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st 2017

Consolidated statement of financial position

ASSETS

Non -current assets

Tangible fixed assets

Intangible assets

Goodwill

Other long -term financial assets
Assets from contracts with customers
Financial assets available for sale
Deferred income tax assets

Other non -current assets

Current assets

Inventories

Assets from contracts with customers
Trade receivables

Current income tax receivables
Other receivables

Other financial assets

Prepayments

Cash and cash equivalents

TOTAL ASSETS

Note

11
12
13
16

15

14

17

18

19

16

20
21

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

The accompanying notes constitute an integral part of these

st

as at December 31 ,
2017

88,592
23,046
27,389
11,921

798
1,321
80
2,396
21,641
215,897
10,598
11,410
81,689
1
1,587
197
20,768
89,647
304,489

consolidated financial statements

st

as at December 31 ,
2016

76,262
22,692
24,773
11,921

58
3,466
80
1,705
11,567
99,910
7,625
3,128
61,426
438
1,204
10,219
15,870
176,172
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EQUITY AND LIABILITIES

Equity

Share capital

Supplementary capital from share premium

Other capital

Retained financial result

Financial result for the current period
Equity attributable to
Non -controlling interests

Long -term liabilities

Credits and loans

Other financial liabilities

Liabilities from contracts with customers

Other long -term liabilities

Provision for deferred income tax

Deferred income

Provision for pensions and similar benefits

Short -term liabilities

Credits and loans

Other financial liabilities

Liabilities from contracts with customers

Trade liabilities

Current income tax liabilities

Other short -term liabilities

Deferred income

Provision for pensions and similar benefits

TOTAL EQUITY AND LIABILITIES

st 2017

shareholders of the parent company

Note

22
23

24

25
26

28

32
33

25
26

27

28

32
33

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

The accompanying notes constitute an integral part of these

st

as at December 31 ,
2017

81,848
7,269
14,753
35,427
914
12,733
71,096
10,752
31,075
3,002
2,933
22,368
22
752
1,207
791
191,566
6,632
3,211
24,175
125,399
3,200
28,053
799
97
304,489

consolidated financial statements

st

as at December 31 ,
2016

74,740
7,269
14,753
34,452
(1,411)
10,593
65,656
9,084
24,568
6,030
1,543
14,202
7
768
1,316
702
76,864
7,357
1,299
14,248
32,583
411
16,513
4,403
50
176,172
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1. Consolidated statement of comprehensive income

Sales revenue

Costs of sales

Gross profit (loss) on sales
Other operating revenue
General and administrative costs
Other operating expenses
Operating profit (loss)

Financial income

Financial expenses

Profit (loss) before tax

Income tax

Net profit (loss)

Profit (loss) attributed to non -controlling shareholders

Net profit (loss) attributed to shareholders of the
entity

Other comprehensive income:

- that will be reclassified to profit or loss upon satisfying
certain conditions

- that will not be reclassified to profit or loss in the
subsequent periods

Total comprehensive income

Total comprehensive income attributed to non -controlling

shareholders

Total comprehensive income attributed to shareholders
of the parent entity

Net profit (loss) per share (in PLN)
Basic earnings for the financial period

Diluted earnings for the financial period

Note 2017

12 290,617

3 211,424
79,193

5 1,874

3 57,849

5 3,481
19,737

6 314

6 2,408
17,643

7 3,482
14,161

1,428
parent 12,733
14,161

1,428
12,733

8
0.35
0.35

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

The accompanying notes constitute an integral part of these

consolidated financial statements

2016

211,101
141,742
69,359
2,477
56,156
1,094
14,586
657
2,037
13,206
3,055
10,151
(442)

10,593

10,151

(422)

10,593

0.29
0.29
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2. Consolidated cash flow statement

OPERATING ACTIVITIES

Profit / (loss) before tax

Total adjustments:
Amortisation and depreciation
Foreign exchange gains (losses)
Interest and shares in profit (dividends)
Gain (loss) on investing activities
Other adjustments

Change in working capital, of which:
Inventories
Receivables and contract assets
Liabilities and provisions
Change in other assets

Cash flows from operating activities

Income tax (paid) / reimbursed

Net cash flows from operating activities

INVESTING ACTIVITIES

Inflows

Disposal of intangible and tangible fixed assets

Other investment inflows

Outflows

Purchase of intangible and tangible fixed assets

Other investment outflows

Net cash flows from investing activities

FINANCING ACTIVITIES

Inflows

Proceeds from contributions to capital

Credits and loans

Proceeds from financing assignment of claims

Grants

Other financial inflows

Outflows

Repayments of credits and loans

Payment of liabilities under finance lease agreements

Dividends paid

Interest

Other financial outflows

Net cash flows from financial activities

TOTAL NET CASH FLOWS

Balance sheet change in cash, including

+change in cash due to foreign exchange differences

Cash as at the beginning of the period

Cash as at the end of the period

Additional notes to the cash flows from operating activities are presented in Note 47.

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

The accompanying notes constitute an integral part of these

2017

17,643
76,929

6,602

774

418

175
(225)
89,731
(2,973)
(26,860)
119,564
(20,546)
94,572
(1,356)
93,216

452
452
10,403
10,358
45
(9,951)

6,999
240
2,326
2,414
2,016
3
16,487
5,927
1,644
7,268
421
1,227
(9,488)
73,777
73,777
15,870
89,647

consolidated financial statements

2016

13,206
(38,144)

6,548
(111)

123

453
(1,260)
(48,057)
(660)
(14,876)
(32,521)

4,160
(24,938)
(5.077)

(30,015)

2,564
1,940
624
8,240
8,196
a4
(5,676)

11,204
1,061
9,797

346

12,015

1,957

1,719

6,544

320

1,475
(811)

(36,501)

(36,501)

52,371
15,870
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st 2017

for the year ended December 31

3. Statement of changes in

st

Equity as at January 1 s
2017

Transactions with owners
Establishment of A2CC
Net profit distribution
Dividend payout
Other
Total comprehensive income
Net profit

Equity as at December
31,2017

st

Equity as at January 1 ,
2016

Transactions with owners

Increase of the share
capital in Atende Medica

Consolidation of EDL

Increase of the share

capital in EDL

Net profit distribution

Dividend payout
Total comprehensive  income
Net profit

Equity as at December
31,2016

Share
capital

7,269

7,269

7,269

7,269

consolidated equity

Suppleme
ntary
capital
from
share
premium

14,753

14,753

14,753

14,753

Other
capital

34,452

4,196

34,452

Financial

Retained
. . result for
financial
the current
result .
period
2017
(1,411) 10,593
975 2,350 10,593
975 9,618 (10,593)
- (7,268) -
- (25) -
- - 12,733
- - 12,733
35,427 914 12,733
2016
30,256 (134) 9,402
(1,277) (9,402)
- 259 -
- (200) -
(1,336) (2,860)
- - (6,542)
- - 10,593
10,593
(1,411) 10,593

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

The accompanying notes constitute an integral part of these

consolidated financial statements

Equity
attributable
to
shareholders
of the parent

65,656

(7,268)

(7.268)

(25)
12,733
12,733

71,096

61,545
(6,483)

259

(200)

(6,542)
10,593
10,593

65,656

Non -

controlling
interests

9,084

240
240

1,428
1,428

10,752

9,213
313

(307)

420

200

(442)
(442)

9,084

Total
equity

74,740

(7,028)
240

(7,268)

(25)
14,161
14,161

81,848

70,758
(6,170)

(48)

420

(6,542)
10,151
10,151

74,740
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4. General information

5.1. Composition and activities of the Group

The SDUHQW FRPSDQ\ RI WKH $WHQGH &DSLWDO *URXS WKH 3*URXS" WKH 3&DSLWDO *URXS"~ WKI
3& RPSDQ\" WKH 3, VVXHU" 3$WHQGH" ZLWK LWV UHJLVWHUHG RIILFH -1&3 WarkhwDeyidevéd 410 2VWUREU
the District Court for the capital city of Warsaw, 13 " Commercial Division of the National Court Register under KRS No:

0000320991, Share capital: PLN 7,268,668.80 paid in full, Tax ID No (NIP): 954 -23-57-358, Statistical ID No (REGON):

276930771. As of May 28 ™, 2012, the Company has been listed on the Warsaw Stock Exchange.

7KH &RPSDQ\ KDV EHHQ RSHUDWLQJ XQGHU WKH QDPH RI $WHQGH VLQFH $SULO WK ZKHQ Wi
ATM Systemy Informatyczne S.A. to Atende S.A. was registered in the National Court Register. ATM Systemy Informatyczne

S.A. had been established as a result of acquisition of all assets of ATM Systemy Informatyczne sp. z 0.0. by KLK S.A., with

simultaneous change of the company name from KLK S.A. to ATM Systemy Informatyc zne S.A. and relocation of its registered

office to Warsaw. The aforementioned changes were registered in the National Court Register on January 3 d 2011.

As at December 31 ', 2017, the Capital Group comprised 8 entities:

(o] Atende S.A. 2 the parent company;

(] 8 subsidiaries:
Atende Software sp. z 0.0. with its registered office in Warsaw, in which the Issuer holds 100% of share capital and
YRWHY DW WKH VKDUHKROGHUVY PHHWLQJ
7UXVW,7 6S ] R R ZLWK LWV UHJLVWHUHG RIILFH LQ ayG( df@hareK laktKvowKadti the VXHU KROG
VKDUHKROGHUVY PHHWLQJ
Atende Medica sp. z 0.0. with its registered office in Warsaw, in which the Issuer holds 67.51% of share capital and
YRWHVY DW WKH VKDUHKROGHUVY PHHWLQJ
Sputnik Software sp. z 0.0. with its registered offic HLQ 3R]QD LQ ZKLFK WKH ,VVXHU KROGV RI VKDU
YRWHY DW WKH VKDUHKROGHUVY PHHWLQJ
3KRHQL[ 6\VWHPV 6S ] RR ZLWK LWV UHJLVWHUHG RIILFH LQ :D tbwimked subspialkK LFK WKH
Atende Software holds 51% of share capital an G YRWHY DW WKH VKDUHKROGHUVY PHHWLQJ
2PQL&KLS VS ] R R ZLWK LWV UHJLVWHUHG RIILFH LQ :DUVDb&ned QbsdiatyFAtendéKH ,VVXHUT
6RIWZDUH KROGV RI VKDUH FDSLWDO DQG YRWHV DW WKH VKDUHKROGHUVY PHHWLQJ
Energy Data Lab sp. z 0.0. with its registered office in Warsaw, in which the Issuer holds 60% of share capital and
YRWHVY DW WKH VKDUHKROGHUVY PHHWLQJ
$ &XVWRPHU &DUH VS ] R R ZLWK LWV UHJLVWHUHG RIILFH LQ :URF4DZ LQ ZKLFK WKH ,\
votes attheshar HKROGHUVY PHHWLQJ

Structure of the Capital Group at the end of 2017

7KH ,VVXHUYV FRUH EXVLQHVV LV WKH LQWHJUDWLRQ RI ,&7-five\ yerdHd? &kperiehee @RIBGDHIGN KDV WZHQW)
the performance 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.

7TKURXJK LWV VXEVLGLDULHV WKH ,VVXHUTV &DSLWDO *URXS FDUULHV RXW DFWLYLW4EeHYV LQ RW
Software sp. z 0.0. specialises in innovative software for multimedia projects, Smart Grid and cyber security. Sputnik Softwa re
sp. z 0.0. develops software and provides services for the public sector, mainly for the local government administration. Ate nde
OHGLFD VS ] R R RIIHUV ,7 VROXWLRQV IRU WKH KHDOWKFDUH VHFWRU LQ SDUWLéXODU KRVS

(Al amounts are presented in PLN thousands, unless specified otherwise) 9
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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 distribution networks compliant with PRIME protocol. OmniChip sp. z 0.0. designs electronic circuits ,
TrustIT sp. z 0.0. offers modern outsourcing services of remote IT systems maintenance, while Energy Data Lab sp. z 0.0.

provides data analyses in the Big Data technology, based on proprietary tools.

On January 24 ™ 2017, the company A2 Customer Care s S ] RR 3$ &&° ZDV HQWHUHG LQ WKH 1DWLRQDO &
established under a company deed concluded on December 21 st 2016. The Issuer acquired 60% of shares representing 60% of

WKH VKDUH FDSLWDO DQG YRWHV DW WKH VKD U H KRPONGI8MtMfisa&htl. ANAugdMeRCarelsp. dd G W R
comprehensive implementation of specialized solutions and ERP systems.

The Atende Group companies were established for an indefinite period of time.

52. &RPSRVLWLRQ RI WKH &RPSDQ\{V JRYH Uiging®dddiesQG VXSHUY

As at December 31 ', 2017, the Company was managed by the Management Board composed of the following five members:
[0} Roman Szwed 2 President of the Management Board,

0 ,ZRQD % D R ¥&®-President of the Management Board,
(o] Jacek Forysiak 2 Vice-President of the Management Board,
(o] 6]\PRQ 6W S P Vide-President of the Management Board,
(o] -DFHN 6]F]H S B \add{President of the Management Board.
No changes in the composition of the Management Board took place in 2017 and after the balance sheet dat e. The five -year

term of office of the current Management Board expires in 2018.

As at December 31 ', 2017, the Supervisory Board had the following members:
(o] Patrycja Buchowicz 2 Chairperson of the Supervisory Board,

(o] Jan Madey 2 Member of the Supervisory Board,

(o] OLFKDa& 0D U NRManiér of the Supervisory Board,

o Maciej Matusiak 2 Member of the Supervisory Board,

(o] ORQLND OL]L H3brhieléNsRa 2 Member of the Supervisory Board.
On October 23 ™, 2017, the Supervisory Board of the Company, pursuant to SURYLVLRQV RI WKH VHFRQG VHQWHQFH R
$WHQGH 6 $ V $UWLFOHV RI $VVRFLDWLRQ DSSRLQWHG ODFLHM ODWXVLDN DV D PHPEHU RI WKH
new member of the Supervisory Board occurred after the expiry of the mandate of a member of the Supervisory Board, Marek
Dietl, which occurred upon the opening of the meeting of Supervisory Board of the Company on October 23 2017 as a result
of the statement received. The five -year term of office of the current Supervisory Board expi resin 2018.

5.3. Approval of the financial statements

These consolidated financial statements were authorised for publication by the Management Board of the parent company on
March 27 ™, 2018.

5.4. Representations of the Management Board

These statements  were drafted with the use of accounting standards, according to the International Financial Reporting

Standards as approved by the European Union and insofar as required by the Regulation of the Minister of Finance of February

19", 2009 concerning current and periodical information disclosed by issuers of securities (Journal of Laws of 2014, item 133,

DV DPHQGHG KHUHLQDIWHU UHIHUUHG DV 3(8 ,)56° 7KH VWDWHPHQ‘WMI Peeentet 3V KH 26IHULRG IURF
and a comparative period from Janu ary 1 * until December 31 %, 2016.

Until the date of preparation of the consolidated financial statements for 2017, no events had occurred that were not 2 and that
should have been 2 included in the financial statements for the reporting period. Also, thes e financial statements do not include
any major events regarding previous years.

The statements have been prepared on the assumption that the Group companies will continue as going concerns in the
foreseeable future. As at the date of approval of these fin ancial statements, no circumstances are found indicating a threat to
WKH *URXS FRPSDQLHVY FRQWLQXHG RSHUDWLRQ LQ WKH SHULRG RI DW OHDVW PRQWKYV DIWHU

(Al amounts are presented in PLN thousands, unless specified otherwise) 10

The accompanying notes constitute an integral part of these consolidated financial statements
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5.

New standards and interpretations that were published but are not yet
effectiv. e

As at the date of these consolidated financial statements, the Company did not apply the following standards, amendments to
standards and interpretations which had been published and approved for application in the EU, but were not yet effective or
are p ending approval by the EU:

1.

10.

11.

12.

13.

Standard: IFRS 9 Financial Instruments (with updates).

Description of changes: Changes to the classification and measurement requirements + replacement of the existing
categories of financial instruments with the two following ¢ ategories: measured at amortised cost and at fair value.
Changes

to hedge accounting related to estimation of impairment of financial assets and prepayment features with negative
compensation.

Effective date: January 1 ', 2018/January 1 %, 2019

Standard: IFRS 14 Regulatory Deferral Accounts.

Description of changes: Accounting and disclosure principles for regulatory deferral accounts.

Effective date: The current version of the standard will not be applicable in the EU.

Standard: IFRS 16 Leases.

Description of changes: The standard eliminates the classification of leases as either operating lease or finance lease.
All contracts which meet the criteria of lease will be recognised as finance lease.

Effective date: January 1 %, 2019

Standard: Amendments to IFRS 10 and IAS 28.

Description of changes: Guidelines for the sale or contribution of assets between an investor and its joint venture or
associate.

Effective date: not specified

Standard: Amendments to IFRS 2.

Description of changes: Classification and measurement of share  -based payments.

Effective date: January 1 %, 2018

Standard: Amendments to IFRS 4.

Description of changes: Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts

Effective date: January 1 %, 2018

Standard: Annual improvem ents to IFRS (2014 #2016 cycle).

Description of changes: A set of amendments concerning:

IFRS 1 2 deletion of short -term exemptions for first -time adopters of IFRS;

IFRS 12 2 clarification of the scope of the disclosure requirements;

IAS 28 2 measuring inve stees at fair value through profit or loss.

Effective date: January 1 ¥, 2018 (except for amendments to IFRS 12 which are effective for annual periods beginning
onor after January 1 %, 2017)

Standard: Amendments to IAS 40.

Description of changes: reclassi fication of investment property, i.e. transfer of investment property to other groups of
assets.

Effective date: January 1 st 2018

Standard: IFRIC 22 Foreign currency transactions and advance consideration.

Description of changes: Guidelines specifying det ermination of the date of a transaction and related spot foreign
exchange rate to be used in case foreign currency payments are made or received in advance.

Effective date: January 1 %, 2018

Standard: IFRS 17

Description of changes: Principles for the re cognition, measurement, presentation and disclosures for insurance
contracts.

Effective date: January 1 %, 2021

Standard: IFRIC 23 Uncertainty over income tax treatments

Description of changes: Probability that a taxation authority will accept a selected tax treatment.
Effective date: January 1 %, 2019
Standard: Annual improvements to IFRS (2015 #2017 cycle).

Description of changes: A set of amendments concerning:

IFRS 3 +measurement of previously held interests in joint operations;

IFRS 11 *absence of m easurement of previously held interests in joint operations;
IFRS 12 +tax consequences of dividends;

IAS 23 +borrowing costs upon placing an asset in service;

Effective date: January 1 st 2019

Standard: Amendments to IAS 19

Description of changes: ~ Amendments concerning defined benefit plans.

Effective date: January 1 st 2019

(Al amounts are presented in PLN thousands, unless specified otherwise)
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The Group intends to adopt the above -mentioned new standards, amendments to standards and interpretations of the IFRS
published by the International Accounting Standards Board but not yet effective as at the reporting date, when they become
effective.

Impact of new regulations on future financial statements of the Group

The new IFRS 9 Financial Instruments introduces significant changes in respect of classification, presentatio n and measurement
of financial instruments. As part of IFRS 9, a new model for calculating impairment will be introduced that will require more
timely recognition of expected credit losses and rules for hedge accounting will be updated. Primarily, these ch anges are

intended to adapt the requirements in the field of risk management, allowing preparers of financial statements to reflect the
HQWLW\fV DFWLRQV PRUH DFFXUDWHO\

In 2017, the Group analysed the impact of the introduction of IFRS 9 on the accountin g policy applied by the Group with respect
to the Group's operations and its financial results. This assessment is based on currently available information and may be
changed if documented and reasonable additional information becomes available at the time of initial application of the
standard.
The Group does not expect any significant impact of the introduction of IFRS 9 on the statement of financial position or equi ty.
The analysis of the standard shows that the changes affect mainly the following areas:

o] Classification of financial assets + the standard will not cause any significant presentation changes in the financial

statements or changes in the Group's profit or loss.
o] Measurement of financial guarantee agreements + the standard will not significantly affect the statement of financial
position and equity.
o] Principles of estimating and recognising impairment losses on financial assets (transition from the incurred loss model
to the expected loss model):
- for trade receivables, the Group will estimate the expected credit losses based on the analysis of the probability of
incurring credit losses in specific maturity brackets;

- investments in other equity instruments will be measured at fair value; at present, the Company does not hold any
investments  in equity instruments other than shares in subsidiaries.

,QYHVWPHQWY LQ VXEVLGLDULHVY VKDUHV DUH H[FOXGHG IURP WKH VFRSH RI ,)56 DQG ZLO
previously, i.e. at historical cost less impairment losses.

As at December 31 %, 2017, the principles described above would not result in any impairment losses being recognised in
amounts other than those disclosed in these financial statements. There would also be no changes in equity as at December
31°%,2017.

Moreover, after the  analysis, the Group decided not to use the possibility of implementing the changes resulting from IFRS 9 in
the area of hedge accounting as of January 1 st 2018.

The new IFRS 16 Leases changes principles for the recognition of contracts which meet the cri teria of a lease. The main change
is to eliminate the classification of leases as either operating leases or finance leases. All contracts which meet the crite ria of
lease will be recognised as finance lease. The implementation of the standard will have th e following effect:
o] in the statement of financial position: an increase in the value of non -financial non -current assets and financial
liabilities,

o] in the statement of comprehensive income: a decrease in operating expenses (other than amortisation and
de preciation), an increase in depreciation and amortisation costs and financial expenses.

The analysis of the standard has not been finished yet, but its application may have a significant impact on future financial
statements of the Group.

Other standards  and their changes should have no significant impact on future financial statements of the Group.
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6. Consolidation principles

Subsidiaries

A subsidiary is an entity that is controlled by a parent entity.
Control occurs where the parent entity:
0 has power over the investee,
0 is exposed to, or has rights to, variable returns from its involvement with the investee,
(o] has the ability to use its power over the investee to affect the
returns generated by the investee.

Subsidiaries are fully consolidated from the date on which control is taken over by the Group. They are no longer consolidated

once the control ceases. The acquisition of subsidiaries by the Group is accounted for with the use of acquisition method. Th e

cost of an acquisition is measured as the fair value of the transferred assets, issued equity instruments and liabilities incurred or

assumed at the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and liabil ities

and contingent liabilities assumed in a business combination are measured initially at their fair values at the acquisition date,

irrespective of the extent of any non -FRQWUROOLQJ LQWHUHVW 6XUSOXV RI DFTXLVLWLRQ FRVWYV RYHU WKH
the identifiable acquired net a ssets is recorded as goodwill. If the acquisition cost is lower than the fair value of net assets of the

acquired subsidiary, the difference is recognised directly in the profit and loss account.

Revenue and costs, balances and unrealised gains on transact ions between the Group companies are eliminated. Unrealised
losses are also eliminated unless the transaction provides evidence for impairment of the transferred asset. Accounting
principles applied by subsidiaries have been changed, where necessary, in or der to ensure compliance with the accounting
principles applied by the Group.

Non -controlling shares and transactions with non - controlling shareholders

Non -controlling shares include shares in companies covered by consolidation which do not belong to the G roup. Non -controlling
shares are determined as the net value of assets of the related entity, attributable to shareholders from outside the capital

group as at the acquisition date. Identified non -controlling shares in net assets of consolidated subsidiari es are recognised

VHSDUDWHO\ IURP WKH SDUHQW HQWLW\{V RZQHUYV KL Sconpliny sher&s\W rietasgéts hafudleQHW DVVHWYV 1RQ
(o] the value of non -controlling shares from the date of the original combination, calculated according to IFRS 3; and
(o] changes in equity per non  -controlling share, starting from the date of combination.

Profit and loss as well as every item of other comprehensive income is attributed to the owners of the parent entity and non -
controlling shares. Total comprehensive income is attributed to the owners of the parent entity and non -controlling shares even
when as a result, non  -controlling shares assume negative value.

Companies covered by the consolidated financial statements

These consolidated financial statements for the peri ods ended December 31 2017 and December 31 ' 2016 cover the following
Group entities:

Proportion of voting rights

31.12.2017 31.12.2016

Atende S.A. Parent company

Atende Software sp. z 0.0. 100.00% 100.00%

TrustIT sp. z 0.0. 100.00% 100.00%

Atende Medica sp. z 0.0. 67.51% 67.51%

Sputnik Software sp. z 0.0. 60.00% 60.00%

Phoenix Systems sp. z 0.0. 51.00% 51.00%

OmniChip sp. z o.0. 55.00% 55.00%

Energy Data Lab sp. z 0.0. 60.00% 60.00%

A2 Customer Care sp. z 0.0. 60.00% N/A

All subsidiaries are fully consolidated. Results of Atende Software, Atende Medica and Sputnik Software have been consolidated

as of May 1 *, 2012, whereas the results of Phoenix Systems have been consolidated as of January 1 st 2014, and the results of

Trustl T as of April 1 %, 2014 (the shares were acquired on March 13 ' 2014). The results of OmniChip have been consolidated

starting from the 2 ™ quarter of 2015. This is related to the purchase by Atende Software on February 25 th 2015, of 40% of

shares in Omn L&KLS VR WKDW WKH DVVHWYV LQFUHDVHG IURP WR Rl VKDUHV DQG YRWHV DW
results of Energy Data Lab have been consolidated starting from the 1 st quarter of 2016, following the purchase of 42.4% of
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shares on December 21 %, 2015 and registration, on January 22 nd 2016, in the National Court Register of newly established

VKDUHVY DFTXLUHG E\ $WHQGH DIWHU ZKLFK WKH ,VVXHU KHOG Rl VKDUHVY DQG YRWHV DW Wt
Atende acquired new shares which w ere registered with the National Court Register on August 2 nd 2016. Following the increase

Rl WKH VKDUH FDSLWDO $WHQGHTV VKDUH LQ WKH VKDUH FDSLWDO DQG YRWHV DW VWKH VKDUHKI|
A2 Customer Care, entered in the National Court Register on January 24 ‘h, 2017, have been consolidated starting from the 1 st

quarter of 2017.

Companies not covered by the consolidated financial statements

S

As at December 31 ', 2017, there were no companies from the Capital Group not cover ed by the consolidated financial

statements.

7. Description of the accounting principles (policy), including the methods
of valuation of assets and liabilities, as well as income and expense

The accounting policies presented below have been applied with respect to all the reporting periods presented in the Group
financial statements.

The consolidated financial statements were prepared based on the historical cost principle, except for financial instruments
measured at fair value through profit or loss.

In tangible assets

Intangible assets include assets that lack physical substance, are identifiable and can be reliably measured, and which will result
in the flow of economic benefits to the entity in the future. Intangible assets are initially recognised at acquisition price or cost
of production.

Intangible assets created as a result of development work are recognised in the balance sheet where the following conditions
are met:
(o] from the technical point of view, the intangible asset can be completed so that i t can be sold or used;
it is possible to demonstrate the intention to complete the asset as well as to use and sell it;
the asset is fit for use or sale;
the manner in which the asset will generate future economic benefits is known;
technical and financial ~ resources required to complete development works and to use and sell the asset are provided;
it is possible to reliably determine the expenditure incurred during development works.

O o0Oo0oo0oo

The expenditure incurred during research work and expenditure that does no t meet the aforementioned conditions is recognised
as cost in the profit and loss account at the date it was incurred, under general and administrative expense.

Rates adopted for amortisation of intangible assets reflect their predicted useful life. The Gr oup companies do not have
intangible assets with indefinite useful life except for goodwill. Intangible assets with definite useful lives are amortised on a
straight -line basis. The useful lives for individual intangible assets are as follows:

o software lic enses 2 years

o development works 3 15 years

(6] trademarks 5 years

(o] copyrights 5 years
Intangible assets are tested for impairment where there are circumstances indicating impairment; while for intangible assets in
development the potential impairment is determined at every balance sheet date. The effects of impairment of intangible assets

are recognised as other operating expenses, and amortisation of intangible asset is recognised as costs of core business.

As at the balance sheet date, intangible assets are measured at cost less amortisation charges and any recognised impairment
loss.
(All amounts are presented in PLN thousands, unless specified otherwise) 14
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Tangible fixed assets

Tangible fixed assets include fixed assets and expenditure for fixed assets under construction which the entity intends to us ein
its activities and  for administrative purposes over a period longer than one year, and which will cause future economic benefits
to flow to the entity. Fixed asset expenditure includes the incurred investment expenditure as well as expenditure incurred i n

relation to the fu ture supplies of machinery, equipment and services related to the construction of fixed assets (advance
payments).

Fixed assets and fixed assets under construction are initially recognised at acquisition price or production cost.

Fixed assets include impor  tant specialist replacement parts that function as elements of a fixed asset. Significant components,
including intangible ones, are also recognised as separate fixed asset items.

Rates adopted for the depreciation of fixed assets, including components and specialist replacement parts, reflect their predicted
useful life. Fixed assets are depreciated using the declining balance method or the straight -line method. The useful lives for
individual fixed asset items are as follows:

(o] buildings and structures from 10 to 40 years

(o] machinery and equipment from 4 to 10 years

(o] vehicles from 5 to 7 years

(o] other fixed assets  from 4 to 10 years

Own land is not subject to depreciation. The Group treats granted perpetual land usufruct rights as operating lease. Where su ch
rights are purchased in the secondary market, they are recognised as intangible assets and amortised over their predicted
useful life.

Fixed assets and fixed assets under construction are tested for impairment where there are circumstances indicating
impai rment; for fixed assets under construction in the development stage, potential impairment is determined at every balance
sheet date. The effects of impairment of fixed assets and fixed assets under construction are recognised as other operating
expenses.

As at the balance sheet date, fixed assets and fixed assets under construction are measured at cost less accumulated
depreciation and any recognised impairment loss.

Financial assets

The Group companies classify financial assets to one of the following cate gories: financial assets at fair value through profit or

loss, loans granted and own receivables, financial assets held to maturity and financial assets available for sale. The

classification of an individual financial asset depends on the purpose of the f inancial asset, intentions of the Management Board

and on whether the financial asset in question is quoted in the market. The Management Board determines the aforementioned

classification on initial recognition of a given asset and, in justified cases, pe rforms an appropriate reclassification in subsequent
periods, except for the reclassification of financial assets at fair value through profit or loss. The reclassification in an d out of the
financial assets at fair value through profit or loss category is prohibited.

Financial assets at fair value through profit or loss. This category includes financial assets held for trading and financial assets
designated on initial recognition to be measured at fair value. Financial assets are classified in this category if they are intended
for sale in the short term. Derivatives (except for hedging ins truments) are also classified as trading financial assets.

Financial assets at fair value through profit or loss are initially measured at fair value, and transact ion costs are recognised
directly in profit or loss. Gains and losses resulting from movements in fair value are recognised in profit or loss in the p eriod in

which they occurred.

Loans granted and own receivables are financial assets which are not derivat ive instruments, with fixed or determinable
payments, not quoted and not acquired in order to be traded. Loans granted and own receivables are initially measured at fair

value together with transaction costs, unless they are immaterial. As at the balance s heet date, this category is measured at
amortised cost with the effective interest rate method. Interest on financial assets classified as loans and receivables, cal culated
using the effective interest rate method, are included in profit or loss of the cur rent period, under financial revenues.

Financial assets held to maturity include financial assets with fixed or determinable payments or fixed maturity, which the G roup

intends and is able to hold to maturity, except for loans granted and own receivables.

Financial assets held to maturity are initially measured at fair value together with transaction costs, unless they are immat erial.
As at the balance sheet date, this category is measured at amortised cost with the effective interest rate method.
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Among fin ancial assets available for sale, the Group companies include all financial assets that are not: loans granted and own

receivables, financial assets held to maturity and financial assets measured at fair value through profit or loss. Assets ava ilable
for s ale include in particular shares in other undertakings that are not subordinates, which the Group does not intend to sell in
the short term. Financial assets available for sale are initially measured at fair value together with transaction costs, unl ess th ey

are immaterial. As at the balance sheet date, this category is measured at fair value.

Interest income related to financial assets available for sale is recognised in profit or loss using the effective interest r ate

method. Dividends related to financia | assets available for sale are recognized in profit or loss of the current period on the date

ZKHQ WKH *URXSTV ULJKWV WR UHFHLYH SD\PHQW DUH HVWDEOLVKHG $00 RWKHU IDLU YDOXH
sale or expiry of these assets, the v aluation effects included in equity are recognised in profit or loss of the current period.

All financial assets are removed from the balance sheet when the rights to receive benefits from a given asset expire or have
been transferred and the Group company has transferred virtually all benefits and risks related to the asset.

Financial assets are recognised as current assets unless their maturity exceeds 12 months from the balance sheet date; in suc h
a case, they are recognised as fixed assets.

Hedge accoun  ting

The Group companies did not apply hedge accounting in the periods covered by the financial statements.

Inventories

Inventories are assets held for sale in the ordinary course of business, assets in the production process for sale and materi als
and sup plies that are consumed in production or during the provision of services. Inventories include materials, goods, finished

products and production in progress. Materials and goods are initially measured at acquisition price. At the balance sheet da te,

mater ials and goods are measured according to the prudence principle, i.e. these categories are measured at the lower of
acquisition price or realisable sales value.

Finished products and production in progress are initially measured at actual cost of productio n or purchase price. At the
balance sheet date, finished products and production in progress are measured according to the prudence principle.

Inventory expenditure is based on detailed identification in respect of items allocated for specific projects or, according to FIFO
method, in respect of remaining inventories; costs are recognised in the cost of goods sold. Write -downs on inventories
resulting from prudent valuation as well as write -downs on slow -moving goods and their reversals are recognised in th e cost of
goods sold.

Trade and other receivables

Receivables are initially recognised at fair value. Where normal payment deadlines are applied, as accepted in the market for
similar transactions, fair value is deemed to be their face value arising at the date on which the revenue is recognised.

As at the balance sheet date, trade receivables are measured at amortised cost with the effective interest rate method,

according to the prudence principle. The value of receivables is written down according to the probability of them being
received, by recognising a revaluation write -down for receivables:
(6] from debtors in liquidation or bankruptcy 2 up to the amount of receivables not covered by a guarantee;
o from debtors where a bankruptcy petition has been dismisse d 2 100% of the amount of receivables;
(6] disputed receivables or receivables that are overdue and their payment is not probable + up to the amount of
receivables not covered by a guarantee;
(o] receivables equivalent to the amounts added back to receivables +up to those amounts;
(6] receivables that are overdue or not overdue, but it is highly probable that they will not be collected 2 100% of the
receivables.
Revaluation write -downs for receivables and their reversals are charged to other operating expense and operating income,

respectively. Receivables in foreign currencies are recognised in accounting records and measured at the balance sheet date
DFFRUGLQJ WR WKH SULQFLSOHV GHVFULEHG LQ WKH 3)RUHLJQ &XUUHQF\ 7UDQVDFWLRQV" VHFWL

Receivables whose maturity H[FHHGV PRQWKY DUH UHFRJQLVAG DM GRWKHHWROLQ WKH EDODQFH VKHHW

Prepayments and other assets

Prepayments comprise expenses incurred which will not be accounted for as deferred costs. Prepayments are initially recognise d

in the amount o  f costs incurred. At the balance sheet date, they are measured according to the prudence principle. Prepayments

are recognised in profit or loss over time or according to the value of performances, depending on their nature. Where expens es
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are settled more  WKDQ PRQWKYV DIWHU WKH EDODQFH VKHHW GDWH VRPH RI WKH DVVHWYV DUH UHFR

balance sheet.

Cash and cash equivalents

Cash includes cash in hand and cash in bank accounts, including cash held in bank deposits. Cash equival ents include short -
term, highly liquid investments, easily convertible into specified amounts of cash and subject to insignificant risks of chan gesin
value, including interest due on bank deposits. Cash and cash equivalents are measured at face value. Cas h and cash

equivalents in foreign currencies are recognised in accounting records and measured at the balance sheet date according to th e

SULQFLSOHV GHVFULEHG LQ WKH 3)RUHLJQ &XUUHQF\ 7UDQVDFWLRQV" VHFWLRQ )R¢astWKH
equivalents are defined in the same manner as for the purposes of their recognition in the balance sheet.

Bank credits and loans

Bank credits and loans are recognised at amortised cost using the effective interest rate method. Authorised overdrafts for
which no repayment schedules have been set are an exception. For such credits, the costs related to obtaining them and other
fees are charged to financial expenses during the period when they are incurred. In other cases, financial expenses, includin g

the fees due on repayment or redemption and the direct costs of contracting credits, are recognised in profit or loss of the
current period using the effective interest rate method and constitute an increase to the book value of the instrument,
accounting for the repayments made during the current period.

Trade and other liabilities

Liabilities are commitments to provide a performance, resulting from past events, whose value has been determined in a fair
PDQQHU DQG ZKLFK ZLOO FRQVXPH WK Ieady é&istBgeRlrBOasets. VI DO

Liabilities are initially recognised at fair value. Where normal payment deadlines are applied, as accepted in the market for

similar transactions, fair value is deemed to be their face value arising at the date on which th e liability is recognised. As at the
balance sheet date, liabilities are measured at amortised cost and recognised in the balance sheet as long - and short -term
liabilities.

Other liabilities include accruals. Such items include liabilities due for goods or services that have been received or provided, but
have not been paid for, invoiced or formally agreed with the supplier, including the amounts due to employees, e.g. for
outstanding leaves or bonuses. Despite the fact that in such cases the amount or date of payment for such liabilities has to be
estimated, the degree of uncertainty is usually much lower than for provisions, and therefore such items are classified as

liabilities.

