medica.

Changes in the composition of (tsdiyBBoa@lompanyds Supervi

OnApril4 ™ 2016, the Companyods Supervisory Board, pursuant to provisions of
Articles of Association, appointed Michag Markowski as a member of the S
Changes in the composition o f the Companyds Management Board

on April 4 ™, 2016, the Companyds Supervisory Board di smissed Andrzej Sgodczyk

and from his function of Vice -President of the Management Board in relation to entrusting him with the function of the
Companyés director of the power industry devel opment department, and app
Atende S.A., to the function of Vice - President of the Management Board in charge of technical matters.

Adoption of are solution on distribution of profit for 2015

On May 11 ", 2016, the Ordinary General Meeting of the Company adopted a resolution on distribution of profit. Pursuant to the

resolution, the Ordinary General Meeting decided to allocate the amount of PLN 6,541, 801.92 from the Companyds ne
2015, amounting to PLN 9,888,675.67, to the payment of dividend, and t|
2015, amounting to PLN 3,346,873.75 dto the Companyds suppl ement ary hewalpeiof dvidlend perhi s means

one share is PLN 0.18.

In accordance with the resolution of the Ordinary General Meeting of the Company, the deadline to determine the right to
dividend is June 28 'h, 2016. The date of dividend payment was set for July 14 ‘h, 2016. The dividend covered all 36,343,344
shares of the Company.

Registration of acquired shares in Energy Data Lab

On August 2 ", 2016, the increase of the share capital of Energy Data Lab sp.
share capitaland votes at the sharehol ders6 meeting increased from 54.6% to 60
Register. The issue price of the shares acquired was PLN 0.5 million. The shares were acquired under an agreement concluded

on December 21 %, 2015.

Energy Data Lab specialises in advanced analysis of large amounts of data from different sources, i.e. in the Big Data

technology. Their business is focused on the energy sector, where the ¢
tools for raisin g customer loyalty, promoting energy efficiency, energy demand management and optimisation of sales

processes.

Conclusion of an agreement with the Departmental Centre for ICT Networks and Services Management, in
consortium with Comp

On November4 ™ 2016, t he consortium formed by Comp and Atende concluded a contrac

Si eci ami i Us gugami Teleinformatycznymi [ Department al Centre for 1 CT Net
of the environment dedicated to proces s classified information with another data processing center that is compatible with those

that already exist. The value of the contract is PLN 34.6 millillNn. Aten
14.5 million. The deadline for the or der is 12 months.

A2CC 6 anew company in the Atende Group

On January 24 ", 2017, the company A2 Customer Care sp. zZ 0.0. (AA2CCO) was
established under a company deed concluded on December 21 st 2016. The Issuer acq  uired 60% of shares representing 60% of

the share capital and votes at the shareholdersd6 meeting for an amount
performance of consulting tasks, implementation and development of IT products that improve th e management of custom
businesses based on advanced software. Owing to the investment in A2CC, the Atende Group expands its offer with forward -

looking and synergistic, niche services with the potential to expand overseas.
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2.6. Major equity investments and d eposits

In 2016, an equity investment in shares of Energy Data Lab sp. z 0.0. was made. As required by the commitments of December

21, 2015, in June 2016 Atende acquired the new shares with the issue value of PLN 0.5 million. The increase of the share

capital in EDL was registered with the National Court Register on August 2 nd 2016. Following the increase of the share capital,

At endeds share in the share capital and votes at the sharehol dersd meeti

In 2016, no equity depo  sits were made.
2.7. Credits and loans

Information on credit and loan agreements concluded and terminated in 2016

The company signed an annex to an overdraft facility agreement with Bank Zachodni WBK S.A., extending the repayment date
to July 31 St 2017. The ba se credit value did not change and amounts to PLN 6,000 thousand.

The company signed an annex to an overdraft facility agreement with mBank S.A. Pursuant to the annex, the base credit value

was increased from PLN 15,000 thousand to PLN 25,000 thousand, and the repayment date was extended to May 30 ‘h, 2018.

The company also received | oans from a financi al institution -tbrmml ongi ng
projects. These loans totalled PLN 8,405 thousand, of which PLN 2,164 thousand matures in 2018 and PLN 6,241 thousand T in

2019.

Atende Medica received a loan from a natural person in the total amount of PLN 60 thousand, maturing on April 16 " 2017.

No credit or loan agreement was terminated in 2016.

Detailed information about concl uded credit and loan agreements is provided in Note 26 to the consolidated financial statements
of the Atende Group for 2016.

Information on loans granted in 2016

In 2016, neither Atende nor the Group companies granted any loans to related entities.

2.8. Contin gent liabilities and contingent assetse, guarantees and sureties

Coll ater al established on the Groupds ass 31.12.2016 December 31 %, 2015
Collateral for bank credits 51,000 39,500
Collateral for lease agreements concluded 738 4,903
Collateral establi shed on the Groudptotal asset s 51,738 44,403

As at December 31 ', 2016:

The amount of PLN 51,000 thousand is made up of the following items:
(6] PLN 42,500 thousand & mortgage securing the debt due to a bank overdraft facility and investment loan tak en out by
Atende S.A. from mBank S.A;
(o] PLN 7,500 thousand i registered pledge on inventories under the bank overdraft facility extended by BZ WBK;
(6] PLN 1,000 thousand & collateral for a bank overdraft taken out by Sputnik Software sp. z 0.0.

The amount of PLN 738 thousand is made up of the following items:
(] PLN 137 thousand & hill of exchange liabilities securing debt due to lease agreements concluded by Atende S.A;;

(] PLN 601 thousand & hills of exchange securing debt due to lease agreements concluded by Spu tnik Software sp. z 0.0.

As at December 31 ', 2015:

The amount of PLN 39,500 thousand is made up of the following items:
(] PLN 31,500 thousand & mortgage securing the debt due to a bank overdraft facility and investment loan taken out by
Atende S.A. fromm Bank S.A.;
(o] PLN 7,500 thousand T registered pledge on inventories under the bank overdraft facility extended by BZ WBK;
(o] PLN 500 thousand & collateral for a bank overdraft taken out by Sputnik Software sp. z o.0.
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The amount of PLN 4,903 thousand is made up of the following items:
(o] PLN 3,961 thousand & bill of exchange liabilities securing debt due to lease agreements concluded by Atende S.A.;
(o] PLN 942 thousand & bills of exchange securing debt due to lease agreements concluded by Sputnik Software sp. z 0.0.

Guarantees and sureties granted 31.12.2016 December 31 *, 2015
Liabilities due to bank guarantees granted largely as a security for 13,380 12,549
performance of trade contracts
Surety for repayment of granted bank guarantees - 6,168
Total guarantees and sureties granted 13,380 18,717

As at December 31 _*', 2016:

The amount of PLN 13,380 thousand is made up of the following items:
(o] PLN 10,859 thousand & the value of tender guarantees and guarantees of proper contract performance, the guarantee
principal is Atende S.A,;
(o] PLN 2,028 thousand 3 the value of guarantees of proper contract performance and tender guarantees, the guarantee
principal is Sputnik Software sp. z 0.0.;
(o] PLN 493 thousand & the value of guarantees of proper contract performance, the guara ntee principal is Atende Medica
sp. z 0.0.

As at December 31 _*', 2015:

The amount of PLN 12,549 thousand is made up of the following items:
(o] PLN 10,687 thousand 0 the value of tender guarantees and guarantees of proper contract performance, the guarantee
principal is Atende S.A.;
(o] PLN 495 thousand & the value of tender guarantees and guarantees of proper contract performance, the guarantee
principal is Atende Medica sp. z 0.0.;
o PLN 1,367 thousand & contingent liabilities taken over from Sputnik Software sp. z 0.0., concerning primarily the
guarantee for removal of faults and defects and the guarantee of deposit payment;

PLN 6,168 thousand 3 bills of exchange liabilities of Atende S.A., securing the debt resulting from guarantees of proper contract
performanc e.

