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1. General information

Information on the SECO/WARWICK Group

The parent of the SECO/WARWICK Group (“Group”, “SBGVARWICK Group”) is
SECO/WARWICK Spétka Akcyjna ofSwiebodzin (“Issuer”, “ Company”). The Company was
incorporated on January 2nd 2007 by virtue of theision issued by District Court for Zielona Goéra,
VIIl Commercial Division of the National Court Resger, and entered in the Register of Entrepreneurs
of the National Court Register under No. KRS 000@Z2A.

The Group's manufactures five main product categori
e vacuum furnaces,
» aluminium heat exchanger brazing systems,
e aluminium heat treatment systems,
* atmosphere furnaces,
» metallurgy equipment used for melting and vacuustieg of metals and specialty alloys.

The SECO/WARWICK Group’s operations are dividedifive business segments corresponding to
the product groups:

e vacuum furnaces (Vacuum),

» aluminium heat exchanger brazing systems (Conttdikenosphere Brazing),
e aluminium heat treatment systems (Aluminium Progess

e atmosphere furnaces (Thermal),

* metallurgy equipment used for melting and vacuustieg of metals and specialty alloys
(Melting Furnaces).

SECO/WARWICK S.A. is the parent of the following subsidiaries:

« SECO/WARWICK ThermAL S.A. (formerly: Lubuskie Zakblp Termotechniczne
Elterma S.A)),

e SECO/WARWICK Corporation,
¢ 00O SECO/WARWICK Group Moscow,
¢ Retech Systems LLC,
¢ SECO/WARWICK Retech Thermal Equipment ManufacturTignjin Co., Ltd.,
»  SECO/WARWICK GmbH.
Other Group companies are:
 SECO/WARWICK of Delaware Inc.,
¢ Retech Tianjin Holdings LLC,
e  SECO/WARWICK Allied Pvt., Ltd. (Mumbai) India.
The companies are described in the table below.
Structure of the Group as at March 31st 2012
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As at March 31st 2012, the structure of the SECO/WRWICK Group was as follows:

Method of Group's
Registered . . consolidation / :
Company g Business profile , ownership
office valuation of interest
equity holding
Parent
Manufacture of vacuum furnaces,
SECO/WARWICK Swiebodzin aluminium heat ex_cr_\anger brazing N/A N/A
S.A systems and aluminium heat
treatment systems
Direct and indirect subsidiaries
SECO/WARWICK | ¢ . . Manufacture of metal heat treatme o
ThermAL S.A. (1) Swiebodzin equipment rEu” 100%
SECO/WARWICK | Meadville Manufacture of metal heat treatmg ri._t
. ull 100%
Corp. (USA) equipment
Management of holding companie;
I registration of trademarks and
Snggé \\:VVQEVYASTZ }/l\ﬁllsnx)ngton patents, and granting licences for | Full 100%
' use of the trademarks and patentq by
SECO/WARWICK Corp.
000 Moscow Distribution of the
SECO/WARWICK - SECO/WARWICK Group’s Full 100%
(Russia)
Group Moscow products
Trade and services; manufacture ¢f
Retech Systems Ukiah metallurgy equipment used for Full 100%
LLC (3) (USA) melting and vacuum casting of 0
metals and specialty alloys
SECO/WARWICK
Retech Thermal Manufacture of metal heat treatmgnt
Equipment Tianjin (China) | equipment Full 90%
Manufacturing
Tianjin Co., Ltd. (4)
Retech Tianjin . : o
Holdings LLC (5) (USA) Management of holding companies  Full 80%
SECO/WARWICK | Mumbai Manufacture of metal heat treatmerE Uit 500
Allied Pvt., Ltd. (6) | (India) equipment quity °
Intermediation in the sale of
furnaces manufactured by
SECO/WARWICK S.A. and
SECO/WARWICK | Stuttgart, SECO/WARWICK ThermAL S.A., Full 5104
GmbH (7) Germany and provision of technical assistarjce 0
to customers in Germany, Austria,
the Netherlands, Liechtenstein an
Slovenia.

Yon January 5th 2011, by virtue of Resolution Nonlamending the company’s Articles of Associatidre, Extraordinary
General Meeting of Lubuskie Zaktady TermotechniczB#erma S.A., a subsidiary, renamed the company as
SECO/WARWICK ThermAL S.A.

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

® On November 16th 2010, SECO/WARWICK S.A. and James@ltz, a co-owner of Retech Systems LLC (USA),
executed an agreement concerning acquisition by $BBAWICK S.A. of a 50% equity interest in Retech &yss LLC.
As a result of the transaction, SECO/WARWICK S.A. eamhold 100% of shares in Retech Systems LLC.
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“SECO/WARWICK Retech Thermal Equipment Manufacturingnjin Co., Ltd. of China. SECO/WARWICK Retech is a
joint venture of SECO/WARWICK S.A. and Retech Systdmh€. SECO/WARWICK S.A. directly holds a 50% and
indirectly a 40% interest in SECO/WARWICK Retech.

® Retech Tianjin Holdings LLC is an indirect subsidiaryned through Retech Systems LLC of USA, which hald80%
interest in Retech Tianjin Holdings LLC.

® The shares held by SECO/WARWICK S.A. represent 508 O/WARWICK Allied Pvt.’s share capital and contee
right to 50% of the total vote at the company’serahmeeting.

™ on August 9th 2011, SECO/WARWICK GmbH of Germanynga the SECO/WARWICK Group. SECO/WARWICK
S.A holds 51% of shares in the company, while an@erpartner holds a non-controlling interest.

Composition of the SECO/WARWICK Group as at the dae of release of these financial
statements

In the reporting period, Retech Systems LLC solD8o interest in Retech Tianjin Holdings LLC.
Following the transaction, SECO/WARWICK S.A. holda 90% ownership interest in
SECO/WARWICK Retech.

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

The SECO/WARWICK Group’s structure as at March 31st2012:

100% 50% 100% 100% 100% 50%

i h 4 v L L 4
SECOMARWICK Retech Systems 000 SECOMARWICK SECOMARWICK SECOMARWICK
ThermAL 5 A LLC (USA) Group (Rogja) Corp. (USA) Allied Pvt. Ltd.

a0% 51% 100%
} 1 L _ 1

SECOMARWICK Retech | 50%
Thermal Equipment
Manufacturing Tianjin

Co., Ltd.

Retech Tianjin SECOMARVWICK SECOMARVACK
Holdings LLC GmbH (Niemey) Delaware Inc. (USA)

2. Description of applied accounting policies, inalding methods of

measurement of assets, equity and liabilities, inage and expenses

The consolidated financial statements have begpaped based on a historical cost approach, except
with respect to financial derivatives, which areaswred at fair value through the statement of
comprehensive income (or in accordance with IAS 8@dge accounting is applied).

The consolidated financial statements are presemethe ztoty (“PLN”), and unless specified
otherwise, all the values are given in thousandaLi.

The accounting policies and calculation methodsliegpin the preparation of these financial
statements are consistent with those applied imib&t recent annual financial statements.

Presentation of financial statements



HEAT TREATMENT EQUIPMENT y

Presentation of the statement of financial position

In accordance with IAS 1 "Presentation of Financkthtements”, assets and liabilities are
presented in the statement of financial positionwasent and non-current.

In accordance with IFRS 5, non-current assets fmidsale are presented separately in the
statement of financial position.

Presentation of the statement of comprehensiveariaco

In accordance with IAS 1 "Presentation of financsthtements”, in the statement of
comprehensive income expenses are presented yofunc

Earnings per share

Net earnings per share for each period are detedby dividing net profit for the period by the
weighted average number of shares outstandingeirpéniod. The weighted average number of
shares accounts for the dilutive effect of theesslishares on the Warsaw Stock Exchange.

Intangible assets

As intangible assets the Group recognises suclsashéch are identifiable (they can be separated
or sold), are controlled by the entity and are higitrobable to bring future economic benefits to
the entity.

Intangible assets include mainly software and dgrakent expense, and are initially recognised at
cost, which includes purchase price, import dutied non-deductible taxes included in the price,
decreased by discounts and rebates and increasalll éxpenditure directly connected with the
preparation of the asset for its intended use.

In order to determine whether a self-created iritdagasset meets the recognition criteria for an
asset, the entity distinguishes two phases ingketarigination process:

- the research phase,

- the development phase.

All costs originating in the first phase are chargeectly to expenses of the period.