Liabilities in foreign currencies are recognised in books and measured at the balance sheet date according to the principles
GHVFULEHG LQ WKH 3)RUHLJQ &XUUHQF\ 7UDQVDFWLRQV" VHFWLRQ

Provisions

Provisions are established where the Group company is under a legal or constructive obligation resulting from past events and

where itis p robable that the settlement of this obligation will necessitate an outflow of resources constituting economic benefits

and where the amount of this obligation can be reliably estimated, but the amount of this obligation or the date when it

becomes due is n ot certain. Where the effect of the value of money in time is material, the amount of provision is determined

through the discounting of forecast future cash flows to present value, with the use of a discount rate reflecting the curren t
market evaluations  of the value of money in time and the risks specific to the liability in question. Increases in provisions based

on the discounting method over time are recognised as borrowing costs.

If a Group company expects that the costs included in the provision will be reimbursed in any manner, the reimbursement is
recognised as a separate asset when, and only when, it is certain that reimbursement will be received.

Provisions for specific risks are only established where the outflow of economic benefits from the ent ity is probable and the
estimate may be conducted in a reliable manner.

As concerns employee benefits, the Group companies are not a party to any wage bargaining agreements or collective

employment agreements. Moreover, the Group companies do not participa te in any pension schemes managed directly by the
companies or by external funds. The costs of employee benefits include salaries payable according to the terms and conditions

of employment contracts concluded with individual employees and the costs of pen sion benefits (retirement severance pay)
payable to employees pursuant to the Labour Code provisions at the end of their employment period. Short -term employee
benefit liabilities are measured according to general principles. Long -term benefits are estimat ed using actuarial methods.
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Foreign currency transactions

Economic operations expressed in foreign currencies are recognised in financial statements as at the date on which they are
conducted at the following exchange rates:

(o] the exchange rate actually applied at that date, resulting from the nature of the operations 2 for foreign exchange
sale or purchase transactions and receivables or liabilities payments;
(o] the average exchange rate determined for the currency in question by the National Bank of Poland at the date in

question unless another exchange rate was specified in the customs declaration or another document which is binding
for the entity 2 for other operations.

Assets and liabilities items expressed in foreign currencies are measured as at the b alance sheet date according to the average

exchange rate for the currency in question published by the National Bank of Poland for the balance sheet date. Foreign

exchange differences arising from the settlement of transactions expressed in foreign currenc ies as well as arising from the

EDODQFH VKHHW YDOXDWLRQ RI DVVHWYV DQG OLDELOLWLHVY LWHPV H[SUHVVHG LQ IRWELJIQ FXUUI
business (operations) are recognised as financial expense and income. Foreign exchange gains an d losses are offset before

presentation in financial statements.

The average exchange rates used to value the foreign exchange positions held by the Group companies in the periods included
in the present financial statements were as follows:

st

CUTEE Average NBP rate as at December 31 , Average NBP rate as at December 31 st
Y 2017 2016
EUR 4.1709 4.4240
uUsD 3.4813 4.1793
Leases
A lease is classified as a finance lease if provisions of the agreement transfer substantially all potential benefits and risks
resulting from the use of subject matter of the lease to the lessee. All other types of leases are classified as operating le ases.

$VVHWV XVHG SXUVXDQW WR ILQDQFH OHDVH DJUHHPHQWY DUH WUHDWHG DV *URXS fRiRPSDQLHVY
fair value of the asset at the acquisition date and the present value of the minimum lease payments. The liability arising

towards the lessor is presented in the balance sheet under other financial liabilities. Lease payments are apportioned betwee n

the interest and the principal, so that the interest rate on outstanding liability remains fixed. Interest expenses are class ified in

the statement of comprehensive income as financial expenses.

Assets leased under finance lease agreements are reported as long -term and short -term financial assets. Lease payments are
apportioned between the principal and the interest portion so as to produce a constant rate of return on the investment. The
interest portion of payments is recognised in the statement of compre hensive income as financial income.

2SHUDWLQJ OHDVH SD\PHQWYV DUH UHFRJQLVHG DV DQ H[SHQVH LQ WKH FXUUHQW SHUt-RGTV SUR
line basis. Received and outstanding benefits as an incentive to conclude an operating lease agreement are recognised in the
FXUUHQW SHULRGTYTV SURILW RU ORVV RYHUIliWKad&isOHDVH WHUP RQ D VWUDLJKW

Government grants

Government grants are recognised initially as deferred income at fair value, when there is reasonable assurance that the gran ts

will be received and that the Group will comply with any conditions attached to the grants. Subsequently, the grants are

UHFRJQLVHG LQ WKH FXUUHQW SHULRGYV SURILW RU ORVV RQ D V\VWHPDWLF EDVLVs RYHU WK
compensa WLRQ IRU FRVWYV LQFXUUHG E\ WKH *URXS DUH UHFRJQLVHG DV FXUUHQW SHULRGY{V SURIL!
expenses in the statement of comprehensive income.

Impairment
As at each balance sheet date, the Group reviews the carrying value of fi xed assets to look for any indication that an asset may
EH LPSDLUHG ,I| WKHUH LV DQ LQGLFDWLRQ WKDW DQ DVVHW PD\ EH LPSDLUHG WKHQeWKH DVVH
to determine the potential write -down. Where an asset does not generate cash flows that are largely independent of cash flows
from other assets, the analysis is conducted for the group of cash flow generating assets to which the asset in question belo ngs.
The recoverable amount is determined as the higher of the following two values: the fair value reduced by sales costs or the
value in use, which corresponds to the present value of estimated future cash flows discounted at a rate that reflects curren t
market assessments of time value of cash and risks specific to the given ass et (if any).
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Where the recoverable amount is lower than net book value of an asset or group of assets, the book value is reduced to match
the recoverable amount. The resulting loss is charged to expenses in the period during which impairment occurred.

Good will is tested for impairment annually.

Where impairment is reversed, net value of an asset is increased to match the newly estimated recoverable amount, which

cannot be higher, however, than net value of this asset which would have been determined, if the impairment had not been
recognised in previous periods. Impairment reversal is recognised as adjustment to expenses in the period during which reason s
for impairment ceased to exist. Impairment loss for goodwill cannot be reversed.

Balances from contracts with customers (assets and liabilities)

For contracts with customers, when either party to a contract has performed, the Group presents the contract in the statement

Rl ILQDQFLDO SRVLWLRQ DV D FRQWUDFW DVVHW RU D FRQWUDFW OLDELOLW\ GHSH@E&ELQJ RQ W
aQG WKH FXVWRPHUfV SD\PHQW 7KH *URXS SUHVHQWY DQ\ XQFRQGLWLRQDO ULJKWV WR FRQVLG
receivable.

If a customer pays consideration, or the Group has a right to an amount of consideration that is unconditional (i.e. a

receivable), before the Group transfers a good or service to the customer, the Group presents the contract as a contract liabi lity

ZKHQ WKH SD\PHQW LV PDGH RU WKH SD\PHQW LV GXH ZKLFKHYHU LV HDUOLHU $ FREPWUDFW O
goods or services to a customer for which the Group has received consideration (or an amount of consideration is due) from th e

customer.

If the Group performs by transferring goods or services to a customer before the customer pays consideration or be fore

payment is due, the Group presents the contract as a contract asset, excluding any amounts presented as a receivable. A
FRQWUDFW DVVHW LV WKH *URXSTV ULJKW WR FRQVLGHUDWLRQ LQ H[FKDQJH IRU JRRGV RU V¢t
customer .

Revenue

The Group recognises sales revenue (revenue from contracts with customers) when (or as) the Group satisfies a performance

obligation by transferring a promised good or service (i.e. an asset) to a customer. An asset is transferred when (or as) th e
customer obtains control of that asset. The amount of revenue to be recognised in a given period is determined at the level o f
the contract with customer.

For individual contracts, the Group identifies performance obligations, i.e. promises in a contract with a customer to transfer to
the customer a good or service (or a bundle of goods or services) that is distinct. For multi -component contracts (e.g.
implementation contract comprising the development of a design, supply of equipment, construction of inf rastructure,
installation, conducting trainings on the implemented solution, functional testing, post -implementation services), the following
circumstances are taken into account when determining the ability to consider a good or service as separately iden tifiable:
a) provision by the Group of significant services of integrating the good or service with other goods or services promised
in the contract into a bundle of goods or services that represent the combined output for which the customer has
contracted (i n other words, the Group is using the good or service as an input to produce or deliver the combined
output specified by the customer);
b) the good or service does not significantly modify or customise another good or service promised in the contract;
c) the g ood or service is not highly dependent on, or highly interrelated with, other goods or services promised in the
contract.

If a promised good or service is not distinct, the Group combines that good or service with other promised goods or services

until it identifies a bundle of goods or services that is distinct. In some cases, that would result in the Group accounting for all

the goods or services promised in a contract as a single performance obligation.

Interest income is recognised on a cumulative basis relating to the main amount due, using the effective interest rate method.

'LYLGHQG LQFRPH LV UHFRJQLVHG ZKHQ WKH VKDUHKROGHUVY ULJKW WR UHFHLYH SD\PHQW LV H\
The Group does not recognise a significant financing component if the period between p ayment and performance of a

contractual obligation is shorter than one year. In other cases, a significant financing component is not separated if the im pact

on the level of revenues recognized under the agreement does not exceed 5%.

General and administr ative costs

General and administrative costs include expenses related to all of the Group's activities. These include remuneration, plus

overheads, of managers of the Group's companies and employees of departments not directly involved in production, offic e
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maintenance costs, taxes and charges, advertising and representation costs, employee training costs, and costs related to
occupational health and safety.

Selling costs are not reported separately by the Group in the statement of comprehensive income due to their insignificance.
Some of them  + mainly advertising costs + are included in general and administrative costs. Costs that are directly related to
the sale of goods and products, such as costs of forwarding services, insurance or packaging, are includ ed in the cost of

products and services, goods and materials sold.

Taxation

Mandatory charges on the financial result include current tax (CIT) and deferred tax.

Current tax expense is calculated on the basis of taxable profit (tax base) for a given fiscal year. Tax profit (loss) differs from
accounting net profit (loss) due to the exclusion of taxable revenue and costs that are not tax -deductible as well as cost and
revenue items that will never be subject to tax. Tax expense is calculated based on the tax rates applicable to the fiscal year in
question.

Deferred tax is calculated as tax to be paid or returned in the future based on differences between the carrying values of as sets
and liabilities and the corresponding tax values used to calculate the tax b ase.

The deferred tax provision is established for all positive temporary differences subject to taxation, while a deferred tax as set is
recognised to the extent that it is probable that future taxable profit will be available against which the deductible temporary
differences and tax losses or tax credits can be utilised by the Group. The deferred tax asset or deferred tax provision are not
recognised where a temporary difference arises from the initial recognition of goodwill or from the initial recogniti on of another

asset or liability in a transaction that does not affect either the taxable or the accounting profit.

The value of deferred tax assets is subject to analysis at every balance sheet date, and where the expected future taxable pr ofit
is not suf ficient to realise the asset or part thereof, it is written down.

Deferred tax is calculated using tax rates that will be applicable at the time when the asset is realised or the liability be comes
GXH 'HIHUUHG WD[ LV UHFRJQLVHG LQ MWtkHossXeddgpt @EastsiwherR &i§ Yelddad B items recognised in

other comprehensive income or equity. In the latter case, the deferred tax is also charged or credited directly to equity. In the
balance sheet, income tax assets and liabilities are offset to the extent the liability is payable to the same tax office.

The Group companies offset the deferred tax assets and provisions and present the result of such offsets in the balance sheet
assets or liabilities, respectively.

Functional and presen tation currency

a) Functional and presentation currency

The items included in the financial statements are measured in the currency of the basic business environment in which the
*URXS FDUULHV RXW LWV RSHUDWLRQV 31XQFW Lsttghadts fave htadeida\in Polisk Elotys QPDN) WhiéhGs
the functional currency of the parent company and the presentation currency of the Group.

b) Transactions and balances

Transactions expressed in foreign currencies are translated into the functional currency according to the exchange rate
applicable at the transaction date. FX gains and losses on settlement of these transactions and balance sheet valuation of
monetary assets and liabilities expressed in foreign currencies are recognised in the current SHULRGTV SURILW RU ORVV XQO|

are deferred as equity, where they are qualified to be recognised as securities of cash flows and shares in net assets.
8. Important values based on professional judgement and estimates

9.1. Professional judgement

In the p rocess of applying the accounting principles (policy) to the issues discussed below 2 except for the accounting
estimations 2 the professional judgement of the management was of the greatest significance.

Revenue recognition: determining the timing of sati sfaction of performance obligations

For performance obligations that the Group company satisfies over time (implementation services), the progress towards
complete satisfaction of a performance obligation is determined with reference to the project work bu dget, in accordance with
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WKH SURSRUWLRQ RI FRVWYV LQFXUUHG E\ WKH EDODQFH VKHHW GDWH WR WKH EXGJHWHG FRV\
adopted most accurately reflects the value of works completed for the customer as at the balance sheet date.

For services of standing ready to provide support services, revenue is recognised on a straight -line basis over the period of
service.
For performance obligations satisfied at a point in time, the Group recognises revenue upon the transfer of control which is

considered to be the moment when the Group obtains a present right to payment for the performance of the obligation.

Revenue recognition: determining the transaction price and the amounts allocated to performance
obligations

Due to the specific nature of services provided by the Group companies, consideration received for the performance of a

contract is negotiated each time on an individual basis, taking account of the project budget covering internal and external costs
that the Group will have to incu r in relation to the implementation of the project, and the expected margin for the performance

of a contract.

A significant variable consideration in contracts concluded by the Group is a variable consideration based on the time of the
*URXS HP SO R\ HK{(tofisideRation according to a hourly rate). In such cases, the Group recognises revenue in the amount
that the Group has the right to invoice upon the completion of the service.

The nature of contracts and methods of determination of the transaction pr ice also affect the manner of determining individual
selling prices of promised goods or services, used to allocate the transaction price to individual performance obligations. W here
a contract does not contain separate prices that would be allocated to in dividual performance obligations, the Group estimates

individual selling prices based on expected costs plus a margin or based on the residual value.
Goodwill: allocation of goodwill to cash -generating units

In its annual impairment tests on goodwill, the Group allocates the goodwill arising from obtaining control over its subsidiaries
to cash -generating units defined as the assets of the individual subsidiaries on whose acquisition the tested goodwill component
was generated.

Classification of lease agreements

The Group companies classify leases as operating or finance lease based on an assessment of the extent to which risks and
rewards incidental to ownership of the leased item are attributable to the lessor and the lessee. This assessment is based on the
substance of each transaction.

9.2. Estimation uncertainty

Discussed below are the key assumptions concerning the future and other key sources of estimation uncertainty as at the
balance sheet date that involve a significant risk of causing a mater ial adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Goodwill

The Group has conducted goodwill impairment tests. The tests were conducted using the discounted future cash flow method,

taking into account cash flo  ws budgeted by Management Boards of individual companies. The weighted average cost of capital

calculated for the Group companies was used as the discount rate applied in the calculation of the current value of these cas h
flows. As a result of these tests, no impairment on goodwill was recognised.

Accruals and provisions

The Group companies recognise accruals for unpaid bonuses, unused leaves and uninvoiced costs. These items are measured at
a justified and reliably estimated amount. The Group companies apply professional judgement in selecting appropriate methods
and assu mptions for the measurement.

The amount of provisions for pensions, disability benefits and years of service awards depends on a number of factors which a re
determined using actuarial methods based on a number of assumptions, such as:
(] projected rate of in  crease in remuneration based on which future benefits are measured,
(o] likelihood of achieving an entitlement to a years of service award, one -off severance payment on retirement or
disability
(] discount rate.
Any changes in these assumptions will affect the am ount of the provision.
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Deferred tax asset

The Group companies recognise a deferred tax asset on the basis of the assumption that taxable profit shall be achieved in

future, against which the deferred tax asset can be utilised. The decrease in the tax resu Its in the future could make this
assumption unjustified.

Fair value of financial instruments

The fair value of financial instruments for which no active market exists is assessed by means of appropriate valuation metho ds.
The Group companies apply professional judgement in selecting appropriate methods and assumptions.

Revenue recognition

The Gro up companies apply the percentage of completion method in accounting for long -term contracts. This method requires
the companies to estimate the proportion of works completed thus far to all the services to be performed.

Depreciation and amortisation rate S

Depreciation and amortisation rates are determined based on the anticipated economic useful lives of tangible fixed assets an d
intangible assets. The economic useful lives are reviewed annually by the Group companies based on current estimates.

In 2017, amortisation and depreciation rates were not changed.
Value of assets

As at each balance sheet date, it is assessed whether objective evidence of impairment of an asset or a group of assets exist S.

If such evidence exists, an estimated, recoverable value of the asset is determined and an impairment write -down is made,

HTXDO WR WKH GLIIHUHQFH EHWZHHQ WKH UHFRYHUDEOH DQG WKH FDUU\LQJ DPRXQW s,PSDLUPH
profit or loss.

The Group companies update the value of receiva bles, according to the probability of them being received, by recognising a
revaluation write  -down. The Group companies update the value of inventories, according to the obtainable net sales prices, by
recognising a revaluation write -down.

9. Changes in accou nting principles (policy)

New standards and interpretations that entered into force on January 1 st 2017

In preparing the financial statements for 2017, the entity applied the same accounting policies as in the case of the annual
financial statements for 2 016, with the exception of the amendments to standards and new standards and interpretations
approved by the European Union, effective for accounting periods beginning on or after January 1 st 2017:

o Amendments to IAS 7 +initiative on changes to disclosures;

0  Amendments to IAS 12 +recognition of deferred tax assets for unrealised losses;

o] Amendments resulting from the IFRS 2014 #2016 review +amendments to IFRS 12 * clarifications on the scope of the
standard.

In 2017, the Group adopted all new and approved standards and interpretations issued by the International Accounting
Standards Board and the International Financial Reporting Interpretation Committee + approved for use in the EU, applicable in
the activities conducted by the Group and binding during the reporting periods starting on January 1 st 2017.

$GRSWLRQ RI WKH DERYH DPHQGPHQWYV WR VWDQGDUGY GLG QRW KDYH D PDWHULDO LPSDFW RQ \
Adjustment of errors from previ ous years and changes to accounting policy
In 2017, the Group did not adjust any errors from previous years and made no changes to its accounting policy.

Early adoption of IFRS 15

The Group decided to apply IFRS 15 Revenue from Contracts with Customers in 2016, after this standard has been adopted by

the European Commission and published in the Official Journal of the European Union. The standard is mandatory for reporting

periods beginning on or after January 1 st 2018. The Group decided to apply this standard earlier based on IFRS15.C1. The date
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of the first application of the standard is January 1 st 2016. Pursuant to IFRS15.C3 a), the standard was applied retrospectively
to each prior reporting period presented in accordance with IAS 8 Accounting Pol icies, Changes in Accounting Estimates and

Errors , subject to the practical expedients in paragraph IFRS15.C5. In particular, the Company availed itself of the option not to

UHVWDWH FRQWUDFWYVY WKDW EHJLQ DQG HQG ZLWKLQ W KiHth¥ practicabaxpetienG appledMavel nbURX STV RSLQ
material impact on the restated amounts.
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10. Detailed notes and explanations

Note 1. Revenue from contracts with customers, balances related to contracts

In accordance with IFRS 15, revenue from contracts with customers (sales revenue) is recognised when (or as) the Group
satisfies a performance obligation. Significant accounting principles adopted in this respect were disclosed in the descripti on of
the adopted accounting principles.

In 2017, the share of one client exce eded 10% of total sales revenue earned by Atende. Revenue from the Ministry of National
Defence amounted to PLN 42.0 million, which accounts for 18.0% of the Company's sales. In 2016, there was no single
customer whose share in total sales of Atende was gr eater than 10%.

Sales revenue and total revenue of the Group

2017 2016
Sales revenue 290,617 211,101
Other operating revenue 1,874 2,477
Financial income 314 657
TOTAL revenue 292,805 214,235
2017 2016
Disaggregation of revenue by product lines
Supply of equipment 156,141 85,060
Implementation, integration and other services 17,718 35,720
Support and maintenance services 78,596 47,100
Specialist services (audits, technical designs, concept development) 8,848 12 580
Services related to  data transmission 21,813 21,061
IT services for the healthcare sector 10,858 1,796
Services related to the development and implementation of IT systems for ) 5377
the public sector ’
Other services 5,412 6,612
Consolidation exclusions (8,769) (4,205)
Sales revenue 290,617 211,101
Disaggregation of revenue by the manner of satisfaction of
performance obligations
Revenue recognised upon satisfaction 264,715 203,069
Revenue recognised in the course of satisfaction 25,902 8,032
Sales revenue 290,617 211,101
Supply of equipment covers all groups of IT equipment + data transmission devices, devices used to secure data during storage,
processing or transmission, equipment used to secure access to IT systems, servers, mass storage systems, personal
computers, peripherals and various auxiliary equipment. They also include passive network elements and components of
technical support infrastructure + power, air conditioning and ventilation systems, physical security and surveillance systems.
Revenue from such services is recognised upon delivery of the equipment. Terms of payment for the performance of works are
agreed on acase -by-case basis in an agreement with the customer.
Implementation services are comprehensive IT services covering variou s elements (supply of equipment, construction of
technical infrastructure, installation and configuration of equipment) that make up custom IT solutions for individual custom ers.
Revenue from such services is recognised in accordance with the stage of comp letion of works. Terms of payment for the

performance of works are agreed on a case -by-case basis in an agreement with the customer.

Support and maintenance services are provided by employees of the Group and consist in supporting the maintenance of

solut LRQV LPSOHPHQWHG E\ WKH *URXS RU RWKHU VROXWLRQV XVHG E\ FXVWRPHUV WKH *URXS
services). Revenue from such services is recognised + depending on the nature of the service +on a one -off basis or a straight -

line basis ove r the period of providing such services (the period of provision of these services often extends to several years).
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For settlements based on the number of hours actually worked, revenue is recognised based on amounts that the Group has the
right to invoice . Payment terms are agreed on a case -by-case basis in an agreement with the customer.

6SHFLDOLVW VHUYLFHV LQFOXGH WKH GHYHORSPHQW RI H[SHUW RSLQLRQV WHFKQLFDO GHVLJC
investment projects. Revenue from such serv ices is recognised on a one  -off basis upon confirmation of their proper performance

or in accordance with the stage of completion of works. Payment terms are agreed on a case -by-case basis and regulated by

provisions of a contract with the Customer.

Servi ces related to data transmission are provided in three areas: network content distribution, network acquisition of data from

meters and ensuring security of data transmission. Revenue from such services is recognised using the subscription model for a
give n settlement period or, for implementation services, for a given stage of the implementation. Payment terms are agreed

with the customer on a case -by-case basis.

IT services for the healthcare sector comprise project consultancy and support services, supplies, implementation and technic al
support, training and user support. Depending on the nature of services, revenue from such services is recognised on a one -off
basis for supplies of equipment, user implementation services, and on a straight -line basis for permanent services 2
consultancy and user support services. In the case of implementation projects carried out at the turn of the year, revenue fr om

such service s is recognised in accordance with the stage of completion of works. Terms of payment for the performance of
works are agreed on a case  -by-case basis in an agreement with the customer.

Services related to the development and implementation of solutions f or the public sector comprise comprehensive IT solutions
for the local government administration units. Revenue from such services is recognised in accordance with the stage of

completion of works. Terms of payment for the performance of works are agreed on a case -by-case basis in an agreement with
the customer.

Balances related to contracts with customers

31.12.2017 31.12.2016
Long and short term trade receivables 81,835 61,426
Assets from contracts with customers 12,731 6,594
Liabilities from  contracts with customers 46,543 28,450

$VVHWV IURP FRQWUDFWYV ZLWK FXVWRPHUV UHSUHVHQW WKH *URXSTV ULJKWV WR UKfSHLYH FRQ\

that have not been invoiced as at the balance sheet date. Assets from contracts with customers become trade receivables when
WKH ULJKW WR FRQVLGHUDWLRQ EHFRPHV XQFRQGLWLRQDO XSRQ LQYRLFLQJ ,Q WKH *URXSTV
projects where revenue is determined based on the stage of completion of works and where the right to invoice such revenue

under contracts concluded arises after the recognition of revenue.

Liabilities from contracts with customers represent consideration received or unconditionally payable from performance
obligations that have not been satis ILHG DV DW WKH EDODQFH VKHHW GDWH RU KDYH EHHQ SDUWLDOO
operations, such assets arise primarily in the case of implementation and maintenance projects.

Significant changes in assets and liabilities from contracts with customer s are presented in the following table.
31.12.2017 31.12.2016
Assets from Liabilities from Assets from Liabilities from
contracts with contracts with contracts with contracts with
customers customers customers customers

Revenue recognised in the  current period

that was included in the opening balance of - (13,796) - (13,240)
the liability from contract.

Increase due to payments made by
Customers or recognition of receivables for
a performance obligation that is are
unsatisfied or partially unsatisfied
Change in contract assets following the
classification of the consideration as 5,339 - 882 -
unconditional

- 31,889 - 20,199

Change arising from a change in the
measure of service progress
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Note 2. Operating segments and markets

The application of the management approach to reporting concerning segments of activity within the Atende Group allows for
distinguishing two operating segments:

(o] integration of ICT systems at Atende,

(o] integration of ICT systems at subsidiaries.

The division into two operating segments was introduced at the beginning of 2016. Formerly, there were three segments:

integration of ICT systems at Atende, integration of technological infrastructure and integration of ICT systems at subsidiar ies.

In 2015, the Managem HQW %RDUG PDGH RUJDQLVDWLRQDO FKDQJHVY UHODWHG WR PHUJLQJ $WHQGHTV \
observed phenomenon of convergence of products within ICT infrastructure integration and technical infrastructure integration

(data centres equipment).

The Atende  ICT system integration segment includes consulting, surveying, design, supply, construction, commissioning,
implementation, technical support, and warranty and post -warranty maintenance services for systems used to collect, store,
process and t ransmit digital data, as well as support services for their users and outsourcing own ICT systems. Within this
operating segment, the Company provides, 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;
, 3 WHOHSKRQH VA\WVWHPV YLGHR FRQIHUHQFLQJ DQG 38QLILHG &RPPXQLFDWLRQV V\VWH ]|
SMaCS (Service Management and Charging System) 2 $WHQGHYV VROXWLRQ IRU WHOHFRP RSHUDWRU\
end - user access to services provided in IP (Internet Protocol) based telecommunications networks and billing for
these services; the solution 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 support
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:
comprehensi ve construction 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 (He ating, 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  systems, 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 infrastr ucture;
(o] 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.

Subsidiaries ICT syst ems integration segment includes consulting, design, implementation and technical support for
dedicated IT systems based mainly on proprietary software, as well as sales of outsourcing services carried out by subsidiari es.
This segment offers, among others
(6] multimedia solutions 2 proprietary, comprehensive network multimedia content distribution service (Atende
Software);
(6] smart metering of energy networks 2 AMI (Advanced Metering Infrastructure) for the acquisition, management and
sharing of data from meter ing devices and two -way communication with the measurement infrastructure (Atende
Software);
(] advanced IT security systems (Atende Software, Sputnik Software),
(] comprehensive IT solutions for public administration 2 1RZRF]JHVQ\ 8U] G %H67L# DQG 6GSputikHG67L#
Software),
(] IT system for the management of hospitals and outpatient clinics Medicus On -Line (Atende Medica),
(o] innovative low -level software 2 real -time operating system designed for modern embedded systems and stack for
communication in power grids in accordance with the PRIME communication protocol (Phoenix Systems);
(] designing electronic circuits, from discrete PCB solutions to integrated circuits for large -scale integration (OmniChip);
(o] outsourcing services for remote and direct administration of ¢ lient IT systems and providing support for users of those

systems (TrustIT);
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(o] comprehensive data analysis leading to improvements in customer service quality and establishing long -term
relationships with customers, using the Big Data technologies (Energy Da ta Lab);
(o] comprehensive implementation of specialist solutions in the area of customer service and ERP systems (A2 Customer
Care).
The body responsible for making operational decisions in the Capital Group, i.e. the Management Board of the parent company,
analyses the segment's result at the level of sales margin understood as sales revenue less variable selling costs.
Atende IC T ICT systems o -
2017 systems integration at Other . Total
. . s exclusions
integration subsidiaries
Sales revenue 231,464 65,662 2,260 (8,769) 290,617
- from external customers 225,623 62,734 2,260 - 290,617
- intersegment sales 5,841 2,928 - (8,769) -
Sales margin 58,427 42,348 2,062 - 102,837
Operating profit (loss) 9,339 9,743 655 - 19,737
Amortisation and depreciation 3,826 2,777 - - 6,602
EBITDA™ 13,165 12,520 655 - 26,339
Financial income " X X X X 314
Financial expenses " X X X X 2,408
Profit (loss) before tax " X X X X 17,643
Total segment assets 24,142 26,293 - - 50,435
“Sales margin = Sales revenue +Variable selling costs
" EBITDA = Operating profit (loss) + amortisation/depreciation
" Segment assets = Tangible fixed assets + Intangible assets (excluding goodwill).
The body responsible for making operational decisions does not analyse financial revenue and expenses, nor does it analyse pr ofit (loss) before
tax by operating segment.
Atende ICT ICT systems SaEERETE
2016 systems integration at Other . Total
. . S exclusions
integration subsidiaries
Sales revenue 168,495 42,846 3,965 (4,205) 211,101
- from external customers 166,557 40,579 3,965 - 211,101
- intersegment sales 1,938 2,267 - (4,205) -
Sales margin 51,585 34,035 3,341 - 88,961
Operating profit (loss) 9,268 4,253 1,065 - 14,586
Amortisation and depreciation 4,245 2,303 - - 6,548
EBITDA ™ 13,513 6,556 1,065 - 21,134
Financial income " X X X X 657
Financial expenses " X X X X 2,037
Profit (loss) before  tax” X X X X 13,206
Total segment assets 24,405 23,060 - - 47,465
"Sales margin = Sales revenue + Variable selling costs
" EBITDA = Operating profit (loss) + amortisation/depreciation
™ Segment assets = Tangible fixed assets + Intangible assets (excluding goodwill).
" The body responsible for making operational decisions does not analyse financial revenue and expenses, nor does it analyse pr ofit (loss) before

tax by operating segment.
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Geographic structure

The Group operates mainly in Poland. In 2017, revenue from sales in Poland accounted for 98.80% of total sales of the Group.
2017 2016
Value Share Value Share

Country 287,138 98.80% 208,465 98.75%
Outside Poland, including: 3,479 1.20% 2,636 1.25%

- European Union 3,088 1.06% 2,409 1.14%

- Asia 126 0.04% - 0.00%

- other 265 0.09% 227 0.11%
Total 290,617 100.00% 211,101 100%

7KH *URXSYV DVVHWYVY DUH ORFDWHG LQ 3RODQG

Note 3. Operating costs
Costs by type
2017 2016
Amortisation and depreciation 6,602 6,548
Materials and energy consumption 9,798 4,078
External services 85,864 89,331
Taxes and fees 1,072 1,105
Payroll, of which: 39,455 36,743
- provision for bonuses 5,193 3,670
Social security and other benefits 6,719 5,969
Other costs by type 4,291 3,496
Total costs by type, including: 153,801 147,270
Change in products (1,471) 121
&RVW RI SURGXFWV SURYLGHG IRU WKH FRPSDQ\TV RZ( - (730)
General and administrative expenses (negative amount) (57,849) (56,156)
Manufacturing cost of sold products and services 94,481 90,505
Value of goods and materials sold 116,943 51,237
Cost of products, goods and materials sold 211,424 141,742

In 2017, the share of two suppliers exceeded 10% of total supply of the Parent company. The value of orders for Cisco

,QWHUQDWLRQDO /LPLWHG DPRXQWHG WR 3/1 PLOOLRQ ZKLFK WUDQVODWHV LQWR R1 WK
million and 53 .9%, respectively). The value of orders for Arrow ECS Sp. z 0.0. amounted to PLN 54.3 million, which translates

LQWR RI WKH &RPSDQ\fV VXSSO\ LQ WKLV FRPSDQ\fV VKDUH ZDV ORZHU WKDQ

Costs of depreciation and amortisation, and revaluation w rite -downs recognised in the statement of

comprehensive income

2017 2016

Items included in cost of sales: 1,494 1,624
Depreciation of fixed assets 544 612
Amortisation of intangible assets 950 1,012

Iltems included in general and administrative expenses: 5,108 4,924
Depreciation of fixed assets 3,191 2,754
Amortisation of intangible assets 1,917 2,170

Amortisation and depreciation 6,602 6,548
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Depreciation of fixed assets, amortisation of intangible assets and determination of impairment losses is based on the princi ples
presented in the description of adopted accounting principles.

Personnel costs

2017 2016

Payroll 39,455 36,743
Social security 6,423 5,969
Cost of retirement benefits 118 -
Other employee benefits 178 -
The total cost of employee benefits, including: 46,174 42,712

Items included in cost of sales 19,718 15,543
Items included in general and administrative expenses 26,456 27,169

Payroll costs include salaries payable according to the terms and conditions of employment contracts concluded with individua |
employees. Payroll costs also include bonuses and paid leave.

Social insurance costs include pension, disability and accident insurance benefits as well as contributions to the Guaranteed
Benefit Fund ( ) XQGXV] *ZDUDQWRZDQ\FK ZLDGF]H) aBdLaboRrZQnd F ] \IFuddusz Pracy ). In 2017 and 2016, those
contributions amounted to 19.48% of the contribution calculati on base determined pursuant to applicable provisions of law.

Pension benefit costs include retirement severance paid to employees pursuant to the labour law. None of the Group companies
is a party to any pension schemes or collective employment agreements that would entail other regulations in this regard. Long -
term benefits are estimated using actuarial methods.

Atende, Atende Medica and Atende Software are obliged to establish the Enterprise Social Benefit Fund. Charges to this fund a re
recognised as operating expense of a particular company and the money allocated to the fund has to be blocked in a separate

bank account. In the financial statements, the fund assets and liabilities are presented in net amount. Due to the nature of the
fund operations, its assets and liabilities are equal. As at December 31 st, 2017, the Company Social Benefit Fund amounted to

PLN 89 thousand and as at December 31 ' 2016 2 to PLN 125 thousand.

Other employee benefits include training in order to improve employee skills, h ealthcare and other benefits stipulated in the
labour law.

Note 4. Costs of contracts with customers
Incremental costs of obtaining a contract

Due to the nature of costs of obtaining contracts incurred by the Group, such costs cannot be unambiguously allocated to
contracts concluded, and therefore they cannot be reliably linked to revenue earned from contracts concluded. Therefore, such
costs are recognised as an expense when incurred.

Costs to fulfil contracts

Costs incurred in connection with the fulfilment o f contracts concluded with Customers are covered by IAS 2 Inventories in the
Group, and thus the Group does not recognise an asset resulting from incurring costs to fulfil a contract in accordance with IFRS
15.95.

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

The accompanying notes constitute an integral part of these consolidated financial statements
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Note 5. Other operating income and expenses

Othe r operating income

Profit on sale of fixed assets

Reversal of accruals

Reversal of assets revaluation write -downs
Awarded penalties, fines and damages
Government grants

Other

Total

Other operating expenses

Loss on sale of fixed assets
Liquidation of fixed assets
Donations

Penalties and fines

Establishment of assets revaluation write -downs

Other
Total

Establishment of assets revaluation write

Receivables

Intangible assets
Total

Note 6. Financial income and expenses

Financial income

Interest income

Surplus of FX gains

Valuation of financial instruments
Other

Total

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

The accompanying notes constitute an integral part of these

consolidated financial statements

2017

191
381
453
152
419
278
1,874

2017

26

260

2,106

819

270
3,481

2017

509
310
819

2017

267
25

22
314

2016

129
1,873

71

179

22

203
2,477

2016

78
127
199
108
414
168

1,094

2016

104
310
414

2016
370

251
36
657
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Financial expenses

2017 2016
Interest expense 454 347
Surplus of FX losses - 1,158
Valuation of financial instruments 1,323 -
Bank commissions 539 463
Finance lease costs 32 27
Other 60 42
Total 2,408 2,037
Disclosure of income, expense, gains or losses, by financial instruments category
Financial
Financial liabilities
. Loans granted ) .
assets at fair Other financial measured at
2017 and own s . Total
value through - liabilities fair value
. . receivables
profit or loss through
profit or loss
Interest income/expense - 267 (486) - (219)
Foreign exchange gains/(losses) - - 25 - 25
Bank commissions - - (539) - (539)
Income / losses from measurement at fair ) ) ) (1,323) (1,323)
value
Other - 22 (60) - (38)
Total gain/(loss) - 289 (1,060) (1,323) (2,094)
" classified as held for trading
e CEEE el Loans granted and Other financial
2016 fair value through gran o Total
. * own receivables liabilities
profit or loss
Interest income/expense - 370 (374) 4)
Foreign exchange gains/(losses) - - (1,158) (1,158)
Bank commissions - - (463) (463)
Income / losses from measurement at fair 251 ) ) 251
value
Other - 36 (41) (5)
Total gain/(loss) 251 406 (2,036) (1,380)
" classified as held for  trading
Note 7. Income tax and deferred income tax
Current tax expense is calculated on the basis of applicable tax regulations. Pursuant to these regulations, tax profit (loss )is
distinguished from accounting net profit (loss) due to the exclusion of non -taxable revenue and costs that are not tax -deductible
as well as cost and revenue items that will never be subject to tax. Tax expense is calculated based on the tax rates applica ble
to the fiscal year in question. Since 2004, the rate applicable pursuant to amen ded regulations has amounted to 19%. Current

regulations do not provide for any differences in tax rates during future periods.

With respect to income tax, the Group companies are subject to general regulations. Both the tax and balance sheet years
coincid e with calendar years.

(Al amounts are presented in PLN thousands, unless specified otherwise) 31
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Income tax reported in the statement of comprehensive income

Current income tax
Concerning the financial year
Deferred income tax
Related to recognition and reversal of temporary differences

Tax expense reported in the statement of comprehensive income

Income tax recognised in the statement of comprehensive income is a difference between deferred income tax provision and

assets as at the end and beginning of reporting periods.

There was no tax in respect of foreign tax jurisdictions.

