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1. General information

Information on the SECO/WARWICK Group

The parent of the SECO/WARWICK Group (“SECO/WARWI@Koup”, “ Issuer Group”, “Group”)

is SECO/WARWICK Spoétka Akcyjna o$wiebodzin (“Issuer”, “ Company”). The Company was
registered on January 2nd 2007 by virtue of a detissued by the District Court for Zielona Gora,
VIII Commercial Division of the National Court Resger, and entered in the Register of Entrepreneurs
of the National Court Register under No. KRS 000@2A.

The Group's five main product categories are:

* vacuum furnaces,

* aluminium heat exchanger brazing systems,

e aluminium heat treatment systems,

e atmosphere furnaces,

» metallurgy equipment used for melting and vacuwasting of metals and specialty

alloys.

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

» vacuum furnaces (Vacuum),
» aluminium heat exchanger brazing systems (Conttdikenosphere Brazing),
e aluminium heat treatment systems (Aluminium Progess
* 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 followingybt subsidiaries:

e SECO/WARWICK EUROPE S.A. (before October 19th 2012ECO/WARWICK
ThermAL S.A),

« SECO/WARWICK Corporation,
¢ 00O SECO/WARWICK Group Moscow,
* Retech Systems LLC,
*» SECO/WARWICK Retech Thermal Equipment ManufacturTiignjin Co., Ltd.,
e SECO/WARWICK GmbH,
* 0OOO SCT (Solnechnogorsk) Russia,
« SECO/WARWICK Service GmbH.
Other Group companies are:
« SECO/WARWICK of Delaware Inc.,
* Retech Tianjin Holdings LLC,
« SECO/WARWICK Allied Pvt., Ltd. (Mumbai) India.

The companies are described in the table below.
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Structure of the Group as at December 31st 2012

Table: As at December 31st 2012, the structure ttie SECO/WARWICK Group was as follows:

Method of Group’s
Company Reglgtered Business profile cons_olldanon/ . ownership
office accounting for equity :
N — interest
Parent
Manufacture of vacuum furnaces,
SECO/WARWICK | ¢ . . aluminium heat exchanger brazing
S.A swiebodzin systems and aluminium heat N/A N/A
treatment systems
Direct and indirect subsidiaries
SECO/WARWICK | ¢ . ; Manufacture of metal heat treatment o
EUROPE S A. (1) Swiebodzin equipment Full 100%
SECO/WARWICK | Meadville Manufacture of metal heat treatment
. Full 100%
Corp. (USA) equipment
Management of holding companies
S registration of trademarks and
ngE?e(lje{\\fvvaA;ZVlelS?Z) \(/L\jllsn;\l;gton patents, and granting licences for ugé&ull 100%
! of the trademarks and patents by
SECO/WARWICK Corp.
000 S
Moscow Distribution of the o
SECO/WARWICK (Russia) SECO/WARWICK Group’s productg Ful 100%
Group Moscow
Trade and services; manufacture of
Retech Systems LL¢ Ukiah metallurgy equipment used for Full 100%
3) (USA) melting and vacuum casting of metals
and specialty alloys
SECO/WARWICK
Retech Thermal Manufacture of metal heat treatment
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 treatmerft_ .
. . . Equity 50%
Allied Pvt., Ltd. (6) | (India) equipment
Intermediation in the sale of furnacds
manufactured by SECO/WARWICK
S.A. and SECO/WARWICK
SECO/WARWICK | Stuttgart, EUROPE S.A., and provision of Full 100%
GmbH (7) Germany technical support to customers in
Germany, Austria, the Netherlands,
Switzerland, Liechtenstein and
Slovenia.
000 SCT (8) Solnephnogorsk Provision of metgl heat treatment Full 50%
(Russia) services in Russia.
SECO/WARWICK | Bedburg-Hau | Provision of metal heat treatment Full 100%

Service GmbH (9)

(Germany)

services in Germany.
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@ As part of the continued implementation of the @re strategy, SECO/WARWICK ThermAL S.A. was
renamed as SECO/WARWICK EUROPE S.A. on October 20i2.

@ 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 HoldingsCLL

©® The shares held by SECO/WARWICK S.A. represent 89%ECO/WARWICK Allied Pvt.’s share capital
conferring the right to 50% of the total vote a¢ tompany’s general meeting.

™ In December 2012, SECO/WARWICK S.A. acquired tamaining 49% of shares held by a German partner.
As at the financial position date, SECO/WARWICK Sh&ld 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 obhtetat treatment services in Russia. SECO/WARWECK
holds 50% of the shares in the company, while ssRagartner holds the remaining shares.

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

Composition of the SECO/WARWICK Group as at the dae of release of this report

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

Composition of the SECO/WARWICK Group as at Decembe 31st 2012 and as at the
date of release of this report:

100% 100% 100% E0% 100%
L L Y ¥ s 4
SECOMARWICK Retech Systems 000 SECOAVARWICK SECOMARWICK SECOMARWICK SECOMARWICK
EUROPE S.A. LLC (USA) Group [Rosja) Corp. (USA) Allied Pyt Ltd GmbH {Miemcy)
50% B0% 100% 0% 1no%
L 4 [ A [
SECOMVARWICK Retech -
Thermal Equipment 50% Retech Tianjin SECOMARWICK _ %EE%%TEJEA%\:IEHK
Manufacturing Tianjin Haldings LLC Delaware Inc. (US4 000 5CT (Rosja) (Niemey)
Co., Ltd
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2. Description of applied accounting policies, inalding methods of
measurement of assets, equity and liabilities, inage and expenses

The consolidated financial statements have begmaped based on a historical cost approach, except
with respect to financial derivatives, which areasw#red 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

Presentation of the statement of financial position

In accordance with IAS 1 "Presentation of Finan&i@tements”, assets and liabilities are presented
the statement of financial position as current aokcurrent.

In accordance with IFRS 5, non-current assets foelsale are presented separately in the stateofient
financial position.

Presentation of the statement of comprehensiveriaco

In accordance with IAS 1 "Presentation of Finan8tdtements”, in the statement of comprehensive
income expenses are presented by function.

Earnings per share

Net earnings per share for each period are detedriay dividing net profit for the period by the
weighted average number of shares outstandingeipéhiod. The weighted average number of shares
accounts for the dilutive effect of the issue drgls on the Warsaw Stock Exchange.

Intangible assets

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

Intangible assets include mainly software and dwrakent expense, and are initially recognised at
cost, which includes purchase price, import duéied non-deductible taxes included in the price,
decreased by discounts and rebates and increasedl bypenditure directly connected with the

preparation of the asset for its intended use.

In order to determine whether a self-created iritdagsset meets the recognition criteria for aegs
the entity distinguishes two phases in the as$gihation process:

- the research phase,

- the development phase.

All costs originating in the first phase are chargéaectly to expenses of the period.
Components of intangible items created as a re$ulevelopment 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 antesponds to the excess of the cost of a business
combination over the acquirer's share in the fatue of net identifiable assets, liabilities and
contingent liabilities. Following initial recognith, goodwill is recognised at cost less cumulative
impairment losses. Goodwill is not amortised.
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The table below summarises the Group’s accountfigips 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 impairment test Annual impairment test
recoverable value testing

Property, plant and equipment

Property, plant and equipment are carried at @& tumulative depreciation and impairment losses,

ggg?éciation is charged using the straight-linehoétby estimating the useful life of a given asset,
which is:

Buildings and structures from 10 to 40 years

Plant and equipment from 5 to 30 years

Vehicles from 5 to 10 years

Other tangible assets from 5 to 15 years

Non-current assets held under finance lease agreenmave 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 urfdence lease agreements and of the obligations
corresponding with such assets have been deternanadiounts equal to the discounted value of
future lease payments. Lease payments made inefharting period have been charged against
finance lease liabilities in an amount equal to phiecipal instalment and the excess (the finance
charge) has been charged in full to finance expehtee period.

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

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

Tangible assets under construction

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

Tangible assets under construction are presentddeirstatement of financial position at cost less
impairment. Tangible assets under constructiomat@epreciated.

Investment property

The Company classifies as investment property ralpgrty which is considered a source of income
(earns rentals) and/or is held for capital apptemia

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

Financial assetsnclude equity interests in related entities, tsa¢ fair value through profit or loss,
hedging derivatives, loans and receivables and @aditash equivalents.

Financial liabilities include borrowings and other debt instrumentsgiotpes of financing, overdraft
facilities, financial liabilities at fair value tbugh the statement of comprehensive income, hedging
derivatives, trade payables, liabilities to supglief tangible assets, and lease liabilities.

Except for investments in subsidiaries, jointly tohed entities and associates, which are carated
cost in accordance with IAS 27 and IAS 28, finah@asets and liabilities are recognised and
measured in line with IAS 39 Financial Instrumescognition and Measurement.

Recognition and measurement of financial assets

Upon initial recognition, financial assets are ggused at fair value, which in the case of investitae
not measured at fair value through profit or Issscreased by transaction costs directly attribbe
such assets.

Receivables

Trade receivables are recognised and carried atitinitially invoiced, less any impairment losses
on doubtful receivables. Impairment losses on xetBés are estimated when the collection of thie ful
amount of a receivable is no longer probable.

If the effect of the time value of money is matkride value of a receivable is determined by
discounting the projected future cash flows torthbe¢sent value using a discount rate that refldagts
current market estimates of the time value of moriethe discount method has been applied, any
increase in the receivable amount with the passtgee is recognised as finance income.

Other receivables include in particular prepaymenésie in connection with planned purchases of
property, plant and equipment, intangible assetisrarentories. As non-monetary assets, prepayments
are not discounted.