Components of intangible items created as a redultevelopment work are capitalised by the
Group only if the following criteria are met:

- itis certain that the intangible asset will lmenpleted,

- itis possible to demonstrate that the assebeamsed or sold,

- the expenditure incurred can be measured reliably

Goodwill arises on acquisition of a business amdesponds to the excess of the cost of a business
combination over the acquirer’s share in the failug of net identifiable assets, liabilities and
contingent liabilities. Following initial recognitn, goodwill is recognised at cost less cumulative
impairment losses. Goodwill is not amortised.

The table below summarises the Group’s accountitigips with respect to intangible assets:

Item Patents and licences Computer software
Useful life 5-10 years 5-15 years
Amortised throughout the . . . .
Method used agreement term using the straig 1f§mort|sed using the straight-line
. method
line method
Origin Acquired Acquired

Review for impairment [ Annual assessment whether ther&nnual assessment whether there
recoverable value testing | are any indications of impairmentare any indications of impairmeri

—
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Property, plant and equipment

Property, plant and equipment are carried at casd tumulative depreciation and impairment

losses, if any.
Assets are depreciated with the straight-line ekt estimating the useful life of a given asset,
which is:
Buildings and structures from 10 to 40 years
Machinery and equipment from 5 to 30 years
Motor vehicles from 5 to 10 years
Other from 5 to 15 years

Non-current assets held under finance lease agrgsrhave been disclosed in the statement of
financial position equally with other non-curressats and are depreciated in the same way.

The initial values of non-current assets held urit@nce lease agreements and of the obligations
corresponding with such assets have been determain@uhounts equal to the discounted value of
future lease payments. Lease payments made ireffeeting period have been charged against
finance lease liabilities in an amount equal toghacipal instalment and the excess (the finance
charge) has been charged in full to finance expehtdee period.

Any gains and losses arising on a sale or liquitiaéire determined as the difference between the
income from the sale and the net value of the tHagissets, and are included in the statement of
comprehensive income.

The Group has adopted the rule that the residuaé\a tangible assets is always equal to “zero”.

Tangible assets under construction

Tangible assets under construction include expeardion property, plant and equipment and
intangible assets which are not yet fit for useibig highly probable that they will be completed.

Tangible assets under construction are presentdtkintatement of financial position at cost less
impairment. Tangible assets under constructiomate&lepreciated.

Investment property

The Group classifies as investment property alperty which is considered a source of income
(earns rentals) and/or is held for capital apptesia

Investment property is carried at cost less curivdatepreciation and impairment losses, if any.
Depreciation is charged over the estimated usiééubf the investment property, using the straight
line method. Land is not depreciated.

Financial assets and liabilities

Financial assetsinclude equity interests in related entities, tss¢ fair value through profit or
loss, hedging derivatives, loans and receivabldscash and cash equivalents.

Financial liabilities include borrowings and other debt instrumentsgiottypes of financing,
overdraft facilities, financial liabilities at faivalue through the statement of comprehensive
income, hedging derivatives, trade payables, li#dsl to suppliers of tangible assets, and lease
liabilities.

Except for investments in subsidiaries, jointly tohed entities and associates, which are carried
at cost in accordance with IAS 27 and IAS 28, foiahassets and liabilities are recognised and
measured in line with IAS 39 Financial InstrumeiRecognition and Measurement.

Recognition and measurement of financial assets
Upon initial recognition, financial assets are @used at fair value, which in the case of

investments not measured at fair value throughitpoofloss is increased by transaction costs
directly attributed to such assets.
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Receivables

Trade receivables are recognised and carried at@aenitially invoiced, less any impairment
losses on doubtful receivables. Impairment losseceivables are estimated when the collection
of the full amount of a receivable is no longerhable.

If the effect of the time value of money is matkrthe value of a receivable is determined by
discounting the projected future cash flows tortpeesent value using a discount rate that reflects
the current market estimates of the time value ofey. If the discount method has been applied,
any increase in the receivable amount with theggassf time is recognised as finance income.
Other receivables include in particular prepaymemsie in connection with planned purchases of
property, plant and equipment, intangible assetd mventories. As non-monetary assets,
prepayments are not discounted.

Cash and cash equivalents

Cash and cash equivalents are held mainly in cdiomewith the need to meet the Group’s current
demand for cash rather than for investment or @ingrgurposes.

Cash and cash equivalents include cash in bankuatgocash in hand, as well as all liquid
instruments which may immediately be converted gdsh of known amount and in the case of
which the risk of value changes is insignificant.

Recognition and measurement of financial liabilite

Liabilities under bank borrowings and other financial liabilities are initially regoised at fair
value and then carried at amortised cost usingftleetive interest rate method.

Transaction costs directly connected with acquisitor issue of a financial liability increase the
carrying amount of the liability, because uponiahitecognition the liability is recognised at the
fair value of amounts paid or received in exchafaethe liability. Thereafter, such costs are
amortised throughout the term of the liability,ngsthe effective interest rate method.

Hedge accounting

Hedge accounting recognises the offsetting effeatthe statement of comprehensive income of
changes in the fair value of hedging instrumentsthe hedged items.

There are three types of hedging relationships:

a) a fair value hedge: a hedge of the exposure togesaim the fair value of a recognised asset or
liability or an identified portion of such an asskability or highly probable future liability
that is attributable to a particular risk and coaiffiect the statement of comprehensive income;

b) a cash flow hedge: a hedge of the exposure tohiityain cash flows that is attributable to a
particular risk associated with a recognised asséability and could affect the statement of
comprehensive income;

c) a hedge of a net investment in a foreign opera®defined in IAS 21.

A hedging relationship qualifies for hedge accoumtif, and only if, all of the following

conditions are met:

a) The hedging relationship is formally designated dndumented, including the entity’s risk
management objective and strategy for entity thégle at the time when the hedge is
undertaken. The relevant documentation identifieshtedging instrument, the hedged item or
transaction, the nature of the hedged risk, as ashow the entity will assess the hedging
instrument’s effectiveness in offsetting the expeso changes in the fair value of the hedged
item or cash flows attributable to the hedged risk.

b) The hedge is expected to be highly effective irsattfng changes in the fair value or cash
flows attributable to the hedged risk, based ondheginally documented risk management
strategy pertaining to a given hedging relationship
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c) In the case of a cash flow hedge, the contemplatersaction to which the hedge relates is
highly probable and exposed to variability in cdklws, which may ultimately affect the
statement of comprehensive income.

d) The effectiveness of the hedge can be reliably oredsi.e. the fair value or cash flows of the
hedged item attributable to the hedged risk, atagahe fair value of the hedging instrument,
can be reliably measured.

e) The hedge is assessed on an ongoing basis andnohetdrto have been highly effective
throughout the financial reporting periods for whtbe hedge was designated.

Inventories

Inventories are measured at cost, using a weightetage cost formula. Any downward
adjustment of the value of inventories to the radtirgy price is made through recognition of
impairment losses. Furthermore, inventories thatskow-moving or which have become obsolete
or whose usability has become in any way limite®, mvalued as at the end of each financial
year. If the circumstances leading to a decreatieeivalue of inventories cease to apply, a reverse
adjustment is made, i.e. inventories are remeasiréetir pre-impairment value.

Impairment losses on inventories and stock-takiisgrdpancies are charged to cost of finished
goods sold.

Deferred income tax

In line with 1AS 12 "Income Taxes", deferred incotag is determined using the liability method
and recognised in the financial statements fortexthporary differences between the carrying
amounts of assets and liabilities and their taxies| as well as for any unused tax loss carry-
forwards. Deferred tax assets are recognised fopaeary differences to the extent it is probable
that the assets will be realised and that taxabtditpwill be available against which the
differences can be utilised. Unrecognised defetagdissets are reviewed as at each balance-sheet
date. Any previously unrecognised deferred taxtasme recognised to the extent it is probable
that there will be future taxable income againsicivhhe assets can be realised.

Deferred tax assets are recognised for all dedactibmporary differences arising from
investments in subsidiaries and associates orthyetextent it is probable that:

- the temporary differences will reverse in theei®eable future, and

- taxable profit will be available against whiclettemporary differences can be utilised.

In line with 1AS 12, deferred tax assets and lieib# are not discounted. Deferred income tax is
determined based on the tax rates that have beactegnor substantively enacted as at the
balance-sheet date.

Provisions

A provision is recognised when the Group has agmtesbligation (legal or constructive) as a
result of a past event and it is probable thatwtfiaw of resources embodying economic benefits
will be required to settle the obligation, and kalde estimate can be made of the amount of the
obligation. If the Group anticipates that the cdstswhich provisions have been made will be
recovered, e.g. under an insurance agreement,ugiyrecovery is recognised as a separate item
of assets, but only when it is practically certairoccur.

