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HEAT TREATMENT EQUIPMENT

The Management Board of SECO/WARWICK S.A. preséhés Directors’ Report on the Group’s
operations in the period January 1st—-December 22, prepared in accordance with Par. 92 of the
Minister of Finance’s Regulation on current andigmic information to be published by issuers of
securities and conditions for recognition as edeivaof information whose disclosure is required
under the laws of a hon-member state, dated Febii®tih 2009 (Dz.U. of 2009, No. 33, item 259, as
amended).

The consolidated financial statements of the SECARWICK Group (the "Group") were prepared
in accordance with the International Financial Répg Standards (IFRS) endorsed by the EU, and
their scope is compliant with the Minister of Fieais Regulation on current and periodic information
to be published by issuers of securities, dateduzep 19th 2009 (Dz. U. No. 33, item 259, as
amended). The financial statements cover the pedmmulary 1st-December 31st 2012 and the
comparative period January 1st—-December 31st 2011.

The presented financial statements are compliatit @&il the requirements of the International

Financial Reporting Standards endorsed by the Eampnion and give a fair view of the Company’s

financial position and assets as at December 31&2 2nd December 31st 2011, as well as of its
results and cash flows in the years ended Dece8ir2012 and December 31st 2011.

1. Introduction

SECO/WARWICK S.A. (the “Company” or the “Parent”)aw entered in the Register of

Entrepreneurs of the National Court Register orudgn2nd 2007, by virtue of a decision issued by
the District Court of Zielona Gora, VIII CommerciBivision of the National Court Register, under

No. KRS 0000271014.

The Group’s core business consists in manufactufeuo key groups of products: vacuum furnaces,
aluminium heat exchanger brazing systems, aluminheat treatment systems and metallurgy
equipment used for melting and vacuum casting ofal®eand speciality alloys. The Group’s

operations are divided into five business segmeotiesponding to the product groups, i.e. vacuum
furnaces (Vacuum), aluminium heat exchanger bragygiems (Controlled Atmosphere Brazing -
CAB), aluminium heat treatment systems (Aluminunodess), metallurgy equipment used for
melting and vacuum casting of metals and specialibys (Melting Furnaces), and other.

The table below presents the Group’s revenue.
Table: Revenue (PLN '000)

Continuing operations
Item Vacuum Aluminium Meltin Total
Furnaces| "B | Process | '"ema Furnacges Other
Jan 2 Dec St | 123508 38,913 36189 | 62914 | 204,899 30,770 | 497,192
Jan ;6516031 86,661 |28,171 79,426 | 28,494 | 117260| 30,951 | 370,964
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2012 revenue by operating segment

Melting Furnaces
41%

Other
6%

Vacuum Furnaces
25%

CAB
8%

Thermal Aluminium Process
13% 7%

2011 revenue by operating segment

Melting Furnaces
32%

Ost;er Vacuum Furnaces
° 23%
CAB
8%
Thermal Aluminium Process
8% 21%
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2. Organisational and equity links between the Group empanies and other entities;
information on the Group’s key domestic and foreigninvestments (securities,
financial instruments, intangible assets and realstate), including equity investments
outside of the group of related entities; financingf the investments

As at December 31st 2012, the structure of the SEQ@WARWICK Group was as follows:

Method of
Compan Registered Business profile consolidation / Group’s ownership
pany office P accounting for equity interest
interest
Parent
Manufacture of vacuum furnacgs,
SECO/WARWICK Swiebodzin aluminium heat excha_nger brazm'q_A_ NA.
S.A systems and aluminium  hgat
treatment systems
Direct and indirect subsidiaries
SECO/WARWICK | . ; Manufacture of metal heat treatmg o
EUROPE S A. (1) Swiebodzin equipment rIftull 100%
SECO/WARWICK | Meadville Manufacture of metal heat treatmol'l_tu” 100%
Corp. (USA) equipment
Management of holding companigs;
S registration of trademarks and
ngE?e(lja{\\fvvaﬁ;EVlelgTZ) \(/L\jllsn;l;gton patents, and granting licences for yseill 100%
! of the trademarks and patents |by
SECO/WARWICK Corp.
000 Moscow b
SECO/WARWICK - ggggfvt\I/OAanmK Grc())fu 's rodtj:ﬁ Full 100%
Group Moscow (Russia) PSP )
. Trade and services; manufacture| of
Retech Systems LL pUkiah metallurgy equipment used f)Fu” 100%
3) (USA) melting and vacuum casting of metals 0
and specialty alloys
SECO/WARWICK
Retech Thermdl Manufacture of metal heat treatm¢nt
Equipment Tianjin (China) | €guipment Full 90%
Manufacturing
Tianjin Co., Ltd. (4)
Retech Tianijir} . . o
Holdings LLC (5) (USA) Management of holding companies Full 80%
SECO/WARWICK | Mumbai Manufacture of metal heat treatment .. . o 50%
Allied Pvt., Ltd. (6) | (ingia) equipment quity
Intermediation in the sale of furnacegs
manufactured by SECO/WARWICK
S.A. and SECO/WARWICK
SECO/WARWICK | Stuttgart, EUROPE S.A., and provision of
GmbH (7) G technical support to customers in | Full 100%
ermany Germany, Austria, the Netherlands,
Switzerland, Liechtenstein and
Slovenia
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Solnechnogorsk Provision of metal heat treatment
OO0 SCT (8) . services in Russia Full 50%
(Russia)
: Provision of metal heat treatment
SECO/WARWICK | Bedburg-Hau Full 100%

Service GmbH (9)

(Germany)

services in Germany

@ As part of the continued implementation of the @rs strategy, SECO/WARWICK ThermAL S.A. was
renamed as SECO/WARWICK EUROPE S.A. on October 201,

@ SECO/WARWICK of Delaware, Inc is an indirect suhiairy owned through SECO/WARWICK Corp.,
which holds a 100% interest in SECO/WARWICK of Detae, Inc.

® On November 16th 2010, SECO/WARWICK S.A. and Jafke6oltz, a co-owner of Retech Systems LLC
(USA), executed an agreement concerning acquisiiioSECO/WARWICK S.A. of a 50% equity interest in
Retech Systems LLC. As a result of the transac8®@CO/WARWICK S.A. came to hold 100% of the shanes
Retech Systems LLC.

“WSECO/WARWICK Retech Thermal Equipment Manufactufiiignjin Co., Ltd. of China. SECO/WARWICK
Retech is a joint venture of SECO/WARWICK S.A. dRettech Systems LLC. SECO/WARWICK S.A. directly
holds a 50% and indirectly a 40% interest in SECARWICK Retech.

®)Retech Tianjin Holdings LLC is an indirect subsigimwned through Retech Systems LLC of USA, which
holds an 80% interest in Retech Tianjin Holding<CLL

© The shares held by SECO/WARWICK S.A. represent 89%ECO/WARWICK Allied Pvt.’s share capital
and confer the right to 50% of the total vote & tbmpany’s general meeting.

™ In December 2012, SECO/WARWICK S.A. acquired teenaining 49% of shares held by the German
partner. As at the balance-sheet position date, BBARWICK S.A. held 100% of shares in
SECO/WARWICK GmbH.

® 000 SCT (Solnechnogorskiy Centr TermoobrabotkyRaésia was registered on August 17th 2012. The
company’s business consists in the provision ofahfetat treatment services in Russia. SECO/WARWSCK
holds 50% of the shares in the company, while ssRagartner holds the remaining shares.

© On December 4th 2012, SECO/WARWICK Service GmbliGefmany joined the SECO/WARWICK Group.
SECO/WARWICK Service GmbH is an indirect subsidiamyned through SECO/WARWICK GmbH, which
holds a 100% interest in SECO/WARWICK Service GmbH.

Changes in the composition of the SECO/WARWICK Grop in the analysed period

OO0 SCT (Solnechnogorskiy Centr TermoobrabotkylRo$sia was registered on August 17th 2012.
The company’s business consists in the provisionmetal heat treatment services in Russia.
SECO/WARWICK S.A holds 50% of the shares in the pany, while a Russian partner holds the
remaining shares.

As part of continued implementation of the Grougtimtegy, SECO/WARWICK ThermAL S.A. was
renamed as SECO/WARWICK EUROPE S.A. on October 201?.

In December 2012, SECO/WARWICK S.A. acquired thenaimming 49% of SECO/WARWICK
GmbH shares held by the German partner. SECO/WARWECA. holds 100% of shares in
SECO/WARWICK GmbH.

In December 2012, SECO/WARWICK Service GmbH of Gamgnjoined the SECO/WARWICK
Group. SECO/WARWICK Service GmbH is an indirect sdiary owned through
SECO/WARWICK GmbH, which holds a 100% interest BCOD/WARWICK Service GmbH.
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SECO/WARWICK Group’s structure as at December 31s2012:

100% 100% 100% 0% 100%
Y k Y k4 b 4
SECOMARWICK Retech Systems 000 SECOAMARWICK SECOMMARWICK SECOMARWICK SECOMARWICK
EUROPE S.A. LLC (USa) Group (Rosja) Corp. (USA) Allied Pyt Ltd GmbH (Miemcy)
50% B0% 100% 50% 1nn%

SECOMYARWICK Retach N
Thermal Equipment 50% Retech Tianjin SECOMARWICK _ %EE%CGEEA%VHIEHK
Manufacturing Tianjin Haldings LLC Delaware Inc. (U3A) Q00 SCT (Rosja) (Niemcy)
Co., Ltd

Composition of the SECO/WARWICK Group as at the date of release of this Report

After December 31st 2012 and until the releasehid Report, there were no changes in the
composition of the SECO/WARWICK Group.

On January 2nd 2013, an agreement was executéhefalisposal of an organised part of business of
SECO/WARWICK S.A. comprising tangible and intangibassets used in manufacturing and
distribution activities, liabilities related to theanufacturing and distribution activities, and the
Company’s employees involved in the manufacturimg distribution activities, to be effected through
contribution of the organised part of business wubsidiary of the SECO/WARWICK Group, i.e.
SECO/WARWICK EUROPE S.A. (“Subsidiary”) o$wiebodzin, in exchange for shares in the
increased share capital of the Subsidiary.

The transfer of the organised part of business avgmrt of the Group’'s New Growth Strategy
presented in Current Report No. 28/2012. The dedped| allow the Group to consolidate its Polish
operations within a single entity, SECO/WARWICK EORE S.A.

The Parent (SECO/WARWICK S.A)) will focus on theastgic and financial management of the
SECO/WARWICK Group. SECO/WARWICK S.A., acting astholding company, will exercise
corporate supervision and provide strategic managénservices to the subsidiaries of the
SECO/WARWICK Group.

On March 22nd 2013, in Current Report No. 04/201#3 Management Board of SECO/WARWICK
S.A. reported that the Company and shareholdeniiater jointly referred to as the “Selling
Shareholders”) of Seco/Warwick Allied Private Liedtof Maharashtra, India (“SWAPL"), in which
the Company holds a 50% interest, representing 60BWAPL'’s equity and carrying the right to
50% of the total vote at the General Meeting of M/Aentered into a conditional agreement on
purchase by the Company of [27,339] SWAPL sharegresenting 25% of SWAPL'’s equity and
carrying the right to 25% of the total vote at i&eneral Meeting (the “Sale Shares”) (the
“Agreement”). Pursuant to the Agreement, the acdtipisof Sale Shares by the Company depends on
fulfilment - to the Company’s satisfaction - of t@n conditions precedent, listed in the Current
Report. Under the Agreement, the total sellingefiar the Sale Shares is 161,000,000 Indian rupees
(PLN 9,590,609, translated at the mid-exchangeqatdéed by the National Bank of Poland for March
22nd 2013) (the “Selling Price”), and the total lfagl Price is to be paid by the Company in three
instalments, upon fulfilment of conditions precedeneach payment.

On March 25th 2013, in Current Report No. 05/2018 Management Board of Seco/Warwick S.A.
with registered office irswiebodzin, at ul. Sobieskiego 8, (the “Company8&parted that on March
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25th 2013 the conditions precedent were fulfilled purchase of 9,090 Sale Shares and payment of
the first instalment of the Selling Price of 53,2280 Indian rupees (PLN [3,156,996], translatethat
mid-exchange rate quoted by the National Bank d&mbfor March 25th 2013), as defined in the
agreement for purchase of shares in Seco/WarwidledAPrivate Limited of Maharashtra, India
(“SWAPL"), made between the Company and SWAPL dhalders. Following the acquisition of
9,090 Sale Shares, the Company will hold 63,765eshaepresenting 58.3% of the SWAPL's equity
and carrying the right to 58.3% of the total vatéhe General Meeting of SWAPL.

For information on key domestic and foreign investitis (financial instruments, intangible assets and
real estate), see Notes to the annual consolid@edcial statements of the SECO/WARWICK
Group. No equity investments were made outsidgtbep of related entities.

3. Changes in significant management policies at thedhpany and the Group

On January 2nd 2013, an agreement was executéldefalisposal of an organised part of business of
SECO/WARWICK S.A. comprising tangible and intangibhssets used in manufacturing and
distribution activities, liabilities related to thmanufacturing and distribution activities, and the
Company’s employees involved in the manufacturing distribution activities, to be effected through
contribution of the organised part of business wubsidiary of the SECO/WARWICK Group, i.e.
SECO/WARWICK EUROPE S.A. (“Subsidiary”) ofwiebodzin, in exchange for shares in the
increased share capital of the Subsidiary.

The transfer of the organised part of business avgmrt of the Group’'s New Growth Strategy
presented in Current Report No. 28/2012. The dalpedl allow the Group to consolidate its Polish
operations within a single entity, SECO/WARWICK EORE S.A.

The Parent (SECO/WARWICK S.A.) will focus on theasegic and financial management of the
SECO/WARWICK Group. SECO/WARWICK S.A., acting astholding company, will exercise
corporate supervision and provide strategic managénservices to the subsidiaries of the
SECO/WARWICK Group.