2.9. Related entity transactions

In 2016, there were no material transactions concluded in the Group between the related entities on non -market conditions.
Transactions with related entities were presented in detail in the separate financial statements of At ende S.A. for 2016.
2.10. Description of material risk factors and threats

Risk of the impact of economic situation in Poland

The situation of the Atende Group companies is strongly connected with the economic situation country - and worldwide. The
Group compan ies operate on the IT services market, the development of which to a large extent depends on the condition of

Polish enterprises. A possible slowdown in the rate of growth of gross domestic product may reduce the profitability of Polis h
enterprises and dep lete their budgets for investments, particularly in the information technology. Delays in announcing new

tenders may also result from political instability. In order to prevent this risk, the Issuer continues to monitor the demand for
the products and serv ices to respond flexibly to changing trends through the introduction of possible modifications to its

strategy. Additionally, it actively strives for long -term agreements, which naturally reduce the risk associated with deteriorating

economic conditions.

| nterest rate risk

Companies of the Group finance their operations, among others, with debt through loans and bank credits. Therefore, there is a
risk that the National Bank of Poland might change the interest rates, which affect the costs of credits grante d by commercial
banks. As at December 31 %, 2016, Atendeds liabilities arising from bank credits

compared to PLN 3,530 thousand as at the end of 2015, whereas for the Capital Group these liabilittes amounted to ,
respectively, PLN 13,387 thousand and PLN 5,878 thousand.

The Companyds exposure to the risk caused by interest rate fluctuati
overdrafts. Investment credit interest rate is based on the variable WI BOR 1M rate. In 2016, the average interest rate was
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2.57% (in 2015: 2.66%). In the case of an increase in average interest rates by 1%, the cost of credit in 2016 would increase
by PLN 18 thousand, and in the case of a fall o it would be lower by PLN 18 th ousand. Overdraft interest rate is based on the
variable WIBOR O/N or WIBOR 1M rate. In 2016, the average interest rate was 2.69% (in 2015: 2.74%).

Risk associated with changes in exchange rates

The Issuer is exposed to the risk of movements in currency ex change rates because, as part of its operations, it uses imported

ICT equipment. Equipment purchase costs depend on currency exchange rates in relation to PLN, in particular on USD and EUR

exchange rates. In order to reduce the risk, the Issuer uses curren cy risk hedging instruments, e.g. forward transactions. In

accordance with the Companyds policy, at l east 90% of currency transact
di versifies the exchange rate risk. I n et measulesrsesultenra&udstaotialireductmmofthet he abov e me
possi ble i mpact of adverse exchange rate changes on the |Issuerds finar

changes in foreign exchange rates.
Risk associated with strong competition

Polish | CT market is characterised by a strong competition and large variety of entities. There are large international
undertakings and big and medium -sized Polish companies operating throughout Poland, as well as small entities of local
significance. The competi  tion concerns not only a price offer, but also knowledge and acquired experience. Moreover, the ICT
sector is characterised by a high level of innovation which forces the Group companies to continually develop the existing
knowledge and improve the quality of the provided services. In order to operate efficiently on the market, the Companies of the
Group employ qualified staff, whereas many years of cooperation with the majority of large clients and niche specialisation
constitute a strong competitive advan tage.

Risk associated with technology changes in the sector

The ICT sector is characterised by a dynamic progress of technologies, which results in a relatively short life cycle of prod

and technological solutions. Therefore, there is a risk of new sol utions appearing on the market which will reduce the demand
for the products and services offered by the Issuer, and contribute to the drop in sales revenues. In order to prevent this r

the Issuer and its subsidiaries continue to monitor technological changes and test the possibilities of fast implementation of the
most recent technological solutions.

Risk associated with seasonality of sales

ucts

isk,

The seasonality of sales is a characteristic feature of the ICT sector in which the Group companies operate. The fourth quarter of

the calendar year is the main period of increased revenue. It is caused by increased expenditure of enterprises and public

institutions on modernisation and extension of technological infrastructure during this period. The Group companie s endeavour

to minimise seasonality and hence even out the level of revenue in individual periods of the calendar year by concluding long
term maintenance and service agreements and through unique products and services introduced into its offer.

Risk assoc iated with obtaining new contracts

The ICT sector is characterised by the fact that the orders which are the sources of revenue for the Group companies are

decided upon mainly in the form of tenders. There is, however, no certainty that in the future the G roup companies will be able

to acquire new orders, the implementation of which will provide a satisfactory level of income and margins. The aforementione

risk may be mitigated by such factors as the recognisable brand and the strong market position of the Atende Group, supported

by many years of experience. Additionally, the Group companies are focused on developing innovative solutions that help gain
competitive advantage, which translates into an effective acquisition of new contracts.

Risk associated with launching new services

The Group companies operate on an extremely demanding market of IT services, which involves frequent launching of new

products and services. There is a risk that due to the price or level of technological advancement, some of th e introduced

services will not find enough buyers among the potential customers. Failure to realise the assumed sales objectives may

deteriorate the Groupods financi al results and make the retur n abilty
of the Groupob6s operations. This risk is mi ni mi sed through <conti

products and services offered by the Issuer and the monitoring of foreign markets in terms of new technological solutions.

Risk of default of business partners

The Groupds activity is characterised by a moderate | evel of thatank

investn
nuous C

of def

increase in outstanding receivables may impair tboe Gowmpprdised i niamici at hips

applying appropriate provisions in the concluded agreements and through a careful selection of business partners.
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Risk of loss of key employees

Key employees and management staff constitute a valuable asset of the Atende Gro up companies. The potential loss of such
employees could have negative impact on relationships with important customers and could cause delays in implemented

deployment and development projects. It would also necessitate hiring new employees. Employment of new experts would
involve a long recruitment process and training the newly hired persons, which would delay the deadlines for achieving the

expected efficiency. The Group companies mitigate the risk of losing key employees through different motivational activities,
including creating good working environment and adjusting payment conditions to market reality.

(Al amounts are presented in PLN thousands, unless specified otherwise) \28
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3. Financial standing of the Capital Group