The cost related to a given provision is recognigeithe statement of comprehensive income net
of any recoveries. If the effect of the time vabhfanoney is material, the amount of a provision is
determined by discounting the projected future dashis to their present value, using a pre-tax
discount rate reflecting the current market es@saif the time value of money, as well as any risk
associated with a given obligation. If the discoomdthod has been applied, any increase in the
provision with the passage of time is chargedriarice expenses.
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The estimates of outcome and financial effect aterdchined by the judgement of the companies’
management, based on past experience of similagsactions and, in some cases, reports from
independent experts.

Provisions are reviewed at each balance-sheetddtadjusted to reflect the current best estimate.
If it is no longer probable that an outflow of restes embodying economic benefits will be
required to settle the obligation, the provisionegersed.

The Group creates the following provisions:

« provision for warranty repairs — on the basis ef listorical cost of warranty repairs;

» provision for unused holidays — in an amount edaivato the number of days of accrued
unused holidays multiplied by average gross daily; p

e provision for retirement benefits and length-ofvées awards — calculated by actuaries;
e provision for employee benefits — bonus paymemisries and wages;

e provision for probable costs related to the currémancial year which will only be
invoiced in the following year (accrued expens&@pending on the type of accrued
expenses, they are charged to costs of finisheddggawld, distribution costs or
administrative expenses;

® provision for a defined benefit plan. Fixed confitibns are paid to a separate entity (a
fund), as a consequence of which the actuarial (tist benefits will be lower than
expected) and investment risk (that assets investfidbe insufficient to meet the
expected benefits) are borne by the Group.

Assumptions underlying the estimates and the pimviamounts are reviewed as at each balance-
sheet date.

Prepayments and accrued income

In order to ensure the matching of revenues withted expenses, expenses relating to future
periods and deferred income are posted underitiabibf a given reporting period.

Accrued expenses

The Group recognises accrued expenses at probaliesvof current-period liabilities arising in
particular under:

e services provided to the Group by its businesspest where the liability can be reliably
estimated,

e up to the estimated contract revenue, advancesveeceinder construction contracts
reduce the receivables under settlement of lorng-temtracts.

Deferred and accrued income
Deferred/accrued income includes primarily govemimgrants intended to finance assets and
revenue, as well as any excess of estimated revetated to the stage of completion of a long-
term contract, in accordance with IAS 11, over axdes received.
Government grants are disclosed in the statemefinanhcial position at the amount of funds
received and then recognised as income over thedgsemecessary to match them with the related
costs they are intended to compensate, on a syttdoasgis. Government grants are not credited
directly to equity.
Accruals and deferrals settled over a period lotigen 12 months as from the balance-sheet date
are classified as non-current accruals and de$ervahereas those settled over a period of 12
months or shorter are classified as current aczarad deferrals.

10
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Functional currency and presentation currency

a) Functional currency and presentation currency

ltems of the financial statements are measuredhen durrency of the primary economic
environment in which the Company operates (“fumaiacurrency”). The financial statements are
presented in the Polish ztoty (PLN), which is tbhadtional currency and the presentation currency
of the Group.

b) Transactions and balances

Foreign currency transactions are translated imofiinctional currency using the exchange rates
prevailing at the dates of the transactions. Foreigchange gains and losses resulting from the
settlement of these transactions, as well as fratanice-sheet valuation of monetary assets and
liabilities expressed in foreign currencies, areogmised in the statement of comprehensive
income, unless they are taken to equity (when th&ify for recognition as cash flow hedges or
hedges of net investments).

Material judgements and estimates

In view of the fact that many items presented i tonsolidated financial statements cannot be
measured accurately, certain estimates need toduk nim the preparation of the consolidated
financial statements. The Management Board revisweh estimates taking into account the
changes in the factors on which such estimates baged, new information and past experience.

Depr eciation/amortisation charges
Depreciation/amortisation charges are determinsgédan the expected useful lives of property,
plant and equipment and intangible assets. The psreuwiews the useful lives of its assets
annually, on the basis of current estimates.

Depreciation/amortisation charges for assets used under finance lease agreements
Depreciation/amortisation charges for items of prop plant and equipment and intangible assets
used under finance lease agreements are detertmsed on their expected useful lives, which is
consistent with depreciation policy for assets #vatowned. Useful lives equal to agreement term
are not applied. The Group assumes that assetsindedlease agreements must be purchased.

Deferred tax assets
Deferred tax assets are recognised in respect whased tax losses to be deducted in the future to
the extent it is probable that taxable profit viné available which will enable these losses to be
utilised.

Provision for unused holidays
Provision for accrued employee holidays is deteeshibased on the number of days of accrued
unused holidays as at the end of the reportinggeri

Provision for old-age and disability retirement benefits
Old-age and disability retirement severance pagpaid to employees of the Group’s subsidiaries
operating under the Polish law in accordance withgrovisions of Art. 92 of the Polish Labour
Code, whereas at foreign companies such severaysegre paid in accordance with the local
labour laws. Actuarial valuation of non-current anrent benefits is performed as at the end of
each financial year.

Provision for warranty repairs
Provision for warranty repairs is calculated on blasis of the historical costs of manufacturing of
the equipment sold and of the warranty repairs nratlee previous years.

Long-term contracts
To account for long-term contracts, the Group apli the provisions of
IAS 11 "Construction Contracts". When the outcorh@ @onstruction contract can be estimated
reliably, the percentage of completion method isdug he stage of completion is determined by
reference to the contract costs incurred to dadettatotal costs planned to be incurred.

At the end of each reporting period, the Group magstimates regarding the outcome of each
contract. When it is probable that total contragsts will exceed total contract revenue, the
expected loss is immediately recognised in thestant of comprehensive income.

11
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The amount of such a loss is determined irrespectfvwhether or not work has commenced on
the contract, the stage of completion of contrativialy, or the amount of profits expected to arise
on other contracts which are not treated as siogtestruction contracts in accordance with IAS
11:9.
The Group applies the above rules to account fomaercial contracts related to the Group’s core
business whose performance terms exceed three snamthwhose total value is material from the
point of view of reliability of the financial stateents (revenue, expenses, and the financial result)
The Group accrues only documented revenue, i.entevwhich is guaranteed under the original
contract, adjusted to account for any subsequeahdments to the original contract (annexes), or
which constitutes any other revenue closely relatethe project. Any changes of the contract
revenue are taken into account if it is certaia. (@ contract or annexes to a contract have been
signed) or at least highly probable (i.e. annexea tontract or preliminary contracts have been
initialled) that the client will accept the amendrteeand the revenue amounts provided for in the
amendments, and such revenue can be reliably neghsur
The stage of completion of a contract is determingdeference to the contract costs actually
incurred in the reporting period and documentedfgyropriate accounting evidence, and the costs
of business partners not yet invoiced.
The revenue as at the end of the reporting pesodetermined based on the percentage of
completion of the contract, net of any revenue Wwhidfected the financial result in previous
reporting periods. Estimated contract revenue baltaible to the given reporting period is
recognised as revenue from sale of finished goodthé period, and disclosed under assets in the
statement of financial position as receivables usdttlement of long-term contracts.
Any excess of advances received under a contraat thve estimated revenue attributable to a
given reporting period is recognised under lialeitas prepaid deliveries. Up to the amount of the
estimated contract revenue, advances reduce thavabtes under settlement of long-term
contracts.
Any excess of invoiced revenue is recognised asraEf income.

Derivative financial instruments
Derivative financial instruments are remeasurethatend of each reporting period at their fair
value as determined by the bank.

Subijective judgement

Where a given transaction does not fall within #tepe of any standard or interpretation, the

Management Board relies on its subjective judgnterdetermine and apply accounting policies

which will ensure that the financial statementstaononly relevant and reliable information and

that they:

e give an accurate, clear and fair view of the Greupissets, its financial standing,
results of operations and cash flows,

 reflect the economic substance of transactions,

e are objective,

« conform with the principles of prudent valuation,

» are complete in all material respects.

Changes in accounting policies
Below are presented new standards and IFRIC irgtons which have been published by the
International Accounting Standards Board and afecg¥e for reporting periods beginning on or
after July 1st 2011.

