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GENERAL

l. Details of the Parent Undertaking

The Parent Undertaking of the SECO/WARWICK GrousECO/WARWICK Spotka Akcyjna of
Swiebodzin. The Company was incorporated on Jarraay2007 by virtue of the decision issued by
District Court for Zielona Goéra, VIII Commercial Wsion of the National Court Register, and
entered in the Register of Entrepreneurs of thehatCourt Register under No. KRS 0000271014.

Name:
Legal form:

Registered address:

SECO/WARWICK S.A.
Joint-stock company (spoétka akcyjna)
66-28@iebodzin, ul. Sobieskiego 8

Core business according to the Polish ClassifinatfdBusiness Activities (PKD):

29,21,7

29,24,B

29,24,A

29,40,A

29,40,B
29,51,7
51,14,Z
51,61,Z
51,70,Z
74,20,A
74,30,Z
73,10,G

National Court Register (KRS)
No.:

Industry Identification Number
(REGON)

. Duration of the Group:

Manufacture of ovens, furnaces and furbaceers

Service activities related to the installation,aie@nd
maintenance of other special purpose machinerg.n.e.
excluding service activities

Manufacture of other general-purpose machinergn.e.
excluding service activities

Manufacture of metal forming machinery and machine
tools, excluding service activities

Service activities related to the installation,aie@nd
maintenance of metal forming machinery and machine

Manufacture of machinery for metallurgy

Agents involved in the sale of machinery, industria
equipment, ships and aircraft

Wholesale of metal forming machinery

Other specialised wholesale

Architectural, spatial planning and engineerindgvitots
and related technical consultancy

Technical testing and analysis

Research and development in the field of technaquk
technology

KRS 0000271014

970011679

SECO/WARWICK S.A. and other undertakings of the SEVARWICK Group have been registered
to operate for an unlimited period of time, exciEptSECO/WARWICK (Tianjin) Industrial Furnace
Co. Ltd., which has been registered to operatéhfoiperiod of 50 years.
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[ll. Presented periods

These consolidated financial statements contaia ftatthe period January 1st - December 31st
2010. The comparative data is presented as at Degeddst 2009 in the case of the statement of
financial position, and for the period from Janudsy 2009 to December 31st 2009 in the case of
the statement of comprehensive income, statemectsti flows, and statement of changes in
equity.

IV. Composition of SECO/WARWICK S.A.'s (the Parent Undertaking) governing
bodies

MANAGEMENT BOARD

Combosition of the Leszek Przybysz President of the Management Board
b Andrzej Zawistowski Vice-President of the Management Board

Management Board as - ) )
December 31st 2010 6\5\/0]C|ech Modrzyk Vice-President of the Management Board

Witold Klinowski Member of the Management Board
Jozef Olejnik Member of the Management Board
SUPERVISORY BOARD

Jeffrey Boswell Chairman of the Supervisory Board
Composition of the Henryk Pilarski Deputy Chairman of the Supervisory Board
Supervisory Board as atPiotr Kowalewski Deputy Chairman of the Supervisory Board
December 31st 2009 | Piotr Kula Member of the Supervisory Board

Artur Grygiel Member of the Supervisory Board

Jeffrey Boswell Chairman of the Supervisory Board
Composition of the Henryk Pilarski Deputy Chairman of the Supervisory Board

P Piotr Kowalewski Member of the Supervisory Board

Supervisory Board as at

April 29th 2010 Piotr Kula Member of the Supervisory Board

Artur Rusiecki Member of the Supervisory Board

Mariusz Czaplicki Member of the Supervisory Board

Jeffrey Boswell Chairman of the Supervisory Board
Henryk Pilarski Deputy Chairman of the Supervisory Board

Composition of the

Supervisory Board as ajtP@otr Kowalewski Member of the Supervisory Board
December 31st 2010 Piotr Kulq . Member of the Superv!sory Board
Artur Rusiecki Member of the Supervisory Board
Mariusz Czaplicki Member of the Supervisory Board

The composition of the Management Board did nohgkaduring the financial year.

V. Auditors

PKF Audyt Sp. z 0. o.
ul. Elblaska 15/17
01 -747 Warsaw
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V1. Significant shareholders of the Parent Undertakng

The table below presents the shareholders holdirey 6% of the total vote at the General
Shareholders Meeting as at December 31st 2010:

Shareholder Number of| % qf share N\%‘:gs;?f % of total
shares | capital held GM vote
SW Poland Holding B.V. (Netherlands) 4,119,508 39.32% 4,119,504 39.32%
Spruce Holding Limited Liability Company (USA\) 1,726,174 16.48% 1,726,174 16.48%
James A. Goltz 904,2Q7 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%

VII. Subsidiaries
SECO/WARWICK S.A. is the direct Parent Undertakirfighe following four subsidiaries:

SECO/WARWICK ThermAL S.Aormer Lubuskie Zaktady Termotechniczne Elterma)S.
SECO/WARWICK Corporation, and

OO0 SECO/WARWICK Group Moscow

RETECH Systems LLC

Other Group members are:

SECO/WARWICK Industrial Furnace Co. SECO/WARWICK idiijin) China (jointly
controlled entity), in which SECO/WARWICK S.A. haldlirectly 25% of the share capital
(and of the total vote), and indirectly — througeC®/WARWICK Corporation — another
25% of the share capital and the total vote

SECO/WARWICK of Delaware Inc., in which the Parddhdertaking holds, through
SECO/WARWICK Corporation, 100% of the share cagatad 100% of the total vote at the
general shareholders meeting

SECO/WARWICK RETECH Thermal Equipment Manufacturifignjin Co., Ltd., located
in a special economic zone in Tianjin SECO/WARWIRKtech is a 50/50 joint venture of
SECO/WARWICK S.A. and Retech Systems LLC. SECO/WARW Retech promotes
products from the following range: vacuum furnageaB, atmosphere furnaces and other
equipment manufactured on the basis of Retecliinddagy

Retech Tianjin Holdings LLC, in which the Parentddrtaking holds, through Retech
Systems LLC, 100% of the share capital and 100%hef total vote at the general
shareholders meeting



VIII. Associates
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« SECO/WARWICK Allied Pvt. Ltd., in which the Paretindertaking holds 50% of
shares, conferring the right to 50% of the totdkvat the company’s general shareholders

meeting

IX. Graphic presentation of the Group:

SECOANVARWICHK Retech
Thermal Equipment
Manufacturing Tianjin
Co., Ltd.

Retech Tianjin
Holdings LLC

SECOAVARWICK
Industrial Furnace Co.
Ltd (Chiny)

100% 50% 100% 100% 5%, 100% 50%
¥ ¥ ¥ ¥ L 3
SECOANWARWICK Retech Systemns 000 SECOAWARWICK SECOAVARWICK SECOANVARWICK
ThermAL S.A. LLE [USA) Group (Rosja) Corp. (USA) Allied Pyt Ltd.
0% 100% 5% 100%
| } ; }

SECOMVARWICK
Delaware Inc. (LSA)

FINANCIAL HIGHLIGHTS TRANSLATED INTO THE EURO

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

Financial year Dec 31 2010 Dec 31 2009
Average exchange rate for the 4.0044 4.3406
period* ' '
Exchange rate effective for the
last day of the period 3.9603 4.1082

*) the average of the exchange rates effectivéhfedast day of each month in the period

Assets and equity and liabilities in the consokdastatement of financial positidmve been

translated using the EUR/PLN exchange rates qumgetie National Bank of Poland for the last

day of the period.

ltems of the consolidated statement of comprehensisomeand consolidated statement of cash

flows have been translated using the exchange rateslatald as the arithmetic means of the
EUR/PLN mid market rates quoted by the NationalkBahPoland as effective for the last day of

each month in the reporting period.
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The table below presents key items of the cons@diatatement of financial position, statement of
comprehensive income and statement of cash flowsladied in these consolidated financial
statements and the comparative data, translatedhateuro:

Financial highlights - consolidated

2010 2009 2010 2009
Item
(PLN ‘000) (EUR ‘000)
Net sales revenue 194,797 122,795 48,646 28,290
Cost of sales -151,632 -88,899  -37,867, -20,481
Operating profit/(loss) 781 613 195 141
Pre-tax profit/(loss) 15,275 756 3,814 174
Net profit/(loss) 15,165 -960 3,787 -221

Net cash provided by/(used in) operating activities -16,344 40,422 -4,082 9,312
Net cash provided by/(used in) investing activities -19,293  -21,633 -4,818 -4,984
Net cash provided by/(used in) financing activities 21,677 -5,857 5,413 -1,349

Total assets 338,818 211,44Q 85,554 51,468
Total liabilities 130,816 45,534 33,032 11,084
of which current liabilities 98,616 29,154 24,901 7,096
Equity 208,002 165,906 52,522 40,384
Share capital 3,652 3,471 922 845
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MANAGEMENT BOARD’S STATEMENT

In compliance with the requirements laid down ie fRegulation of the Minister of Finance on
current and periodic information to be publisheddsuers of securities, dated February 19th 2009,
the Management Board of the Parent Undertakingesgmts that to the best of its knowledge these
consolidated financial statements and the comparakita have been prepared in compliance with
the accounting standards applicable to the Growpgave an accurate, fair and clear view of the
Group’s assets, financial standing and financidigpmance.

These consolidated financial statements have bespaped in accordance with the International
Financial Reporting Standards (“IFRS”) endorsedhsy EU, and their scope is compliant with the

requirements set forth in the Regulation of the ister of Finance on current and periodic

information to be published by issuers of secugjtidated February 19th 2009 (Dz. U. of 2009 No.
33, item 259). These financial statements coveptréod from January 1st to December 31st 2010
and a comparative period from January 1st to Deeeibst 2009.

The Management Board represents that the entityfigdeto audit financial statements that audited
these consolidated financial statements was apabint compliance with the applicable laws, and
that both the auditing firm and the qualified aadstwho performed the audit met the conditions
required to issue an impartial and independenttatsliopinion, in accordance with the applicable
provisions of Polish law. In line with the corpaagovernance principles adopted by the
Management Board, the auditor was selected by thap@ny’s Supervisory Board by virtue of
Resolution No. 6/2009 of February 25th 2009, camoer selection of the auditor. The Supervisory
Board selected the auditor with due regard foritgartiality and objectivity of the selection itkel
as well as of the performance of the auditor'sgask

Date: April 27th 2011

Leszek Przybysz Andrzej Zawistowski

Vice-President of the

President of the Management Board Management Board

Wojciech Modrzyk Jozef Olejnik Witold Klinowski

Member of the Management
Board

Vice-President of the Management

Member of the Management Board
Board
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THE SECO/WARWICK GROUP

CONSOLIDATED FINANCIAL STATEMENTS FOR THE PERIOD

JANUARY 1ST - DECEMBER 31ST 2010
PREPARED IN ACCORDANCE WITH INTERNATIONAL FINANCIAL
REPORTING STANDARDS
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
(PLN ‘000)
Assets As at Dec 31 2010 As at Dec 31 2009

NON-CURRENT ASSETS 150,144 112,305
Property, plant and equipment 10 53,390 45,831
Investment property 12 435 448
Goodwill 13 58,001 4,284
Other intangible assets 11 13,705 9,838
Investments in associates 14 17,907 47,769
Financial assets available for sale 3 3

Non-current receivables
Other assets
Loans and receivables

Prepayments and accrued income

Deferred tax assets 6 6,703 4,133
CURRENT ASSETS 183,124 99,135
Inventories 14 21,168 16,091
Trade receivables 19 63,771 21,103
Other current receivables 19 8,953 5,843
Prepayments and accrued income 21 1,959 1,740
Financial assets at fair value through profn'20 366 143
or loss
Loans and receivables 20 5 3
Cash and cash equivalents 22 14,489 25,254
Contract settlement 18 72,415 28,958
ASSETS HELD FOR SALE 7 5,550
TOTAL ASSETS 338,818 211,440

11



: o As at As at
Equity and liabilities Dec 31 2010 Dec 31 2009

EQUITY 208,002 165,906
Equity attributable to owners of the parent 208,002 165,906
Share capital 23 3,652 3,471
Statutory reserve funds 23 172,843 143,833
Other capitals 23 35 2
Retained earnings/(deficit) 24 31,472 18,600
Non-controlling interests

NON-CURRENT LIABILITIES 28,945 16,381
Loans and borrowings 25 8,892
Financial liabilities 25 167 234
Other liabilities 27 406
Deferred tax liabilities 6 12,476 10,767
Provision for retirement and similar benefits 28 2,985 2,792
Provisions for liabilities
Accruals and deferred income 21 4,425 2,181

CURRENT LIABILITIES 98,616 29,154
Loans and borrowings 25 27,457 365
Financial liabilities 20 353 2,080
Trade payables 27 24,309 11,118
Taxes, customs duties and social security payable27 2,824 2,348
Other current liabilities 27 4,385 3,140
Provision for retirement and similar benefits 28 3,579 973
Other provisions 28 4,401 3,070
Accruals and deferred income 29 31,308 6,060

LIABILITIES HELD FOR SALE 7 3,254

TOTAL EQUITY AND LIABILITIES 338,818 211,440

Date: April 27th 2011

Prepared by:
Piotr Walasek Leszek Przybysz Andrzej Zawistowski
Vice-President of the

President of the Management Board Management Board

Wojciech Modrzyk Jozef Olejnik Witold Klinowski

Vice-President of the Management Member of the Management

Board Member of the Management Board Board

12



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
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(PLN ‘000)
for the period  for the period
Jan1 - Jan1 -
Dec 31 2010 Dec 31 2009
Net sales revenue, including: 1,2 194,797 122,795
Net revenue from sales of products 193,435 121,632
N_et revenue from sales of goods for resale and 1.362 1.163
materials
Cost of sales, including: 2,3 -151,632 -88,899
Cost of products sold -150,759 -87,833
Cost of goods for resale and materials sold -873 -1,066
Gross profit/(loss) 43,166 33,896
Other operating income 4 1,682 2,214
Selling costs 1,2,3 -11,097 -9,397
General and administrative expenses 1,2,3 -29,955 -24,445
Other operating expenses 4 -3,014 -1,655
Operating profit/(loss) 781 613
Gain (loss) on accounting for obtaining control 10,472
Finance income 5 2,736 1,438
Finance expenses 5 -1,417 -8,301
Share in net profit/(loss) of associates 2,702 7,006
Pre-tax profit/(loss) 15,275 756
Income tax 6 237 -1,003
Net profit/(loss) on continuing operations 15,511 -247
Profit/(loss) from discontinued operations -346 -712
Net profit/(loss) for financial year 15,165 - 960
Earnings per share (PLN) 8 1,59 -0,10
Weighted average number of shares as at 8 9,626,503, 9,572,003
OTHER COMPREHENSIVE INCOME:
Valuation of cash flow hedging derivatives -21 2,729
Exchange differences on translating foreign openati 83 -1,936
Actuarial gains/(losses) on a defined benefit eatient plan 619 675
Income tax relating to other comprehensive income 4 -789
Other comprehensive income, net -554 679
Total comprehensive income 14,612 -281