Differences between the nominal and effective tax rates

Profit before tax

Income tax at 19% rate

Effect of non -recognition of the  asset from tax losses
Settlement of tax losses for which no asset was recognised
First -time recognition of deferred tax in a subsidiary

Effect of expiry of tax losses

Permanent tax differences

Tax reported in the  statement of financial position

Effective tax rate (the share of income tax in profit before tax)

2017

2017

4,189
4,189
(707)
(707)

3,482

17,643
3,352
152
(164)

24
114
3,482
20%

Due to temporary differences between the tax base and the profit (loss) recognised in the financial statements, deferred tax
established. The deferred income tax as at December 31 st 2017 results from items shown in the table below.

Deductible temporary differences giving rise to the creation of a deferred

tax asset

Provision for years of service awards and retirement severance pays
Provision for employee benefits

Provision for unused employee leaves

Other provisions

Revaluation of FX contracts (cash flow hedges) to fair value
Foreign exchange losses

Tax losses carryforward

Salaries and social security contributions payable in subsequent periods
Inventories revaluation write -downs

Receivables revaluation write  -downs

Liabilities from contracts with customers

Provision for costs related to revenue recognised using the PoC method
Difference between the carrying and tax amounts of tangible fixed
Other

Total deductible temporary differences

Tax rate

Deferred tax assets

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

31.12. 2016

753
2,618
1,050
1,488

1,434

487

1,956

1,104

28,450
assets 79
157

39,576

19%

7,520

The accompanying notes constitute an integral part of these consolidated financial statements

Increases /
(decreases)

135
2,057
83
2,120
1,114
31
74
53
79
(226)
18,003
2,099
.
(€)
25,711
19%
4,885

2016
1,348
1,346
1,707
1,709
3,055

2016
13,206
2,509
279

267
3,055
23%

31.12.2017

888
4,675
1,133
3,608
1,114

31
1,508

540
2,035

878

46,543
2,099
86
149
65,287
19%
12,405
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Taxable temporary differences giving rise to the creation of a deferred tax
provision

The difference between the carrying amount and the tax valuation of assets

(including accelerated amortisation/depreciation for tax purposes)
Revaluation of FX contracts (cash flow hedges) to fair value
Foreign exchange gains

Prepayments and accruals

Assets from contracts with customers

Difference between the carrying and tax amounts of intangible assets
Total taxable temporary differences

Tax rate

Deferred tax provision as at the end of the period:

Deductible temporary differences giving rise to the creation of a deferred
tax asset

Provision for years of service awards and retirement severance pays
Provision for employee benefits

Provision for unused employee leaves

Other provisions

Revaluation of FX contracts (cash flow hedges) to fair value

Tax losses carryforward

Salaries and social insurance payable in subsequent periods
Inventories revaluation write -downs

Receivables revaluation  write -downs

Liabilities from contracts with customers

Difference between the carrying and tax amounts of tangible fixed assets
Other

Total deductible temporary differences

Tax rate

Deferred tax assets

Taxable temporary differences giving rise to the creation of a deferred tax
provision

The difference between the carrying amount and the tax valuation of assets

(including accelerated amortisation/depreciation for tax purposes)
Revaluation of FX contracts (cash flow hedges) to fair value

Foreign exchange gains

Prepayments and accruals

Assets from contracts with customers

Estimated revenue

Difference between the carrying and tax amounts of intangible assets
Total taxable temporary differences

Tax rate

Deferred tax provision

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

31.12. 2016

10,011

209
6
12,985
7,222
4,230
34,663
19%
6,585

31.12. 2015

745
2,557
984
6,395
42
596
279
2,734
1,389
25,429
62
173
41,385
19%
7,863

31.12. 2015

9,572

12,002
986
1,535
3,377
27,472
19%
5,220

The accompanying notes constitute an integral part of these consolidated financial statements

Increases /
(decreases)

1,020

(209)
(6)
15,827
5,509
(169)
21,972
19%
4,176

Increases /
(decreases)

8
61
66
(4,907)
(42)
838
208
(778)
(285)
3,021
17
(16)
(1,809)
19%
(343)

Increases /
(decreases)

439

209
6
(5.819)
5,816
5,687
853
7,191
19%
1,366

31.12.2017

11,031

28,812
12,731
4,061
56,635
19%
10,761

31.12.2016

753
2,618
1,050
1,488
1,434

487
1,956
1,104

28,450
79
157
39,576
19%
7,520

31.12.2016

10,011

209
6
6,183
6,802
7,222
4,230
34,663
19%
6,585
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Net deferred tax asset/provision

31.12.2017 31.12.2016
Deferred tax asset 2,396 1,705
Deferred tax provision 752 768
Net deferred tax assets/provision 1,644 937
The Group did not recognise a deferred tax asset for part of the tax losses due to uncertainty as to the recoverability this asset
in future years.
2017 2016

Gross value Tax effect Expiry date Gross value Tax effect Expiry date
Tax losses 2,977 566 2018 -2021 3,840 730 2018 -2021
Total 2,977 566 X 3,840 730 X

The provisions on VAT, CIT, PIT or social security contributions frequently change, often resulting in the absence of any

established regulations or legal precedents for reference. The regulations in effect tend to be unclear, thus leading to differences

in opinions as to legal interpretation of tax regulations, both between state authorities and between state authorities and

enterprises. Tax settlements as well as other settlements (including those related to customs duties or fore ign currencies) may
be inspected by authorities which are competent to impose significant penalties. Any additional liabilities resulting from su ch
inspections need to be paid with interest. Consequently, the tax risk in Poland is higher than in countries with more mature tax
systems.

Tax settlements may be inspected over a period of five years. In effect, the amounts disclosed in the financial statements ma y

be changed at a later date after they are finally determined by tax authorities.

Note 8. Earnings per share

Basic earnings per share are calculated by dividing the net profit for the period attributable to ordinary Group shareholders by
the weighted average number of ordinary shares issued that are outstanding during the period.

Diluted earnings per share are c alculated by dividing the net profit attributable to ordinary shareholders (after deducting
interest on the convertible redeemable preference shares) by the weighted average number of ordinary shares outstanding
during the year (adjusted for the impact of dilutive options and dilutive redeemable preference shares convertible to ordinary
shares).

Number of shares issued

2017 2016
Welghlted average number of shares recognised for the purposes of calculation 36,343,344 36,343,344
of basic earnings per share (in units)
Effect of dilution of the number of ordinary shares - -
We|ghte_d average numbe_r of ordinary shgres (ecognlsed for the purposes of 36,343,344 36,343,344
calculation of diluted earnings per share (in units)
The calculation of earnings per share 2 assumptions

2017 2016
Net profit attributed to shareholders of the parent company 12,733 10,593
Net profit attributed to shareholders of the parent company attributable to

5 - i B 12,733 10,593

ordinary shareholders used for calculating diluted earnings per share
Effect of dilution - R
Prof|_t recognised for the purposes of calculating the value of the diluted 12,733 10,593
earnings per share
Basic/diluted earnings per share (PLN) 0.35 0.29

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

The accompanying notes constitute an integral part of these consolidated financial statements
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In the period between the balance sheet date and the date of preparation of these financial statements, no other transactions
were concluded involving ordinary shares or potential ordinary shares.

Note 9. Dividend
On May 29 ", 2017, the Ordinary General Meeting of the Company adopted a resolution on distribution of profit. Pursuant to the
UHVROXWLRQ WKH 2UGLQDU\ *HQHUDO OHHWLQJ GHFLGHG WR DOORFDWH WKH DPRXQW RI 3/1
DPRXQWLQJ WR 3/1 WR WKH SD\PHQW RI GLYLGHQG DQG WKH UkPmdiftrQJ SDUW R
2016, amounting to PLN 34,509.56 2 WR WKH &RPSDQ\fV VXSSOHPHQWDU\ FDSLWDO 7KLV PHDQV WKDW WK
share is PLN 0.20. In accordance with the resolution of the Ordinary General Meeting of the Company, the deadline to dete rmine
the right to dividend was June 28 ™ 2017. The date of dividend payment was set for July 14 th 2017. The dividend covered all

36,343,344 shares of the Company.

Dividend from ordinary shares =

Financial year ended

Payout date Value (PLN) Vel ([;eLrN)share
31.12.2016 14.07.2017 7,268,669 0.20
31.12.2015 14.07.2016 6,541,802 0.18
31.12.2014 23.06.2015 5,451,502 0.15
31.12.2013 29.07.2014 5,451,502 0.15
31.12.2012 31.07.2013 2,907,468 0.08

! Interim dividend was not paid

Note 10. Fair value

As at the balance sheet dates in 2017 and 2016, the Group held financial instruments recognised at fair value in the statement
of financial position. The Group applies the following hierarchy for determining and disclosing the fair value of financial
instruments by  measurement method:
(o] Level 1 +quoted prices (unadjusted) in active markets for identical assets or liabilities;
(o] Level 2 + methods based on factors that have a significant effect on the recorded fair value which are based on
observable market data;
(o] Level 3 + methods based on factors that have a significant effect on the recorded fair value which are not based on
observable market data.

The fair value hierarchy level to which fair value measurement is classified is determined based on the lowest level input that is
significant to fair value measurement in its entirety. For this purpose, the significance of the inputs used is evaluated by
reference to the total fair value measurement. If the fair value measurement uses observable inputs that require significa nt

adjustment based on unobservable inputs, the measurement is classified as Level 3. The assessment of whether particular
inputs used for measurement are important for the whole of the fair value measurement requires judgement, taking into
account factors  specific to the asset or liability.

In 2017 and 2016, there were no transfers between Level 1 and Level 2 fair value measurements, nor any of the instruments
were moved from/to Level 3 fair value measurements.

The Group does not introduce derivatives to a ccounting books as at the date of acquisition. As at the balance sheet date, they
are measured on the basis of information concerning their fair value received from banks.

(Al amounts are presented in PLN thousands, unless specified otherwise) 35
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Fair value determined on the basis of:
o Date of prices quoted relevant relevant non
Class of assets / liabilities I Total in an active observable observable
market data data
Level 1 Level 2 Level 3
Assets measured at fair value
Derivatives
- forward contract  +USD 31.12.2017 - - -
- forward contract ~*EUR 31.12.2017 - - -
Liabilities measured at fair value
Derivatives
- forward contract +USD 31.12.2017 1,102 - 1,102
- forward contract +*EUR 31.12.2017 12 - 12
Fair value determined on the basis of:
. Date of prices quoted relevant relevant non
Class of assets / liabilities measurement Total in an active observable observable
market data data
Level 1 Level 2 Level 3
Assets measured at fair value
Derivatives
- forward contract ~ *USD 31.12.2016 209 - 209
Liabilities measured at fair value
Derivatives
- forward contract ~ +USD 31.12.2016 - - -

,Q WKH *URXSTV RSLQLRQ WKH YDOXDWLRQ RI ILQDQFLDO LQVWUXPHQWY RWKHU WXf® PHDVXUH!

their accounting  valuation.

Note 11. Tangible fixed assets

The ownership structure of fixed assets

31.12.2017
Own assets 20,322
Assets used under rental, tenancy or other similar agreements, including lease 2794
agreements )
Total 23,046

Tangible fixed assets whose legal ownership is subject to restrictions and which constitute collateral for
liabilities

31.12.2017
- assets which constitute collateral for own credits and loans 13,375
- assets used under a financial lease agreement 2,724
The carrying amount of tangible fixed assets which are subject to 16.099

limited disposal or which constitute collateral

Amounts of contractual obligations for the acquisition of tangible fixed assets in the future

None.

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

The accompanying notes constitute an integral part of these consolidated financial statements

31.12.2016
19,067

3,625

22,692

31.12.2016

13,956
3,625

17,581
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Changes in fixed assets (by type) 2 for the period from January 1 st, 2017 to December 31 st, 2017
Fixed
Buildings Machinery Other assets
2017 Land and and Vehicles fixed under Total
structures equipment assets constructi
on
Gross carrying amount )
asat January 1 %, 2017 16,672 17,076 2,959 945 17 37,669
Increases due to: - 5 2,294 1,417 108 2,571 6,395
- acquisition of fixed assets - 5 2181 647 108 2,571 5,512
- concluded lease agreements - - - 770 - - 770
- other - - 113 - - - 113
Decreases due to: - - 248 1,197 23 1,782 3,250
- sales - - 31 977 8 - 1,016
- liquidation - - 104 53 15 - 172
- other - - 113 167 - 1,782 2,062
Gross carrying amount )
as at December 31 st 2017 16,677 19,122 3,179 1,030 806 40,814
Accumulated depreciation as at
January 1 %, 2017 - 2,711 9,769 1,914 584 - 14,978
Increases due to: - 699 2,416 581 152 - 3,848
- depreciation - 699 2,303 581 152 - 3,735
- other - - 113 - - - 113
Decreases due to: - - 254 781 23 - 1,058
- sales - - 37 612 12 - 661
- liquidation - - 103 28 11 - 142
- other - - 114 141 - - 253
Accumulated depreciation as
at December 31 st 2017 - 3,410 11,931 1,714 713 - 17,768
Net carrying amount - 13,267 7,191 1,465 317 806 23,046

as at December 31 st 2017

Impairment write -downs in 2017

None.

(All amounts are presented in PLN thousands, unless specified otherwise)
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Changes in fixed assets (by type)

2016

Gross carrying amount
as atJanuary 1 %, 2016

Increases due to:
- acquisition of fixed assets
- consolidation of EDL
- concluded lease agreements
- other
Decreases due to:
- disposal
- liquidation
- other

Gross carrying amount
as at December 31 st 2016

Accumulated depreciation as at
January 1 ', 2016

Increases due to:
- depreciation
- consolidation of EDL
- other
Decreases due to:
- liquidation
- sales
- other

Accumulated depreciation as
at December 31 ', 2016

Net carrying amount

as at December 31 st 2016

Impairment write
None.
Fixed assets under construction
Expenditures
incurred in

the financial
year

1.01.2017

17 2,571

Expenditures
incurred in
the financial
year

1.01.2016

452 894

st 2017

-downs in 2016

2 for the period from January 1 st, 2016 to December 31 st, 2016
Fixed
Buildings Machinery Other assets
Land and and Vehicles fixed under
structures equipment assets constructi
on
- 16,595 15,103 3,276 918 452
- 77 3,748 470 95 894
- 77 2,602 78 95 538
- - 33 - - -
- - 1,113 - - -
- - - 392 - 356
- - 1,775 787 68 1,330
- - 1,143 395 18 -
- - 623 - 50 -
- - 9 392 - 1,330
- 16,672 17,076 2,959 945 17
- 1,984 8,382 1,589 481 -
- 727 1,997 903 155 -
- 727 1,975 511 155 -
- - 22 - - -
- - - 392 - -
- - 610 578 52 -
- - 506 - 34 -
- - 96 186 17 -
- - 8 392 - -
- 2,711 9,769 1,914 584 -
- 13,961 7,308 1,045 360 17
Accounting for the expenditure
Buildings Technical Revaluation
} ' echnical write -downs
premises and : ) -
civil and naval equg):;ent Vehicles Otr;esrsgi(sed l;:ICIJSIng
engineering machines lCE
structures
- 1,776 - 6 -
Accounting for the expenditure
Buildings i I Revaluation
; ’ Technical write -downs
premises and : ) :
civil and naval equﬁ):éent Vehicles Otl;irsg?sed gl(lnsmg
engineering machines GlEEE
structures
77 1,245 - 8 -

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

The accompanying notes constitute an integral part of these

consolidated financial statements

Total

36,344

5,285
3,390
33
1,113
748
3,960
1,556
673
1,731

37,669

12,435

3,782
3,368
22
392
1,240
540
299
400

14,977

22,692

31.12.2017

806

31.12.2016

17
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Buildings with the carrying amount of PLN 13,109 thousand

, 2017

(as at December 31

st 2016: PLN 13,629 thousand) are covered by

D PRUWJDJH HVWDEOLVKHG WR VHFXUH WKH &RPSDQ\TV EDQN FUHGLWYV

In 2017 and 2016, there were no costs that met the criteria for capitalisation under IAS 23.

Fixed assets under finance lease

Fixe d assets
Gross value
Machinery and equipment 2,538
Vehicles 1,787
Other fixed assets 11
Total 4,336

Note 12.

Changes in intangible assets (by type)

Costs of
2017 developme
nt works
2ot oy 1 %2017 18,047
Increases due to: 3,758
- acquisitions 2,900
- reclassification 31
- other (own expenditure) 827
Decreases due to: 83
- liquidation -
- reclassification -
- other 83
Accumulated amortisation as at 7635
January 1 ', 2017 '
Increases due to: 1,072
- amortisation 1,041
- reclassification 31
Decreases due to: -
- liquidation -
- other -
Accumulated amortisation as 8.707
at December 31 %, 2017 '
Impairment write  -downs as at
January 1 ', 2017 )
Increase due to: -
- impairment -
Decrease -
Impairment write  -downs as at
December 31 ¥, 2017 )
Net carrying amount 13,015

as at December 31 st 2017

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

The accompanying notes constitute an integral part of these

Intangible assets

31.12.2017

Accumulated
depreciation

875

732

5
1,612

Right of
perpetual
usufruct of
land

321

321

70

245

2 for the period from January 1

31.12.2016
Net value Gross value AccumL_JIa_ted Net value
depreciation
1,663 3,730 994 2,736
1,055 1,861 981 880
6 14 5 9
2,724 5,605 1,980 3,625
st 2017 to December 31 st 2017
Intangible
Patents TG assets
and p Other under Total
. software .
licences constructio
n
371 21,530 665 6,082 47,017
32 (1,089) 1,398 3,639 7,738
32 297 - 2,742 5,971
- (1,386) 1,398 - 43
- - - 897 1,724
- 18 - 1,802 1,903
- 2 - - 2
- 16 - 1,802 1,818
- - - - 83
403 20,423 2,063 7,919 52,851
243 13,189 617 - 21,754
32 1,820 (21) - 2,909
32 1,473 315 - 2,867
- 347 (336) - 42
- 2 - - 2
- 1 - -
- 1 - - 1
275 15,007 596 - 24,661
- - - 491 491
- - - 310 310
- - - 310 310
- - - 801 801
128 5,416 1,467 7,118 27,389

consolidated financial statements
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Impairment write

In 2017, impairment write

-downs in 2017

system which the Group failed to implement.

Changes in intangible

2016

Gross carrying amount
as at January 1 %, 2016

Increases due to:
- acquisitions
- reclassification

- consolidation of Energy Data
Lab

- other
Decreases due to:

- disposal

- liquidation

- reclassification

- other

Gross carrying amount
as at December 31 st 2016

Accumulated amortisation as at
January 1 ', 2016

Increases due to:
- amortisation
- reclassification

- consolidation of Energy Data
Lab

Decreases due to:
- liquidation
- sales

Accumulated amortisation as
at December 31 %, 2016

Impairment write  -downs as at

January 1 ', 2016
Increase due to:

- impairment
Decrease

Impairment write  -downs as at
December 31 ¥, 2016

Net carrying amount

as at December 31 st 2016

Impairment write

In 2016, impairment write

-downs in 2016

assets (by type)

Costs of
developme
nt works

13,995

5,595
4,087
45

1,462
1,543

1,203
340

18,047

6,325

1,310
1,310

10,412

system which the Group failed to implement.

2 for the period from January 1

Right of
perpetual
usufruct of
land

Patents
— Computer
. software
licences
321 290 18,277
- 81 3,266
- 35 517
- - 2,383
- - 366
- 46 -
- - 13
- - 13
321 371 21,530
64 213 11,456
6 30 1,744
6 30 862
- - 848
- - 34
- - 12
- - 12
70 243 13,189
251 128 8,342

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

The accompanying notes constitute an integral part of these

consolidated financial statements

st, 2016 to December 31

Other

2,262

(1,180)

(1,180)

417
417

665

905

129
977
(848)

417

417

617

48

-downs were recognised in the amount of PLN 310 thousand. They relate to a financial and accounting

st 2016
Intangible
assets
under Total
constructio
n
5,880 41,026
2,689 10,452
2,689 7,329
- 1,248
- 366
- 1,508
2,487 4,460
- 417
- 13
- 1,203
2,487 2,827
6,082 47,017
- 18,963
- 3,219
- 3,185
- 34
- 429
- 12
- 417
- 21,754
181 181
310 310
310 310
491 491
5,591 24,773

-downs were recognised in the amount of PLN 310 thousand. They relate to a financial and accounting
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Value and area of land in perpetual usufruct

Land and 2 2
Mortgage Lot a;zaa[tm ] Value as at Lot a;esaa[tm ] Value as at
Address of the property Register or Lot No December December
document set December 31%, 2017 December 31%, 2016
No 31°%, 2017 ' 31%, 2016 ’
Land and
0\VARZLFH XO 2EU]H Mortgage
Zachodnia 37 Register No 2810/40 8,810 222 8,810 229
20997
Land and
0\VARZLFH XO 2EU]H Mortgage
Zachodnia 37 Register No 2840/40 291 8 291 8
20998
Land and
O\WWARZLFH2EWH*QD Mortgage 2838/40
Zachodnia 37 Register No 2839/40 570 15 570 15
20946
TOTAL: 9,671 245 9,671 252
The ownership structure of intangible assets
31.12.2017 31.12.2016
Own assets 27,389 24,773
Total 27,389 24,773
Intangible assets whose legal ownership is subject to restrictions and which constitute collateral for
liabilities
Title of liability / limited disposal 31.12.2017 31.12.2016
Right of perpetual usufruct of land 245 252
Total 245 252
Amounts of contractual obligations for the acquisition of intangible assets in the future
None.
Note 13. Goodwill
31.12.2017 31.12.2016
Atende Software sp. z 0.0. 3,173 3,173
Atende Medica sp. z 0.0. 2,523 2,523
Sputnik Software sp. z 0.0. 3,609 3,609
Phoenix Systems sp. z 0.0. 860 860
TrustlT sp. zo.0. 323 323
OmniChip sp. z o.0. 499 499
Energy Data Lab Sp. z 0.0. 935 935
Goodwill (net) 11,921 11,921

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

The accompanying notes constitute an integral part of these consolidated financial statements
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Change in goodwill due to consolidation

2017 2016
Gross carrying amount at the beginning of the period 11,921 10,986
Increases due to: - 935
- increase due to acquisition of an entity - 935
Gross carrying amount at the end of the period 11,921 11,921
Goodwill (net) 11,921 11,921
Impairment tests
The Group carried out annual impairment tests in relation to the goodwill in a business combination and disclosed in the
consolidated financial statements. The tests were carried out at the level of cash -generating units defined as the assets of the
individual subsidiaries on whose acquisition the tested goodwill component was generated. The recoverable amount was
calculated based on the value in use as at December 31 st 2017. The recoverable amount was estimated using the discounted
cash flow method based on financial forecasts for 2018 4#2022. The tests did not indicate any need to recognise i mpairment of
goodwill disclosed in the financial statements.
Below are presented the key assumptions adopted in impairment tests of material components of goodwill, i.e. goodwill arising
from the acquisition of control over Sputnik Software sp. z 0.0., Ate nde Software sp. z 0.0., and Atende Medica sp. z 0.0.
Sputnik Software sp. z 0.0. and Atende Software sp. z 0.0.
Key assumptions underlying the impairment tests:
(o] weighted average cost of capital of 10.1%,;
(o] growth rate after the forecast period at the level of 0%.
Impairment tests of goodwill arising from the acquisition of control over Sputnik Software sp. z 0.0. and Atende Software sp. z
0.0. were carried out on the basis of five -year financial forecasts of the companies based on the budget for 2018 as ap proved by
the Management Board. The Issuer's Management Board did not identify any material assumptions whose change by reasonably
expected values would result in an impairment loss.
Atende Medica sp. z 0.0.
Key assumptions underlying the impairment test:
(o] - weighted average cost of capital of 10.1%;
o - PDLQWHQDQFH RI WKH RSHUDWLQJ SURILW 3(%,7" GXULQJ WKH IRUHFDVW SHULRG DW D V
(6] - growth rate after the forecast period at the level of 0%.
Impairment test of goodwill arising from the acquisition of control over Atende Medica sp. z 0.0. was carried out on the basis of

WKH FRPSDQ\TV ILQDQFLDO |R{02F Dbasyd\dn th&ltudget for 2018 #2020 as approved by the Management Board.
7KH WHVW DVVXPHV DQ DQQXDO DYHUDJH R §rbvthDrate 6 hpi3akR40%\Vovet (the, Tofecast period. The
sensitivity analysis shows that in order for the recoverable amount of a cash -generating unit to which goodwill on the acquisition

of Atende Medica sp. z 0.0. has been allocated to equal its net book value as at December 31 % 2017, EBIT would need to
decrease by 17% year -on-year on average over the forecast period.

Note 14. Other fixed assets
31.12.2017 31.12.2016
Long -term trade receivables 146 69
Long -term prepayments 21,495 11,498
TOTAL 21,641 11,567
Note 15. Financial assets available for sale
31.12.2017 31.12.2016
Shares in companies not listed on the stock exchange 80 80
TOTAL 80 80
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Note 16. Other financial assets

Lease receivables
Other financial assets
Total other financial assets, of which:
- long -term

- short -term

Note 17. Inventories

Inventories are measured at the acquisition cost or manufacturing cost

31.12.2017 31.12.2016
937 -
58 58
995 58
798 58
197 -

which are not higher than their net realisable value as

at the balance sheet date. Net realisable value is the estimated selling price in the ongoing course of business, less estima ted

costs of completion and the costs necessary to make the sale.

31.12.2017 31.12.2016
Materials for manufacturing purposes 3,679 3,538
Semi -finished products and work in progress 3,811 3,731
Goods 6,546 3,650
Gross inventories 14,036 10,919
Revaluation write  -down on inventories 3,438 3,294
Net inventories 10,598 7,625
Inventories pledged as collateral
A registered pledge is established on inventories up to PLN 9,000 thousand as collateral for an authorised overdraft at BZ WB K
(as at December 31 *, 2016: PLN 7,500 thousand).
Inventories in the period from January 1 *' to December 31 ', 2017
Semi -
finished
Materials products and Goods Total

work in

progress
Value of inventories recognised as an expense in the period 48 54,630 120,114 174,792
Inv_entones write  -downs recognised as an expense in the 155 ) 65 220
period
Inventories write  -downs reversed in the period 38 - 38 76
Inventories in the period from January 1 ' to December 31 %, 2016

Semi -
finished
Materials products and Goods Total

work in

progress
Value of inventories recognised as an expense in the period 71 52,871 54,962 107,904
Inv_entones write  -downs recognised as an expense in the 336 ) ) 336
period
Inventories write  -downs reversed in the period 51 - 215 266

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

The accompanying notes constitute an integral part of these

43

consolidated financial statements



Consolidated financial statements of the Atende Group

for the year ended December 31 st 2017
Changes in inventories revaluation write -downs
Revaluation write - Revaluation write - Total inventories
downs for materials downs for goods revaluation write  -downs

As at January 1 %, 2017 3,126 168 3,294
Increase, including: 155 65 220

- recognition of revaluation write -downs 155 65 220
Decreases, including: 38 38 76

- reversal of revaluation write -downs - 38 38

- use of write -downs 38 - 38
As at December 31 st 2017 3,243 195 3,438
As at January 1 %, 2016 2,840 537 3,377
Increase, including: 1,072 - 1,072

- recognition of revaluation write -downs 1,072 - 1,072
Decreases, including: 787 368 1,155

- reversal of revaluation write -downs - 215 215

- use of write -downs 787 153 940
As at December 31 st 2016 3,126 168 3,294
Determining inventories revaluation write -downs is based on the principles presented in the description of adopted accounting
principles. Inventories write -downs are reversed when inventories to which the given write -down relates are sold or the
circumstances due to which the write -down was made no longer exist. The cost of inventories write -downs as well as their

UHYHUVDO DUH UHFRJQLVHG LQ WKH FXUUHQW SHULRGTV SURILW RU ORVV DV SDUW RI WKH FRVW

Inventory expenditure is based on detailed identification in respect of items allocated for specific projects or, according t o FIFO
method , in respect of remaining inventories; costs are recognised in the cost of goods sold. Write -downs on inventories
resulting from prudent valuation as well as write -downs on slow -moving goods and their reversals are recognised in the cost of
goods sold.
Note 18. Tra de receivables
31.12.2017 31.12.2016

Short -term trade receivables, including: 81,689 61,426

- from related entities - 4

- from other entities 81,689 61,422
Revaluation write  -downs (positive value) 919 1,159
Gross short  -term receivables 82,608 62,585

Trade receivables do not bear interest, and they are usually payable within 14 to 120 days.

The fair value of trade and other receivables does not differ significantly from their book values recorded in the balance sh eet.
The Issuer has a policy to sell only to verified customers. As a result, the management believes that this reduces credit risk over
the level resulting from doubtful debts allowance for the trade receivables of the Group.

As at December 31 %, 2017, trade receivables in the amount of PLN 919 thousand (December 31 ', 2016: PLN 1,159 thousand)
were deemed non  -performing and were written down. Changes to the receivables write -down are presented below.
(Al amounts are presented in PLN thousands, unless specified otherwise) 44
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Change in trade receivables revaluation write -downs *

OTHER ENTITIES
Trade receivables revaluation write -downs as at the beginning of the period
Increase, including:
- write -downs on overdue and disputable receivables
Decreases, including:
- use of revaluation write  -downs

- completion of proceedings

- reversal of revaluation write -downs due to repayment of receivables
Total revaluation write -downs on trade receivables as at the end of
the period

“including receivables under litigation

Trade receivables under litigation

Trade receivables brought before the court

Disputable receivables revaluation write -downs

Net value of trade receivables under litigation

Trade receivables + structure of overdue receivables as at December 31
Total L
overdue < 60 days

RELATED ENTITIES
Gross trade receivables - -
Revaluation write  -downs - -
Trade receivables (net) - -
OTHER ENTITIES

Gross trade receivables 82,608 78,792 2,273

Revaluation write  -downs 919 -

Trade receivables (net) 81,689 78,792 2,273
TOTAL

Gross trade receivables 82,608 78,792 2,273

Revaluation write  -downs 919 -

Trade receivables (net) 81,689 78,792 2,273

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

31.12.2017

1,159
509
509
749
305

53
391

919

31.12.2017

342
71

271

st 2017

Overdue for

60 90 90 +180
days days
67 253
67_ 253_
67 253
67_ 253_

The accompanying notes constitute an integral part of these consolidated financial statements

31.12.2016

1,439
485
485
765
285
100
380

1,159

31.12.2016

180 1360
days

354
326
28

354
326
28

271
72

199

> 360
days

869
593
276

869
593
276
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Trade receivables

Total
RELATED ENTITIES

Gross trade receivables 4
Revaluation write  -downs

Trade receivables (net) 4

OTHER ENTITIES
Gross trade receivables 62,581
Revaluation write  -downs 1,159
Trade receivables (net) 61,422
TOTAL

Gross trade receivables 62,585
Revaluation write -downs 1,159
Trade receivables (net) 61,426

Note 19.

Other receivables, including:
- relating to tax, excluding corporate income tax
- advances for deliveries
- from deposits paid
- from employees
- valuation of derivative instruments
- from appeals against judgements and penalties
- other
Revaluation write  -downs

Other gross receivables

Other receivables brought before the court

Note 20.

Property insurance
Subscription of magazines
Prepaid maintenance costs
Uncompleted services
Term licences

Member contributions
Other prepayments

Prepayments and deferred expenses

Other receivables

2 none.

st 2017

2 structure of overdue liabilities as at December 31

Non -
overdue < 60 days
4
.
57,445 3,015
57,445 - 3,015
57,449 3,015
57,449 - 3,015

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

The accompanying notes constitute an integral part of these

st 2016

Overdue for

60 90 90 #180
days days

249 348

249 348

249 348

249 348

31.12.2017

1,587
624
260
158

64
386
95

1,595

Short -term prepayments and deferred expenses

31.12.2017

419

34

19,165

851
158

29
112

20,768

consolidated financial statements

180 360 > 360
days days

86 1,438
- 1,159
86 279

86 1,438
- 1,159
86 279

31.12.2016

1,204
405
223

35

209

332

1,204

31.12.2016

372
35
8,750
853
64
18
127
10,219
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Note 21. Cash and cash equivalents

Cash in hand and at bank:

- cashin hand

- bank accounts
Other cash:

- cash in transit

- overnight deposits

- short -term deposits with maturities of up to 3 months
Total

Cash at bank earns interest at floating interest rates based on

31.12.2017

daily bank deposit interest rates. Short

11,427
128
11,299

78,220
195
76,274
1,751

89,647

31.12.2016
3,298
108
3,190
12,572

12,572
15,870

-term deposits are made

for varying periods ranging from one day to three months, depending on the immediate cash requirements of the Group
ates. The fair value of cash and cash equivalents

companies, and earn interest at the respective short
equals their carrying value.

Cash at the disposal of the entity, not shown in the balance sheet item
Cash at the Company Social Benefits Fund

Available, unused cash under
Total

the working capital credit

Note 22. Share capital

Number of shares
Face value of shares (PLN)

Share capital

Share capital 2 structure

— Type
Seriesfissue Type of limitations Number of
type of of shares . Face value
of rights to shares
shares preference
shares
A N/A N/A 1,524,000 0.20
B N/A N/A 1,143,000 0.20
C N/A N/A 2,266,865 0.20
D N/A N/A 31409 479 0.20
Total: 36,343,344

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

The accompanying notes constitute an integral part of these

-term deposit interest r

31.12.2017
89
31,051
31,140
31.12.2017
36,343,344
0.20
7,269
Value (PLN)
of series / Means of
issue coverage
according to of capital
face value
shares
304,800 in KLK sp. zo.0.
shares
228,600 in KLK sp. z 0.0.
acquisition
453.373 of ATM Systemy
’ Informatyczne sp. z
0.0.
transfer
of a part of the
assets of ATM S.A.
281
6,281,896 as the Organised
Part of the
Enterprise
7,268,669

consolidated financial statements

31.12.2016

124
29,320
29,444

31.12.2016

36,343,344
0.20
7,269

Registration
date

5.01.2009

5.01.2009

3.01.2011

25.04.2012
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Change in share capital

2017 2016
Opening balance of share capital 7,269 7,269
Increases = -
Closing balance of share capital 7,269 7,269

Shareholders

Notices provided in accordance with Article 69 of the Act of July 29 th 2005 on public offer (...) reveal that the following
VKDUHKROGHUVY KDYH DW OHDVW RI WKH WRWDO QXPEHU RI YRWHV DW WKH &RPSDQ\TV JHQHUD

of votes
1

1 Share in the number

LITIEE? S ES at the General Meeting

Roman Szwed together with the related entity Spinoza
2

Investments Sp. z 0.0. S.K.A. 11,956,958 32.90%
Nationale -Nederlanden 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 2017. The structure and ownership of shares did not change in 2017 and in 2018 until the date of pub lication of this
report. The number of shares is equal to the number of votes at the general meeting. Percentage share of the afo rementioned shareholders in the
&RPSDQ\fV VKDUH FDSLWDO FRUUHVSRQGYV WR WKH SHUFHQWDJH VKDUH LQ WKH QXPEHU RI YRWHV DW WKH *HQ
2 Spinoza Investments Sp. z 0.0. S.K.A. is an entity controlled in 100%, directly and indirectly (through Spinoza )XQGXV] ,QZHVW\F\MQ\ =DPNQL W\
$NW\ZyZ 1LHSXEOLF]Q\FK E\ 5RPDQ 6]ZHG

Note 23. Supplementary capital from share premium

Supplementary capital of PLN 14,753 thousand was created from share premium of PLN 15,741 thousand, which was reduced
by a deferred tax  provision in the amount of PLN 988 thousand in respect of the difference between the carrying amount and
tax value of fixed assets contributed to the Company as the Organised Part of the Enterprise.

Note 24. Equity attributable to non - controlling shareholders
SS(') %Z:ﬁ 'I?lltsgi?:(; Phoenix Omnichip A2CC EDL Total
Opening balance 5,341 1,652 1,066 666 - 359 9,084
Establishment of A2CC - - - - 240 - 240
Share in the result of subsidiaries 1,415 187 56 90 (320) 1,428
Closing balance 6,756 1,839 1,122 666 330 39 10,752

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

The accompanying notes constitute an integral part of these

consolidated financial statements
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Results of subsidiaries with share of non

The following table shows key financial data concerning related companies with share of non

st

, 2017

- controlling interests

December 31 ', 2017 /2017

Sputnik Software sp. z 0.0.
Atende Medica sp. z 0.0.
Phoenix Systems sp. z 0.0.
OmniChip sp. z 0.0.
Energy data Lab sp. z 0.0.

A2 Customer Care Sp. z 0.0.

December 31 ', 2016/ 2016

Sputnik Software sp. z 0.0.
Atende Medica sp. z 0.0.
Phoenix Systems sp. z 0.0.
OmniChip sp. z o.0.
Energy data Lab sp. z 0.0.

1

Equity

13,613
3,101
2,289
1,482

(25)
825

10,076
2,526
2,175
1,483

775

'Balance sheet data as at the last day of the financial year, results for the entire

Note 25.