> Amendments to IFRS 7 "Financial Instruments: Discleure — Transfers of Financial
Assets"

12
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The amendments introduce a requirement to maksctodure which is sufficient to enable
users of financial statements understand the oelship between transferred financial assets
that are not derecognised in their entirety andcagsociated liabilities, and evaluate the nature
of, and risks associated with, the entity’s contigunvolvement in derecognised financial
assets. The amended standard provides a definiti@@ontinuing involvement” to ensure
application of the disclosure requirements.

The application of said amendments did not affeet Group's financial position or operating
results.

New standards to be applied by the Group

Below are presented new standards and IFRIC irg&tons which have been published by the
International Accounting Standards Board but arteyrbeffective for the current reporting
period.

> IFRS 9 "Financial Instruments" — (effective for annual periods beginning on or aflenuary
1st 2013),

> Amendments to IAS 12 "Income Tax" — deferred tax— recovery of underlying assets
(effective for annual periods beginning on or aftenuary 1st 2012).

> IFRS 10 "Consolidated Financial Statements "(effective for annual periods beginning on or
after January 1st 2013),

> IFRS 11 "Joint Arrangements" (effective for annual periods beginning on or aftanuary 1st
2013)

> IFRS 12 "Disclosure of Interests in Other Entities" (effective for annual periods beginning
on or after January 1st 2013),

> IFRS 13 "Fair Value Measurement" (effective for annual periods beginning on or after
January 1st 2013),

> IAS 27 (revised 2011) "Separate Financial Statemesit" — (effective for annual periods
beginning on or after January 1st 2013),

> IAS 28 (revised 2011) "Investments in Associates and JoinMentures” (effective for annual
periods beginning on or after January 1st 2013),

> Amendments to IFRS 1 "First-Time Adoption of IFRS"- severe hyperinflation and
removal of fixed dates for first-time adopters (eféctive for annual periods beginning on or
after July 1st 2011),

> Amendments to IAS1 "Presentation of Financial Statements — Pregentaf Items of Other
Comprehensive Income" (effective for annual perioelginning on or after July 1st 2012),

»  Amendments to IAS 19'Employment Benefits" — adjustments to accounting for post-
employment benefits (effective for annual periodgibning on or after January 1st 2013).

> IFRIC 20 "Stripping Cost of the Production Phase ofa Surface Mine" — accounting for
costs of stripping activity in the production phagesurface mining (effective for annual
periods beginning on or after January 1st 2013),

The parent's Management Board does not expectbitve sstandards and interpretations to have
any significant effect on the accounting policigpleed by the Group, save for the need to make
certain additional or new disclosures. The Groum ithe process of analysing the consequences
and effects of applying these new standards aedgrgtations on its financial statements.

13
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3. Financial highlights

The table below presents average EUR/PLN exchaatge quoted by the National Bank of Poland for
the periods covered by these financial statemerttdg the historical financial information:

Financial year Mar 31 2012 Dec 31 2011 Mar 31 2011

Average exchange rate fo
the period*

=

4.1750 4.1401 3.9742

Exchange rate effective far

the last day of the period 4.1616 4.4168 4.0119

*) Average of the exchange rates effective for the last day of each month in the period.

Assets and equity and liabilities in the consokldatstatement of financial positionave been
translated using the EUR/PLN exchange rates qumtdtie National Bank of Poland for the last day
of the period.

ltems of the consolidated statement of comprehensigomeand consolidated statement of cash
flows have been translated using the exchange rateslatald as the arithmetic means of the
EUR/PLN mid market rates quoted by the NationallBaihPoland as effective for the last day of each
month in the reporting period.

The table below presents key items of the cons@dlatatement of financial position, statement of
comprehensive income and statement of cash flosedadied in the consolidated financial statements
and the comparative data, translated into the euro:

Financial highlights - consolidated

Q1 Q1
ltem Jan 1-Mar 31 Jan 1-Mar 31

2012 2011 2012 2011
| (PLN000) | (EUR'000) |
Revenue 109,502 70,689 26,228 17,787
Cost of sales -84,339 -56,189 -20,201 -14,138
Operating profit (loss) 8,885 347 2,128 87
Profit (loss) before tax 8,633 237 2,068 60
Profit (loss), net of tax 5,174 -513 1,239 -129
Net cash flows from operating activities 24,737 -10,143 5,925 -2,552
Net cash flows from investing activities -2,175 -1,412 521 -355
Net cash flows from financing activities -13,616) 9,281 -3,261 2,335
Mar 31 Dec 31 Mar31 Dec 31
2012 2011 2012 2011
Total assets 378,424 390,364 90,932 88,382
Total liabilities 148,942 159,032 35,790 36,006
including current liabilities 113,529 128,250 27,280 29,037
Equity 229,482 231,332 55,143 52,375
Share capital 3,652 3,652 878 827
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The table below presents key items of the sepasttiement of financial position, statement of
comprehensive income and statement of cash flosedadied in the separate financial statements and

the comparable data, translated into the euro:

Separate financial highlights

Q1 Jan 1-Mar 31 Jan 1C—2|\1/Iar 31
1= 2012 2011 2012 2011
(PLN ‘000) (EUR '000)
Revenue 27,909 23,897 6,685 6,013
Cost of sales -20,893 -18,127| -5,004 -4,561
Operating profit (loss) 976 -146 234 -37
Profit (loss) before tax 393 156 94 39
Profit (loss), net of tax -599 86 -144 22
Net cash flows from operating activities 23,811 -3,349 5,703 -843
Net cash flows from investing activities -2,410 642 577 161
Net cash flows from financing activities -8,109 1,288 -1,942 324
Mar 31 Dec 31 Mar 31 Dec 31
2012 2011 2012 2011
Total assets 229,538 226,541 55,156 51,291
Total liabilities 57,990 55,210 13,935 12,500
including current liabilities 44,457 40,958 10,683 9,273
Equity 171,548 171,332 41,222 38,791
Share capital 3,652 3,652 878 827
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INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD
JANUARY 1ST-MARCH 31ST 2012
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
(PLN '000)
Assets as at as at
Mar 31 2012 Dec 31 2011

NON-CURRENT ASSETS 151,448 160,853
Property, plant and equipment 50,887 52,979
Investment property 419 422
Goodwill 59,678 65,116
Intangible assets 13,983 14,091
Investments in associates 18,209 18,462
Available-for-sale financial assets 3 3
Deferred tax assets 8,269 9,780

CURRENT ASSETS 222,812 225,347
Inventories 32,402 26,034
Trade receivables 53,484 107,077
Income tax assets 1,196 1,311
Other current receivables 14,358 11,642
Prepaid expenses 5,054 2,171
Financial assets at fair value through profit 359 10
or loss
Cash and cash equivalents 28,981 20,285
Contract settlement 86,977 56,817

ASSETS HELD FOR SALE 4,164 4,164

TOTAL ASSETS 378,424 390,364

17
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: (A as at Mar 31 as at Dec 31
Equity and liabilities 2012 2011
EQUITY 229,482 231,332
Equity attributable to owners of the parent 229,260 231,540
Share capital 3,652 3,652
Reserve funds 177,662 177,662
Other components of equity
Retained earnings/(deficit) 47,947 50,226
Non-controlling interests 222 -208
NON-CURRENT LIABILITIES 35,414 30,782
Borrowings and other debt instruments 11,567 5,568
Financial liabilities 113 113
Deferred tax liabilities 14,767 15,654
Provision for retirement and similar benefits 4,464 4,896
Prepaid expenses 4,503 4,552
CURRENT LIABILITIES 113,529 128,250
Borrowings and other debt instruments 3,486 22,555
Financial liabilities 945 7,342
Trade payables 36,583 26,353
Taxes, customs duties and social security payable 4,221 1,806
Other current liabilities 5,001 6,007
Provision for retirement and similar benefits 4,189 5,088
Other provisions 5,482 4,490
Prepaid expenses 53,622 54,608
LIABILITIES HELD FOR SALE
TOTAL EQUITY AND LIABILITIES 378,424 390,364
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
(PLN '000)
for the period for the period
Jan 1 — Mar Jan 1 — Mar
312012 312011
Revenue, including: 109,502 70,689
Revenue from sale of finished goods 109,164 70,440
Revenue from sale of merchandise and materials 338 250
Cost of sales, including: -84,339 -56,189
Finished goods sold -84,057 -55,755
Merchandise and materials sold -282 -434
Gross profit (loss) 25,164 14,501
Other income 524 297
Distribution costs -5,394 -4,372
Administrative expenses -11,172 -9,429
Other expenses -237 -650
Operating profit (loss) 8,885 347
Finance income 5,477 637
Finance costs -6,030 -952
Share of net profit (loss) of associates 301 204
Profit (loss) before tax 8,633 237
Actual tax expense -3,542 -680
Net profit (loss) from continuing operations 5,091 -443
Profit (loss) from discontinued operations -70
Profit (loss) attributable to non-controlling inésts -83
Profit (loss) for financial year, net of tax 5,174 -513
Earnings per share (PLN) 0.49 -0.05
Weighted average number of shares as at 10,476,210 10,476,210
OTHER COMPREHENSIVE INCOME:
Valuation of derivative instruments:
- Vglua_tlon of cash flow hedging 1.253 -39
derivatives
- Income tax relating to other comprehensive 238 7
income
Translation reserve -8,588 -6,010
Other comprehensive income, net -7,572 -6,042
Total comprehensive income -2,398 -6,555
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CONSOLIDATED STATEMENT OF CASH FLOWS
(PLN ‘000)