3.1. Income statement

In the opinion of the Management Board, the Atende Group achieved very good results, esp ecially in the context of a downturn
in some sectors of the economy. In 2016, the reorganisation of the economy continued and the uncertainties in the domestic
market, related to that reorganisation, had a negative impact on the activity of customers in th e area of investments, including
IT investments. In addition, the organisation of new tenders utilising funds from the new financial perspective of the EU was
stopped. However, the Group managed to compensate for lower profits on sales to the public sector with higher sales to the
telecommunications and media sector, and with sales of own, high -margin services.
Consolidated revenue decreased as compared to the corresponding period of the previous year by 19% and amounted to PLN
211,101 thousand. The decline was caused primarily by a stagnation in the public secto
to the public sector clients was lower by PLN 60 million than the revenue earned in 2015.
Despite lower sales, gross profit on sales was higher by 11% than in the previous year. An increase in general and
administrative costs, related to the strengthening of sales andwagt echni ca
lower, in terms of value, than the increase in gross profit on sales. Owing to t he above, operating profit was higher than in the
previous year by 7% (increase from PLN 13,626 thousand to PLN 14,586 thousand). The impact of financing activities on gross
and net profit in 2016 was at a level recorded in 2015. As a result, gross profit increased by 8% y/y to PLN 13,206 thousand,
and net profit T by PLN 13% to PLN 10,593 thousand.
In the 4 ™ quarter of 2016, revenue at the level similar to the one recorded in the corresponding period of the previous year
(increase by 1% to PLN 76,137 thou sand) allowed for the generation of gross profit on sales of PLN 24,293 thousand, which
represents an increase by 9% y/y. General and administrative costs, higher than in the 4 ™ quarter of 2015, affected the level of
operating profit (by 17% to PLN 8,225 thousand), gross profit (by 16% to PLN 10,099 thousand) and net profit (by 12% to PLN
6,353 thousand). The share of the 4 " quarter in annual results is significant and follows from the seasonal nature of activities in
the market for ICT systems integratio n. Revenue earned in the 4 ™ quarter of 2016 accounted for 36% of the annual amount,
gross profit on sales T for 35%, operating profit i for 56% and net profit 7 for 60% of the annual amount.
Selected financial data T ol 20?27;(?]?5 4" quarter 4" quarter fﬁr,] anug;te?
of the Atende Capital Group of 2016 of 2015 ()]//y
Sales revenue 211,101 259,701 (19)% 76,137 75,045 1%
Costs of sales 141,742 197,190 (28)% 51,844 52,849 (2)%
Gross profit (loss) on sales 69,359 62,511 11% 24,293 22,196 9%
Other operating revenue 2,477 4,188 (41)% (245) 1,729 -
General and administrative costs 56,156 50,105 12% 16,410 12,648 30%
Other operating expenses 1,094 2,968 (63)% (587) 1,385 -
Operating profit (loss) 14,586 13,626 7% 8,225 9,892 (17)%
Financ ial income 657 212 210% 458 (462) -
Financial expenses 2,036 1,608 27% 732 (5) -
EBITDA 21,134 19,864 6% 10,099 11,351 (11)%
Profit (loss) before tax 13,206 12,230 8% 7,950 9,435 (16)%
Income tax 3,055 2,764 11% 1,663 2,259 (26)%
Net profit (loss) 2 10,593 9,402 13% 6,353 7,211 (12)%
! Restated data. The restatement of comparative data is described in the consolidated financial statements of Atende S.A. for 2 016.
2 Net profit of the parent entity.
Capital Groupbs sales by market segments
At the begi nning of 2016, a division into two operating segments was introduced in the Atende Group: integration of ICT
systems at Atende and integration of ICT systems at subsidiaries. In 2015, there were three segments: integration of ICT
systems at Atende, integra  tion of technological infrastructure and integration of ICT systems at subsidiaries. In 2015, the
Management Board made organisational changes related to merging Atendeo
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\29



The Management Board report on the activities AT E N D E

of the Atende Capital Group and Atende S.A. in 2016

phenomenon of convergence of products within ICT infrastructure integration and technical infrastructure integration (data
centres equipment).

Consolidated sales by market segment ! 2016 2015 Change
Atende ICT systems integration
Sales revenue 168,495 223,330 (25)%
Sales margin 2 51,585 50,075 3%
Sales margin in % 30.6% 22.4% 8.2 p.p.
EBITDA 13,513 14,389 (6)%
Subsidiaries ICT systems integration
Sales revenue 42,846 40,565 6%
Sales margin 2 34,035 26,407 29%
Sales margin in % 79.4% 65.1% 14.3 p.p.
EBITDA 6,556 5,121 28%

* exclu ding consolidation exclusions and other revenue
2Sales margin = Sales revenue i Variable selling costs

In the Atende ICT systems integration segment, sales revenue earned in 2016 was lower by 25% yly, primarily due to the fact

that sales to public sector customers was significantly lower than in the previous year (by PLN 60 million). Despite lower
revenue, the margin on sales was higher by 3%. The Company managed to compensate for a significant decline in margins
earned in the public sector with higher sa les to the telecommunications sector clients. Costs, which were higher in 2016 than in
the previous year, had a negative impact on EBITDA which decreased by 6% yly.

I'n turn, the subsidiaries I CT systems integrati o6nSalesagyeneerintréased pyé% f or manc e
yly, sales margin 7 by 29% and EBITDA i by 28%. A significant improvement in EBITDA was generated despite an increase in
costs related to the increased scale of the Group <compaonioferesditsadper ati on

Energy Data Lab on January 1 ', 2016.

Atende and subsidiaries have made a considerable effort in 2016, trying to compensate for the absence of revenue from

suspended EU -financed projects with the provision of own services. This objective has largely been fulfilled, which is reflected in
the level of margins earned in relation to the revenue. It is worth noting that in 2016 the average margin in the parent comp any
increased on a year on year basis from 22.4% to 30.6%, and in the subsidiarie s & from 65.1% to 79.4%. This should be seen

as a great success and confirmation of the ability to deal with a more challenging market situation.
Gross profit evolution

Gross profit on sales earned by the Atende Group in 2016 was higher than in the previou s year by PLN 6,848 thousand, despite
lower sales revenue. The gross profit margin on sales increased from 24.1% in 2015 to 32.9%, as a result of increased sales o f
high -margin own services.
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Consolidated gross profit evolution

163
6,848
-6,051 17
Gross Gross profit Other operating General and Result Gross
profit on sales revenue/expenses administrative on financial profit
in 2015 costs activity in 2016

In 2016, the result on other operating activities (difference between other operating revenue and operating expenses) was

higher than in 2015 by PLN 163 thousand (PLN 1,383 thousand vs PLN 1,220 thousand). In 2016, other operating revenue
decreased by PLN 1,711 thousand, mainly due to a decrease in government grants by PLN 901 thousand and decrease in
revenue from the reversal of impairment wri te-downs on assets by PLN 662 thousand. Other operating expenses also declined
in 2016 (by PLN 1,874 thousand), mainly as a result of lower costs related to the recognition of provisions (by PLN 1,252
thousand) and lower costs related to the liquidation of non -current assets (by PLN 271 thousand).

In the reported period, general and administrative costs increased by PLN 6,051 thousand as compared to 2015 (PLN 56,156

thousand vs PLN 50,105 thousand). This increase results primarily from the extension of sale s structures in Atende and Sputnik
Software (following the takeover of a part of business from Signity S.A.) and commencement of consolidation of Energy Data

Labdéds results.

The result on financing activities, which was higher in 2016 than in the previous y ear by PLN 17 thousand, was neutral to the
change in year -on-year change in gross profit in 2016. In the reported period, the increase in financial expenses by PLN 428
thousand was recorded primarily wunder fisur pl us iaoificomE Xy PLN 445 éheusand a n d

resulted from a year -on-year increase in interest income and financial instrument valuation.
Results of subsidiaries

The combined impact of subsidiaries on the consolidated profits at operating, gross and net levels achieved in 2016 was
positive. Among subsidiaries, Atende Software and Sputnik Software had a significantly positive impact on the results, Atende
Medica, Energy Data Lab and Phoenix Systems had a negative impact, while the impact of other companies was neutral.

Percentage Sales revenue Net profit (loss)
of shares
held * 2016 2015 2016 2015
Atende Software 100% 21,463 16,894 4,062 2,030
Sputnik Software 60% 15,110 13,059 887 719
Atende Medica 67.51% 1,796 5,329 (1,274) (1,173)
Phoenix Systems 51% 1,154 1,6 52 (260) 288
OmniChip 55% 1,188 1,782 8 59
TrustIT 100% 1,807 1,629 74 69
Energy Data Lab 60% 328 479 (650) 17)

' as at December 31 ', 2016

(Al amounts are presented in PLN thousands, unless specified otherwise) \31



The Management Board report on the activities AT E N D E

of the Atende Capital Group and Atende S.A. in 2016

In 2016, Atende Software recorded a significant increase in sales revenue (by 27% yly) and net profit (by 100 % yly) mainly
owing to a dynamic growth in activities related to online distribution of multimedia content. Sales of solutions related to s mart
metering of power grids generated lower revenue than in the previous year, due to limited orders from companies partially

owned by the State Treasury. These limitations also had a negative impact on operating results of Energy Data Lab.