Date: April 27th 2011

Prepared by:

Piotr Walasek Leszek Przybysz

President of the Management Board

Wojciech Modrzyk Jozef Olejnik

Vice-President of the Management
Board

Member of the Management Board

Andrzej Zawistowski
Vice-President of the

Management Board

Witold Klinowski

Member of the Management
Board

13
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CONSOLIDATED STATEMENT OF CASH FLOWS
(PLN ‘000)
Jan 1 - Dec Jan 1 - Dec
312010 312009

OPERATING ACTIVITIES
Pre-tax profit/(loss) 30 15,275 44
Total adjustments: -29,277 39,801
Share of net profit of associates -13,175 -7,006
Depreciation and amortisation 3 5,162 4,950
Foreign exchange gains/(losses) -188 -25
Interest and profit distributions (dividends) 586 201
Profit/(loss) on investing activities -1,334 13,691
Balance sheet valuation of derivative instruments -1,994 -11,613
Change in provisions 2,224 -2,883
Change in inventories -2,307 3,950
Change in receivables -37,926 44,322
Change in current liabilities (other than finamdibilities) 14,982 -10,385
Change in accruals and deferrals 4,822 4,324
Other adjustments -129 273
Cash from operating activities -14,002 39,845
Income tax (paid)/refunded -2,342 577
Net cash provided by/(used in) operating activities -16,344 40,422
INVESTING ACTIVITIES
Cash provided by investing activities 703 582
Proceed's from disposal of intangible assets angepiyy plant 75 570
and equipment
Proceeds from disposal of financial assets
Dividends and profit distributions received
Repayment of non-current loans advanced
Interest received
Other cash provided by financial assets 8 12
Cash paid in connection with derivative instrunsent 620
Cash used in investing activities 16,177 22,215
Acquisition of related undertakings 7,510
Acquisition of financial assets
Loans advanced 10
Cash paid in connection with derivative instrunsent 13,569
Other cash used in investing activities 1,286 1,146
Net cash provided by/(used in) investing activities -15,474 -21,633

14
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FINANCING ACTIVITIES

Cash provided by financing activities 30,194
Net proceeds from issue of shares, other equityruiments

" oo . 1,751
and additional contributions to equity

Loans and borrowings 28,443
Issue of debt securities
Other cash provided by financing activities

Cash used in financing activities 8,516 5,857
Acquisition of own shares

Dividends and other distributions to owners 7,544

Profit distributions other than to owners

Repayment of loans and borrowings 370 5,336

Redemption of debt securities
Other financial liabilities

Decrease in finance lease liabilities 357 319
Interest paid 245 202
Other cash used in financing activities
Net cash provided by/(used in) financing activities 21,677 -5,857
Total net cash flow -10,141 12,932
Balance-sheet change in cash, including: -10,873 12,836
- effect of exchange rate fluctuations on casi hel -144 -53
Cash at beginning of period 25,086 12,154
Cash at end of period, including: 14,946 25,086
- restricted cash
- cash relating to discontinued operations 508

Date: April 27th 2011

Prepared by:

Piotr Walasek Leszek Przybysz Andrzej Zawistowski
Vice-President of the

President of the Management Board Management Board

Wojciech Modrzyk Jozef Olejnik Witold Klinowski

Vice-President of the Management Member of the Management

Board Member of the Management Board Board

15



HEAT TREATMENT EQUIPMENT //

INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY  (PLN ‘000)

Capital reserv Equity
. Statutory from .. Translation Retained  attributable tc  Total
SHETD G reserve fund: revaluation of Oitaer Gl reserve earnings/(deficit  minority equity
derivatives interests
Twelve months ended Dec 31 2009
Equity as at Jan 1 2009 3,471 135,792 (2,211) 3,007 25,461 , 165,521
Total comprehensive income for twelve months
ended Dec 31 2009 2,211 (1,936) (555) (281)
Distribution of profit 8,040 (8,040)
Share-based payments 2 2
Changes in equity of SECO/WARWICK Allied 339 339
(India) not related to net profit/loss
Cha_nges in equity of RETECH not related to 394 324
profit/loss
Equity as at Dec 31 2009 3,471 143,83: 0 2 1,07: 17,52¢ 0 165,906
Twelve months ended Dec 31 2010
Equity as at Jan 1 2010 3,471 143,833 0 2 1,072 17,529 0 165,906
Total comprehensive income for twelve months
ended Dec 31 2010 a7) 83 14,546 14,612
_Share isstL 181 26,12 26,30¢
_Distribution of profi (2,918 2,918
_Share-based payments 33 33
Transfer of previous years' profit/loss to 5.804 (5.804)
_statutory reserve funds
Changes in equity of SECO/WARWICK Allied 399 399
(India) not related to net profit/loss
Cha_nges in equity of RETECH not related to net 747 747
profit/loss
Equity as at Dec 31 2010 3,652 172,84: (a7) 3t 1,15¢ 30,33t 208,002
Date: April 27th 2011
Prepared by: Piotr Walasek
Leszek Przybysz Andrzej Zawistowski Wojciech Modezy Jozef Olejnik Witold Klinowski
President of the Management Vice-President of the Vice-President of the Member of the Management Member of the Management
Board Management Board Management Board Board Board

16
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THE SECO/WARWICK GROUP

SUPPLEMENTARY INFORMATION TO THE CONSOLIDATED
FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31ST 2010

17
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I. Compliance with International Financial Reporting Standards

These consolidated financial statements have beepaped in accordance with the
International Financial Reporting Standards (“IFR&hd the IFRS endorsed by the European
Union. As at the date of approval of these findnstiatements for publication, given the ongoing
process of implementation of the IFRS in the Euapp&nion and the scope of the Group’s
business, as far as the accounting policies appilethe Group are concerned there are no
differences between the IFRS which have come iotgef and the IFRS endorsed by the
European Union.

The IFRS comprise standards and interpretationsoapd by the International Accounting
Standards Board (“IASB”) and the International Ficial Reporting Interpretations Committee
(“IFRIC").

[I. Going concern assumption and comparability of acounts

These consolidated financial statements have bespaped on the assumption that the
Group would continue as a going concern for thenbths after the last balance-sheet date, i.e.
December 31st 2010. As at the date of signing thfasencial statements, the Parent
Undertaking’s Management Board was aware of nsfactcircumstances that would involve a
threat to the Group’s continuing as a going condethe 12 months after the balance-sheet date,
as a result of any planned or forced discontinmatto material downsizing of its existing
operations.

By the date of these consolidated financial statgsfor 2010, no events occurred which have
not but should have been disclosed in the accoyinbooks for the reporting period.

Concurrently, these financial statements do nobntepny significant events related to prior
years.

11k Basis of consolidation
a) Subsidiaries

A subsidiary is any undertaking with respect toekhihe Group has the power to govern
its financial and operating policies. Such poweussally derived from the holding of the majority
of the total vote in the undertaking’'s governinglizs. While assessing whether the Group controls
a given undertaking, the existence and effect tém@l voting rights which may be exercised or
converted at a given time are taken into consigarat

As at the date of acquisition of a subsidiary (ofitg control), the assets, equity and liabilitads
the acquiree are measured at fair value. An exafebge acquisition cost over the fair value of net
identifiable assets of the acquiree is recognisegomdwill under assets in the balance sheetelf th
acquisition cost is lower than the fair value of igentifiable assets of the acquiree, the diffeeen

Is recognised as profit in the income statementterperiod in which the acquisition took place.
Non-controlling interests are recognised at thevalue of net assets attributable to such intsrest
In subsequent periods, losses attributable to wotralling interests are attributed to owners @& th
parent and non-controlling interests even if, asm@sequence, the value of non-controlling interests
turns negative. Subsidiaries sold during a findngar are consolidated from the beginning of the
financial year to the date of disposal. Finanogsufts of undertakings acquired during a year are
recognised in the financial statements from the dédacquisition.

Income and expenses, receivables and payablesuramedlised gains arising from intra-Group
transactions are eliminated. Unrealised losseslaeeliminated, but only to the extent there is no
evidence of impairment of the asset transferrethéntransaction. The accounting policies of the
subsidiaries have been changed whenever it was etkeracessary to align them with the
accounting policies applied by the Group.
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b) Equity and transactions related to non-controllng shareholders

Interests held by non-controlling shareholdersudel interests in consolidated companies which

are not owned by the Group. Equity held by non-ailitig shareholders is determined as the

value of net assets of the related undertaking lwhre attributable, as at the acquisition date, to
shareholders from outside the group. The valueediiced/increased by increases/decreases in
equity attributable to the value of interests hiydnon-controlling shareholders. As a rule, the

Group treats transactions with non-controlling shatders as transactions with third parties not

related to the Group.

c) Associates

An associate is an undertaking over which the Groap significant influence, but not control.
Significant influence is presumed to exist when@reup holds between 20 and 50 percent of the
voting power in an undertaking’s governing bodiesiestments in associates are accounted for
using the equity method and are initially recogdiaecost.

The Group’'s share in an associate’s net profit sflos recognised in the statement of
comprehensive income, and the Group’s share ahthements in the undertaking’s other capitals
after the acquisition date is recognised underrathpitals. The carrying amount of the investment
is adjusted for the total changes as from the adoqn date.

d) Companies included in the consolidated financiatatements

The following Group undertakings are included ies consolidated financial statements for the
periods ended December 31st 2010 and Decembe2@018t

% of total vote
Company

Dec 31 2010 Dec 31 2009
SECO/WARWICK S.A. Parent Undertaking
Lubuskie Zaktady Termotechniczne Elterma S.A. 100% 100%
SECO/WARWICK Corp. 100% 100%
SECO/WARWICK of Delaware, Inc 100% 100%
000 SECO/WARWICK Group Moscow 100% 100%
Przedsibiorstwo Handlowo-Ustugowe Eltus Sp. z 0.0. - 100%
S_EC_(_)/WARWICK Retech Thermal Equipment Manufactuting 100% )
Tianjin Co., Ltd.
Retech Systems LLC 100% 50%
SECO/WARWICK (Tianjin) Industrial Furnace Co. Ltd. 50% 50%
SECO/WARWICK Allied Pvt. Ltd. 50% 50%
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IV. Description of the adopted accounting policies,including methods of
measurement of assets, equity and liabilities, remee and expenses

These consolidated financial statements have beepaped based on a historical cost
approach, except with respect to financial denixtj which are measured at fair value through
the statement of comprehensive income (or in aecme with IAS 39 if hedge accounting is
applied).

These consolidated financial statements are predgaéntthe ztoty (“PLN”), and unless specified
otherwise, all amounts are given in thousands ¢i.PL

Presentation of financial statements

Presentation of the statement of financial position

In accordance with IAS 1 "Presentation of finan@&tements”, assets and liabilities are
presented in the balance sheet as current anduroemt

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

Presentation of the statement of comprehensivariaco

In accordance with IAS 1 "Presentation of financshtements", in the statement of
comprehensive income expenses are presented kyofunc

Earnings per share

Net earnings per share for each period are detedry dividing net profit for the period by
the weighted average number of shares outstandintpe period. The weighted average
number of shares accounts for the dilutive effetdted to the issue of shares on the Warsaw
Stock Exchange.

Intangible assets

As intangible assets the Group recognises sucltsasgech are identifiable (they can be
separated or sold), are controlled by the entityae highly probable to bring future economic
benefits to the entity.

Intangible assets include mainly software and dmeknt expense, and are initially
recognised at cost, which includes purchase progprt duties and non-deductible taxes
included in the price, decreased by discounts ahates and increased by all expenditure
directly connected with the preparation of the tfsdts intended use.

In order to determine whether a self-created intdagsset meets the recognition criteria for
an asset, the entity distinguishes two phasesiashket origination process:

- the research phase,
- the development phase.
All costs originating in the first phase are chargeectly to expense of the period.

Intangible assets created as a result of developwerk 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
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Goodwill arises on acquisition of a business andesponds to the excess of the cost of a
business combination over the acquirer’'s sharehénfair value of net identifiable assets,
liabilities and contingent liabilities. Followingitial recognition, goodwill is recognised at cost
less cumulative impairment losses. Goodwill is aobrtised.

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

Patents and licences Computer software
Useful life 5-10years 5-15years
Amortised throughout the . . . .
Method used agreement term using the straig “_Amornsed using the straight-ling
. method
line method
Origin Acquired Acquired

ﬁ
(¢}

Review for impairment / Annual assessment whether thgreAnnual assessment whether the
recoverable value testing | are any indications of impairmerrt are any indications of impairme

—

Property, plant and equipment

Property, plant and equipment are carried at @t tumulative depreciation and impairment
losses, if any.

Depreciation is charged using the straight-linehodtby 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 agrasrh@ave been disclosed in the balance
sheet equally with other non-current assets andepeeciated in the same way.

The initial values of non-current assets held unfileince lease agreements and of the
obligations corresponding with such assets have ldetermined at an amount equal to the
discounted value of future lease payments. Leagmgats made in the reporting period have
been charged against finance lease liabilitiesiiaraount equal to the principal instalment and
the excess (the finance charge) has been chardelti o finance expense of the period.

Any gains and losses arising on a sale or liquidiatire determined as the difference between
the income from the sale and the net value ofahgible assets, and are included in the income
statement.

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

Tangible assets under construction

Tangible assets under construction include experaibn property, plant and equipment and
intangible assets which are not yet fit for use but highly probable that they will be
completed. Tangible assets under construction @ggepted in the balance sheet at cost less
impairment. Tangible assets under constructiomat@epreciated.
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Investment property

The Group classifies as investment property allpprty which is considered a source of
income (earns rentals) and/or is held for capipakreciation.

Investment property is carried at cost less cunwadadepreciation and impairment losses, if
any.

Depreciation is charged over the estimated usélof the investment property, using the
straight line method. Land is not depreciated.

Financial assets and liabilities

Financial assetanclude equity interests in related undertakimgsets at fair value through the
statement of comprehensive income, hedging deviestiloans and receivables and cash and
cash equivalents.

Financial liabilities include loans and borrowings, other types of feiag, overdraft facilities,
financial liabilities at fair value through the ®ment of comprehensive income, hedging
derivatives, trade payables, liabilities to supglief tangible assets, and lease liabilities.

Except for investments in subsidiaries, jointly wolled undertakings and associates, which
are carried at cost in accordance with 1AS 27 a8 P8, financial assets and liabilities are
recognised and measured in line with IAS 39 "Fim@nénstruments: Recognition and
Measurement”.

Recognition and measurement of financial assets

Upon initial recognition, financial assets are igpueed at fair value, which in the case of
investments not measured at fair value throughsthégement of comprehensive income is
increased by transaction costs directly attribtteslich assets.

Receivables

Trade receivables are recognised and carried atirsaitially invoiced, less any impairment
losses on doubtful receivables. Impairment lossesraxeivables are estimated when the
collection of the full amount of a receivable islooger probable.