Cash and cash equivalents

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

Cash and cash equivalents include cash in bankuatg;ocash in hand, as well as all liquid

instruments which may immediately be converted aash of known amount and in the case of which
the risk of value changes is insignificant.

Recognition and measurement of financial liabilities

Liabilities under bank borrowingand other financial liabilities are initially regoised at fair value
and then carried at amortised cost using the @ffeatterest 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 tfaér
value of amounts paid or received in exchangeHerliability. Thereafter, such costs are amortised
throughout the term of the liability, using theesffive interest rate method.

Hedge accounting

Hedge accounting recognises the offsetting effectshe statement of comprehensive income of
changes in the fair value of hedging instrumentbtae hedged items.
There are three types of hedging relationships:
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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 coaifitct the statement of comprehensive income;

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

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

A hedging relationship qualifies for hedge accauntif, 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 thdgle 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 aslhow the entity will assess the hedging
instrument’s effectiveness in offsetting the expedo 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 irsaiting changes in the fair value or cash
flows attributable to the hedged risk, based ondhginally documented risk management
strategy pertaining to a given hedging relationship

c) In the case of a cash flow hedge, the contemplatersaction to which the hedge relates is
highly probable and exposed to variability in cdkdws, 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 andnihetdrto have been highly effective
throughout the financial reporting periods for whtbe hedge was designated.

Inventories

Inventories are measured at cost, using a weightechge cost formula. Any downward adjustment of
the value of inventories to the net selling prisemiade through recognition of impairment losses.
Furthermore, inventories that are slow-moving oiclwthave become obsolete or whose usability has
become in any way limited, are revalued as at tiee & each financial year. If the circumstances
leading to a decrease in the value of inventoresse to apply, a reverse adjustment is made, i.e.
inventories are remeasured at their pre-impairmalute.

Impairment losses on inventories and stock-takisgrdpancies are charged to cost of products sold.

Deferred income tax

In line with IAS 12 "Income Taxes", deferred incotag is determined using the liability method and
recognised in the financial statements for all terapy differences between the carrying amounts of
assets and liabilities and their tax values, a$ agefor any unused tax loss carry-forwards. Defirr
tax assets are recognised for temporary differetwéise extent it is probable that the assets hvall
realised and that taxable profit will be availaldgainst which the differences can be utilised.
Unrecognised deferred tax assets are reviewed asa@t balance-sheet date. Any previously
unrecognised deferred tax assets are recognistte textent it is probable that there will be future
taxable income against which the assets can beedal

Deferred tax assets are recognised for all dedad@mporary differences arising from investments i
subsidiaries and associates only to the extestatabable that:

- the temporary differences will reverse in theekmeable future, and

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

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

A provision is recognised when the Group has agotesbligation (legal or constructive) as a restilt

a past event and it is probable that an outflowesburces embodying economic benefits will be
required to settle the obligation, and a relialsigngate can be made of the amount of the obligatfon
the Group anticipates that the costs for which jsfoms have been made will be recovered, e.g. under
an insurance agreement, any such recovery is rematjas a separate item of assets, but only when it
is practically certain to occur.

The cost related to a given provision is recognisethe statement of comprehensive income net of
any recoveries. If the effect of the time valuenodney is material, the amount of a provision is
determined by discounting the projected future cfeivs to their present value, using a pre-tax
discount rate reflecting the current market estamaif the time value of money, as well as any risk
associated with a given obligation. If the disconmtthod has been applied, any increase in the
provision with the passage of time is chargedriarice expenses.

The estimates of outcome and financial effect aerthined by the judgement of the companies’
management, based on past experience of similasaciions and, in some cases, reports from
independent experts.

Provisions are reviewed at each balance-sheetadat@adjusted to reflect the current best estintfte.

it is no longer probable that an outflow of resasrembodying economic benefits will be required to
settle the obligation, the provision is reversed.

The Group creates the following provisions:

e provision for warranty repairs — on the basis ef hiistorical cost of warranty repairs;

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

* provision for retirement benefits and length-ofvéee awards — calculated by actuaries;
* provision for employee benefits — bonus paymemsries and wages;

e provision for probable costs related to the curremancial year which will only be
invoiced in the following year (accrued expens&gpending on the type of accrued
expenses, they are charged to cost of sales bdiiti costs or administrative expenses;

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

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

Accruals and deferred income

In order to ensure the matching of revenues withted expenses, expenses relating to future periods
and deferred income are posted under liabilities gifven reporting period.

Accrued expenses

The Group recognises accrued expenses at probahlesvof 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.

10
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Deferred and accrued income

Deferred/accrued income includes primarily govemimgrants intended to finance assets and
revenue, as well as any excess of estimated revehated to the stage of completion of a long-term
contract, in accordance with IAS 11, over advameesived.

Government grants are disclosed in the statemeiimiaicial position at the amount of funds received
and then recognised as income over the periodssageto match them with the related costs they
are intended to compensate, on a systematic b@asigernment 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 deferraier@as those settled over a period of 12 months or
shorter are classified as current accruals andrdége

Functional currency and presentation currency

a) Functional currency and presentation currency

Items of the financial statements are measuredh& durrency of the primary economic
environment in which the Company operates (“fum@iccurrency”). 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 imeofuinctional 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 fratance-sheet valuation of monetary assets and
liabilities expressed in foreign currencies, areogmnised in the statement of comprehensive
income, unless they are taken to equity (when thalify for recognition as cash flow hedges or
hedges of net investments).

Material judgements and estimates

In view of the fact that many items presented iae donsolidated financial statements cannot be
measured accurately, certain estimates need tale in the preparation of the consolidated findncia
statements. The Management Board reviews such astntaking into account the changes in the
factors on which such estimates were based, nesnnaition and past experience.

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

Depreciation/amortisation charges for assets usedkn finance lease agreements
Depreciation/amortisation charges for items of prog plant and equipment and intangible assets
used under finance lease agreements are deteripassdi on their expected useful lives, which is
consistent with depreciation policy for assets #ratowned. Useful lives equal to agreement teem ar
not applied. The Group assumes that assets used leade agreements must be purchased.

Deferred tax assets
Deferred tax assets are recognised in respect ofiased tax losses to be deducted in the fututieeto
extent it is probable that taxable profit will beailable which will enable these losses to bessii.

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

Provision for old-age and disability retirement ledits

Old-age and disability retirement severance pagspaid to employees of the Group’s subsidiaries
operating under the Polish law in accordance viighprovisions of Art. 92 of the Polish Labour Code,
whereas at foreign companies such severance paysat in accordance with the local labour laws.
Actuarial valuation of long- and short-term bersef# performed as at the end of each financial. year

11
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Provision for warranty repairs

Provision for warranty repairs is calculated onlbasis of the historical costs of manufacturinghef
equipment sold and of the warranty repairs madbkérprevious years.
Long-term contracts

To account for long-term contracts, the Group @&3pli the provisions of
IAS 11 "Construction Contracts". When the outconfieacconstruction contract can be estimated
reliably, the percentage of completion method isdusThe stage of completion is determined by
reference to the contract costs incurred to dadetfamtotal costs planned to be incurred.
At the end of each reporting period, the Group rea&stimates regarding the outcome of each
contract. When it is probable that total contramdts will exceed total contract revenue, the exgubct
loss is immediately recognised in the statemewbaiprehensive income.
The amount of such a loss is determined irrespectivwhether or not work has commenced on the
contract, the stage of completion of contract @gtivor the amount of profits expected to arise on
other contracts which are not treated as singlstoaction contracts in accordance with I1AS 11:9.
The Group applies the above rules to account famngercial contracts related to the Group’s core
business whose performance terms exceed three snanthwhose total value is material from the
point of view of reliability of the financial stateents (revenue, expenses, and the financial reSti)
Group accrues only documented revenue, i.e. rewahigh is guaranteed under the original contract,
adjusted to account for any subsequent amendmentiset original contract (annexes), or which
constitutes any other revenue closely related ¢optioject. Any changes of the contract revenue are
taken into account if it is certain (i.e. a contracannexes to a contract have been signed) leasit
highly probable (i.e. annexes to a contract oriiebry contracts have been initialled) that therdl
will accept the amendments and the revenue amaqmotsded for in the amendments, and such
revenue can be reliably measured.
The stage of completion of a contract is determimgdeference to the contract costs actually irexurr
in the reporting period and documented by apprépaacounting evidence, and the costs of business
partners not yet invoiced.
The revenue as at the end of the reporting pesiattiermined based on the percentage of completion
of the contract, net of any revenue which affedtex financial result in previous reporting periods.
Estimated contract revenue attributable to thergiseporting period is recognised as revenue from
sales of products for the period, and discloseccuadsets in the statement of financial position as
receivables under settlement of long-term contracts
Any excess of advances received under a contramttbe estimated revenue attributable to a given
reporting period is recognised under liabilitieespaid deliveries. Up to the amount of the ediiha
contract revenue, advances reduce the receivahties gettlement of long-term contracts.
Any excess of invoiced revenue is recognised aaraaf income.

Derivative financial instruments
Derivative financial instruments are remeasureth@tend of each reporting period at their fair ealu
as determined by the bank.

Subjective judgement

Where a given transaction does not fall within #eope of any standard or interpretation, the
Management Board relies on its subjective judgnientetermine and apply accounting policies
which will ensure that the financial statementstaomonly relevant and reliable information andttha
they:

e give an accurate, clear and fair view of the Greugssets, 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,

e are complete in all material respects.

12
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Changes in accounting policies

The accounting policies applied when preparing ahntonsolidated financial statements are
consistent with the accounting policies used tavdu@ the annual consolidated financial statements
for the year ended December 31st 2011, save forfdlhewing amendments to standards and
interpretations effective for periods beginningJamuary 1st 2012.