4. Amount of remuneration, bonuses and benefits, bené$ under share-based incentive
and bonus schemes, including schemes based on bordth pre-emptive rights,
convertible bonds or subscription warrants, paid, @yable or potentially payable,
presented separately for each member of the managem and supervisory staff at
the SECO/WARWICK Group

MANAGEMENT BOARD

Members of the Management Board receive remunaerdigsed on their respective employment
contracts. Any severance or compensation paymeatgowerned by the Labour Code. The amount of
remuneration payable to the Management Board memmbas defined in resolutions adopted by the
Company’s Supervisory Board on February 1st 20@ril 28th 2008 and January 12th 2012.

Table: Remuneration to members of the Management Bod of SECO/WARWICK S.A. for
2012 (PLN '000)

MANAGEMENT BOARD Remuneration
Pawet Wyrzykowski — President of the Managementr@&oa 1578
(since February 1st 2012) ’
Andrzej Zawistowski — Vice-President of the Managein 80
Board (until May 25th 2012)
Wojciech Modrzyk — Vice-President of the Managentéoard 685
Witold Klinowski — member of the Management Boaudit{l
December 31st 2012) 755
Jozef Olejnik — member of the Management Boardil(unt 483
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December 31st 2012)

Total 3,581

After the end of 2012 and until the date of releafsthis Report, the composition of the Company’s
Management Board was as follows:

Pawet Wyrzykowski — President of the Managementr&oa
Wojciech Modrzyk — Vice-President of the Managen®oard
Jarostaw Talerzak — Vice-President of the Manageeard

Pawet Wyrzykowski was appointed as member of thpe&isory Board of SECO/WARWICK
EUROPE S.A. (a wholly-owned subsidiary of the Compaas of January 1st 2013 by virtue of
Resolution No. 7/2012 of the Extraordinary Geng&takting of SECO/WARWICK EUROPE S.A.

Jozef Olejnik is a member of the Supervisory Baar@ECO/WARWICK EUROPE S.A. (a wholly-
owned subsidiary of the Company).

Witold Klinowski served as a member of the SupemjBoard of SECO/WARWICK EUROPE S.A.
(a wholly-owned subsidiary of the Company). He wasoved from this position as of January 1st
2013 by virtue of Resolution No. 6/2012 of the Bwridinary General Meeting of SECO/WARWICK
EUROPE S.A.

None of the persons specified above receives anyneration for serving on the Supervisory Board
of SECO/WARWICK EUROPE S.A. (subsidiary of SECO/WWRCK S.A.).

SUPERVISORY BOARD

The Supervisory Board members are entitled to nipmémuneration in the amount specified by the
General Meeting, payable on or before the 15thafahe month following the month for which the
remuneration is due. The remuneration covers géeesges related to the performance of duties of a
Supervisory Board member. Supervisory Board memdrersiot entitled to severance payments.

Table: Remuneration to members of the Supervisory 8ard of SECO/WARWICK S.A.
for 2012 (PLN '000)

Name and surname Remuneration
Ar_1drzej Zawistowski — Chairman of the SupervisonaBl 206
(since May 28th 2012)
- for his work as Chairman of the Supervisory Bar 76
- under agreement for advisory services 130*
Henryk Pilarski — Deputy Chairman of the SuperwsBoard 47

Jeffrey BoswelfY — member of the Supervisory Board -

James A.Golt?) — member of the Supervisory Board
(since May 28th 2012)

Piotr Kowalewski — member of the Supervisory Board 33
(until November 28th 2012)

Piotr Kula — member of the Supervisory Board (uB&ptember 1st 2012) P1
Mariusz Czaplicki — member of the Supervisory Board 31
(until November 28th 2012)

Artur Rusiecki- member of the Supervisory Board (until May 1784.2) 10
Zbigniew Rogé — member of the Supervisory Board 4
(since November 28th 2012)

Gutmann Habig — member of the Supervisory Board i
(since November 28th 2012)

Total 352
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* Under a service agreement between SECO/WARWICK. &nd Mr Andrzej Zawistowski, who conducts
business activities under the name UStUGI DORADGCXttlrzej Zawistowski. The agreement of July 2nd
2012 is for the provision of technical and prodidetelopment advisory services.

@ No remuneration is paid by the Company to JefBegwell, but the Company covers all costs relateblis
stay in Poland while performing the duties of membé the Supervisory Board, including costs of lhote
accommodation (board and lodging), as well as coktsavel in the territory of Poland. These are tnly
financial benefits received by Mr Boswell from ti@ompany in respect of his duties. In 2012, the scost
amounted to PLN 3 thousand.

@ No remuneration is paid by the Company to JameSditz, but the Company covers all costs relatetliso
stay in Poland while performing the duties of membé the Supervisory Board, including costs of lhote
accommodation (board and lodging), as well as coktsavel in the territory of Poland. These are tinly
financial benefits received by Mr Goltz from the M@wany for in respect of his duties. In 2012, thetgo
amounted to PLN 1 thousand.

After the end of 2012 and until the date of releafsthis Report, the composition of the Company’s
Supervisory Board was as follows:

Andrzej Zawistowski — Chairman of the SupervisonaBl
Henryk Pilarski — Deputy Chairman of the SuperwsBoard
Jeffrey Boswell — member of the Supervisory Board
James A.Goltz — member of the Supervisory Board
Zbigniew Rogé — member of the Supervisory Board
Gutmann Habig — member of the Supervisory Board
Witold Klinowski — member of the Supervisory Board

Henryk Pilarski was a member of the Supervisory rBoaf SECO/WARWICK EUROPE S.A.
(subsidiary of SECO/WARWICK S.A.) and received reraration for his services, as set forth in a
relevant resolution of the company’'s General Megtifihe resolution does not provide for any
severance payments. In addition, Mr Pilarski is nmrty to any agreement with any
SECO/WARWICK Group company that would contain ampvisions on severance payments.
Henryk Pilarski was removed from his position asJahuary 1st 2013 by virtue of Resolution No.
5/2012 of the Extraordinary General Meeting of SBVARWICK EUROPE S.A.

In 2012, Mr Pilarski received PLN 46 thousand asueeration for serving on the Supervisory Board
of SECO/WARWICK EUROPE S.A.

5. Agreements between the Group companies and its magement staff, providing for
compensation in the event of resignation or removafrom office without a good
reason or following acquisition of SECO/WARWICK S.A by another company

Employment contracts between the companies and th@nagement staff do not provide for any
compensation in the event of resignation or remdnah office. Any severance or compensation
payments are governed by the Labour Code and tipdbogment contracts do not contain any other
specific provisions in this respect. Similarly, tbentracts do not provide for severance payments in
the event of removal from office or termination afontract caused by acquisition of
SECO/WARWICK S.A. by another company.

6. Par value and number of SECO/WARWICK shares and shees in related entities of
the Parent held by the management and supervisonjadf (presented separately for
each person)
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Jan 1 2012 Dec 31 2012
Number of _ % of _ Number of _ % of Total par
SECO/WAR _Ownershlp total Decrease/ing SECO/WAR _Ownershlp total value of
WICK shares| interest (%) vote rease WICK shares| interest (%) vote shares
held held (PLN)

Management Board
Pawet Wyrzykowski - - - - 13,541 0.13%| 0.13%| 2,708
Wojciech Modrzyk 400 0.004%| 0.004% 0 400 0.004%| 0.004% 80
Witold Klinowski 58,100 0.55%]| 0.55% -58,100 0 0 0 0
Jozef Olejnik 58,100 0.55%| 0.55% -58,100 0 0 0 0
Andrzej Zawistowski * 307,100 2.93%| 2.93% -307,100 - - - -
Supervisory Board
Andrzej Zawistowski * - - - - 0 0 0 0
Jeffrey Boswell 229,633 2.19%| 2.19%| -219,857 9,776 0.09%| 0.09% 1,955
Henryk Pilarski 100 0.001%| 0.001% 0 100 0.001%| 0.001% 20
Piotr Kowalewski 0 0 0 0 ) ; ; ;
Piotr Kula 8,500 0.08%| 0.08% - - - - -
Mariusz Czaplicki 0 0 0 0 - - - -
Artur Rusiecki 0 0 0 0 - - - -
Zbigniew Rogé - - - - 0 0 0 0
Gutmann Habig - - - - 0 0 0 0
Commercial proxies . . .
Dorota Subsar 0 0 0 0 0 0 0 0
Total 661 933 6,32%) 6,32%| -643 157 23 817 0,23%| 0,23%| 4763
Iltem Jan 12012 Item Dec 31 2012
Number of shares 10,476,210 Number of shares 10,476,210
Par value per share 0.2 Par value per share 0.2
Share capital 2.095,242.04 Share capital 2.095,242.04

*On May 25th 2012, the SECO/WARWICK Management Bloans notified of a decision of Mr Andrzej Zawist&ki; one of the Company
founders, to resign as Vice-President and Memb&te@SECO/WARWICK Management Board. Mr Andrzej Zstewski has served as

Chairman of the SECO/WARWICK Supervisory Board siivay 28th 2012.
Members of the Management Board and SupervisorydBoaSECO/WARWICK S.A. do not hold
any shares in related entities.

On November 8th 2012, SECO/WARWICK S.A. receivetifivations under Art. 160 of the Act on
Trading in Financial Instruments from two ManagetBoard members and two Supervisory Board
members. Based on the notifications:

Details of the transactions:

1. Sale by a Management Board member of 58,10@starPLN 33.50 per share on November 5th

2012,

2. Sale by a Management Board member of 58,10@&slarPLN 33.50 per share on November 5th

2012,

10
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3. Sale by a Supervisory Board member of 307,1@0eshat PLN 33.50 per share on November 5th
2012;

4. Sale by a Supervisory Board member of 219,8areshat PLN 33.50 per share on November 5th
2012;

The shares were sold on the regulated market (tB&)Wduring its regular trading sessions. See
Current Report No. 30/2012.

7. Agreements (including agreements executed after thealance-sheet date) known to
Group, which may result in changes in the proportios of shares held by the current
shareholders and bondholders

Key terms of the 2012-2016 Incentive Scheme:

1. The person serving as President of the ManageBweard as at the date of the Resolution
(“President of the Management Board) and the key company employees indicated by the
President of the Management Board in consultatidh the Supervisory Board (jointly with the
President of the Management Board - ‘tEkgible Persons”) shall be eligible for participation in
the 2012-2016 Incentive Scheme. With respect tb Edigible Person other than the President of
the Management Board, apratio, referred to in Par. 2.11 below, shall beedained along with
the indication of the person. The list of Eligilffersons shall be prepared by the Supervisory
Board in consultation with the President of the Biggment Board within three months from the
date of the Resolution.

2. The 2012-2016 Incentive Scheme shall includetaup00,000 (five hundred thousand) of
Company Series E sharéSéries E Shares). The President of the Management Board shall be
entitled to acquire up to 250,000 (two hundred fiftyl thousand) Series E Shares, and the other
Eligible Persons shall have the right to acquire thaximum of the remaining 250,000 (two
hundred and fifty thousand) Series E Shares.

3. Under the 2012-2016 Incentive Scheme, Eligildeséhs shall be entitled to acquire Series B
subscription warrants'$eries B Warrants”) free of charge. Series B Warrants shall confer th
right to acquire Series E Shares at their par vaflRLN 0.20 (twenty grosz) per share.

4. One Series B Warrant shall confer the rightaguire one Series E Share.

5. The 2012-2016 Incentive Scheme shall be implésdeloy way of resolutions adopted by the
General Meeting on conditional share capital ineeedy up to PLN 100,000 (one hundred
thousand zioty), through an issue of up to 500(@i©06é hundred thousand) Series E Shares and an
issue of up to 500,000 (five hundred thousand)eSdsi Warrants, with full waiver of the existing
shareholders’ pre-emptive rights to all Series Br&hand Series B Warrants.

6. The 2012-2016 Incentive Scheme is planned terca\period of four years starting from the
date of its approval by the General Meeting. Theation of the 2012-2016 Incentive Scheme
may be extended by the Supervisory Board makireyaglt changes in the Rules of the Incentive
Scheme.

7. The number of Series B Warrants issued to Béd#ersons will depend on:
(i) the price of the Company shares on the Warsaek3¥xchange WWSE”), or

(ii) the selling price of shares, whether sold imecr more transactions (including as part of a
tender offer), conferring the rights to at leas¥@3&hirty-thee per cent) of the total vote at the
General Meeting, by a shareholder or shareholdetsgajointly under a memorandum of
understanding, agreement, arrangement, or as pamyother relationship in fact or in law,
holding in aggregate, directly or indirectly, Compgashares conferring the right to at least 33%
(thirty-thee per cent) of the total vote at the &ah Meeting (Major Shareholder”; the term
may refer to one or more shareholders acting jgintio a third party (other than a Major

11
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Shareholder or a related party of any of the M&joareholders). If the shares are sold by a Major
Shareholder in more than one transaction, themtimeber of Series B Warrants to be issued to
Eligible Persons shall be calculated on the bdsibeoarithmetic mean of the selling prices in all
the transactions, weighted by the number of the oy shares sold in a given transaction.

8. An Eligible Person shall be entitled to acqeries B Warrants a number of times during the
term of the Incentive Scheme, however, not morgueatly than twice in a calendar year. The

limited frequency with which the right to acquirertes B Warrants may be exercised does not
apply when the exercise of the right by an EligiBlerson is based on the sale of the Company
shares by a Major Shareholder.