If the effect of the time value of money is matkribe value of a receivable is determined by

discounting the projected future cash flows to rthesent value using a discount rate that
reflects the current market estimates of the timkies of money. If the discount method has

been applied, any increase in the receivable ighpassage of time is recognised as finance
income.

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

Cash and cash equivalents

Cash and cash equivalents are held mainly in cdiomewith the need to meet the Group’s
current demand for cash and not for investmenhgrodher purposes.

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

Liabilities under loansand other financial liabilities are initially regoised at fair value and
then carried at amortised cost using the effedtitarest rate method.

Transaction costs directly connected with an adgpmsor issue of a financial liability increase
the carrying value of the liability, because upoitial recognition the liability is recognised at
the fair value of amounts paid or received in exgjgafor the liability. Thereafter, such costs
are amortised throughout the term of the liabilitying the effective interest rate method.

Hedge accounting

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

There are three types of hedging relationships:

a) a fair value hedge: a hedge of the exposure togdsain the fair value of a recognised
asset or liability or an identified portion of suah asset, liability or highly probable future
liability that is attributable to a particular risknd could affect the statement of
comprehensive income;

b) a cash flow hedge: a hedge of the exposure to hiijain cash flows that (i) is
attributable to a particular risk associated witteeognised asset or liability and (ii) could
affect the statement of comprehensive income;

c) a hedge of a net investment in a foreign operaigdefined in IAS 21.

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

conditions are met:

a) The hedging relationship is formally designated dogdumented, including the entity’s
risk management objective and strategy for undergathe hedge, at the time when the
hedge is undertaken. The relevant documentationtifaes the hedging instrument, the
hedged item or transaction, the nature of the hedipl, as well as how the entity will
assess the hedging instrument’s effectivenessfaetting the exposure to changes in the
fair value of the hedged item or cash flows attilble to the hedged risk.

b) The hedge is expected to be highly effective iseatting changes in the fair value or cash
flows attributable to the hedged risk, based onottiginally documented risk management
strategy pertaining to a given hedging relationship

¢) Inthe case of a cash flow hedge, the contemplaa@daction to which the hedge relates is
highly probable and exposed to variability in célslwvs, 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 riskyels as the fair value of the hedging
instrument, can be reliably measured.

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

Inventories

Inventories are measured at cost, using a weighteslage cost formula. Any downward
adjustment of the value of inventories to the radlirgy price is made through recognition of
impairment losses. Furthermore, inventories that slow-moving or which have become
obsolete or whose usability has become in any wayeld, are revalued as at the end of each
financial year. If the circumstances leading toeardase in the value of inventories cease to
apply, a reverse adjustment is made, i.e. invezdoaire remeasured at their pre-impairment
value.

Impairment losses on inventories and stock-takiegrdpancies are charged to cost of products
sold.
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Deferred income tax

In line with IAS 12 "Income Taxes", deferred incon@ is determined using the liability
method and recognised in the financial statememtsalf temporary differences between the
carrying amounts of assets and liabilities and ttaei values, as well as for any unused tax loss
carry-forwards. Deferred tax assets are recogrfisetemporary differences to the extent it is
probable that the assets will be realised andtthatble profit will be available against which
the differences can be utilised. Unrecognised dedetax assets are reviewed at each balance
sheet date. Any previously unrecognised deferrecassets are recognised to the extent it is
probable that there will be future taxable incorgaiast which the assets can be realised.

Deferred tax assets are recognised for all dedectémporary differences arising from
investments in subsidiaries and associates orthyetextent it is probable 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 liéibs are not discounted. Deferred income tax
is determined based on the tax rates that have dmgeted or substantively enacted as at the
balance-sheet date.

Provisions

A provision is recognised when the Group has agmtesbligation (legal or constructive) as a
result of a past event and it is probable that atflaw of resources embodying economic
benefits will be required to settle the obligatiamd a reliable estimate can be made of the
amount of the obligation. If the Group anticipattest the costs for which provisions have been
made will be recovered, e.g. under an insuranceeaggnt, any such recovery is recognised as
a separate item of assets, but only when it istioedly certain to occur.

The cost related to a given provision is recognisetthe statement of comprehensive income
net of any recoveries. If the effect of the timdueaof money is material, the amount of a
provision is determined by discounting the projdctgture cash flows to their present value,
using a pre-tax discount rate reflecting the curnearket estimates of the time value of money,
as well as any risk associated with a given olibgatlf the discount method has been applied,
any increase in the provision with the passagaw ts charged to finance expenses.

The estimates of outcome and financial effect agterchined by the judgment of the
companies’ management, based on past experiersimitdr transactions and, in some cases,
reports from independent experts.

Provisions are reviewed at each balance-sheet atateadjusted to reflect the current best
estimate. If it is no longer probable that an awtflof resources embodying economic benefits
will be required to settle the obligation, the psden is reversed.

The Group creates the following provisions:
« provision for warranty repairs — on the basis &f listorical cost of warranty repairs;

e provision for unused holidays — in an amount edeivato the number of days of
accrued unused holidays multiplied by average gilagyg pay;

e provision for retirement benefits and length-ofvée® awards — calculated by
actuaries;

e provision for employee benefits — bonus paymemisries and wages;

e provision for probable costs related to the curfargncial year to be invoiced in the
following year (accrued expenses). Depending ontyhe of accrued expenses, they
are charged to costs of products sold, sellingscastgeneral and administrative
expenses;
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* provision for a defined benefit plan. Fixed coniitibns are paid to a separate entity (a
fund), as a consequence of which the actuarial (tiskt benefits will be lower than
expected) and investment risk (that assets invesidoe insufficient to meet the
expected benefits) fall on the Group.

Assumptions underlying the estimates and the pi@mviamounts are reviewed at each balance-
sheet date.

Accruals and deferrals

In order to ensure the matching of revenues withted expenses, expenses or revenues
relating to future periods are posted under liabgdiof a given reporting period.

Accrued expenses

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

» services provided to the Group by its businessnpast where the liability can be
reliably estimated,

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

Deferred and accrued income

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

Government grants are disclosed in the statemefharfcial position at the amount of funds
received and then recognised as income over thedsenecessary to match them with the
related costs they are intended to compensate sgstamatic basis. Government grants are not
credited directly to equity.

Accruals and deferrals settled over a period lontigan 12 months as from the balance-sheet
date are classified as non-current accruals aretrdés, whereas those settled over a period of
12 months or shorter are classified as currenuatxand deferrals.

Functional currency and presentation currency

a) Functional currency and presentation currency

Items of the financial statements are measuredhén durrency of the primary economic

environment in which the Company operates (“fun@locurrency”). The financial statements

are presented in the Polish ztoty (PLN), whichhis functional currency and the presentation
currency of the Group.

b) Transactions and balances

Foreign currency transactions are translated inéoftinctional currency using the exchange
rates prevailing at the dates of the transactiéoseign exchange gains and losses resulting
from the settlement of these transactions, as ageffom balance-sheet valuation of monetary
assets and liabilities expressed in foreign curesnare recognised in the income statement,
unless they are taken to equity (when they qudbfyrecognition as cash flow hedges or

hedges of net investments).
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V. Material judgments and estimates

In view of the fact that many items presented e¢hnsolidated financial statements cannot be
measured accurately, certain estimates need toable m the preparation of the consolidated
financial statements. The Management Board rev&weh estimates taking into account the
changes in the factors on which such estimates \barmed, new information and past
experience. Therefore, the estimates made as aniker 31st 2010 may change in the future.

Depreciation/amortisation charges

Depreciation/amortisation charges are determinesedaon the expected useful lives of
property, plant and equipment and intangible as3éts Group reviews the useful lives of its
assets annually, on the basis of current estimates.

Depreciation/amortisation charges for assets usedeu finance lease agreements

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

Deferred tax assets

Deferred tax assets are recognised in respectl afnaked tax losses to be deducted in the
future to the extent it is probable that taxablefipwill be available which will enable these
losses to be utilised.

Provision for unused holidays

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

Provision for old-age and disability retirement leits

Old-age and disability retirement severance pays @aid to employees of the Group’s
subsidiaries operating under the Polish law in edamace with the provisions of Art. 92 of the
Polish Labour Code, whereas at foreign companiels severance pays are paid in accordance
with the local labour laws. Actuarial valuationran-current and current benefits is performed
at the end of each financial year.

Provision for warranty repairs

Provision for warranty repairs is calculated onlblasis of the historical costs of manufacturing
of the equipment sold and of the warranty repamslenn the previous years.

Long-term contracts

To account for long-term contracts, the Group a&li the provisions of
IAS 11 "Construction Contracts". When the outconfeaoconstruction contract can be
estimated reliably, the percentage of completiothogt is used. The stage of completion is
determined by reference to the contract costs iaduo date and the total costs planned to be
incurred.

At the end of each reporting period, the Group rmad&imates regarding the outcome of each
contract. When it is probable that total contrams$ts will exceed total contract revenue, the
expected loss is immediately recognised in thermestatement.
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The amount of such a loss is determined irrespeatfvwhether or not work has commenced
on the contract, the stage of completion of contaativity, or the amount of profits expected
to arise on other contracts which are not treagesliragle construction contracts in accordance
with IAS 11:9.

The Group applies the above rules to account forngercial contracts related to the Group’s
core business whose performance terms exceedrtioeths and whose total value is material
from the point of view of reliability of the finara statements (revenue, expenses, and the
financial result). The Group accrues only documeéméxenue, i.e. revenue which is guaranteed
under the original contract, adjusted to accountfty subsequent amendments to the original
contract (annexes), or which constitutes any otbeenue closely related to the project. Any
changes of the contract revenue are taken intouatdoit is certain (i.e. a contract or annexes
to a contract have been signed) or at least highbpable (i.e. annexes to a contract or
preliminary contracts have been initialled) tha thient will accept the amendments and the
revenue amounts provided for in the amendmentssacid revenue can be reliably measured.
The stage of completion of a contract is determimgdeference to the contract costs actually
incurred in the reporting period and documentedapyropriate accounting evidence, and the
co-operator costs not yet invoiced.

The revenue as at the end of the reporting pesodetermined by reference to the stage of
completion of the contract, net of any revenue Wwraffected the financial result in previous
reporting periods. Estimated contract revenue baitable to the given reporting period is
recognised as revenue from sales of products #opérniod, and disclosed under assets in the
statement of financial position as receivables usdttlement of long-term contracts.

Any excess of advances received under a contragttbe estimated revenue attributable to a
given reporting period is recognised under lialetitas prepaid deliveries. Up to the amount of
the estimated contract revenue, advances reduaedb&/ables under settlement of long-term
contracts.

Any excess of invoiced revenue is recognised asraEf income.

Derivative financial instruments

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

Subijective judgement

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

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

+ reflect the economic substance of transactions,
e are objective,

« conform with the principles of prudent valuation,
« are complete in all material respects.

Subjective judgements as at December 31st 2010 wex@e with respect to contingent
liabilities and provisions for claims.
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VI. Changes in accounting policies

Below are presented new standards and IFRIC irgtfpons which have been published by the
International Accounting Standards Board and afecg¥e for reporting periods beginning on or
after January 1st 2010.

Amendment to IFRS 2 "Share-Based Payment"

Amendment to IFRS 2 was published by the Internmafid\ccounting Standards Board on March
23rd 2010. Companies are required to apply the dments no later than on commencement of
their first financial year beginning on or afterd@enber 31st 2009.

This IFRS is not applicable to transactions in Wwhibe entity acquires goods as part of the net
assets acquired in a business combination as defigelFRS 3 "Business Combinations" (as
revised in 2008), in a combination of entities asibesses under common control as described in
paragraphs B1-B4 of IFRS 3, or the contributiora dfusiness on the formation of a joint venture
as defined by IAS 31 "Interests in Joint Venturé$#nce, equity instruments issued in a business
combination in exchange for control of the acquimee not within the scope of IFRS 2. However,
equity instruments granted to employees of the ie®gun their capacity as employees are within
the scope of IFRS 2.

IFRS 3 (as revised in 2008) and Improvements t-Rsued in April 2009 amended paragraph 5
of IFRS 2. Those amendments are effective for dnperdgods beginning on or after July 1st 2009.
Early application is permitted. If an entity appli&-RS 3 (revised 2008) for an earlier periodsit i
required to apply the amendments for that earkeiog.

The Group will apply the standard starting from #&mmual financial statements for the period that
begins on
January 1st 2010.

Amendments to IFRS 2 “Share-Based Payments”

Amendments to IFRS 2 "Share-Based Payments" weskishad by the International Accounting

Standards Board on June 18th 2009 and are effefdivannual periods beginning on or after
January 1st 2010. The amendments clarify the a¢omurfior group cash-settled share-based
payment transactions. The amendments specify thgesaf IFRS 2 and regulate the interaction of
IFRS 2 and other standards. The amendments to IFFRo0 incorporate guidance previously
included in IFRIC 8 and IFRIC 11.

The Group will apply the standard starting from #&mmual financial statements for the period that
begins on
January 1st 2010.

Revised IFRS 3 “Business Combinations”

Revised IFRS 3 was published by the Internatioradointing Standards Board on January 10th
2008 and is effective prospectively for annual @ési beginning on or after July 1st 2009. The
revised standard continues to apply the acquisitoathod of accounting for business
combinations, however with some significant chandes instance, all payments to purchase a
business should be recognised at their acquisitede- fair value, with contingent payments
classified as debt subsequently remeasured thnonagih or loss. Additionally, the revised standard
defines new rules of applying the acquisition mdthoncluding a requirement to recognise
acquisition-related costs as expenses in the péariadhich they are incurred. Moreover, there is a
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choice to measure the minority interest (non-cdinigpinterest) in an acquiree either at fair value
or as the non-controlling interest’s proportionsttare of the acquiree’s net identifiable assets.

The Group applied the standard to the annual fiahistatements for the period starting January
1st 2010.

IFRS 5 "Non-Current Assets Held for Sale and Disicmed Operations”

Amendment to IFRS 5 was published by the Internafid\ccounting Standards Board on March
23rd 2010 and is effective prospectively for rejmgrtperiods beginning on or after January 1st
2010. Early application is permitted. Early appiica is permitted and is required to be disclosed.

The amendments specify the disclosures requiredespect of non-current assets (or disposal
groups) classified as held for sale or as discartiroperations.

Amendment to IFRS 8 "Operating Segments"

Amendment to IFRS 8 was published by the Internalid\ccounting Standards Board on March
23rd 2010 and is effective prospectively for rejmgyrtperiods beginning on or after January 1st
2010. Early application is permitted and is requiite be disclosed.

The amendments introduce changes in disclosuratsngko profit or loss, assets and liabilities.

The Group will apply the standard starting from #&mmual financial statements for the period that
begins on
January 1st 2010.