The Group did not choose to apply early any newdsteds and interpretations which have already
been issued and endorsed by the European Uniomilbbe effective after the balance-sheet date.

» Amendment to IFRS 7 "Financial Instruments: Disclosire — Transfers of Financial Assets"”
The amendments introduce a requirement to maksckodure which is sufficient to enable users
of financial statements understand the relationslgpveen transferred financial assets that are
not derecognised in their entirety and the assedisfbilities, and evaluate the nature of, and
risks associated with, the entity’s continuing itwement in derecognised financial assets. The
amended standard provides a definition of "contigunvolvement” to ensure application of the
disclosure requirements.

The application of the said amendments did notcaffee Group's financial position or operating

results.

» Amendments to IAS 12 "Income Tax — deferred tax —e&covery of underlying assets"
The amended standard provides guidance on howetsune deferred tax when the tax laws
provide for a different treatment depending on \whetthe value of investment property is
recovered through its use or sale, and the emstitypt planning to use the property. In such a case,
the investment property is expected to be solthdfobjective of the entity's business model for
the investment property is to recover the econdpeicefits from the investment property over
time rather than through its sale, the presumpgsaebutted and deferred tax is calculated based
on the use of investment property other than thnatggsale.

The application of the said amendments did notcaffee Group's financial position or operating

results.

New standards to be applied by the Group
Below are presented new standards and IFRIC irg&fons which have been published by the
International Accounting Standards Board but ateyabeffective for the current reporting period.

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

»  Amendments to IAS 12 "Income Tax" — deferred tax— recovery of underlying assets
(effective for annual periods beginning on or aft@enuary 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 aftenuary 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 Statemest" —(effective for annual periods
beginning on or after January 1st 2013),

13
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>

>

IAS 28(revised 2011) "Investments in Associates and JoiMentures" (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 — Presentaf Items of Other
Comprehensive Income" (effective for annual perioeginning 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 phasesurface mining (effective for annual
periods beginning on or after January 1st 2013),

The Management Board does not expect the abovelastis and interpretations to have any

significant effect on the accounting policies ap@lby the Group, save for the need to make certain
additional or new disclosures. The Management Bo#ttle parent is in the process of analysing the
consequences and effects of applying these newda@s and interpretations on its financial

statements.

14



HEAT TREATMENT EQUIPMENT

3. Financial highlights

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

Financial year 31.12.2012 Dec 31 2011
Average exchange rate for
the period* 4.1736 4.1401
Exchange rate effective far
the last day of the period 4.0882 44168

*)arithmetic mean of the exchange rates effectivetfe last day of each month in the period.

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

Itemsof the consolidated statement of comprehemsao@meand consolidated statement of cash flows
have been translated using the exchange ratedateltas the arithmetic means of the EUR/PLN mid
market rates quoted by the National Bank of Pomeéffective for the last day of each month in the
reporting period.

The table below presents key items of the cons@itlatatement 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-Q4

Q1-0Q4 Jan 1-Dec 31 Jan 1-Dec 31

ltem
2012 2011 2012 2011
(PLN ‘000) (EUR ‘000)

Revenue 497,629 370,964 119,232 89,602
Cost of sales -377,762  -278,754 -90,512 -67,330
Operating profit/(loss) 39,998 29,025 9,583 7,011
Profit (loss) before tax 40,798 19,735 9,775 4,767
Profit (loss), net of tax 28,045 15,093 6,720 3,646
Net cash flows from operating activities 53,398 26,552 12,794 6,413
Net cash flows from investing activities -8,386  -8,760 -2,009 -2,116
Net cash flows from financing activities -10,251 -12,499 -2,456 -3,019

31122017 O5C3N s1az0012 PSS
Total assets 431,868 390,364 105,638 88,382
Total liabilities 182,117 159,032 44,547 36,006
including current liabilities 147,496 128,250 36,078 29,037
Equity 249,750 231,332 61,091 52,375
Share capital 3,652 3,652 893 827
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The table below presents key items of the sepatatement of financial position, statement of
comprehensive income and statement of cash floadadied in the separate financial statements

and the comparable data, translated into the euro:

Separate financial highlights

Q1-Q4 Q1-Q4
Jan 1-Dec 31 Jan 1-Dec 31
Item 2012 2011 2012 2011
(PLN ‘000) (EUR ‘000)

Revenue 158,109 126,818 37,883 30,632
Cost of sales -118,723 -92,051 -28,446 -22,234
Operating profit/(loss) 8,491 9,168 2,034 2,214
Profit (loss) before tax 7,456 5,349 1,786 1,292
Profit (loss), net of tax 5,636 4,169 1,350 1,007
Net cash flows from operating activities 39,082 2,306 9,364 557
Net cash flows from investing activities -6,316  -2,550 -1,513 -616
Net cash flows from financing activities -9,902  -1,087 -2,373 -263

st122013 Dol s1122017 PSS
Total assets 238,607 226,541 58,365 51,291
Total liabilities 59,554 55,210 14,567 12,500
including current liabilities 44,472 40,958 10,878 9,273
Equity 179,053 171,332 43,798 38,791
Share capital 3,652 3,652 893 827
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INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD

OCTOBER 1ST-DECEMBER 31ST 2012

17
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INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITIO N (PLN ‘000)
Assets Dec 31 2012 Sep 30 2012 Dec 31 2011
NON-CURRENT ASSETS 155,706 153,980 160,853
Property,,plant,and,equipment 49,781 49,852 52 979
Investment,property 409 412 422
Goodwill 60,720 60,555 65 116
Intangible,assets 14,575 13,479 14 091
Investments,in,associates 19,160 20,104 18 462
Available-for-sale,financial,assets 3 3 3
Loans,and,receivables 13
Other,assets, 992 17
Deferred,tax,assets 10,053 9,558 9780
CURRENT ASSETS 272,454 259,837 225,347
Inventories 28,384 33,318 26 034
Trade,receivables 74,054 63,908 107 077
Income,tax,assets 548 1311
Other,current,receivables 17,770 17,606 11 642
Accruals,and,deferred,income 4,785 11,343 2171
Financial,assets,at,fair,value,through, profitassl 4,028 2,740 10
Loans,and,receivables 8 5
Cash,and,cash,equivalents 55,201 46,395 20 285
Contract,settlement 87,677 84,521 56 817
ASSETS HELD FOR SALE 3,708 4,164 4,164
TOTAL ASSETS 431,868 417,980 390,364
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. e as at as at as at
Equity and liabilities 31.12.2012r. 30.09.2012r. 31.12.2011r.

EQUITY 249,75C 247,823 231,332
Equity,attributable,to,owners,of the,parent 248,58 247,293 231 540
Share,capital 3,652 3,652 3652
Reserve,funds 189,136 189,136 177 662
Other,components,of,equity
Retained,earnings/(deficit) 55,763 54,505 50 226
Non-controlling,interests 1,199 529 -208

NON-CURRENT LIABILITIES 34,622 31,979 30,782
Borrowings,and,other,debt,instruments 3,100 3,987 5 568
Financial,liabilities 1,112 256 113
Deferred,tax,liabilities 19,461 18,677 15 654
Provision,for,retirement,and,similar,benefits 394 4,468 4 896
Accruals,and,deferred,income, 4,515 4,592 4 552
Other,provisions,and,liabilities 2,484

CURRENT LIABILITIES 147,496 138,178 128,250
Borrowings,and,other,debt,instruments 16,509 18,686 22 555
Financial,liabilities 1,658 360 7 342
Trade,payables 33,061 32,477 26 353
Income,tax,payable 5,431 3,988
Taxes,,customs,duties,and,social,security,payable ,4532 3,802 1 806
Other,current,liabilities 4,829 6,745 6 007
Provision,for,retirement,and,similar,benefits 6,160 5,102 5088
Other,provisions 7,956 5,377 4 490
Accruals,and,deferred,income, 69,439 61,641 54 608

LIABILITIES HELD FOR SALE

TOTAL EQUITY AND LIABILITIES 431,868 417,980 390,364
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FCOWARWIC,

INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INC OME (PLN ‘000)

for the period Jan
1-Dec 31 2012

for the period Oct
1-Dec 31 2012

for the period Jan
1-Dec 31 2011

for the period Oct
1-Dec 31 2011

(Q1-Q4 2012) (Q4 2012) (Q1-Q4 2011) (Q4 2011)
Revenue, including: 497,629 147,068 370,964 105,713
Revenue from sale of finished goods 485,892 146,347 368,612 104,689
Revenue from sale of merchandise and materials 311,7 721 2,352 1,025
Cost of sales, including: -377,762 -114,532 -278,754 -80,807
Finished goods sold -367,919 -115,243 -277,064 -80,017
Merchandise and materials sold -9,843 711 -1,690 -790
Gross profit/(loss) 119,867 32,536 92,210 24,906
Other income 2,983 692 1,866 -256
Distribution costs -25,193 -7,894 -20,107 -6,170
Administrative expenses -54,809 -17,716 -42,509 -13,779
Other expenses -2,849 -1,195 -2,434 611
Operating profit/(loss) 39,998 6,423 29,025 5,312
Gain (loss) on accounting for acquisition of cohtro
Gain (loss) on disposal / result related to lossaowitrol -1,161 -867
Finance income 7,991 605 466 -1,708
Finance expenses -8,408 -84 -9,791 -4,610
Share of net profit (loss) of associates 1,217 145 1,196 1,159
Profit (loss) before tax 40,798 7,088 19,735 -714
Actual tax expense -13,014 -1,627 -4,936 838
Net profit (loss) from continuing operations 27,784 5,461 14,799 124
Profit/(loss) on discontinued operations
Profit (loss) attributable to non-controlling inésts -261 149 -294 613
Profit (loss) for financial year, net of tax 28,045 5,313 15,093 738