Overdraft facilities

Bank credits

Loans

Total credits and loans, including:
- long -term

- short -term

The maturity

Short -term credits and loans

Long -term credits and loans
- payable between 1 and 3 years
- payable between 3 and 5 years

Total credits and loans

Average interest rates on credits

Authorised overdrafts

Investment credits

structure of credits and loans

Credits and loans

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

The accompanying notes constitute an integral part of these

-controlling interests.

consolidated financial statements

VElE \_/alp e 2 Sales revenue Net profit
assets liabilities
21,369 7,756 25,971 3,537
11,431 8,330 12,725 575
3,998 1,709 1,580 113
2,057 574 1,436 1)
462 487 23 (800)
1,012 187 1,986 225
14,395 4,319 15,110 887
6,160 3,634 1,796 (1,274)
2,843 667 1,154 (260)
1,539 55 1,188 8
830 55 328 (650)
financial year.
31.12.2017 31.12.2016
1,857 2,838
2,117 3,074
5,660 7,475
9,634 13,387
3,002 6,030
6,632 7,357
31.12.2017 31.12.2016
6,632 7,357
3,002 6,030
3,002 5,324
- 706
9,634 13,387
31.12.2017 31.12.2016
2.72% 2.69%
2.61% 2.57%
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Credits and loans 2 as at December 31 st 2017
Utilisation
December 31 2 Repaymen
2017 ’ credit Short - Long - Interest q Collateral
el term term tdate
portion portion
Bank Zachodni WBK WIBOR 1M - registered pledge on inventories up to the amount
(authorised 6,000 - - plus bank 31.07.2018  Of PLN 9,000 thousand; .
overdraft) margin - assignment o_f receivables under the insurance
contract relating to the pledged asset.
mBank SA WIBOR OIN - contractual joint mortgage on properties up to the
(authorised 25,000 1,685 - plus bank 3005201 ~ amountof PLN 42,500 thousand:
overdraft) margin - blank promissory note with promissory note
declaration.
- contractual joint mortgage on a property is
included in the amount of PLN 42,500 thousand
mBank SA WIBOR 1M indicated apove; . .
(investment credit) 6,000 706 1,411 plus belmk 31.12.2020 - blank promissory note with promissory note
margin declaration;
- assignment of future receivables from property
tenants.
Loan from DLL 1300 433 217 } 15.04.2019 Own blanlf promissory note with promissory note
! o declaration;
Own blank promissory  note with promissory note
Loan from DLL 4,780 1,612 821 - 15.04.2019 declaration;
Own blank promissory note with promissory note
Loan from DLL 1,064 355 - - 15.03.2018 declaration:
Own blank promissory note with promissory note
Loan from DLL 1,100 367 - - 15.03.2018 declaration:
Own blank promissory note with promissory note
Loan from DLL 161 54 54 - 15.12.2019 declaration;
Loan from DLL 260 195 B 15.08.2018 Own blanlf promissory note with promissory note
o declaration;
Loan from DLL 603 301 296 15.07.2019 Own blanlf promissory note with promissory note
T declaration;
Loan from DLL 1025 752 273 15.06.2019 Own blanlf promissory note with promissory note
! o declaration;
mBank S.A. WIBOR 1M
(authorised 408 172 - plus bank 28.10.2017 - surety granted by Atende Software Sp. z 0.0.
overdraft) margin
mBank S.A. WIBOR 1M . . .
(authorised 1,500 ) ; plus bank 19.06.2018 - own blar_1k promlssory note with promissory note
overdraft) margin declaration;
TOTAL 49,201 6,632 3,002 - - -

In 2017, there were no credits and loans in foreign currencies.

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

The accompanying notes constitute an integral part of these consolidated financial statements
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Credits andloans 2 as at December 31 st 2016
Base Utilisation
December 31 ) Short - Long -
201, credit
016 - term term
portion portion

Bank Zachodni WBK
(authorised 6,000 - -
overdraft)
mBank SA
(authorised 25,000 2,680 -
overdraft)
mBank SA
(investment credit) 6,000 706 2118
Loan from DLL 1,300 433 650
Loan from DLL 4,780 1,574 2,433
Loan from DLL 1,064 709 355
Loan from DLL 1,100 733 367
Loan from DLL 161 54 107
mBank S.A.
(authorised 408 408 -
overdraft)
Loan from a natural 60 60 .
person
mBank S.A.
(authorised 1,000 - -
overdraft)
TOTAL 46,873 7,357 6,030

In 2016, there were no credits and loans in foreign currencies.

Note 26.

Lease liabilities

Liabilities from financing assignment of claims

Liabilities under forward contracts

Total financial liabilities

- long -term

- short -term

Lease liabilities

Short -term lease liabilities
Long -term lease liabilities,  including:
- from 1 to 5 years

Total lease liabilities

Other financial liabilities

Repaymen
Interest tp de)x/te Collateral
- registered pledge on inventories up to the amount
Wlll?sobznllivl 31.07.2017 of PLN 7,500 thousand;
pmar in o - assignment of receivables under the insurance
9 contract relating to the pledged asset.
- contractual joint mortgage on properties up to the
WIIESbRa(n)IiN 30.05.2018 amount of PLN 42,500 thousand;
pmar in o - blank promissory note with promissory note
9 declaration.
- contractual joint mortgage on a property is
included in the amount of PLN 42,500 thousand
WIBOR 1M indicated above;
plus bank 31.12.2020 - blank promissory note with promissory note
margin declaration;
- assignment of future receivables from property
tenants.
} 15.04.2019 Own blank promissory  note with promissory note
T declaration;
} 15.04.2019 Own blank promissory note with promissory note
T declaration;
} 15.03.2018 Own blank promissory note with promissory note
T declaration;
} 15.03.2018 Own blank promissory note with promissory note
T declaration;
} 15.12.2019 Own blank promissory note with promissory note
o declaration;
WIBOR 1M
plus bank 28.10.2017 - surety granted by Atende Software Sp. z 0.0.
margin
7.5% 15.04.2017 - none
WIBOR 1M - own blank promissory note with promissory note
plursnl;;ag;lg 19.06.2018 declaration;
31.12.2017 31.12.2016
3,098 2,842
1,932 -
1,114 -
6,144 2,842
2,933 1,543
3,211 1,299
31.12.2017 31.12.2016
1,131 1,299
1,967 1,543
1,967 1,543
3,098 2,842

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

The accompanying notes constitute an integral part of these

consolidated financial statements
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Note 27.

Trade liabilities

st 2017

Trade liabilities
- to related entities

- to other entities

Note 28. Other liabilities

Liabilities from other taxes, duties, social security and other insurance, with
the exception of corporate income tax

- VAT
- personal income tax
- social security contributions (ZUS)
- other
Other liabilities
- payroll liabilities towards employees
- other liabilities
Accruals
- due to employee leaves
- due to bonuses and payroll
- due to uninvoiced costs
- other
Total other liabilities
- long -term

- short -term

Note 29.

The Act on Company Social Benefits Fund of March 4

31.12.2017

125,399
159
125,240

31.12.2017

17,938

16,319
486
1,126
7
721
487
234
9,416
1,133
4,675
3,498
110
28,075
22
28,053

Social assets and liabilities of the Company Social Benefits Fund

31.12.2016
32,583

32,583

31.12.2016

10,682

9,240
502
933

7
567
493

74

5,271

1,056

3,023

1,057
135

16,520

7

16,513

th 1994, as amended, requires the companies that employ more than 20

full -time employees to establish a Company Social Benefits Fund. The Group operates such a Fund and makes periodical

charges to it in the amount agreed upon with the representatives of the

The Group has netted the assets of the Fund with the liabilities to the Fund, as thes

Analysis of assets, liabilities and costs of the Fund and the net balance

Loans granted to employees
Cash

Liabilities towards the Fund
Net balance

Contributions to the Fund in the reporting period

Note 30. Contingent liabilities and collateral

&ROODWHUDO HVWDEOLVKHG RQ WKH *URXSTV DVVHWYV
Collateral for bank credits

Collateral for lease agreements concluded

&ROODWHUDO HVWDEOLVKHG RQ WKtetaFURXSTV DVVHWV

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

The accompanying notes constitute an integral part of these

31.12.2017

89
89

150

31.12.2017
53,000
797
53,797

consolidated financial statements

workforce. The Fund does not own tangible fixed
DVVHWY 7KH )XQGTV SXUSRVH LV WR VXEVLGLVH WKH *URXSTV VRFLDO DFWLYLW\

e are not separate assets of the Company.

31.12.2016

124
125

118

31.12.2016
51,000
738
51,738
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As at December 31, 2017:

(o] the amount of PLN 53,000 thousand is made up of the following items:
PLN 42,500 thousand 2 mortgage securing the debt due to a bank overdraft facility and investment loan taken
out by Atende S.A. from mBank S.A,;
PLN 9,000 thousand 2 registered pledge on inventories under the bank overdraft facility extended by BZ WBK;
PLN 1,500 thousand 2 collateral for a bank overdraft taken out by Sputnik Software sp. z o .0.

(o] PLN 797 thousand 2 bills of exchange securing debt due to lease agreements concluded by Sputnik Software sp. z

0.0.

As at December 31 ', 2016:

(o] the amount of PLN 51,000 thousand is made up of the following items:
PLN 42,500 thousand 2 mortgage securin g the debt due to a bank overdraft facility and investment loan taken
out by Atende S.A. from mBank S.A,;
PLN 7,500 thousand  *registered pledge on inventories under the bank overdraft facility extended by BZ WBK;
PLN 1,000 thousand 2 collateral for a bank  overdraft taken out by Sputnik Software sp. z 0.0.

(o] the amount of PLN 738 thousand is made up of the following items:
PLN 137 thousand 2 bill of exchange liabilities securing debt due to lease agreements concluded by Atende

S.A;
PLN 601 thousand 2 bills of exchange securing debt due to lease agreements concluded by Sputnik Software
sp. z 0.0.

Guarantees and sureties granted 31.12.2017 31.12.2016
Liabilities due to bank guarantees granted largely as a security for 17571 13,380
performance of trade contracts
Surety for the repayment of a lease liability 1,156 137
Total guarantees and sureties granted 18,727 13,380

As at December 31 ', 2017:

(o] the amount of PLN 17,571 thousand is made up of the following items:
PLN 11,538 thousand 2 the value of tender guarantees and guarantees of proper contract performance, the
guarantee principal is Atende S.A.;
PLN 4,251 thousand 2 the value of guarantees of proper contract performance and tender guarantees, the
guarantee principal is Sputnik Software sp. z o. 0.
PLN 1,594 thousand 2 the value of liabilites due to bank guarantees granted largely as a security for
performance of trade contracts, the guarantee principal is Atende Medica sp. z o0.0.
PLN 188 thousand 2 the value of liabilities due to bank guarantee s granted largely as a security for
performance of trade contracts, the guarantee principal is Atende Software sp. z 0.0.

(6] PLN 1,156 thousand 2 surety granted by Atende S.A. for the repayment of liabilities under a lease agreement

concluded by TrustIT sp. z 0.0.

As at December 31 ', 2016:
(6] the amount of PLN 13,380 thousand is made up of the following items:
PLN 10,859 thousand 2 the value of tender guarantees and guarantees of proper contract performance, the
guarantee principal is Atende S.A.;
PLN 2,028 th ousand 2 the value of guarantees of proper contract performance and tender guarantees, the
guarantee principal is Sputnik Software sp. z 0.0.;
PLN 493 thousand 2 the value of guarantees of proper contract performance, the guarantee principal is Atende
Medica sp. z 0.0.
o] PLN 137 thousand  + promissory note issued as a surety granted by Atende S.A. for the repayment of liabilities
under a lease agreement concluded by Atende Software sp. z 0.0.

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

The accompanying notes constitute an integral part of these consolidated financial statements
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for the year ended December 31 st 2017
Note 31. Receivables and liabilities arising from long - and short -termfi nance
leases

Finance lease receivables

31.12.2017
Gross lease investment Present value of payments
Within 1 year 266 197
In the period from 1 to 5 years 842 740
Total gross lease investment 1,108 937
Future interest income 171 X
Present value of minimum lease payments, including: 937 937
- short -term - 197
- long -term - 740
In 2016, there were no finance lease receivables.
Finance lease and hire purchase liabilities
31.12.2017 31.12.2016
Minimum Present value of Minimum Present value of
payments payments payments payments
Within 1 year 1,207 1,131 1,392 1,299
In the period from 1 to 5 years 2,025 1,967 1,616 1,544
Total minimum lease payments 3,232 3,098 3,008 2,843
Future interest expense 134 X 165 X
Present val_ue of .mlrylmum lease 3,098 3,098 2.843 2843
payments, including:
- short -term 1,131 - 1,299 -
- long -term 1,967 - 1,544 -
Finance lease agreements concern machinery, equipment and vehicles. As at December 31 st 2017, the Group was a party to 24
agreements, under which it leased assets with a total net value of PLN 2,724 thousand, including:
o machinery and equipment +PLN 1,663 thousand,;
(o] other fixed assets 2 PLN 6 thousand;
(o] vehicles 2 PLN 1,055 thousand.
As at December 31 %, 2016, the Group was a party to 30 agreements, under which it leased assets with a total net value of PLN

3,729 thousand, including:
o machinery and equipment +PLN 2,736 thousand,;
(o] vehicles 2 PLN 880 thousand;
(o] other fixed assets 2 PLN 9 thousand;
(o] parts for fixed assets 2 PLN 104 thousand.

The agreements provide neither for contingent rents nor any subleases. Most agreements include a clause concerning the
purchase option at a contractual price lower than the fair value of the leased asset. The agreements do not impose any
constraints on the lessee apart from the payment of liabilities arising from lease instalments and the general terms and
conditions concerning the proper use of leased assets.

The lease agreements were concluded for the periods ranging from 24 to 60 months, and are denominated in PLN.

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

The accompanying notes constitute an integral part of these consolidated financial statements
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Note 32.

Grants
- development works
+intangible assets
Deferred income
- services performed in future periods
- advance payments for future supplies

Deferred  income, including:

- long -term

- short -term
Grants Date (fJ:| ;Z(i:r?épt of
ISW POLITECHNIKA 18.01.2016
NCBIR - Demo+ 24.12.2013
ISW POLITECHNIKA = 02.05.2017
'ss,ﬂrZSCLr:ZECHN'KA * 28.09.2017
IUSER 03.11.2017
NCBIR 26.09.2017
NCBIR 30.11.2017
Grants R

Note 33.

Provisions for pensions and similar benefits
- for pensions and disability benefits
- for years of service  awards

Total, of which:
- long -term

- short -term

Specification

As atJanuary 1 %, 2017

Current service costs

Past service costs

Interest expense

Benefits paid

Actuarial (gains)/losses, including:
- from changes in financial assumptions
- from changes in demographic assumptions
- other

As at December 31 st 2017

De ferred income

Provision for pensions and similar benefits

31.12.2017 31.12.2016
1,913 1,611
1,757 1,611
156 -
93 4,108
60 438
33 3,670
2,006 5,719
1,207 1,316
799 4,403
Funding value The amount remaining End date of funding
to be received settlement
801 124 21.12.2018
2,069 201 30.06.2017
246 - 21.12.2018
246 156 21.12.2018
460 133 28.02.2020
3,300 2790 31.10.2019
1,486 1,386 02.09.2019
8,608 4,790
31.12.2017 31.12.2016
888 752
404 315
484 437
888 752
791 702
97 50
) Severance pay
: year:m?aflri‘imce on retirement Total
and disability
437 315 752
73 60 133
(18) 37 19
16 9 25
(92) (18) (110)
68 2 70
(12) (16) (28)
1 3 4
79 15 94
484 404 888
55
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for the year ended December 31 st 2017
Liabilities were determined using the projected unit credit method. The value of future liabilities was calculated with the u se of
the method of accumulated future benefits, taking into account the forecast growth of remuneration based on which the future
benefits are calculated. The likelihood of achieving an entitlement to a years of service award, one -off severance payment on
retirement or disability was also taken into account. The discount rate of 3.25% and lon g-term annual remuneration growth rate
of 3.25% were assumed. The variability of these probabilities as well as of the applied discount rate by +/ -0.25% would,
together, cause a change in the provision by +/ - PLN 20 thousand.
As regards employee benefits, the Group is not a party to any wage bargaining agreements or collective employment
agreements. Moreover, the Group does not provide for any pension schemes managed directly by the Group or by external
funds. The costs of employee benefits include salaries payable according to the terms and conditions of employment contracts
concluded with individual employees and the costs of pension benefits (retirement severance pay) payable to employees
pursuant to the Labour Code provisions at the end of their employme nt period. Short -term employee benefit liabilities are
measured according to general principles. Long -term benefits are estimated using actuarial methods.

Note 34. Financial risk management objectives and policies

7KH *URXSTV SULQFLSDO ILQDQFL 36 ban® br&dits afiHoan, indnBeFeakkek, hire purchase commitments, cash
and short - WHUP GHSRVLWV 7KH PDLQ SXUSRVH RI WKHVH ILQDQFLDO LQVWUXPHQWY LV WR UDLVH

Group also uses other financial instruments, including t rade receivables and liabilities, which arise directly in the course of its

operations.

The Group also carries out transactions involving derivatives, primarily forward contracts. The purpose of these transactions is

to manage the currency risk arising in WKH FRXUVH RI WKH *URXSTV DFWLYLW\ DQG IURP WKH ILQDQFLQJ VRXI

policy that no trading in financial instruments shall be undertaken.

7KH PDLQ ULVNV DULVLQJ IURP WKH *URXSTV ILQDQFLDO L QV WUuskHote@WcdrréncyHisk gndvdreditH VW UDWH UL
risk. The Management Board reviews and agrees on the policies for managing each of these risks. The policies are summarised

below. The Group also monitors the market price risk arising from all financial instruments

Interest rate risk

7KH *URXS FRPSDQLHVY H[SRVXUH WR WKH ULVN FDXVHG E\ LOQWHUHVW UDWH IOXFWXDWLRQV LV S

Amount

31.12.2017
Variable interest rate
Interest -bearing credits and loans 3,974
Other financial liabilities +finance leases 3,098
Cash in current accounts 11,299
Cash in bank deposits 78,025
Fixed interest rate
Interest -bearing credits and loans 5,660
Finance lease receivables 937

31.12.2016
Variable interest rate
Interest -bearing credits and loans 5,972
Other financial liabilities +finance leases 2,842
Cash in current accounts 3,190
Cash in bank deposits 12,572
Fixed interest rate
Interest -bearing credits and loans 7,415
Investment credit interest rate is based on the variable WIBOR 1M rate. In 2017, the average interest rate was 2.61% (in 2016:
2.57%). In the case of an increase in average interest rates by 1%, the cost of credit in 2017 would increase by PLN 115

thousand, and in the case of a fall 2 it would be lower by PLN 115 thousan d.
Overdraft interest rate is based on the variable WIBOR O/N or WIBOR 1M rate. In 2017, the average interest rate was 2.72%

(in 2016: 2.69%).

(Al amounts are presented in PLN thousands, unless specified otherwise) 56
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Deposit interest rate is based on the variable WIBID O/N rate. In 2017, the average interest rate was 1.28% (in 2 016: 1.34%).
Currency risk

The Group is exposed to the risk of changing currency exchange 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 Group uses currency risk hedging instruments, e.g. forward transactions. In

DFFRUGDQFH ZLWK WKH FRPSDQ\TV SROLF\ DW OHDVW Rl FXUUHQF\ WUDQVDFWWRQV DUH KH
GLYHUVLILHVY WKH H[FKDQJH UDWH ULVN ,Q WKH ,VVXHUfV RSLQLRQ WKH DERYHPHQWEeRQHG PHD
possible impact of adverse exchange rate changes on the financial performance of the Capital Group.

The carrying amounto | WKH *URXSYV DVVHWYV DQG OLDELOLWLHV LQ IRUHLJQ FXUUHQFLHV DV DW WK
receivables and cash. These amounts are as follows:

Trade liabilities as at December Trade receivables as at Cash
31,2017 December 31 ¥, 2017 31.12.2017
CUR PLN CUR PLN CUR PLN
Currency +EUR 254 1,060 5 20 257 1,071
Currency +USD 15,053 52,404 247 861 1,437 5,002
If the exchange rate had increased by 10% in relation to the exchange rate from the balance sheet valuation for EUR, USD, wit h

DOO RWKHU YDULDEOHV UHPDLQLQJ DW D FRQVWDQW OHYHO -Mbkthpe&iBPreBde@DEoemded 8¢ UH'Y XOW IRU
2017 would have been lower by PLN 4,651 thousand on account of assets and liabilities denominated in EUR and USD.

Trade liabilit ies as at December Trade receivables as at Cash
31%, 2016 December 31 ', 2016 31.12.2016

CUR PLN CUR PLN CUR PLN
Currency +EUR 267 1,183 11 48 43 191
Currency +USD 4,746 19,836 532 2,222 27 112
If the exchange rate had increased by 10% in relation to the exchange rate from the balance sheet valuation for EUR, USD, with
DOO RWKHU YDULDEOHY UHPDLQLQJ DW D FRQVWDQW OHYHO -MbktH p&iBdPeBde@ DEoemBer L UHYXOW IRU
2016 would have been lower by PLN 1,844 thousand on accou nt of assets and liabilities denominated in EUR and USD.
Credit risk
Credit risk is the risk of a counterparty defaulting on its obligations, thus exposing the Group to financial losses. The Gro up
companies mitigate credit risk by concluding transactions o nly with creditworthy undertakings. Before cooperation is initiated,

internal preliminary verification procedures are conducted. Moreover, since receivable amounts are monitored on an ongoing
EDVLV WKH *URXS FRPSDQLHVY H[SRVXUH WBconiKg-Linddllactibldis insigrifiednty DE O H V

$V FRQFHUQV WKH *URXSYTV ILQDQFLDO DVVHWV LQFOXGLQJ FDVK GHSRVLWVY DQG L@XHVWPHQW
LV GLUHFWO\ UHODWHG WR WKH RWKHU SDUW\{V LQDEL O towhis WiRedd&s théddarGying/\alde BfdHeL P XP H[SRV XU
instrument in question.

As at December 31 *, 2017, financial asset impairment write -downs came to PLN 919 thousand (as at December 31 st 20186,
they amounted to PLN 1,159 thousand.) These write -downs concern own  receivables from other undertakings, of which PLN 72
thousand are receivables currently under litigation, and PLN 847 thousand are receivables likely to prove uncollectible accor ding

to the Group estimates.

As at December 31 ', 2017, no financial asseti  tems were present whose repayment terms had been renegotiated. No significant
security has been established for the benefit of the Group companies arising from the financial assets held by them.

(Al amounts are presented in PLN thousands, unless specified otherwise) 57
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Maturity analysis of loans and receivables as well as financi al assets at fair value through profit or loss
Overdue for
Total Non-
overdue < 60 days 60 90 90 #180 180 360 > 360
days days days days
31.12.2017
Trade receivables 82,754 78,938 2,273 67 253 354 869
Revaluation write  -downs (919) - - - - (326) (593)
Finance lease receivables 937 937 - - - - -
,cAjssgtrsn (farrc;m contracts with 12,731 12,731 ) ) B ) )
Other receivables 292 292 - - - - -
Cash and cash equivalents 89,647 89,647 - - - - -
31.12.2016
Trade receivables 62,585 57,449 3,015 249 348 86 1,438
Revaluation write  -downs (1,159) - - - - - (1,159)
?S;c,;trsn ;rrosm contracts with 6,594 6,594
Other receivables 209 209 - - - - -
Cash and cash equivalents 15,870 15,870 - - - - -
Liquidity risk

The Issuer monitors the risk of the lack of funds using a periodical liquidity planning tool. This tool takes into account maturity
dates, both of investments and financial assets (e.g. accounts receivable, other financial assets) and forecast cash flows fr om
operati ng activity.

7KH *URXSTV REMHFWLYH LV WR PDLQWDLQ D EDODQFH EHWZHHQ FRQWLQXLW\ DQG IOEd[LELOLW\
use of various sources such as bank overdrafts, bank credits and loans, and finance leases.

The following table sets RXW WKH FDUU\LQJ DPRXQW RI WKH *URXSTV ILQDQFLDO LQVWUXPHQWY WKDW D
into particular age categories, based on undiscounted payments.

upto 3 from 3 to 12 from1to5

ChiCizhl months months years e

31.12.2017
Interest -bearing credits and loans - 1,595 5,101 3,083 9,778
Trade liabilities 1,269 123,584 76 470 125,399
Liabilities from financing assignment of claims - 241 725 966 1,932
Accruals - 3,498 - - 3,498
Finance leases - 318 889 2,025 3,232
Derivatives - 1,029 85 - 1,114

- inflows - 36,775 3,368 - 40,143

- outflows - 37,804 3,453 - 41,257
31.12.2016
Interest -bearing credits and loans - 1,427 2,846 6,111 10,384
Trade liabilities - 30,252 30 - 30,282
Accruals - 1,015 - 5 1,020
Finance leases 146 379 489 - 1,014
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Note 35. Information on financial instruments

Financial assets and liabilities divided into categories (as per IAS 39)

Financial assets and liabilities by category 31.12.2017 31.12.2016

Financial assets

Loans and receivables 184,505 83,890
Financial assets measured at fair value through profit or loss : - 209
Financial assets available for sale 80 80

Financial liabilities
Financial liabilities measured at amortised cost 143,583 52,100

Financial liabilities  at fair value through profit or loss : 1,114 -

" classified as held for trading

Taking into account the nature and specific features of the financial instrument categories presented above, the following

classes of instruments have been distinguished within individual groups:

With regard to the category of loans and receivables 31.12.2017 31.12.2016
Trade receivables and assets from contracts with customers 94,566 68,020
Cash and cash equivalents 89,647 15,870
Other receivables 292 -
Total 184,505 83,890
With regard to the category of financial liabilities measured at amortised cost 31.12.2017 31.12.2016

Long -term liabilities 22 7
Liabilities due to credits and loans 9,634 13,387
Trade liabilities 125,399 32,583
Accruals due to uninvoiced  costs 3,498 3,281
Finance lease liabilities 3,098 2,842
Liabilities from financing assignment of receivables 1,932 -
Total 143,583 52,100
Hedges

In 2016 and 2017, the Group companies did not apply hedge accounting.

Note 36. Capital management

7KH *URXSYV SULPDU\ REMHFWLYH ZKHQ PDQDJLQJ FDSLWDO LV WR PDLQWDLQ D JRRGOoRUHGLW UD
WKH *URXSYV RSHUDWLQJ DFWLYLWLHY DQG LQFUHDVH LWV YDOXH IRU VKDUHKROGHUV

The Group manages the capital structure and makes ad justments to it in the light of changes in economic conditions. In order to
maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, return capital t o]
shareholders, or issue new shares. In 2017 and 2016, WKHUH ZHUH QR FKDQJHV WR WKH &RPSDQ\TV REMHFW|

processes for managing capital.

The Group uses external capital (interest -bearing liabilities) to optimise the structure and cost of capital raising.

As at December 31 %, 2017 and December 31 WKH *URXS{V HTXLW\ DPRXQWHG WR 3/1 WKRXVDQG D
thousand respectively and accounted for 26.9% and 42.42% of total equity and liabilities respectively. The Group paid out

dividend in the amount of PLN 7,268 thousand in 2017 and i n the amount of PLN 6,542 thousand in 2016 (see: Statement of

changes in equity).

Ratios used by the Group in capital management are as follows: net debt/EBITDA, debt to equity ratio.

(Al amounts are presented in PLN thousands, unless specified otherwise) 59
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Net debt is calculated as interest -bearing liabilities less cash and cas h equivalents.
Debt to equity ratio is calculated as interest -bearing liabilities to equity.
31.12.2017 31.12.2016
Interest -bearing credits and loans 9,634 13,387
Lease liabilities 3,098 2,842
Cash and cash equivalents (89,647) (15,870)
Net debt (76,915) 359
EBITDA 26,339 21,134
Equity 81,848 74,740
Net debt / EBITDA (2.92) 0.02
Debt to equity ratio 0.16 0.22
Note 37. Information concerning related undertakings
Spinoza Investments Sp. z 0.0. S.K.A. is an undertaking related to the Issuer 2 jtis controlled in 100%, directly and indirectly

WKURXJK 6SLQR]D )XQGXV] ,QZHVW\F\MQ\ =DPNQL W\ $NW\ZyZ 1LHSXEOLF]Q\FK E\ 5RPDQ 6]ZHG
and Spinoza Investments sp. z 0.0. S.K.A. were not involved in any business operations.

Other entities related to the Group include members of managing and supervisory bodies, and persons who are their close

IDPLO\ PHPEHUV L H D SDUWQHU DQG FKLOGUHQ WKH SDUWQHUTV FKLOGUHQ DQG SHYVRQV GHS
as wellasothe U EXVLQHVVHV LQ ZKLFK PHPEHUV RI WKH SDUHQW XQGHUWDNLQJYTY ODQDJHPHQW %RLEL
are shareholders. In 2017 and 2016, the Issuer and these entities were not involved in any business operations.

Note 38. Remuneration of Atende S.A. managing and supervising persons

. Basic and other remuneration
Remuneration of the Management Board Members

2017 2016
Roman Szwed, President of the Management Board 614 504
,ZRQD %D N X &Prefdektldf the Management Board 521 396
Jacek Forysiak, Vice -President of the Management Board * 508 387
6]\PRQ 6W SF]D NPrésident of the Management Board 496 384
-DFHN 6]F]HSD VMtesidentrofithe Management Board 2 531 413
$QGU]JHM 64aR G F-Riesidérit Bfthe Management Board 8 N/A 84
TOTAL 2,670 2,168
t On April 4 ™ WKH &RPSDQ\YV 6XSHUYLVRU\ %RDUG DSSRLQWHG -DFHN )RU\WLDN WR WKH ODQDJHPHQW %RDUG RI
2 OnJanuary 11 " WKH &RPSDQ\JV 6XSHUYLVRU\ %RDUG DSSRLQWHG -DFHN 6]F]JHSD VNL WR WKH ODQDJHPHQW %RD
*onAprila ", WKH &RPSDQ\fV 6XSHUYLVRU\ %RDUG GLVPLVVHG $QGU]JHM 64RGF]\N IURP WKH ODQDJHPHQW %RDUG

. ; Basic and other remuneration
Remuneration of Members of the Supervisory Board

2017 2016

Patrycja Buchowicz, Chairperson of the Supervisory Board 48 46
Jan Madey, Member of the Supervisory Board 32 30
OLFKD4 ODUNRZVNL OHPEHU RI WKH 8XSHUYLVRU\ %RDUG 32 23
ORQLND OL]L HXrhieldwsRa, Member of the Supervisory Board 32 30
Maciej Matusiak, Member of the Supervisory Board 2 6 N/A
Marek Dietl, Member of the Supervisory Board 3 25 30
OLURVADZ 3D Q+CNairfetsbriHof the Supervisory Board 4 N/A 5
TOTAL 175 164

tOn April4 " OLFKD& ODUNRZVNL ZDV DSSRLQWHG DV D PHPEHU RI WKH 6XSHUYLVRU\ %RDUG

20n October 23 ™, 2017, Maciej Matusiak was appointed as a member of the Supervisory Board.

® On October 23 ™ WKH PDQGDWH RI D PHPEHU RI WKH &RPSDQ\TV 6XSHUYLVRU\ %RDUG ODUHN 'LHWO H[SLUHG IRC

‘on March 4 ™ OLURVADZ 3DQHN \his EEBignatiantr@n the Supervisory Board of the Company, effective as of March 6 " 2016.
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The above remuneration constitute s short -term employee benefits.
Note 39. Employment

Average number of employees

2017 2016
Atende S.A., of which: 200 191
Management Board 5) 5
Administration 37 37
Sales Department 58 56
Production Division 94 87
Other 6 6
Atende Software sp. z 0.0. 32 34
Sputnik Software sp. z o0.0. 75 67
Atende Medica sp. z 0.0. 26 21
Phoenix Systems sp. z 0.0. 7 7
OmniChip sp. z o.0. 8 7
TrustIT sp. z o.0. 12 14
Energy Data Lab sp. z o0.0. 3 3
A2 Customer Care sp. z 0.0. ! 5 N/A
Total + Atende Group 368 344
* A2 Customer Care joined the Atende Group in 2017. The Company was registered with the National Court Register on January 24 . 2017.
Staff turnover
2017 2016
Number of recruited employees + Atende 30 33
Number of employees made redundant + Atende 23 25
Total + Atende 7 8
Number of recruited employees + Atende Group 86 76
Number of employees made redundant + Atende Group 54 63
Total + Atende Group 32 13

Note 40. Operating lease agreements

As at December 31,2017, the Group was a party to 6 operating lease agreements under which 108 cars are used (104 cars as
at December 31 *,2016).

In 2017, the financial result of the Group was charged with the amount of PLN 1,224 thousand of lease payments under these
agreements (PLN 1,174 thousand in 2016).

As at December 31 %, 2017, the value of future minimum lease payments is:
o] uptolyear 2 PLN 1,075 thousand,
o from 1 to 5 years 2 PLN 1,018 thousand.

As at December 31 ', 2016, the value of future minimum lease payments is:
o uptolyear 2 PLN 1,131 thousand,
o from 1 to 5 years 2 PLN 1,091 thousand.

In addition to the operating lease agreement, the Capital Group companies have signed contract s for the lease of premises. The
most important contract concerning the lease of the building, in which the registered office of Atende in Warsaw is located, at
ul. Ostrobramska 86, has been concluded for a period of five years from December 4 h 2013 to December 4 ™, 2018, with the
possibility of extending it for a further period. On September 30 th 2016, the parent company signed a lease contract for a new

(All amounts are presented in PLN thousands, unless specified otherwise)
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RIILFH EXLOGLQJ WR ZKLFK WKH &RPSDQ\fV UHJLVWHUHG RIILFH ZLOl@r &N, 20lBARMYWHG IRU D S
2024. Other lease agreements in the Group have been concluded for a definite term, not longer than 5 years, or for an
indefinite term with the possibility of terminating the contract.

In 2017, minimum fees corresponding to these a greements amounted to PLN 2,991 thousand. There were no contingent or
sublease fees.

As at December 31 ', 2017, future minimum lease payments for premises rental were as follows:
o uptolyear 2 PLN 3,042 thousand |,
o from 1 to 5 years 2 PLN 9,631 thousand,
o over5years 2 PLN 3,142 thousand.

As at December 31 ', 2016, future minimum lease payments for premises rental were as follows:

o uptolyear 2 PLN 2,981 thousand |,
o from 1 to 5 years 2 PLN 4,619 thousand.

Note 41. Information concerning seasonality or periodicity of operations
The seasonality of sales is a characteristic feature of the ICT sector, in which the Atende Group operates. The fourth quarte r of

WKH FDOHQGDU \HDU LV WKH PDLQ SHULRG RI LQFUHDVHG UHYHQXH ,W LV FDX\er@saionHQWHUSUL
of technological infrastructure during this period.

Note 42. Lawsuits

The companies of the Capital Group are not a party in any material lawsuits.

Note 43. Tax settlements

As at December 31 ', 2017 and December 31 ', 2016 there were no inspections or tax proceed ings pending in respect of the
&DSLWDO *URXSYTV FRPSDQLHV

Note 44. Waste electrical and electronic equipment

On October 21 %, 2005, a major part of the provisions of the Waste Electric and Electronic Equipment (WEEE) Act came into

force. The Act obliges entities wh ich put electronic and electric equipment on the market (manufacturers and importers), among

others, to organise and finance such operations as picking up waste electric and electronic equipment from collection points,
processing, recovering, recycling, an d neutralising such waste. As of January 1 st 2009, the entities marketing household
equipment will be obliged to ensure collection of waste equipment from households.

In order to estimate the provision, the Group needs the following data: the number of ki lograms of historical waste electrical
and electronic equipment to be collected by the Group and the number of kilograms of new electrical and electronic equipment
remaining to be collected by the Group. The reports required by the Ministry of the Environm ent do not distinguish between new

and historical WEEE.

Taking into account the organisation of the collection and the WEEE collection reporting system, the Group is unable to estim ate
the amount of WEEE to be collected to fulfil its obligations under the Waste Electrical and Electronic Equipment Act.
Consequently, the Group did not make any provision for liabilities relating to historical WEEE nor new WEEE collection.

The Group does not exclude the possibility of reviewing its position, if different bindin g interpretations of the Act are presented
or if the practical application of the Act indicates a different accounting approach to the obligation of disposal of used
equipment.

Note 45. Events after the balance sheet date

On March 2 "™, 2018, a resolution was adopted to increase the share capital of Energy Data Lab sp. z 0.0. to the amount of PLN

244 thousand through the creation of 1,000 new shares with a nominal value of PLN 100 each. All newly created shares were

taken up proportionally by the existing share holders at a price per share equal to their nominal value. On March 9 h 2018, the
Company repaid the shares it had taken up.

(All amounts are presented in PLN thousands, unless specified otherwise) 62
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Note 46. Information on transactions with the entity auditing the financial
statements

2017
- in respect of annual financial statements and consolidated financial statements 90
- in respect o_f other _certifi_cation services, including the review of financial statements 26

and consolidated financial statements
- other services 38
TOTAL 154
the amount of PLN 2thousand represents remuneration of auditors of subsidiaries
Note 47. Notes to the cash flow statement
31.12.2017

Cash in the balance sheet 89,647
Total cash and cash equivalents recognised in the cash flow statement 89,647

2017
Amortisation and depreciation: 6,602
- amortisation of intangible assets 3,735
- depreciation of tangible fixed assets 2,867
Interest and profit distributions (dividends) comprise: 418
- interest paid on finance leases 65
- interest paid on credits and loans 356
- interest received on loans granted (20)
- interest accrued on loans granted 17
Gain/(loss) from investing activities results from: 175
- revenue from sale of tangible fixed assets (452)
- net value of liquidated tangible fixed assets sold 317
- revaluation of fixed assets 310
Change in inventories results from the following items: (2,973)
- balance sheet change in inventories (2,973)
Change in receivables results from the following items: (26,860)
- change in short -term receivables resulting from the balance sheet (20,646)
- change inlong -term receivables resulting from the balance sheet 77)
- change in assets from contracts with customers (6,137)
- receivables acquired as a result of the acquisition of control (receivables of a )
VXEVLGLDU\ DV DW WKH DFTXLVLWLRQY\WERPQWURO ZLWK WKF
Qhange in short -term liabilities, except for financial liabilities, results from the following 119.564
items: '
- change in short -term liabilities resulting from the balance sheet 112,382
- change inlong -term liabilities resulting from the balance sheet 9,535
- adjustment for the change in liabilities arising from the acquisition of tangible fixed
assets €2
- operating liabilities acquired as a result of the acquisition of control (liabilities of a )
VXEVLGLDU\ DV DW WKH DFTXLVLWLRQY\WERPQWURO ZLWK WKF
- adjustment for the  change in liabilities arising from financing the assignment of claims (1,931)
- adjustment for the received grants -
7KH YDOXH RI WKH 3RWKHU DGMXVWPHQWYV™ LWHP UHVXOWYV II (225)
- received grants (419)
- adjustments resulting from the takeover of Phoenix Systems and TrustIT -
- settled portion of the assignment of claims (483)
- Incentive Scheme costs -
- commission paid on loans and guarantees 539
- other 138

(Al amounts are presented in PLN thousands, unless specified otherwise)
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Warsaw, March 27 ", 2018

Roman Szwed ,ZRQD %DNXAal Jacek Forysiak
President of the Vice - President of the Vice - President of the
Management Board Management Board Management Board
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Letter from the President of the Management Board

Dear Share holders,

we are very satisfied with our performance in 2017. This year was not an easy one 2 the financial performance after
three quarters was not optimistic. However, we knew that the main reason for the unsatisfactory results was the

unprecedented accum ulation of project completions in the fourth quarter. Therefore, we informed our shareholders

(Report for Q3 2017, p. 33) that the results for the whole year should be at the level comparable to 2016. We managed

to cope with the challenges of the last quar ter related to the execution of a large number of contracts accumulated at

the end of the year, and thanks to this we closed the whole year with very positive results, achieving significant year -
on-year increases in all the key items of the income statemen t.