9. An Eligible Person shall be entitled to acq@ezies B Warrants if:

(i) the average price of the Company shares fraen6tl{six) months immediately preceding the
date of acquiring Series B Warrants by the Eliglégson is at least PLN 35 (thirty-five zioty) per
share, or

(i) a Major Shareholder decides to sell at le&gJthirty-three per cent) of all Company shares
to an entity other than a Major Shareholder olaed party of a Major Shareholder, at a price of
at least PLN 35 (thirty-five ztoty) per share. Aligible Person may acquire Series B Warrants no
sooner than 3 (three) months from the date of yiotifthe Company of his or her intention to
acquire Series B Warrants. The Company shall peotbat Series B Warrants are issued to
Eligible Persons no later than within 4 (four) muntfollowing the receipt of the notification.
Series B Warrants may be issued through an investiine, acting as a custodian.

10. The maximum number of Series B Warrants whiely tme acquired by the President of the
Management Board shall be calculated based orotlesving formula:

Q = 6.666P- 183.310

provided that:

dla P < 35PILN =@ =20

dla P = 65 PLN = @ = 250.000

where:

Q shall mean the number of Series B Warrants;

P shall mean, as the case may be (i) the average gfrithe Company shares in the 6 (six) months
immediately preceding the date of acquiring SeresWarrants by the President of the
Management Board, or (ii) the price of one Compsimgre sold in a transaction between a Major
Shareholder and a buyer.

If the number of Series B Warrants which may beuaeq by the President of the Management
Board as determined based on the above formulatiaminteger, such number shall be rounded
down to the nearest integer.

Each time the President of the Management Boarctises his or her right to acquire Series B
Warrants, the number of Series B Warrants to wiiehor she is entitled shall be reduced, in
accordance with the above formula, by the numbeearfes B Warrants previously issued to the
President of the Management Board under the 201B-Rentive Scheme.

11. The maximum number of Series B Warrants whigy fme acquired by an Eligible Person
other than the President of the Management Boaatl bk calculated based on the following
formula:

Q = a, % (6666 P- 183.310)
provided that:
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dla P = 35PLN =0 =1
dla P = 65 PLN = Q = a, X 250.000

where:
Q shall mean the number of Series B Warrants;

P shall mean, as the case may be (i) the average gkithe Company shares in the 6 (six) months
immediately preceding the date of acquiring SeBed/arrants by the given Eligible Person, or

(ii) the price of one Company share sold in a @aten between a Major Shareholder and a
buyer.

a shall mean a ratio determined individually for e&tigible Person, provided that:

a. € (0,1) oraz X%, @, =1

If the number of Series B Warrants which may beuaed by an Eligible Person as determined
based on the above formula is not an integer, sudhber shall be rounded down to the nearest
integer.

Each time an Eligible Person exercises his orilgét to acquire Series B Warrants, the number of
Series B Warrants to which he or she is entitleall 4fe reduced, in accordance with the above
formula, by the number of Series B Warrants preslipissued to the Eligible Person under the
2012-2016 Incentive Scheme.

12. The number of Series B Warrants acquired bi &ligible Person shall in no event be higher
than: (i) 250,000 (two hundred and fifty thousaimd}he case of Series B Warrants acquired by
the President of the Management Board; andy(¥) 250,000 (two hundred and fifty thousand) in

the case of an Eligible Person other than the &asbf the Management Board.

13. An Eligible Person who has acquired Series Brévids under the 2012-2016 Incentive
Scheme shall be entitled to acquire Series E Shatremny time, however, no later than by
December 31st 2016.

8. Control systems for employee stock option plans

With a view to providing additional incentives teetCompany’s management staff to continue work
on the development and consolidation of the SECCRWACK Group, and to further increase the
value of SECO/WARWICK shares, on May 28th 2012 Aimaual General Meeting approved the key
objectives of the 2012-2016 Incentive Scheme fombers of the SECO/WARWICK Group’s
management staff (the "2012-2016 Incentive Scheme")

The scheme is supervised by the Supervisory Boand #he Management Board of
SECO/WARWICK S.A. The Rules of the Incentive Schemeze approved by the Supervisory Board
on January 12th 2012.

9. Information on the acquisition of own shares by theGroup companies, including
information on the purpose of the acquisition, thenumber and par value of the
shares and percentage of the share capital they msgsent, acquisition price and
selling price (in the case of sale)

None of the Group companies acquired own shar28i
10.Discussion of key financial and economic data conteed in the annual consolidated

financial statements and of factors and events, iheding non-recurring ones, with a
material effect on the Group’s operations and profis earned or losses incurred in the
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financial year; discussion of development prospectis a period covering at least the
next financial year

STATEMENT OF COMPREHENSIVE INCOME

In 2012, the SECO/WARWICK Group's results improwdthe back of the sales level recorded by
Retech Systems LLC of the U.S., and the salesdeddny the Melting Furnaces segment, which was
the key driver of sales growth in the year undexysis.

The number of orders for the companies' produatsimees to be high and the order book was larger
than in 2011. As at the end of 2012, the order badke was PLN 349m, up 33% from the end of
2011 (PLN 263m).

In 2012, the value of the SECO/WARWICK Group's satgew by 34% (2011: PLN 370,964
thousand, 2012: PLN 497,192 thousand, includingssattributable to Retech LLC of PLN 186,424
thousand). The Group reported higher sales in égenents of Melting Furnaces (+75%), Vacuum
Furnaces (+43%), CAB (+38%) and Aluminium Proces27¢), while sales in the Atmosphere
Furnaces segment fell compared with 2011 (-21%).

The gross margin fell to 23.9%, from 24.9% achieire@011. Margins generated by two segments
improved: Melting Furnaces (2011: 18.5%; 2012: 23.1and AP Furnaces (2011: 23.9%; 2012:
27.3%). The margin of the Melting Furnaces segnwvanged only slightly, while the margins
reported by the CAB and Atmosphere Furnaces segnfielhfrom 33% to 28.7% and from 28.3% to
21.8%, respectively.

The gross profit amounted to PLN 119,050 thousapdyy 29.1% year on year.

Despite higher distribution costs and administeatixpenses (increase from PLN 62,616 thousand in
2011 to PLN 80,069 thousand in 2012, including €astated to the preparation for organisational
changes within the Group and planned investmentBrazil and India), the Group recorded an
operating profit of PLN 38,689 thousand, which esgnts a marked improvement on the PLN 29,025
thousand achieved in 2011.

In 2012, finance income and finance costs did aeehany significant effect on the Group's net profi
Finance costs slightly exceeded finance income.

After deducting the income tax expense, the SECCRWACK Group's net profit for 2012 amounted
to PLN 28,170 thousand (compared with PLN 15,098i$and in 2011).

The net profit margin was 5.7%, and the return quitg stood at 6.9%.

STATEMENT OF FINANCIAL POSITION

Compared with 2011, 2012 saw a 9% growth in tharizad-sheet total (from PLN 390,364 thousand
to PLN 426,613 thousand). Current assets increagieite non-current assets changed only slightly.
The largest growth was seen in the following curissets: cash (up from PLN 20,285 thousand to
PLN 55.556 thousand) and accruals and deferred macowhile trade receivables fell by
approximately 39% (PLN 73,356 thousand compareth WitN 120,030 thousand as at the end of
2011). Changes in those items are proof of morectifie management of receivables at the Group
companies, as well as of the Group's readinessptement the investment strategy presented to
Investors.

As regards equity and liabilities, 2012 saw incesais hon-current and current liabilities as welira

equity. The structure of equity and liabilities didt change materially. The share of equity fell to
58.8% (from 59.3% in 2011), while the share of wonrent and current liabilities rose from 7.8% to
8% and from 33.0% to 33.2%, respectively. Howegquity remains the principal source of financing
for the SECO/WARWICK Group. What is also worth matiis that the value of current borrowings
and other debt instruments of the Group compareebnéd (2012: PLN 14,364 thousand; 2011: PLN
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19,023 thousand), while the value of trade payalwksst up (2012: PLN 32,485 thousand; 2011: PLN
26,353 thousand).

As at the end of the reporting period, the sharexdérnal financing sources in total equity and
liabilities rose from 40.7% to 41.2%.

The cash and quick ratios changed slightly compavgd 2011, and amounted to 1.9 and 1.7,
respectively (1.8 and 1.6 in 2011). The companytsenit ratio improved significantly (increase from

0.2t0 0.4)

In 2012, the "golden balance-sheet rule" was adhtyei.e. non-current assets were fully covered
with equity. This fact also demonstrates SECO/WARWIGroup's full financial independence.

Moreover, the Group enhanced its resource managdesfigziency. A significant improvement was
seen in the inventory turnover period (shortenimgnf 31 to 26 days), the average collection period
(shortening from 95 to 77 days) and the averagenpay period (shortening from 151 to 131 days),
which benefited the Group's cash position. Alsodhset turnover ratio, in particular with respect t
non-current assets, attests to the good use @rhp's production potential.

STATEMENT OF CASH FLOWS

In 2012, the Group generated positive operatirngh ddows of PLN 55,049 thousand, more than
double the amount generated in 2011 (PLN 26,55@sthied). The largest contributor to the result, in
addition to the Group's profit before tax of PLN,5%6 thousand, was a substantial decline in
receivables and an increase in current liabilitiethe companies.

Year on year, net cash flows from investing adgsitfell by 11% (2012: PLN -7,838 thousand; 2011:
PLN -8,760 thousand) . Both in 2010 and 2011, Hrgdst capital expenditure was incurred by
SECO/WARWICK S.A. In 2012, spending was made maotlyintangible assets and property, plant
and equipment, as well as on shares in the Grompanies, similarly to 2011.

Cash flows from financing activities included mginlepayment of borrowings and other debt
instruments. The largest outflow in 2012 was duerdpayment of borrowings and other debt
instruments (repayments exceeded 11.proceeds fosroviings by PLN 10,675 thousand). The net
cash flows from financing activities amounted td\P{11,863 thousand.

As a result, as at the end of 2012 cash stood it $3,586 thousand, compared with PLN 35,347
thousand in 2011.

Considering the results for 2012, the order bookhat end of the year, and the budgets of the
individual companies, as well as the market outJdbk Management Board is optimistic about the
Group's prospects.

All companies of the SECO/WARWICK Group focus orsicoptimisation, savings, and maximising
profits. The Management Board plans further investis in 2013, aimed at winning new geographic
and product markets.

11.Assessment of factors and non-recurring eventsity a bearing on the Group's results
for the financial year; the extent to which soh factors or non-recurring events
affected the results

For an analysis and assessment of factors andewoinAng events and their effect on the Group's
results see Section 10 of this Report.

12.Information on the Company’s markets, broken down nto domestic and foreign
markets, on the Company’s supply sources for produmn materials, goods and
services, including information on dependence, ifrgy, on any single customer or
supplier, or a group of customers or suppliers, andvhere the share of a single
customer or supplier in total revenue equals or exaeds 10% — the company name of
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such customer or supplier, its share in total salesr purchases, and its formal links
with SECO/WARWICK S.A.

Geographical segments based on the Company's market Company has identified the following
segments:

0 domestic market (Poland)
o the EU market (excluding Poland)

o the Russian market and markets of other former meesnbf the Soviet Union
(Russia, Belarus, Ukraine)

o the US market
o the Asian market
o other countries

The Group purchases the majority of materials usele production of heat treatment equipment on
the three main markets.

The first and the largest market from which the Wpr@ources production materials is the domestic
market. It is followed by the EU (where Germanyhis largest supplier). The U.S. market is the third
supply market for the Group in terms of both impade and volume.

In addition to these three main supply markets,Gneup also purchases production materials from
China and Japan.

With such a broad supplier base and access to ous)@narkets, the Group does not depend on any
single supplier (there is no single supplier whelare in total revenue exceeds 10%), and thus has
secured uninterrupted production of heat treatragatpment.

The markets in which the customers buying the Gsoppoducts operate include the automotive,
aviation, power, machine-tool, medical equipmerigcteical engineering and machine-building

industries. The economic situation on those markéfects the situation of many other associated
markets. The Group supplies its products both taufacturers from the abovementioned industries
and to their suppliers. The Company's customersbate manufacturers of cars and planes, and
producers of individual components and machine esparts. The machine-building industry as a
group of customers for the Group's products reptes@ major part of the economy and its

development follows the development of the GDP2Mi2, no single customer represented 10% or
more of the Group's total revenue.

13.Agreements significant to the Group’s business, iteding shareholder agreements
known to the Group, insurance, partnership or coopeation agreements

In 2012, SECO/WARWICK S.A. and other SECO/WARWICKro@p companies signed the
following significant agreements:

Between January 26th and February 2nd 2012, SECBMWIEK S.A. and SECO/WARWICK
ThermAL S.A., a subsidiary, executed with BRE B&R. of Warsaw nine forward contracts to sell
the euro for a total amount of EUR 2,788,000 (PLUN/08,206), two forward contracts to sell the U.S.
dollars for a total amount of USD 3,650,000 (PLNEEB,575), eleven zero-cost collar contracts
comprising a long put option and a short call aptigith a total value of EUR 2,220,000 (PLN
9,373,506), and one zero-cost collar contract camgr a long put option and a short call optionhwit
a total value of USD 800,000 (PLN 2,578,640). Tdtaltvalue of the contracts is PLN 35,323,927.

On February 2nd 2012, the Company’s ManagementdBuwas notified of a contract concluded
between its subsidiary, Retech Systems LLC. of hikihe U.S., and Qinghai Supower Titanium Co.
Ltd of China, concerning the construction and aelvof titanium melting and refining equipment.
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The contract was executed on February 2nd 2012 fmeriod of 12 months and its value amounts to
USD 21,531,600 (PLN 68,804,228).

On April 16th 2012, the Company’'s Management Boaas notified that its subsidiary Retech

Systems LLC (US) and Titanium Metals CorporatiorsjWad signed a contract for the manufacture
and delivery of titanium melting and refining equignt. The contract was signed on April 12th 2012,
its term runs from April 12th 2012 to November 3@®l3, and its value is USD 16,884,192 (PLN
53,722,122).