20



HEAT TREATMENT EQUIPMENT //

for the period

for the period Oct for the period Jan for the period Oct

OTHER COMPREHENSIVE INCOME: Jan ;(;][_)zec 31 1-Dec 31 2012 1-Dec 31 2011 1-Dec 31 2011
(Q1-Q4 2012) (Q4 2012) (Q1-Q4 2011) (Q4 2011)
Valuation of derivative instruments: 2,522 271 -361 2,688
- Valuation of cash flow hedging derivatives 3,114 336 -1,142 2,623
- Income tax in respect of derivative instruments -592 -64 781 65
Translation reserve -12,934 -,3,724 11,135 4,658
Actuarial gains/(losses) on a defined benefit eetient plan 305 305 -1,487 -1,487
Other comprehensive income, net -10,106 -3,147 9,287 5,860
Total comprehensive income 17,939 2,166 24,380 6,598
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INTERIM CONSOLIDATED STATEMENT
OF CASH FLOWS(PLN ‘000)

for the period Jan for the period Jan
1-Dec 312012  1-Dec 312011

OPERATING ACTIVITIES (Q1-Q4 2012) (Q1-Q4 2011)
Profit (loss) before tax 40,798 19,735
Total adjustments: 13,856 12,540
Sg&t[?/ irr;g][ﬁtogrofit of subordinates accounted sumgithe 1,217 1,196
Depreciation and amortisation 7,280 6,273
Foreign exchange gains/(losses) -1,297 1,880
Interest and profit distributions (dividends) 1,319 1,368
Profit/(loss) on investing activities -1,758 2,166
Change in provisions 6,797 2,550
Change in inventories -1,108 -3,820
Change in receivables 25,160 -39,568
Change in current liabilities (other than finandiabilities) 4,630 738
Change in accruals and deferrals -17,410 35,653
Derivatives -8,544 6,532
Other adjustments 4 -38
Cash from operating activities 54,654 32,275
Income tax (paid)/refunded -1,256 -5,722
Net cash flows from operating activities 53,398 26,552
INVESTING ACTIVITIES ,
Inflows 1,478 565
Proceeds from disposal of intangible assets angkpiy

plant and equipment 695 287
Other inflows from financial assets 508 5
Cash received in connection with derivative insteais 275 273
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Outflows 9,864 9,326
Inve_stments in |ntang|ble assets, property, pladt a 6.408 7.019
equipment, and investment property
Acquisition of related entities 2,334 478
Other cash used in investing activities 29
Cash attributable to entities the Group no longetols 508
Cash paid in connection with derivative instruments 1,093 1,320
Net cash flows from investing activities -8,386 -8,760
FINANCING ACTIVITIES
Inflows 12,885 10,987
Net proceeds from issue of shares or other equstyiments 608
and equity contributions
Borrowings and other debt instruments 12,277 10,987
Outflows 23,136 23,486
Dividends and other distributions to owners 1,048
Repayment of borrowings and other debt instruments 21,417 20,861
Payment of finance lease liabilities 417 297
Interest paid 1,303 1,280
Net cash flows from financing activities -10,251 -12,499
Total net cash flow 34,761 5,293
Balance-sheet change in cash, including: 34,916 4,484
- exchange differences on cash and cash equivalents 89 -5
Cash at beginning of the period 20,239 14,946
Cash at end of the period, including: 55,000 20,239
- restricted cash 5,347
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INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY  (PLN '000)

Capital
Share Reserve rf:\/earl\l';{irg: Other ei?:[]eallﬂne Retained  Non-controlling Total
capital funds reserves 9 earnings/(deficii  interests equity
of differences
derivatives
Twelve months ended Dec 31 2011
Equity as at Jan 1 2011 3,652 172,843 -17 35 11111901, 1,155 30,335 208,002
Total comprehensive income for twelve months
ended DeC 31 2011 -925 ll!ll!l|!|111135! -923 9’287
Distribution of profit (dividend) -1,048 -1,048
Share-based payments -35 -35
Transfer of 2010 profit/loss to statutory reserve 4.819 4,819 0
funds
Net profit 15,093, 15,093
Changes in equity of SECO/WARWICK Allied 241 241
(India) not related to net profit/loss
Equity attributable to non-controlling interests in 208 -208
SECO/WARWICK GmbH
Equity as at Dec 31 2011 3,657 177,66: -94z 0 12,28 38,87¢ -20€ 231,332
Twelve months ended Dec 31 2012
Equity as at Jan 1 2012 3,652 177,662 -942 0 12,289 38,879 -208 231,332
Total comprehensive income for the twelve months
ended Dec 31 2012 2,522 -12,934 305 -10,106
Errors from previous years -132 -132
Transfer of previous years’ profit/loss to statytor 11,475 111,475 0
reserve funds
Net profit/loss 28,045 28,045
Non-controlling interests -795 1,407 612
Equity as at Dec 31 2012 3,65¢ 189,13t 1,58( 0 -64¢ 54,82¢ 1,19¢ 249,750
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INTERIM CONDENSED
SEPARATE FINANCIAL STATEMENTS
FOR THE PERIOD
OCTOBER 1ST-DECEMBER 31ST 2012
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INTERIM SEPARATE STATEMENT OF FINANCIAL POSITION
(PLN '000)
Assets ESEL
Dec 31 2012 Sep 302012 Dec 312011
NON-CURRENT ASSETS 134,465 133,168 132,716
Property,,plant,and,equipment 19,607 19,951 21 167
Investment,property 409 412 422
Intangible,assets 12,409 12,423 12 891
Investments,in,subsidiary, ,jointly-
controlled,and,associated,entities 97,432 97,432 94915
Deferred,tax,assets 4,609 2,950 3320
CURRENT ASSETS 100,795 99,853 90,055
Inventories 14,213 17,414 14 535
Trade,receivables 33,430 32,625 42 783
Income,tax,assets 548 1311
Other,current,receivables 6,811 8,262 3740
Accruals,and,deferred,income 847 909 834
Financial,assets,at,fair,value,through,profit,@slo 2,671 1,830
Loans,and,receivables 2,463 161 2 453
Cash,and,cash,equivalents 24,249 17,773 1452
Contract,settlement 15,564 20,879 22 948
ASSETS HELD FOR SALE 3,347 3,770 3,770
TOTAL ASSETS 238,607 236,791 226,541
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Sy el Dec 312012 Sep302012 Dec 31 2011
EQUITY 179,053 178,611 171,331
Share,capital 3,652 3,652 3 652
Reserve,funds 165,531 165,531 161 361
Other,components,of,equity
Retained,earnings/(deficit) 9,870 9,428 6 318
NON-CURRENT LIABILITIES 15,083 14,427 14,252
Borrowings,and,other,debt,instruments 3,100 3,575 5126
Deferred,tax,liabilities 7,230 6,094 4 408
Provision,for,retirement,and,similar,benefits 238 165 165
Accruals,and,deferred,income 4,515 4,592 4 552
CURRENT LIABILITIES 44,472 43,753 40,958
Borrowings,and,other,debt,instruments 1,550 1,589 8 269
Financial,liabilities 186 200 4 327
Trade,payables 9,569 12,262 11077
Income,tax,payable 155
Other,current,liabilities 3,086 3,558 2994
Provision,for,retirement,and,similar,benefits 2,432 2,015 2180
Other,provisions 3,990 1,930 2072
Accruals,and,deferred,income, 23,658 22,043 10 039
LIABILITIES HELD FOR SALE
TOTAL EQUITY AND LIABILITIES 238,607 236,791 226,541
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INTERIM SEPARATE STATEMENT OF COMPREHENSIVE INCOME (PLN ‘000)

1-Dec 31 2012

1-Dec 31 2012

1-Dec 31 2011

for the period Jan for the period Oct for the period Jan for the period Oct
1-Dec 31 2011

(Q1-Q4 2012) (Q4 2012) (Q1-Q4 2011) (Q4 2011)

Revenue, including: 158,109 48,520 126,818 36,116

Revenue from sale of finished goods 157,576 48,418 126,374 35,889

Revenue from sale of merchandise and materials 533 102 444 227
Cost of sales, including: -118,723 -37,206 -92,051 -27,290

Finished goods sold -118,216 -37,109 -91,729 -27,137

Merchandise and materials sold -507 -97 -321 -152
Gross profit/(loss) 39,387 11,314 34,768 8,826
Other income 1,986 280 1,938 -156
Distribution costs -4,702 -1,567 -4,770 -1,023
Administrative expenses -25,432 -8,297 -20,960 -5,758
Other expenses -2,747 -1,630 -1,808 388
Operating profit/(loss) 8,491 -100 9,168 2,280
Finance income 2,992 -291 1,015 -2,886
Finance expenses -4,027 480 -4,834 -615
Profit (loss) before tax 7,456 288 5,349 -1,221
Actual tax expense -1,820 -176 -1,180 240
Net profit (loss) from continuing operations 5,636 113 4,169 -981
Profit (loss) for financial year, net of tax 5,636 113 4,169 -981
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for the period

OTHER COMPREHENSIVE INCOME: Jan 1-Dec 31
2012

(Q1-Q4 2012)

Valuation of cash flow hedging derivatives 2,574
Income tax relating to other comprehensive income 489-
Other comprehensive income, net 2,085
Total comprehensive income 7,721

for the period
Oct 1-Dec 31

2012
(Q4 2012)