Consolidated sales revenue amounted to nearly PLN 291 million, which means an increase by 38% compared to the

SUHYLRXV \HDU 7KH *URXSTV JURVV SURILW RQ VDOHV LQFUHDVHG E\ ZKLOH LWV QHW S
was higher by 20% than in the previous year. The increase in revenue is mainly related to the re -emergence (after a

significant downturn in the previous year) of orders from the public sector (an increase in revenue by 119% yl/y to PLN

115.5 million), accompanied by an increase LQ WKH *URXSYV UHYHQXH LQ DOPRVW DOO RWKHU VHFWRUYV
also be emphasized that Atende has strengthened its position on the key market of telecommunications and media

operators, where consolidated sales increased by 13% to PLN 105.6 mil lion.

We are very positive about the fact that, in line with our strategy, the significance of subsidiaries and their products and

services in the Atende Group has increased. Sales revenue of all subsidiaries increased by 53% yly. The subsidiaries

generate d EBITDA of PLN 12.5 million (an increase of 91% y/y), which means that it accounted for almost half (48.7%)

of EBITDA generated by the entire Atende Group. The largest contributors to this result were two companies: Atende

Software and Sputnik Software. A tende Software, which is the leader in Poland in the field of online distribution of
multimedia content, generated a net profit of PLN 4 million in 2017. On the other hand, Sputnik Software made good

use of the revival in the market of IT solutions for loc al government units, thereby increasing sales by 72% y/y to PLN
26.0 million and generating a net profit of PLN 3.5 million. We also believe that the continued policy of intensifying
cooperation within the Group has contributed to this outcome. It is worth noting that A2 Customer Care, a company
operating since the beginning of 2017, has both made a positive contribution to the consolidated financial result and

entered into an interesting cooperation which offers good prospects for obtaining projects in col laboration with other
Group companies.

Our strategic focus is on the sales of subscription services which stabilise the Group's financial standing owing to greater

predictability of financial performance. The total margin on sales of subscription services in 2017 was comparable to the

margin earned in the previous year. We are not fully satisfied primarily with the level of sales of cloud computing

services, resulting from the slower pace of adaptation of these solutions on the Polish market compared to Wes tern
(XURSHDQ RU $PHULFDQ PDUNHWYV $WHQGHYV JRDO IRU WKH FRPLQJ \HDUV LV WR LQFUH
subscription services and their share in total sales of the Group. For this reason, we intend to focus in the coming years

on introducing n  ew services to the market, based on innovative proprietary products, especially innovative software. To

this end, we have established two new departments in Atende +the Innovation and Development Department which will

manufacture products based on blockch ain and artificial intelligence technologies, and the Mobile Solutions Department

which brings together competences related to the sector in which we have unique skills and the greatest experience.

Together with this Report, we are publishing the Group's d evelopment strategy for the next two years. The key
objectives of the strategy are to:

0o maintain and develop key areas of expertise,

0 shift the offering towards subscription services,

0 develop proprietary software based on new technologies, and

0 export product s and services with global potential.

We intend to continue our efforts to consolidate the Group which will cooperate intensively in the implementation of all
the above objectives.

Our plans for 2018 include further investment in technological development without which it would be increasingly

difficult to operate in an increasingly competitive IT market. We will continue to strengthen our commercial potential,
especially in those sectors where we see an opportunity to increase our market share.

(All amounts are presented in PLN thousands, unless specified otherwise) 4
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We are awar e of the fact that we can act in a stable way owing to the trust placed in us by our shareholders. Therefore,
we maintain our intention to share the fruits of our work with them by distributing attractive dividends.

We would like to thank our employees, as sociates and advisors for their creativity and effort. They allow us to take on
ambitious challenges and make ambitious plans for the future.

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

(All amounts are presented in PLN thousands, unless specified otherwise)
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Selected consolidated fina ncial data
in PLN thousands in EUR thousands
2017 2016 2017 2016
Net sales revenue 290,617 211,101 68,790 48,244
Operating profit (loss) 19,737 14,586 4,672 3,333
EBITDA 26,339 21,134 6,235 4,830
Gross profit (loss) 17,643 13,206 4,176 3,018
Net profit (loss) 14,161 10,151 3,352 2,320
l(;lr(]ettitsroﬁt (loss) attributable to shareholders of the parent 12,733 10,593 3014 2421
Net cash flows from operating activities 93,216 (30,015) 22,065 (6,859)
Net cash flows from investing activities (9,95 1) (5,676) (2,355) (1,297)
Net cash flows from financial activities (9,488) (811) (2,246) (185)
Total net cash flows 73,777 (36,501) 17,463 (8,342)
Profit (loss) per ordinary share (PLN/EUR) 0.35 0.29 0.08 0.07
Diluted profit (loss) per ordinary share (PLN/EUR) 0.35 0.29 0.08 0.07
As at As at As at As at

December December December December

31%, 2017 31%, 2016 31%, 2017 31%, 2016
Total assets 304,489 176,172 73,003 39,822
Liabilities and provisions for liabilities 222,641 101,432 53,380 22,928
Long -term liabilities 31,075 24,568 7,450 5,553
Short -term liabilities 191,566 76,864 45,929 17,374
Equity 81,848 74,740 19,624 16,894
Share capital 7,269 7,269 1,743 1,643
Number of shares (units) 36,343,344 36,343,344 36,343,344 36,343,344
Book value per share (PLN/EUR) 2.25 2.06 0.54 0.46
Diluted book value per share (PLN/EUR) 2.25 2.06 0.54 0.46

EUR EXCHANGE RATES (IN PLN):

average exchange rate in 2017: 4.2247

average exchange rate in 2016: 4.3757

average exchange rate as at December 31 ', 2017: 4.1709
average exchange rate as at December 31 st 2016: 4.4240

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

Net sales revenue
Operating prof
EBITDA

Gross profit (loss)

it (loss)

Net profit (loss)

Net cash flows from operating activities
Net cash flows from inve  sting activities
Net cash flows from financial activities
Total net cash flows

Profit (loss) per ordinary share (PLN/EUR)

Diluted profit (loss) p  er ordinary share (PLN/EUR)

Total assets

Liabilities and provisions for liabilities
Long -term liabilities
Short -term liabilities

Equity

Share capital

Number of shares (units)

Book value per share (PLN/EUR)

Diluted book value per share (PLN/EUR)

EUR EXCHANGE RATES (IN PLN):
average exchange rate in 2017: 4.2247
average exchange rate in 2016: 4.3757
average exc hange rate as at December 31
average exchange rate as at December 31

st 2017
st 2016:

in PLN thousands

2017

233,724
9,994
13,820
9,264
7,570
82,628

(2,668)

(9,333)
70,627
0.21

0.21

As at
December
31,2017

261,883
203,371
27,797
175,574
58,512
7,269
36,343,344
1.61
1.61

4.1709
4.4240

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

2016

172,460
10,333
14,578
9,173
7,303

(35,904)

(1,792)
(808)

(38,504)
0.20

0.20

As at
December
31°%, 2016

145,974
87,764
21,179
66,585
58,210

7,269
36,343,344

1.60

1.60

in EUR thousands

2017
55,323
2,366
3,271
2,193
1,792
19,558
(632)
(2,209)
16,718
0.05

0.05

As at
December
31, 2017

62,788
48,760
6,665
42,095
14,029
1,743
36,343,344

0.39

0.39

2016

39,413
2,361
3,332
2,096
1,669

(8,205)
(410)
(185)

(8,800)
0.05

0.05

As at
December
31%, 2016

32,996
19,838
4,787
15,051
13,158
1,643

36,34 3,344
0.36

0.36
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1. Basic information about Atende and the Capital Group

1.1. Business object

$WHQGH 6 $ WKH 3&RPSDQ\" WKH 3, VVXHU" 33$W H@jficeHn Warkaw lat wl MDstrabreinidky 88 lis thid Garent

HQWLW\ RI $WHQGH &DSLWDO *URXS WKH 3*URXS’ WKH 3&DSLWDO *\RBIZS the CoWpdyBds *URXS’

been listed on the Warsaw Stock Exchange.

7KH ,VVXHUYV FRUH EXVL Qttow of T Wsteimd. QW I@ompany has more than twenty five years of experience
resulting from the performance 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.

7TKURXJK LWV VXEVLGLDULHV WKH ,VVieH ouf sctiditesS ib \otBeOattrat®RvX Siclieb bf the IT market. Atende

$V

Software sp. z 0.0. specialises in innovative software for multimedia projects, Smart Grid and cyber security. Sputnik Softwa re

sp. z 0.0. develops software and provides services for t he public sector, mainly for the local government administration. Atende

OHGLFD VS ] R R RIIHUV ,7 VROXWLRQV IRU WKH KHDOWKFDUH VHFWRU LQ SDUWL¢XODU KRVS
Phoenix Systems sp.  z 0.0. offers a proprietary, rea I-time operating system used in embedded systems, as well as a protocol for

communication in energy distribution 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 technology, based on proprietary tools. In 2017, a new company, A2 Customer Care Sp.

0.0., started operating within the Group. The company offers comp rehensive implementation of specialized solutions and ERP

systems.

1.2. Structure of the Capital Group

As at December 31 ', 2017, the Capital Group comprised 9 entities:
(o] Atende S.A. 2 the parent company;
(] 8 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
YRWHY DW WKH VKDUHKROGHUVY PHHWLQJ

7TUXVW,7 6S ] RR ZLWK LWV UHJLVWHUHG RIILFH LQ ayG( LQ ZKLFK WKH ,VVXHU KROG

VKDUHKROGHUVY PHHWLQJ

Atende Medica sp. z 0.0. with its registered office in Warsaw, in which the Issuer holds 67.51% of share capital and
vot HY DW WKH VKDUHKROGHUVY PHHWLQJ

6SXWQLN 6RIWZDUH VS ] R R ZLWK LWV UHJLVWHUHG RIILFH LQ 3R]QD LQ ZKLFK WKH

YRWHYV DW WKH VKDUHKROGHUVY PHHWLQJ
Phoenix Systems Sp. z 0.0. with its registered office in Warsaw, in wh LFK WKH ,VVXH Udwed suBsi@iary

)\

$WHQGH 6RIWZDUH KROGV RI VKDUH FDSLWDO DQG YRWHV DW WKH VKDUHKROGHUVY PH

2PQL&KLS VS ] RR ZLWK LWV UHJLVWHUHG RIILFH LQ :DUVD®ned spbsidiatyFAtendeK H
Software holds 55% of VKDUH FDSLWDO DQG YRWHV DW WKH VKDUHKROGHUVY PHHWLQJ

Energy Data Lab sp. z 0.0. with its registered office in Warsaw, in which the Issuer holds 60% of share capital and
YRWHVY DW WKH VKDUHKROGHUVY PHHWLQJ

A2 Customer Care sp. z 0.0. with its registered o IlLFH LQ :URFa4DZ LQ ZKLFK WKH ,VVXHU KROGV
YRWHYV DW WKH VKDUHKROGHUVY PHHWLQJ

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

,ZVVXHUTY

RI VK



The Mana gement Board report on the activities
of the Atende Capital Group and Atende S.A. in 2017

Structure of the Capital Group at the end of 2017

1.3. Consolidated entities

All subsidiaries are fully consolidated. The results of A2 Customer Care have been consolidated starting from the 1 ' quarter of
2017, following the registration, on January 24 2017, in the National Court Register of the company and shares acquired by
Atende.

1.4. Changes in the structure of the Capital Group
A2 Customer Care

On January 24 " WKH FRPSDQ\ $ &XVWRPHU &DUH VS ] R R 3% &&° ZDV HQWHUHG LQ WKH 1
established under a company deed concluded on December 21 st, 2016. The Issuer acquired 60% of shares representing 60% of

the share capital and YRWHYV DW WKH VKDUHKROGHUVY PHHWLQJ IRU DQ DPRXQW RI 3/1 WKRXVDQG
performance of consulting tasks as well as implementation and development of IT products that improve management of the

FXVWRPHUVYT EXVLQHVVHYV néeb ¥dfhv@areR @ par@&y& billing systems of the global leader + SAP. Owing to the

investment in A2CC, the Atende Group has expanded its offer with forward -looking, niche services with the potential to expand

overseas.

,Q DFFRUGDQFH ZLWK $WHdD ZDIBY V2013V tHeDIs8Uer intends to actively seek to acquire new, promising companies
whose profile conforms with the announced strategy.

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 is
provided in item hereof.
,Q $ &XVWRPHU &DUH 3% &&° D FRPSDQ\ LQ ZKLFK WKH ,VVXHU KROGV Rl WKH VKDUH FDSLW

meeting, 10% of VKDUHVY DQG YRWHG DW WKH VKDUHKROGHUVWVBEBEHMMWAKQW \R KWEE EXWXKHKR WP QDJIJHPH
6]\PRQ 6W SF]DN 7KH VXSHUYLVRU\ ERDUG RI $ && LV FRPSRVHG RI WEUHWLSHOQOWRQR I MWXHO X\GLQ
Management Board: Szym RQ 6W SF]DN DQG -DFHN 6]FJHSD VNL

(TXLW\ OLQNV ZLWK HQWLWLHV WKDW GRQTYW EHORQJ WR WKH *URXS DW WKH HQG RI WKF
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 classified as financial assets available for sale.

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

In 2017, there were no changes in the composition of the Management Board or in the method s of managing the Company and
the Capital Group.

In 2017, the cooperation with subsidiaries continued to be intensified, by undertaking joint projects in which it is possible to
combine the flexibility and professional expertise of smaller companies, with the financial and executive potential of Atende.
&RRUGLQDWLRQ RI FRRSHUDWLRQ EHWZH H Qa Wdddhsibllitir of 818 VicE R P |3 &iQdnto¥ thie Wianagement Board,
-DFHN 6]F]HSD VNL

(All amounts are presented in PLN thousands, unless specified otherwise) 9
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Scope of responsibility

RI PHPEHUV RI $SWHQGHTV 0DQI S et Cht U
Roman Szwed 2 President of the Strat‘egy and deyelopment, investor Strat_egy and de\(elopment, investor
relations, power industry relations, power industry
Management Board
development department development department
o . .
»ZRQD % D R Xic®-President of the Finance, administration, logistics Finance, administration, logisti cs
Management Board
. 2 Viea. .
Jacek Forysiak Vice-President of the Technical Division Technical Division
Management Board
6]\PRQ 6W S F]Vie-President of the Commercial division Commercial division
Management Board
. . Operational management, supervision Operational management,
-DFHN 6]F]I—&SD\XIdELPre5|dentofthe RI WKH *URXSYV FRPSDQLH VXSHUYLVLRQ RI WKH *URX
Management Boar and PR, legal issues, HR companies, marketing and PR, legal
There were no changes in the composition of management boar ds and in basic management methods in companies of the

Capital Group in 2017.

1.7. Information about companies in the Capital Group

$WHQGH LV RQH RI 3BRODQGYfY ODUJHVW V\VWHP LQWHJUDWRUV ZLWK LWV KLVWRU\ GDWLQJ EDFN

Atende specialises in the integra tion of IT systems, in particular in the development of an advanced ICT infrastructure
characterised by the highest technological advancement standards and the highest level of complexity. We also perform
technical integration services, e.g. in the area of construction and equipment of advanced data centres. The company has
extensive experience evidenced by dozens of successful implementations, which are characterized by high quality, the highest
technological level and large scale of complexity.

Main busin ess activity areas:

(6] IT systems integration,
(] software,

(o] technical infrastructure,
(o] IT outsourcing,

o cloud computing.

Atende addresses its offer to the following industries:
(o] telecommunications and media,
(o] finance sector,
(o] industry, trade, and services,
(o] public sec tor, including defence, administration, science and education.

$WHQGH 6RIWZDUHYV FRUH DUHD RI DFWLYLW\ LV RIITHULQJ SURSULHWDU\ VROXWLRQVaHQDEOLQ.
projects. The company offers services supporting the entire p rocess 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 redGalaxy CDN + the biggest on -line video distribution n  etwork in Poland, so -called Content Delivery Network

(CDN). The company is a technological partner 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.

(All amounts are presented in PLN thousands, unless specified otherwise) 10
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The domain of Sputnik Software is software production and provision of services for the public sector. The company is a leadi ng

manufacturer and provider of software for managing local government u nits. The flagship product of the company is

1RZRF]HVQ\ 8U] G ORGHUQ 2IILFH DQ LQWHJUDWHG ,7 VIVWHP GHYHORSHG WROMHKSERIUW SXEOLF
tools.

In order to diversify its revenue, Sputnik Software has developed new innovative projects in rec ent years, associated with
VHFXULW\ DQG FU\SWRJUDSK\ 7KH &RPSDQ\TV SURGXFW UDQJH KDV EHHQ WKXV H[SDQGHG E\
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.

$WHQGH OHGLFD RIIHUV ,7 VROXWLRQV IRU WKH KHDOWKFDUH VHFWRU LQ SDUWLF¥O DU IRU KR\
both public and private. It spec ialises 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 com plex 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 implemen ted. In 2016, the company started to provide cloud -based
services.

7UXVW,7 VSHFLDOLVHVY LQ UHPRWH DQG GLUHFW DGPLQLVWUDWLRQ RI ,7 VIVWHPV RI LWV FXVW
users. Additionally, it advises its customers in the fields o f planning, designing and implementing IT activities.

Phoenix Systems is a company which develops innovative software. Its flagship product is a real -time operating system 2
Phoenix -RTOS, designed for modern embedded systems based on configurable proce ssors. The company also develops its own
protocol for communication in power networks, which complies with the PRIME (PoweRline Intelligent Metering Evolution)

standard.

OmniChip is a company which designs electronic systems + from discrete PCB (Print ed Circuit Board) solutions to large -scale
LOQWHJUDWHG FLUFXLWV 7KH FRPSDQ\fV REMHFWLYH LV WR GHVLJQ DQG GHYHORS PLFURSURI
management and optimisation of energy consumption. The company is one of the few companies ope rating on the Polish

market in the field of design of integrated circuits. It has experience in the full cycle of project commercialisation, from
architecture, implementation and preparation for production to production testing.

(All amounts are presented in PLN thousands, unless specified otherwise) 11
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Energy Data Lab (EDL)  specialises in advanced analysis of large amounts of data from different sources, i.e. in the Big Data

WHFKQRORJ\ 7KH &RPSDQ\TV EXVLQHVV LV IRFXVHG RQ WKH HQHUJ\ VHFWRU ZKHUH WKH FRPSDC
value of tools for raising cus tomer loyalty, promoting energy efficiency, energy demand management and optimisation of sales

processes. EDL's Big Data portfolio is being extended to other market sectors.

A2 Customer Care (A2CC) deals with comprehensive implementation of specialist s olutions 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

WKDW LPSURYH WKH PDQDJHPHQW RI FXVWRPHUVY EXVLQHVVHYV E By <dpcilliesinGHlidapsitb@ VRIWZDUH
WKH 3&XVWRPHU &DUH" JURXS LQ SDUWLFXODU 6%$3 IRU 8WLOLWLHYV 6%$3 +\EULV %LOOLQJ LQY]|
measured products), SAP CRM, including SAP CRM for Utilities, Ariba. To medium -sized sellers, the  company provides cloud -

based billing solutions.

(All amounts are presented in PLN thousands, unless specified otherwise) 12
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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, des ign, supply, construction,
commissioning, implementation, technical support, and warranty and post -warranty maintenance services for systems used to
collect, store, process and transmit digital data, as well as support services for their users and outsourc ing 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;
corp orate networks for other entities;

,3 WHOHSKRQH V\VWHPV YLGHR FRQIHUHQFLQJ DQG *8QLILHG &RPPXQLFDWLRQV V\VWH|
SMaCS (Service Management and Charging System) 2 $WHQGHYV VROXWLRQ IRU WHOHFRP RSHUDWRU\

end - user access to services provided i n IP (Internet Protocol) based telecommunications networks and billing for
these services; the solution uses proprietary utility (application) software integrated with dedicated network
traffic controls;

(o] ICT security systems (protection of data confidentia lity 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 support
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 construction and fitting of data centres;
power supply systems, including mainly guarantee d power supply systems, such as power generators along with
necessary installations and equipment as well as Uninterruptible Power Supplies (UPS);
HVAC systems (Heating, 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 systems, CCTV (Closed Circuit Television) systems;
BMS (Building Management Systems);
integr ated CRE (Connected Real Estate) solutions based on the IP protocol, combining IT, communications and
building technologies in a single, consistent access infrastructure;

(6] IT outsourcing comprising cloud computing services, i.e. provision of remote access t 0 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. It is

the largest content distribution system (Content Delivery Network, CDN) in Poland and an environment for the largest on -line
televisions. It minimises the use of expensive backbone connections, reduces th e 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 Interne t TV, broadcasts of sports and cultural
events and distribution of software updates, games and documents on a large scale.

The platform comes with a set of products and services which support the entire process of publishing multimedia content on
the Inter net =+ uploading, transcoding, content description, as well as sales and generating viewing rate reports. This applies to
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

KDQGOLQJ SURFHVVHV UHODWHG WR FROOHFWLQJ PDQDJLQJ DQG GLVWULEXWLQJ GDWD

(All amounts are presented in PLN thousands, unless specified otherwise) 13
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important feature of the software is the support for various types o f circuits and advanced, multi -dimensional analysis of
measurement data.

Atende Software is one of the few companies with extensive experience in the construction of Smart Grids and has its own
MDM-class software. The company has also successfully implemen ted and integrated the smart metering system based on the
Atende MDM system for one of the largest electric energy distributors: Energa -Operator S.A. It is the first production
implementation on such a large scale in Poland.

Modern Office 2 Software packag e for public administration

,QWHJUDWHG ,7 SODWIRUP FDOOHG 231RZRF]JHVQ\ 8U] G° 30RGHUQ 2IILFH°" FUHDWHG E\ 6SXWQLN €
SURFHVVHV ZLWKLQ WKH ORFDO JRYHUQPHQW XQLWV 7KH 30RGHUQ 2IILFH" SODWIRUP VXSSRUW)
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 as well as  social policy 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, prov iding

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 + cloudiMed. The
solution is dedicated in particular to d RFWRUVY RIILFHVY DQG RXWSDWLHQW FOLQLFV FORXGLOHG LV D VHUYI
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

3URFHVVHY ODQDJHPHQW 6\WVWHP 7KH V\VWHPTV REMHFWLYH LV WR VXSSRUW WDVNV UHODWHG \
management. The syste m uses proven standards of the SCAP Security Content Automation Protocol) family, defining many

aspects of system security 2 the security policy, configuration, vulnerabilities, threats, incidents and rules of automated testing.

This enables the use of exi  sting 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 | T 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 + system for combating DDoS attacks

redGuardian i s a service offered by Atende Software based on 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 DQDO\WHG 3FOHDUHG -GRBHMWH® WR WKH FXVWRPHUYY QHWZRUN 7KLV VHUYLF}
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 + 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 support 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 | nternet of Things (PLC PRIME, G3  -PLC, 802.15.4). In 2014, the company confirmed the idea of software -

EDVHG LPSOHPHQWDWLRQ RI DOO OD\HUV RI FRPPXQLFDWLRQ E\ FUbas&Wrip@rdentatiod oZtR&UOGTV ILUV W
PLC PRIME protocol used by sma  rt electricity meters. Owing to the above features, Phoenix -RTOS is well suited to state  -of-the -

art devices for Smart Utilities 2 smart energy, gas, water and heat meters.

Design of electronic circuits

Primary operations of OmniChip comprise designing inte grated circuits 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 integration.

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

7KH SXUSRVH RI ,7 RXWVRXUFLQJ LV WR PDLQWDLQ WKH FOLHQWVY EXVLQHVV SURFHVVHV DQG
adopted level of risk defined in relation to the availability, continuity, efficiency and security of ICT systems. IT outsourcing

VHUYLFHY HQDEOH UHGXFLQJ WKH FRVWV RI PDLQWDLQLQJ WKH FXVWRPHUTV ,7 LQIiy¥WUXFWXU
services. TrustIT is a specialised company in the Atende Group that provides complex and modern services in this area.

Implementation of specialist solutions in the area of FXVWRP HeE and ERP systems

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

management of custom HUVY EXVLQHVVHV EDVHG RQ VRIWZDUH RIIHUHG E\ OHDGLQJ VRIWZDUH DQG DSS
2UDFOH DQG ,%0 7KH FRPSDQ\ VSHFLDOLVHV LQ 3&XVWRPHU &DUH" VROXWLRQV LQ SDUWLFX(
(invoicing and settlement of ser vices and non -measured products), SAP CRM, including SAP CRM for Utilities, Ariba. To medium -

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

Big Data

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

/IDE ,WV EXVLQHVV LV IRFXVHG RQ WKH HQHUJ\ VHFWRU ZKHUH WKH FRPSDQ\TV VROXWLRQV JLY
raising customer loyalty, promoting energy efficiency, energy demand management and optimis ation of sales processes. The

company's Big Data portfolio is being extended to other market sectors.
2.2. Value of individual products, goods and services and their share in total sales

Atende Group

2017 2016

Products, goods and services of the Atende Group

Sales revenue Share in sales Sales revenue Share in sales
ICT systems integration 231,464 77.3% 168,495 78.3%
Software for public administration 25,971 8.7% 15,110 7.0%
Multimedia distribution on the Internet 16,776 5.6% 18,059 8.4%
Software and IT s ervices for the healthcare sector 12,725 4.3% 1,796 0.8%
Systems and software for the energy sector 2,501 0.8% 2,099 1.0%
IT outsourcing (TrustIT) 1,852 0.6% 1,807 0.8%
Operating system for the Internet of Things 1,580 0.5% 1,154 0.5%
Design of integr  ated circuits 1,436 0.5% 1,188 0.6%
Specialized solutions for ERP systems 1,986 0.7% - -
gt'glejrpproducts, goods and services of the Atende 835 0.3% 1,633 0.8%
Other sales outside operating segments 2,260 0.8% 3,965 1.8%
Total * 299,386 100.0% 215, 306 100.0%

! excluding consolidation exclusions

7UDGLWLRQDOO\ WKH PRVW LPSRUWDQW IDFWRU IRU WKH $WHQGH *URXSYTV VDOHV YRI®XPH LV W}
area of activity of Atende. In 2017, revenue from these activities increased by 37% yly and amounted to PLN 231,464

thousand. The increase is mainly attributable to customers from the public sector (increase by PLN 40 million) and from the

telecommunications and media sectors (increase by PLN 14 million).

In 2017, the share of sub VLGLDULHVY SURGXFWYVY DQG VHUYLFHV LQ WKH *URXSTV VDOHV ZLWKRXW FRQ
other sales outside operating segments) increased to 22.1% from 20.3% in the previous year. The sales of software and related

services by Sputnik Software WR SXEOLF DGPLQLVWUDWLRQ XQLWV ZHUH RI WKH JUHDWHVW LPSRUWDQFF
from these sales amounted to PLN 25,971 thousand, up by 72% yly. The Company took advantage of the improved market

situation in the sector of local government un its related to the launch of projects co -financed from the EU funds. A similar

improvement was observed in the market of IT systems for medical entities. As a result, in 2017 Atende Medica increased its

sales by 608% compared to the previous year, generati ng revenue of PLN 12,725 thousand. Sales of multimedia content

distribution services carried out by Atende Software are of key importance to the Group. In 2017, revenue from the sales of

these services decreased by 7% y/y and amounted to PLN 16,776 thousan d.

(All amounts are presented in PLN thousands, unless specified otherwise) 15
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2017 also saw an increase in the sales of products and services with a high development potential, including those related to

the operating system for the Internet of Things, design of integrated circuits, IT outsourcing as well as systems and softwar e for
modern power engineering solutions. These products are often ahead of market demand, however, they may become a strong

component of the Group's growth as soon as the market reaches the right maturity and strong demand trends begin to emerge.

It is als o worth noting the effects of the first year of operation of A2 Customer Care, which generated revenue of PLN 1,986

thousand from the implementation of specialist solutions in the area of customer service and ERP systems.

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

"WKH *URXSTV VDOHV ZLWKRXW FRQVROLGDWLRQ H[FOXVLRQV DQG H[FOXGLQJ RWKHU VDOHV RXWVLGH RSHUDWL(

The significance of subsidiaries and their products and services in the Atende Group is greater t han may appear from the

DQDO\WLV RI WKHLU VKDUH LQ WKH FRQVROLGDWHG VDOHYV UHYHQXH ,Q VXEVLGLDAULHYV DFFR
Rl WKH *URXSYV VDOHV PDUJLQ DQG DV PXFK DV Rl WKH *URXSTV (%, &'&dacMikiRothet FRQVROLGI
sales outside segments). Subsidiaries provide primarily their own services, based on proprietary software and solutions

characterised by higher profitability. In 2017, the average percentage margin on sales in the parent company amoun ted to

25.2%, while in subsidiaries it amounted to 64.5%. The importance of subsidiaries should continue to grow in the coming years

$WHQGHYTV DQG VXEVLGLDULHVY VKDUH LQ PDUJLQ RQ VDOHV

" PDUJLQ RQ VDOHV RI $WHQGH VHIJPHQWVY DQGhe&r¥ale¥ LGLDULHVY H[FOXGLQJ R

(Al amounts are presented in PLN thousands, unless specified otherwise) 16
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Sales of permanent services

The Company pays particular attention to services of a permanent nature, hereinafter referred to as subscription services.

These are mainly revenues from the sales o f services in the cloud computing model as well as outsourcing and maintenance

services. These services are typically billed in cycles (most often on a monthly basis), and contracts for the provision of s uch
services are usually concluded for several years or provide for long notice periods. The increase in subscription sales is an
LPSRUWDQW HOHPHQW RI WKH ,VVXHUfV VWUDWHJ\

Sales of subscription services of the Atende Group +year -on-year

" CAGR +*compound annual growth rate for subscription sales of su bsidiaries and Atende

In 2017, the consolidated margin on sa les of subscription services was at the level similar to the previous year and amounted to
PLN 38,314 thousand, covering the overhead costs of the entire Group in 47%. In Atende, the subscription margin covers 34%
RI WKH &RPSDQ\TV RYHUKHDG FsidWws DE'B. InQOM Xthe highest increases in subscription margin were

generated for the implementation of maintenance services by Atende and the provision of services to medical entities by Atend e

Medica. A slight increase was generated for sales of services for local government units by Sputnik Software and outsourcing
services by TrustIT. On the other hand, multimedia content distribution services provided by Atende Software and integrated
circuit design services provided by OmniChip generated lower subscription margins than in the previous year.

Inthe 4 ™ quarter of 2017, the consolidated sales margin for subscription services grew by 17% from the previous quarter and

amounted to PLN 10,458 thousand, covering the overhead costs of the entire Group in 44%. In the 4 ™ quarter of 2017, a
growth in margin on sales of subscription services, as compared to the previous quarter, was recorded mainly from maintenance

contracts implemented by Atende and services for local government units provided by Sputnik Software.

Sales of subscription services of the Atende Group +quarter -on-quarter

(All amounts are presented in PLN thousands, unless specified otherwise)
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2.3. Markets and supply sources

,Q WKH $WHQGH *URXSTV ¥dtorsi VZHQHWKIWHH ILFDQWO\ KLJKHU ZKHUHDV WKH *URXSfV UHYHQ
financial sector were slightly lower than in the previous year.

7KH $WHQGH *URXS 1V uké Dyonthikedsegents W

"37RWDO" LQFOXGHV WKH SUHVHQWHG VHIJPHQWY DQG RWKHU VDOHV

In the entire 2017, the largest portion of sales revenue was earned by the Atende Group in the public sector, for which the

UHYHQXH DPRXQWHG WR 3/1 PLOOLRQ ZKLFK UHSUHVHQWY DQ LQFUHDVH E\ '\ ,Q WK
revenue amounted to 40%, as compared to 25% in the previous year. This increase is mainly attributable to the implementation

of a number of projects by Atende, the largest of which were implemented for the Ministry of National Defence, including the

extension of the three  -centre virtualisation platform environment (total revenue in 2017: PLN 42.0 million), for the Border

Guard +the expansion of the telecommunications system (PLN 15 million) and for the Polish Police Headquarters in the area of

security systems (PLN 4.6 million). Sputnik Software, a company operating in the public sector, generated sales revenue of PL N

26 million, wh ich means an increase by 72% y/y, mainly due to launching new projects for local government units. In turn,

Atende Medica implemented projects won in 2017, co -financed from EU funds, for the computerization of hospitals and medical

facilities, which result  ed in an increase in sales by 608% yly to the level of PLN 12.7 million.

As regards the market of telecommunications and media operators, which is the key market for the Issuer, in 2017, the Atende

Group recorded an increase in sales revenue (up by 13% to PLN 105.6 million) over the previous year. Revenue from this sector

accounted for 36% of consolidated revenue in 2017, as compared to 44% in 2016. Projects implemented by Atende for mobile

operators were of key importance within this sector. They included mainly the area of data transmission infrastructure

extension, including the LTE technology, as well as settlements and IP services billing. In 2017, revenue from the most stabl e

JURXS RI $WHQGHTV FXVWRPHUV L H PRELOH RSHUDWRMIth rdpresexQaw idotea®e Ry 37% y/y. MLOOLR

2017, the largest implementation was related to a mobile network monitoring system (project worth PLN 10.5 million). In

DGGLWLRQ $WHQGH DOVR FDUULHG RXW ZRUNV IRU RWKHU V HrElsER thithe ExKavisloR flddirér WKH ODUJH'
networks for telecom operators (the largest project with a total value of PLN 11.1 million) and network infrastructure for a cable

television operator (with a total value of PLN 3.7 million). Apart from Atende, sales to WKLV VHFWRUYfY FXVWRPHUV DUH DOV
E\ $WHQGH 6RIWZDUH ZKLFK SURYLGHV PXOWLPHGLD FRQWHQW GLVWULEXWLRQ VHUYEFHV ,Q

to customers in this sector amounted to PLN 15.8 million.

Sales to customers in the industry, trade and services sector increased in 2017 by 18% from the previous year and amounted

WR 3/1 PLOOLRQ ,Q WKH VHFWRUfV VKDUH LQ FRQVROLGDWHG UHYHQXH DPRXQWHG WR
year. In the reported period, sale s to energy companies were of the greatest importance within this sector and accounted for

DSSUR]| Rl WKH VHFWRUfV UHYHQXH 7KH ODUJHVW SURMHFWV H[HFXWHG E\ $WHQGH ZHUH UH(
and maintenance services for an energy ¢ ompany (with a total value of PLN 7.8 million), extension of a network and server

environment for a wholesale company (with a value of PLN 2.1 million) and extension of technical infrastructure for a trading

company (with a value of PLN 1.3 million). Activ ities related to smart grids, carried out by Atende Software, generated PLN 2.5

million in 2017, as compared to PLN 2.1 in the previous year. A2 Customer Care, a company registered at the beginning of

2017, generated PLN 2 million revenue from sales, imple menting SAP for Utilities and SAP CRM for Utilities solutions for a

customer from the gas sector.
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. Change Change 2
Consolidated sales 4" quarter 4™ quarter th
by market sector 2017 2016 200702016 o017 of2016  * ‘;‘/J;"er
Telecommunications and medi a 105,625 93,625 13% 40,163 27,347 47%
Industry, trade and services 48,638 41,111 18% 19,245 10,589 82%
Finance 20,841 23,640 (12)% 6,619 7,389 (10)%
Public 115,505 52,711 119% 77,181 19,690 292%
Other 8 15 (47)% 3 4 (25)%
TOTAL 290,617 211,101 38% 143,210 65,017 120%
,Q VDOHV RI WKH $WHQGH *URXS WR WKH ILQDQFLDO VHFWRUfV FXVWRPHUV ZKLFK DUH S
declined by 12% as compared to the same period of the previous year and amounted to PLN 20.8 million. Revenue f rom this
sector accounted for 7% of consolidated revenue in 2017, as compared to 11% in 2016.Sales to banks were of the greatest
LPSRUWDQFH DFFRXQWLQJ IRU Rl WKH VHFWRUTYV WRWDO VDOHV UHYHQXH 7KH ODWJHVW SUR

and maintenance of network systems for capital market institutions (with a total value of PLN 4.8 million), modernisation of
infrastructure and maintenance at a bank (PLN 2.7 million) as well as outsourcing and expansion of IT infrastructure at an
insuran ce company (PLN 2.6 million). Atende also executed smaller contracts for a number of entities in the financial sector,
primarily in the field of outsourcing, maintenance and cloud computing services.