Revised IAS 27 “Consolidated and Separate Finastatements”

Revised IAS 27 was published by the Internatione¢dunting Standards Board on January 10th
2008 and is effective for annual periods beginrangr after July 1st 2009. The standard requires
that the effects of transactions with minority €asiders be presented within equity as long as the
entity remains under the control of the existingepa The standard provides also a more detailed
guidance on disclosure in the event of loss of rcbrdver a subsidiary, i.e. it requires that the
residual holding be remeasured to fair value aeditfierence recognised in profit or loss.

The Group has applied the revised IAS 27 prospelgtito transactions with minority shareholders
(holders of non-controlling interests) startingrfraghe annual financial statements for the period
that begins on January 1st 2010.

Amendments to IFRIC 9 and IAS 39 “Embedded Denxes

The amendments to IFRIC 9 and IAS 39 "Embedded vatves" were published by the
International Accounting Standards Board on Mar2tin 2009 and are effective for annual periods
ended on or after June 30th 2009.

The amendments constitute an improvement on the@ments to IFRIC 9 and IAS 39 issued in
October 2008 concerning embedded derivatives. Titendments clarify that on reclassification of
a financial asset out of the “at fair value throymgbfit or loss” category all embedded derivatives
have to be assessed and, if necessary, separatelynded for in the financial statements.

The Group commenced to apply the amendments taPRInd IAS 39 as of January 1st 2010.
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Improvements to IFRSs 2009

On April 16th 2009, the International Accountingasdards Board published "Improvements to
IFRSs 2010"- a collection of amendments to 12 stadsd The amendments involve accounting
changes for presentation, recognition and measuremerposes as well as terminology and
editorial changes. Most of the amendments are taéféefor annual periods beginning on or after
January 1st 2010.

IAS 1 "Presentation of Financial Statements"

Amendment to IAS 1 was published by the Internatiohccounting Standards Board on March
23rd 2010 and is effective prospectively for rejmgrtperiods beginning on or after January 1st
2010. Early application is permitted and is requiiite be disclosed.

The amendments refer to classification of lial@Btas current.

The Group will apply the standard starting from #mmual financial statements for the period that
begins on January 1st 2010.

IAS 7 "Statement of Cash Flows"

Amendment to IAS 7 was published by the Internatiohccounting Standards Board on March
23rd 2010 and is effective prospectively for rejmgyrtperiods beginning on or after January 1st
2010. Early application is permitted and is requiite be disclosed.

The amendments clarify that only those expenditwvbgh result in assets recognised in the
statement of financial position can be classifie@n&esting activity.

The Group will apply the standard starting from #mmual financial statements for the period that
begins on January 1st 2010.

IAS 17 "Leases"

Amendment to IAS 17 was published by the IntermaticAccounting Standards Board on March
23rd 2010 and is effective prospectively for rejmgrtperiods beginning on or after January 1st
2010. Early application is permitted and is requiiite be disclosed.

The amendments refer to classification of leasesnwd lease includes both land and buildings
elements.

The Group will apply the standard starting from #mmual financial statements for the period that
begins on January 1st 2010.

IAS 36 "Impairment of Assets"

Amendment to IAS 36 was published by the IntermaticAccounting Standards Board on March
23rd 2010 and is effective prospectively for refmgrtperiods beginning on or after January 1st
2010. Early application is permitted and is requiite be disclosed.

The amendments refer to assigning goodwill to ¢aesterating units.

The Group will apply the standard starting from #mmual financial statements for the period that
begins on January 1st 2010.

30



HEAT TREATMENT EQUIPMENT y

Amendment to IAS 38 "Intangible Assets"

Amendment to IAS 38 was published by the IntermaticAccounting Standards Board on March
23rd 2010 and is effective prospectively for rejmgytperiods beginning on or after January 1st
2010. Early application is permitted and is recuit@ be disclosed.

The amendments introduce changes in recognitionnagasurement of fair value of intangible
assets acquired in business combinations. Amoeotgnised in connection with intangible assets
and goodwill, arising on business combinations r@vipus periods, may not be adjusted. If an
entity applies IFRS 3 (as revised in 2008) for amlier period, it is required to apply the
amendment for that earlier period and discloseftwit

The Group will apply the standard starting from #mmual financial statements for the period that
begins on January 1st 2010.

IAS 39 "Financial Instruments: Recognition and Mgament"

Amendment to IAS 39 was published by the IntermaticAccounting Standards Board on March
23rd 2010 and is effective prospectively for rejmgrtperiods beginning on or after January 1st
2010. Early application is permitted and is requiite be disclosed.

The amendments introduce changes in the scopee aftéimdard, classification of items as hedged
items and hedging of cash flows.

The Group will apply the standard starting from #mmual financial statements for the period that
begins on January 1st 2010.

IFRIC 9 "Reassessment of Embedded Derivatives"

Amendment to IFRIC 9 was published by the Inteoratl Accounting Standards Board on March
23rd 2010 and is effective prospectively for rejmgrtperiods beginning on or after January 1st
2010. If an entity applies IFRS 3 (as revised i0&0for an earlier period, it is required to apply
the amendment for that earlier period and disdbatfact.

The amendments refer to the scope of the standlislinterpretation does not apply to embedded
derivatives acquired in:

a) business combinations (as defined in IFRS 3iti&gs Combinations”, as revised in 2008);

b) a combination of entities or businesses undemeon control as described in paragraphs B1-B4
of IFRS 3 (revised 2008); or

c¢) the formation of a joint venture as defined &SI 31 "Interests in Joint Ventures" or their
possible reassessment at the date of acquisition.

The Group has applied IFRIC 9 starting from theumhriinancial statements for the period that
begins on January 1st 2010.

IFRIC 12 “Service Concession Arrangements”

Interpretation IFRIC 12 was issued by the Inteoral Financial Reporting Interpretations

Committee on November 30th 2006 and is effectiveafmual periods beginning on or after March
29th 2009. The interpretation provides guidanceafiplication of the existing standards by entities
participating in service concession arrangementsd®n the private and the public sector. IFRIC
12 applies to contracts under which the grantortrotsrthe kind of services that the operator
provides using the infrastructure, as well as dwgpient and price of these services.
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The Group has applied IFRIC 12 starting from theuah financial statements for the period that
begins on January 1st 2010.

IFRIC 15 “Agreements for the Construction of Reatdfe”

Interpretation IFRIC 15 was issued by the Inteoral Financial Reporting Interpretations

Committee on July 3rd 2008 and is effective forumirperiods beginning on or after January 1st
2010. The Interpretation provides guidance on hovddétermine whether an agreement for the
construction of real estate should fall within #e®pe of IAS 11 "Construction Contracts" or I1AS

18 "Revenue" for the purpose of presentation iarfoial statements. Moreover, IFRIC 15 clarifies
when to recognise the revenue from provision ostmtion services.

The Group has applied IFRIC 15 starting from theuah financial statements for the period that
begins on January 1st 2010.

IFRIC 16 “Hedges of a Net Investment in a Foreigrefation”

IFRIC 16 was issued by the International FinanBiaporting Interpretations Committee on July
3rd 2008 and is effective for annual periods beigimon or after July 1st 2009. The interpretation
provides guidance on how to determine whetherargkes from the foreign currency exposure to
the functional currency of the foreign operatiord ahe presentation currency of the parent's
consolidated financial statements. Moreover, IFRBCclarifies which entity within a group can
hold a hedging instrument in a hedge of a net imvest in a foreign operation and in particular
whether the parent holding the net investment foreign operation must also hold the hedging
instrument. IFRIC 16 explains also how an entitgudtd determine the amounts to be reclassified
from equity to profit or loss for both the hedgimgtrument and the hedged item when the entity
disposes of the investment.

The Group has applied IFRIC 16 starting from theuah financial statements for the period that
begins on January 1st 2010.

Amendment to IFRIC 16 Hedges of a Net Investmeiat Foreign Operation

Amendment to IFRIC 16 was published by the Intéoma Accounting Standards Board on

March 23rd 2010 and is effective prospectivelyriporting periods beginning on or after January
1st 2010. Early application of the interpretatiamd @éhe amendment is permitted. If an entity
applies this Interpretation for a period beginnbefore October 1st 2008, or the amendment to
paragraph 14 before 1July 2009, it is requiredgoldse that fact.

The amendment relates to holding of a hedging ungnt by an entity within a group. A
derivative or a non-derivative instrument (or a bamation of derivative and non-derivative
instruments) may be designated as a hedging inetruim a hedge of a net investment in a foreign
operation. The hedging instrument(s) may be heldrigyentity or entities within the group as long
as the designation, documentation and effectivenegsirements of IAS 39 paragraph 88 that
relate to a net investment hedge are satisfiegaltticular, the hedging strategy of the group sthoul
be clearly documented because of the possibilitgifiérent designations at different levels of the
group.

The Group will apply IFRIC 16 starting from the amah financial statements for the period that
begins on January 1st 2010.

IFRIC 17 “Distributions of Non-Cash Assets to Owsier
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Interpretation IFRIC 17 was issued by the Inteoral Financial Reporting Interpretations
Committee on November 27th 2008 and is effectiveaftnual periods beginning on or after July
1st 2009. The interpretation provides guidance lo@ moment of recognition of dividend,
measurement of dividend and recognition of theed#ffice between the value of dividend and the
carrying amount of the distributed assets.

The Group has applied IFRIC 17 starting from theuah financial statements for the period that
begins on January 1st 2010.

IFRIC 18 “Transfer of Assets from Customers”

Interpretation IFRIC 18 was issued by the Inteoral Financial Reporting Interpretations
Committee on January 29th 2009 and is effectiveaforual periods beginning on or after July 1st
2009. The interpretation provides guidance on ¢goegnition of transfer of assets from customers,
namely it clarifies the circumstances in which tieinition of an asset is met, the identificatidn o
the separately identifiable services (servicesxchange for the transferred asset), the recognition
of revenue and the accounting for transfers of f@sh customers.

The Group has applied IFRIC 18 starting from theuah financial statements for the period that
begins on January 1st 2010.

VIIl. New standards to be applied by the Group

Amendments to IFRS 1

On July 23rd 2009, the International Accountingn8trds Board (IASB) published amendments
to IFRS 1 "First-Time Adoption of International Bimcial Reporting Standards" ("Amendments
to IFRS 1"). Pursuant to the Amendments to IFR8ntities operating in the oil and gas sector
which adopt IFRS are allowed to use the carryingams of their oil and gas assets determined
using previously applied accounting policies. Eesitwhich opt for the exemption are required to
measure their decommissioning, site restorationsamilar obligations associated with oil and

gas assets in line with 1AS 37 "Provisions, CorgimgLiabilities and Contingent Assets", and to
account for a given obligation in retained earnilgsendments to IFRS 1 also provide for a
reassessment of whether an arrangement contagase. |

The Group will apply the standard starting from éimaual financial statements for the period that
begins on January 1st 2011.

Amendments to IFRS 2 "Share-Based Payment"

On June 18th 2009, the International Accountingn&tiads Board (IASB) published amendments
to IFRS 2 "Share-Based Payment". Amendments to [ERIGrify the accounting for share-based

payment transactions where payment to the supmfligoods or services is settled in cash and the
liability is contracted by another group membero(gr cash-settled share-based payment
transactions).

The Group will apply the standard starting from éimaual financial statements for the period that
begins on January 1st 2011.
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Amendments to IFRS 7

On January 28th 2010, the International AccounStandards Board (IASB) issued a document
entitled Limited Exemption from Comparative IFRSDrsclosures for First-Time Adopters -
Amendment to IFRS 1. Given the fact that first-tisgopters of IFRS so far had no possibility to
use an exemption from providing comparative infdiora concerning fair-value measurement
and liquidity risk, available under IFRS 7 for coangtive periods ending before December 31st
2009 r., the purpose of the Amendment to IFRS tb isiake such optional exemption available
also to first-time adopters of IFRS. Under the Admaents to IFRS 7, an entity does not have to
disclose the information required under the amemdsn@ the case of:

(a) annual or interim periods, including statemesftdinancial position, presented in an

annual comparative period ending before Decemb&r Z109, or

(b) statements of financial position presentechatkieginning of the earliest comparative

period before December 31st 2009.

Early application is permitted and is required ¢odisclosed.

The Group will apply the standard starting from éimaual financial statements for the period that
begins on January 1st 2011.

Amendments to IFRS 8 "Operating Segments”

Amendments to IFRS 8 "Operating Segments" wereighdd by the International Accounting
Standards Board (IASB) in 2009. Amendments to IFR®fer to disclosure of information on
the extent of an entity's dependence on its custwniferevenue from transactions with a single
external customer accounts for 10% or more of dityentotal revenue, the entity is required to
disclose that fact, and to provide information & total revenue derived from each such
customer and the identity of the segment or seggnehére such revenue is recognised. An entity
is not required to disclose the identity of its aragustomer or the amount of revenue derived
from the customer which is reported in the indiabsegments. However, it is also necessary to
make an assessment whether a government (natiegignal, territorial, local or foreign,
including governmental agencies and other simdeaall, national or international authorities) and
the entities which to the reporting entity's knodge are supervised by the government, are to be
treated as a single customer. In making such asasent, the reporting entity takes into account
the degree of business integration between suchieentChanges regarding disclosure of
information on related parties (amended in 2008)iatroduced by paragraph 34 with respect to
annual periods beginning on or after January 1%1 20

The Group will apply the standard starting from éimaual financial statements for the period that
begins on January 1st 2011.

IAS 24 "Related Party Disclosures"

On November 4th 2009, the International Accounftgndards Board (IASB) published Revised
IAS 24 "Related Party Disclosures". The purpos¢hefamendments introduced in the Revised
IAS 24 was to simplify the definition of a relatpdrty while at the same time removing certain
internal inconsistencies, and to provide a pasi@mption for government-related entities from
the disclosure obligations regarding transactioiith welated parties. IAS 24 (2009) applies
retrospectively for annual periods beginning omfter January 1st 2011. Early application of the
entire standard or of the partial exemption for ggament-related entities is permitted. Early
application of the entire standard or of the phsi@mption for government-related entities with
respect to a period that begins before JanuargQiist must be disclosed.

The Group will apply the standard starting from éimaual financial statements for the period that
begins on January 1st 2011.
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Amendment to IFRIC 14 "Prepayments of a Minimumdiog Requirement”

In November 2009, the International Accounting 8tads Board amended IFRIC 14 in such a
way as to remove unintended consequences of trettrheoluntary pension prepayments when
there is a minimum funding requirement. The amendsapply for annual periods beginning on
or after January 1st 2011. Early application of thierpretation is permitted and must be
disclosed.

The Group will apply the standard starting from @&maual financial statements for the period that
begins on January 1st 2011.