406
=77

329

442

for the period
Jan 1-Dec 31
2011

(Q1-Q4 2010)
-,908

173
-736

3,433

for the period
Oct 1-Dec 31
2011

(Q4 2011)
1,207

-229
978

-3
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INTERIM SEPARATE STATEMENT OF CASH FLOWS (PLN ‘000)
for the period Jan 1— for the period Jan

Dec 31 2012 1-Dec 31 2011

OPERATING ACTIVITIES (Q1-Q4 2012) (Q1-Q4 2011)
Profit (loss) before tax 7,456 5,349
Total adjustments: 32,960 223
Depreciation and amortisation 3,365 2,689
Foreign exchange gains/(losses) 766 -553
Interest and profit distributions (dividends) 238 463
Profit/(loss) on investing activities 1,871 585
Change in provisions 2,237 726
Change in inventories 961 -4,477
Change in receivables 8,033 -5,888
Change in current liabilities (other than finamdiabilities) -1,053 -1,533
Change in accruals and deferrals 20,953 4,807
Derivatives -4,413 3,438
Other adjustments -36
Cash from operating activities 40,415 5,572
Income tax (paid)/refunded -1,334 -3,266
Net cash flows from operating activities 39,082 2,306
INVESTING ACTIVITIES
Inflows 2,735 3,135
Proceeds from disposal of intangible assets angepty plant

) 668 197
and equipment
Repayment of non-current loans advanced 2,002 2,691
Cash received in connection with derivative instents
Interest income 64 247
Outflows 9,051 5,684
Invgstments in |ntang|ble assets, property, pladt a 2635 2956
equipment, and investment property
Acquisition of related entities 3,703 2,149
Increase in loans advanced 2,455 453
Cash paid in connection with derivative instrunsent 258 126
Net cash flows from investing activities -6,316
FINANCING ACTIVITIES -2,550
Inflows 2,301
Borrowings and other debt instruments 2,301
Outflows 9,902 3,389
Dividends and other distributions to owners 1,048
Repayment of borrowings and other debt instruments 9,413 1,570
Payment of finance lease liabilities 187 49
Interest paid 302 722
Net cash flows from financing activities -9,902 -1,087
Total net cash flow 22,863 -1,331
Balance-sheet change in cash, including: 22,797 -1,327
- exchange differences on cash and cash equigalent 66 -4
Cash at beginning of the period 1,411 2,742
Cash at end of the period 24,274 1,411
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INTERIM SEPARATE STATEMENT OF CHANGES IN EQUITY (PLN '000)

Capital reserve fror Other . reserves
starecapte "Eoe'®“evaliaionof - comporenisc Feldned - tow - Toul
hedging instrument equity o ——
Twelve months ended Dec 31 2011
Equity as at Jan 1 2011 3,652 154,136 -17 36 11,175 168,981
Dividends -,1,048 -,1,048
Management stock options -36 -36
Distribution of profit 7,225 -, 7,225 0
Equity as at Dec 31 2011 3,652 161,36: -, 75% C 7,071 171,331
Twelve months ended Dec 31 2012
Equity as at Jan 1 2012 3,652 161,361 -, 758 0 7,071 171,331
Dividends
Distribution of profit 4,16¢ -4,16¢
Net profit/loss 5,63¢ 5,636
Equity as at Dec 31 2012 3,652 165,53: 1,332 C 8,53¢ 179,053
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SUPPLEMENTARY INFORMATION TO
THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS FOR THE PERIOD HDED
DECEMBER 31ST 2012

32



HEAT TREATMENT EQUIPMENT //

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 2012 2011
Sales of products 485,892 368,612
Sale of merchandise and materials 11737 2,352
TOTAL revenue 497,629 370,964
Other income 2,983 1,866
Finance income 7,991 466
TOTAL revenue and income 508,603 373,296

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. Useasuium 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 industry,BCgrocesses 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.
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The SECO/WARWICK Group specialises in a selectegjeaof aluminium heat treatment processes,
which generally offer a wide range of applicatiombe Aluminium Process solutions offered by the
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 aluministngs:

HEAT TREATMENT EQUIPMENT //

Aluminium heat treatment systems (Aluminium Procesk

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 tngl 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).

Financial data for the segments includes only segmaenue, expenses and segment's profit or loss.

It is impracticable for the Group to allocate asdetthe particular segments as its plant and ewgip
(including buildings and structures) is shared byhe@ segments.
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Revenue and net profit/loss of operating segmeng Bec 31 2012

Continuing operations

Item v pT— Ml Discontinue | Unallocated Total
acuum uminium e d operations items
Furnaces S VAT, Process Furnaces UElE! P

Total segment revenue 123,508 38,912 62,913 36,189 207,016 468,538 29,091 497,629
Total segment expenses -91,922| -27,276 -49,209 -26,297| -159,754 -354,458 -23,304 -377,762)
Administrative expenses -54,809 -54,809
Distribution costs -25,193 -25,193
Operating income 2,983 2,983
Operating expenses -2,849 -2,849
Profit/(loss) from continuing
operations before tax and finance
costs

31,586 11,636 13,704 9,892 47,262 114,080 39,998
Finance income 7,991 7,991
Finance expenses -8,408 -8,408
Profit (loss) before tax 39 581
Actual tax expense -13,014 -13,014
Net profit (loss) from continuing
operations 26,567
Gain (loss) on disposal / result
related to loss of control over
subordinated entities
Share in profit of associate 1,217 1,217
Profit (loss) attributable to non-
controlling interests 261 261
Net profit/(loss) for period 28,045
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Revenue and net profit/loss of operating segmeng Bec 31 2011

Iltem

Continuing operations

Discontinue

Unallocated

Vacuum Aluminium | Mélting 2 eErEias fas Total
Furnaces S VAT, Process Furnaces UElE! P

Total segment revenue 86,661 28,171 79,426 28,494 117,260 340,013 30,951 370,964
Total segment expenses -63,684] -18,866 -56,956 -21,686 -95,658] -256,750 -22,005 -278,755
Administrative expenses -42,509 -42,509
Distribution costs -20,107 -20,107
Operating income 1,866 1,866
Operating expenses -2,434 -2,434
Profit/(loss) from continuing
operations before tax and finance
costs

22,977, 9,305 22,470 6,808 21,703 83,263 29,025
Finance income 466 466
Finance expenses -9,791 -9,791
Profit (loss) before tax 19,700
Actual tax expense -4,936 -4,936
Net profit (loss) from continuing
operations 10188,
Gain (loss) on disposal / result
related to loss of control over
subordinated entities -1,161 -1,161
Share in profit of associate 1,196 1,196
Profit (loss) attributable to non-
controlling interests 294 294
Net profit/(loss) for period 15,093
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PROPERTY, PLANT AND EQUIPMENT

In the period January 1st-December 31st 2012, ke af acquired intangible assets and property,
plant and equipment at the SECO/WARWICK Group anedimo PLN 6,408 thousand.

Item 31.12.2012 30.09.2012 Dec 31 2011

Tangible assets 48,546 48,416 51,427
Tangible assets under construction 1,35 1,436 1,552
Prepayments for tangible assets under
construction
Property, plant and equipment 49,781 49,852 52,979
IMPAIRMENT LOSSES ON ASSETS

Impairment losses 31.12.2012 | 30.09.2012 | Dec 31 2011
Trade receivables 2,105 2,609 2,561
Equity interests 2,307 1,937 1,088
Tangible assets - - -
Loans 821 407 -
Inventories 1,762 2,586 1,737

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

On May 28th 2012, the Annual General Meeting of SBEARWICK S.A. adopted Resolution
No. 20 concerning distribution of profit for therel from January 1st to December 31st 2011. The
entire net profit earned by SECO/WARWICK S.A. Sfiebodzin in the financial year 2011, that is
PLN 4,169,370.80 (four million, one hundred andtysixine thousand, three hundred and seventy
zloty, 80/100), was transferred to statutory resdmnds.

INVESTMENT COMMITMENTS

As at December 31st 2012, the Group had investiw@mimitments concerning property, plant and
equipment in the amount of PLN 334 thousand. Tlaeseunts were used to purchase new plant and

equipment.

OFF-BALANCE SHEET CONSOLIDATED ITEMS

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

previous financial year

Dec 31 2012 Sep 30 2012 Dec 31 2011

Contingent receivables - 421 639
from related entities

from other entities (including) - 421 639
- guarantees and sureties - 421 639
Contingent liabilities 47,962 74,963 72,686,
from related entities 10,814 12,259 6,855
from other entities (including) ,37,148 62,703 65,831
- guarantees and sureties 37,148 62,703 65,831
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SURETIES ADVANCED BY SECO/WARWICK S.A.

Company Bank Surety in respect of | Currency |31.12.2012 A'\(AP(I)_KI)\IT
S/W ALLIED Puvt. Ltd.| Union Bank of India Guarantee and credit facility INR 225000 | 12,753
RETECH Systems East West Bank Credit guarantee U$SD 1,000 3,100

RETECH Systems HSBC BANK USAGuarantee and credit facility USD 25000* | 77,490

RETECH Systems HSBC BANK USAGuarantee and credit facility USD 3 500* 10,849

S/W Corp. HSBC BANK USA Guarantee and credit facility USD 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 used2 )80 thousand of available credit limits

. Dec 31| AMOUN

Company Bank Surety in respect of | Currency 2011 | T (PLN)

S/W ALLIED Puvt. Union Bank of Guarante'e. and credi INR 225000 14,423

Ltd. India facility

RETECH Systems East West Bank Credit guarantege USD1.000 3,417
RETECH Systems|  East West Bank G“araggi‘ﬁ;”d credit ysp | 19,000 64,931
Hart-Tech BG Bank Conditional surety PLN 2,000 2,00(

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. Ltfindia) from INR 147,500 thousand to INR
225,000 thousand. The total value of the surensiated at the INR/PLN mid-exchange rate quoted
by the National Bank of Poland for the date ofrdsolution, is PLN 14,233 thousand.