Sputnik Software and Atende Medica, companies operating in the public sector, were affected by the delays in organising

tenders fro m the new financial perspective of the EU, as observed since the second half of 2015. Sputnik Software recorded an

increase in sales by 16% y/y despite the absence of new projects for local government units. This increase was achieved owing

to the acquisit ion of proprietary copyrights in and to the software dedicated to local government units from Sygnity S.A. in mid -

2015. Atende Medica was much more affected by the absence of tenders.

than in the same period of the previous year. Atende Medica significantly intensified sales of subscription services in 2016.
However, margins earned from these sales have not yet covered the operating expenses.

In 2016, Phoenix Systems and OmniChip conducted intensive developme nt works related to the development of smart metering
devices (Phoneix Systems) and proprietary integrated circuit (OmniChip). This had an adverse impact on their results in 2016.
TrustIT recorded a moderate growth in the reported period.

3.2. Atypical factors and events affecting the performance
Atypical factors and events which affected the Groupbs performance i
public sector, caused primarily by delays in provision of EU funds, and limited orders from t he energy sector.
It is impossible to quantify the negative i mpact of Howeverethisfingpactior s on

certainly significant.

3.3. Statement of financial position

ASSETS 31.12.2016 % 31.12.2015 * %

Non -current assets 76,262 43% 74,943 37%
Tangible fixed assets 22,692 13% 23,909 12%
Intangible assets 24,773 14% 21,495 11%
Goodwill 11,921 7% 10,986 5%
Other financial assets 58 0% 1,486 1%
Assets from contracts with customers 3,466 2% 104 0%
Financial assets availab le for sale 80 0% 80 0%
Deferred income tax assets 1,705 1% 3,262 2%
Other non -current assets 11,567 7% 13,621 7%

Current assets 99,910 57% 125,013 63%
Inventories 7,625 4% 6,965 3%
Assets from contracts with customers 3,128 2% 882 0%
Trade receivabl es 61,426 35% 53,145 27%
Current income tax receivables 438 0% 227 0%
Other receivables 1,204 1% 325 0%
Other financial assets - 0% 62 0%
Prepayments 10,219 6% 11,036 6%
Cash and cash equivalents 15,870 9% 52,371 26%

TOTAL ASSETS 176,172 100% 199,95 6 100%

! Restated data. The restatement of comparative data is described in the consolidated financial statements of Atende S.A. for 2 016.
As at December 31 !, 20186, total assets of the Atende Group amounted to PLN 176,172 thousand which represents a de crease
as compared to the balance as at December 31 st 2015, when total assets amounted to PLN 199,956 thousand.

As at December 31 ', 2016, t he courent psSets amonnted to PLN 76,262 thousand, as compared to PLN 74,943
thousand as at December 3 1t 2015. They accounted for, respectively, 43% and 37% total assets.

(All amounts are presented in PLN thousands, unless specified otherwise) \32
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As at December 31 2016, t he Groupds current assets amounted t o PLN 99,910 t
thousand as at December 31 st 2015. They accounted for, respectively, 5 7% and 63% total assets. The decrease in current

assets recorded in the recent year resulted from a lower balance of cash and cash equivalents as at the end of 2016 which was

caused by the receipt of a high, one -off payment from a customer at the end of 20 15, related to the implementation of a

contract for the Ministry of Defence (with the gross value of PLN 66.4 million).

LIABILITIES 31.12.2016 % 31.12.2015 ‘! %
Equity 74,740 42% 70,754 35%
Parent undertaking sharehol der: 65,656 37% 61,540 31%
Minority interest 9,084 5% 9,213 5%
Share capital 7,269 4% 7,269 4%
Supplementary capital from share premium 14,753 8% 14,753 7%
Other capital 34,452 20% 30,256 15%
Retained financial result (1,411) 1)% (139) 0%
Financial result for the current peri od 10,593 6% 9,402 5%
Long -term liabilities 24,568 14% 22,194 11%
Credits and loans 6,030 3% 2,824 1%
Other financial liabilities 1,543 1% 1,311 1%
Liabilities from contracts with customers 14,202 8% 16,511 8%
Other long -term liabilities 7 0% 31 0%
Provision for deferred income tax 768 0% 619 0%
Deferred income 1,316 1% 203 0%
Provision for pensions and similar benefits 702 0% 695 0%
Short -term liabilities 76,865 44% 107,008 54%
Credits and loans 7,357 4% 3,054 2%
Other financial liabilities 1,299 1% 1,536 1%
Liabilities from contracts with customers 14,248 8% 15,746 8%
Trade liabilities 32,583 18% 47,372 24%
Current income tax liabilities 412 0% 3,738 2%
Other liabilities 16,513 9% 33,080 17%
Deferred income 4,403 2% 2,432 1%
Provision for pensions and similar benefits 50 0% 50 0%
TOTAL EQUITY AND LIABILITIES 176,172 100% 199,956 100%
! Restated data. The restatement of comparative data is described in the consolidated financial statements of Atende S.A. for 2 016.

As at the end of 2016, the Atende Groupod6s equity amounted to PLN 74,7 HOPLN70, 4 sand, ar
thousand. It accounted for, respectively, 42% and 35% of total equity and liabilities of the company.

As at December 31 ¥, 2016, t he Gtermlig ldlifes anmuned to PLN 24,568 thousand, as compared to PLN 22,194

thousand in the previous year (increase by PLN 2,374 thousand), representing T respectively T 14% and 11% of the Compa
equity and liabilities. The following changes took place within | ong -term liabilities: credits and loans increased by PLN 3,206

thousand (related to the receipt of loans for the financing of long -term projects from a financial institution belonging to a

supplierds capital group), def er r ed housandoame liabilittes froenacengattts oith cuRdmdrs 1, 113 t
decreased by PLN 2,309 thousand (this results from the settlement of contracts with customers, related to the implementation

of IFRS 15). In 2016, other components of long -term liabilities were at a lev el similar to the one recorded in the previous year.

As at December 31 S, 2016, t h e Gqtearulipbdities asnbuotedtto PLN 76,865 thousand, as compared to PLN 107,008

thousand in the previous year (decrease by PLN 30,143 thousand), representing T respectively 1 44% and 54% of the
Companyés equity and | i abi | i-teimdiabilitiesTrh2616 cegults prenardydron andeckné ia trade liabilities

by PLN 14,789 thousand, in other liabilities by PLN 16,567 thousand and in current incom e tax liabilities (by PLN 3,326

thousand). In 2016, short -term credits and loans increased by PLN 4,303 thousand (related to the receipt of loans for the

financing of long -t er m projects from a financial instituti on ahdedeferreg income t o a su
increased by PLN 1,971 thousand. Changes in other components of short -term liabilities were insignificant.
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3.4. Cash flow statement

In 2016, the Group recorded negative cash flows from operating activities in the amount of PLN 30,014 thousan d, as compared
to positive cash flows of PLN 48,358 thousand in the previous year. This results primarily from an increase in receivables by PLN
14,876 thousand and decrease in liabilities and provisions by PLN 32,521 thousand.

In 2016 and 2015, cash flows from investing activities were negative and amounted to, respectively, PLN 5,676 thousand and
PLN 7,878 thousand. The improvement in cash flows from investing activities results from the decrease in outflows on financia |
assets by PLN 2,322 thousand in 20 16.

In 2016, cash flows from financing activities amounted to PLN -811 thousand, as compared to PLN -6,461 thousand in the
previous year. The increase in cash flows from financing activities resulted primarily from credits and loans (PLN 9,797

thousand). H owever, lower inflows were received from grants (by PLN 1,281 thousand) and other financial inflows (by PLN

1,481 thousand). Higher outflows result from higher dividend paid in 2016 (PLN 6,544 thousand vs PLN 5,452 thousand in

2015).