Between February 16th 2012 and May 18th 2012, foaward contracts to sell a total of EUR
1,455,000 (PLN 6,103,889), three forward contraiissell a total of USD 4,210,000 (PLN
14,222,331), one forward contract to sell a tofaC#K 15,600,000 (PLN 2,613,000), and a zero-cost
collar comprising long put options and short caitions with a total value of EUR 220,000 (PLN
930,072) were executed by SECO/WARWICK S.A. anasitbsidiary SECO/WARWICK ThermAL
S.A. with BRE Bank S.A. of Warsaw. The value of tbhewvard contracts totals PLN 23,869,292. The
highest-value contract was the forward contraceib USD 1,985,000 (PLN 6,834,554), entered into
by SECO/WARWICK S.A. and BRE Bank S.A. of Warsawlay 18th 2012.

Between February 2nd and May 18th 2012, SECO/WARKWIEA. and SECO/WARWICK
ThermAL S.A., a subsidiary, executed with Bank Zati WBK S.A. of Wroctaw five forward
contracts to sell the euro for a total amount ofRERJ650,000 (PLN 11,333,345), seven zero-cost
collar contracts comprising long put options andrshall options with a total value of EUR 1,405)00
(PLN 5,898,608), and nine zero-cost collar consramvmprising long put options and short call
options with a total value of USD 1,640,000 (PLM7,262). The value of the forward contracts
totals PLN 22,711,215. The forward contract to seltotal of EUR 1,100,000 (PLN 4,805,130)
concluded between SECO/WARWICK ThermAL S.A. and BZachodni WBK of Wroctaw on May
18th 2012 was the contract with the highest value.

On June 11th 2012, the Company’'s Management Boasl motified that its subsidiary Retech
Systems LLC of Ukiah, the U.S., and China Aluminimternational Engineering Corporation Limited
of China had signed a contract for the manufactureé delivery of titanium melting and refining
equipment. The contract, with a value of USD 15,862 (PLN 55,045,899), was executed on June
6th 2012 for a period of 25 months.

On July 6th 2012, the SECO/WARWICK Management Bqanalided a surety for the liabilities of
RETECH SYSTEMS LLC of the U.S. (a wholly-owned sidiery of SECO/WARWICK S.A)). The
surety is to secure repayment of credit facilitidsch are to be granted to RETECH SYSTEMS LLC
by HSBC BANK USA, N.A. The surety was provided fgp to USD 3,500,000 (three million, five
hundred thousand US dollar) and up to USD 25,0@0(60enty five million US dollar), and secures
repayment of the principal amount with interesthogssion fees, charges and costs under the credit
facility agreement in the period from the agreentsié to June 30th 2015.

On July 6th 2012, further to Current Report No.03/2 of February 3rd 2012, the SECO/WARWICK

Management Board reported that on July 5th 201Zailditions precedent under the contract for
manufacture and delivery of equipment for meltimgl aefining of titanium, executed between its
subsidiary — Retech Systems LLC. of Ukiah, USA, @idghai Supower Titanium Co. Ltd of China

had been fulfilled.

Between May 22nd 2012 and August 31st 2012, SECGIWICK S.A. and SECO ThermAL S.A.
(its subsidiary) executed with BRE Bank S.A. of W&aw nine forward contracts to sell a total of EUR
3,780,000 (PLN 15,944,878) and one forward conttactsell a total of USD 800,000 (PLN
2,668,240). The total value of the contracts is PI\613,118. The contract with the highest value is
the forward contract to sell a total of EUR 1,00®{PLN 4,320,500), concluded between subsidiary
SECO/WARWICK ThermAL S.A. and BRE Bank S.A. of Wanson May 22nd 2012.

Between September 6th 2012 and November 8th 2@ 2prsvard contracts to sell a total of EUR
4,070,000 (PLN 16,871,042), one forward contracdiba total of USD 200,000 (PLN 637,040), one
forward contract to sell a total of CZK 8,625,00BLN 1,449,863) and two zero-cost collars
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comprising long put options and short call optiah a total value of USD 950,000 (PLN 3,057,955)
were entered into by the Company and its subsidsfCO/WARWICK EUROPE S.A. with BRE
Bank S.A. of Warsaw. The value of the forward cacits totals PLN 22,015,900. The forward
contract to sell a total of EUR 1,050,000 (PLN 4,265) concluded between the Company and BRE
Bank S.A. of Warsaw on November 8th 2012 was timgraot with the highest value.

Between May 8th 2012 and November 22nd 2012, séwmevard contracts to sell a total of EUR
3,110,000 (PLN 12,944,933), four forward contratts sell a total of USD 1,353,000 (PLN
4,584,278), and two forward contracts to sell altof GBP 400,000 (PLN 2,056,840) were entered
into by the Company and its subsidiary SECO/WARWIEKROPE S.A. with Bank Handlowy w
Warszawie S.A. of Warsaw. The value of the forwamdtracts totals PLN 19,586,051. The forward
contract to sell a total of EUR 820,000 (PLN 3,£223) concluded between the Company and Bank
Handlowy w Warszawie S.A. of Warsaw on November 2002 was the contract with the highest
value.

In 2012, the Group companies did not enter into siggificant insurance, partnership or cooperation
agreements. Likewise, the Company has no knowletigay significant shareholder agreements.

14.Related-party transactions concluded by the Group ther than arm’s length
transactions

In 2012, the Group companies did not enter into &apsactions with related parties other than
routine transactions or transactions executed @arm@as' length basis.

15.Information on agreements on borrowings and other dbt instruments executed or
terminated in the financial year, including at leas information on the types, amounts
and interest rates, as well as currencies and repayent dates

Borrowing/instrument
Lender amount REZEDIIES Security Interest rate Type
PLN Currency date
('000) ('000)
Current
Declaration on
submission to
) 4 enforcement for up to 0 Overdraft
Bank Handlowy 1,544 Aug 29 2013 PLN 3.600,000.00 6.08% facility
valid through August
31st 2015
Declaration on
submission to
enforcement for up to 0 Overdraft
BRE BANK 3,007 Mar 28 2014 PLN 7,200,000.00 6.16% facility
valid through August
31st 2017
James Golz 1,621 USD 500 Jan 31 2018Shareholder's guarantee 3.25% Of\;iirﬁt;aﬁ
HSBC 7,594 USD 2,450 - Guarantee 3.25% Oerdraft
acility
Citi Bank 464 RMB933|  Nov 132013 Guarantee 7,31% ﬂ‘;i[ﬁt;a“
Overdraft
Sparkasse Kleve 205 EURS50 - - 10,37% facility
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Volksbank Kleverland 409 EUR 100 ; - 9.03% Overdraft
facility
Volksbank Kleverland 409 EUR 100 Oct 30 2017 ; 5,45% Of‘é‘;rfi‘trya“
Sparkasse Emmerich- - 409|  EUR 1000 Mar 30 2013 : 8,75% Overdraft
Rees facility
Sparkasse Kleve 205 EURS50|  Aug 20 2013 - 4,35% Of‘é‘;rfi‘trya“
Martin van Rossum 102 EUR 25 - - 10% Ofve.r‘.jraﬁ
acility
. / Overdraft
Heiner Kelputt 107 EUR 25 - - 10% facility
Longterm
Ordinary mortgage fo
USD 2,500,000
Security mortgage for
BRE BANK S.A. 4649] USD 1,500  Dec312013  USD 250000 | MLIBOR+ | Investment
Zielona Goéra Branch o 1.55% facility
Submission to
enforcement for up to
USD 2,750,000
Total: 20,720 X
16. Sureties and guarantees issued and received in tfieancial year
Table: Contingent liabilities under guarantees and sreties:
Surety
in
respect Amount in
Dec 31 2012 Bank of Currency | Currency PLN '000* Company
Guarantee 1 BRE PBG EUR 184 753
Guarantee 2 BH SBLC usD 500 1,550
Guarantee 3 BH SBLC usD 506 1,568
Guarantee 4 BRE PBG EUR 80 327
Guarantee 5 BRE PBG PLN 45 45
Guarantee 6 BRE PBG EUR 58 236
wn
Guarantee 7 BRE PBG USsD 70 215 m
Guarantee 8 BRE PBG EUR 12 49 %
Guarantee 9 BRE PBG RUB 37,500 3,814 >
Guarantee 10 BRE PBG RUB 1,050 107 =
Guarantee 11 HSBC APG|  EUR 150 612 Q
Guarantee 12 HSBC SBLO UsD 1,100 3,410 2
Guarantee 13 BRE bid bond USD 34 106
Guarantee 14 BRE APG EUR 105 429
Guarantee 15 BH APG PLN 948 948
Guarantee 16 BRE PBG RUB 6,960 708
Guarantee 17 BH APG GBP 208 1,042
Guarantee 18 BH APG GBP 69 344
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Guarantee 19 BRE PBG RUB 1,100 112
Guarantee 20 BH PBG EUR 54 223
Guarantee 21 BRE APG EUR 525 2,146
Guarantee 22 BRE PBG RUB 2,500 254
Guarantee 23 HSBC APG EUR 600 2,453
Guarantee 24 HSBC APG EUR 450 1,839
Guarantee 25 BRE PBG EUR 50 204 @
Guarantee 26 BRE PBG PLN 180 180 8
Guarantee 27 BRE APG EUR 396 1,619 S
Guarantee 28 BRE APG EUR 759 3,103 g
Guarantee 29 BRE PBG EUR 178 728 Q
Guarantee 30 BRE PBG PLN 25 25 m
Guarantee 31 BRE APG usD 446 1,384 g
Guarantee 32 BH APG PLN 873 873 h°
Guarantee 33 EAST WEST BANK PBG USD 114 352
Guarantee 34 EAST WEST BANK APG UsD 2,153 6,674
Guarantee 35 EAST WEST BANK PBG USD 1,421 4,403 >
Guarantee 36 EAST WEST BANK PBG USD 34 105 §
Guarantee 37 EAST WEST BANK PBG UsSD 34 105
Guarantee 38 EAST WEST BANK PBG USD 1,586 4,917
Guarantee 39 HSBC BANK PBG CNY 600 299
Guarantee 40 HSBC BANK PBG CNY 196 97 %)
=
Guarantee 41 HSBC BANK PBG CNY 1,483 738 Py
Guarantee 42 HSBC BANK PBG CNY 365 182
TOTAL 49,278

* The guarantees were translated at the mid-exeheatgs quoted by the National Bank of Poland fareD#ber 31st 2012.

Table: Other sureties

Dec 31 Amount
Company Bank Surety in respect of Currency in PLN
2012 ]
000

S/W ALLIED Pvt. Ltd.| Union Bank of Indig Guarantee and credit facility INR 225,000 12,753

RETECH Systems East West Bank Credit guarantee U$D 1,000 3,100
RETECH Systems HSBC BANK USA Guarantee and credit facility USsSD 25,000* 77,400
RETECH Systems HSBC BANK USA Guarantee and credit facility USsSD 3,5007 10,849
S/W Corp. HSBC BANK USA Guarantee and credit facility UsSD 1,800 5,579

S/W EUROPE S.A. Bank Handlowy Guarantee and cfadility PLN 6,000 6,000

TOTAL 115,771

* As at December 31st 2012, Retech Systems drew P8B0 thousand under the available credit

facilities.
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Table: Guarantees received as at December 31st 2012:
Dec 31 2012 Dec 31 2011
(PLN ‘000) (PLN ‘000)
Contingent receivables 0 639
from related entities 0 0
from other entities (including) 0 639
- guarantees and sureties 0 639

17.Information on loans advanced in the financial yeayrin particular loans to related
entities, including at least information on the tygs, amounts and interest rates, as
well as the currencies and repayment dates

On February 22nd 2010, SECO/WARWICK S.A. advance®lad 4,000 thousand loan to its
subsidiary, SECO/WARWICK ThermAL S.A. (currentyESO/WARWICK EUROPE S.A.) The
loan bears interest at the rate of 6% per annum.|ddn was partially (PLN 2,000 thousand) repaid on
December 29th 2011. Pursuant to the annex to the dgreement, dated December 31st 2011, the
borrower agreed to repay the loan by April 30th20@n April 27th 2012, the borrower repaid the
entire outstanding balance of the loan.

On July 1st 2011, SECO/WARWICK S.A. advanced a EUR® thousand loan to its subsidiary,
SECO/WARWICK GmbH. The loan bears interest at tte of 5% per annum. On September 30th
2012, the Company recognised an impairment log4.bf 407 thousand on the loan.

On August 16th 2012, SECO/WARWICK S.A. advanced BBR,500 thousand loan to its subsidiary,
000 SECO/WARWICK Moscow. The loan bears interestthat rate of 10% per annum. The
borrower agreed to repay the loan by DecemberZli2. The loan was repaid on October 1st 2012.

On December 17th 2012, SECO/WARWICK S.A. advance&UWR 600 thousand loan to its
subsidiary, SECO/WARWICK GmbH. The loan bears esérat the rate of 3% per annum. The
borrower agreed to repay the loan by DecemberZlis3.

In 2012, SECO/WARWICK S.A. did not advance loanany non-related entities.

18.Assessment (and grounds for the assessment) of filegal resources management,
including in particular an assessment of the Grougs ability to repay its liabilities, as
well as an identification of threats, if any, and neasures used or intended to be used
by the Group to mitigate such threats; feasibilityof planned investments, including
equity investments, in view of the funds availabl¢éo the Group; possible changes in
the financing of the investments

In 2012, the SECO/WARWICK Group contracted borraygiof PLN 13,057 thousand. A major part
of this amount is debt of SECO/WARWICK S.A., Ret&&ystems and SECO/WARWICK EUROPE
S.A.

As at December 31st 2012, the Group’s total debdeuimvestment and overdraft facilities was PLN
19,085 thousand, which represents a PLN 9,047 #moluslecrease as compared with debt level of
PLN 28,123 thousand as at the end of 2011.

The SECO/WARWICK Group’s liquidity remained at deséevel, which is confirmed by cash flows
from operating activities at PLN 55,041 thousand.