On December 31st 2010, James A. Goltz advancedetecR Systems LLC a loan of USD 1,000
thousand. Repayment of the loan is guaranteed IGCAEARWICK S.A. At present, the principal
outstading under the loan is USD 500 thousand.

On July 6th 2012, the SECO/WARWICK Management Bqanalided a surety for the liabilities of
RETECH SYSTEMS LLC of the US (a wholly-owned sulsig of SECO/WARWICK S.A.). The
surety is to secure repayment of credit faciliidsch 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@(6@enty 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 agreenuate to June 30th 2015.

On June 19th 2012 the Company’s Management Boaogted a resolution to issue a surety for
liabilities of SECO/WARWICK Corp. (USA). The sureig to secure credit facilities granted to
SECO/WARWICK Corp. by HSBC BANK USA, N.A. The suyewas provided for up to USD
1,800,000 (one million, eight hundred thousand W8ads) and covers the repayment of principal
with interest, commission fees, charges and cogtenthe credit facility agreement in the periaatrir
the agreement date to June 30th 2015.

On December 31st 2012, the Company executed aySAgreement with Bank Handlowy w

Warszawie S.A. The surety provided by the CompamySECO/WARWICK EUROPE S.A,, in the

amount of PLN 6,000 thousand, serves as securitydpayment of the bank's claims under an
overdraft facility of PLN 5,000 thousand extendey the Bank under an Overdraft Facility
Agreement. The surety expires on June 30th 2014.
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RESTRUCTURING PROVISIONS

In the period from January 1st to December 31st22@fhie SECO/WARWICK Group did not
recognise any provisions for restructuring costs.

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 Q4 2012

These interim condensed consolidated financiaéstants 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 (“IASB”) and the International Financial Refpag Interpretations Committee (“IFRIC”).

These interim condensed separate consolidatedcfadastatements have been prepared in accordance
with International Accounting Standard 34.

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

The operations of the SECO/WARWICK Group. are nqiosed to any significant seasonality or
cyclicality

Types and amounts of items affecting assets, equiyd liabilities, share capital, net profit/(loss),
or cash flows, which areunusual due to their typesize oreffect

In the business activities of SECO/WARWICK S.A. aitsl 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 tygime or effect.

Types and amounts of changes in estimates disclosadrevious interim periods of the financial
year 2012 or changes in estimates disclosed in piews financial years if they have a material
bearing on Q4 2012

In the business activities of SECO/WARWICK S.A. ahd SECO/WARWICK Group, there were no
changes in the disclosed estimates that wouldjatieeir type or amount, have a material bearing on
the results of Q4 2012.

Issue, redemption and repayment of debt and equitgecurities
No debt or equity securities were issued, redeameepurchased in Q4 2012.
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Earnings per share

31.12.2012 Dec 31 2011
Weighted average number of shares 10,476,210 10,476,210
Earnings attributable to owners of the parent 28,04 15,093
Earnings per share 2.68 1.44
Dilutive effect:
Number of potential subscription warrants for 2@02-6 500,000
Number of potential shares issued at market price ,289%
Adjusted weighted average number of ordinary shases
to calculate diluted earnings per share 10,972,921
Diluted earnings per share 2.56 1.44

Material events subsequent to the end of Q4 2012,0ndisclosed in the financial
statements for Q4 2012 but potentially having a matial bearing on future performance
of the SECO/WARWICK Group

On January 3rd 2013, in Current Report No. 01/2013 SECO/WARWICK Management Board
reported of the acquisition of shares in a subsgidi®n December 18th 2012, the Extraordinary
General Meeting of SECO/WARWICK EUROPE S.A.&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 Puréfgreement, 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 parthe Company's business to a subsidiary as a
contribution to cover the subsidiary's new issum e

Save for the above, in the operations of SECO/WABMK/IS.A. and its subsidiaries, no material
events occurred which might have a material beasmthe future performance of SECO/WARWICK
S.A. or the SECO/WARWICK Group.

Other supplementary information

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

OO0 SCT (Solnechnogorskiy Centr TermoobrabotkylRo$sia was registered on August 17th 2012.
The company's business consists in the provisiommefal 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.
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As part of continuing implementation of the Grougiisitegy, SECO/WARWICK ThermAL S.A. was
renamed as SECO/WARWICK EUROPE S.A. on October 20tP.

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 sdlary owned through
SECO/WARWICK GmbH, which holds a 100% interest BC®D/WARWICK Service GmbH.

In Q4 2012, there were no other changes in the SB@AWICK Group’s structure resulting from
mergers, acquisitions or disposals of Group conggnilong-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 the results presentein the Q4 2012 report

The SECO/WARWICK Management Board has not publisdiegd forecasts for 2012 concerning the
Company’s or the Group’s financial performance.

3. Shareholders holding, directly or indirectly, 5% of the total vote at the General
Meeting as at the date of release of this reportncluding information on any changes
subsequent to the release of the previous quarterhgport

Table: Shareholders holding — directly or indirectlythrough subsidiaries — 5% or more of the total va¢ at the
General Meeting as at October 29th 2012

% of
: total vote
Shareholder Number _Ownershlp Number at the
of shares| interest (%) | of votes
General
Meeting
SW Poland Holding B.V. (Netherlands) 4,119,508 39.32%( 4,119,508 39.32%
Spruce Holding Limited Liability Company (USAL,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 own calculations by SECO/MWHKK S.A. following a change in the
amount and structure of the share capital effeateBecember 9th 2010.
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Table: Shareholders holding — directly or indirectlythrough subsidiaries — 5% or more of the total vat at the
General Meeting as at March 1st 2013

% of
: total vote
Shareholder Number _Ownershlp Number at the
of shares| interest (%) | of votes
General
Meeting
SW Poland Holding B.V. (Netherlands) 4,119,508 39.32%( 4,119,508 39.32%
Spruce Holding Limited Liability Company (USAL,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%*
AMPLICO 577,470 5.51%| 577,470 5.51%

* Percentages based on own calculations by SECO/WKIK S.A. following a change in the
amount and structure of the share capital effeateBecember 9th 2010.

On November 12th 2012, the Company was notified filnads managed by Amplico Powszechne
Towarzystwo Emerytalne S.A. (Amplico Otwarty Fundu&merytalny and Metlife Amplico
Dobrowolny Fundusz Emerytalny) exceeded the 5%stiulel of the total vote at the Company’'s
General Meeting. See Current Report No. 32/2012.

From the publication date of the Q3 2012 reporil uhe date of release of this report (March 1st
2013), there were no other changes occurred irfisigmt holdings of the Issuer shares.

4. SECO/WARWICK shares held by members of the Managem# Board and
Supervisory Board as at the date of release of thigport, including information on
any changes subsequent to the publication of the @®12 report

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

Table: Number of the Company shares held by the mamgment and supervisory staff (and changof thereirgs at
October 29th 2012 and March 1st 2013

29.10.2012 01.03.2013
Total par
Number of . Number of .
SECOMWARWICK | OWnership [ % of | poreaserincreas{ SECOMWARWICK | OWnership | % oftotal | value of
- interest (%) | total vote - interest (%) vote '(sgar\le)s
Management Board
Pawet Wyrzykowski 13,54 0.13%| 0.13% 0 13,541 0.13%| 0.13% 2,708
Wojciech Modrzyk 40Q 0.004%| 0:004 0 400| 0.004%| 0.004% 8Q
(0]
Witold Klinowski (1) 58,100 0.55%| 0.55% -58,100
Jozef Olejnik (2) 58,100 0.55%| 0.55% -58,100
Jarostaw Talerzak (3
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Supervisory Board

Andrzej Zawistowski

307,100 2.93%

2.93%

-307,100

Henryk Pilarski

10Q 0.001%

0.001
%

0

100

0.001%

0.001%

20

Jeffrey Boswell

229,638 2.19%

2.19%

-,219,857

9,776

0.09%

0.09%

1,955

James A.Goltz

Witold Klinowski (1)

Piotr Kowalewski (4)

Mariusz Czaplick{5)

Zbigniew Rogé (6)

Dr Gutmann Habig
(7)

Commercial proxies

Dorota Subsar

Piotr Walasek

Katarzyna Kowalskal

Total

666,974 6.37%

6.37%

-643,157

23,817

0.23%

0.23%

4,763

Item

01.03.2013

Number of shares

10,476,210

Par value of shares

0.2

Share capital

2,095,242.0(

@ On November 28th 2012, the Extraordinary Genkteéting of SECO/WARWICK S.A. by virtue of
Resolution No. 10 appointed Mr Witold Klinowski $erve as Member of the Company’s Supervisory

Board as of January 1st 2013. See Current Repor8®/2012.

On December 14th 2012, in Current Report No. 382@He SECO/WARWICK Management Board
reported on Mr Witold Klinowski's resignation fronhe position of Member of the Company’s
Management Board.

@ On December 14th 2012, in Current Report No. 3B2Ghe SECO/WARWICK Management Board
reported on Mr Jbzef Olejnik’'s resignation from tipssition of Member of the Company’s
Management Board. Mr J6zef Olejnik cited his retiemt age as the reason behind the resignation.