for the period for the period
Janl-Mar31 Jan1l-Mar 31

2012 2011
OPERATING ACTIVITIES
Profit (loss) before tax 8,633 237
Total adjustments: 16,022 -10,065
Sha_re in net profit of subordinates accounted simgithe 301 204
equity method
Depreciation and amortisation 1,751 1,570
Foreign exchange gains (losses) -543 -861
Interest and profit distributions (dividends) 257 188
Profit (loss) on investing activities 1,394 =722
Change in provisions 1,296 277
Change in inventories -7,071 -1,834
Change in receivables 49,668 4,466
(_:ha_lnge in current liabilities (other than financial 7169 2476
liabilities)
Change in accruals and deferrals -31,916 -15,869
Derivatives -5,681 448
Other adjustments -2
Cash from operating activities 24,655 -9,828
Income tax (paid)/refunded 82 -314
Net cash flows from operating activities 24,737 -10,143
INVESTING ACTIVITIES
Inflows 677 695
Proceeds from disposals of intangible assets awuepty, 51 55
plant and equipment
Proceeds from disposals of financial assets 626
Other inflows from financial assets
Cash received in connection with derivative instents 631
Outflows 2,852 2,107
Inve_stments in |r_1tang|ble assets, property, pladt a 1,471 2107
equipment, and investment property
Cash paid in connection with derivative instrunsent 1381
Net cash flows from investing activities -2,175 -1,412
FINANCING ACTIVITIES
Inflows 6,890 9,552



[hememercueiet
Borrowings and other debt instruments 6,890 9,552
Outflows 20,506 271
Repayment of borrowings and other debt instruments 20,185
Payment of finance lease liabilities 58 75
Interest paid 263 195
Net cash flows from financing activities -13,616 9,281
Total net cash flows 8,946 -2,274
Balance-sheet change in cash, including: 10,217 -1,814

- exchange differences on cash and cash equisalent 249 -3
Cash at beginning of the period 20,239 14,946
Cash at end of the period, including: 29,185 12,672

- restricted cash

- cash relating to discontinued operations 20
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (PLN '000)

Capital reserve Other Foreign
.. Reserve from revaluation . exchange Retained Non- Total
SUFEIS CETIE funds of hedging component: differences earnings/deficit controlling equity
: of equity .
instruments interests
Three months ended March 31st 2011
Equity as at Jan 1 2011 3,652 172,843 -17 36 1,155 30,335 208,002
Total comprehensive income for three months
ended Mar 31 2011 32 6,010 13 6,555
Equity as at Mar 31 2011 3,65: 172,84 -48 3€ -4,85¢€ 29,82! 201,446
Three months ended March 31st 2012
Equity as at Jan 1 2012 3,652 177,662 -942 0 12,289 38,879 -208 231,332
Total comprehensive income for three months
ended Mar 31 2012 1,015 -8,588 5,293 430 -1,850
Equity as at Mar 31 2012 3,652 177,66: 73 Q 3,701 44,17: 222 229,482
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INTERIM CONDENSED
SEPARATE FINANCIAL STATEMENTS
FOR THE PERIOD
JANUARY 1ST-MARCH 31ST 2012
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SEPARATE STATEMENT OF FINANCIAL POSITION
(PLN '000)
Assets as at as at
Mar 31 2012 Dec 31 2011
NON-CURRENT ASSETS 132,543 132,716
Property, plant and equipment 21,315 21,167
Investment property 419 422
Intangible assets 12,753 12,891
Investments in subsu_jlary, Jomt_ly- 95,711 94.915
controlled and associated entities
Deferred tax assets 2,345 3,320
CURRENT ASSETS 93 225 90,055
Inventories 15,636 14,535
Trade receivables 24,859 42,783
Income tax assets 1,196 1,311
Other current receivables 5711 3,740
Prepaid expenses 484 834
Financial assets at fair value through profit 77
or loss
Loans advanced and receivables 2,421 2,453
Cash and cash equivalents 14,511 1,452
Contract settlement 28,330 22,948
ASSETS HELD FOR SALE 3,770 3,770
TOTAL ASSETS 229,538 226,541
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Equity and liabilities Mar 31 2012 Dec 31 2011
EQUITY 171,548 171,331
Share capital 3,652 3,652
Reserve funds 161,361 161,361
Other components of equity
Retained earnings/(deficit) 6,534 6,318
NON-CURRENT LIABILITIES 13,533 14,252
Borrowings and other debt instruments 4,289 5,126
Deferred tax liabilities 4,576 4,408
Prows_lon for retirement and similar 165 165
benefits
Prepaid expenses 4,503 4,552
CURRENT LIABILITIES 44,457 40,958
Borrowings and other debt instruments 1,763 8,269
Financial liabilities 441 4,327
Trade payables 14,411 11,077
Other current liabilities 3,592 2,994
Provision for retirement and similar
benefits 2,489 2,180
Other provisions 2,070 2,072
Prepaid expenses 19,692 10,039
LIABILITIES HELD FOR SALE
TOTAL EQUITY AND LIABILITIES 229,538 226,541
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SEPARATE STATEMENT OF COMPREHENSIVE INCOME

(PLN '000)
for the period for the period
Janl-Mar31 Jan1- Mar 31
2012 2011
Revenue, including: 27,909 23,897
Revenue from sale of finished goods 27,786 23,818
Revenue from sale of merchandise and materials 123 79
Cost of sales, including: -20,893 -18,127
Finished goods sold -20,790 -18,053
Merchandise and materials sold -103 -73
Gross profit (loss) 7,016 5,770
Other income 433 276
Distribution costs -998 -1,255
Administrative expenses -5,302 -4,773
Other expenses -172 -165
Operating profit (loss) 976 -146
Finance income 2,989 640
Finance costs -3,573 -338
Profit (loss) before tax 393 156
Actual tax expense -992 -70
Net profit (loss) from continuing operations -599 86
Profit (loss) from discontinued operations
Profit (loss) for financial year, net of tax -599 86
OTHER COMPREHENSIVE INCOME:
Other comprehensive income:
Valuation of cash flow hedging derivatives 1,006 -39
Income tax relating to other comprehensive income -191 7
Other comprehensive income, net 815 -32
Total comprehensive income 216 54
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SEPARATE SEPARATE STATEMENT OF CASH FLOWS
(PLN ‘000)
for the period for the period
Jan 1 — Mar Jan 1 — Mar
312012 312011

OPERATING ACTIVITIES
Profit (loss) before tax 393 156
Total adjustments: 23,303 -3,191
Depreciation and amortisation 751 703
Foreign exchange gains (losses) 990 -351
Interest and profit distributions (dividends) 125 49
Profit (loss) on investing activities 887 -574
Change in provisions 307 264
Change in inventories -1,101 397
Change in receivables 15,958 1,578
Change in current liabilities (other than finahdebilities) 3,767 -4,059
Change in accruals and deferrals 4,571 -1,386
Derivatives -2,951 186
Cash from operating activities 23,696 -3,035
Income tax (paid)/refunded 114 -314
Net cash flows from operating activities 23,811 -3,349
INVESTING ACTIVITIES
Inflows 80 1,395
Proceeds from disposals of intangible assets avpukpty, 50 14
plant and equipment
Proceeds from disposals of financial assets 741
Interest income 30 66
Cash received in connection with derivative insteats 573
Outflows 2,490 753
Investments in intangible assets, property, pladt a