The funds and credit facilities available to the@@y were sufficient to finance investments andteapi
expenditure planned for and executed in 2012 (fmrenmformation, see Section 10 of this Report).

The Parent's Management Board believes that dseabdlance-sheet date there was no threat of a
Group company's failure to meet its liabilities.
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The table below presents the liquidity ratios @ @Group.

LIQUIDITY RATIOS Dec 31 2017 Dec 31 2011
Current ratio 1,9 1.8
Quick rato 1,7 1.6
Cash ratio 0,4 0.2

19.Issue of securities and use of issue proceeds byGSEHWARWICK S.A.
No debt or equity securities were redeemed or cffased in 2012.

20.Explanation of discrepancies between the financialesults disclosed in the annual
report and the previously released forecasts for #year, if any

The SECO/WARWICK Management Board did not publisly &orecasts for 2012 concerning the
Company’s or the Group’s financial performance.

21.Description of material risk factors and threats, ncluding information on the degree
of the Group’s exposure to such risks or threats

The Group is exposed to market risk, comprisingenay risk, interest rate risk, liquidity risk and
credit risk. The objective behind the Group’s fiomh risk management is to mitigate any adverse
movements in foreign exchange and interest rataisilise cash flows and ensure an adequate level of
liquidity and financial flexibility. The rules ofidancial risk management within the Group are
determined by the Parent's Management Board. Asgbahe risk management process, an expert
management accounting system has been developdthplainented. The key risk parameters at the
level of operating and financing activities are mored through monthly reports. The Finance
Department of the Group companies, as the orgamsdtunit responsible for implementation of the
Group’s financial risk policy, identifies, measuresanages and monitors the risks on an ongoing
basis. The Parent's Management Board receivesaregpdate reports on the type and degree of
exposure to a given risk. For a detailed descriptib Group’s exposure to risks, see Note 36 to the
consolidated financial statements of the SECO/WARWI(Group.

22. Statement of compliance with corporate governanceutes by the SECO/WARWICK
Group in 2012

a. ldentification of the set of corporate governane rules followed by the Parent of the
SECO/WARWICK Group and place where the text of therules is publicly available

In 2012, the SECO/WARWICK Group complied with thede of Best Practice for WSE-Listed
Companies.

The text of the Best Practices for WSE-Listed Canigs is available afiww.corp-gov.gpw.pl and

www.secowarwick.com.

The Company did not observe any corporate govemantes going beyond the requirements
stipulated by Polish law.

b. Scope of non-compliance with the set of corporatgovernance rules referred to above,
specification of the rules not complied with, andplanation of why they were not complied with
and how the company intends to eliminate the effegt(if any) of non-compliance with a given
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rule or measures it intends to take to reduce theisk of non-compliance with a given rule in the
future

SECO/WARWICK S.A. followed all of the corporate gonance rules set forth in the Code of Best
Practice for WSE-Listed Companies.

c. Main characteristics of the Group’s systems ofnternal control and risk management with
respect to preparation of financial statements andonsolidated financial statements

The Management Board of the Parent is responstisléhe Group’s internal control system and its
effectiveness in the process of preparation ofogérireports and financial statements prepared and
published in accordance with the Regulation onenirand periodic information to be published by
issuers of securities of February 19th 2009.

The main objective of the Group’s internal contsgbtem applied to financial reporting is to ensure
adequacy, reliability, and accuracy of financidbimation presented in periodic reports and finahci
statements. The Group’s effective internal con&nadl risk management system applied to financial
reporting was developed based on:

e Clear division of responsibilities and organisatafrwork in the financial reporting process —
subsection 1;

* Precise definition of the scope of the Group’sriitial reporting — subsection 2;

* Regular reviews of the Group’s performance, basethe financial reporting system used by the
Group — subsection 3;

* Requirement to submit financial statements for apglrprior to their publication — subsection 4;
* Audit/review of financial statements by an exteraadlitor — subsection 5;

* Engaging the Parent’s internal audit functionshim assessment of the control mechanisms in
place at the SECO/WARWICK Group — subsection 6;

1. Clear division of responsibilities and organisabn of work in the financial reporting process

Responsibility for the preparation of the Grougizahcial statements, current management reports,
and periodic financial reports lies with the Pareriinancial Department, headed by the Chief
Financial Officer.

Financial statements of the SECO/WARWICK Group prepared by the staff of the Parent’s

Financial Department, based on financial data @eathin the financial and accounting system, as
approved by the Chief Financial Officer, and oneotladditional data provided by designated

employees from other departments in the Group.r Roidoeing handed over to an external auditor,
complete financial statements are reviewed by tbad-bf the Accounting Department and then by the
Chief Financial Officer.

Periodic reports of the Group are prepared by thk af the Financial Department, based on financia
data contained in the financial and accountingesysts approved by the Chief Financial Officer, and
on other additional data provided by designatedleyaes from other departments. Prior to being
handed over to an external auditor, complete pigrioeports are reviewed by the Head of the
Accounting Department and then by the Chief FiralrnOfficer.

2. Precise definition of the scope of the Group’sifancial reporting

The Group reviews its strategy and business plangaly, in cooperation with its senior and middle
management. Based on the outcome of the reviewi;thep carries out a budgeting process covering

23



HEAT TREATMENT EQUIPMENT

all areas of its operations. During the year, taeeRt's Management Board analyses current financial
performance and compares it against the adoptegebirdaccordance with the management reporting
system adopted by the Group and based on the Graggounting policies (International Financial
Reporting Standards), taking into account the foramal level of detail of the financial data present

in periodic financial statements of the SECO/WARWIGroup.

The accounting policies applied to statutory repgrare included in the budgeting process andén th
Group’s management reporting system.

The Group makes every effort to ensure that thanfiral statements, periodic reports, and other
reports presented to investors are based on cemtysapplied accounting policies.

3. Reqular reviews of the Group’s performance, baskon the financial reporting system used by
the Group

Financial data used to prepare financial statememdsperiodic reports is sourced from the financial
and operational reports prepared by the SECO/WARMBZoup. After the closing of each calendar
month, employees of the Financial Department, gctinder the direction of the Chief Financial
Officer, analyse the Group’s financial results hysiness segments in the context of previously
adopted assumptions.

Any errors revealed during the analysis are coecb@nmediately in accordance with the adopted
accounting policies.

The work on financial statements and periodic repstarts only after the results recorded in aedos
month (reporting period) have been approved byliief Financial Officer.

4. Requirement to submit financial statements for pproval prior to their publication

Periodic reports and financial statements, onceewead or audited by the auditor, are submittedhéo t
members of the Parent's Supervisory Board.

All members of the Supervisory Board are offeredpportunity to get acquainted with the financial
statements or auditor's report. All queries candiseussed with Chief Financial Officer, who is
available for this purpose to the members of theeBusory Board.

5. Audit/review of financial statements by an extaral auditor

In accordance with the applicable legal regulatioiee SECO/WARWICK Group submits its
financial statements for a review or audit, as appate, by a qualified external auditor.

6. Engaging the Parent’s internal audit functionsm the assessment of the control mechanisms in
place at the SECO/WARWICK Group

The Parent appoints a CEO Proxy for Quality Assteaand Turnover Control, who participates in the

analysis of processes and, through internal auditde assessment of the control mechanisms. The
Parent's programme of semi-annual internal auslitseated based on the analysis of the findings of
the previous audits, and taking into account tigmiicance of particular processes in place at the
Parent. The audit programme is approved by the G&@nber of the Parent's Management Board,
and is implemented by a team of auditors. Aparnfexzheduled audits, there are also audits reviewing
the conclusions of the previous audits and unsdbddwudits at the request of the Management Board.

Internal auditors prepare reports that include rtlieimments and information on any identified
inconsistencies. Auditors' reports may also inclddgerminations reflecting changes made in a given
area. The audit results are used by the managengahisational units to introduce improvements to
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control mechanism in the processes they superifisshanges apply to the Parent company as a

whole, they are introduced, if necessary, by tlexym the system documentation.

In 2012, the following processes in place at theRavere subjected to an audit:

Disassembly and transport

Infrastructure management

Management's responsibilities

CoNo,rwWNE

10 Human resources management

Installation work and technological start-up
Management of work environment and infrastructure

Negotiations with clients and preliminary design

Analysis of the Refusal List and ClassificationGijods

11. Technical design of the product Electricity Divisio
12. Purchases and supervision of suppliers based aritbga of Internal Control System

d. Shareholders holding, directly or indirectly, mgor holdings of shares

Technical preparation of the manufacturing proeegsCooperation
Measurements, analysis, improvement

Table: Shareholders holding — directly or indirectly through subsidiaries — 5% or more of the total va¢ at the

General Meeting as at December 31st 2012:

% of total
Shareholder Number .Ownership Number | vote at the
of shares | interest (%) | of votes| General
Meeting
SW Poland Holding B.V. (Netherlant 4.119,50 39.32%(4,119,50: 39.32%
Spruce Holding Limited Liability Compar 1,726,17. 16.48%(1,726,17. 16.48Y%
Bleauhard Holdings LL 904,20 8.63%| 904,20 8.63%
ING NN OFE 600,00( 5.73%| 600,00( 5.73%
AMPLICO 577,47( 551%| 577,47 551%
OFE POLSAT S.A 485,97: 4.64%| 485,97: 4.64%
- share capital 2,095,242
- humber of shares 10,476,210
- par value per share 0.2

The data presented in the table is based on raitdits received from the shareholders.

The Management Board of SECO/WARWICK S.A. (the “@amy”) reported in report no. 6/2013
that on April 18th 2013 it received a notificatidom PKO BP Bankowy Otwarty Fundusz
Emerytalny and Otwarty Fundusz Emerytalny POLSA&rémafter separately referred to as “PKO
OFE” and “OFE POLSAT", and jointly as the “Fundstepresented by PKO BP BANKOWY
Powszechne Towarzystwo Emerytalne Spoétka Akcyjraginafter referred to as the “Pension Fund
Management Company”), to the effect that, followitlgg Pension Fund Management Company’s
takeover of the management of OFE POLSAT, holdmayes in SECO/WARWICK S.A., the Funds’
aggregate share in the total vote at the CompamgKaeMeeting exceeds 5%.

Prior to the takeover, that is as at April 15th 200FE POLSAT held 835,157 Company shares
(representing 7.9719% of the Company’s share dapt@nferring the right to 835,157 votes at the
Company General Meeting (representing 7.9719%etdtal vote at the Company General Meeting),
while PKO OFE held 191,518 Company shares (reptiegeri.8281% of the Company’s share
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capital), conferring the right to 191,518 voteshat Company General Meeting (representing 1,8281%
of the total vote at the Company General Meeting).

Following the management takeover referred to abageat April 16th 2013, the Funds held in

aggregate 1,026,675 Company shares (of which 18Xkbares were held by PKO OFE and 835,157
shares were held by OFE POLSAT), jointly conferrthg right to 1,026,675 votes at the Company
General Meeting, and representing 9.8001% of thengamy’'s share capital and total vote at the
Company General Meeting.

Table: Shareholders holding — directly or indirectly through subsidiaries — 5% or more of the total va¢ at the
General Meeting as at the date of release of thisgRort:

% of
total
Shareholder Number of | Ownership | Number | vote at
shares |[interest (%) | of votes| the
General
Meeting
SW Poland Holding B.V. (Holandi 4 119 50 39,32%|4 119 50:| 39,32¥%
Spruce Holding Limited Liability Company (US 172€174 16,48%|1 726 17.| 16,48%
Fundusze reprezentowane przez
1026 675 9,80%| 1 026 673 9,80%
PKO BP BANKOWY PTE S.A.
Bleauhard Holdings LL 904 20 8,63%| 904 20| 8,63%
ING NN OFE 60C 00C 5,73%| 60000(] 5,73%
AMPLICO 577 47( 5,51%| 577 47(] 5,51%
-kapitat zakladowy 2 095 242
-ilos¢ akgiji 10 476 210
-warteé¢ nominalna jednej akcji 0,2

The data presented in the table is based on raitdits received from the shareholders.

e. Holders of any securities that confer special atrol powers, and description of such powers

SECO/WARWICK S.A. (Parent) has not issued any sgesrrconferring special control powers with
respect to SECO/WARWICK S.A.

f. Restrictions on the exercise of voting rights gth as restrictions on the exercise of voting rights
by holders of a certain portion or number of votestime limits for exercising voting rights, and
provisions under which, with the Company's cooperaon, the financial rights attaching to
securities are separated from the holding of the searities

There are no restrictions at the Parent on thecisesiof voting rights such as restrictions on the
exercise of voting rights by holders of a certaimtipn or number of votes, time limits for exeroigi
voting rights, or provisions under which, with tlimpany's cooperation, the financial rights
attaching to securities are separated from theimglof the securities.

g. Restrictions on transferability of the Company scurities

On July 31st 2008, the Management Board of SECO/WAEK S.A. was notified of lock-up
agreements relating to the Company shares betweefollowing shareholders: SW Poland Holding
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B.V. of Amsterdam (The Neatherlands) and Sprucedidgl Limited Liability Company of
Wilmington (USA).

The shares subject to those agreements compri8&5H.the Company's share capital and confer the
right to 55.8% of votes at the General Meeting.

Based on the agreements, the shareholders mentidnoeed agreed not to dispose of their holdings of
the Company shares until 2015.