3.5. Ratio analysis

Selecte d financial ratios of the Atende Group 2016 2015 2014

Return on sales of products, goods and materials

0, 0, 0,
(profit or loss on sales/sales revenue)*100 S 24.1% 26.7%
ROE i return on equity o 0 o
(net profit or loss/average balance of equity)*100 e 13.3% 12.1%
Overall debt ratio
0, 0, 0,
(total liabilities/total assets)*100 S 64.6% 57.6%
Current ratio
(current assets/short  -term liabilities) = 1.2 1.2
Return on sales of products, goods and materials
In 2016, the ratio of return on sales of products, goods a nd materials reached 32.9%, which represents an increase by 8.8 p.p.
as compared to 2015, when the ratio of return on sales of products, goods and materials amounted to 24.1%. This ratio
improved due to the fact that the Group increased the share of sales of own services and products, characterised by higher

profitability, in 2016.

Return on equity i ROE

In 2016, the return on the Capital Groupbs equity amounted to 13.6% whioc
2014, when the return ratios amou nted to 13.3% and 12.1% respectively. The return ratio lies within the optimal requirements.

Overall debt ratio

In 20186, this ratio amounted to 57.6% and decreased by 7 p.p. as compared to 2015, when it amounted to 64.6%. Liabilities

account for approx. 2/ 3 of the Capital Groupbs assets. Among the Group companies,
external financing 1 primarily for the purposes of implementing sales projects. The value of the overall debt ratio lies within the
range of optimal valuest hat ensure smooth financing of the Capital GroupOs operatior

Current ratio

The current ratio reached 1.3 in 2016 which represents a slight increase as compared to the previous year, when it amounted t o]
1.2. This ratio lies within the optimal range which means that the Capital Group companies manage their financial liquidity in an
optimal manner.

3.6. Assessment of financial resources and financial risk management

The Group6s principal financi al instruments compr ionmitménts,cdshand shatti t s, fi nar
term deposits. The main purpose of these financi al instruments is to ra
uses other financial instruments, including trade receivables and liabilities, which arise directly in the course of its operations.
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The Group also carries out transactions involving derivatives, primarily forward contracts. The purpose of these transactions is

to manage the currency risk arising in the cour sesoucésitudeeltisGr 6 uapddhas act i vi t
been throughout the reporting period 0the Groupds policy that no trading in financial inst
The main risks arising from the Groupds financi al oieignscarrencymekrandsreditr e i nt er e
risk. The Management Board reviews and agrees on the policies for managing each of these risks. The policies are discussed in

the consolidated financial statements of the Atende Group for 2016. The Group also monitors the ma rket price risk arising from

all financial instruments.

I'n the opinion of the Management Board, the Groupds financi al redources
ensures timely meeting of payment obligations.

No threats t o liquitlitgha beeuigedtifed.
3.7. Fulfilment of performance forecasts

The Company did not publish any forecasts for 2016.
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4. Financial standing of Atende

4.1. Income statement

I'n the opinion of Atendebds Management Board, t h e espe@aflyainr thet centext efsaul t s achi
downturn in some sectors of the economy. In 2016, the reorganisation of the economy continued and the uncertainties in the

domestic market, related to that reorganisation, had a negative impact on the activity of customers in the area of investments,

including IT investments. In addition, the organisation of new tenders utilising funds from the new financial perspective of the

EU was stopped. However, the Company managed to compensate for lower profits on sales to the public sector with higher sales

to the telecommunications and media sector, and with sales of own, high -margin services.

Revenue decreased as compared to the corresponding period of the previous year by 24% and amounted to PLN 172,460
thousand. The decline resul  ts from the stagnation in the public sector, whereas in 2015, Atende earned record revenue from

this sector. I n 2016, Atendeds revenue from sales to the public sector
earned in 2015.

Despite lower sales , the Company managed to generate gross profit on sales at a level higher than the one recorded in the
previous year (increase by 5% y/y to PLN 43,825 thousand). However, an increase in general and administrative costs, related

to the strengthening of sale s and technical support forces and expansion of the offer, and decrease in other operating revenue
and an adverse impact on the operating profit (decrease by 3% y/y to PLN 10,333 thousand). In turn, a decrease in the result

on financing activities by PLN 1 ,495 thousand resulted in a decrease in gross and net profits in 2016, by 16% (to PLN 9,173
thousand) and 18% (to PLN 7,303 thousand) respectively.

In the 4 ™ quarter of 2016, revenue at a level similar to the one recorded in the previous year (increase by 1% to PLN 65,168
thousand) generated gross profit on sales at a level that was higher than the one recorded in the previous year (increase by 9%
yly to PLN 16,552 thousand). General and administrative costs, higher than in the 4 th quarter of 2015, and low  er other

operating revenue reduced the level of operating profit (by 13% to PLN 6,895 thousand), gross profit (by 11% to PLN 6,672
thousand) and net profit (by 9% to PLN 5,373 thousand).

Change 4th 4th Change o
th
2016 2015 * 20162201 quarter of quarter of u:rter
2016 2015 q
yly
Sales revenue 172,460 226,061 (24)% 65,168 64,571 1%
Costs of sales 128,635 184,373 (30)% 48,616 49,366 (2)%
Gross profit (loss) on sales 43,825 41,688 5% 16,552 15,205 9%
Other operating revenue 2,152 3,022 (29)% 713 1,299 (45)%
General and administrative costs 34,853 33,250 5% 10,044 8,437 19%
Other operating expenses 791 857 (8)% 326 165 98%
Operating profit (loss) 10,333 10,603 3)% 6,895 7,902 (13)%
Financial income 631 1,721 (63)% 465 -421 -
Financial expenses 1,791 1,386 29% 688 -2 -
EBITDA 14,578 14,746 (1)% 8,987 8,146 10%
Profit (loss) before tax 9,173 10,938 (16)% 6,672 7,483 (11)%
Income tax 1,870 1,988 (21)% 1,299 1,603 (19)%
Net profit (loss) 2 7,303 8,950 (18)% 5,373 5,880 (9)%
! Restated data. The restat  ement of comparative data is described in the separate financial statements of Atende S.A. for 2016.
2 Net profit is the same as net profit from continuing operations.
Gross profit evolution
Gross profit on sales earned by the Company in 2016 was higher th an in the previous year by PLN 2,137 thousand, despite
lower sales revenue. The gross profit margin on sales increased from 18.4% in 2015 to 25.4%, as a result of increased sales o f
high -margin own services. In 2016, sales of goods and materials characteri sed by higher profitability amounted to PLN 85,060

thousand, as compared to PLN 176,528 thousand in the previous year, while the sales of products and services increased from
PLN 49,533 thousand to PLN 87,400 thousand in 2016.
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Unconsolidated gross profit evolution

2,137 -804
-1,603
-1,495
Gross Gross profit Other operating General and Result Gross
profit on sales revenue/expenses administrative on financial profit
in 2015 costs activity in 2016

In 2016, the result on other operating activities (difference between other operating revenue and operating expenses) was

lower than in 2015 by PLN 804 thousand (PL N 1,361 thousand vs PLN 2,165 thousand). The difference results primarily from
other operating revenue from the reversal of impairment write -downs on assets and from the reversal of provisions which were
lower by, respectively, PLN 597 thousand and PLN 373 thousand in 2016. In 2016, other operating expenses were at a level
similar to the one recorded in the previous year T PLN 791 thousand and PLN 857 thousand respectively.