In the following years, the Issuer will be firmly commit ted to balanced sales to all market sectors. 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 distributors and entities in
the financial sector.

Geographic structure

The Group operates mainly in Poland. In 2017, revenue from sales in Poland accounted for 98.80% of total sales of the Group.

2017 2016
Value Share Value Share
Country 287,138 98.80% 208,465 98.75%
Outside the country, including: 3,479 1.20% 2,636 1.25%

- European Union 3,088 1.06% 2,409 1.14%

- Asia 126 0.04% - 0.00%

- other 265 0.09% 227 0.11%
Total 290,617 100.00% 211,101 100%
Significant  suppliers and customers
In 2017, the share of two suppliers exceeded 10% of total supply of Atende. The value of orders for Cisco International Limit ed
DPRXQWHG WR 3/1 PLOOLRQ ZKLFK WUDQVODWHYVY LQWR R1 WKH &R Ri8DaQd $39%, XSSO\ LQ
respectively). The value of orders for Arrow ECS Sp. z 0.0. amounted to PLN 54.3 million, which translates into 21.6% of the
&RPSDQ\fV VXSSO\ LQ WKLV FRPSDQ\fV VKDUH ZDV ORZHU WKDQ
In 2017, the share of one client exceeded 10% o f total sales revenue earned by Atende. Revenue from the Ministry of National
Defence amounted to PLN 42.0 million, which accounts for 18.0% of the Company's sales. 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 2017, 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 s ector (smart grid) and IT security. In the
multimedia sector, the company carried out a project for TVN S.A., the purpose of which was to adapt and implement a
comprehensive OTT (Over The Top) platform. The value of the contract is several million zlotys a nd it has been concluded for
the term of 48 months. So far, TVN S.A. has used the redGalaxy platform to store, transcode and distribute multimedia content

The agreements concluded in 2017 extend the period of providing these services, and also extend the cooperation by adding the
redGalaxy Portal component, on the basis of which the new service player was built, together with mobile applications and a
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content management module. In 2017, the Company also concluded an agreement with KSW sp. z o.0. sp.k., the object of
which is the implementation and maintenance for the period of 12 months of the kswtv.com portal through which access to

broadcasts of MMA fights in the PPV (pay per view) model is offered. Moreover, the company completed, in a timely manner,

and settled the 3 ™ 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 -financing for the ISW project amounts to PLN 1.7 million,

and the project is scheduled for completion in 2019. The redGalaxy platform has been actively promoted at numerous foreign

events, including BVE (London), AngaCom (Cologne) and IBC (Amsterdam). The redGalaxy platform offered by the company is

the largest system fo  r Internet TV in Poland, currently able to handle traffic at the level of 380 Gbit/s and used, among others,

by TVN S.A., Cyfrowy Polsat S.A., TVP S.A., ITI Neovison S.A., P4 sp. z o0.0., Multimedia Polska S.A., Vectra S.A. and EuroZet
sp. z 0.0.
In the sma rt grid sector, the company implemented development contracts with Energa -Operator S.A. for the maintenance of a

central measurement database, as well as a contract for the supply of software for concentrators for the French corporation,

SagemCom Energy & Telecom SAS. Operating in consortium with ANDRA sp. z 0.0., the company completed the supplies of
concentrator and pulse counter devices based on the design and software developed by companies from the Atende Software

group. The company also completed the implementation of the UPGRID project, co -financed with EU funds, whose goal is to
increase the observability of the network thanks to Smart Grid solutions. In the energy sector, the company cooperates closel y
with its subsidiaries, Phoenix Systems and Omni Chip, implementing projects based on, among other things, solutions developed

by these companies. Additionally, in 2017 the company obtained financing of PLN 5.4 million from a programme co -financed
from the European Regional Development Fund under Measure 1.2 "Sectoral R&D programmes" for the besmart.energy project

worth PLN 11 million, the purpose of which is to develop a system supporting the implementation and operation of energy

clusters, RES installations, energy storage facilities and electric vehicl es. This project will be implemented until 2020.

In the security sector, the company was engaged in sales of the redGuardian platform used for protection against DDoS

(Distributed Denial of Service) attacks. The solution is offered both in the implementati on model (in a form of a dedicated
device) and as a service (as a scrubbing center). In 2017, the company concluded an agreement with ATM S.A., the object of

which is the implementation and maintenance for the period of 24 months of the redGuardian platfor m. The system is used to
protect own resources of the ATMAN network as well as to offer telecommunications lines protected against DDoS attacks in the

market. In addition, the company concluded an agreement for redGuardian services with one of the leading entities on the
insurance market.

Financial performance: _ In 2017, Atende Software generated sales revenue in the amount of PLN 20,089 thousand (PLN 21,463

thousand in 2016) and earned net profit of PLN 3,994 thousand as compared with PLN 4,062 thousand in the previous year.
Despite a decrease in sales revenues compared to the previous year, the net profit level remained at the same level.

Traditionally, activities related to on -line distribution of multimedia content had the greatest positive impact on the operating
result.

Development works in 2017: The company has made a significant financial and organizational effort in the field of development
works, which should be the basis for growth in subsequent years. Major development works in 2017 include:

(o] redGalaxy +the company developed and promoted a proprietary OTT (Over the Top) platform. This solution enables
traditional television broadcasters, e.g. cable television operators, to publish and monetise content in the Internet and
on different devices + comp uters, phones, tablets and Smart TVs. Development works completed in 2017 included,
among others, development of applications for the AndroidTV platform;

(6] redGuardian * the company developed and promoted a proprietary system used for protection against DDoS
(Distributed Denial of Service) attacks. It is a unique software in Europe that enables the processing of hundreds of
millions of packages per second using PC servers. Development works completed in 2017 included, among others,
implementation of mechanism s for filtering package contents based on regular expressions;

(6] UPGRID # 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 pow er grid failures are indicated,
energy flows and transformer loads are 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.

(6] besmat.energy  # project aimed at developing an innovative platform for managing energy clusters, this project will be
implemented until 2020.

Sputnik Software

Sputnik Software, a compa  ny specialising in IT solutions for public admini stration, has concluded and executed a number of

contracts for implementation and integration projects based on products included in its proprietary IT platform called

31RZRF]JHVQ\ 8U] G° 320RGHUQ 2IILFH" $PRQJ WKH QH Zfinan¢&Mra & VU [fL@ds, the fdl@&ving most
VLIQLILFDQW RQHV VKRXOG EH PHQWLRQHG 33XUFKDVH RI FRPSXWHU KDUGZDUH VRIWZDUH QH
launch ofe -VHUYLFHV ZLWKLQ WKH IUDPHZRUN RI WKH SURMHFW HQWLWOHG Lukdie&XMiskULVDWLRQ

3LHFKRZLFH :OH LQ RUGHU WR LNSOMPHIQW SXBWMK WKH JURVYV YDOXH RI 3/1 WKRXVDQG 3'H
KDUGZDUH DQG VRIWZDUH QHFHVVDU\ IRU WKH LPSOHPHQW D W dRvigeRidor Rakddin &) R MGIHFQWH/IW LW BN E
YDOXH 3/1 WKRXVDQG 3¥LJLWDO VWHS LQWR D PRGHUQ VRFLHW\" IRU WKH 6XO FLQ &RPPXQt
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33XUFKDVH RI FRPSXWHU KDUGZDUH VRIWZDUH QHWZRUN PRGHUQLVDWeR@s Withis @& PHQWDWLR
IUDPHZRUN RI WKH SURMHFW HQWLWOHG - MNHYWHICFRISP B@WD R | REOSRUWXB LW\ IRU *U\lyZ O VNL &RF
value: PLN 1,090 thousand). Additionally, in the fourth quarter of 2017 the company concluded an agreement, implemented in

consortum w LWK 5HNRUG 6, VS ] R R FRQVRUWLXP OHD G H tspediftUsystehis OrbgétHad \witR Ithelr U H D
LPSOHPHQWDWLRQ GDWD PLJUDWLRQ DQG GDWD PDLQWHQDQFH VHUYLFH" IRU SDUWQHUV LQ

Information System and developmen t of public e -services and electronic administrative services in the north -western part of the
/IRZHU 6LOHVLDQ 9RLYRGVKLS® 7KH SURMHFW FRYHUV ORFDO JRYHUQPHQW XQLWV DQG VRIWZ
implemented in four of them. The tota | gross value of the project amounts to PLN 5,200 thousand, including the gross share of

Sputnik Software amounting to PLN 2,200 thousand.

Financial performance: In 2017, Sputnik Software generated sales revenue in the amount of PLN 25,971 thousand (PLN 15 ,110
thousand in 2016) and earned net profit of PLN 3,537 thousand as compared with PLN 887 thousand in the previous year. The
significant improvement of y/y performance is a result of the recovery in the market of IT solutions for local government uni ts.

Development works in 2017: The company has carried out development works related to the implementation of technological
and organisational innovations in the following areas:
(o] finalisation of research and development works and production implementation of n ew products for customers, in
particular the Electronic Services Platform and Local Government Mobile Application;
(o] development and launch of a service bus within the framework of projects implemented, enabling integration of the
30RGHUQ 2IILFH" Srodnat MRIVtRirdS - party systems;
(o] commencement of development of a new model of individual technical support for customers which is scheduled to be
launched in mid -2018.

Atende Medica

In 2017, Atende Medica 2 the company offering IT solutions for the medi cal sector 2 participated actively in tenders from the

new financial perspective of the EU. As a result, the company signed agreements for the computerisation of 7 medical faciliti es,

mainly hospitals, for the total amount of PLN 16.7 million. The largest projects won include the implementation of Medicus On -

Line, a proprietary Hospital Information System (HIS), and the expansion of the ICT infrastructure at the Medical Centre in

1RZ\ 'ZyU OD]RZLHFNL 3/1 PLOOLRQ DQG DW WKH 'LV\WPUNEmIttiehy SLaddibian, the) comgdiyy Z

and the Ministry of Health concluded a 1 milion 3/1 DJUHHPHQW IRU LPSOHPHQWDWLRQ RI WKH SURMHFW HQWLW
pilot project for nursing care standardisation in healthcare institutions as part o I WKH p'HYHORSPHQW RI QXUVLQJ FRPSFH

SURMHFW" 7KH SURMHFW UHVXOWV ZLOO KHOS WR LGHQWLI\ GLUHFWLRQV IRU DFWhR& RI WKH 0
area of nursing in Poland.

Financial performance: In 2017, Atende Medica genera ted sales revenue in the amount of PLN 12,725 thousand (PLN 1,796
thousand in 2016) and earned net profit of PLN 575 thousand as compared with net loss of PLN 1,274 thousand in the previous

year. The improved financial performance of the company is related to the launch of tender procedures for the computerisation
of hospitals co -financed by the EU at the end of 2016. However, it should be added that the market of IT solutions for the

medical sector is one of the most difficult markets in which the Atende G roup operates. It is characterized by relatively low
margins, high competition and numerous challenges faced by suppliers of medical systems, related to new requirements
introduced by the Ministry of Health.

Development works in 2017: The Company has unde rtaken 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:
(o] development of a Partnership Programme whose objective is to improve announcing the introducti on of new products
(services) and attracting new customers;
(6] extension of the offering to include services related to Settlements with the National Health Fund + a service resulting
from the assumption of settlements between the medical service provider and the National Health Fund;
(o] extension of the offering to include e -services;

o

development of software in a new technology (Angular);

(6] development of cloudiMed +a new service offered in the cloud computing model. The solution is dedicated in particular

to doc WRUVY RIILFHVY DQG RXWSDWLHQW FOLQLFV FORXGLOHG LV D VHUYLFH WKDW HQVXL
secure processing of medical records, flow of orders and test results as well as settlements with business partners and

the National Health Fund.

Phoenix Systems

In 2017, Phoenix Systems, a company developing innovative software, signed a significant agreement with Energa -Operator
S.A. for the purchase of 21 thousand licences for Phoenix -RTOS, a real -time operating system. These licenses will be use din
concentrator and pulse counter devices (ZKB) which will be produced by DGT at the order of Energa - Operator and then installed

in the operator's power grid. In 2017, the Company also signed the first significant international license agreement with

Inc otex, a company based in Russia, for the development and implementation of data concentrator software in Smart Grid

networks, controlled by the Phoenix -RTOS system. It is assumed that the project will be completed in the second half of 2018,

and the sales of licences will commence in 2019. The company has also established cooperation with another producer from the
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Asian market on a data concentrator in Smart Grids. Additionally, the company, as a subcontractor of Apator Metrix +a
manufacturer of meters + implemented an important project involving preparation for certification of a smart gas meter using

the Phoenix -RTOS operating system. The certification is planned to be completed in the first quarter of 2018. In the second half

of this year, the company sh ould start to earn licence revenue from the sales of gas meters in the Italian market. This is a

particularly important project in the development of the Company as it assumes mass sales of licenses in cooperation with

Apator Metrix, first on the Italian m arket and, in the following years, on the British and German markets. The company also

continued the project of smart electricity meters for Saiman +the largest manufacturer of meters in Kazakhstan. It is assumed

that the tests of the trial series of mete rs in the real power network conditions in Almaty will be completed in the second half of

2018, and the sale of the licenses will start at the turn of 2018 and 2019. In the third quarter of 2017, a two -year agreement
was signed with NCBIR for co  -financing in the amount of nearly PLN 2 million for a project to create a new, groundbreaking

version of the Phoenix -RTOS operating system based on the latest microkernel architecture.

Financial performance: In 2017, Phoenix Systems generated sales revenue in the am ount of PLN 1,580 thousand (PLN 1,154
thousand in 2016) and earned net profit of PLN 113 thousand as compared with net loss of PLN 260 thousand in the previous
year.

Development works in 2017: The Company carried out the following development works:

(o] contin uation of the smart energy meter project. It is assumed that the innovative energy meter will be used in the
besmart.energy development project implemented by Atende Software and co -financed by NCBIR. It is worth noting
that the company 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] commencement of works on the version of Phoenix -RTOS system develo ped in accordance with the ARINC653
standard, which is to be certified as compliant with the DO -178C aviation standard and used, among others, for control
and management of drones swarm traffic - in connection with the interest in Phoenix -RTOS on the part of entities
creating devices for the military and aviation industries;

(o] continuation of works on the implementation of a communication standard in G3 -PLC power grids and on the
implementation of 802.15.4(g), Wireless M -Bus, ZigBee and Wi -SUN wireless standa rds, as part of the new version of
the Phoenix -RTOS operating system.

OmniChip

In 2017, OmniChip, a company which designs electronic devices and integrated circuits, continued works on projects

implemented for third parties. The work included both the des ign of integrated circuits and Smart Grid devices. In addition, the

company manufactured its first proprietary integrated circuit which provides protection against theft of funds from payment

cards, and started works on its commercialization. In October 20 17, the company received a subsidy from NCRD for the project
"Universal hardware platform supporting games for the blind and partially sighted, with particular emphasis on multiplayer an d
integrating games". OmniChip received a subsidy of PLN 1.5 million f or a project worth PLN 2.7 million. The project is to be
completed by September 2019.

Financial performance:  In 2017, OmniChip generated sales revenue in the amount of PLN 1,436 thousand (PLN 1,188 thousand
in 2016) and incurred net loss of PLN 1 thousand as compared with net profit of PLN 8 thousand in the previous year.

Development works in 2017: The Company carried out the following development works:
(o] design of a small consumer electronics device;
0 FRPPHQFHPHQW RI LPSOHPHQWDWLRQ RI MhtivagelpRitbtmFppo?tth@ garridsUfot Bhe blind and
SDUWLDOO\ VLIKWHG ZLWK SDUWLFXODU HPSKDVLY RQ PXOWLSOD\HU DQG LQWHJUDWLQJ J

TrustlT

In 2017, TrustIT, a company specialising in the provision of modern outsourcing services of remote maintenanc e of IT systems,
increased the number of customers by 1/3 to 40 entities, as a result of reinforcing its sales structures. Owing to these effo rts,
the company managed to offset the decrease in monthly revenue which occurred as a result of the loss of a key customer from
the insurance sector in the first quarter of 2017. The loss of this customer resulted from changes in its ownership and was

beyond the control of TrustIT. The most important contract in 2017, won together with Atende, is related to the provi sion of
comprehensive IT support services for a newly established company, IRIS Telecommunication Poland sp. z 0.0. This multi -
annual contract covers both all IT system administration services, helpdesk and user support on site as well as the provision of
IT hardware as a service.

Einancial performance: In 2017, TrustIT generated sales revenue in the amount of PLN 1,852 thousand (PLN 1,807 thousand in
2016) and incurred net loss of PLN 52 thousand as compared with net profit of PLN 74 thousand in the previo us year.

Development works in 2017: The Company carried out the following development works:
(o] expansion of sales channels;
(o] implementation of a new system of recording and controlling orders, consistent with the ITIL standard, which will
ensure that custome  rs have access to the content and status of their orders from any communication device.
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Energy Data Lab

In 2017, 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, continued to face unfavourable market conditions in the energy sector in which it was

originally active. However, at the end of 2017, the first signs of recovery of the sector emerged and negotiations on potenti al
new projects started. At the same time, 2017 was the time of searching for applications for the Big Data system developed by

EDL for processing non -energy data. Analysis of data on Internet users' behaviour began to bring first financial benefits in the

form of subscription revenue at the end of the year.

Financial performance: In 2017, EDL generated sales revenue in the amount of PLN 23 thousand (PLN 328 thousand in 2016)

and incurred net loss of PLN 800 thousand as compared with net loss of PLN 650 thousand in the previous year. The company's
poor financial performance is a result of the lack of orders from the energy sector which is of key importance for EDL's

operations.

Development works in 2017: The Company carried out the following development works:
(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, marketing data and Internet data;
(o] extension of the proprietary Big Data solution, aimed at:

uni fying the solution to align it with the needs of various industries,
enabling the correlation of data in the system with external data, e.g. weather data,
integration with external systems and tools, such as IBM DSX, Rstudio or Jupyter analytical tools.

A2 Customer Care

In 2017, A2 Customer Care (A2CC), a new company in the Atende Group which specialises in comprehensive implementation of

specialist solutions in the area of customer service and ERP systems, was engaged in the implementation of SAP for Util ities and
SAP CRM for Utilities solutions for the customer from the gas sector. In addition, the company actively sought contracts for

customer care in the heating industry and in the water and sewage industry. The company also started to look for business

partners on the EU markets.

Financial performance: In 2017, A2CC generated sales revenue in the amount of PLN 1,986 thousand and earned net profit of
PLN 225 thousand. The company was entered in the National Court Register on January 24 th 2017.

Developme ntworks in 2017:  The Company carried out the following development works:
(o] development (together with a market partner) of a product called S/4 Water, based on SAP for Utilities and SAP

4/Hana, which will be provided in the cloud to companies from the wate r and sewage industry;
o development of eCars, a cloud  -based solution for enterprises managing and supplying power to electric car charging
stations.

25. (YHQWY DQG DJUHHPHQW VLJQLILFDQW IRU WKH *URXSTV EXVLQHVV
Registration of A2 Customer Care in the National Court Register

On January 24 " WKH FRPSDQ\ $ &XVWRPHU &DUH VS | RR 3% &&° ZDV HQWHUHG LQ WKH 1
established under a company deed concluded on December 21 st 2016. The Issuer acquired 60% of shares representing 60% of

the VKDUH FDSLWDO DQG YRWHV DW WKH VKDUHKROGHUVY PHHWLQJ IRU DQ DPRXQW RI 3/1 W K
performance of consulting tasks as well as implementation and development of IT products that improve management of the

FXVWRPHUYV Y s&Xbdde® brivadvanced software, in particular billing systems of the global leader + SAP. Owing to the

investment in A2CC, the Atende Group has expanded its offer with forward -looking, niche services with the potential to expand

overseas.

Revivaline -medi cine sector + new contracts of Atende Medica

At the turn of April and May 2017 Atende Medica, member of the Atende Group, concluded three contracts for computerisation

of health care centres, with gross value exceeding PLN 8 million. The first project, wit h the gross value of PLN 3.1 million,

includes comprehensive computerisation of the District Hospital in Lipsko with the aim of, among others, implementing

electronic medical records and e -services. Another project, with the gross value of PLN 3.6 million, concerns the District Hospital

LQ :\VINyZ 8QGHU WKH WKLUG FRQWUDFW $WHQGH OHGLFD ZLOO GHOLYHU LQVWDOOIDQG FRQIL
one of the medical centres. Furthermore, the project features the supply and implementation of an Integrated IT System. The

gross value of the project is PLN 1.4 million. All the above projects are co -financed from EU funds.
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The scope of the above projects is very broad. It includes the supply of health care facility support software for both medic al
and administrative work as well as supply and implementation of hardware and network infrastructure. The development of a
SDWLHQWITV 3RUWDO &ER/iteb\\eKabling Zanvgrghensive and automated handling of processes related to the medical

service s provided by the facilities, is an important element of the projects.

Adoption of a resolution on distribution of profit for 2016

On May 29 ", 2017, the Ordinary General Meeting of the Company adopted a resolution on distribution of profit. Pursuant to th e
UHVROXWLRQ WKH 2UGLQDU\ *HQHUDO OHHWLQJ GHFLGHG WR DOORFDWH WKH DPRXQW RI 3/1
DPRXQWLQJ WR 3/1 WR WKH SD\PHQW RI GLYLGHQG DQG WKH UHPDLQLQJ SDUW R

2016, am ounting to PLN 34,509.56 2 WR WKH &RPSDQ\TV VXSSOHPHQWDU\ FDSLWDO 7KLV PHDQV WKDW WK
share is PLN 0.20.

In accordance with the resolution of the Ordinary General Meeting of the Company, the deadline to determine the right to
dividend was June 28 ”‘, 2017. The date of dividend payment was set for July 14 ‘h, 2017. The dividend covered all 36,343,344
shares of the Company.

Conclusion of an agreement with the Border Guard

On August 18 ™, 2017, Research and Academic Computer Network (L eader of a consortium whose members are also Atende

S.A., NASK S.A. and Integrated Solutions sp. z 0.0.) signed an agreement with the Main Headquarters of the Border Guard (the

3(PSOR\HU" IRU WKH 3([WHQVLRQ RI WKH %RUGHU *XDU G123 DUNMO HRR R\PKHD IEROIDWLLRDF WV VI IKIFP DIJUHH |
FRQFOXGHG DV D UHVXOW RI VHOHFWLRQ Rl WKH FRQVRUWLXPYV WHQGHU DV WKRBOFRVW IDYRXUD

Gross price of the agreement signed amounts to PLN 44.5 million, of which the price of the basic contract amounts to PLN 31.4
million, and the price of the optional contract amounts to PLN 13.1 million. The total remuneration payable for the Issuer

amounts to PLN 17.3 million gross, of which PLN 14.1 million gross 2 for the performance of th e basic contract and PLN 3.2
million 2 for the performance of the optional contract. The scope of the Issuer's work under the agreement signed includes

delivery of network infrastructure along with software, licenses and manufacturer's warranty, servicing of the supplied
infrastructure for a period of 60 months and conducting trainings on the operation of the solution delivered.

Implementation of the subject matter of the agreement covered by the contract will be carried out in two stages 2 the first
stage to be completed by December 11 2017 and the second stage to be completed by September 28 th 2018.
Implementation of the optional contract will take place upon submission of a declaration by the Employer, by January 31 st
2018, on exercising the option r ight. The optional contract is scheduled to be completed by September 28 th 2018.

Opening of tenders in the tender procedure conducted by the Resort Centre for ICT Networks and Services
Management

On September 19 " 2017, the Issuer received an oral informa tion on the opening of tenders in the tender procedure No

IRU WKH 3&RQVWUXFWLRQ DQG LPSOHPHQWDWLRQ RI GDWD FHQWUHYV GDWD SURFHVVLQ
conducted by the Resort Centre for IT Networks and Services Management (the 3(PSOR\HU" 7KH REMHFW Rl WKH 3URFHG)>
HIWHQVLRQ RI WKH (P S cckntte Wiftialidatiory platform environment. According to the information obtained, the
,VVXHUTV WHQGHU DPRXQWLQJ WR 3/1 PLOOLRQ JURVV KH/ 3VUKRH HRECO) HV HD@GHW KHX EFPE @/RM H G TIVC
amounts to PLN 60 million gross.

Opening of tenders in the tender procedure conducted by PKP PLK

On September 22 ", 2017, the Issuer received an oral information on the opening of tenders in the limited tender proced ure for

WKH 3&RQVWUXFWLRQ RI WRKdystdrh rir@strcure on PKP Polskie Linie Kolejowe S.A. railway lines under NPW

(5706° FDVH 1R , &= 3 SDUW R W KHmplBnggkivatidd BMBackbone Transmission Network
33URFHGXBPRIQGXFWHG E\ 3.3 3BROVNLH /LQLH .ROHMRZH 6 $ WKH 3(PSOR\HU" WHQGHUV ZHUH

consortium of: Fonbud S.A. - sp.k. (consortium leader), Atende S.A., South Korean company ICRAFT Co. Ltd. and Ukrainian

company UKRCOM LLC. (toget KHU WKH 3&RQVRUWLXP" VXEPLWWHG D WHQGHU ZLWK D WRWDO JURVV SUL

PLN 42.5 million gross is the basic part, and PLN 2.7 million is an option for a 7 -\HDU SHULRG 7KH WRWDO SULFH RI WKH &

tender is the lowest of the WHQGHUV VXEPLWWHG LQ WKH 3URFHGXUH 7KH (PSOR\HUfV EXGJHW DPRXQWV

Contract is scheduled to be completed by 2022. The total gross remuneration payable to the Issuer is PLN 25.6 million, of whi ch

PLN 24.0 million is the basic part, and PLN 1.6 million gross is an option for a 7 -year period. The responsibilities of the Issuer as

a Consortium member include the area related to the construction of the IP -MPLS Teletransmission System.
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Resignation of a Supervisory Board Member

On September 26 ”‘, 2017, the Issuer received a statement from Marek Dietl dated September 25 ‘h, 2017 on resignation from

WKH IXQFWLRQ RI D PHPEHU RI WKH 6XSHUYLVRU\ %RDUG RI $WHQGH 6 $ ,Q DFFRUGDQ#H ZLWK W
expire up on supplementation of the composition of the Supervisory Board of Atende S.A., but no later than at the end of

November 30 ‘h, 2017. The statement did not indicate the reasons for the resignation.

Conclusion of an agreement with the Resort Centre for IT Net works and Services Management

On October 18 ™, 2017, an agreement has been signed between the Company and the Resort Centre for ICT Networks and

6HUYLFHVY ODQDJHPHQW WKH 3(PSOR\HU" ZLWK D JURVV YDOXH RI 3/1 PLO Oé RgeenWriK H 2$JUHHP|
LV WKH GHYHORSPHQW RI WK Hcqrr& Orimalisadifirvplatfdtrd enironment, consisting in the delivery of a product

range for the expansion of IT infrastructure, installation and reconfiguration of the virtualisation platforms, and the provision of

training and maintenance services. The subject of the Agreement also covers optional deliveries of PLN 5.1 million gross whic h

shall be carried out solely on the Employer's written instruction.

In accordance with the Agreement, the supply of the product range is to be carried out no later than by November 30 M 2017. A
period of 12 months from the date of execution of the Agreement is provided for the implementation of the installation,
reconfiguration and training services. The guarantee s ervices will be provided until December 31 st 2019.

Appointment of a Supervisory Board Member

On October 23 ™ WKH 6XSHUYLVRU\ %RDUG RI WKH &RPSDQ\ SXUVXDQW WR SURYLVLRQV RI WKH
$WHQGH 6 $ TV $UWLFOHYV Rbirgad\WRde] Maiisidk@s aDreémber of the Supervisory Board. The appointment of the

new member of the Supervisory Board occurred after the expiry of the mandate of a member of the Supervisory Board, Marek

Dietl, which occurred upon the opening of the meet ing of Supervisory Board of the Company on October 23 2017 as a result

of the statement received.

Appeal against the selection of the most advantageous tender by PKP PLK and judgment of the National
Appeals Chamber on the appeal

On November 4 ™, 2017, a consortium of: Fonbud S.A. - sp.k. (consortium leader), Atende S.A., South Korean company ICRAFT

&R /WG DQG 8NUDLQLDQ FRPSDQ\ 8.5&20 //& WRJHWKHU WKH 3&RQVRUWLXP" ILOHG DQ DSSHDC
against the selection made by PKP Pol VNLH /LQLH .ROHMRZH 6 $ WKH 3(PSOR\HU" LQ WKH SURFHGXUH IRU
ERTMS/GSM-5 V\VWHP LQIUDVWUXFWXUH RQ 3.3 3ROVNLH /LQLH .ROHMRZH 6 $ UDLOZD\ OLQHV
6060/ICZ4/08860/03374/15/P, part 2 of the contract + Imple mentation of Backbone Transmission Network. The Employer

VHOHFWHG D FRPSHWLWLYH WHQGHU DV WKH PRVW DGYDQWDJHRXVY DQG UHMHFWHG WKH &RQVRL
item 2 of the Public Procurement Law.

On November 24 ™ 2017, the Issuer r  eceived information on the judgment of the National Appeals Chamber concerning the
aforesaid appeal. In accordance with the received information, the National Appeals Chamber entirely dismissed the
&RQVRUWLXPTVY DSSHDO

Events and agreements significant for WKH *URXSYV EXVLOHVY DIWHU WKH EDODQFH VKHHW GDWH

Increase of the share capital of Energy Data Lab

On March 2 ™, 2018, a resolution was adopted to increase the share capital of Energy Data Lab sp. z 0.0. to the amount of PLN

244 thousand through the creat ion of 1,000 new shares with a nominal value of PLN 100 each. All newly created shares were
taken up proportionally by the existing shareholders at a price per share equal to their nominal value. On March 9 th 2018, the
Company repaid the shares it had tak en up.

2.6. Major equity investments and deposits

,Q DQ HTXLW\ LQYHVWPHQW LQ VKDUHV RI $ &XVWRPHU &DUH VS ] R R $ && ZDV PDGH
concluded on December 21 ", 2016, the Issuer acquired 60% of shares representing 60% of the share capital and votes at the
VKDUHKROGHUVY PHHWLQJ IRU DQ DPRXQW RI 3/1 WKRXVDQG $ && ZDV HQWHUHG L“Q WKH 1DW
2017.

In 2017, no equity deposits were made.
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2.7. Credits and loans

Information on credit and loan agreements conc luded and terminated in 2017

The company signed an annex to an overdraft facility agreement with Bank Zachodni WBK S.A., extending the repayment date
to July 31 st 2018. The base credit value did not change and amounts to PLN 6,000 thousand.

The Company si gned an annex to a framework agreement with mBank S.A. In accordance with the annex, the base value of the
limit for bank guarantees was increased from PLN 10 million to PLN 12 million.

The company also received loans from a financial institution belongin J WR WKH VXSSOLHUfV FDSLWDO Jt&fRXS WR
projects. These loans totalled PLN 1,888 thousand, of which PLN 1,249 thousand matures in 2018 and PLN 499 thousand +in
20109.

No credit or loan agreement was terminated in 2017.

Detailed information ~ about concluded credit and loan agreements is provided in Note 25 to the consolidated financial statements
of the Atende Group for 2017.

Information on loans granted in 2017

In 2017, Atende granted loans to its subsidiary, Atende Medica, in the total amoun t of PLN 303 thousand, of which PLN 223
thousand was repaid during the year. PLN 80 thousand remains to be repaid in 2018.

2.8. Contingent liabilities and contingent assets, guarantees and sureties

&ROODWHUDO HVWDEOLVKHG RQ WKH *URXSYV DVVHWYV 31.12.2017 31.12.2 016
Collateral for bank credits 53,000 51,000
Collateral for lease agreements concluded 797 738
&ROODWHUDO HVWDEOLVKHG RQ WKibsta*tURXSTV DVVHW\ 53,797 51,738

As at December 31 ', 2017:
(6] the amount of PLN 53,000 thousand is made up of the followin g items:
PLN 42,500 thousand 2 mortgage securing the debt due to a bank overdraft facility and investment loan taken
out by Atende S.A. from mBank S.A;;
PLN 9,000 thousand  *registered pledge on inventories under the bank overdraft facility extended by BZ WBK;
PLN 1,500 thousand 2 collateral for a bank overdraft taken out by Sputnik Software sp. z o.0.

(o] PLN 797 thousand 2 bills of exchange securing debt due to lease agreements concluded by Sputnik Software sp. z
0.0.

As at December 31 ', 2016:

(6] the amount o f PLN 51,000 thousand is made up of the following items:
PLN 42,500 thousand 2 mortgage securing the debt due to a bank overdraft facility and investment loan taken
out by Atende S.A. from mBank S.A;;
PLN 7,500 thousand  *registered pledge on inventories under the bank overdratft facility extended by BZ WBK;
PLN 1,000 thousand 2 collateral for a bank overdraft taken out by Sputnik Software sp. z 0.0.

o the amount of PLN 738 thousand is made up of the following items:
PLN 137 thousand 2 bhill of exchange liabi lities securing debt due to lease agreements concluded by Atende

S.A;
PLN 601 thousand 2 bills of exchange securing debt due to lease agreements concluded by Sputnik Software
sp. z 0.0.

Guarantees and sureties granted 31.12.2017 31.12.2016
Liabilities d ue to bank guarantees granted largely as a security for 17,571 13,380
performance of trade contracts
Surety for repayment of granted bank guarantees 1,156 -
Total guarantees and sureties granted 18,727 13,380
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As at December 31, 2017:

(o] the amount of P LN 17,571 thousand is made up of the following items:
PLN 11,538 thousand 2 the value of tender guarantees and guarantees of proper contract performance, the
guarantee principal is Atende S.A.;
PLN 4,251 thousand 2 the value of guarantees of proper contra ct performance and tender guarantees, the
guarantee principal is Sputnik Software sp. z 0.0.;
PLN 1,594 thousand 2 the value of liabilities due to bank guarantees granted largely as a security for
performance of trade contracts, the guarantee principal is Atende Medica sp. z 0.0.
PLN 188 thousand 2 the value of liabilities due to bank guarantees granted largely as a security for
performance of trade contracts, the guarantee principal is Atende Software sp. z 0.0.

(o] PLN 1,156 thousand 2 surety granted by Atend e S.A. for the repayment of liabilities under a lease agreement

concluded by TrustIT sp. z 0.0.

As at December 31 &, 2016:
(o] the amount of PLN 13,380 thousand is made up of the following items:

PLN 10,859 thousand 2 the value of tender guarantees and guara ntees of proper contract performance, the
guarantee principal is Atende S.A.;
PLN 2,028 thousand 2 the value of guarantees of proper contract performance and tender guarantees, the
guarantee principal is Sputnik Software sp. z 0.0.;
PLN 493 thousand 2 the value of guarantees of proper contract performance, the guarantee principal is Atende
Medica sp. z o.0.

2.9. Related entity transactions

In 2017, 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 Note 36 to the separate financial statements of Atende S.A. for
2017.

2.10. Description of material risk factors and threats
Risk of the impact of economic situation in Poland

The situation of the Ate  nde Group is strongly connected with the economic situation country - and worldwide. The Company
operates 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 o f growth of gross domestic product may reduce the profitability of Polish enterprises and

deplete their budgets for investments, particularly in the information technology. Delays in announcing new tenders may also

result from political situation. In order to prevent this risk, the Issuer continues to monitor the demand for the products and

services to respond flexibly to changing trends through the introduction of possible modifications to its strategy. In additi on, it
actively seeks long -term agreements,  which naturally reduce the risk associated with deteriorating economic conditions.

Interest 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 granted by commercial
banks. As at December 31 $WHQGHYV OLDELOLWLHY DULVLQJ IURP EDQN FUHGLWY DQG ORDQV DPR;

compared to PLN 10,239 thousan d as at the end of 2016, whereas for the Capital Group these liabilities amounted to,
respectively, PLN 9,634 thousand and PLN 13,387 thousand.

7KH &RPSDQ\TV H[SRVXUH WR WKH ULVN FDXVHG E\ LQWHUHVW UDWH IO0XFWXD WédRQevid FRQFHUQH
overdrafts. Investment credit interest rate is based on the variable WIBOR 1M rate. In 2017, the average interest rate was

2.61% (in 2016: 2.57%). In the case of an increase in average interest rates by 1%, the cost of credit in 2017 would inc rease

by PLN 25 thousand, and in the case of a fall 2 it would be lower by PLN 25 thousand. Overdraft interest rate is based on the

variable WIBOR O/N or WIBOR 1M rate. In 2017, the average interest rate was 2.72% (in 2016: 2.69%).

Risk associated with cha nges in exchange rates

The Issuer is exposed to the risk of movements in currency exchange rates because, as part of its operations, it uses importe d

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

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

DFFRUGDQFH ZLWK WKH &RPSDQ\TV SROLF\ DW OHDVW Rl FXUUHQF\ WUDQVDFVWduRYV DUH KH
GLYHUVLILHV WKH H[FKDQJH UDWH ULVN ,Q WKH ,VVXHUTV RSLQLRQ WKH DERYHPHQWEeRQHG PHD
SRVVLEOH LPSDFW RI DGYHUVH H[FKDQJH UDWH FKDQJHV RQ WKH ,VVXHUYfV ILQDQFLDO SHUIR!
changes in foreign exchange rates.
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Risk associated with strong competition

Polish ICT market is characterised by a strong competition and large variety of entities. There are large international

undertakings and big and medium -sized Polish companies opera ting throughout Poland, as well as small entities of local
significance. The competition 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 G roup 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 t he
Group employ qualified staff, whereas many years of cooperation with the majo rity of large clients and niche specialisation
constitute a strong competitive advantage.

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 products
and technological solutions. Therefore, there is a risk of new solutions 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 p revent this risk,
the Issuer and its subsidiaries continue to monitor technological changes and test the possibilities of fast implementation o f the

most recent technological solutions.