On November 16th 2010, the Company concluded aesitment agreement with James A. Goltz,
concerning sale of 50% of shares in Retech Sysidn@ of Ukiah (the U.S.). In consequence,
SECO/WARWICK S.A. is now a holder of 100% of shaiesRetech Systems LLC. Following
contribution of 40% of shares in Retech Systems tbhGECO/WARWICK S.A. by Mr James A.
Goltz, the SECO/WARWICK S.A.'s share capital wag@ased. In exchange for the contribution, the
Company issued shares to James A. Goltz, with teeemptive rights of existing shareholders
waived. James A. Goltz executed a lock-up agreecmmterning the new issue shares for the period
from the subscription date to December 31st 2014.

h. Description of the rules governing the appointmet and removal from office of the
management staff, and of their powers, including irparticular the power to decide on an issue
or buy-back of shares

The Parent's Management Board consists of two tensenembers and is appointed and removed
from office by the Supervisory Board, which has plogver to appoint any number of Vice-Presidents.
Members of the Management Board are appointed fqoira three-year term of office. The
Management Board comprises the President of thealytanent Board, Vice-Presidents and members.
When appointing the members of the Management BolaedSupervisory Board decides who will be
appointed to the positions of the President ande¥Aresidents of the Management Board. The
mandate of a member of the Management Board expirése date of the General Meeting approving
the report on the Management Board's operatiorsstdtement of financial position and the statement
of comprehensive income for the last full financiedar in which the member held the office.
Members of the Management Board may be re-appofoteghother term of office. The Management
Board may appoint one or more commercial proxies

The Management Board has all powers to manage ahgp&ny’s affairs other than those which fall
within the exclusive scope of competence of theeothoverning bodies of the Company. The
Management Board defines the overall organisatiatisire of the Company and the principles of its
operation. For this purpose it may issue relevalaisrand other internal regulations. Every memlber o
the Management Board may, without a prior resotutibthe Management Board, manage any affairs
of the Company falling within the scope of the dayday management, except where, before the
matter is settled, at least one member objects Each Management Board member may individually
incur a liability or dispose of a right for an anmbwf up to PLN 200,000.00 (two hundred thousand).
Incurring a liability or disposal of a right in exxs of PLN 200,000.00 (two hundred thousand)
requires two Management Board members acting joiotl a Management Board member acting
jointly with a commercial proxy. Any issues whiclallf beyond the scope of the day-to-day
management of the Company'’s affairs shall requiesalution of the Management Board.

The Company shares may be retired upon the sHdeglsoconsent through the acquisition of the
shares by the Company (“voluntary retirement”) dthaut the shareholder’'s consent (“compulsory
retirement”), in compliance with the provisionstbé Commercial Companies Code. Shares may be
retired without the shareholder's consent on trsishaf a resolution of the General Meeting if: the
shareholder is declared bankrupt; an enforcemestedure has been instituted with respect to the
shares; a court of general jurisdiction has dedlareivil proceedings that the shareholder actetthé
detriment of the Company; a final ruling has bessuéd convicting the shareholder of a crime
connected with acting to the detriment of the Comypa
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Compulsory retirement is effected against compémsawhich may not be lower than the value of net
assets attributable to the shares, as disclosia ifinancial statements for the previous finangesr,
less the amount allocated for distribution amoregyshareholders. The General Meeting may retire all
or part of a shareholder's shares at the sharat®ldgtten request. In such a case, the valudef t
retired shares shall be determined by a resolutfdhe Company's General Meeting, with a proviso
that the resolution is valid only if the shareholdequesting the retirement of the shares votes in
favour of the resolution. The Company may acqusewn shares for the purpose of retiring them or
for other purposes set forth in Art. 362.1 of then@nercial Companies Code. The General Meeting
may authorise the Management Board to acquire tmap@ny shares from the shareholders with a
view to retiring them.

i. Rules governing amendments to the Parent's Artles of Association

In accordance with Art. 430.1 of the Commercial @ames Code, any amendment to
SECO/WARWICK S.A.'s Articles of Association requsra resolution by the General Meeting and
must be entered in the relevant court register. Amgndments to the Articles of Associations are
submitted to the registry court by SECO/WARWICK SManagement Board. The General Meeting
may authorise the Supervisory Board to preparectresolidated text of the amended Articles of
Association or to make other wording amendmentsspeified in a resolution of the General
Meeting.

j- Manner of operation of the General Meeting, itsbasic powers and description of the
shareholder rights, along with the procedure for tkeir exercise, including in particular rules
provided for in the Rules of Procedure for the Geneal Meeting, if any, unless such information
follows directly from the provisions of law

The General Meeting operates according to the RofeBrocedure for the General Meeting of
SECO/WARWICK S.A., adopted by virtue of Resolutibiv.26 of the SECO/WARWICK S.A.
General Meeting of May 28th 2012. The General Mgpthay be attended only by the persons who
are the Company shareholders sixteen days prithedGeneral Meeting date. The record date for
participation in the General Meeting is the samethe holders of rights under bearer and under
registered shares. (Art. 406 [1] of the CommerCiampanies Code) Holders of rights under registered
shares and provisional certificates, as well agdgdes and usufructuaries holding voting rights, are
entitled to participate in the General Meeting gfudlic company only if they are entered in thergsha
register as at the record date (Art. 406 [2] of @manmercial Companies Code) The General Meeting
may be attended by persons whose presence is eogbiohdispensable by the Supervisory Board or
Management Board (Par. 4 of the Rules of Proceidurthe General Meeting).

After presentation of each item on the agenda,Chairman of the General Meeting opens the
discussion and gives floor in the order in which participants requested to speak. While taking the
floor, the shareholder may speak only on the maiteriuded in the agenda and discussed at a given
moment. During the discussion of each item on thenda, each shareholder is entitled to one speech
and one reply.(Par. 14 of the Rules of ProceduréhftoGeneral Meeting).

Depending on their subject matter, resolutionshefGeneral Meeting are adopted by the majority of
votes required by the Company’s Articles of Asstioig the Commercial Companies Code, or other
generally applicable laws (Par.19 of the Rulesrot@dure for the General Meeting).

Resolutions of the General Meeting are adoptediim@en ballot, subject to the provisions of Par.
17.2 on voting by secret ballot in the followingsea: elections; proposals to remove a member of the
Company's governing body or its liquidator; propesa bring a member of the Company's governing
body or its liquidator to account; proposals cono®y personnel matters, at the request of at tmaest
shareholder present or represented at the Genetid; in any other cases provided for in gengrall
applicable laws (Par. 17 of the Rules of Procefluréhe General Meeting).
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The Chairman of the General Meeting presents tkaed®of the Meeting and submits it for approval
by the General Meeting. If no objections are raighd agenda is deemed approved by the General
Meeting (Par. 8 of the Rules of Procedure for tea&al Meeting). After the Chairman of the General
Meeting closes the list of speakers, no speakeysbaaadded to the list, and after the discussion is
declared closed, no speakers may take the floomarngroposals referred to in Par. 15 of Rules and
Procedure for the General Meeting may be submifiat. 16 of the Rules of Procedure for the
General Meeting).

In 2012, the formally convened SECO/WARWICK S.A.rméel Meeting was held on May 28th
2012. The General Meeting was convened at the stqpfethe Management Board. In 2012, the
Company shareholders did not request conveninigeoGeneral Meeting.

The General Meeting was held pursuant to the régak of the Commercial Companies Code, in
accordance with the Rules of Procedure for the émdeeting of SECO/WARWICK S.A., and in
compliance with the Best Practices for WSE-ListemmPanies. The shareholders had an opportunity
to get acquainted with the draft resolutions wtield been published on the Company's website and in
Current Report No. 10/2012, dated April 30th 2Cdt2east 26 days prior to the General Meeting. The
Company approved the documents submitted by thelsblaers and their proxies, and recognised the
validity of the powers of proxy, right to represamid participate in the General Meeting.

Within its powers, the General Meetings adoptedltt®ns essential to proper operation of the
Company, including a resolution on the approvahefDirectors' Report on the Company's operations
and the financial statements, the distribution aifip for the financial year 2011, approval of the
Directors’ Report on the Group's operations and dbesolidated financial statements of the
SECO/WARWICK Group for the financial year 2011, mfing discharge in respect of duties to
members of the Company's governing bodies, impléatien of the 2012-2016 Incentive Scheme at
the Company, approval of amendments to the Compamiitles of Associations, and adoption of the
Rules of Procedure for the General Meeting. Chamgee also introduced in the composition of the
Supervisory Board.

The Chairman of the General Meeting ensured proe¢aificiency and respect for the rights and
interests of all shareholders. The General Meetiag not adjourned or interrupted. Members of the
Management Board and Supervisory Board were availabthe shareholders and proxies, ready to
provide explanations to the extent permitted byrtkieowledge and required by the provisions of law.
None of the resolutions adopted at the Generaliktpetas challenged in court proceedings.

All resolutions adopted in 2012 by the General Ntgptvere aimed at serving the interest of the
Company, with due consideration given to other ettakders' rights. Resolutions adopted by the
General Meeting were published on the Company'sitesht:

www.secowarwick.com.

An Extraordinary General Meeting of SECO/WARWICK sv@onvened at the request of the
Management Board for November 28th 2012.

Within its powers, the Extraordinary General Megtadopted a resolution, essential to the operation
of the Company, concerning approval for a dispo$aln organised part of SECO/WARWICK S.A.'S
business. Changes were also introduced in the csitigyoof the Supervisory Board.
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k. Composition and changes in the composition of ghlssuer's management, supervisory and
administrative bodies and their committees, which dok place in the last financial year;
description of their activities

Management Board

Composition of the Management Board

In 2012, the composition of the Company's ManagerBeard was as follows:

Pawet Wyrzykowski — President of the Managementr@&dgsince February 1st 2012)
Andrzej Zawistowski — Vice-President of the ManagetrBoard (until May 25th 2012)
Wojciech Modrzyk — Vice-President of the Managen®oard

Witold Klinowski — member of the Management Boaudt{l December 31st 2012)
Jozef Olejnik — member of the Management Boardil(Detcember 31st 2012)

On January 12th 2012, in Current Report No. 02/2@i€ SECO/WARWICK Management Board
reported on appointment by the Supervisory BoardlioPawetl Wyrzykowski to serve as President of
the Management Board as of February 1st 2012.

On May 25th 2012, the SECO/WARWICK Management Boass notified of a decision of Mr
Andrzej Zawistowski, one of the Company foundeostdsign as Vice-President and member of the
SECO/WARWICK Management Board. The resignation dhas to Mr Zawistowski’s plans to take
the position of Chairman of the SECO/WARWICK Supsowy Board. See Current Report No.
14/2012.

On December 14th 2012, in Current Report No. 382@ie SECO/WARWICK Management Board

reported on Mr Witold Klinowski’'s resignation froitine position of member of the Company’s

Management Board. The resignation was due to Mudf¥iski's plans to take the position of member
of the SECO/WARWICK Supervisory Board.

On December 14th 2012, in Current Report No. 382€ie SECO/WARWICK Management Board
reported on Mr Jbézef Olejnik’s resignation from tipesition of member of the Company’s
Management Board. Mr J6zef Olejnik cited his retieat age as the reason behind the resignation.

On December 14th 2012, in Current Report No. 3%2@ie SECO/WARWICK Management Board
reported on appointment by the Supervisory Boatdlliodarostaw Talerzak to serve as Vice-President
of the Management Board as of January 1st 2013.

After the end of 2012 and until the date of releafsthis Report, the composition of the Company’s
Management Board was as follows:

Pawet Wyrzykowski — President of the Managementr&oa
Wojciech Modrzyk — Vice-President of the Managen@oard
Jarostaw Talerzak — Vice-President of the Manageeard

Operation of the Management Board

The Management Board operated under the regulatioie Commercial Companies Code, the Rules
of Procedure for the Management Board, approvethbyresolution of the Supervisory Board and
available to the public, and in accordance with@uele of Best Practice for WSE-Listed Companies.
The Rules of Procedure for the Management Boapdilstie the division of responsibilities, tasks and
authority among the members.

The Management Board is the executive body of theiany, managing its current operations and
representing it in relations with third parties eTfpowers of the Management Board include all natter
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which do not fall within the exclusive scope of quetence of the General Meeting or the Supervisory
Board. A decision to acquire or dispose of reahtestperpetual usufruct right to or an interegteial
estate, rests exclusively with the Management Baattrequires approval by the General Meeting.

The Management Board is composed of 2 (two) toe¥eis) members appointed by the Supervisory
Board, including President, Vice-President and mensilof the Management Board. The Supervisory
Board may appoint any nhumber of Vice-President® Wlanagement Board members are appointed
by the Supervisory Board for a joint three-yeamef office. Each Management Board member may
individually incur a liability or dispose of a rigiior up to the equivalent of PLN 200,000.00 (two
hundred thousand). Incurring a liability or disposa a right in excess of the equivalent of PLN
200,000.00 (two hundred thousand) requires two Igameent Board members acting jointly or a
Management Board member acting jointly with a comuiaé proxy. The Management Board acts in
accordance with its Rules of Procedure, approvedhbySupervisory Board at the request of the
Management Board.

When formulating strategic objectives and settingent tasks, the Management Board was primarily
guided by the Company's best interest and the gioms of law, while also protecting the interedts o
shareholders, employees and creditors.

In order to ensure the clarity and efficiency oé ttnanagement system, the Management Board
observed the rules of professional conduct withalimits of reasonable economic risk, using a wide
range of information, opinions and analyses avhilab

The Supervisory Board decides on the remunerafitheomembers of the Management Board based
on clearly defined procedures. The remuneratiorséving as members of the Management Board
was granted taking into account the economic resatthieved on the basis of competence and
responsibility of the individual members of the Bbahe amount of remuneration payable to the
Management Board members was defined in resolutalopted by the Company’s Supervisory

Board on February 1st 2007, April 28th 2008 andudan 12th 2012.Remuneration paid to the

members of the Management Board did not vary froelével of remuneration paid to members of

management boards at electromechanical industrypaoies of comparable size.