. . 820 753
equipment, and investment property
Acquisition of related entities 796
Cash paid in connection with derivative instrunsent 874
Net cash flows from investing activities -2,410 642
FINANCING ACTIVITIES
Inflows 1,416
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Borrowings and other debt instruments 1,416
Outflows 8,109 127
Repayment of borrowings and other debt instruments 7,950
Payment of finance lease liabilities 4 12
Interest paid 155 116
Net cash flows from financing activities -8,109 1,288
Total net cash flows 13,292 -1,419
Balance-sheet change in cash, including: 13,059 -1,434
- exchange differences on cash and cash equisalent 233 15
Cash at beginning of the period 1,411 2,742
Cash at end of the period, including: 14,703 1,323

- restricted cash
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SEPARATE STATEMENT OF CHANGES IN EQUITY (PLN ‘000)

Capital reservt

Share Reserve f“’”? OiEg Retained Total
- revaluation of componeni . , o ;
capital funds . . “earnings/defic Non-controlling interes  equity
hedging of equity
instruments
Three months ended March 31st 2011
Equity as at Jan 1 2011 3,652 154,136 -17 36 11,175 0 168,981
Total comprehensive income for three months ended
Mar 31 2011 32 86 54
Equity as at Mar 31 2011 3,65z 154,13t -49 3€ 11,26! 169,035
Three,months,ended,March,31st,2012
Equity as at Jan 1 2012 3,652 161,361 -753 0 7,071 0 171,331
Total comprehensive income for three months ended
Mar 31 2012 815 -599 216
Equity as at Mar 31 2012 3,65z 161,36: 62 0 6,472 171,548
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SUPPLEMENTARY INFORMATION TO
THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS FOR THE PERIOD HDED
MARCH 31ST 2012
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Selected supplementary information

As provided for under IAS 18, revenue from saledfinished goods, merchandise, materials and
services, net of VAT, discounts and rebates, isgeised when the entity has transferred to thetbuye
the significant risks and rewards incidental tartbenership.

Revenue and total revenue and income of the Group:

Item Q12012 Q12011
Sale of finished goods 109,164 70,440
Sale of merchandise and materials 338 250
TOTAL revenue 109,502 70,689
Other income 524 297
Finance income 5,477 637
TOTAL revenue and income 115,503 71,628

OPERATING SEGMENTS

IFRS 8 "Operating Segments", which has supersededigously binding IAS 14 "Segment
Reporting”, has been effective since January 189 20he new standard introduces the “management
approach” to segment disclosures and requiresstiganent information be presented based on those
components of the entity that the management mmnitomaking decisions about operating matters.
An operating segment is a component of an entityvfdch discrete financial information is available
and whose results are reviewed regularly by thiy&nthief decision maker to make decisions about
resources to be allocated to the segment and aisepsrformance. This change in accounting
standards has had no impact on the Group’s segeeorting.

The SECO/WARWICK Group’s business comprises thiefohg segments:

Vacuum furnaces (Vacuum)

Vacuum furnaces have multiple applications in a laemof industries, including machine tool,
aviation, power, electrical engineering, medicatipment, automotive and specialised industries.
Vacuum furnaces may be used in a wide variety otgsses, such as heat treatment of steel and
alloys, brazing, sintering, and degassing. Useasium furnaces brings economic benefits. They are
also environmentally friendly.

Aluminium heat exchanger brazing systems (CAB)

The CAB systems are used primarily in the autoneotindustry for brazing heat exchangers mounted
in passenger cars and trucks (charge air cool@rgoaditioning evaporators and condensers, olil
coolers, etc.). Outside the automotive sector, Q#Bcesses are used in the manufacture of IC
radiators, steam condensers for CHP plants, exlgagdteat exchangers for power generators, etc.

Atmosphere furnaces (Thermal)

Atmosphere furnaces are widely used in the prooktsermal and thermochemical treatment of steel
and metals in protective atmospheres for improvadiiess. Atmosphere furnaces designed for
thermochemical treatment are employed in the gdmigaing, gas nitriding and other processes. Such
furnaces are used chiefly by the automotive andahietiustries, including for the manufacturing of
anti-friction bearings, as well as for use in comeisd hardening plants and specialty industries.

Aluminium heat treatment systems (Aluminium Procesk

The SECO/WARWICK Group specialises in a selectegjeaof aluminium heat treatment processes,
which generally offer a plethora of applicationdieTAluminium Process solutions offered by the
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Group are used in the production of aluminium slieethe automotive and aviation industries, as
well as for the manufacturing of packaging foil fooltiple applications. In addition, the Aluminium
Process systems are used to heat treat aluministings

Melting furnaces

The metallurgy applications of the vacuum meltinghfices include alloying, melting and purifying
specialty metals, including reactive metals (eitgnium, zirconium) and heat-resistant metals (e.g.
tantalum). Due to their physical properties, sdacimetals may only be treated with the use of
technologically advanced solutions under high vatgonditions.

The different types of melting furnaces include tingl and holding furnaces used for the manufacture
of precision castings (such as components of jgihes, power turbines, and medical implants).
Melting furnaces may also be used as an elemethieadlobally-unique processes involving disposal
of hazardous waste (such as nuclear by-products).
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Revenue and net profit/loss of operating segments as at Mar 31 2012

Continuing operations : _
Alumini VI Discontinued| Unallocated Total
Vacuum | CAB | Thermal uminium | Melting | - .. | operations items
ltem Process [ Furnaces
Profit/loss of business segments

Total segment revenue 17,752 10,346 14,533 13,093 46,241 101,964 7,538 109,502
Total segment expenses -12,868 -7,320 -11,656) -9,158[ -36,6700 -77,671 -6,667 -84,339
Administrative expenses -5,394 -5,394
Distribution costs -11,172 -11,172
Operating income 524 524
Operating expenses -237 -237
SIERITIEN DERTHESS) @ 4,884) 3,026 2,877 3,935 9,572| 24,203 8,885
operating activities
Finance income 5,477 5,477
Finance costs -6,030 -6,030
Profit (loss) before tax 8,332
Actual tax expense -3,542 -3,542
Proflt/(_loss) from continuing 4.790
operations
Share in profit of associate 301 301
(Profit) loss attributable to non-

o -83 -83
controlling interests

5,174

Net profit/(loss) for period
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Revenue and net profit/loss of operating segments as at Mar 31 2011
ltem CEmiALing ozarat.iohs = Disconti_nued Unz_;lllocated Total
Vacuum | CAB | Thermal ;:glglél;rsn Fu?n;ré?as Total | operations items
Profit/loss of business segments

Total segment revenue 12,223 5,475 14,922 4,787 28,285 65,693 271 4,996 70,689
Total segment expenses -8,806| -3,892 -11,532 -4,053| -23,850 -52,132 -171 -4,057 -56,189
Administrative expenses -128 -9,429 -9,429
Distribution costs -40 -4,372 -4,372
Operating income 0 297 297
Operating expenses 0 -650 -650
Profit/(loss) from continuing

operations before tax and 3,417 1,583 3,391 735 4,435/ 13,561 -68 , 347
finance costs

Finance income , 637 637
Net finance costs -2 -952 -952
Share in profit of associate , 204 204
Profit (loss) before tax 237
Actual tax expense -680 -680
cl:’pr)c()afri;l t(ilcc;r?:) from discontinued 70 20
Net profit/(loss) for period -513
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PROPERTY, PLANT AND EQUIPMENT

In the period January 1st—-March 31st 2012, the @batquired intangible assets and property, plant
and equipment at the SECO/WARWICK Group amountdeltd 1,471 thousand.

Iltem Mar 31 2012 Mar 31 2011
Tangible assets 48,624 48,504
Tangible assets under construction 2,263 4,422
Prepayments for tangible assets under construction
Property, plant and equipment 50,887 52,926

IMPAIRMENT LOSSES ON ASSETS

The SECO/WARWICK Group did not recognise any impent losses or reversals of impairment
losses on property, plant and equipment and intdmgissets in the periods under review.

As at March 31st 2012, trade receivables of PLN 21,7 thousand
were classified as unrecoverable and, accordirghglevant impairment loss was recognised. As at
December 31st 2011, impairment loss on trade rabkig amounted to PLN 2,561 thousand.

As at March 31st 2012, the SECO/WARWICK Group retdsgd impairment losses on inventories in
the amount of PLN 1,631 thousand, compared with B|A87 thousand as at December 31st 2011.

DIVIDENDS DECLARED OR APPROVED BY WAY OF RESOLUTION BY THE DATE OF
APPROVAL OF THESE FINANCIAL STATEMENTS

In Q1 2012, the SECO/WARWICK Group did not pay ecldre any dividend.

INVESTMENT COMMITMENTS
As at March 31st 2012, the Group had investmentaibments of PLN 61 thousand.