IFRIC 19 "Extinguishing Financial Liabilities witBquity Instruments”

On November 26th 2009, the International Finandi&porting Interpretations Committee
(IFRIC) issued IFRIC 19 "Extinguishing Financialabilities with Equity Instruments” ("IFRIC
19"). IFRIC 19 provides guidance regarding accaunby an issuer of equity instruments which
were issued following renegotiation of the termsadfnancial liability in order to extinguish all
or part of the financial liability. IFRIC 19 addsess the accounting by an entity when the terms of
a financial liability are renegotiated and resnlthe entity issuing equity instruments to a ciadit
to extinguish all or part of the financial liabjlit It does not address the accounting by the
creditor. The interpretation is effective for anhpariods beginning on or after July 1st 2010.
Early application is permitted. Earlier applicatifor a period that begins before July 1st 2010
must be disclosed. Changes in accounting poligiedya in line with IAS 8 - starting from the
earliest comparative period presented.

The Group will apply the standard starting from éimaual financial statements for the period that
begins on January 1st 2011.

The Management Board of the Parent Undertaking adm¢sexpect the above standards and
interpretations to have any material effect onabeounting policies applied by the Group, save for
the need to make certain additional or new disckxsurhe Group is in the process of analysing the
consequences and effects of applying these newda@s and interpretations on its financial

statements.
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THE SECO/WARWICK GROUP

SUPPLEMENTARY INFORMATION TO THE CONSOLIDATED
FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31ST 2010
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Note 1. SALES REVENUE

As provided for under IAS 18, revenue from salepafducts, goods for resale, materials and
services, net of VAT, discounts and rebates, isgrised when the entity has transferred to the
buyer the significant risks and rewards incidetdgaheir ownership.

Sales revenue and total revenue and income of thedsip:

Item 2010 2009
Sales of products 193,435 121,632
Sales of goods for resale and materialg 1}362 1,163
TOTAL sales revenue 194,797 122,795
Other operating income 1,682 2,214
Finance income 3,152 1,438
TOTAL revenue and income 199,631 126,447

In 2010, sales revenue from discontinued operatomsunted to PLN 579 thousand, compared
with PLN 935 thousand in 2009.

Note 2. OPERATING SEGMENTS

IFRS 8 "Operating Segments”, which has supersedetdigusly binding IAS 14 "Segment
Reporting”, has been effective since January 1€1920rhe new standard introduces the
“management approach” to segment disclosures andires that segment information be
presented based on those components of the dmityrtanagement monitors in making decisions
about operating matters. An operating segment ég@raponent of an entity for which discrete
financial information is available and whose opegtesults are reviewed regularly by the entity’s
chief decision maker to make decisions about ressuto be allocated to the segment and assess
its performance. This change in accounting staredheds had no impact on the Group’s segment
reporting.

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

Vacuum furnaces (Vacuum)

Vacuum furnaces have multiple applications in a Ipemof industries, including machine tool,
aviation, power, electrical engineering, medicalipment, automotive and specialised industries.
Vacuum furnace solutions may be used in a wideetyaiof processes, such as heat treatment of
steel and alloys, brazing, sintering, and degasdiuse of vacuum furnaces brings economic
benefits. They are also environmentally friendly.

Aluminium heat exchanger brazing systems (CAB)

The CAB systems are used primarily in the autoneoiivdustry for brazing heat exchangers

mounted in passenger cars and trucks (charge @ailersp air conditioning evaporators and

condensers, oil coolers, etc.). Outside the autematector, CAB processes are used in the
manufacture of IC radiators, steam condensers KiP @lants, exhaust gas heat exchangers for
power generators, etc.

Atmosphere furnaces (Thermal)

Atmosphere furnaces are widely used in the prooés#isermal and thermochemical treatment of
steel and metals in protective atmospheres fororgat hardness. Atmosphere furnaces designed
for thermal and thermochemical treatment are enguldp the gas carburising, gas nitriding and
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other processes. The furnaces are meant chieflhéoautomotive and metal industries, including
for the manufacturing of anti-friction bearings,wasll as for use in commercial hardening plants
and specialty industries.

Aluminium heat treatment systems (Aluminium Procesk

The SECO/WARWICK Group specialises in a selectayeaof aluminium heat treat processes
which generally offer a plethora of applicationfieTaluminium 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 famultiple applications. In addition, the
Aluminium Process systems are used to heat treatimilum castings.

Melting furnaces

The metallurgy applications of the vacuum meltingnfices include alloying, melting and
purifying specialty metals, including reactive mefa.g. titanium, zirconium) and heat-resistant
metals (e.g. tantalum). Due to their physical propg, specialty metals may only be treated with
the use of advanced technological solutions uniggryacuum conditions.

The different types of melting furnaces include tngl and holding furnaces used for the
manufacture of precision castings (such as compgsra#net engines, power turbines, and medical
implants).

Melting furnaces may also be used as an elemenhefglobally-unique processes involving
disposal of hazardous waste (such as nuclear Wupts).

Other

Reportable geographical segments, delineated lwaséte geographical location of the respective
sales markets, are as follows:

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

o the Russian market and former USSR countries (Russd former USSR
countries)

o the US market,
o the Turkish market (Turkey),
o other countries.

Financial data for the segments includes only segmevenue, expenses and segment profit or
loss. It is impracticable for the Group to allocassets to the particular segments as its plant and
equipment (including buildings and structures)asmmon to all the segments.

38



HEAT TREATMENT EQUIPMENT

OPERATING SEGMENTS - 2010

Continuing operations

ltem AL h Alamin VT Discontinued| Unallocated Total
Vacuum CAB mospherg Aluminium elting Total operations items operations
Furnaces Process | Furnaces
Total segment revenue 70,861 22,958 61,407 6,397 14,423 176,046 579 18,750 194,796
External sales, including: 70,861 22,958 61,407 6,397 14,423 176,046 579 18,750 194,796
- sales to customers who account for
10% or more of total segment revenue 25,139 2,810 27,949
Inter-segment sales
Total segment expenses (48,381)] (16,162) (53,992) (4,776)| (12,448) (135,759 306 (15,872) (151,631
General and administrative expenses (481) (29,955) (29,955)
Selling costs (142) (11,097) (11,097)
Operating income 9 1,682 1,682
Operating expenses (3,014) (3,014)
s R 22,480 6,796 7,415 1,620 1,975| 40,287 (341) 781
Gain (loss) on accounting for obtaining
control 10,472 10,472
Finance income 10 3,152 3,152
Net finance expenses 17) (1,833) (1,833)
Share in profit of associate 2,702 2,702
Pre-tax profit (346) 15,274
Income tax 237 237
Profit/(loss) on discontinued operation (346) (346)
Net profit/(loss) for period 15,165
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OPERATING SEGMENTS - 2009

A ﬁgrgggﬂggeoiflﬁ:g:fm Melting Discont[nued Ungllocated Tota}l
Vacuum CAB Furmnaces Process | Furnaces Total operations items operations

Total segment revenue 30,316 28,689 25,176 8,950 5,311 98,443 935 24,353 122,795
External sales, including: 30,316 28,689 25,176 8,950 5,311 98,443 935 24,353 122,795
|oales 1o customers ‘;"Qgﬁ?grclto:‘e”\}efg;e 19570 22,793 17,338 6,068  4,670] 70,439 3,700 74,139
Inter-segment sales

Total segment expenses (23,295)] (14,871) (19,979) (8,018) (3,368) (69,531) (837) (19,368) (88,899)
General and administrative expenses (595) (24,445) (24,445)
Selling costs (223) (9,397) (9,397)
Operating income 30 2,214 2,214
Operating expenses (1,655) (1,655)
E;?;i:’é'faisggg gﬁggggggp‘;ﬁgions 7.022] 13818 5,196 932| 1,943 28912 (689) 613
Finance income 2 1,438 1,438
Net finance expenses (25) (8,301) (8,301)
Share in profit of associate 7,006 7,006
Pre-tax profit/(loss) (756)
Income tax (1,003) (1,003)
Profit/(loss) on discontinued operation (712) (712)
Net profit/(loss) for period (960)
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Russia
e Total
ltem Poland EU former us Asia | Other operations
USSR P
countries

Total segment
revenue
External sales —
continuing operations| 27,510 98,360 11,266 35,941 9,450, 12,270 194,797
including:

- sales to customers
who account for 10%
or more of total
segment revenue
External sales —
discontinued
operations

Segment's non-current
assets 139,389 8,663 2,092 150,144

Capital expenditure 9,775 224 1,191 11,190,

27,510 98,360 11,266 35,941/ 9,450 12,2700 194,797

17,406 28,023 8,615 54,044

GEOGRAPHICAL SEGMENTS - 2009

Russia
and
Total
Item Poland EU former US | Turkey| Other operations
USSR P
countries

Total segment
revenue
External sales —
continuing operations| 15,858 52,759 15,260 21,328 4,776 12,813 122,795
including:

- sales to customers
who account for 10%
or more of total
segment revenue
External sales —
discontinued

15,858 52,759 15,260 21,328 4,776 12,813 122,795

2,320 17,405 9,969 4,585 4,405 4,585 43,268

operations
|
Segment's non-currernt
assets 96,707 12,925 3,592 113,224
Capital expenditure 7,404 65 7.469
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Note 3. OPERATING EXPENSES
Jan 1 - Dec 31 Jan 1 - Dec 31
COSTS BY TYPE 2010 2009
Depreciation and amortisation 4,980 4,770
Raw materials and energy used 86,897 51,287
Contracted services 26,769 17,707
Taxes and charges 975 843
Salaries and wages 43,451 37,011
Social security and other benefits 9,596 8,277
Defined benefit plan 512 651
Other costs by type 12,935 10,445
Total costs by type, including: 186,114 130,992
Selling costs (11,097) (9,397)
General and administrative expenses (29,955) (24,445)
Change in products 9,191 (5,011)
Cost of products and services for own needs (3,494 (4,306)
Cost of products and services sold 150,759 87,833
DEPRECIATION/AMORTISATION AND
IMPAIRMENT LOSSES RECOGNISED IN THE Jan 1261%60 L dan 260'398‘3 81
INCOME STATEMENT

Items recognised in cost of sales: 2,855 2,783
Depreciation of property, plant and equipment 2625 2,540
Amortisation of intangible assets 230 243
Impairment of property, plant and equipment
Items recognised in selling costs 368 305
Depreciation of property, plant and equipment 238 212
Amortisation of intangible assets 131 93
Cost of operating leases
Items recognised in general and administrative
expenses 1,744 1,668
Depreciation of property, plant and equipment 1,346 1,357
Amortisation of intangible assets 398 311
Cost of operating leases
Items recognised in other operating expenses 13 13
Depreciation of investment property 13 13
EMPLOYEE BENEFITS

Jan 1-Dec 31| Jan1 - Dec 31
PERSONNEL COSTS 2010 2009
Salaries and wages 43,451 37,011
Social security and other benefits 9,596 8,277
Defined benefit plan 512 651
Retirement benefits
Other post-employment benefits
Share-based payment scheme 2
Total employee benefits, including: 53,559 45,941
Items recognised in cost of sales 30,538 25,414
Items recognised in selling costs 6,981 6,121
Items recognised in general and administrative es@s 16,041 14,405
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Note 4. OTHER OPERATING INCOME AND EXPENSES
Jan 1-Dec 31| Jan 1 - Dec 31
OTHER OPERATING INCOME 2010 2009
Reversal of impairment losses on receivables 117 500
Reversal of impairment losses on inventories 157
Release of provisions 12
Gain on sale of property, plant and equipment 29 9
Release of provision for penalties
Subsidies
Penalties and compensation/damages received 26 511
Settlement of stock-taking surpluses
Income from re-invoicing 5
Income from lease of tangible assets and investpreperty 864 361
Other 628 676
Total other operating income 1,682 2,214
Jan 1-Dec 31| Jan1 - Dec 31
OTHER OPERATING EXPENSES 2010 2009
Impairment losses on receivables 734 662
Revaluation of inventories 136
Loss on sale of property, plant and equipment 6 1
Court expenses, compensation/damages, penalties 146 3
Revaluation of tangible asset 486
Cost of lease of tangible assets 390 44
Cost of discontinued production 137 268
Services purchase cost for re-invoicing 232
Donations 59 40
Provision for penalties 250
Write-off of past due receivables 61
Liquidation of inventories 110
Other 527
Total other operating expenses 3,014 1,655
Note 5. FINANCE INCOME AND EXPENSES
Jan1-Dec31 | Jan1-Dec 31
FINANCE INCOME 2010 2009
Interest income 119 304
Gain on disposal of investment 620
Valuation of FX forwards 1,993 1,134
Net foreign exchange gains
Dividends received
Other 3
Total finance income 2,735 1,438

43




. /’/

7

Jan1-Dec31 | Jan1-Dec 31
FINANCE EXPENSES 2010 2009

Interest paid 296 241
Finance charge in finance leases

Loss on derivative instruments at maturity 3,090
Balance-sheet valuation of derivative instruments

Net foreign exchange losses 790 4,908
Other 331 72
Total finance expenses 1,417 8,301

Note 6. INCOME TAX AND DEFERRED INCOME TAX

The main items of the tax expense for the annuabge ended December 31st 2010 and

December 31st 2009 were as follows:

INCOME TAX DISCLOSED IN THE INCOME Jan1l-Dec | Janl-Dec
STATEMENT 31 2010 31 2009

Current income tax 610 382
Current income tax expense 610 192
Adjustments to current income tax for previous gear 190
Deferred income tax (847) 621
Related to temporary differences and their reversal (847) 621
Related to a reduction of income tax rates
Income tax benefit arising from transactions inwodvitems of
equity
Tax expense disclosed in the income statement (237) 1,003

Deferred income tax disclosed in the income staténse equal to the difference between the
balances of deferred tax liabilities and defer@ddssets as at the end and as at the beginning of

reporting periods

DISCLOSURES RELATING TO COMPONENTS OF Jan1l-Dec | Janl-Dec
OTHER COMPREHENSIVE INCOME 31 2010 31 2009
Exchange differences on translating foreign openati 83 (1,936)
Valuation of cash flow hedging derivatives (21) 2729
Actuarial gains/(losses) on a defined benefit eatient plan (619) 675
Income tax relating to other comprehensive income 4 (789)
Other comprehensive income (554) 679
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Dec 31 2010 Dec 31 2009
amount amount
Item carrying dliiclﬁzed carrying dlﬁlclﬁzed
amount income amount income
statement statement
Deferred tax liabilities
Accelerated tax depreciation/amortisation 7,582 (1,842) 6,486 (405)
Finance leases 179 23 156 21
Other 198 27 172 32
Foreign exchange gains 131 (87) 218 (963)
Adjustments to long-term contracts 4,149 630 3,507 (1,549)
Valuation of financial assets 237 9 228 9)
Deferred tax liabilities 12,476 (1,240)| 10,767 (2,873)
Deferred tax assets
SPg)/\élrsggggtga(;lg age and disability retirement 1,072 o5 1,049 (811)
Provision for length-of-service awards and bonuses 296 248 48 (28)
Provision for unused holidays 394 240 153 (44)
Provision for losses on contracts (63) 63 63
Provision for warranty repairs 825 247 577 75
Other provisions 295 264 31 (112)
Losses deductible from future taxable income 1,545 928 617 617
Assets arising under long-term contracts 976 673 303 (580)
Foreign exchange losses 149 21 74 (21)
Other 90 (125) 266 265
Valuation of financial instruments (337) 337 (2,179)
R BT I N T
Lease liabilities 96 (7) 103 (10)
Impairment losses on inventories 417 120 297 (46)
Impairment losses on receivables 364 312 53 (235)
Deferred tax assets 6,702 2,572 4,133 (3,503)
Dec 31 2010 Dec 31 2009

Item carrying amount carrying amount
amount | 'SCO9MSEC 5 ount | MECO9NISEC

In equity In equity

::/:rlrt:g(t)lr?gn(if financial instruments — equity 4 4 519 519
Deferred tax assets 4 4 519 519
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Note 7. DISCONTINUED OPERATIONS

On October 8th 2010, the Board of Directors of SBESRWICK (Tianjin) Industrial Furnace
Co. Ltd. executed an agreement providing for salghe Chinese shareholder Tianjin Kama
Electric Thermal Equipment Manufacturing Co., Ltbf a 25% equity interest in
SECO/WARWICK (Tianjin) Industrial Furnace Co. Ltdeld by SECO/WARWICK Corp. for
USD 300 thousand and a 25% equity interest hel@BEO/WARWICK S.A. also for USD 300
thousand. Initially, it was arranged that the teati®n would be finalised by December 31st 2010.
By the balance-sheet date, this arrangement haldesst met by the Chinese partner. Therefore, a
new payment schedule was agreed. An annex to i@alragreement was also signed, providing
for a potential dissolution of SECO/WARWICK (TiamjiIndustrial Furnace Co. Ltd. if payments
are not made as scheduled. The President of SECRMWIEBK (Tianjin) Industrial Furnace Co.
completed the first stage concerning change ottmpany's name. As at the balance-sheet date,
the impairment loss on net assets was PLN -43 #malsThe impairment loss amount may change
depending on how the sale of shares in SECO/WARW(Ti&njin) Industrial Furnace Co. Ltd.
proceeds.