Supervisory Board

Composition of the Supervisory Board

The Supervisory Board is composed of five to semembers.
In 2012, the composition of the Supervisory Boaesas follows:

Andrzej Zawistowski — Chairman of the SupervisogaBl (since May 28th 2012)
Henryk Pilarski — Deputy Chairman of the Superwd8oard

Jeffrey Boswell — member of the Supervisory Board

Artur Rusiecki- member of the Supervisory Bodraohtil May 17th 2012)

James A.Goltz — member of the Supervisory BoarttésMay 28th 2012)

Piotr Kula — member of the Supervisory Board (uB&ptember 1st 2012)

Piotr Kowalewski — member of the Supervisory Bo@natil November 28th 2012)
Mariusz Czaplicki — member of the Supervisory Boanatil November 28th 2012)
Zbigniew Roga — member of the Supervisory Board (since Nover28én 2012)
Gutmann Habig — member of the Supervisory BoarttésNovember 28th 2012)

On May 25th 2012, the SECO/WARWICK Management Boaas notified of Mr Artur Rusiecki's

decision to resign as member of the SECO/WARWICKeBusory Board, with effect as of May 17th
2012. The resignation was due to important pers@aedons. See Current Report No. 15/2012.
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On May 28th 2012, the Annual General Meeting of SBEARWICK S.A., by virtue of Resolution
No. 40, appointed Mr Andrzej Zawistowski to sergeneember of the Company’s Supervisory Board.
See Current Report No. 17/2012.

On May 28th 2012, the Annual General Meeting of SBEARWICK S.A., by virtue of Resolution
No. 34, appointed Mr James A. Goltz to serve as negrof the Company’s Supervisory Board. See
Current Report No. 17/2012.

In Current Report No. 25/2012 of September 3rd 2@h@ SECO/WARWICK Management Board
reported on Mr Piotr Kula’'s resignation as membérthe Company’s Supervisory Board. The
resignation followed from Mr Piotr Kula's appointmigas of September 1st 2012, as Deputy Dean of
the LO0d: University of Technology.

On November 28th 2012, the Extraordinary Generattig of SECO/WARWICK S.A., by virtue of
Resolution No. 6, removed from office Mr Piotr Kdesski, who served as member of the
Company’s Supervisory Board. See Current Report382012.

On November 28th 2012, the Extraordinary Generattvg of SECO/WARWICK S.A., by virtue of
Resolution No. 7, removed from office Mr Mariusz apficki, who served as member of the
Company’s Supervisory Board. See Current Report38£2012.

On November 28th 2012, the Extraordinary Generattvig of SECO/WARWICK S.A., by virtue of
Resolution No. 8, appointed Mr Zbigniew Ragd serve as member of the Company’s Supervisory
Board. See Current Report No. 36/2012.

On November 28th 2012, the Extraordinary Generattmg of SECO/WARWICK S.A., by virtue of
Resolution No. 9, appointed Dr Gutmann Habig tovesexrs member of the Company’s Supervisory
Board. See Current Report No. 36/2012.

On November 28th 2012, the Extraordinary GenerattiMg of SECO/WARWICK S.A., by virtue of
Resolution No. 10, appointed Mr Witold Klinowski serve as member of the Company’s Supervisory
Board as of January 1st 2013. See Current Repor3®ia012.

After the end of 2012 and until the date of releafsthis Report, the composition of the Company’s
Supervisory Board was as follows:

Andrzej Zawistowski — Chairman of the SupervisogaBl
Henryk Pilarski — Deputy Chairman of the SuperwsBoard
Jeffrey Boswell — member of the Supervisory Board
James A.Goltz — member of the Supervisory Board
Zbigniew Rogé — member of the Supervisory Board
Gutmann Habig — member of the Supervisory Board
Witold Klinowski — member of the Supervisory Board

Operation of the Supervisory Board

The Supervisory Board of SECO/WARWICK S.A. operaieder the regulations of the Commercial
Companies Code, the Rules of Procedure for ther@ispey Board, approved by the General Meeting
and available to the public, and in accordance wlith Code of Best Practice for WSE-Listed
Companies. The Rules of Procedure for the Supewiddoard stipulate the division of
responsibilities, tasks and authority among the bem

The Supervisory Board of SECO/WARWICK S.A. adoptsalutions and issues opinions on the
matters falling within its exclusive scope of corgree under the provisions of the Articles of
Association, and in a manner provided for in théddas of Association and applicable laws.
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The Supervisory Board complied with the requiremanbaving at least two independent members,
meeting the independence criteria specified indbmpany's Articles of Association.

In 2012, the Supervisory Board meetings were held cegular basis, and were attended by members
of the Management Board, who provided the Supernyidoard with reliable and complete
information on material issues relating to the atien of the Company. The Supervisory Board held
six meetings, at which resolutions were adopteth wespect to the matters included in the meeting
agendas. The resolutions were sent to the memlbdte cSupervisory Board in the notices of the
meetings. In order to ensure an efficient perforreanf its functions, if required the Supervisory
Board, acting at the request of the Management Badopted resolutions by circulation, without
holding a meeting.

Provision of any benefits by the Company or relgiadies to members of the Management Board
was approved by virtue of a resolution adopted byagrity of members of the Supervisory Board.

The General Meeting decides on the remuneratidgheofnembers of the Supervisory Board based on
clearly defined procedures. The remuneration fovisg as members of the Supervisory Board was
granted taking into account the economic resulteiexed on the basis of competence and
responsibility of the individual members of the 8oyisory Board Remuneration paid to the members
of the Supervisory Board did not vary from the leveremuneration paid to members of supervisory
boards at electromechanical industry companieswiparable size. Throughout 2012, members of the
Supervisory Board informed the Company's ManagerBeard of their acquisition or disposal of
SECO/WARWICK S.A. shares.

In 2012, in its work the Supervisory Board focupeidharily on the matters material to the Company's
operations.

Within its powers to define the development stratiey the Company, the Supervisory Board made a
number of analyses of the directions for long-tgnmwth of the SECO/WARWICK S.A. Group in the
context of the changes taking place in the marKemanufacturers of heat treatment furnaces,
including technological changes and growing contiogti

The Supervisory Board, within its powers to supgvihe Company's and the Group's operations,
conducted an analysis and carried out periodic evevi of the financial statements of
SECO/WARWICK S.A. and the Group. The reports on@uwenpany's operations were also analysed
and evaluated.

The Supervisory Board will provide the Annual GerleMeeting with an assessment of the
Company's situation, including an assessment osyiseem for internal control and management of
risk material to the Company, as well as evaluatbrthe operation of the Supervisory Board,
prepared in accordance with the Best Practice®/fBE-listed companies.

Committees of the Supervisory Board

In 2012, an Audit Committee operated within the Sujsory Board. In the reporting period the Audit
Committee operated through meetings convened byCtierman of the Committee and by using
means of remote communication (electronic mail)e Budit Committee also took part in regular
meetings of the Supervisory Board prior to the jmalblon of quarterly financial statements. In 2012,
as part of its activities the Audit Committee beeafamiliar with the preliminary results of
SECO/WARWICK S.A. and the SECO/WARWICK Group for d@enber 2012 Members of the
Committee were in ongoing contact with the pers@sponsible at the Company for preparation of
financial statements. The Committee paid particattantion to compliance of the financial stateraent
with the applicable accountancy regulations. Then@ittee issued opinions on the budgets planned
for 2012, both for SECO/WARWICK S.A. and the SECRWICK Group. The Audit Committee
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conducted a review of the overall situation at Gwup companies and approved the individual
criteria for eligibility of particular persons tocguire subscription warrants as part of the
SECO/WARWICK S.A. Incentive Scheme. The Audit Cornteg also became familiar with the
current strategic activities carried out at the SEQW/ARWICK Group.

In 2012, the Audit Committee consisted of:
1. Henryk Pilarski

2. Piotr Kowalewski

3. Piotr Jerzy Kula

4. Artur Rusiecki

5. Mariusz Czaplicki

23.Court, arbitration and administrative proceedings

In 2012, the value of liabilities or receivables SECO/WARWICK S.A or the Group companies
disputed in any single or all pending court, agtibn or administrative proceedings did not exceed
10% of SECO/WARWICK S.A.’s equity.

24.External and internal factors relevant to the growh of the Group's business;
description of development prospects for the Grou operations in the period at
least until the end of the financial year immediatly following the financial year for
which the financial statements contained in the aruml report were prepared,
including elements of the Group’s market strategy

External factors:

« The Group's financial performance will be drivenadarge extent on the macroeconomic
conditions prevailing on the markets where the Groompanies operate or which they plan
to enter. The rate of the Group's growth will depem the key economic indicators as
recorded on the markets where it is present, sschthe demand for capital goods, GDP
growth rate, inflation rate, unemployment rate apital expenditure.

* The achievement of the Group's strategic objectivey be hindered by competition. If
competitive pressures intensify, especially in Asmarkets, they may adversely affect the
Group’s ability to meet its planned financial resul

« Foreign exchange rates, particularly the EUR/PLMke,raare a significant factor for the
development of the Group's business. However, tlo@i@actively mitigates its currency risk
by adjusting the reference rates used for equiproaiculations, hedging transactions on the
futures market, and settling purchases in EUR dbUS

Internal factors:

« The achievement of the financial targets set by @neup depends on its ability to retain
highly-skilled professionals in managerial and spést positions at the Parent, that is
SECO/WARWICK S.A. In the sector where the Parerdrafes, as in many other sectors of
the Polish economy, remuneration of highly quadifstaff is lower compared with other EU
countries, which may encourage employees to seplogment abroad. The Parent is actively
trying to mitigate this risk by implementing sucleasures as a share-based incentive scheme
or a financial assistance programme designed tp fie&nce the costs of university and
specialist courses. Retention of the highly-quedifistaff in the mid- and long-term
perspective may result in an increase in employngests, which in turn may reduce the
profitability of the Group's business.

The SECO/WARWICK Group is aware of benefits to bevkd from the development of the vacuum
carburising technology. The technology continueséoresearched and developed by the Group's
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personnel. It is also consulted as part of a cadjmer project with academic partners from the legdi
academic centres in Poland. The research work ipeefib has helped the Group to win many contracts
related to this technology across the world. Tharegects can now serve as valuable credentials when
next bids are submitted by the Group companies.dBwvelopment of the aluminium heat exchanger
brazing technology for the air conditioning andrigafration industries is also considered a prorgisin
application by the Group. The Group intends to oot its efforts to intensify the development work
on improving new systems. Considering that the ahwalue of the market of new systems for the air
conditioning industry is estimated by the Groumstmuch as approximately USD 100m, it is a very
attractive direction of development for the Grokprthermore, the Group plans to take advantage of
the high growth potential of the Russian markeekpand its sales of aluminium heat treatment
systems.

25. Major achievements in research and development

In 2012, the Research and Development divisionhef SECO/WARWICK Group worked on the
following projects:

« Development of the FineCarb® technology and testirigthe carburising process
simulator (in cooperation with LddJniversity of Technology).

Successful installation of vacuum carburising systevith process simulators (SimvaC)
by ten new customers (from the U.S., the Czech Blepulndia, Poland, Russia,
Germany, Denmark, Italy and the Philippines), whonfemed the accuracy of
simulations and technological results.
Research and development of vacuum carburisingegtoes for new types of steel (tool
steel).

e Technological tests and development of FineLPN wacuitriding.

« National Centre for Research and Development'septopn quenching deformation
control.

e Design and launch of construction of a supercormtuctat treatment furnace for the
international thermonuclear power reactor projecER).

Over the same period, the representatives of theus Research and Development division
participated in a number of conferences, seminadlsradustry exhibitions.

In 2012, the Group took steps to actively promtgedchnological and engineering achievements at
international seminars, conferences and indusirg.f¥embers of the R&D team wrote papers and
prepared presentations, and took part in the faligwevents:

« SimTech Conference, May 17th—18th 2012, Singapore

e Seco/Warwick Conference, May 24th 2012, PragueCttech Republic

« International Federation of Heat Treatment, Septribth—12th 2012, Chicago, USA
* Furnace North America, October 2nd—4th 2012, NdshwSA

e Korean Society of Heat Treatment, November 9th 28&»ul, Korea

« Vacuum Heat Treatment and Heat Treatment of ToWlsyember 27th—28th 2011,
Jihlava, the Czech Republic

The Group successfully organised the 15th “Newatiivas in heat treatment” seminar, which is an
annual industry event in Poland. The seminar wisdre September 20th—21st 2012 at the conference
centre in Lagoéw (Poland). The event was attendedviey 100 guests, including customers and trade
and research partners. The participants gave twbbmatic lectures and took part in two workshops
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on carburising and nitriding technologies. The ipgrants praised the seminar for its high quality,
both in terms of content and form.

26. Environmental matters

Given the scale and type of its operations, the GECARWICK Group is subject to environmental
protection regulations in different jurisdictions.

The SECO/WARWICK Group’s activities conducted i tRepublic of Poland are governed mainly
by the requirements defined in the following laws:

1. Polish Environmental Protection Law of April 27t (consolidated text: Dz.U. of
2006, No. 129, item 902),

2. Polish Water Law of July 18th 2001 (consolidatext:t®z. U. of 2005, No. 239, item
2019), and

3. the Waste Act of April 27th 2001 (consolidated téxt. U. of 2007, No. 39, item 251).

In 2012, SECO/WARWICK S.A. and SECO/WARWICK EUROBEA. used the natural environment
in the course of its production and trade operatimnaccordance with the applicable law and were
charged with no penalties.

The companies hold all relevant permits for wasteegation and release of gas and dust into the air.
SECO/WARWICK S.A’s permits expire on November 288021, while in the case of
SECO/WARWICK EUROPE S.A. the permit for waste geien expires on October 31st 2018 and
the permit for release of gas and dust into theesrains valid until January 5th 2023. The companie
maintain registers of generated waste. They alsowdgd waste collection agreements with specialist
companies which handle waste disposal, recyclirg teeatment. All such companies hold relevant
permits.

All fees due for the use of natural environment eveansferred to the dedicated account of the
Marshall Office of the Province of Zielona Goradr@dw Wielkopolski in a timely manner. Similarly,
the summary of information on the scope of nateralironment use was submitted to the Marshall
Office of the Province of Zielona Goéra / Gorzéw Wapolski by the prescribed date.