OFF-BALANCE SHEET CONSOLIDATED ITEMS

Changes in contingent liabilities and contingent aets which occurred after the end of the
previous financial year

as at as at as at
Mar 31 2012 Dec 31 2011 Mar 31 2011

Contingent receivables 436 639 72
from related entities

from other entitiegincluding) 436 639 72
- guarantees 436 639 72
Contingent liabilities 68,502 72,686 41,192
to related entities 3,138 6,855 3,300
to other entitiegincluding) 65,364 65,831 37,892
- guarantees 65,364 65,831 37,892

35



HEAT TREATMENT EQUIPMENT

SURETIES ADVANCED BY SECO/WARWICK

curren Mar 31 AMOUN
Company name Bank name Surety in respect of c 2012 T (PLN
y ('000) '000)
SIW ALED PV U”'Olrr‘]('i;‘”k Ofl Guarantee and credit facilty ~ INR| 225,000 13,737
RETECH Systems| East West Bank Credit guarantee usD 1,000 3,119
RETECH Systems| East West BankGuarantee and credit facility ush 19,000 59,236
Hart-Tech BG Bank Conditional surety PLN 2,000 2,000
TOTAL 78,112
curren Dec 31 | AMOUN
Company name Bank name Surety in respect of c 2011 T (PLN
y ('000) '000)
SIW ATHED VL U”'Olrr‘]c'i;‘”k Ofl Guarantee and credit facilty ~ INR| 225,000 14,423
RETECH Systems| East West Bank Credit guarantee usD 1,000 3,417
RETECH Systems| East West BankGuarantee and credit facility usno 19,000 64,931
Hart-Tech BG Bank Conditional surety PLN 2,000 2,000
TOTAL 84,771

On April 6th 2011, the Management Board of the Canypadopted a resolution to increase the value
of surety granted for SECO/WARWICK Allied Pvt. Lt@india) from INR 147,500 thousand to INR
225,000 thousand. The total value of the surepndiated at the mid-exchange rate quoted by the
National Bank of Poland for the date of the resotutis PLN 14,233 thousand.

On November 17th 2010, SECO/WARWICK S.A. providedamnification against any claims under
guarantees issued to James A. Goltz in relaticm ¢oedit facility provided to RETECH Systems by
East West Bank.

On March 10th 2011, Retech Systems LLC executedrarex to Credit Facility Agreement No.
3001971 which raised the guarantee and credititiadimit from USD 15,000 thousand to USD
19,000 thousand. Following the increase in thelifgciimit, the value of the surety issued by
SECO/WARWICK S.A. for Retech Systems LLC was raibgdJSD 4,000 thousand.

The PLN 2,000 thousand surety was issued by SECBRWHKEK S.A. to secure the repayment of a
bank borrowing contracted by Hart-Tech Sp. z ocomf Bank OchronySrodowiska. The surety is
conditional, as defined in Art. 89 of the PolistviCCode, and the condition giving legal effectthe
obligation undertaken by SECO/WARWICK S.A. undeg turetyis the award of financial aid in the
form of technology credit under Measure 4.3 of @erational Programme Innovative Economy
2007-2013 tdHart-Tech Sp. z 0.0by Bank Gospodarki Krajowej. Technology Credit Fagilinder
the Innovative Economy Operational Programme, 220173.

PROVISIONS FOR RESTRUCTURING

In the period from January 1st to March 31st 2@h&,SECO/WARWICK Group did not release any
provisions for restructuring costs.
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SETTLEMENTS RELATED TO COURT CASES

In the opinion of the parent's Management Boardrdhare no material settlements related to court
cases.

Consistency of the accounting policies and compuiah methods applied in the
preparation of the interim report for Q1 2012

These interim condensed consolidated financiagstants have been prepared in accordance with the
International Financial Reporting Standards (“IFR&1d the IFRS endorsed by the European Union.
The IFRS comprise standards and interpretationsoapg by the International Accounting Standards
Board (“JASB”) and the International Financial Refag Interpretations Committee (“IFRIC”).

These interim condensed separate consolidatedcfalastatements have been prepared in accordance
with International Accounting Standard 34. The #gplhccounting policies and calculation methods
are consistent with those applied in the most teaenual financial statements.

Seasonality or cyclicality in the operations of SEO/WARWICK S.A. or its Group

The operations of the SECO/WARWICK Group are nobjett to any material seasonality or
cyclicality factors.

Types and amounts of items affecting assets, equignd liabilities, share capital, net
profit/(loss), or cash flows, which are unusual du& their type, size or effect

In the business activities of SECO/WARWICK S.A. atsl Group, there are no material types or
amounts of items that would affect assets, equitylabilities, share capital, net profit/(loss) aash
flows and that would be unusual due to their tygise or effect.

Types and amounts of changes in estimates disclosedprevious interim periods of the
financial year 2011 or changes in estimates disclxs in previous financial years if they
have a material bearing on Q1 2012

In the business activities of SECO/WARWICK S.A. atite SECO/WARWICK Group, there
occurred no changes in the disclosed estimatesvthat, due to their type or amount, have a mdteria
bearing on the results of Q1 2012.

Issue, redemption and repayment of debt and equitgecurities

No debt or equity securities were issued, redeameepurchased in Q1 2012.

Earnings per share

Mar 31 2012 Mar 31 2011
Weighted average number of shares 10,476,210 10,476,210
Earnings attributable to owners of the parent 5174 (513)
Earnings per share 0.49 (0.05)
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Material events subsequent to the end of Q1 2012,0ndisclosed in the financial
statements for Q1 2012 but potentially with a mataal bearing on future performance of
the SECO/WARWICK Group

On April 16th 2012, the Company's Management Boaed notified that its subsidiary Retech
Systems LLC (USA) and Titanium Metals Corporati&iSQ\) had signed a contract to manufacture
and deliver equipment for melting and refiningritan. The contract was signed on April 12th 2012,
its term runs from April 12th 2012 until NovembetB3 2013, and its value is USD 16,884,192 (PLN
53,722,122).

Save for the above, in the operations of SECO/WABK/IS.A. and its subsidiaries, no material
events occurred which might have a material beasinthe future performance of SECO/WARWICK
S.A. and the SECO/WARWICK Group and which weredistlosed in the quarterly report.

Other supplementary information

1. Changes in the Group’s structure, including changesresulting from mergers,
acquisitions or disposals of the Group companiespihg-term investments, demergers,
restructuring or discontinuation of operations

In the reporting period, Retech Systems LLC sakf)@ interest in Retech Tianjin Holdings LLC.
Following the transaction, SECO/WARWICK S.A. actyalholds a 90% interest in
SECO/WARWICK Retech.

In Q1 2012, there were no other changes in the SBABWICK Group's structure resulting
from mergers, acquisitions or disposals of Groumganies, long-term investments, demergers,
restructuring or discontinued operations.

2. Management Board’s position on the feasibility of raeting any previously published
forecasts for 2012 in light of results presented ithe Q1 2012 report

The Management Board of SECO/WARWICK S.A. did nablgsh any financial forecasts for
2012 concerning the Company or the SECO/WARWICKuUpro

3. Shareholders holding, directly or indirectly, 5% of the total vote at the General
Meeting as at the release date of this report, ingtling information on any changes
that occurred subsequent to the release of the prwus quarterly report

Table: Shareholders holding — directly or indirectlythrough subsidiaries — 5% or more of the total va¢ at the
General Meeting as at the release date of the prexis quarterly report, i.e. February 29th 2012

Number
0, 0,
symber | sl Shae) orvores| % of10e
P at GM
SW Poland Holding B.V. (Netherlands) 4,119,508 39.32% 4,119,508 39.32%
(Slj)gbge Holding Limited Liability Company 1,726,174 16.48%| 1,726,174 16.48%*
James A. Goltz 904,207 8.63%| 904,207 8.63%
ING NN OFE 600,000 5.73%*| 600,000 5.73%*
OFE POLSAT S.A. 485,974 4.64%*| 485,974 4.64%*

* Percentages based on in-house calculations byOAEBRWICK S.A. following a change in the
amount and structure of the share capital effecteBecember 9th 2010.
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On March 12th 2012, SECO/WARWICK S.A. received ficdtions from James A. Goltz and
Bleauhard Holdings LLC ("BHLLC") regarding sale Bgmes A. Goltz of 904,207 Company shares to
BHLLC. BHLLC is James A. Goltz's subsidiary.