In the reported period, general and administrative costs increased by PLN 1,603 thou sand as compared to 2015 (PLN 34,853
thousand vs PLN 33,250 thousand). This increase results from reinforced sales structures and increased expenditure on
marketing activities.

The gross profit for 2016 was adversely affected by the loss on financing activ ities which amounted to PLN 1,160 thousand,

while in the previous year the Company earned profit on financing activities in the amount of PLN 335 thousand. The decline i n
financial income by PLN 1,090 thousand in 2016 as compared to 2015 results primarily from lower dividends received by Atende

from its subsidiaries (PLN 0 in 2016 vs PLN 1,580 thousand in the previous year). A year -on-year increase was recorded for
interest income (by PLN 253 thousand) and valuation of financial instruments (by PLN 251 thou sand). An increase in financial
expenses by PLN 405 thousand results from an increase in the surplus of FX losses by PLN 749 thousand, recorded in 2016. In

2016, the Company did not incur any costs from the valuation of financial instruments, whereas in 20 15 these costs decreased
the Companydés financi al result by PLN 383 thousand.

4.1. Atypical factors and events affecting the performance

Atypical factors and events which affected the Companyds perfornance
public sector, caused primarily by delays in provision of EU funds, and limited orders from the energy sector.

It is impossible to quantify the negative i mpact of t Hosever thisampdctdsr s on
certainly sig nificant.

4.2. Statement of financial position

As at December 31 ¥, 2016, total assets of the Company amounted to PLN 145,974 thousand which represents a decrease as
compared to the balance as at December 31 st 2015, when total assets amounted to PLN 175,766 th ousand.

As at December 31 %, 2016, t he Co-mprenhagséts amoumted to PLN 62,757 thousand, as compared to PLN 65,641
thousand as at December 31 %', 2015. They accounted for, respectively, 43% and 37% total assets.

(Al amounts are presented in PLN thousands, unless specified otherwise) \37



The Management Board report on the activities AT E N D E

of the Atende Capital Group and Atende S.A. in 2016

ASSETS 31.12.2016 % 31.12.2015 * %

Non -current assets 62,757 43% 65,641 37%
Tangible fixed assets 18,645 13% 20,287 12%
Intangible assets 5,760 4% 7,281 4%
Investments in subordinated entities 21,735 15% 21,185 12%
Financial assets available for sale 80 0% 80 0%
Deferred income ta  x assets 1,543 1% 3,115 2%
Assets from contracts with customers 3,466 0% 104 0%
Other non -current assets 11,528 8% 13,589 8%

Current assets 83,217 57% 110,125 63%
Inventories 7,368 5% 6,636 4%
Assets from contracts with customers 3,128 2% 882 1%
Trad e receivables 53,086 36% 44,153 25%
Other receivables 513 0% 136 0%
Prepayments 9,212 6% 9,904 6%
Cash and cash equivalents 9,910 7% 48,414 28%

TOTAL ASSETS 145,974 100% 175,766 100%

! Restated data. The restatement of comparative data is described in the separate financial statements of Atende S.A. for 2016.

As at December 31 ¥, 2016, the Companyds current assets amounted to PLN 83,
thousand as at December 31 st 2015. They accounted for, respectively, 57% and 63% total assets. The decrease in current

assets recorded in the recent year resulted from a lower balance of cash and cash equivalents as at the end of 2016 which was

caused by the receipt of a high, one -off payment from a customer at the end of 2015, re lated to the implementation of a

contract for the Ministry of Defence (with the gross value of PLN 66.4 million).

EQUITY AND LIABILITIES 31.12.2016 % 31.12.2015 1! %
Equity 58,210 40% 57,448 33%
Share capital 7,269 5% 7,269 4%
Supplementary capital from share premium 14,753 10% 14,753 8%
Other capital 30,517 21% 27,170 15%
Retained earnings (1,632) (1)% (695) 0%
Financial result for the current period 7,303 5% 8,950 5%
Long -term liabilities 21,179 15% 20,355 12%
Credits and loans 6,030 4% 2,824 2%
Other financial liabilities 470 0% 381 0%
Provision for pensions and similar benefits 612 0% 612 0%
Other long -term liabilities 5 0% 27 0%
Liabilities from contracts with customers 14,062 10% 16,511 9%
Short -term liabilities 66,585 46% 97,964 56%
Credits and loans 4,209 3% 706 0%
Other financial liabilities 494 0% 641 0%
Liabilities from contracts with customers 14,092 10% 15,651 9%
Trade liabilities 30,282 21% 45,479 26%
Provision for pensions and similar benefits 50 0% 50 0%
Current income tax |  iabilities 298 0% 3,350 2%
Other liabilities 13,489 9% 29,964 17%
Deferred income 3,671 3% 2,122 1%
TOTAL EQUITY AND LIABILITIES 145,974 100% 175,766 100%
! Restated data. The restatement of comparative data is described in the separate financial stat ements of Atende S.A. for 2016.
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As at the end of 2016, the Atendebd6s equity amounted to PbRLN®SB442 10 ¢t hou
thousand. It accounted for, respectively, 40% and 33% of total equity and liabilities of the Company.

As at December 31 S, 2016, t he Co ngnaliahiliies amountedgto PLN 21,179 thousand, as compared to PLN 20,355

thousand in the previous year (increase by PLN 824 thousand), representing i respectively ¥ 15% and 12% of the Compa
equity and liab ilities. The following changes took place within long -term liabilities: credits and loans increased by PLN 3,206

thousand (related to the receipt of loans for the financing of long -term projects from a financial institution belonging to a

suppl i er &dgroum and liabilies from contracts with customers decreased by PLN 2,449 thousand (this results from the

settlement of contracts with customers, related to the implementation of IFRS 15). In 2016, other components of long -term

liabilities were at ale  vel similar to the one recorded in the previous year.

As at December 31 ¥, 2016, t h e Co mterm fiapil@ies armoanted to PLN 66,585 thousand, as compared to PLN 97,964

thousand in the previous year (decrease by PLN 31,379 thousand), representing T respectively 1 46% and 56% of the
Companyés equity and | i abi | i-teimdiabilitiesTnh2616 bsults prenardydroni andeckné ia trate liabilities

by PLN 15,197 thousand, in other liabilities by PLN 16,475 thousand (the difference re sults mainly from VAT liabilities which

were higher at the end of 2015) and in current income tax liabilities by PLN 3,052 thousand. In 2016, short -term credits and

loans increased by PLN 3,503 thousand (related to the receipt of loans for the financing of long -term projects from a financial
institution belonging to a supplierds capital group) and deferred incor

components of short  -term liabilities were insignificant.
4.3. Cash flow statement

In 2016, the Compan y recorded negative cash flows from operating activities in the amount of PLN 35,904 thousand, as
compared to positive cash flows of PLN 47,023 thousand in the previous year. This results primarily from an increase in
receivables by PLN 14,859 thousand and decrease in liabilities and provisions by PLN 33,430 thousand.

In 2016 and 2015, cash flows from investing activities were negative and amounted to, respectively, PLN 1,792 thousand and

PLN 1,707 thousand. In 2016, inflows from investing activities were | ower than in the previous year, primarily due to the
absence of dividends from subsidiaries, whereas in 2015 they generated inflows in the amount of PLN 1,580 thousand.
Expenditure on financial assets incurred in 2016 were lower than the expenditure incurr ed in the previous year by PLN 1,544
thousand.

In 2016, cash flows from financing activities amounted to PLN -808 thousand, as compared to PLN -6,031 thousand in the
previous year. The increase in cash flows from financing activities resulted primarily fro m credits and loans (PLN 8,405
thousand). However, lower inflows were received from other financial inflows (by PLN 2,083 thousand). Higher outflows result

from higher dividend paid in 2016 (PLN 6,542 thousand vs PLN 5,452 thousand in 2015).