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

@ On November 28th 2012, the Extraordinary Generaktitg of SECO/WARWICK S.A. by virtue of
Resolution No. 6 removed from office Mr Piotr Kowmeiski, who served as Member of the Company’s
Supervisory Board. See Current Report No. 36/2012.

®  On November 28th 2012, the Extraordinary Generatting of SECO/WARWICK S.A. by virtue of
Resolution No. 7 removed from office Mr Mariusz @leki, who served as Member of the Company’s
Supervisory Board. See Current Report No. 36/2012.

© On November 28th 2012, the Extraordinary Generatting of SECO/WARWICK S.A. by virtue of

@)

Resolution No. 8 appointed Mr Zbigniew Ragth serve as Member of the Company’s Supervisory
Board. See Current Report No. 36/2012.

On November 28th 2012, the Extraordinary Generattilg of SECO/WARWICK S.A. by virtue of
Resolution No. 9 appointed Dr Gutmann Habig to seag Member of the Company’s Supervisory
Board. See Current Report No. 36/2012.
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On November 8th 2012 SECO/WARWICK S.A. receivedfiwations under Art. 160 of the Act on
Trading in Financial Instruments from two Managetri@oard Members and two Supervisory Board
Members.

Details of the transactions, as disclosed in th#ications:

1. Sale by a Management Board Member of 58,10Cesteatr PLN 33.50 per share on November 5th
2012;

2. Sale by a Management Board Member of 58,100shatr PLN 33.50 per share on November 5th
2012;

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

4. Sale by a Supervisory Board Member of 219,8%feshat 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.

5. Court, arbitration or administrative proceedings

In Q4 2012, the value of liabilities or receivabtdsSECO/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.

6. Transaction or a series of transactions concludedybthe Company or its subsidiaries
with related parties where the value of such transeation or all such transactions
jointly is material and the transactions were not oncluded at arm’s length

In the period from the beginning of the financiehy until the date of release of this report (Maksh
2013), SECO/WARWICK S.A. and its subsidiaries dat enter into any material transactions with
related parties other than routine transactiorteamisactions executed on an arms' length basis.

7. Material achievements and failures of SECO/WARWICKS.A. and its Group in Q4
2012, including a list of the pertinent events

Material achievements of the SECO/WARWICK Grougude:
* Considerable year-on-year improvement in saleslin@ 2012,
* Strong profitability maintained across segments,

* Incorporation of OOO SCT of Russia and continueglé@mentation of strategic, growth-
oriented projects,

* Acquisition of 49% of shares in SECO/WARWICK GmbH,
e Acquisition of SECO/WARWICK Service GmbH,

* Improved economic standing of SECO/WARWICK Corpiamatfollowing implementation of
corrective measures,

e Order book valued at PLN 349m as at the end of Dbee 2012,
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* Approval from the PARP (Polish Agency for EnterprBevelopment) to co-finance a project
involving vacuum furnace systems with a value oNP&7m (the amount of subsidy: PLN
1.6m),

* Approval from the PARP to co-finance development aommercialisation of vacuum
carburisation equipment supported based on theChairtetechnology, a project worth PLN
12m (amount of subsidy: PLN 6.2m)

The Management Board is not aware of any mateaidlres at the parent or any of its direct or
indirect subsidiaries occurring in the reportingipe or until the date of release of this reportafih
1st 2013).

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

On July 6th 2012, the SECO/WARWICK Management Bqanalided a surety for the liabilities of
RETECH SYSTEMS LLC of the US (a wholly-owned sulsig of SECO/WARWICK S.A.). The
surety is to secure repayment of credit faciliidsch 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@(6@enty five million US dollar) and secures
repayment of the principal amount with interestnoassion fees, charges and costs under the credit
facility agreement in the period from the agreenuate to June 30th 2015.

In Q4 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.

9. 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 opinion of the SECO/WARWICK Management Bqgaad important factor with a positive
bearing on the Group’s overall economic standing @ approximately 60% year-on-year growth in
the volume of orders for the Group's products. Hiedded stronger sales in 2012 and a rise in value
of the Group's order book by more than 30%, to B4NmM as at the end of December 2012. For the
most part, the contracts provide for delivery aé@plist melting and vacuum furnaces.

Retech Systems LLC — a subsidiary based in Ukigh,—has signed three major contracts for the
manufacture and delivery of titanium melting anfinieg equipment with Qinghai Supower Titanium
Co. Ltd of China (total contract value: PLN 68.8Mifanium Metals Corporation of US (total contract
value: PLN 53.7m) and China Aluminum Internatiofadgineering Corporation Limited of China
(total contract value: PLN 55m).

On May 28th 2012, the Annual General Meeting of SBEARWICK S.A. adopted Resolution No.
20 concerning distribution of profit for the periddnuary 1st — December 31st 2011. For the 2011
financial year, SECO/WARWICK S.A. Sfviebodzin posted net earnings of PLN 4,169,370T8@

net earnings were transferred in full to statuteserve funds.

On November 28th 2012, the Company released théemitsnof Extraordinary General Meeting
resolutions on disposal of an organised part oiness ("OBP) of SECO/WARICK S.A. comprising
tangible and intangible assets used in the manufagtand distribution activities, liabilities rééal to

the manufacturing and distribution activities, atiie Company employees involved in the
manufacturing and distribution activities, througtansfer of the OBP to a subsidiary of the
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SECO/WARWICK Group, i.e. SECO/WARWICK EUROPE S.Ahd “Subsidiary”) ofSwiebodzin,
in exchange for shares in the increased shareatapithe Subsidiary.

The resolution to dispose of the OPB was adopteg@aas of the Group's New Growth Strategy
presented in Current Report No. 28/2012. The depafshe OPB will allow the Group to consolidate
its Polish operations within a single entity, SEB@RWICK EUROPE S.A.

The parent (SECO/WARWICK S.A)) will focus on theategic and financial management of the
SECO/WARWICK Group. SECO/WARWICK S.A., acting a® tholding company, will exercise the
owner's supervision and provide strategic managensemvices to the subsidiaries of the
SECO/WARWICK Group.

This information may be relevant for the assessr&@BECO/WARWICK S.A.’s ability to fulfil its
obligations. As at the date of release of the Q@22@port, the Company’s operations were stable. Al
liabilities related to the Company’s operations sgttled on a timely basis.

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

10.1. Material events occurring in the period Januey 1st—-December 31st 2012

In the opinion of the Company's Management Bodrd,following events which occurred between
January 1st 2012 and December 31st 2012 will affecGroup's performance in the next quarter or in
a longer term.

= On January 12th 2012, the Supervisory Board appoiktr Pawet Wyrzykowski as President
of the SECO/WARWICK Management Board, with effestof February 1st 2012.

= Between January 26th and February 2nd 2012, SECGMIEK S.A. and

SECO/WARWICK ThermAL S.A., a subsidiary, executedtwBRE Bank S.A. of Warsaw
nine forward contracts for sale of the euro forotalt amount of EUR 2,788,000 (PLN
11,708,206), two forward contracts to sell the Udsllars for a 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 EURZD,000 (PLN 9,373,506), and one zero-
cost collar contract comprising a long put optiord @ short call option with a total value of
USD 800,000 (PLN 2,578,640). The total value ofg¢bstracts is PLN 35,323,927.

= On February 2nd 2012, the Company's Management dBeas notified of a contract
concluded between Retech Systems LLC. of Ukiah,itdSubsidiary, and Qinghai Supower
Titanium Co. Ltd of China concerning the constiarctand delivery of titanium melting and
refining equipment. The contract was executed obrdey 2nd 2012 for a period of 12
months and its value amounts to USD 21,531,600 (P&/804,228).

= On March 12th 2012, the Company’s Management Baasinotified by James A. Goltz and
Bleauhard Holdings LLC (“BHLLC”) of the sale by JamA. Goltz of 904,207 Company
shares to BHLLC. BHLLC is James A. Goltz’'s subsigia

= On April 16th 2012, the Company’'s Management Boasab notified that its subsidiary
Retech Systems LLC (US) and Titanium Metals Corpona(US) had signed a contract for
the manufacture and delivery of titanium meltingl aefining equipment. The contract was
signed on April 12th 2012, its term runs from Adrdth 2012 until November 30th 2013, and
its value is USD 16,884,192 (PLN 53,722,122).

= Between February 16th 2012 and May 18th 2012 fowdrd contracts to sell a total of EUR
1,455,000 (PLN 6,103,889), three forward contraotsell a total of USD 4,210,000 (PLN
14,222,331), one forward contract to sell a tofaCdK 15,600,000 (PLN 2,613,000) and a
zero-cost collar comprising long PUT options andrsICALL options with a total value of
EUR 220,000 (PLN 930,072) were executed by SECO/NWABK S.A. and its subsidiary

46



HEAT TREATMENT EQUIPMENT

SECO/WARWICK ThermAL S.A. with BRE Bank S.A. of Waaw. The value of the forward
contracts totals PLN 23,869,292. The highest-valtract was the forward contract to sell
USD 1,985,000 (PLN 6,834,554) entered into by SBEZSARWICK S.A. and BRE Bank S.A.
of Warsaw on May 18th 2012.

= Between February 2nd and May 18th 2012, SECO/WARKXVECA. and SECO/WARWICK
ThermAL S.A., a subsidiary, executed with Bank Zaii WBK S.A. of Wroctaw five
forward contracts for the sale of the euro for talt@amount of EUR 2,650,000 (PLN
11,333,345), seven zero-cost collar contracts cmmngr long put options and short call
options with a total value of EUR 1,405,000 (PLN82B,608), and nine zero-cost collar
contracts comprising long put options and short ogtions with a total value of USD
1,640,000 (PLN 5,479,262). The value of the forwendtracts totals PLN 22,711,215. The
forward contract to sell a total of EUR 1,100,00RLN 4,805,130) concluded between
SECO/WARWICK ThermAL S.A. and Bank Zachodni WBK Wroctaw on May 18th 2012
was the contract with the highest value.