SECO/WARWICK Corp. and Retech Systems LLC are rtged to obtain any environmental
permits. The companies comply with environmentaitgetion regulations applicable in the United
States and submit waste disposal reports to religudatic administration authorities.

In connection with the scope of their activitieghin the Group, SECO/WARWICK Retech Thermal
Equipment Manufacturing (Tianjin) Co. Ltd., Alligdonsulting Engineers Pvt. Ltd Mumbai (India),
SECO/WARWICK GmbH and OO0 SECO/WARWICK Group do iaive to obtain any special
environmental permits, and the norms applicablaimrespect have no bearing on the companies’ use
of property, plant and equipment.

While observing applicable regulations prescribeg law or by administrative bodies, the
SECO/WARWICK Group strives to ensure that neittigroperations nor its products, have negative
environmental impact. To this end, the Group maéisteand upgrades its production plants in
accordance with technical guidelines, in particule equipment used for production, accumulation
and safe storage of hazardous waste, and condestsarch activities aimed at mitigating
environmental impacts of the process lines andaftes it produces. As a rule, the SECO/WARWICK
Group companies meet the requirements set in thieoemental permits and fulfil relevant disclosure
requirements.

In view of the above, the Company is not aware of grounds for proceedings to be instigated
against the Company or any other SECO/WARWICK Gragmpany based on environmental
protection regulations. Furthermore, to the beghefGroup’s knowledge, no proceedings related to
environmental protection are underway or have hastituted against the Company or any other
Group company. The SECO/WARWICK Group is not awafeany obligations which may be
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imposed on the Company or any other SECO/WARWICKUpr company in connection with
environmental protection regulations.

27.Workforce

For more information on the workforce of SECO/WARW S.A., see Note 33 to the Consolidated
Financial Statements of the SECO/WARWICK Group.

28. Structure of assets and liabilities in the consolated statement of financial position,
including from the perspective of the Group’s liqudity

For information on the structure of assets andillisds in the consolidated statement of financial
position, including from the perspective of the SEWARWICK Group’s liquidity, as well as key
financial and economic data and indicators, seé@et0 of this Report.

29. Material off-balance sheet items by counterparty, gbject matter and value

For material off-balance sheet items by counteyparbject matter and value, see Section 16 of this
Report.

30. Structure of key capital placements and equity invetments made within the Group
in the financial year

In 2012, the SECO/WARWICK Group made the followetuity investments within the Group:

OOO SCT (Solnechnogorskiy Centr TermoobrabotkylRo$sia was registered on August 17th 2012.
The company’s business consists in the provisionmetal heat treatment services in Russia.
SECO/WARWICK S.A holds 50% of the shares in the pany, while a Russian partner holds the
remaining shares.

In December 2012, SECO/WARWICK S.A. acquired thenaming 49% of SECO/WARWICK
GmbH shares held by the German partner. At preSECO/WARWICK S.A. holds 100% of shares
in SECO/WARWICK GmbH.

In December 2012, SECO/WARWICK Service GmbH of Gamgnjoined the SECO/WARWICK
Group. SECO/WARWICK Service GmbH is an indirect sdiary owned through
SECO/WARWICK GmbH, which holds a 100% interest BEC®/WARWICK Service GmbH.

In 2012, SECO/WARWICK S.A. and SECO/WARWICK EURORInched the “TALENT 2012”
Programme. The Programme, which spans some 18 mjasthddressed to experts (specialists and
designers) and managers. The aim behind the piisjgztdevelop the potential of employees working
at SECO/WARWICK S.A. and SECO/WARWICK Europe, sa@grovide them with skills required

to assume key positions and efficiently implemém €Company’s strategic plans. “TALENT 2012”
creates new opportunities of professional advanoerf@ exceptionally talented employees. The
Programme’s other advantage is that it enablesirtiementation of innovative projects and
solutions designed to enhance efficiency in difiefgusiness segments. At the same time, investment
in the internal management and specialist resowideallow the companies to better plan strategies
and expansion on the global markets. The projegtpnave to be a great organisational, motivational
and financial success.

In 2012, the SECO/WARWICK Group did not make andiggplacements.
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31.Major events which had a material impact on the opetions and financial
performance of the Group in the financial year or which may have a material impact
on the operations and performance of the Group inte following years

Major events with a material bearing on the Companis business which occurred after the end
of the financial year:

On January 3rd 2013, in Current Report No. 01/2013 SECO/WARWICK Management Board
reported on the acquisition of shares in a suhsidi@n December 18th 2012, the Extraordinary
General Meeting of SECO/WARWICK EUROPE S.A.S&iebodzin, a wholly-owned subsidiary of
SECO/WARWICK S.A., adopted Resolution No. 1/2012 a@hare capital increase at
SECO/WARWICK EUROPE S.A. through the issue of nexi¢s B ordinary registered shares, which
were offered to SECO/WARWICK S.A. in a private matent in exchange for a non-cash
contribution (the “Contribution”). Pursuant to tResolution, the share capital of SECO/WARWICK
EUROPE S.A. was increased. On January 2nd 201308EERWICK EUROPE S.A. submitted to
SECO/WARWICK S.A. an invitation to acquire the NeBhares. The Company accepted the
invitation and executed with SECO/WARWICK EUROPEAS.a share purchase agreement
concerning the New Shares. Under the Share Puréfgisement, SECO/WARWICK S.A. acquired
the New Shares for a total issue price of PLN 82,@10 in exchange for the Contribution.

On January 3rd 2013, in Current Report No. 02/2B&3Management Board of SECO/WARWICK
S.A. reported of the disposal of an organised pathe Company’s business to a subsidiary as a
contribution to cover the subsidiary’s new issuareh. An agreement was executed for the disposal of
an organised part of business of SECO/WARWICK Sémprising tangible and intangible assets
used in manufacturing and distribution activitidmbilities related to the manufacturing and
distribution activities, and the Company’s emplayé®volved in the manufacturing and distribution
activities, to be effected through contributiontieé organised part of business to a subsidiarhef t
SECO/WARWICK Group, i.e. SECO/WARWICK EUROPE S.AS(bsidiary”) of Swiebodzin, in
exchange for shares in the increased share capitaé Subsidiary. The transfer of the organised pa
of business was a part of the Group’s New Growtht&gy presented in Current Report No. 28/2012.
The disposal will allow the Group to consolidats Polish operations within a single entity,
SECO/WARWICK EUROPE S.A. The Parent (SECO/WARWICHKA$ will focus on the strategic
and financial management of the SECO/WARWICK GroBRCO/WARWICK S.A., acting as the
holding company, will exercise corporate supervisamd provide strategic management services to
the subsidiaries of the SECO/WARWICK Group.

On March 22nd 2013, in Current Report No. 04/2013 Management Board of SECO/WARWICK
S.A. reported that the Company and shareholdenzitadter jointly referred to as the “Selling
Shareholders”) of Seco/Warwick Allied Private Liedtof Maharashtra, India (“SWAPL"), in which
the Company holds a 50% interest, representing 60®WAPL’s equity and carrying the right to
50% of the total vote at the General Meeting of S Aentered into a conditional agreement on
purchase by the Company of [27,339] SWAPL sharegresenting 25% of SWAPL's equity and
carrying the right to 25% of the total vote at i@eneral Meeting (the “Sale Shares”) (the
“Agreement”). Pursuant to the Agreement, the adtipisof Sale Shares by the Company depends on
fulfilment - to the Company’s satisfaction - of t@n conditions precedent, listed in the Current
Report. Under the Agreement, the total sellingefar the Sale Shares is 161,000,000 Indian rupees
(PLN 9,590,609, translated at the mid-exchangeqatted by the National Bank of Poland for March
22nd 2013) (the “Selling Price”), and the totalliagl Price is to be paid by the Company in three
instalments, upon fulfilment of conditions precedeneach payment.

On March 25th 2013, in Current Report No. 05/2018 Management Board of Seco/Warwick S.A.
with registered office irSwiebodzin, at ul. Sobieskiego 8, (the “Company&parted that on March
25th 2013 the conditions precedent were fulfilled furchase of 9,090 Sale Shares and payment of
the first instalment of the Selling Price of 53,5280 Indian rupees (PLN [3,156,996], translatethat
mid-exchange rate quoted by the National Bank d&mbfor March 25th 2013), as defined in the
agreement for purchase of shares in Seco/WarwidledAPrivate Limited of Maharashtra, India
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(“SWAPL"), made between the Company and SWAPL dhalders. Following the acquisition of
9,090 Sale Shares, the Company will hold 63,765eshaepresenting 58.3% of the SWAPL's equity
and carrying the right to 58.3% of the total vat¢he General Meeting of SWAPL.

For details of events subsequent to the balancet-siete, see current reports available on the
corporate website at:

www.secowarwick.com

32.Description of the policy on the development direabns for the Group
Key objectives of the Group's hew developmentagyatntil 2016
1. Mission

SECO/WARWICK is a global provider of industrial égionent and advanced metal heat treatment
technologies. Thanks to their innovativeness andfacoity with modern industrial processes, our
products offer customers competitive advantagermproduction process.

2. Company value growth

A three-fold growth in SECO/WARWICK's business,fraevenue of ca. PLN 370m in 2011 to ca.
PLN 1bn in 2016, and an increase in net margirat@#b.

3. Changes in organisational structure

Implementation of organisational changes wherebYC@GEVARWICK is to become a global
industrial group with its management centreSimiebodzin, Poland. The function of the holding
company with a staff of between ten to twenty eippés will be, apart from its natural governance
function, to manage the gradual implementationhaf best technologies and the transfer of best
practices between the regional companies. In aaetreamline the organisational structure, as of
January 1st 2013 the operating activities in Polamtl be consolidated in one company
SECO/WARWICK Europe, which will be an operating tenfor the European region and, at the
same time, a model enterprise for other compaBi@gings generated as a result of the spinningfoff o
operating activities from SECO/WARWICK S.A. to SEQQARWICK Europe S.A. are estimated at
ca. PLN 5.25m from 2013, with an additional PLNM.Bom 2014.

4. Investment

The Group's organic growth will be supported bywgtothrough acquisitions. The Management
Board plans to incur capital expenditure of PLN5@0n in 2012-2013.

5. Financing structure, dividend distributions

- A secure financing structure planned to be maiath with low debt facilitating flexible responte
market changes;

- Investment programmes to be financed with intéymenerated cash flows;

- Effective control over SUBs — implementation obygstem to effectively expatriate profits to the
holding company;

- Dividend policy from 2013 onwards — upon compmati of intensive investment efforts,
recommendation to pay out >50% of net profit;

6. Macroeconomic assumptions

- In the Group's markets, including emerging mazkekpected improvement in the GDP growth rate;
over the next two years the growth rate is expetiedturn to its pre-crisis level; China and Indid
remain growth leaders;

39



o /’////
HEAT TREATMENT EQUIPMENT //

- Foreign exchange rates of the currency pairvaeketo SECO/WARWICK's business are expected
to stabilise within the following ranges: EUR/USD25-1.35; EUR/PLN: 3.8-4.2; and as the product
of the two preceding rates - USD/PLN: 2.8-3.4.

33.Information on:

a) the date of the agreement concluded by the Compamith a qualified auditor of
financial statements for an audit or review of finacial statements or consolidated
financial statements, and the term of such agreemgn

b) the remuneration payable or paid to the qualified aditor of financial statements
for the financial year, separately for:

= audit of the annual financial statements

» other attestation services, including a review dinancial statements,
* tax advisory services,

» other services,

c) information specified in item b) above should alsde disclosed for the previous
financial year

Under Par. 29.1.6 of the Company’s Articles of Asation, which grants the Supervisory Board the
power to select the qualified auditor, the Compan$upervisory Board adopted resolution No.
11/2011 on selection of PKF Audyt Sp. z o0.0. of ¥dar as the auditor of the financial statements of
SECO/WARWICK S.A. and the consolidated financiatsments of the SECO/WARWICK Group
for 2011 and 2012.

Under Par. 29.1.6 of the Company’s Articles of Asation, which grants the Supervisory Board the
power to select the qualified auditor, the Compangupervisory Board adopted resolution No.
11/2011 on selection of PKF Audyt Sp. z 0.0. of ¥éav to review the semi-annual financial
statements of SECO/WARWICK S.A. and the semi-anmoaisolidated financial statements of the
SECO/WARWICK Group for 2011 and 2012.

The agreement with the auditor was executed on litle 2011. PKF Audyt Sp. z o.0., with
registered office at ul. Orzycka 6 (suite 1B), Vavsis entered in the list of qualified auditors of
financial statements under Reg. No. 548.

PKF Audyt Sp. z o.0. is also the auditor of for SEGARWICK EUROPE S.A. (formerly
SECO/WARWICK ThermAL S.A)).

The audit of the annual separate financial statésnand the review of the semi-annual separate
financial statements of SECO/WARWICK Corporatiorrgvperformed by Parente Beard LLC.

At Retech Systems LLC, the annual separate finhstaements were audited and the semi-annual
separate financial statements were reviewed byeM§ll Associates.

Zhongxingcai Guanghua CPAs Co., Ltd. audited thauah separate financial statements and
reviewed the semi-annual separate financial statesyed SECO/WARWICK Retech.

The table below presents the total remuneratighefuditors for 2012 and 2011.

Table: Total remuneration of the auditors for 2012 ad 2011

Remuneration | Remuneration
: for 2012 for 2011
Service PLN '000 PLN '000
Audit of annual financial statements 393 526
Other attestation services, including a reviewimdificial statements 218 182
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Tax advisory services 156 120
Other services 111 36
Date: April 26th 2013
Pawel Wyrzykowski Wojciech Modrzyk Jarostaw Taldeza

President of the Management Board
Board

Vice-President of the Management

Vice-President of the
Management Board
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