4.4. Ratio analysis

Selected financial ratios of Atende 2016 2015 2014

Return on sales of products, goods and materials

0, 0, 0,
(profit or loss on sales/sales revenue)*100 Zaatn 18.4% 21.1%
ROE i return on equity o o 5
(net profit or loss/average balance of equity)*100 Hzgee 15.6% 9.6%
Overall debt ratio
0, 0, 0,
(total liabilities/total assets)*100 60.1% 67.3% 63.7%
Current ratio
(current assets/short  -term liabilities) = 11 11
Return on sales of products, goods and materials
In 2016, the ratio of return on sales of products, goods and m aterials reached 25.4%, which represents an increase by 7.0 p.p.
as compared to 2015, when the ratio of return on sales of products, goods and materials amounted to 18.4%. This ratio
improved due to the fact that Atende increased the share of sales of own services and products, characterised by higher

profitability, in 2016.

Return on equity T ROE
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In 2016, the return on Atendeds equity reached 12. 5%, as compared to 15.
the optimal requirements.
Overall de Dbt ratio

In 20186, this ratio amounted to 60.1% and decreased by 7.2 p.p. as compared to 2015, when it amounted to 67.3%. Liabilities

account for approx. 2/ 3 of Atendeods as 9 etinmrily fok the purppases of Smplementingtsalr naés f i nanc
projects. The value of the overall debt ratio lies within the range of optimal values that ensure smooth financing of the

Companydés operations.

Current ratio

The current ratio reached 1.3 in 2016 which represents a slight increase as compared to the pre vious year, when it amounted to
1.1. This ratio lies within the optimal range which means that the Company manages its financial liquidity in an optimal mann er.

4.5. Assessment of financial resources and financial risk management

The Company®6s pr iarnnstiupeats comhprise dank ¢redits, finance leases, hire purchase commitments, cash and

short-t erm deposits. The main purpose of these financi al instruments is t
Company also uses other financial instruments , including trade receivables and liabilities, which arise directly in the course of its

operations.

The Company also carries out transactions involving derivatives, primarily forward contracts. The purpose of these transactio ns

is to manage the currency r isk arising in the course of the Company6s activd and and fr
has been throughout the reporting period 6the Companyds policy that no trading in financi al
The main risks arisngfro m t he Companyo6s financi al instruments are interest rate ri

credit risk. The Management Board reviews and agrees on the policies for managing each of these risks. The policies are
discussed in the separate financ ial statements of Atende S.A. for 2016. The Company also monitors the market price risk arising
from all financial instruments.

I'n the opinion of the Management Board, the Companyds financial resour ce
and ensures timely meeting of payment obligations.

No threats to the Companyés | iquidity have been identified.
4.6. Fulfilment of performance forecasts

The Company did not publish any forecasts for 2016.
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5. Growth prospects

5.1. Strategy and directions of development

In March 2016, the Company adopted a new Development strategy for the years 2016 1 2017. In accordance with the strategy,
Atende plans to continue its development in accordance with the
respecting such p ermanent values as: technological advantage, the highest quality, business ethics and passion. The strategic

objectives are as follows:
(o] maintenance of the leading position in main fields of expertise while developing new business lines;
(o] expansion to foreig n markets;
(o] supporting the growth with acquisitions of other companies;
(o] maintenance of a stable dividend policy.

The Atende Group intends to achieve these goals by:
(o] offering cutting  -edge technical solutions;
0 utilising its own, unique skills;
(o] intensifying ¢ ooperation with subsidiaries;
(o] carrying out sustainable sales in all sectors of the market.

At present, Atende cooperates with global technology leaders , including Cisco Systems, EMC Corporation, VCE, Vmware,
Hitachi Data Systems, Hewlett Packard Enterpris e, IBM, APC by Schneider Electric, Lenovo, Microsoft and Oracle. The

Compan)

Companyés role within this cooperation is not to be their retapliégder or di

by these companies into integrated systems supporting th e customersd6 operations.

As a Group, we have experience in the implementation of vast, complex infrastructural projects and in the deployment of
integrated IT solutions. In the nearest future, we will focus on those undertakings where the quality of produc ts, project
management, timeliness of execution and reliability are the most desirable values.

The Company intends to utilise its own unique services and products in the area of manufacturing systems for mobile
telecommunications (packet backbones, radio a ccess networks, PCRF systems i used to managetheend -subscri bersd
the operatorés services), c¢cloud computing platforms, data center i

One of the strategic goals is also an increased cooperation wit h subsidiaries . Atende Software intends to develop the
redCDN system 1 an online content distribution service, based on a proprietary software and own hardware and system
architecture 7 and services ensuring ICT security, through the development of the Cri tical Infrastructure ICT Security System or
a system for combating DDoS (Distributed Denial of Service) attacks.

The Atende Group also plans to increase its activities in the area of modern solutions for the energy sector. Solutions of 5 Group
companies: A tende, Atende Software, Phoenix Systems, OmniChip and Energy Data Lab form together a unique, comprehensive

offer for, among others, smart grids, including a new generation of equipment with low -level software and an advanced system

for gathering and proce  ssing measurement data, as well as multi -dimensional data analysis in the Big Data technology, focused

around profiling and segmentation of energy recipients for the purpose of managing energy consumption.

Development of solutions for public administration (Sputnik Software) or products and services for the healthcare sector
(Atende Medica) represent other significant factors of growth of t
Sustainable sales in all sectors of the market constitute an important element of the Strategy. However, the Group will

focus on industries to which its solutions and services fit best, i.e. to mobile telecommunications operators and content del ivery
platforms (e.g. cable and online television), institutions and companies in the defenc e sector, electricity distributors and the

financial sector.
5.2. Strategy implementation in 2016

In accordance with its Development strategy for the years 2016 12017, in 2016 the Atende Group undertook active efforts

aimed at utilising its potential and market opportunities to ensure more dynamic growth. However, external conditions were not

favourable. In 2016, the reorganisation of the economy continued and the uncertainties in the domestic market, related to tha t
reorganisation, had a negative impact on the a ctivity of customers in the area of investments, including IT investments. In

addition, the organisation of new tenders utilising funds from the new financial perspective of the EU was stopped.

In sectoral terms, the Group managed to expand its sales to mo bile telecommunications operators, content distribution
platforms and customers in the financial sector in 2016. Last year, we recorded a 20% increase in sales to mobile operators. In
the implementation of contracts for operators we use top -notch technical  solutions and unique competences. In turn, sales of

acces
nfrast

he Ate
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multimedia content distribution services carried out by Atende Software increased by 52% y/y. The Company successfully
launched this type of services for the first mobile operator in 2016, extending the online content distribution market.

Unfavorable conditions negatively affected sales to institutions and companies in the defence sector and to electricity

distributors. In the defence sector, we actively promote, apart from converged infrastructure projec ts, our solutions dedicated to

improving IT security of the State, which should bring results in future periods. The sector of electricity distributors, i.e

enterprises whose dominating shareholder is the State Treasury, as well as the public sector, has not provided enough orders to

ensure market growth. In 2016, revenue from the energy sub -sector dropped by 40% y/y. The | ssuerds
as soon as possible, a consistent and wide offer for the energy sector, using the full synergy of the Groupds companies. T

are indications that the implementation of the Strategy for Energy will bring more positive effects in 2017.

An important aspect of the Development strategy for the years 2016 12017 is the strengthening of cooperation with subsidi aries.
In 2016, operational activities were undertaken in the form of more intensive, structured exchange of information between

companies and cyclical Group meetings for the incubation of joint business ideas. In 2016, works on the development of

solution s that combine the experience and competences of individual Group companies into joint products were initiated. In

20186, joint sales initiatives were undertaken together with the Group companies, addressed primarily to the healthcare and

insurance markets.