Table: Shareholders holding — directly or indirectlythrough subsidiaries — 5% or more of the total va¢ at the
General Meeting as at the release date of this refipi.e. May 15th 2012

Number | % of share N9 % of total
SEEEREr of shareq capital held s vote
P at GM
SW Poland Holding B.V. (Netherlands) 4,119,508 39.32% 4,119,504 39.32%
(SL[J);l:IA(;e Holding Limited Liability Company 1,726,174 16.48%*| 1,726,174 16.48%*
Bleauhard Holdings LLC 904,207 8.63%| 904,207 8.63%
ING NN OFE 600,000 5.73%*| 600,000 5.73%*
OFE POLSAT S.A. 485,974 4.64%*| 485,974 4.64%*

* Percentages based on in-house calculations byDOAEBRWICK S.A. following a change in the
amount and structure of the share capital effecteBecember 9th 2010.

4. Shares of SECO/WARWICK held by the members of the Mnagement Board and
Supervisory Board as at the release date of this pert, including information on any
changes since the publication of the Q4 2011 report

Feb 29 2012 May 15 2012
Number of % of sh % of Number of % of shard % of Totlal pafr
SECO/WARWICK| 72 OV Sh&T€lna | Decreaselincread SECO/WARWICK| capital | total | YAU4€©
capital held| shares
S.A. shares held vote S.A. shares held held vote (PLN)
Management
Svi/"r"ze;kowski 13,541 13541 0.13%| 0.13%| 2,708
ng?vgteéwski 307,100|  2.93%| 2.93% 0 307,100 2.93%| 2.93%| 61,420
Witold Klinowski 58,100  0.55%| 0.55% 0 58,100 0.55%| 0.55%| 11,620
Jozef Olejnik 58,100  0.55%| 0.55% 0 58,100 0.55%| 0.55%| 11,620
\I\’Avg(’jcrf;i‘ 400|  0.004%]| 0.004% 0 400| 0.004%{ 0.004% 80
Supervisory
Rnard
Jeffrey Boswell 229,638  2.19%| 2.19% 0 229,633 2.19%| 2.19%| 45,927
Henryk Pilarski 10Q  0.001%| 0.001% 0 100| 0.001%)| 0.001% 20
Piotr Kowalewski
Piotr Kula 8,500 0.08%| 0.08% 0 8,500 0.08%| 0.08% 1,700
Mariusz Czaplick
Artur Rusiecki
Commercial
Dorota Subsar
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Total

661 933 6,32%| 6,32% 13 541 675474  6,45%| 6,45%]| 135 095

Item

15.05.2012

Number of shares 10,476,210

akeiji

Wartas¢ nominalna

0.2

Share capital 2,095,242.00

Members of the Management Board and SupervisorydBoa SECO/WARWICK S.A. do not
hold any shares in related entities.

On April 2nd 2012, the Company's Management Boaceived a notification required under Art.
160 of the Act on Trading in Financial Instrumefrtan the President of the Management Board.
According to the notification, in the period fromakth 22nd to March 26th 2012 the President of
the Management Board purchased a total of 13,54fp@ny shares at an average price of PLN
24,36 per share.

In the period under review and until May 15th 20f#®mbers of the Management Board and
Supervisory Board of SECO/WARWICK S.A did not execany transactions involving their
shares in SECO/WARWICK S.A.

Court, arbitration or administrative proceedings

In Q1 2012, the individual or aggregate value ofy alabilities or receivables of
SECO/WARWICK S.A or the Group companies toward dwsiness partner or its group,
disputed in court, arbitration or administrativeogeedings, did not represent 10% or more of
SECO/WARWICK S.A’s equity.

Information on any single transaction or a series btransactions concluded by the
Company or its subsidiaries with related parties where the value of such transaction
or all such transactions jointly is material and the transactions were not concluded at
arm’s length

In the period from the beginning of the financiaay until the release date of this report,
SECO/WARWICK S.A. and its subsidiaries did not entgo any material transactions with
related parties other than arm’s length and routeresactions.

Material achievements and failures of SECO/WARWICKS.A. and its Group in Q1
2012, including a list of the pertinent events

Material achievements of the SECO/WARWICK Group indude:

= order book value as at the end of March 2012 of R&BIM (up by 12% year on year) - in Q1
2012 the Company acquired orders for nearly PLN11;16

= execution in February 2012 of a contract with Qaighupower Titanium Co. Ltd (China) for
construction and supply of equipment for melting agfining of titanium for a total value of
PLN 68.8m (not included in the order book as theoeilicence has not been obtained);

= execution in April 2012 of a contract with Titaniumdletals Corporation (USA) for
construction and supply of equipment for melting aefining of titanium for a total value of
PLN 53.7m;
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10.

= improvement in sales at all Group companies: by ¥8% on year at the Group level (2011:
PLN 71m; 2012: PLN 110m) as a result of organieaghoat most of the operating segments;

= higher EBITDA margin (2011: 2.7%; 2012: 9.7%);
= improved net profit margin (2011: -0.7%; 2012: 4)7%

= achievement of sales, performance and margin gargetkey SECO/WARWICK Group
companies, in line with the budget.

The Management Board is not aware of any mateaihlres at the parent or any of its direct or
indirect subsidiaries occurring in the analysedqaeor after March 31st 2012.

Sureties for bank borrowings or guarantees issuedypSECO/WARWICK S.A. or its
subsidiaries, jointly to one entity or its subsidiay, if the total outstanding amount of
such sureties or guarantees exceeds 10% of SECO/WWRCK S.A.’s equity

In Q1 2012, there were no other events relateduteties for bank borrowings or guarantees
exceeding 10% of the Company’s equity, issued b GEVARWICK S.A or any of its subsidiaries.

Other information which in the Company’s opinion is material for the assessment of
its personnel, assets, financial standing and finamal result and their changes, or for
the assessment of its ability to fulfil obligations

In the Group's opinion, information which may betengl for the assessment of personnel, assets,
financial standing and financial result and thelramges, is that economic conditions have
improved in the manufacturing sector. The Groupused a significant order book, whose value
as at the end of Q1 2012 was PLN 240m. The costrpetnarily provide for deliveries of
specialist melting furnaces, vacuum furnaces ambgpphere heat treatment furnaces.

The information provided above may be relevantlierassessment of SECO/WARWICK S.A.’s
ability to fulfil its obligations. As at the datd melease of Q1 2012 report, the Company's and the
SECO/WARWICK Group'soperations were stable. Allbiities related to the Company's
operations are settled on a timely basis.

Factors which in the Group’s opinion will affect its results in the next quarter or in a
longer term

In the opinion of the Company's Management Boahe, following events which occurred
between January 1st 2012 and March 31st 2012 fféttathe Group's performance in the next
quarter or in a longer term.

= OnJanuary 12th 2012, the Supervisory Board appoiktr Pawet Wyrzykowski as President
of the Management Board of SECO/WARWICK S.A., weffect as of February 1st 2012.

= Between January 26th and February 2nd 2012, SECEGMWIEK S.A. and
SECO/WARWICK ThermAL S.A., the Issuer’s subsidiaexecuted with BRE Bank S.A. of
Warsaw nine forward contracts for the sale of enr¢he total amount of EUR 2,788,000
(PLN 11,708,206), two forward contracts to sell Udllars in the total amount of USD
3,650,000 (PLN 11,663,575), eleven zero-cost caltartracts comprising a long put option
and a short call option with a total value of EUR2D,000 (PLN 9,373,506), and one zero-
cost collar contract comprising a long put optiowl @ short call option with a total value of
USD 800,000 (PLN 2,578,640). The total value ofdbetracts is PLN 35,323,927.

= On February 2nd 2012, the Company's ManagementdBasmeived a notification of an
agreement concluded between Retech Systems LLQ@kath, USA, its subsidiary, and
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Qinghai Supower Titanium Co. Ltd of China concegiithe construction and supply of
equipment for melting and refining of titanium. Tagreement was executed on February 2nd
2012 for a period of 12 months and its value an®tomtJSD 21,531,600 (PLN 68,804,228)

= On March 12th 2012, the Company's Management Beaelved notifications from James A.
Goltz and Bleauhard Holdings LLC ("BHLLC") of thale by James A. Goltz of 904,207
Company shares to BHLLC. BHLLC is James A. Gokzlbsidiary.

11.Description of factors and events, especially of merecurring nature, with a material
bearing on the financial performance in Q1 2012

In the SECO/WARWICK Group' s operations, there waogactors or events, especially of non-
recurring nature, that would have a material bepom its financial performance in Q1 2012.
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