Risk associated with seasonality of sales

The seasonality of salesis  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 companies 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 agree ments and through unique products and services introduced into its offer.

Risk associated 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 mai nly in the form of tenders. There is, however, no certainty that in the future the Group companies will be able

to acquire new orders, the implementation of which will provide a satisfactory level of income and margins. The aforementione d
risk may be mitig ated 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 a

competitive advantag e, 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. The re is a risk that due to the price or level of technological advancement, some of the introduced

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

GHWHULRUDWH WKH *UR X &%d hiaeDhe Fetubn@n ihiegtxénts unsatisfactory, ultimately reducing the profitability

Rl WKH *URXSYV RSHUDWLRQV 7KLV ULVN LV PLQLPLVHG WKURXJK FRQWLQXRXV FRQWURO RI
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

7KH *URXSYV DFWLYLW\ LV FKDUDFWHULVHG E\ D PRGHUDWH OHYHO RI ULVN RI GHIba@wV Rl EXVL
inceas H LQ RXWVWDQGLQJ UHFHLYDEOHV PD\ LPSDLU WKH *URXSTV ILQDQFLDO SHUIRUPDQFH 7K
applying appropriate provisions in the concluded agreements and through a careful selection of business partners.

Risk of loss of key employ ees

Key employees and management staff constitute a valuable asset of the Atende Group 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.
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3. Financial standing of the Capital Group

3.1. Income statement

The Atende Group posted very good results in 2017, with sales revenue and net profit reaching record levels in the Group's
history. Consolidated revenue increased as compared to the corresponding period of the previous year by 38% and amounted to
PLN 290,617 t housand. Higher sales were reported by both subsidiaries (by 53% y/y) and the parent company, Atende (by 37%
yly). The greatest contribution to the Group's revenue growth was made by the public sector (revenue in 2017: PLN 115,505
thousand, increase by 119 % yly) and the telecommunications and media sectors (PLN 105,589 thousand, increase by 13%

yy).

Owing to higher sales, gross profit on sales was higher by 14% than in the previous year and amounted to PLN 79,193

thousand. The increase in general and admin istrative costs related to the expansion of the Group's offering amounted to 3%

yly. Owing to the above, operating profit was higher than in the previous year by 35% (increase from PLN 14,586 thousand to

PLN 19,737 thousand). Financial activities had a neg ative impact on the gross profit in 2017 to a greater extent than in the

previous year, namely by reducing it by PLN 714 thousand. Despite this, the gross profit increased by 34% yly to the amount o f

PLN 17,643 thousand and the net profit of the parent com pany went up by 20% y/y to PLN 12,733 thousand.

Very good results in 2017 were achieved mainly in the fourth quarter of the reporting year. Sales revenue in the last quarter of

the year amounted to PLN 143,210 thousand, which means that it increased by 120 % yly and accounted for almost half of the

consolidated revenue of the Group in 2017. The gross profit on sales earned in the fourth quarter of 2017, higher by 66% yly

(PLN 37,255 thousand) translated into an increase +as compared with the previous year +in operating profit (by 212% to PLN

19,833 thousand), gross profit (by 206% to PLN 18,051 thousand) and net profit (by 191% to PLN 13,576 thousand). The share

ofthe 4 ™ quarter in annual results is significant and follows from the seasonal nature of acti vities in the market for ICT systems

integration.

2

Selected financial data L T 20?[27;(?]?6 4" quarter 4™ quarter fﬁr,] anug;ter
of the Atende Capital Group of 2017 of 2016 (://y
Sales revenue 290,617 211,101 38% 143,210 65,017 120%
Costs of sales 211,424 141,742 49% 105,956 42,594 149%
Gross profit (loss) on sales 79,193 69,359 14% 37,255 22,424 66%
Other operating income 1,874 2,477 (24)% 145 (245) -
General and administrative costs 57,849 56,156 3% 15,739 16,410 (4)%
Other operatin g expenses 3,481 1,094 218% 1,828 (587) -
Operating profit (loss) 19,737 14,586 35% 19,833 6,356 212%
Financial income 314 657 (52)% (253) 276 (192)%
Financial expenses 2,408 2,037 18% 1,529 733 109%
EBITDA 26,339 21,134 25% 21,534 8,230 162%
Profit (  loss) before tax 17,643 13,206 34% 18,051 5,899 206%
Income tax 3,482 3,055 14% 3,314 1,295 156%
Net profit (loss) ! 12,733 10,593 20% 13,576 4,669 191%

! Net profit of the parent entity.

&DSLWDO *URXSYV VDOHV E\ PDUNHW VHJPHQW

At the beginning 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, integration of techno logical infrastructure and integration of ICT systems at subsidiaries. In 2015, the

ODQDJHPHQW %RDUG PDGH RUJDQLVDWLRQDO FKDQJHV UHODWHG WR PHUJLQJ $WHQGHYTV WHFKC

phenomenon of convergence of products within ICT inf rastructure integration and technical infrastructure integration (data

centres equipment).
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Consolidated sales by market segment ! 2017 2016 Change
Atende ICT systems integration
Sales revenue 231,464 168,495 37%
Sales margin 2 58,427 51,585 13%
Sales marginin % 25.2% 30.6% (5.4) p.p.
EBITDA 13,165 13,513 (3)%
Subsidiaries ICT systems integration
Sales revenue 65,662 42,846 53%
Sales margin 2 42,348 34,035 24%
Sales marginin % 64.5% 79.4% (15.0) p.p.
EBITDA 12,520 6,556 91%

*excluding con solidation exclusions and other revenue
2Sales margin = Sales revenue + Variable selling costs

In 2017, the Atende ICT systems integration segment generated sales revenues higher by 37% y/y, mainly as a result of much

higher sales to public sector custom ers (increase by PLN 40 million) and to the telecommunications and media sector (increase
by PLN 14 million). Owing to a significant increase in sales, the segment managed to generate a 13% higher sales margin.
However, other operating expenses were higher in 2017 than in the previous year and had a negative impact on EBITDA, which
decreased by 3% y/y and amounted to PLN 13,165 thousand.

,Q WXUQ WKH VXEVLGLDULHV ,&7 VA\VWHPV LQWHJUDWLRQ VHJPHQWYV SHUIRUPDQFH ZDV VLJQL
increased by 53% yly, sales margin + by 24%. The largest contributors to the increase in sales and improvement of the

VXEVLGLDULHV ,&7 V\VWHPV LQWHJUDWLRQ VHJPHQWYfV SHUIRUPDQFH ZHUH 6SXWQLN 6RIWZDUH
advantage of the g ood economic situation in their respective markets, i.e. in the area of local government and medical systems.

The segment's EBITDA increased by 91% y/ly to PLN 12,520 thousand despite a moderate increase in general and

administrative costs related to the de velopment of subsidiaries.

Gross profit evolution

In 2017, the gross profit earned by the Atende Group was PLN 4,437 thousand higher than in the previous year (up by 34%

yly). It was positively affected by the increase of gross profit on sales by PLN 9,834 thousand in relation to 2016. Gross profit
margin on sales decreased from 32.9% in 2016 to 27.3%. This is a result of higher sales of projects with a significant share of
equipment supplies, characterised by lower profitability, which increased from PLN 8 5,060 thousand in 2016 to PLN 156,141

thousand in 2017.

Consolidated gross profit evolution

In 2017, the result on other operating activities (difference between other operating revenue and other operating expenses)
was lower than in 2016 by PLN 2,990 thousand (PLN -1,607 thousand vs PLN 1,383 thousand). In 2017, other op erating
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expenses increased (by PLN 2,387 thousand), mainly as a result of the penalty charged due to delays in contract performance
by the parent company (PLN 1,826 thousand). Other operating revenue, which was lower by PLN 603 thousand in 2017 yly,
was ad versely affected by the lower amount of reversal of provisions (by PLN 1,492 thousand yl/y), and positively by the
reversal of impairment losses on assets (higher by PLN 382 thousand y/y) and government subsidies (higher by PLN 397
thousand).

In the reporte d period, general and administrative costs increased by PLN 1,693 thousand as compared to 2016 (PLN 57,849
thousand vs PLN 56,156 thousand). This increase is mainly due to growth -oriented activities carried out in subsidiaries and
commencement of consolida WLRQ RI $ &XVWRPHU &DUHTV UHVXOWYV

Negative impact on the change of gross profit in 2017 year on year was the result on financial activities, which declined in 2017
by PLN 714 thousand (change from PLN -1,380 thousand to PLN -2,094 thousand). In the repor ted period, the decrease in
financial income by PLN 343 thousand results from a year -on-year decrease in interest income and financial instrument
valuation. An increase in financial expenses by PLN 371 thousand results primarily from financial instrument v aluation offset by
a decline in exchange differences.

Results of subsidiaries

The combined impact of subsidiaries on the consolidated profits at operating, gross and net levels achieved in 2017 was

positive. Among subsidiaries, Atende Software, Sputnik Sof tware, Atende Medica, A2 Customer Care and Phoenix Systems had
a significantly positive impact on the results, Energy Data Lab and TrustIT had a negative impact, while the impact of OmniCh ip
was neutral.
Percentage Sales revenue Net profi t (loss)
of shares
held * 2017 2016 2017 2016
Atende Software 100% 20,089 21,463 3,994 4,062
Sputnik Software 60% 25,971 15,110 3,537 887
Atende Medica 67.51% 12,725 1,796 575 (1,274)
Phoenix Systems 51% 1,580 1,154 113 (260)
OmniChip 55% 1,436 1,188 1) 8
Trustl T 100% 1,852 1,807 (52) 74
Energy Data Lab 60% 23 328 (800) (650)
A2 Customer Care 60% 1,986 N/A 2 225 N/A 2

* as at December 31 ', 2017
? A2 Customer Care was established on December 21 s, 2016 and registered with the National Court Register on January 24™ 2017.

In 2017, Atende Software recorded a slight decrease in sales revenue (by 6% y/y) and in net profit (by 2% yly), mainly due to

lower sales of online multimedia content distribution services. Sales of solutions related to smart metering of power grids which

generated higher revenue than in the previous year (up by 19% y/y to PLN 2,501 thousand), are still at an unsatisfactory leve l,
which is related to the ongoing restrictions on orders in companies with Treasury shareholding. The company success fully
increased its sales of the redGuardian platform used for protection against DDoS (Distributed Denial of Service) attacks. Thi S

revenue increased from PLN 117 thousand in 2016 to PLN 822 thousand in 2017.

Sputnik Software and Atende Medica, companies operating in the public sector, took advantage of the improved economic
climate resulting from the launch by local government units, hospitals and medical centres of projects co -financed from the EU
funds. In 2017, Sputnik Software recorded an increase in sales revenue by 72% yly and in net profit by 299%. On the other

hand, Atende Medica generated revenue that was higher by 609% than in the previous year, and achieved a net profit,

compared to a loss in 2016.

In 2017, Phoenix Systems increased its sales r evenue by 37% yly and generated a net profit, mainly as a result of the growth

in sales of licences for its proprietary real -time operating system, Phoenix -RTOS. On the other hand, OmniChip, which increased

the sales of integrated circuit design services b y 21% yly, allocated the funds generated to the development of its own

products. In 2017, TrustIT recorded sales revenue at a level similar to that of 2016 and incurred a slight net loss, mainly d ue to
the loss of a key customer at the beginning of the rep orting period. The resulting decrease in monthly revenues was offset at

the end of 2017 by revenue earned by TrustIT from new contracts. In 2017, Energy Data Lab continued to face unfavourable

market conditions in the energy sector, which was the key pilla r of the company's operations, resulting in unsatisfactory
financial performance. In 2017 the company developed its competence in the field of big data analysis services addressed to

customers from other sectors and this should bring financial benefits in the current year. A2 Customer Care successfully closed

its first year of operation, generating satisfactory sales revenue and net profit.
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3.2. Atypical factors and events affecting the performance

None.

3.3. Statement of financial position

ASSETS 31.12.2017 % 31.12. 2016 %

Non -current assets 88,592 29% 76,262 43%
Tangible fixed assets 23,046 8% 22,692 13%
Intangible assets 27,389 9% 24,773 14%
Goodwill 11,921 4% 11,921 7%
Other financial assets 798 0% 58 0%
Assets from contracts with customers 1,321 0% 3,466 2%
Financial assets available for sale 80 0% 80 0%
Deferred income tax assets 2,396 1% 1,705 1%
Other non -current assets 21,641 7% 11,567 7%

Current assets 215,897 71% 99,910 57%
Inventories 10,598 3% 7,625 4%
Assets from contracts with customers 11,410 4% 3,128 2%
Trade receivables 81,689 27% 61,426 35%
Current income tax receivables 1 0% 438 0%
Other receivables 1,587 1% 1,204 1%
Other financial assets 197 0% - 0%
Prepayments 20,768 7% 10,219 6%
Cash and cash equivalents 89,647 29% 15,870 9%

TOTAL ASSETS 304,489 100% 176,172 100%

As at December 31 %, 2017, total assets of the Atende Group amounted to PLN 304,489 thousand which represents an increase
by 73% yly as compared to the balance as at December 31 st 2016, when total assets amounted to PLN 176,172 thousand.

As at December 31 * WKH *UR X S{urrédtRagsets amounted to PLN 88,592 thousand, as compared to PLN 76,262
thousand as at December 31 st 2016. They accounted for, respectively, 29% and 43% total assets.

As at December 31 ', WKH *URXSTV FXUUHQW DVVHWY DPRXQWHG WR 3/1 WKRXVDQG DV FI
thousand as at December 31 ', 2016. They accounted for, respectively, 71% and 57% total assets. The increase in current

assets in the reporting year resulted from the higher balance of cash and cash equivalents at the end of 2017 (increase by PLN

73,777 thousand), which was due to the receipt of payments from customers at the end of 2017, related to the performance of

significant contracts in the fourth quarter of 2017. For the same reason, trade receivables and prepayments were also higher

than in the previous year (by PLN 20,263 thousand and PLN 10,549 thousand, respectively).
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EQUITY AND LIABILITIES 31.12.2017 % 31.12.2016 %
Equity 81,848 27% 74,740 42%
Share capital 7,269 2% 7,269 4%
Supplementary capital from share premium 14,753 5% 14,753 8%
Other capital 35,427 12% 34,452 20%
Retained financial result 914 0% (1,411) (1)%
Financial result for the current period 12,733 4% 10,593 6%
Equity attributable to shareholders of the parent company 71,096 23% 65,656 37%
Minority interest 10,752 4% 9,084 5%
Long -term liabilities 31,075 10% 24,568 14%
Credits and loans 3,002 1% 6,030 3%
Other financial liabilities 2,933 1% 1,543 1%
Liabilities from contracts wit h customers 22,368 7% 14,202 8%
Other long -term liabilities 22 0% 7 0%
Provision for deferred income tax 752 0% 768 0%
Deferred income 1,207 0% 1,316 1%
Provision for pensions and similar benefits 791 0% 702 0%
Short -term liabilities 191,566 63% 76,86 4 44%
Credits and loans 6,632 2% 7,357 4%
Other financial liabilities 3,211 1% 1,299 1%
Liabilities from contracts with customers 24,175 8% 14,248 8%
Trade liabilities 125,399 41% 32,583 18%
Current income tax liabilities 3,200 1% 411 0%
Other short -term liabilities 28,053 9% 16,513 9%
Deferred income 799 0% 4,403 2%
Provision for pensions and similar benefits 97 0% 50 0%
TOTAL EQUITY AND LIABILITIES 304,489 100% 176,172 100%
$V DW WKH HQG RI WKH $WHQGH *URXSTV HT X48\tbuSaRdR a0 QAN &t Ge\dhd 082016 +to PLN 74,740

thousand. It accounted for, respectively, 27% and 42% of total equity and liabilities of the Group.

As at December 31 WKH *UR XS ftérnOliRiitles amounted to PLN 31,075 thousand, as comp ared to PLN 24,568

thousand in the previous year (increase by PLN 6,507 thousand), representing + respectively + DQG RI WKH *URXS{V
equity and liabilities. The following changes took place within long -term liabilities in 2017: liabilities from cont racts with

customers increased by PLN 8,166 thousand, other financial liabilities increased by PLN 1,390 thousand, whereas credits and

loans decreased by PLN 3,028 thousand. In 2017, other components of long -term liabilities were at a level similar to the one

recorded in the previous year.

As at December 31 % WKH *UR XS T-¥erim KaRiliti®¢ amounted to PLN 191,566 thousand, as compared to PLN 76,864

thousand in the previous year (increase by PLN 114,702 thousand), representing trespectively +63% DQG RI WKH *URXSTV
equity and liabilities. The increase in short -term liabilities in 2017 results mainly from the increase in trade liabilities by PLN

92,816 thousand, in other liabilities (especially VAT and accruals) by PLN 11,540 thousand and in li abilities from contracts with

customers by PLN 9,927 thousand. In 2017, deferred income declined by PLN 3,604 thousand. Changes in other items of short -

term liabilities were relatively insignificant.

3.4. Cash flow statement

In 2017, the Group recorded positive cash flows from operating activities in the amount of PLN 93,216 thousand, as compared
to negative cash flows of PLN -30,015 thousand in the previous year. Positive cash flows result primarily from a decrease in
receivables by PLN 26,860 thousand and an i ncrease in liabilities and provisions by PLN 119,564 thousand.

In 2017 and 2016, cash flows from investing activities were negative and amounted to, respectively, PLN -9,951 thousand and
PLN -5,676 thousand. In 2017, inflows from investing activities were lower than in the previous year, primarily due to lower
value of sales of intangible and tangible fixed assets (by PLN 1,488 thousand). Higher investment expenses in 2017 were

related to the purchase of intangible assets and tangible fixed assets (increase by PLN 2,162 thousand y/y).
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In 2017, cash flows from financing activites amounted to PLN -9,488 thousand, as compared to PLN -811 thousand in the
previous year. Lower inflows from financing activities resulted primarily from credits and loans which were lower by PLN 7,471
thousand than in 2016. Subsidies in the amount of PLN 2,016 thousand had a positive impact on inflows from financing

activities in 2017, as there were no such inflows in 2016. In turn, the increase in financial outflows in 2017 resulted from higher
amount of repayment of credits and loans (PLN 5,927 thousand vs PLN 1,957 thousand in 2016) and higher dividend paid in
2017 (PLN 7,268 thousand vs PLN 6,544 thousand in 2016).

As a result of the above changes, in 2017 the Group generated net c ash flows of PLN 73,777 thousand (PLN -36,501 thousand
in 2016), owing to which the year -end balance of cash was PLN 89,647 thousand, as compared to PLN 15,870 thousand as at
the beginning of the year.

3.5. Ratio analysis

Selected financial ratios of the Atende Group 2017 2016 2015 2014
Return on sales of products, goods and materials
: P -9 27.3% 32.9% 24.1% 26.7%
(profit or loss on sales/sales revenue)*100
ROE +return on equity o 0 0 o
(net profit or loss/average balance of equity)*100 16.3% 13.6% 13.3% 12.1%
Overall deb tratio
0, 0, 0, 0,
(total liabilities/total assets)*100 e 57.6% 64.6% 57.6%
Current ratio
(current assets/short  -term liabilities) = 13 12 12
Return on sales of products, goods and materials
In 2017, the ratio of return on sales of products, goods and mate rials reached 27.3%, which represents a decrease by 5.6 p.p.
as compared to 2016, when the ratio of return on sales of products, goods and materials amounted to 32.9%. This year -on-
year decrease in this ratio is a result of higher sales of projects with a significant share of equipment supplies, characterised by

lower profitability, which increased from PLN 85,060 thousand in 2016 to PLN 156,141 thousand in 2017.
Return on equity + ROE

,Q WKH UHWXUQ RQ WKH &DSLWDO ‘td BXGIN wHd Xh WpreBeRtR ahQ Whcrease as compared to 2016 and
2015, when the return ratios amounted to 13.6% and 13.3% respectively. The return ratio lies within the optimal requirements.

Overall debt ratio

In 2017, this ratio amounted to 73.1% and increased by 15.5 p. p. as compared to 2016, when it amounted to 57.6%. The value

of this ratio fluctuates considerably during the year, which is related to the seasonal nature of the ICT system integration

operations in Atende. Among the Group companies, virtually only the pa rent company and one subsidiary use external financing

+ primarily for the purposes of implementing sales projects. The value of the overall debt ratio lies within the range of optim al
YDOXHV WKDW HQVXUH VPRRWK ILQDQFLQJ RI WKH &DSLWDO *URXSYV RSHUDWLRQV

Current ratio

The current ratio reached 1.1 in 2017 which represents a slight decrease as compared to the previous year, when it amounted
to 1.3. This ratio lies within the optimal range which means that the Capital Group companies manage their financial | iquidity in
an optimal manner.

3.6. Assessment of financial resources and financial risk management

7KH *URXSTV SULQFLSDO ILQDQFLDO LQVWUXPHQWY FRPSULVH EDQN FUHGLWYV ORDQV ILQDQFH
short -term deposits. The main purpo VH RI WKHVH ILQDQFLDO LQVWUXPHQWY LV WR UDLVH ILQDQFH IRU WKH
also uses other financial instruments, including trade receivables and liabilities, which arise directly in the course of its

operations.

The Group also carries out transactions involving derivatives, primarily forward contracts. The purpose of these transactions is
WR PDQDJH WKH FXUUHQF\ ULVN DULVLQJ LQ WKH FRXUVH RI WKH *URXSTV DFWLYLWURXQESIVURP W
policy that no tradin g in financial instruments shall be undertaken.
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7KH PDLQ ULVNV DULVLQJ IURP WKH *URXSTV ILQDQFLDO LQVWUXPHQWY DUH LQW Hddiedtv UDWH UL
risk. The Management Board reviews and agrees on the policies for managin g each of these risks. The policies are discussed in

Note 34 to the consolidated financial statements of the Atende Group for 2017. The Group also monitors the market price risk

arising from all financial instruments.

In the opinion of the Management Boar G WKH *URXSTV ILQDQFLDO UHVRXUFHY DQG ILQDQFLDO ULVN PDQDJH
ensures timely meeting of payment obligations.

1R WKUHDWV WR WKH *URXSfV OLTXLGLW\ KDYH EHHQ LGHQWLILHG
3.7. Fulfilment of performance forecasts

The Company did not publi  sh forecasts for 2017.
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4. Financial standing of Atende

4.1. Income statement

,Q WKH RSLQLRQ RI $WHQGHTV ODQDJHPHQW %RDUG WKH VHSDUDWH UHVXOWYV DFKLHYHG LQ
increased by 36% as compared to the corresponding period of the p revious year and amounted to PLN 233,724 thousand. The

increase in sales revenue is mainly attributable to customers from the public sector (increase by PLN 40,778 thousand) and

from the telecommunications and media sectors (increase by PLN 13,410 thousand ).

In 2017, the Company earned a gross profit on sales of PLN 46,429 thousand, which means an increase of 6% y/y. Gross profit
margin on sales was lower than in the previous year (19.9% in 2017 as compared to 25.4% in 2016), which was caused by a
higher sh are of equipment in sales. General and administrative costs in 2017 were maintained at the 2016 level. However, the
result on other operating activities was lower by PLN 3,059 thousand than in the previous year and had a negative impact on
the operating pr  ofit (decrease by 3% y/y to PLN 9,994 thousand). Owing to a better result on financial activities in 2017, gross
and net profits increased by 1% yl/y (to PLN 9,264 thousand) and 4% yly (to PLN 7,570 thousand), respectively.

Very good results in 2017 were ac hieved mainly in the fourth quarter of the reporting year. Sales revenue in the last quarter of

the year amounted to PLN 120,130 thousand, which means that it increased by 122% y/y and accounted for over a half of the
&RPSDQ\TV VHSDUDWH UHY H @ ¢gtobs lp@fit on saléKearned in the fourth quarter of 2017, higher by 66% y/y (PLN
24,330 thousand) translated into an increase + as compared with the previous year + in operating profit (by 179% to PLN
14,034 thousand), gross profit (by 168% to PLN 12,3 85 thousand) and net profit (by 170% to PLN 9,951 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

integration.

o Change 4t 4 Chan?he 2
if;igf%_fzam'al G 2017 2016 2017(/5201 quarter of quarter of qu: T
2017 2016 yly

Sales revenue 233,724 172,460 36% 120,130 54,048 122%
Costs of sales 187,295 128,635 46% 95,800 39,366 143%
Gross profit (loss) on sales 46,429 43,825 6% 24,330 14,682 66%
Other operating income 1,029 2,152 (52)% 575 713 (19)%
General and administrative costs 34,737 34,853 0% 8,539 10,044 (15)%
Other operating expenses 2,727 791 245% 2,332 326 615%
Operating profit (loss) 9,994 10,333 (3)% 14,034 5,025 179%
Financial income 1,346 631 113% (210) 286 (173)%
Financial expenses 2,076 1,791 16% 1,439 691 108%
EBITDA 13,820 14,578 5)% 14,980 6,180 142%
Profit (loss) before tax 9,264 9,173 1% 12,385 4,621 168%
Income tax 1,694 1,870 (9)% 2,434 931 161%
Net profi t (loss) 2 7,570 7,303 4% 9,951 3,690 170%

2 Net profit is the same as net profit from continuing operations.

Gross profit evolution

The Company's gross profit in 2017 was at a level similar to that of the previous year. It was positively affected by the increase

of gross profit on sales by PLN 2,604 thousand in relation to 2016. Gross margin on sales decreased from 25.4% in 2016 to

19.9% in 2017 as a result of higher sales of projects with a significant share of equipment supplies. In 2016, sales of goods and

materials characterised by higher profitability increased from PLN 85,060 thousand in 2016 to PLN 147,521 thousand in 2017.

In 2017, the result on other operating activities (difference between other operating revenue and operating expenses) was

lowe r than in 2016 by PLN 3,059 thousand (PLN -1,698 thousand vs PLN 1,361 thousand). This difference results from the year -
on-year increase in other operating expenses resulting primarily from a fine charged due to delays in contract performance (PLN

1,826 th ousand), and lower other operating revenues related to the release of provisions (by PLN 1,492 thousand).
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Unconsolidated gross profit evolution

In the reported period, general and administrative costs decreased by PLN 116 thousand as compared to 2016 (PLN 34,737
thousand vs PLN 34,853 thousand).

The result on financing activities, which amounted to PLN -730 thousand in 201 7 and to PLN -1,160 in 2016, had a positive
impact on the gross profit in 2017. The year -on-year increase in financial revenue by PLN 715 thousand in 2017 resulted
primarily from dividends received by Atende from subsidiaries (PLN 1,000 thousand vs PLN O i n the previous year), partially
offset by financial instrument valuation (PLN 0 in 2017 vs PLN 251 thousand in 2016). An increase in financial expenses by PL

285 thousand results primarily from financial instrument valuation offset by a decline in exchang e differences.

4.1. Atypical factors and events affecting the performance
None.
4.2. Statement of financial position

As at December 31 ', 2017, total assets of the Company amounted to PLN 261,883 thousand which represents an increase by

79% yly as compared to the ba lance as at December 31 %, 2016, when total assets amounted to PLN 145,974 thousand.

ASSETS 31.12.2017 % 31.12.2016 %

Non -current assets 72,193 28% 62,757 43%
Tangible fixed assets 18,655 7% 18,645 13%
Intangible assets 5,487 2% 5,760 4%
Investmentsi n subordinated entities 22,095 8% 21,735 15%
Financial assets available for sale 80 0% 80 0%
Other financial assets 740 0% - 0%
Deferred income tax assets 2,295 1% 1,543 1%
Assets from contracts with customers 1,321 1% 3,466 2%
Other non -current asset s 21,520 8% 11,528 8%

Current assets 189,690 72% 83,217 57%
Inventories 9,914 4% 7,368 5%
Assets from contracts with customers 7,998 3% 3,128 2%
Trade receivables 71,078 27% 53,086 36%
Other receivables 219 0% 513 0%
Other financial assets 277 0% - 0%
Prepayments 19,667 8% 9,212 6%
Cash and cash equivalents 80,537 31% 9,910 7%

TOTAL ASSETS 261,883 100% 145,974 100%
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As at December 31 WKH &RPSDQ \fifre@tR$3ets amounted to PLN 72,193 thousand, as compared to PLN 62,757
thousand as a t December 31, 2016. They accounted for, respectively, 28% and 43% total assets.

As at December 31 WKH &RPSDQ\fV FXUUHQW DVVHWVY DPRXQWHG WR 3/1 WKRXVDQG DV F
thousand as at December 31 st 2016. They accounted for, r espectively, 72% and 57% total assets. The increase in current
assets in the reporting year resulted mostly from the higher balance of cash and cash equivalents at the end of 2017 (increas e
by PLN 70,627 thousand), which was due to the receipt of payments from customers at the end of 2017, related to the
performance of significant contracts in the fourth quarter of 2017. For the same reason, trade receivables and prepayments
were also higher than in the previous year (by PLN 17,992 thousand and PLN 10,455 t housand, respectively).
EQUITY AND LIABILITIES 31.12.2017 % 31.12.2016 %

Equity 58,512 22% 58,210 40%
Share capital 7,269 3% 7,269 5%
Supplementary capital from share premium 14,753 6% 14,753 10%
Other capital 30,552 12% 30,517 21%
Retained earnings (1,632) (1)% (1,632) (1)%
Financial result for the current period 7,570 3% 7,303 5%

Long -term liabilities 27,797 11% 21,179 15%
Credits and loans 3,002 1% 6,030 4%
Other financial liabilities 1,954 1% 470 0%
Provision for pensions and similar benefits 684 0% 612 0%
Other long -term liabilities 22 0% 5 0%
Liabilities from contracts with customers 22,135 8% 14,062 10%

Short -term liabilities 175,574 67% 66,585 46%
Credits and loans 4,775 2% 4,209 3%
Other financial liabilities 2,550 1% 494 0%
Liabili ties from contracts with customers 22,664 9% 14,092 10%
Trade liabilities 119,520 46% 30,282 21%
Provision for pensions and similar benefits 97 0% 50 0%
Current income tax liabilities 2,445 1% 298 0%
Other liabilities 23,498 9% 13,489 9%
Deferred inco me 25 0% 3,671 3%

TOTAL EQUITY AND LIABILITIES 261,883 100% 145,974 100%

$V DW WKH HQG RI WKH $WHQGHYV HTXLW\ DPRXQWHG WR 3/1 WKRXYPLQ G82D0QG DV DW
thousand. It accounted for, respectively, 22% and 40% of tota | equity and liabilities of the Company.

As at December 31 WKH &RPSD Q \famaiditiés amounted to PLN 27,797 thousand, as compared to PLN 21,179

thousand in the previous year (increase by PLN 6,618 thousand), representing trespectively + DQG RI WKH &RPSDQ\TV
equity and liabilities. The following changes took place within long -term liabilities in 2017: liabilities from contracts with

customers increased by PLN 8,073 thousand, other financial liabilities increased by PLN 1,484 thous and, whereas credits and

loans decreased by PLN 3,028 thousand. In 2017, other components of long -term liabilities were at a level similar to the one

recorded in the previous year.

As at December 31 WKH &RPSDQ\f-Yer KaRiliti?¢ amounted to PLN 175,574 thousand, as compared to PLN
66,585 thousand in the previous year (increase by PLN 108,989 thousand), representing +respectively  +67% and 46% of the
&RPSDQ\TV HTXLW\ DQG OLDELOLWL H\ernYliabllitleQifr 2OHMrasHtsn@ai V K RIYWEm the increase in trade liabilities
by PLN 89,238 thousand, in other liabilities (especially VAT and accruals) by PLN 10,009 thousand and in liabilities from

contracts with customers by PLN 8,572 thousand. In 2017, deferred income declined by PLN 3, 646 thousand. Changes in other
items of short -term liabilities were relatively insignificant.
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4.3. Cash flow statement

In 2017, the Company recorded positive cash flows from operating activities in the amount of PLN 82,628 thousand, as
compared to negative cash flows of PLN -35,904 thousand in the previous year. Positive cash flows result primarily from a
decrease in receivables by PLN 20,498 thousand and an increase in liabilities and provisions by PLN 113,075 thousand.

In 2017 and 2016, cash flows from investi ng activities were negative and amounted to, respectively, PLN - 2,668 thousand and
PLN -1,792 thousand. In 2017, inflows from investing activities were higher than in the previous year, primarily due to the

receipt of dividends from subsidiaries in the amo unt of PLN 1,000 thousand, whereas in 2016 there were no such inflows. Higher
investment expenses in 2017 were related to the purchase of intangible assets and tangible fixed assets (increase by PLN 1,68 1
thousand yly).

In 2017, cash flows from financing a ctivities amounted to PLN -9,333 thousand, as compared to PLN -808 thousand in the
previous year. Lower inflows from financing activities resulted primarily from credits and loans which were lower by PLN 6,51 7
thousand than in 2016 and from inflows from fi nancing the assignment of claims (PLN 2,414 thousand vs PLN 0 in 2016). In

turn, the increase in financial outflows in 2017 resulted from higher amount of repayment of credits and loans (PLN 4,350

thousand vs PLN 1,695 thousand in 2016) and higher dividend paid in 2017 (PLN 7,268 thousand vs PLN 6,542 thousand in

2016).

As a result of the above changes, in 2017 the Company generated net cash flows of PLN 70,627 thousand
(PLN -38,504 thousand in 2016), owing to which the year -end balance of cash was PLN 80, 537 thousand, as compared to PLN
9,910 thousand as at the beginning of the year.

4.4. Ratio analysis

Selected financial ratios of Atende 2017 2016 2015 2014
Return on sales of products, goods and materials 19.9% 25.4 % 18.4% 21.1%
(profit or loss on sales/sales revenue)*100
ROE zreturn on equity @ o 0 0,
(net profit or loss/average balance of equity)*100 12.9% 12.5% 15.6% 9.6%
Overall debt ratio
0, 0, 0, 0,
(total liabilities/total assets)*100 17.1% 60.1% 67.3% 63.7%
rrent rati
Current ratio 1.1 1.2 1.1 11

(current assets/short  -term liabilities)

Return on sales of products, goods and materials

In 2017, the ratio of return on sales of products, goods and materials reached 19.9%, which represents a decrease by 5.5 p.p.

as compared to 2016, when the ratio of return on sales of products, goo ds and materials amounted to 25.4%. This year -on-
year decrease in this ratio is a result of higher sales of projects with a significant share of equipment supplies, character ised by
lower profitability, which increased from PLN 85,060 thousand in 2016 to P LN 147,521 thousand in 2017.

Return on equity + ROE

,Q WKH UHWXUQ RQ $WHQGHTV HTXLW\ UHDFKHG DV FRPSDUHG WR LQ WKH SUHYLRX\
the optimal requirements.

Overall debt ratio

In 2017, this ratio amounted to 7 7.7% and increased by 17.6 p.p. as compared to 2016, when it amounted to 60.1%. The value

of this ratio fluctuates considerably during the year, which is related to the seasonal nature of the ICT system integration

operations. Atende uses external financin g *primarily for the purposes of implementing sales projects. The value of the overall

GHEW UDWLR OLHV ZLWKLQ WKH UDQJH RI RSWLPDO YDOXHV WKDW HQVXUH VPRRWK ILQDQFLQJ RI

Current ratio

The current ratio reached 1.1 in 2017 which represents a slight increase as compared to the previous year, when it amounted to
1.2. This ratio lies within the optimal range which means that the Company manages its financial liquidity in an optimal mann er.
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4.5. Assessment of financial resources and financ ial risk management

7KH &RPSDQ\fV SULQFLSDO ILQDQFLDO LQVWUXPHQWY FRPSULVH EDQN FUHGLWY ORDQV ILQDQ
and shot -WHUP GHSRVLWYV 7KH PDLQ SXUSRVH RI WKHVH ILQDQFLDO LQVWUXPHQ#atiend. VheVR UDLVH
Company also uses other financial instruments, including trade receivables and liabilities, which arise directly in the cours e ofits

operations.

The Company also carries out transactions involving derivatives, primarily forward contracts. The purpose of these transactions
LV WR PDQDJH WKH FXUUHQF\ ULVN DULVLQJ LQ WKH FRXUVH RI WKH &RPSDQ\TV DFWth& LW\ DQG

&RPSDQ\YV SROLF\ WKDW QR WUDGLQJ LQ ILQDQFLDO LQVWUXPHQWY VKDOO EH XQGHUWDNHQ

The mainrisksar LVLQJ IURP WKH &RPSDQ\TV ILQDQFLDO LQVWUXPHQWY DUH LQWHUHVW UDWH ULVN
credit risk. The Management Board reviews and agrees on the policies for managing each of these risks. The policies are
discussed in Note 33to  the separate financial statements of Atende S.A. for 2017. The Company also monitors the market price

risk arising from all financial instruments.

,Q WKH RSLQLRQ RI WKH 0DQDJHPHQW %RDUG WKH &RPSDQ\YfV ILQDQFLDO U ke¢gRiXafféctivé DQG ILQD((

and ensures timely meeting of payment obligations.

1R WKUHDWV WR WKH &RPSDQ\TV OLTXLGLW\ KDYH EHHQ LGHQWLILHG

4.6. Fulfilment of performance forecasts

The Company did not publish forecasts for 2017.

40
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5. Growth prospects

5.1. Strategy and directions of development

In the first quarter of 2017, the Company adopted a new Development Strategy for the Atende Group for the years 2018 -2019.

,Q DFFRUGDQFH ZLWK WKH VWUDWHJ\ WKH ,VVXHU SODQV WR FRQWLQXH LWV GHYHG@HRBPHQW LQ |
and mission, at the same time respecting such permanent values as: technological advantage, the highest quality, business

ethics and passion. The new strategy is a strategy for development, rapid growth, gaining new positions + especially due to a

wider range of services, innovative software and the use of the Group's technological advantages + as well as for entering

foreign markets. The strategic objectives are to:

Maintain and develop key areas of expertise

Atende is and intends to remain a lea ding integrator in areas where it has developed unique competences. Owing to them, the

Company does not have to compete with price for low -margin contracts, but is able to focus on providing solutions with high

added value for customers. Atende will contin ue to specialise in comprehensive integration projects of the highest technological
complexity for, among others, the demanding mobile telecommunications sector +in the area of the packet network core +and
the defence sector  *in the area of convergenti  nfrastructure integration, combining server, network and storage functionality in

a single IT system, as well as in the implementation of cyber security solutions, outsourcing and Managed Services.