Entering foreign markets is one of the components of the Strategy. The efforts are focused on the energy sector, to which the

Group can offer already developed products: a cutting -edge, scalable AMI (Advanced Measuring Infrastructure) system, own
implemen tations of PLC (Power Line Communication) protocols and already developed designs of hardware and system solutions

for the innovative architecture of smart electricity meters. Last year, an agreement with the largest manufacturer of electri city
meters in K azakhstan was signed. This manufacturer launches the production of smart, programmable energy meters, based on

a technology developed in the Atende Group. At present, the Group is also engaged in negotiations with other foreign

manufacturers of smart meter s who are interested in producing the meters based on designs and solutions developed by the

Group. Moreover, Atente participates, as a subcontractor, in a tender for the implementation of a smart metering system in on e
of the European Union countries.

The development of subscription services that generate predictable, usually high -margin revenue, was continued both in Atende
S.A. and in the Capital Group companies. Subscription services include outsourcing, Cloud Computing, maintenance and support

services . Over the last year, the Group increased its margins on the sales of subscription services by 47% yly, and they
amounted to PLN 38.6 million. This means that 50% of all overhead costs of the Group were covered. Our goal for the coming

years is to increase  the growth dynamics of sales of subscription services and their share in total sales of the Group.

In 2016, the Group developed its software -related competences. Atende strengthened the Software Development Department
to ensure further development of its proprietary software and development of new products in cooperation with other Group
companies. In 2016, works on the development of products that combine the experience and competences of individual
companies were initiated in the Group. At the moment, th e Atende Group employs more than 100 highly qualified software
developers and architects.

5.3. Expected development of the Capital Group

The following external factors may influence operations and financial results of the Issuer and its Capital Group in the upc oming
quarters:
(6] the pace of Polandds economic devel opment ;
stability of the domestic situation in the country;
the tendency of enterprises to invest in IT infrastructure development;
changes in the exchange rate of PLN in relation to EUR and USD;
the level of utilisation of EU funds by enterprises and other entities;
development of new technologies;
increased awareness of needs in the scope of IT;
improvement in economic situation abroad;
availability of credit facilities;
demand of the SME sector for advan ced IT tools.

OO0OO0OO0OO0OO0OO0OO0OOo

Internal factors important for the development of the Atende Group companies include:

(] the maximum use of the synergy effect between companies constituting the Group: Atende, Atende Software, Atende
Medica, Sputnik Software, Phoenix Systems, OmniChip, TrustIT, Energy Data Lab and A2 Customer Care;
dynamic increase in revenue from the services segment, including from the permanent (subscription) services
segment;
obtaining the highest partnership status with the largest hardware and software ma nufacturers;
expansion and strengthening of the customer base;
improvement of sales operations;
the level of diversification of trading partners.

o

O o0oo
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Apart from the factors listed above, no uncertain elements, demands, commitments or events are known which ma
material impact on the prospects of the Issuer and its Capital Group in a short -term perspective.

y have

The Companyds Management Board believes that the growth prospects f

strategy, the Group companies will intensify development of their services 0 especially in terms of subscription services
which have a major impact on the stabilisation of the financial situation of the Issuer and the Capital Group, and will also
to increase sales of software, innovative technical solutions and high -margin services.

5.4. Ability to fulfil investment plans

During the period covered by this report and until the date of this report, the Group companies implemented investment plans
in accordance with the adopted develop ment strategy. The Group companies financed their investments in fixed an intangible
assets mainly from their own resources as well as with the use of credits and lease agreements.

o]
seek

In 2017, the investment policy will be continued and financed from own reso urces. In addition, where needed, the Group

companies will use external financing.

(All amounts are presented in PLN thousands, unless specified otherwise)
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6. Atende S. A. 6s shares
6.1. Share prices
As of May 28 ™, 2012, the Companydés shares have been |isted on the main mark
continuous tradings ystem. Over the year, the price of AfremPiND6S assatitheendsf20l5hcr eased b
to PLN 3.78 as at the end of 2016. At the end of 2016, the Companyéds ¢
same period, the WIG index i ncreased by 11%. Taking into account the dividend paid, amounting to PLN 0.18 per share, the
tot al annual rate of return for Atendeds shareholders amounted to 47 %.
2016 Atendeod6s share price chart
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6.2. Shareholders
Notices provided in accordance with Article 69 of the Act of July 29 th 2005 on public offer (...) reveal that t he following
sharehol ders have at Il east 5% of the total number of votes at the Compan
Share in the number of
Number of shares  * votes at the General
Meeting *
Roman Szwed together with the r(ilated entity Spinoza 11,956,958 32.90%
Investments Sp. z 0.0. S.K.A.
Nationale -Nederlanden OFE (previously: ING OFE) 5,906,601 16.25%
PKO OFE 2,531,407 6.97%
Other 15,948,378 43.88%
Total 36,343,344 100%
' Figures as at the end of 2016. The structure and ownership of shares did not change in 2016 and in 2017 until the date of publication of this
report. The number of shares is equal to the number of votes at the general meeting. Percentage share of the aforementioned s hareholders in the
Companyo6s share capital cor r esgednthtsumbeoof voteeat theecGeneral Meeting.e s h
2Spinoza Investments Sp. z 0.0. S.K.A. is an entity controlled in 100%, directly and indirectly (through Spinoza Fundu sz I nwestycyjny Zamkni

Aktyw-w Niepublicznych), by Roman Szwed.

(Al amounts are presented in PLN thousands, unless specified otherwise)
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Shareholding structure as at the end of 2016 (shareholders having
more than 5% of the total number of votes at the general meeting of the Issuer).

6.3. Ownership of shares by managers and supervisors

The ownershipofthe | ssuer é6s shares by members of the Management Board and Superyv
of changes consistent with the Management Boardds knowledge has been pre

Number of Number of
shares presented shares as at the
. . Increases Decreases -
in the previous date of filing
annual repo rt* the report 2
Roman Szwed & President of the Management Board 3 11,956,958 - - 11,956,958
I wona B @& kMicg-&resident of the Management Board 0 - - 0
Jacek Forysiak & Vice-President of the Management ) ) ) 0
Board *
Szy mon St ®p\ce-&resident of the Management 0 ) ) 0
Board
Jacek Sz c zde Yiee P®sekident of the Management ) ) ) 0
Board
Patrycja Buchowicz & Chairperson of the Supervisory 0 ) ) 0
Board
Marek Dietl & Member of the Supervisory Board 0 - - -
Jan Madey & Member of the Supervisory Board 0 - - 0
Mi chagd Ma B kMemterkofthe Supervisory Board 5 0 - - 0
Monika Mi z i e |-Ch@Eelewska & Member of the 0 ) ) 0
Supervisory Board
* According to confirmations obtained on March 21 s, 2016.
2 According to confirmations obtained by March 21 s, 2017.
® Together with a related entity, Spinoza Investments Sp. 0.0. S.K.A. , Which is controlled in 100%, directly and indirectly (through Spinoza Fundusz
Il nwestycyjny Zamkninty Aktyw-w Niepublicznych), by Roman Szwed.

“Jacek Forysiak was appointed to the Co mprasidgnbostheNamagemennBoardincB o sharge of teahmicaMiattees, as
of April 4 ", 2016.
*Mi chag Markowski was appointed as a member™ 2016. t he Supervisory Board on April 4

Members of the Management Board and Supervisory Board hold no Company share options. None of the shareholders has
special controlling rights with regard to Atende S.A. The Company has no preference shares.

6.4. Dividend

The Atendeds goal is to build strong relations with sharehol dersofthrough
dividend recommended each year by the Management Board depends on Atendeod6s financi
investment needs.
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