As at December 31st 2010, the value of assetsftieshle was PLN 5,550 thousand.

As at December 31st 2010, the value of liabilihekl for sale was PLN 3,254 thousand.

ltem Dec 31 Dec 31
2010 2009

Revenue 579 935
Expenses 331 837
Gross profit/(loss) 248 98
Net finance income/expenses -622 -811
Pre-tax profit/(loss) -374 -712
Net loss on revaluation from carrying value to fatue less cost to sell
Pre-tax profit / loss on discontinued operations -374 -712
Corporate income tax:
- relating to pre-tax profit/(loss)
- relating to measurement at fair value less apset
Net loss attributable to discontinued operations 74 -712
Assets and liabilities classified as held for sale

ltem Dec 31 Dec 31

2010 2009

Assets
Intangible assets 1,482 1,626
Property, plant and equipment 997 1,140
Inventories 467 61
Trade receivables 1,032 885
Other receivables 138 88
Cash 508 169
Prepayments and accrued income 1,377 1,381
Total assets 6,000 5,350
Equity and liabilities
Equity 2,745 3,220
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Trade liabilities 2,409 1,308
Other liabilities 587 325
Loans and borrowings 232
Accruals and deferred income 259 265
Total equity and liabilities 6,000 5,350

Net cash provided by/used in discontinued operatian

ltem Dec 31 Dec 31
2010 2009
Cash provided by/used in operating activities 562 246
Cash provided by/used in investing activities 19 -31
Cash provided by/used in financing activities -225 311
Net cash provided by/used in discontinued operatian 356 587

Note 8. EARNINGS PER SHARE

Basic earnings per share are calculated by divithiegnet profit for a given period attributable to
holders of ordinary shares by the weighted averageber of outstanding ordinary shares in that
period.

Diluted earnings per share are calculated by digidhe net profit for a given period attributalde t

holders of ordinary shares (net of interest on eatible preference shares convertible to ordinary
shares) by the weighted average number of outstgraddinary shares in that period (adjusted for
the effect of dilutive options and dilutive rededneapreference shares convertible to ordinary

shares).

Item Dec 31 2010| Dec 31 2009
Net profit on continuing operations attributablest@reholders 15,511 (247)
Loss on continuing operations attributable to shaliders (346 (712)
Net profit attributable to owners of the parent 165, (960)
Interest on redeemable preference shares coneettilrdinary
shares
Net profit attributable to ordinary shareholders used to
calculate diluted earnings per share 15,165 (960)

Weighted average number of outstanding ordinaryeshased

. : 9,626,503 9,572,003
to calculate basic earnings per share

Earnings per share 1.58 (0.10)
Dilutive effect:

Number of potential subscription warrants for 2@00-1 110,250

Number of potential shares issued at market price 00,9B9

Adjusted weighted average number of ordinary shasesd to

= e
calculate diluted earnings per share 9,635,813 9,572,003

Diluted earnings per share 1.57 (0.10)
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Material events subsequent to the balance-sheethdat been reported in current reports, which
can be viewed at www.secowarwick.com.pl

Note 9. DIVIDENDS PROPOSED OR APPROVED BY WAY OF RESOLUTION BY THE
DATE OF APPROVAL OF THESE FINANCIAL STATEMENTS

No dividends were paid in 2010 or 2009. By the dstapproval of these financial statements, no
resolutions concerning dividend were adopted.

Note 10. PROPERTY, PLANT AND EQUIPMENT

Item Dec 31 2010 Dec 31 2009
Tangible assets 50,059 42,303
Tangible assets under construction 3,178 3,528
Prepaymc_ents for tangible assets under 153
construction
Property, plant and equipment 53,390 45,831
OWNERSHIP STRUCTURE - net value Dec 31 2010 Dec 31 2009
Owned 52,507 44,818
Used under lease, tenancy or similar contract 883 1,013
Total 53,390 45,831

48



. /’/

7

Changes in property, plant and equipment (by tiyet)veen January 1st and December 31st 2009:

Buildings Plant Vehicles Other
Item Land and and tangible | Total

structures | equipment assets

Gross carryingvalue asat | 5 561|  >5915 23930 4,344  2,722| 59,272

Jan 1 2009

Increase, including: - 736 248 313 32| 1,329

assets acquired - 611 208 160 32| 1,011

assets generated internally - 125 40 - - 165

lease agreements concluded - - - - - -

other - - - - - -

Decrease, including: - 807 141 2 950

disposal 772 46 - 818

liquidation 35 95 2 132

other - - - - - -

Gross carrying value as at

Dec 31 2009 2,361 26,651 23,371 4,516 2,752| 59,651

Cumulative depreciation as ) 3070 7 681 1676 955! 13 382

at Jan 1 2009 ' ' ' '

Increase, including: - 3,070 7,681 1,676 955| 13,382

depreciation - 854 2,396 589 262| 4,101

revaluation - - - - -

other - - - - - -

Decrease, including: - 242 89 2 333

sale . - 214 40 - 254

liquidation - - 28 49 2 79

revaluation - - - - -

Cumulative depreciation as

at Dec 31 2009 - 3,924 9,836 2,176 1,215| 17,150

Impairment losses as at Jan ) ) i i i i

12009

Impairment losses as at Deg i i i i i i

31 2009

Net exchange differences or

translation qf financial ' 12 12 183 8 ol -199

statements into presentation

currency

NetcaryngvalueasatDeq 53490 22715 13352 2,348 1,538 42,303
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Changes in property, plant and equipment (by tipeéleen January 1st and December 31st 2010

Buildings Plant Vehicles Other
Item Land and and tangible | Total

structures | equipment assets

Gross carryingvalue asat | 5 361  g651 23371 4516 2,752 59,651

Jan 12010

Increase, including: 1,408 10,235 1,383 263| 13,289

assets acquired 1,024 793 578 177| 2,572

assets generated internally 384 3,168 3,552

lease agreements concluded 349 349

tangible assets of acquired

companies 6,274 456 86| 6,816

other

Decrease, including: 761 334 221 77| 1,393

disposal 22 53 5 80

liquidation 68 24 92

loss of control 761 244 168 48| 1,221

other

Gross carrying value as at

Dec 31 2010 2,361 27,298 33,272 5,678/ 2,939 71,548

Cumulative depreciation as

at Jan 1 2010 3,924 9,836 2,176 1,215| 17,150
Increase, including: 903 2,390 610 250 4,154
depreciation 903 2,313 605 249| 4,071
revaluation

tangible assets of acquired

companies 7 5 1 83
Other

Decrease, including: 94 141 46 37 317
sale 22 15 4 41
liquidation 66 0 16 82
loss of control 94 53 31 17 194
revaluation

Cumulative depreciation as
at Dec 31 2010 4,733 12,085 2,740 1,428| 20,987
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Impairment losses as at Dec

31 2010

487

Net exchange differences orj

translation of financial

statements into presentation

currency

10

174

-239

56 -16

Net carrying value as at Dec

31 2010

2,371

22,739

20,461

2,994

1,494

50,059

Impairment losses on tangible assets in the pdiioch January 1st to December 31st 2010
amounted to PLN 487 thousand.

Impairment losses on tangible assets in the péromd January 1st to December 31st 2009 — none.

Tangible assets under construction:

Tangible |Expenditure — Accounting for the expenditure
assets undef incurred in uiaings,
nstruction|  the premises Other W Gl DIt
o _ _ il | Plant and : : Intangible |31 2009
asatJan 1| financial | andcvi : Vehicles{ tangible
engineering| €quipment assets| assets
2009 year
structures
| 829 4,010 735 177 141 20 238| 3,528
Tangible | Expenditure _ Accounting for the expenditure
assets undef incurred in | PU!'dINgS,
construction the Premises Other - [(ASIAIECS
. ) ivil | Plant and . i Intangible (31 2010
asatJan1| financial | andcvi : Vehicles{ tangible
engineering| €quipment assets| assets
2010 year
structures
[3 528 6,430 727 3,538 435 24 2,057 3,177
Tangible assets under construction Dec 31 2010 31.12.2009
Modular line 2,243 2,135
Test furnace 1,372
VPT furnace 663
Modernisation at the production floor 208 19
Other 64 2
TOTAL 3,178 3,528

As at December 31st 2010 and December 31st 200%tbup carried no tangible assets held for
sale, save for tangible assets related to disaoediactivities, owned by the Company.
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Value and area of land held in perpetual usufructijot applicable to foreign companies)
Number of Surface Value as
Land and Lot | area[sq m] at Dec 31| Surface area| Value as
Address Mortgage No. | as at Dec 31 2010 [sg m] as at | at Dec 31
Register 2010 (PLN | Dec 312009 2009
Entry '000)
Swiebodzin, ul. Sobieskiego 8 KW 1306  95/7 5,098 289 5,098 289
Swiebodzin, ul. Sobieskiego 8 KW 956 94/ 2,467 140 2,467 140
Swiebodzin, ul. Sobieskiego 8 KW 9444  94/16 285 97 285 97
Swiebodzin, ul. Sobieskiego 8 KW 9507  94/23 119 6 119 6
originally originally
KW 9444 | 94/22 1,415 'ogt e 1,415 'ogt e
KW 9444 KW 9444
Swiebodzin, ul. Sobieskiego 8 KW 9507 94/21 2,645 150 2,645 150
Swiebodzin, ul. Sobieskiego 8 KW 193194/19 214 12 214 12
Swiebodzin, ul. Sobieskiego 8 KW 9507  94/8 110 6 110 6
Swiebodzin, ul. Sobieskiego 8 KW 3930094/25 1,279 73 1,279 73
Swiebodzin, ulSwierczewskiego 76 | KW 4064{1195/80 11,605 23 11,605 23
Swiebodzin, ulSwierczewskiego 76 | KW 41410195/94 221 1 221 1
Swiebodzin, ul. Sobieskiego 8 KW 9507  94/6 1,121 10 1,121 10
Swiebodzin, ulSwierczewskiego 76 | KW 10363195/97 28,366 594 28,366 594
Swiebodzin, ulSwierczewskiego 76 | KW 1036[3195/96 7,940 166 7,940 166
Total 62,885 1,567 62,885 1,567

On December 21st 2010, SECO/WARWICK S.A. signedSDI\2,500 thousand investment loan
agreement with BRE Bank Spétka Akcyjna. The loas weanted to finance 10% of the purchase
cost of five shares in Retech Systems LLC.

The loan is secured with an blanket ordinary majggaf USD 2,500 thousand and a blanket
ceiling mortgage of up to USD 250 thousand creatast a property owned by the State Treasury
and comprising the following lots:
Nos. 94/21, 94/8, 94/23, 94/6, with total area @P95ha, situated at ul. Sobieskiego 8,

Swiebodzin

Nos. 94/16, 94/22, with total area of 0.1700hapatéd at ul. Sobieskiego 8,

Swiebodzin

No. 94/19, with area of 0.0214ha, situated at ahi€skiego 8Swiebodzin
No. 94/4, with area of 0.2467ha, situated at ubi€skiego 8Swiebodzin

No. 94/7, with area of 0.5098ha, situated at ubi€kiego 8Swiebodzin

No. 94/25, with area of 0.1279ha, situated at ahi€skiego 8Swiebodzin
No. 195/80, with area of 1.1605ha, situated a$wierczewskiego 76wiebodzin

No. 195/94, with area of 0.0221ha, situated a$wierczewskiego 76wiebodzin

as well as buildings and structures situated oratieve lots, owned by the borrower,
and on undeveloped lot No. 94/14, owned by thedveer, with area of 0.1030ha,
situated at ul. SobieskiegoS8yiebodzin.
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Dec 31 2010

Dec 31 2009

Tangible assets

Gross

Depreciation
value

Gross
value

Net
value

Depreciation

Net
value

Real property

Plant and equipment

342 108

234

693

145

548

Vehicles

952 298

648

637

172

465

Other tangible assets

Total

1,294 406

882

1,330

317

1,013

Note 11. INTANGIBLE ASSETS

OWNERSHIP STRUCTURE — net value

Dec 31 2010

Dec 31 2009

Owned

13,705

9,838

Used under lease, tenancy or similar contract

Total

13,705

9,838

Changes in intangible assets (by type) — betweennisry 1st and December 31st 2009

Item

Patents and
licences, software

Development

expense

Other
intangible
assets

Total

Gross carrying value as at
Jan 12009

6,040

1,704

1,638

9,383

Increase, including:

74

3,744

3,818

business combinations

acquisitions

74

74

transfer from tangible asse
under construction

ts

3,744

3,744

other

Decrease, including:

disposal of subsidiary

disposal

liquidation

I

revaluation

other

Gross carrying value as at
Dec 31 2009

6,113

5,448

1,638

Cumulative amortisation
as at Jan 1 2009

2,011

105

528

Increase, including:

579

amortisation

revaluation

579

other

Decrease, including:

liquidation

sale

other

Cumulative amortisation

2,590
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as at Dec 31 2009 |

Impairment losses as at
Jan 1 2009

Increase, including:

Decrease, including:

Impairment losses as at
Dec 31 2009

Net exchange differences
translation of financial

statements into presentation

currency

12

12

Net carrying value as at
Dec 31 2009

3,535

5,269

1,034

9,838

Changes in intangible assets (by type) — betweennigary 1st and December 31st 2010

Item

licences, software

Patents and

Development
expense

Other
intangible
assets

Total

Gross carrying value as at
Jan 1 2010

6,113

5,448

1,638

13,200

Increase, including:

523

3,243

1,815

5,581

business combinations

acquisitions

286

1,815

2,101

transfer from tangible asse
under construction

ts

3,243

3,243

intangible assets of acquir
companies

237

237

other

Decrease, including:

27

disposal of subsidiary

disposal

liquidation

27

27

revaluation

other

Gross carrying value as at
Dec 31 2010

5,331

8,691

3,453

17,475

Cumulative amortisation
as at Jan 1 2010

2,590

179

604

3,374

Increase, including:

560

89

98

747

amortisation

560

89

98

747

amortisation of intangible
assets of acquired
companies

revaluation

other

Decrease, including:

liquidation
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other

Cumulative amortisation
as at Dec 31 2010

2,844

268

682 3,794

Impairment losses as at
Jan 12010

Increase, including:

Decrease, including:

Impairment losses as at
Dec 31 2010

Net exchange differences pn
translation of financial
statements into presentation
currency

(467)

(467)

Net carrying value as at
Dec 31 2010

2,510

8,423

2,771 13,704

Intangible assets do not serve as security foililials.