The Atende Group companies are focused on servicing spec ific market sectors (e.g. medical sector, local government sector,

energy sector, Internet media sector) and on sales of specialist products and services (e.g. Big Data analysis, security syst ems,
design of integrated circuits, operating system for devices dedicated to the Internet of Things). In the face of strong
competition, they will continue to invest in the development of their products, relying primarily on their in -depth expertise. The
subsidiaries' products comprise mainly software and services bas ed thereon, which are often provided in the subscription model.

Shift the offering towards subscription services

The global trend of increasing demand for a variety of IT support functions delivered in the form of services means that

customers have recogn ised the benefits of concentration and specialisation. Therefore, Atende will dynamically develop support

and maintenance services and develop new permanent services. The subsidiaries will pursue further growth of sales of their ow n
services and products i n the subscription model, assigning priority to sales of these services. From the point of view of Atende

and the Group companies, sales of subscription services provide the comfort of revenue predictability. The risk of customer

churn is reduced through ¢ ontinuous improvement in customer service and offerings.

Develop proprietary software based on new technologies

The added value in infrastructure is systematically declining. On the other hand, the provision of many services requires

innovative software s olutions. Therefore, over the next two years we intend to significantly increase the share of sales of

proprietary software and services based on this software in the Group's total revenue and margins. Most of the subsidiaries a re
already generating a larg e part of their financial results from this source and intend to expand their offering in the coming

years. The share of software in the parent company is currently relatively low. Talks with customers reassure us that

investments undertaken and planned in this area are necessary and can bring about a significant effect in a relatively short
period of time. For this reason, the Innovation and Development Department was established in Atende in early 2018 to develop
products based on, among other things, tec hnologies using distributed registers, also known as Blockchain, Atrtificial Intelligence

(Al), including machine learning, and predictive models.

Export products and services with global potential

The domestic market will remain the main area of the Atend e Group's operations in the coming years, however, the Group's
unique products provide a basis for expanding its operations to foreign markets. The Management Board of Atende recognises
that there is great export potential for the Group's products, which h ave proven their worth on the Polish market, mainly as
regards:

(] software solutions and comprehensive infrastructure for smart grids,

(] design of Software Defined Smart Meters based on a proprietary real -time operating system Phoenix RTOS,

(] solutions using the  real -time operating system Phoenix RTOS in the Internet of Things devices,

(] a platform for multimedia content distribution for media and telecommunications companies who plan to launch

Internet TV services,

(o] export of specialist services related to the deve lopment of the core of mobile packet networks for telecommunications
operators.
New service quality monitoring products and innovative blockchain and artificial intelligence software have also been develop ed
from the very beginning to exploit their export potential.
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The Management Board of Atende intends to implement the Strategy for 2018 -2019 combining, in a balanced manner, a stable
dividend policy with rational financing of initiatives aimed at increasing the Company's value. It intends to finance devel opment
mainly from own resources, but allows for the possibility of obtaining external financing in the case of investments exceedin g

the capacity of financing with own funds.

7KH $WHQGH *URXS{TV GHYHORSPH Q1Y ig/avdianlelak\ lRt@://atende.DI/DI/O -firmie/strategia |

5.2. Strategy implementation in 2017

In accordance with its Development strategy for the years 2016 -2017, in 2017 the Atende Group undertook active efforts aimed
at utilising its potential and market opportunities to ensure more dynamic growth. Improved market situation as compared to

the previous year, a higher number of tenders utilising funds from the new EU financial perspective, especially in the local
government sector, and the stable position of the Group's companies on the telecommunications market, contributed to the
achievement of a satisfactory financial performance.

We consider that the strategy for 2016 -2017 has been well implemented and that its main objectives ha ve been achieved. The
Group has managed to maintain its leading position in the most important market sectors in its main areas of expertise, while
expanding into new business areas.

In sectoral terms, the Group managed to expand its sales in 2017 to mobil e telecommunications operators, where we use the

PRVW DGYDQFHG WHFKQLFDO VROXWLRQV DQG XQLTXH FRPSHWHQFLHV ,Q UHYHQXH
customers, i.e. mobile operators, amounted to PLN 49 million which represents an increase by 17% yly. On the other hand, as

regards sales of multimedia content distribution services provided by Atende Software, the leading position in Poland was

maintained and activities aimed at foreign expansion were carried out. Atende was active in the strate gically important defence

sector, in the area of convergent infrastructure and solutions dedicated to improving the IT security of the State, which res ulted

in, among others, the largest contract with the Ministry of National Defence in 2017, with a gross value of PLN 61.3 million.

As in the previous year, the sector of electricity distributors, i.e. enterprises whose dominating shareholder is the State

Treasury, has not provided enough orders to ensure growth of the market of smart solutions for power engi neering, which is
important for the Group. However, this situation motivated the Group companies to look for sales opportunities outside Poland ,
which resulted in contracts signed in Russia and Kazakhstan and the participation in tenders pending on some EU markets.

Nevertheless, the energy sector remains an important market area for the Issuer, to which the Group dedicates a consistent,

broad range of products, taking full advantage of the synergy generated by the Group's companies. The significance of this

market sector for the Group is further confirmed by the establishment of a new company, A2 Customer Care, at the end of

20186, offering business consulting services and implementation of new solutions in the area of customer service and support f or
electro -mobility development.

An important aspect of the Development strategy for the years 2016 -2017 was the strengthening of cooperation with
subsidiaries. In 2017, Atende continued its operational activities to intensify this cooperation and to stimulate the i ncubation of
common business ideas. The combined resources, competence and experience of the Group's companies enabled the conclusion

of new contracts in the health and telecommunications markets.

The Group companies also managed to continue the developmen t of innovative solutions and the development work of recent

years has brought tangible results in the form of new products and services, ready to be introduced in the coming years, both to
the Polish market and to foreign markets. The Group companies have already achieved their first successes in this field,
concluding direct agreements with foreign companies (e.g. from Austria, Russia and Kazakhstan) or with Polish companies

exporting to foreign markets. This process, however, requires greater effort and will be continued in the coming years,
remaining one of the Group's strategic objectives.

The development of subscription services that generate predictable, high -margin revenue was continued both in Atende S.A.

and in the Capital Group companies. However, the total margin on sales of subscription services in 2017 was comparable to the

margin earned in the previous year. The Issuer is not fully satisfied with the level of sales of cloud computing services, re sulting
from the slower pace of adaptation of the se solutions on the Polish market compared to Western European or American

IURP

PDUNHWYV $WHQGHYV JRDO IRU WKH FRPLQJ \HDUV LV WR LQFUHDVH WKH JURZWK G\Qa#®LFV RI VD

in total sales of the Group.

In 2017, the Group cont  inued to develop its proprietary software competence. Atende strengthened the Software Development

Department to ensure further development of its proprietary software and established foundations for the development of new

products based on modern technolo gies, such as blockchain or artificial intelligence. Using the funds obtained from NCBIR,

Atende Software commenced the development of a system for managing energy efficiency in energy clusters. Phoenix System,

also using funds provided by NCBiR and own re sources, has started to develop another, third version of its main product, real -
time operating system + Phoenix -RTOS. The new member of the Group, A2 Customer Care, has developed a system for
managing electric car charging stations. The remaining companie s continued to develop and modernise their core products. At

the moment, the Atende Group employs more than 100 highly qualified software developers and architects.
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In conclusion, the strong financial standing of Atende allowed for an investment in the exp ansion of the Group by a new entity,
as well as for the development of many new products within the organisation. At the end of 2017, Atende is a rapidly growing
group of nine companies, with numerous advantages thanks to which it consolidates its position in the competitive ICT market.

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 upco ming
quarters:
o WKH SDFH RI 3BRODQGYfVY HFRQRPLF GHYHORSPHQW
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 entit ies;
development of new technologies;
increased awareness of needs in the scope of IT;
improvement in economic situation abroad;
availability of bank loans;
demand of the SME sector for advanced IT tools.

O O0OO0OO0OO0OO0OO0OO0OO0o

Internal factors important for the development of the Atende Group companies include:
(o] the maximum use of the synergy effect between companies comprising the Group: Atende, Atende Software, Atende
Medica, Sputnik Software, Phoenix Systems, OmniChip, TrustIT, Energy Data Lab and A2 Customer Care;
dynamic in crease in revenue from the services segment, including from the permanent (subscription) services
segment;
obtaining the highest partnership status in the largest hardware and software manufacturers;
expansion and strengthening of the customer base;
improv ement of sales operations;
the level of diversification of trading partners.

o

O o0ooo

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

7KH &RPSDQ\YfYVY ODQDJHPHQW %RDUG EHOLHYHV WKDW WKH JURZWK SURVSHFWV IRU WKH $WHQGF

strategy, the Group companies will intensify development of their services 2 especially in terms o f subscription services 2
which have a major impact on the stabilisation of the financial situation of the Issuer and the Capital Group, and will also seek
to increase sales of software, innovative technical solutions and high -margin services.

5.4. Abilitytof ulfil 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 development 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.

In 2018, the investment policy will be continued and financed from own resources. In addition, where needed, the Group
companies will use externa | financing.
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6. $SWHQGH 6 $ 1V VKDUHYV

6.1. Share prices

As of May 28 " WKH &RPSDQ\fV VKDUHV KDYH EHHQ OLVWHG RQ WKH PDLQ PDUNHW RI WKH :D
FRQWLQXRXV WUDGLQJ V\VWHP 2YHU WKH \HDU WKH SULFH RFfré¢hWPHNQ3ZB §svatth Brd B\ 20160 FUHDVHG E\
WR 3/1 DV DW WKH HQG RI $W WKH HQG RI WKH &RPSDQ\JV FDSLWDOLVDWLRQ DPRXC
same period, the WIG index increased by 23% and the IT companies index, WIG -INFO, decreased by 5%. Taking into account

WKH GLYLGHQG SDLG LQ DPRXQWLQJ WR 3/1 SHU VKDUH WKH WRWDO DQQXDO UDWH RI UH
to 13%.

2015 + $WHQGHYV VKDUH SULFH FKDUW

6.2. Shareholders

Notices provided in accordance with Article 69 of the Act of July 29 ™, 2005 on public offer (...) reveal that the following
VKDUHKROGHUV KDYH DW OHDVW Rl WKH WRWDO QXPEHU RI YRWHVY DW WKH &RPSDQ\TV JHQHUD!

1 Share in the number of votes

LIS Bl SIS at the General Meeting

1
Roman Szwed together with the related entity Spinoza

0,
Investments Sp. z 0.0. S.K.A. 2 11,956,958 32.90%
Nationale -Nederlanden 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 2017. The structure and ownership of shares did not change in 2017 and in 2018 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
&RPSDQ\YV \#pidalddrresponds to the percentage share in the number of votes at the General Meeting.
% Spinoza Investments Sp. z 0.0. S.K.A. is an entity controlled in 100%, directly and indirectly (through Spinoza Fun GXV] ,QZHVW\F\MQ\ =DPNQL W\

$NW\ZyZ 1LHSXEOLF]Q\FK E\ 5RPDQ 6]ZHG
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Shareholding structure as at the end of 2017 (shareholders having
more than 5% of the total number of votes at the general meeting of the Issuer).

6.3. Ownership of shares in the Issuer and shares in related entities by managers and
supervisors

The ownership of the Issue Uufv VKDUHV E\ PHPEHUV RI WKH ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUC
RI FKDQJHV FRQVLVWHQW ZLWK WKH ODQDJHPHQW %RDUGTV NQRZOHGJH KDV EHHQ SUHVHQWHG L

Number of Number of
shares presented shares as at the
. . Increases Decreases -
in the previous date of filing
annual report * the report 2
Roman Szwed 2 President of the Management Board 3 11,956,958 - - 11,956,958
,ZRQD % D R Xi®-President of the Management Board 0 - - 0
Jacek Forysiak 2 Vice-President of the Management Board 0 - - 0
6]\PRQ 6W S F¥ie-President of the Management 0 ) ) 0
Board
-DFHN 6]F]HSB \Wdd{President of the Management 0 ) ) 0
Board
Patrycja Buchowicz 2 Chairperson of the Supervisory 0 i ) 0
Board
Marek Dietl 2 Member of the Supervisory Board 4 0 N/A N/A N/A
Jan Madey 2 Member of the Supervisory Board 0 - - 0
OLFKD& 0D U NRManieér of the Supervisory Board 0 - - 0
Maciej Matusiak 2 Member of the Supervisory Board 5 N/A N/A N/A 0
ORQLND OL]LHXDrhiekhNsRa 2 Member of the 0 ) ) 0
Supervisory Board
 According to confirmations obtained on March 21 st 2017.
2 According to confirmations obtained by March 27 2018 .
3 Together with a related entity, Spinoza Investments Sp. 0.0. S.K.A., which is controlled in 100%, directly and indirectly (th rough Spinoza Fundusz
,QZHVW\F\MQ\ =DPNQL W\ $NW\ZyZ 1LHSXEOLF]Q\FK E\ 5RPDQ 6]ZHG
* The term of office of the Member of the Supervisory Board, Marek Dietl, expired on October 23 " 2017, following his resignation.
® Maciej Matusiak was appointed as a member of the Supervisory Board on October 23 " 2017.
The number of shares is equal to the number of votes at the general meeti ng. Percentage share of the aforementioned

VKDUHKROGHUV LQ WKH &RPSDQ\fV VKDUH FDSLWDO FRUUHVSRQGV WR WKH SHUFHQWDJH VKD!
Meeting. The nominal value of 1 share in Atende S.A. is PLN 0.20.

Members of the Management Boa rd 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.

The Vice -3UHVLGHQW Rl WKH ODQDJHPHQW %RDUG RI $WHQ Gé#s @0sshared irPRsQbsidisirySA?] CustomeR O

&DUH VS ] RR 3% &&" ZLWK WKH QRPLQDO YDOXH RI 3/1 HDFK UHSUHVHQWLQJ RlI WKH VK
WKH VKDUHKROGHUVY PHHWLQJ 7KH ,VVXHU KROGV RI VKDUHYV rep@seWKedoWtbsUat thEDSLWDO R
General Shareholders' Meeting of that company.
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6.4. Dividend

7KH $WHQGHTV JRDO LV WR EXLOG VWURQJ UHODWLRQV ZLWK VKDUHKROGHUV WKURXJBE WKH SD\P
dividend recommended each year by the Mana JHPHQW %RDUG GHSHQGV RQ $WHQGHTV ILQDQFLDO VWDQGLQJ
investment needs.

On May 29 ", 2017, the Ordinary General Meeting of the Company adopted a resolution on distribution of profit. Pursuant to the

resolution, the Ordinary General Meet LQJ GHFLGHG WR DOORFDWH WKH DPRXQW RI 3/1 IURP WKH &RF

DPRXQWLQJ WR 3/1 WR WKH SD\PHQW RI GLYLGHQG DQG WKH UHPDLQLQJ SDUW R
2016, amounting to PLN 34,509.56 2 tothe Compa Q\fV VXSSOHPHQWDU\ FDSLWDO 7KLV PHDQV WKDW WKH YDO
share is PLN 0.20. In accordance with the resolution of the Ordinary General Meeting of the Company, the deadline to determin e

the right to dividend was June 28 M 2017. The date of  dividend payment was set for July 14 th 2017. The dividend covered all
36,343,344 shares of the Company.

Dividends paid in the years 2012 2017

6.5. Issue, redemption and repayment of debt securities and equities, including usage of
funds from the issue

There were no such events in 2017.
6.6. Purchase of treasury shares

There were no such events in 2017.
6.7. Employee share incentive plans

Companies of the Atende Group do not have any employee incentive plans.
6.8. Investor relations

ODLQWHQDQFH RI SURIHVVLRQDO UHODWLRQV ZLWK WKH LQYHVWRUVY FRPPXQLW\ LV RQ RI $WHC
goal based on active communicati on, and in particular by ensuring equal access to complete and reliable information. This is
aimed at enabling the interested parties to make a fair assessment of the current standing and prospects of the Atende Group.
In 2017, various tools were used to ¢ ommunicate with investors, analysts and media, such as:
(o] UHVXOW FRQIHUHQFHY DIWHU WKH HQG RI HDFK TXDUWHU GXULQJ ZKLFK PHPEHUV RI WKF
with analysts, fund managers, individual investors and journalists;

(o] conference dedicated to individual investors;

(o] meetings with analysts and investors organised by financial institutions +s0- FDOOHG 3, QYHVWRUTV 'D\V~

(o] individual meetings of the President of the Management Board with analysts and fund managers;

(6] individual meetings of the person i Q FKDUJH RI WKH &RPSDQ\YV LQYHVWRU UHODWLRQV ZLWK DQDO

individual investors.

7KH FRPSDQ\fV ZHEVLWH LV DQ LPSRUWDQW FRPPXQLFDWLRQ WRRO ,QIRUPDWLRQ WKDW LV LP
perspective is posted, on an on -going basis, in the Investor Relation section.
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7. Statement on the application of corporate governance principles

$FFRUGLQJ WR f Rl WKH 5HJXODWLRQ RI WKH 0L QL Vv2600 oRduryénQdd@petibdr inforhitibX D U \
to be published by issuers of securities (consolidated text: Journal of Laws of 2014, item 133, as amended), the Management
Board of Atende S.A. issued a statement on the application of corporate governance principles in Atende S.A. in 2017.

7.1. Set of corporate governance p rinciples to which the Issuer is subject

In 2017, the Company was subject to corporate governance principles adopted on October 13 th 2015, by the Supervisory Board

of the Warsaw Stock Exchange by way of resolution No 26/1413/2015 on the adoption of a new set of corporate governance
SULQFLSOHV XQGHU WKH QDPH 3*RRG 3UDFWLFHV RI :6( /LVWHG &RPSDQLHV " 7KH GRFXPHQW L
the section dedicated to corporate governance of WSE listed companies ( https://www.gpw.pl/dobre - praktyki

7.2. Application of corporate governance principles

The Company has endeavoured, at every stage of its operations, to observe the recommendations and principles concerning the
3*RRG 3UDFWLFHV’™ RI mdsMm2BiG, tReRFdBiany complied with the principles of corporate governance for companies
listed on the Warsaw Stock Exchange, with the exception of 4 specific rules (1.2.1.15., 11.Z.2., V.Z.6., VI.Z.4.):

1.2.1.15. A company should operate a corporate ZHEVLWH DQG SXEOLVK RQ LW « LQIRUPDWLRQ FRQWDLQLC
FRPSDQ\fV GLYHUVLW\ SROLF\ LQ UHODWLRQ WR WKH PDQDJHPHQW RI WKH FRPSDQ\ DQG LWV N
into account such elements of the policy of diversity as gen der, course of education, age, work experience, and indicate the

objectives of the diversity policy applied and the manner of its implementation during the reporting period; if the company h as

not developed and does not implement a diversity policy, it sha Il publish on its website an explanation for such a decision,

Explanation: The company has not developed and does not use a diversity policy. In the opinion of the Issuer, the main criter ia
for selection of members of the Management Board and other key pos ts are their skills, professional attitude and competencies
for a given position.

1.Z.2.  For the members of the management board of the Company to be a member of management boards or supervisory
ERDUGV Rl FRPSDQLHV RXWVLGH WKH &R P Siexhg sonsdntSof theBipediddrydbBard.H T X

Explanation: Internal documents of the Company do not require management board members to obtain the consent of the
supervisory board to the extent specified in the rule.

V.Z.6. Inits internal regulations, the Co mpany determines the criteria and circumstances that can result in a conflict of interest

in the Company, as well as the rules of conduct in the face of a conflict of interest or the possibility of its occurrence. | nternal
regulations of the Company also i nclude the methods for prevention, identification and resolving of conflicts of interest, as well

as rules for excluding a member of the management or supervisory board from processing a case of conflict of interest or at r isk

of conflict of interest.

Expl anation: The Company currently does not have internal regulations defining the criteria and circumstances that can result in

a conflict of interest in the Company, as well as the rules of conduct in the face of conflict of interest or the possibility of
occurrence of such conflict. The Company will review the business practice in this area and consider the possibility of future

implementation of relevant internal regulations.

VI.Z4, 7KH &RPSDQ\TV UHSRUW RQ RSHUDWLRQV SUHVHQWYV olcyUntiBdg &¥le@s® WKH UHPXQHUDWLRQ S

1) general information on the system of remuneration adopted in the Company;

2) information on the conditions and amounts of remuneration of each of the board members, broken down into fixed and
variable components of remuneratio n, indicating the key parameters determining the variable remuneration components
and principles of severance payments and other payments due to termination of employment, mandate or other legal
relationship of similar a nature 2 separately for the Company and each entity within the capital group;

3) information on non - monetary remuneration components available to individual members of the board and key managers;

4) an indication of significant changes which occurred in the remuneration policy in the past y ear, or information about their
absence;

5) assessment of the functioning of the remuneration policy for the implementation of its objectives, in particular for long -
term growth in shareholder value and stability of the Company.

Explanation: The Company do  es not create a report on the remuneration policy because of the risk of use of the data contained
therein by the competition.
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In addition, rules and recommendations No 1.2.1.10., IV.R.3., VI.R.3., VI.Z.2. do not apply to the Company.

1.2.1.10. A company s KRXOG RSHUDWH D FRUSRUDWH ZHEVLWH DQG SXEOLVK iRte toipany hd QDQFLDO ¢
decided to publish them 2 published at least over the last 5 years, along with information about the extent of their
implementation.

Explanation: The company does not publish financial projections.

IV.R.3. Where securities issued by a company are traded in different countries (or in different markets) and in different legal
systems, the company should strive to ensure that corporate events related to the acqui sition of rights by shareholders take
place on the same dates in all the countries where such securities are traded.

Explanation: Securities issued by the Company are traded only in Poland, on a market operated by the Warsaw Stock Exchange.
VI.R.3. Ifthe supervisory board has a remuneration committee, principle 11.Z.7 applies to its operations.
Explanation: There is no remuneration committee within the Supervisory Board of the Company.

VI.Z.2. To tie the remuneration of members of the management board and NH\ PDQDJHUV WR WKH FRter8ib@ihgss ORQJ
DQG ILQDQFLDO JRDOV WKH SHULRG EHWZHHQ WKH DOORFDWLRQ RI RSWLRQV RU RWKHU LQVWU]
incentive scheme and their exercisability should be no less than two years.

ExpODQDWLRQ 2SWLRQV RU RWKHU LQVWUXPHQWY OLQNHG WR VKDUHV RI WKH &RPSDQ\ DUH QRW

7.3. Internal control and risk management systems in the process of preparing financial
statements and consolidated financial statements

The Management Board of Atende S.A. is responsible for the internal control system in the Company and its operating
effectiveness in the process of preparing consolidated financial statements and periodical reports developed and published in
accordance witht he Regulation of the Minister of Finance of February 19 th 2009 on current and periodical information (...).

7KH &RPSDQ\fV LQWHUQDO FRQWURO DQG ULVN PDQDJHPHQW V\VWHPV LQ WKH ILQDQFLDO UHSRU
(o] procedures for determining the princ iples of preparing financial statements within the Company and the Capital Group;
(o] determining the scope of reporting based on International Accounting Standards (IAS) and International Financial
Reporting Standards (IFRS);
(o] annual audits and semi  -annual rev iews of financial statements of the Company and the Capital Group;
(6] procedures for authorising financial statements prior to publication.

The Vice -President of the Management Board in charge of financial matters supervises the process of preparing the Compa Q\1VvV
financial statements and periodical reports from the subject -matter point of view. Organization of work related to the
preparation of financial statements is the responsibility of the Finance Division, reporting directly to the Vice -President of the

Management Board of Atende S.A., responsible for financial matters.

The scope of data disclosed in periodic reports is based on the accounting records of the Company and additional information

provided by organisational units of the Issuer. Companies of the Group provide the required data in the form of consolidation
packages in order to prepare the consolidated financial statements. The scope of disclosed data arises from information
obligations specified by the IAS/IFRS. Monitoring of changes in the IAS/IF RS is conducted on an ongoing basis, in order to

determine the need of updating the scope of reporting.

The annual and half -year individual and consolidated financial statements are independently audited or reviewed by an auditor,
respectively. Results of  the audit and the review are made public. Annual financial statements are approved by the General
Meeting.

There are no revision committees within the Supervisory Board of the Company.
7.4. Atende S.A. shareholders with material blocks of shares

7KH &RPSD Mufeg axé listed on the Warsaw Stock Exchange. At the date of the publication of this report, the share capital
amounts to PLN 7,268,668.80 and is divided into 36,343,344 shares with a nominal value of PLN 0.20 each.

Notices provided in accordance with Art icle 69 of the Act of July 29 ™, 2005 on public offer (...) reveal that the following
VKDUHKROGHUY KDYH DW OHDVW RI WKH WRWDO QXPEHU RI YRWHY DW WKH &RPSDQ\TV JHQHUD
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Roman Szwed together with the related entity Spinoza
2

Number of shares as at the date
of filing the report  *

Share in the number o f votes at
the General Meeting as at the

date of filing the report ~ *

Investments Sp. z 0.0. S.K.A. 11,956,958 32.90%
Nationale -Nederlanden OFE 5,906,601 16.25%
PKO OFE 2,531,407 6.97%
Other 15,948,37 8 43.88%
Total 36,343,344 100%
* According to confirmations obtained by March 27 2018 = this figure is consistent with the number of shares as at the end of 2017. The number

of shares is equal to the number of votes at the general meeting. Percentage

capital corresponds to the percentage share in the number of votes at the General Meeting.
2 Spinoza Investments Sp. z 0.0. S.K.A. is an entity controlled in 100%, directly and indirectly (th

$NW\ZyZ 1LHSXEOLF]JQ\FK E\ 5RPDQ 6]ZHG

VKDUH RI WKH DIRUHPHQWLRQHG VKDUHKROGHUV LQ WKF

URXJK 6SLQRID )XQGXV] ,QZHVW\F\MQ\ =DP N

7.5. Holders of securities which carry special rights of control, with a description of these
rights

Shares issued by the Issuer are ordinary bearer shares. There are no secur
control rights.

ities issued by the Company that carry special

7.6. Restrictions regarding exercising the voting right
No restrictions regarding exercising the voting right exist.

7.7. Restrictions regarding the transfer of ownership rights to securities of the issu er
No restrictions regarding the transfer of ownership rights to securities of the Issuer exist.

7.8. Description of the rules for appointing and dismissing managing persons and their
powers

3XUVXDQW WR WKH $UWLFOHV RI $VVRFLDWLRQ WKisl cénip&s&Datwp\o @\ @henddd B, HnQlWdingotReD U
President and Vice -President or Vice -Presidents, appointed for a joint, 5 -year term of office. The President of the Management
Board shall be appointed by a resolution of the Supervisory Board. Appointmen t, dismissal and determination of the number of
the Management Board members is a responsibility of the Supervisory Board.

obQEDJLQJ SHUVRQVY ULJKWV DUH VSHFLILHG RQ WKH EDVLV RI WKH &RGH RI &RPPHUFLDO &RI
Company and R egulations of the Management Board. These documents are available on the corporate website:
| http://atende.pl/pl/o_firmie/dane i dokumenty spolki | Managing persons in Atende S.A. have no s pecial rights to decide about

the issue or buyout of shares.

79. BULQFLSOHV RI FKDQJLQJ WKH DUWLFOHYV RI DVVRFLDWLRQ RU DJUHHPHQW

The Atrticles of Association do not define the conditions governing changes in the share capital in a more s tringent manner than

WKH SURYLVLRQV RI WKH &RGH RI &RPPHUFLDO &RPSDQLHV 7KH ,VVXHUTV $UWLFOHV RI $VVRFL
result in delaying, deferring or preventing a change in control over the Issuer. The Articles of Association do not contain any

provisions governing the share ownership threshold above which the shareholder is obliged to specify the number of owned

shares. The Articles of Association of the Company are amended according to the rules described in the Code of Comme rcial
&RPSDQLHY 7KH FRQVROLGDWHG WH[W RI WKH &RPSDQ\TV $UWLFOHV Rl $VVRFLDWLRQ FDQ E
http://www.atende.pl/pl/o -firmie/dane _-i-dokumenty -spolki

In 20 17, no amendments were made to the Articles of Association of the Company.

7.10. The functioning of the General Meeting, its basic entitlements, the rights of
shareholders and the manner of exercising these rights and entitlements

The General Meeting of Atende S $ 3*0° LV KHOG DV RUGLQDU\ RU HIWUDRUGLQDU\ LQ DFFRUGDQFH ZLWK
Commercial Companies and the Articles of Association and the rules laid down in the GM Regulations. Full text of the Articles of
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Association and the GM Regula WLRQV FDQ EH IRXQG RQ WKH &RPSDQ\TV ZHE
http://atende.pl/pl/o_firmie/dane_i_dokumenty spolki

1. 7KH *0 LV KHOG DW WKH &RPSDQ\fV UHJLVWHUHG RIILFH RitdryloQth®RepuBlit/df POlln@ RFDWLRQ LQ WKH

2. The agenda is proposed by the body which summons the GM. In the event of matters included in the agenda at the
request of shareholders, to remove such an item from the agenda or abandon it, the GM must pass a resolution upon prior
consent of all requesting shareholders who are present, backed by 75% of votes at the GM.

3. In the event provided for in Article 397 of the Commercial Companies Code, a resolution on the dissolution of the
Company shall require the majority of 3/5 of votes.

4. The business objective of the Company may be changed without redeeming shares of those Shareholders who do not

FRQVHQW WR WKH FKDQJH LQ WKH EXVLQHVV REMHFWLYH SURYLGHG WKDW WKH UHVROXWLRQ
passed by the ma jority of 2/3 (two  -thirds) of votes in the presence of shareholders who represent at least a half of the
share capital.
5. The President of the Supervisory Board or a person indicated by the President opens the GM. If the Chairman of the
Supervisory Board is  not present at the GM or does not indicate the person to open the meeting, the shareholder who
KROGV WKH KLIKHVW SHUFHQWDJH RI VKDUHV LQ WKH &RPSDQ\TV VKDUH FDSLWDO SUHVHQW
shareholder, opens the GM.
6. Apart from ma tters reserved by the provisions of the Commercial Companies Code and the Articles of Association, the
functions of the General Meetings include:
a. creating and dissolving reserve capital and special purpose funds, and defining their purpose;
b. determining the  remuneration for Members of the Company Supervisory Board;
c. adopting the Regulations of the Supervisory Board;
d. adopting the Regulations of the GM.
7. Resolutions of the GM are adopted with absolute majority of votes irrespective of the number of votes repres ented at the
given General Meeting, unless provided otherwise by the Commercial Companies Code or the Articles of Association.

.Q WKH 2UGLQDU\ *HQHUDO OHHWLQJ 32*0° ZDV KHQZm17TFRE conteptoGreBotidh® bf adopted
by the OGM was published in current report No 7/2017 dated May 29 i 2017. Documents concerning the OGM are available on
WKH &RPSDQ\TV Z|HtEV WwWWateDdW.pl/pl/r elacje -inwestorskie/walne _-zgromadzenia/zwz _-29052017

3RZHUV RI $WHQGH 6 $ 1V VKDUHKROGHUY DQG WKH PDQQHU RI H[HUFLVLQJ WKHP DUH VHW RXW |
provisions of the Commercial Companies Code.

7.11. The personnel composition of man agement, supervisory and administrative
bodies of the issuer and any changes thereto during the previous fiscal year, along with
a description of the activities and committees of the said bodies

As at January 1 ', 2017, the Company was managed by the Manag ement Board composed of the following five members:
(o] Roman Szwed 2 President of the Management Board,

,ZR QD % D R X&b-President of the Management Board,

Jacek Forysiak 2 Vice-President of the Management Board,

6]\PRQ 6W S P Vide-President of the Management Board,

-DFHN 6]F]H S B \Xadd{President of the Management Board.

O O0O0o

In 2017, there were no ch anges in composition of the Management Board.

As at December 31 ', 2017, the Company was managed by the Management Board composed of the following five members:
(o] Roman Szwed 2 President of the Management Board,

(o] ,ZRQD % D R ¥&®-President of the Managemen  t Board,
(6] Jacek Forysiak 2 Vice-President of the Management Board,
(o] 6]\PRQ 6W S P Vide-President of the Management Board,
(o] -DFHN 6]F]HS B \Xdd{President of the Management Board.
No changes in the composition of the Management Board took place after the balance sheet date. The five -year term of office of

the current Management Board expires in 2018.

The Supervisory Board supervises the activities of the Company. As at January 1 s, 2017, its composition was as follows:
(] Patrycja Buchowicz 2 Chairperson of the Supervisory Board,

Marek Dietl 2 Member of the Supervisory Board,

Jan Madey 2 Member of the Supervisory Board,

OLFKD& 0D U NRManiér of the Supervisory Board,

(0]
(o]
(o]
(o] ORQLND OL]LH3XDrhielewsRa 2 Member of the Supervisory Board.
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On October 23 ™ WKH 6XSHUYLVRU\ %RDUG RI WKH &RPSDQ\ SXUVXDQW WR SURYLVLRQV RI WKH
$WHQGH 6 $iclg¥of$Adsociation, appointed Maciej Matusiak as a member of the Supervisory Board. The appointment of the

new member of the Supervisory Board occurred after the expiry of the mandate of a member of the Supervisory Board, Marek

Dietl, which occurred upo  n the opening of the meeting of Supervisory Board of the Company on October 23 2017 as a result

of the letter of resignation received on September 26 th 2017 (current report No 14/2017).

As at December 31 ', 2017, the Supervisory Board had the following members:
(o] Patrycja Buchowicz 2 Chairperson of the Supervisory Board,

(o] Jan Madey 2 Member of the Supervisory Board,
(o] OLFKD& 0D U NRManiér of the Supervisory Board,
(o] Maciej Matusiak 2 Member of the Supervisory Board,
(o] ORQLND OL]LH3DrhieléWsRa 2 Member of the Supervisory Board.
No changes in the composition of the Supervisory Board took place after the balance sheet date. The five -year term of office of

the current Supervisory Board expires in 2018.

The rules of operation of the Management Board and of the Supervisory Board are regulated by the provisions of the Code of
Commercial Companies and the Articles of Association, Management Board Regulations and Supervisory Board Regulations. Full

text of the Articles of Association and Regulations can be foun G RQ WKH &RPSDQ\TV |Zt§@ﬂMMMHndB.WpI/o |
firmie/dane -i-dokumenty -spolki

Biographies of members of the Management Board and Supervisory Board are published on the corpo rate website, at
http://www.atende.pl/pl/o -firmie/wladze -spolki | Information on the remuneration of the Management Board and Supervisory

Board members is presented in item

7KH $XGLW &RPPLWWHH ZDV HVWDEOLVKHG ZLWKLQ WKH &RPSDQ\ Y2617 Stt Sipenvisoty\BéaB DUG 2Q 6HS
of Atende S.A. established an Audit Committee in the Company within the meaning of Article 128(1) of the Act of May 11 ™,
RQ 6WDWXWRU\ $XGLWRUV $XGLW )LUPV DQG 3XEOLF 2YHUVLJIJKW WKH 3$XGLW &RPPLWWHH"
members of the Committee:
(o] Patrycja Buchowicz + & KDLUSHUVRQ RI WKH &RPSDQ\fV $XGLW &RPPLWWHH

0] Marek Dietl +Member Rl WKH &RPSDQ\YV $XGLW &RPPLWWHH

] JanMadey + OHPEHU RI WKH &RPSDQ\TV $XGLW &RPPLWWHH

0] OLFKD& ODUNRZWMNEHU RI WKH &RPSDQ\TV $XGLW &RPPLWWHH

0] ORQLND OL]LHBrhieNsRa + OHPEHU RI WKH &RPSDQ\TV $XGLW &RPPLWWHH
Following the resignation of Marek Dietl, on October 23 " 2017, the Supervisory Board supplemented the composition of th e
Audit Committee, by appointing Maciej Matusiak. As at December 31 st 2017, the Audit Committee had the following members:

(] Patrycja Buchowicz + & KDLUSHUVRQ RI WKH &RPSDQ\TV $XGLW &RPPLWWHH

(] JanMadey + OHPEHU RI WKH &RPSDQ\TV $XGLW &RPPLWWHH

(o] OLFKD& OWskiNROHPEHU RI WKH &RPSDQ\TV $XGLW &RPPLWWHH

(] Maciej Matusiak * OHPEHU RI WKH &RPSDQ\TV $XGLW &RPPLWWHH

(] ORQLND OL]LH3BrhielWsRa + OHPEHU Rl WKH &RPSDQ\TV $XGLW &RPPLWWHH

The Audit Committee operates on the basis of binding legal regulations, in cluding the Act of May 11 ™, 2017 on Statutory
Auditors, Audit Firms, and Public Oversight (Journal of Laws of 2017, item 1089) and Regulations of the Supervisory Board of
Atende S.A.

7.12. '"HVFULSWLRQ RI WKH GLYHUVLW\ SROLF\ DSSOLHG WReWKH ,VVXHUTfV D
management and supervisory bodies

The company has not developed and does not use a diversity policy. In the opinion of the Issuer, the main criteria for select ion
of members of the Management Board and other key posts are their skills, professional att itude and competencies for a given
position.

With respect to the WSE recommendation concerning balanced proportion of women and men in management and supervisory
IXQFWLRQV LQ FRPSDQLHV ZH LQIRUP WKDW WZR RI WKH ILYH PH P & dn wemew fEludig M@ DQ\V 6 XSH L
Chairperson of the Supervisory Board). One of the five members of the Management Board is a woman.
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