= On June 11th 2012 the Company’'s Management Boasdheiified that its subsidiary Retech
Systems LLC of Ukiah, US, and China Aluminum Intgional Engineering Corporation
Limited of China had signed a contract for the nfactwre and delivery of titanium melting
and refining equipment. The contract, with a vadt&/SD 15,862,000 (PLN 55,045,899), was
executed on June 6th 2012 for a period of 25 months

= On July 6th 2012, the SECO/WARWICK Management Boprdvided a surety for the
liabilites of RETECH SYSTEMS LLC of the US (a whgbwned subsidiary of
SECO/WARWICK S.A.). The surety is to secure repaynue credit facilities which are to be
granted to RETECH SYSTEMS LLC by HSBC BANK USA, N.Ahe surety was provided
for up to USD 3,500,000 (three million, five hundrthousand US dollar) and up to USD
25,000,000 (twenty five million US dollar) and sexsl repayment of the principal amount
with interest, commission fees, charges and castieruthe credit facility agreement in the
period from the agreement date 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 Jatih 2012 all conditions
precedent under the contract for manufacture adidedg of equipment for melting and
refining of titanium, executed between its subsidia Retech Systems LLC. of Ukiah, USA,
and Qinghai Supower Titanium Co. Ltd of China hadrbfulfilled.

= Between May 22nd 2012 and August 31st 2012, SECRRWKCK S.A. and SECO
ThermAL S.A. (its subsidiary) executed with BRE Ra8.A. of Warsaw nine forward
contracts to sell a total of EUR 3,780,000 (PLN923,878) and one forward contract to sell a
total of USD 800,000 (PLN 2,668,240). The totalueabf the contracts is PLN 18,613,118.
The contract with the highest value is the forwaodtract to sell a total of EUR 1,000,000
(PLN 4,320,500) concluded between subsidiary SECARWICK ThermAL S.A. and BRE
Bank S.A. of Warsaw on May 22nd 2012.

= On September 3rd 2012, the Management Board of PEBRWICK S.A. was notified that
Mr Piotr Kula resigned as Member of the Companylpe®visory Board, with effect as of
September 1st 2012. The resignation followed from Ribtr Kula's appointment, as of
September 1st 2012, as Deputy Dean of theLfrdversity of Technology.

= On October 23rd 2012, the Management Board of SBEB®RWICK S.A. presented the key
objectives under the Group's new growth stratedy 2016.

= Between September 6th 2012 and November 8th 20d®revard contracts to sell a total of
EUR 4,070,000 (PLN 16,871,042), one forward contracell a total of USD 200,000 (PLN
637,040), one forward contract to sell a total @KC8,625,000 (PLN 1,449,863) and two
zero-cost collars comprising long PUT options ahdrsCALL options with a total value of
USD 950,000 (PLN 3,057,955) were entered into by @ompany and its subsidiary
SECO/WARWICK EUROPE S.A. with BRE Bank S.A. of Waws The value of the forward
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contracts totals PLN 22,015,900. The forward cantra sell a total of EUR 1,050,000 (PLN
4,367,265) concluded between the Company and BRik BaA. of Warsaw on November
8th 2012 was the contract with the highest value.

= Between May 8th 2012 and November 22nd 2012 semewafd contracts to sell a total of
EUR 3,110,000 (PLN 12,944,933), four forward coctisato sell a total of USD 1,353,000
(PLN 4,584,278), and two forward contracts to aetbtal of GBP 400,000 (PLN 2,056,840)
were entered into by the Company and its subsids&¢O/WARWICK EUROPE S.A. with
Bank Handlowy w Warszawie S.A. of Warsaw. The valtithe forward contracts totals PLN
19,586,051. The forward contract to sell a totaetfR 820,000 (PLN 3,405,214) concluded
between the Company and Bank Handlowy w Warszawie & Warsaw on November 9th
2012 was the contract with the highest value.

= On November 28th 2012, the SECO/WARWICK ManagenBwdrd reported on changes in
the composition of the Company's Supervisory Baarder Extraordinary General Meeting's
resolutions.

= On December 14th 2012, the SECO/WARWICK Manageni@oard reported on the
acceptance by the Supervisory Board of Mr Jozefindide and Mr Witold Klinowski's
resignations as Members of the Company’s ManageBwsntd.

= On December 14th 2012, the SECO/WARWICK ManagerBeard reported on appointment
by the Supervisory Board of Mr Jarostaw Talerzakstrve as Vice-President of the
Company's Management Board.

10.2 General objectives of the Incentive Scheme SECO/WARWICK S.A.

With a view to providing additional incentives teet Company’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 fombws of the SECO/WARWICK Group’s
management staff (the "2012-2016 Incentive Scheme")

Key terms of the 2012-2016 Incentive Scheme:

1. The person serving as President of the ManageBmgrd 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 consultatigh the Supervisory Board (jointly with the
President of the Management Board - ‘tBigible 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 Eligidkersons shall be prepared by the Supervisory
Board in consultation with the President of the Bigement Board within three months from the
date of the Resolution.

2. The 2012-2016 Incentive Scheme shall includetau00,000 (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 acquirgauthe remaining 250,000 (two hundred and fifty
thousand) Series E Shares.

3. Under the 2012-2016 Incentive Scheme, the Hdigiersons 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 vali®LN 0.20 (twenty grosz) per share.

4. One Series B Warrant shall confer the rightdrguire one Series E Share.
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5. The 2012-2016 Incentive Scheme shall be implésdelny way of resolutions adopted by the
General Meeting on conditional share capital ineeedy up to PLN 100,000 (one hundred
thousand zloty), through an issue of up to 500{§i®€ 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 tlgihted Persons shall depend on:

(i) the price of the Company shares on the Warsaek3Ixchange WWSE”), or

(ii) the price of selling, in one or more transans (including as part of a tender offer), shares
conferring the rights to at least 33% (thirty-thes cent) of the total vote at the General Meeting,
by a shareholder or shareholders acting jointlyengdmemorandum of understanding, agreement,
arrangement, or as part of any other relationshifagt or in law, holding in aggregate, directly or
indirectly, Company shares conferring the righatdeast 33% (thirty-thee per cent) of the total
vote at the General Meeting Major Shareholder”; the term may refer to one or more
shareholders acting jointly), to a third party @thhan a Major Shareholder or a related party of
any of the Major Shareholders). If the shares alte By a Major Shareholder in more than one
transactions, then the number of Series B Warramtse issued to Eligible Persons shall be
calculated on the basis of the arithmetic meamefselling prices in all the transactions, weighted
by the number of the Company shares sold in a gragrsaction.

8. An Eligible Person shall be entitled to acqieries 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@8exies B Warrants if:

() the average price of the Company shares fraan6tl{six) months immediately preceding the
date of acquiring Series B Warrants by the EligPégson is at least PLN 35 (thirty-five zioty) per
share, or

(i) a Major Shareholdedecides to sell at least 33% (thirty-three pett)cehall Company shares
to an entity other than a Major Shareholder orl@ed party of a Major Shareholder, at a price of
at least PLN 35 (thirty-five ztoty) per share. Ahgible Person may acquire Series B Warrants no
sooner than 3 (three) months from the date of yintifthe Company of its intention to acquire
Series B Warrants. The Company shall procure tleate$ B Warrants are issued to Eligible
Persons no later than within 4 (four) months follogvthe receipt of the notification. Series B
Warrants may be issued through an investment figting as a custodian.

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

Q = 6666 FP- 183.3140

provided that:

dla P <35PLN =@ =40

dla P = 65 PLN = Q = 250.000

where:
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Q shall mean 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 SerBesWarrants by the President of the
Management Board, or (ii) the price of one Compsimgre sold in a transaction between a Major
Shareholder and the acquirer.

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

Each time the President of the Management Boardtises its right to acquire Series B Warrants,
the number of Series B Warrants to which it istedishall be reduced, in accordance with the
above formula, by the number of Series B Warramé&vipusly issued to the President of the
Management Board under the 2012—-2016 IncentiverBehe

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

Q = a, X (6666P-183310)
provided that:

dla P <<35PILN = ¢ =10

dla P = 65 PLN = @ =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 gfrithe Company shares in the 6 (six) months
immediately preceding the date of acquiring SeBe#/arrants by the given Eligible Person, or

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

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

a, €(01) oraz Y, a =1

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

Each time an Eligible Person exercises its rigladguire Series B Warrants, the number of Series
B Warrants to which it is entitled shall be reducedaccordance with the above formula, by the
number of Series B Warrants previously issued t Hiigible Person under the 2012-2016
Incentive Scheme.

12. The number of Series B Warrants acquired byérgcular Eligible Persons shall in no event
be higher than: (i) 250,000 (two hundred and fiftpusand) in the case of Series B Warrants
acquired by the President of the Management Baard;(ii) & x 250,000 (two hundred and fifty
thousand) in the case of an Eligible Person ot the President of the Management Board.
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13. The Eligible Person who has acquired Series &r&vits under the 2012-2016 Incentive
Scheme shall be entitled to acquire Series E Shatreany time, however, no later than by
December 31st 2016.

11.Description of factors and events, especially of merecurring nature, with a material
bearing on the financial performance in Q4 2012

In the SECO/WARWICK Group' s operations, there weoefactors or events, especially of non-
recurring nature, that would have a material begaoim its financial performance in Q4 2012.
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