As at December 31st 2010 and December 31st 200%;rhup carried no intangible assets held for

sale.

Impairment losses on intangible assets in the gefiom January 1st to December 31st 2010 —
none. Impairment losses on intangible assets ip¢hned from January 1st to December 31st 2009

— none.

Note 12. INVESTMENT PROPERTY

SECO/WARWICK S.A. owns an investment property lecaat ul. Sobieskiego 8 Bwiebodzin,
Poland, which comprises a production hall currelgbsed out to VACMAX. In 2010 and 2009,

the property generated lease income of PLN 54 #hulis

ltem Dec 31 2010 Dec 31 2009
Opening balance 448 461
Increase (subsequent expenditure), including:
modernisation
Decrease, including: 13 13
depreciation 13 13
sale
Closing balance 435 448
Item Dec 31 2010 Dec 31 2009
Gross carrying value — opening balance 527 527
Increase, including: - -
acquisitions - -
production - -
other - -
Decrease, including: - -
disposal - -
liquidation - -
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other - -
Carrying value — closing balance 527 527
Cumulative depreciation — opening balance 79 66
Increase, including: 13 13
depreciation 13 13
other - -
Decrease, including: - -
sale - -
other - -
Cumulative depreciation — closing balance 92 79
Impairment losses — opening balance - -
Increase - -
Decrease - -
Impairment losses — closing balance - -
Net carrying value — closing balance 435 448
Item Dec 31 2010 Dec 31 2009
Lease income 54 54
Cost of generating lease income 23 22
Real property tax 10 9
Depreciation 13 13

Note 13. GOODWILL

The table below presents increases/decreases awgbin connection with the consolidation of
subsidiaries SECO/WARWICK Corporation and Retecbt&ys LLC using the full method.

Item Dec 31 2010 Dec 31 2009
Consolidation goodwill at beginning of period 4,284 4,452
Increase in consolidation goodwill — acquisitionRetech
53,545
Systems LLC
Exchange differences on translation of goodwill 171 -168
Total goodwill at end of period 58,000 4,284
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Note 14. INVESTMENTS IN SUBORDINATED UNDERTAKINGS

Investments in subsidiaries, jointly controlled unetrtakings and associates accounted for
using the equity method

Carrying % of Net
Company name VEE il she_lre % of the Meth_od Qf Assets | Liabilities | Revenue| profit/
shares as at| capital | total vote | consolidation loss
Dec 31 2014d held
LZT Elterma S.A. 7,657 100% 100%| full method | 50,529 28,090, 55,584 (2.407)
SECOWARWIC| 51 andl 1000  100%| full method | 28,800 21,489 35,070 (3,743)
K Corporation
SECOMIARAC 172 100% 100%| full method 1,452 599 506 11
K Moscow
SISCOIARIIIE 880|  50%| 5006 PrOPOMIONAll g a0l 3054l 579| (374
K Tianjin method
RETECH 0 0
Systems LLC** 50,863 100% 100%| full method | 63,931 39,724 4,302 (42)
SECO/WARWIC o o 4
K RETECH 1,751 100% 100%| full method 6,012 2,971 4,148 (30)
SECO/WARWIC o o equity
K ALLIED 10,995 50% 50% method 44,430 28,929 43,938 2594

*Discontinued operations.

**Balance-sheet data presented as at December 20%0; data from the statement of
comprehensive income presented for the period Dieeefith - December 31st 2010

Carrying

% of

Net
0,
Company name VIS i she}re oiis Methpd qf Assets | Liabilities | Revenue| profit/
shares as atl capital | total vote | consolidation loss
Dec 31 2009 held
SECO/WARWICK . .
DAL S A 7,657  100%|  100%| full method | 34,708 9,863 27.673] (2,510)
SICIOMARI S 21,806]  100%|  100%| full method | 24,50  13.476| 23,365 (4,365)
Corporation
fAECO/ LU 172|  100%|  100%| full method | 1,107 282| 1,524 627
oscow
So LRI 1,481 50% 5006| Proportional | g gaq 3836 1,810 (1,424)
Tianjin method
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RETECH 16,591  50% 50%| equity method| 35826 10738 116,929 13,603
f\fﬁggWARW'CK 10,995 50% 50%| equity method| 29,555 18,760 40,192 409

Note 15. Accounting for the acquisition of Retechy&tems LLC

Until December 9th 2010, the Group held 50% of mady shares in Retech Systems LLC. The
investment in the associate as at the date ofrabtacontrol was accounted for in the following
manner:

ltem Dec 9 2010 Dec 31 2009
Goodwill 19,320 19,320
Share of net assets as at the balance-sheet date 15,788 12,738
Exchange differences on translation of goodwill 2,380 (2,047)
Investment in associate 37,488 30,011
Acquisition cost 16,596 16,596
Share of profit of associate from acquisition date 16,097 14,692
Exchange differences on translating foreign openati 3,723 1,399
Change in net assets not related to financial resul 1,072 324
Investment in associate 37,488 33,011

On November 16th 2010, SECO/WARWICK S.A. signedratrestment agreement with James A.
Goltz concerning the acquisition by SECO/WARWICKASof a 50% equity interest in Retech
Systems LLC of Ukiah (USA) (“Retech”), as a resofitwhich the Issuer came to hold a 100%
stake in Retech. The transaction was carried ouhenfollowing manner: (i) 40% of shares in
Retech Systems LLC, with a value of USD 10,000 slamal (PLN 30,745 thousand, translated at
the applicable mid-exchange rate quoted by theoNatiBank of Poland) were contributed by
James A. Goltz to SECO/WARWICK S.A. as a non-casghtrédbution in exchange for new shares
in SECO/WARWICK S.A., (i) 10% of shares in Rete@ystems LLC were purchased by
SECO/WARWICK S.A. under a share purchase agreefoenSD 2,500 thousand (PLN 7,686
thousand, translated at the applicable mid-exchaatgequoted by the National Bank of Poland).
In connection with the non-cash contribution magleMy James A. Goltz to SECO/WARWICK
S.A., in the form of 40% of shares in Retech Systé&inC, on December 9th 2010 the Company’s
share capital was increased (issue of Series [sharhe date of share capital registration is the
date of acquisition. The issue of SECO/WARWICK SsAares addressed to Mr James A. Goltz
was effected with disapplication of the existingsholders' pre-emptive rights. The new issue
shares acquired by Mr James A. Goltz are also subpea lock-up and cannot be sold for 18
months from the date they were acquired. Purseahietinvestment agreement concluded between
James A.Goltz and the Company, an additional payroérdSD 2,500 thousand (PLN 7,686
thousand, translated at the applicable mid-exchaagequoted by the National Bank of Poland)
was made by Retech Systems LLC to Mr James A. Goltz

By acquiring full control over the company, the SE@/ARWICK Group will be able to fully
exploit Retech's experience and technology to agvétchnologically advanced products using
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plasma heat treatment. The acquisition will alsabdém the Group to better utilise the production
capacities of SECO/WARWICK Corporation, which isGEBFWARWICK S.A.'s US subsidiary.
Retech Systems LLC is one of the top three globadiycers of equipment for vacuum thermal
processing of titanium and high-quality metals (egconium, niobium, tantalum, nickel and
cobalt), with a globally recognised brand. The campwas founded in California, USA, in 1963.
Retech was spun off from Lockheed Martin. Currerithg company operates in the United States,
the European Union, and Japan, and employs 108 steluding 36 high-class engineers. At the
end of December 2010, Retech Systems LCC's ordss value was PLN 121,448 thousand, and
was considerably higher than a year earlier. Ret&ystems LCC's presence in the
SECO/WARWICK Group since 2007 has considerablyngfifeened the Group's position on the
global markets. Retech has also positively conteittuto the consolidated performance of
SECO/WARWICK. Having acquired full control over Reh, the SECO/WARWICK Group will
be able to fully exploit Retech's know-how in thecuum technology and plasma heat treatment in

further development of its products.

The fair value of net identifiable assets and liibs of Retech Systems

obtaining control was as follows:

LLC as at the date of

i Qarrying vqlgg 'Fair value qt Fhe

prior to acquisition | time of acquisition
Property, plant and equipment 1,302 6,816
Intangible assets 237 237
Prepayments and accrued income 634 634
Deferred tax assets 572 572
Cash and cash equivalents 3,819 3,819
Trade receivables 9,934 9,934
Inventories 3,221 3,221
Other assets 28,732 28,732
Trade liabilities (11,697) (11,697)
Other liabilities (7,385) (7,385)
Debt under loans (8,390) (8,390)
Deferred tax liabilities (1,536) (1,536)
Net asset value 19,443 24,958

Goodwill related to accounting for the acquisitiwas determined in the following manner:

Item Dec 9 2010
Acquisition cost 78,503
Share of net assets as at acquisition date 24,958
Goodwill as at acquisition date 53,545

Goodwill includes unidentifiable intangible asssteh as know-how, technologies, or credentials.
In the opinion of the Management Board, the assetso unique that a potential valuation would
be to a large extent discretionary and, consequewtbuld involve a risk of error (absence of
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active market for the assets). For this reasorag decided that the intangible assets would not be
measured and would be included in goodwill.

Gain on accounting for the acquisition was deteedias follows:

ltem Dec 9 2010
Fair value of shares 44,237
Gains on translation of capital 3,723
Book value of the shares as disclosed in the cmlzged financial
(37,488)
statements
Gain on accounting for obtaining control 10,472

Note 16. INVESTMENTS IN ASSOCIATES ACCOUNTED FOR U3SNG THE EQUITY
METHOD

SECO/WARWICK Allied Pvt. Ltd.

The Group holds 50% of ordinary shares in SECO/WARMVAIlied Pvt. Ltd., representing 50%
of the total vote at the General Shareholders Mgatif SECO/WARWICK Allied Pvt. Ltd., an
Indian law company. The remaining 50% of votes laekl by Messrs U. Rao, N. Rajgopal, and
V.N. Nasta.

The shares in SECO/WARWICK Allied Pvt. Ltd. weregatzed by the SECO/WARWICK Group
under the share purchase agreement of April 1.200

Item Dec 31 2010 Dec 31 2009
Current assets 32,885 25,292
Non-current assets 10,821 4,262
Current liabilities 21,997 15,295
Non-current liabilities 6,491 3,465
Share of net assets 9,440 7,032
Revenue 44,725 40,192
Net profit/(loss) 2,594 409
Share of profit of associate: 50% 50%

The Parent Undertaking does not control SECO/WARKKllied Pvt. Ltd. within the meaning of
IFRS 3 because it is not able to govern the conipdmancial and operational policies. Messrs
Jeffrey Boswell, Wojciech Modrzyk (Member of Managent Board of the Parent Undertaking)
and Piotr Walasek (Chief Financial Officer of theGR/WARWICK Group) are members of the
six-member Management Board of SECO/WARWICK Alliedt. Ltd. and do not perform any
current operational duties towards SECO/WARWICK igdl Pvt. Ltd. Given the above, and
considering the fact that SECO/WARWICK holds mdrart 20% and less than 51% of ordinary
shares and a corresponding interest in the netsasb¢he acquired company, the Management
Board of the Parent Undertaking believes that SECARWICK has “significant influence” over
the acquiree. In view of the above, the investneBECO/WARWICK Allied Pvt. Ltd. has been
accounted for using the equity method in accordaittelAS 28.

The table below presents the fair value of idemitie assets and liabilities of SECO/WARWICK
Allied Pvt. Ltd. as at the acquisition date:
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Carrying value| Fair value at
Item prior to the time of
acquisition acquisition

Property, plant and equipment 1,395 4,670
Intangible assets - -
Prepayments and accrued income - -
Deferred tax assets 5 5
Cash and cash equivalents 3,704 3,704
Trade receivables 11,171 11,171
Inventories 3,662 3,662
Other assets 2,969 2,969
Trade liabilities (14,180) (14,180)
Other liabilities (1,846) (1,846)
Debt under loans (1,911) (1,911)
Deferred tax liabilities (22) (22)
Net asset value 4,921 8,222
Parent Undertaking’s share of net assets 2,461 4,111

As at the acquisition date, the fair value of idféattle assets exceeded the book value of netsasset
by PLN 3,275 thousand, of which PLN 1,638 thousarattributable to the parent. The difference
between the book value and the fair value is dubdovaluation of property, plant and equipment
(in accordance with the Indian GAAP, items of pmpeplant and equipment are carried at
historical cost). As required under IFRS 3, theessoof the fair value of identifiable net assetsrov
the book value of net assets was taken into coraida when accounting for the acquisition and
decreased the goodwill.

The acquisition of 50% of shares in SECO/WARWICHigd Pvt. Ltd. has been accounted for as

follows:
Item Apr 1 2008

Acquisition cost 10,995
Share of net assets as at acquisition date 4,111
Goodwill as at acquisition date 6,884

ltem Dec 31 2010 | Dec 31 2009
Goodwill 7,041 7,041
Share of net assets as at the balance-sheet date 9,440 7,032
Exchange differences on translation of goodwill 1,426 684
Investment in associate 17,907 14,757
Acquisition cost 10,995 10,995
Share of profit of associate - 2008 398 398
Share of profit of associate - 2009 204 204
Share of profit of associate - 2010 1,297 -
Payment for preference shares 2,251 1,852
Exchange differences on translation of foreign apen 2,761 1,308
Investment in associate 17,907 14,757
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temporary differences arising from investmentssaogiates only to the extent it is probable that
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The Management Board of the Parent Undertakingndgeto hold the investment in

SECO/WARWICK Allied Pvt. Ltd. as a long-term investnt (currently there are no plans to sell
the shares). In view of that and in accordance WitB 12.44, no deferred tax assets were
recognised in respect of the deductible temporafferdnces arising from investments in

associates.

Note 17. INVENTORIES

Item Dec 31 201(¢ Dec 31 200¢
Materials (at cost) 16,244 12,832
Semi-finished products and work in progress 2,555 2,168
Finished products 2,353 1,084
Goods for resale 16 6
Total inventories (carrying value) 21,168 16,091
Impairment losses on inventories 1,644 1,092
Inventories, gross 22,812 17,127

CHANGES IN IMPAIRMENT LOSSES ON INVENTORIES

Semi-
finished Finished Goods
IMPAIRMENT LOSSES Materials| products roducts for Total
and work in P resale
progress
Jan 1 2009 1,136 0 170 5 1,311

Increase, including:

- impairment losses recognised in correspondence
with other operating expenses
Net exchange differences on translation of financ¢ia
statements into presentation currency
Decrease, including: 63 0 157 0 220
- impairment losses reversed in correspondence]

. > 46 157 203
with other operating income
Net exchange differences on translation of findncia 17 17
statements into presentation currency
Dec 31 2009 1,074 0 13 5 1,092
Increase, including: 367 161 37 0 565
- impairment Ioss_es recognised in correspondence 350 161 37 548
with other operating expenses
Net exchange differences on translation of findnc¢ia 17 17

statements into presentation currency
Decrease, including: 13 0 0 0 13
- impairment losses reversed in correspondence]

. o 13 13
with other operating income
Net exchange differences on translation of findnc¢ia
statements into presentation currency
Dec 31 2010 1,427 161 50 5 1,643
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Note 18. LONG-TERM CONTRACTS

Item Dec 31 2010 Dec 31 2009
Cqsts incurred unde_r construction contracts, irinlydecognised 493,699 58,151
gains (net of recognised losses)
Issued invoices (441,438) (32,845)
Excess of received advances over revenue recogmssegl the

. 20,153 3,652

percentage of completion method
Contract settlement, total 72,414 28,958
Note 19. TRADE AND OTHER RECEIVABLES

Item Dec 31 2010 Dec 31 2009
Net trade receivables 63,771 21,103
- from related undertakings 117 126
- from other undertakings 63,654 20,977
Impairment losses (positive value) 1,901 1,063
Gross trade receivables 65,671 22,166
Other receivables:
Taxes, customs duties and social security recesvabl 5,573 3,060
Other 3,380 2,783
Impairment losses (positive value)
Gross other receivables 74,624 28,009

The Group pursues a policy of selling its prodwaetd services only to customers whose reliability
it has checked. Management believes that thankBigopolicy there is no additional credit risk
beyond the level determined by the impairment l®sseognised with respect to the Company’s
uncollectible trade receivables.

As at December 31st 2010, trade receivables of RL9H00 thousand (in 2009: PLN 1,063
thousand) were classified as unrecoverable andrdiogly covered by a relevant impairment
charge.

The changes in impairment losses on receivables asfollows:

Item Dec 31 201Q Dec 31 2009
As at beginning of period 1,063 1,525
Increase 1,145 505
Use (-) (313) (953)
Unused amounts written off (-)
Discount rate adjustment (-)
Net exchgnge differences on translation of findrst@ements into 5 (14)
presentation currency

63



. /’/

7

As at end of period 1,900 1,063
Maturity structure of trade receivables (grossjras the balance-sheet date:
ltem Dec 31 2010 Dec 31 2009
up to 1 month 11,252 5,7915
more than 1 month, up to 3 months 16,383 5,832
more than 3 months, up to 6 months 10,533 7,710
more than 6 months, up to 1 year 19,200 673
more than 1 year 4,204 0
past due 2,199 1,174
Total trade receivables (gross) 63,771 21,104
Impairment losses on trade receivables 1900 1,063
Total trade receivables (net) 65,671 22,167
Trade and other receivables by currency:
Dec 31 2010 Dec 31 2009
Currenc i i i i
Y 1D LSS restated in PLN | " T restated in PLN
currency currency
PLN - 11,889 - 11,088
EUR 7,329 29,464 2,468 11,609
uUsD 10,461 31,569 1,504 4,433
GBP 247 1,133 - -
CHF - - - -
other - 535 - 879
Total 74,620 28,009
Current receivables from related undertakings:
ltem Dec 31 2010 Dec 31 2009
Trade receivables 117 126
from subsidiaries
from jointly controlled undertakings 5
from associates 117 121
from other related parties not covered by these
consolidated financial statements
Other current receivables - 17
from subsidiaries
from jointly controlled undertakings 17
from associates
from other related parties not covered by these
consolidated financial statements
Total 117 143
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Note 20. OTHER FINANCIAL ASSETS AND LIABILITIES

Loans advanced (including loans advanced to memberd the Management Board) — as at

December 31st 2010

No loans were advanced to members of the ManagdBuoamt! or the Supervisory Board in 2010.

Dec 31 2010 Dec 31 2009
Increase in loans advanced, including: 5 3
- non-current
- current 5 3
Financial assets
Dec 31 2010 Dec 31 2009
Derivative financial instruments 365 143
Financial assets at fair value through profit or Iss 365 143
- non-current
- current 365 143
Financial liabilities
ltem Dec 31 2010 Dec 31 2009
Loans 36,349 365
Other financial liabilities:
- valuation of financial instruments 21 1,772
- lease liabilities 55 98
Total financial liabilities 36,425 2,235
- non-current 8,896 44
- current 27,529 2,191
Dec 31 2010 Dec 31 2009
Assets Liabilities Assets Liabilities
Derivative financial instruments 365 21 143 1,772
Total financial assgts and liabilities at fair 365 21 143 1,772
value through profit or loss
- non-current
- current 21 1,772
Total financial assets and liabilities at fair
value through equity
- non-current
- current -17

Disclosures concerning derivative financial instrunents which meet the hedge accounting
criteria

In 2010, SECO/WARWICK S.A. hedged on average 75%soéxport cash flows denominated in
the euro and up to 90% of the cash flows denomihatg¢he US dollar and pound sterling using
currency forwards. The purpose was to ensure beabtidgeted exchange rates for contracts are
met. Any changes in the value of the EUR- or USDeaeinated cash flows are offset by changes
in the fair value of the hedging instrument. Hedgeounting is applied if all the criteria provided
for in paragraph 88 of IAS 39 are met. Any negatbadance-sheet valuation of derivative
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instruments is recognised directly in equity. tfansaction which has been hedged with a currency
forward affects the income statement, any negatalaation previously recognised in equity is
reclassified to the income statement. Fair valueusfency forward contracts was determined by

the bank which is party to the transaction.

The table below presents details of each hedgiatjorship as at December 31st 2010.

|

Notional il Eair val Amou'nt d Amount
oecn | Nomina |OIoT8 anontof] Caruate || recoised e
2010 contract instrurpent (EUR instrument or loss (PLN cash flow
000) (PLN000) | (PLN '000)
000)

1 5,500 850 44 43 1 May 27 2011
2 2,983 670 41 33 8 Feb 25 2011
3 1,395 320 Mar 30 2011
4 369 200 5 5 Jan 31 201

5 1,325 850 14 11 3 May 31 2011
6 360 250 -6 -4 -2 May 2 2011
7 685 480 -13 -6 -7 May 31 2011
8 396 280 -7 -3 -4 May 31 2011
9 550 290 -8 -6 -2 Apr 29 2011
10 392 150 -4 -4 Mar 31 2011
11 777 380 -10 -8 -2 Feb 28 2011
12 364 200 -4 -3 -1 Jan 31 201

13 613 450 -13 -11 -2 Sep 9 2011
14 701 490 -12 -5 -7 May 30 2011
15 311 218 2 1 1 Jun 30 2011
16 450 315 -2 -1 -1 May 31 2011
17 1,039 730 -31 -1 -30 Feb 29 2012
18 615 430 -19 -19 Jul 28 2011
19 120 84 -4 -1 -3 Jun 30 2011
20 120 84 -4 -4 Sep 30 201

21 165 100 -4 -4 Feb 28 2011
22 545 380 13 13 Oct 28 2011
23 330 230 12 12 Aug 31 2011
24 214 140 5 5 Aug 31 2011
25 166 82 Jul 28 2011
26 84 42 Aug 31 2011
27 3,284 300 23 23 Mar 16 2011
28 1,830 600 46 40 6 Mar 16 2011

TOTAL 25,683 9,595 71 109 -38
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Nominal AT Amount
Notional amount of| Fair value | recognised .
Dec 31 ST hedging of hedging | in profit r(_acognl_sed Date of
contract | . . in equity expected
2010 (USD instrument (USD | instrument or loss (PLN cash flow
000) ‘000) (PLN ‘000) (PLN 000)
‘000)
1 652 400 -44 -44 Mar 29 2011
2 248 190 -6 -6 Mar 29 2011
3 580 435 -3 -2 -1 Jan 31 2011
4 1,246 340 -4 -1 -3 Dec 30 2011
5 1,477, 405 -5 -1 -4 Dec 30 2011
6 1,700, 465 -6 -5 -1 Dec 30 2011
7 695 190 -2 -2 Dec 30 2011
8 100 70 -7 -6 -1 Feb 28 2011
9 574 400 40 3 37| Aug 31 2011
10 813 570 -6 -6 Nov 30 2011
TOTAL 8,085 3,465 -43 -64 21
. Amount
Nominal . : . Amount
amount of Notional amount of| Fair val_ue recogm_sed recognised Date of
Dec 31 - hedging of hedging | in profit T —
2010 instrument (GBP | instrument or loss quity P
(GBP 000) (PLN ‘000) (PLN (PLN cash flow
‘000) ) ‘000)
000)
1 405 165 -36 -35 -1]  May 27 2011
405 165 -36 -35 -1

Disclosures concerning derivative financial instrunents which do not meet hedge accounting
criteria

On February 26th 2010, the Company and BRE Bank &xAcuted zero-cost collars conferring
the right to sell the euro at the EUR/PLN excharage not lower than 3.96 and not higher than
4.23. As at December 31st 2010, the Company waerutiee obligation to sell EUR 3,150
thousand. The purpose of entering into forward daations was to ensure that the budgeted
exchange rate for the contract is met. As at thanioa-sheet date, the fair value of the financial
instrument was PLN 36 thousand.

On February 5th 2010, SECO/WARWICK THERMAL S.A. er®d into the following currency
options with BZ WBK S.A. of Wroctaw as part of araecost collar strategy comprising:

- purchased PUT option of EUR 6Q@fousand with the exercise price of EUR/PLN 4.0000,
maturing on February 25th 2011,

- sold CALL option of EUR 60housandwith the exercise price of EUR/PLN 4.3400, maturamg
February 25th 2011,

- purchased PUT option of EUR 8B6usand with the exercise price of EUR/PLN 4.0000,
maturing on November 25th 2011;

- sold CALL option of EUR 80@housandwith the exercise price of EUR/PLN 4.3400, maturimg
November 25th 2011;

- purchased PUT option of EUR 8QBousand with the exercise price of EUR/PLN 4.0000,
maturing on December 14th 2011;
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- sold CALL option of EUR 80Bousand with the exercise price of EUR/PLN 4.3400, matgron
December 14th 2011;

On June 4th 2010, SECO/WARWICK THERMAL S.A. enteratlo the following currency
options with BZ WBK S.A. of Wroctaw as part of araecost collar strategy comprising:

- purchased PUT option of EUR 1,1R&usand with the exercise price of EUR/PLN 4.000,
maturing on March 31st 2011,

- sold CALL option of EUR 1,12Bousand with the exercise price of EUR/PLN 4.3840, matgri
on March 31st 2011;

- purchased PUT option of EUR 1,0@fbusandwith the exercise price of EUR/PLN 4.0000,
maturing on August 31st 2011;

- sold CALL option of EUR 1,00€housandwith the exercise price of EUR/PLN 4.4660, matgri
on August 31st 2011;

On November 29th 2010, SECO/WARWICK THERMAL S.Atemrd into the following currency
options with BZ WBK S.A. of Wroctaw as part of ar@aecost collar strategy comprising:

- purchased PUT option of EUR 35Bousand,with the exercise price of EUR/PLN 3.9700,
maturing on January 31st 2011;

- sold CALL option of EUR 35€housandwith the exercise price of EUR/PLN 4.0580, maturamy
January 31st 2011,

- purchased PUT option of EUR 4QBousand,with the exercise price of EUR/PLN 3.9700,
maturing on June 30th 2011;

- sold CALL option of EUR 40housandwith the exercise price of EUR/PLN 4.0580, maturamy
June 30th 2011,

- purchased PUT option of EUR 2Q@Bousand,with the exercise price of EUR/PLN 3.9700,
maturing on August 31st 2011,

- sold CALL option of EUR 20housandwith the exercise price of EUR/PLN 4.0580, matgron
August 31st 2011;

As at the balance-sheet date, the fair value ofitlamcial instrument was PLN 318ousand
The fair value was determined by the bank which paasy to the transaction.

The total value of executed currency options is E3JR/5thousandor PLN 21,535, translated at
the mid exchange rate quoted by the National Bafotand as at the transaction date).

The purpose of entering into the currency optioas W ensure that the budgeted exchange rate for
signed contracts was met.

Disclosures concerning expected cash flows and maties of currency forward contracts (FX

forwards)
Dec 31 2010 Total notional amount of Cash flow
FX forwards (EUR ‘000) signed contracts (EUR ‘000)
January 2011 750 1,804
February 2011 1,750 1,817
March 2011 2,495 1,381
April 2011 290 4,557
May 2011 3,515 1,536
June 2011 702 2,483
July 2011 512 682
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August 2010 1,642 3,057
September 2011 534 2,169
October 2011 380 1,761
November 2011 800, 0
December 2011 800, 401
January 2012
February 2012 730 314
TOTAL (EUR) 13,300 21,962
e AL ALY l(;:?gpvsgfdnsal(jsmglfgég)f signed cc?na;f:c{?\évUSD ‘000)
January 2011 435 1,165
February 2011 70 54
March 2011 590 1,105
April 2011 1,263
May 2011 533
June 2011 172
July 2011 118
August 2011 400 1,579
September 2011 125
October 2011 244
November 2011 570 0
December 2011 1,400 81
TOTAL (USD) 3,465 6,438
Dec 31 2010 lc;?épvsgfdnsaégglg lfgég)f signed cc?na;f:c?sc}\(NGBP '000)
May 2011 165
TOTAL (GBP) 165 0

Note 21. PREPAYMENTS AND ACCRUED INCOME

Item Dec 31 201( Dec 31 2009
Insurance policies 594 512
Subscriptions 6 8
VAT to be settled in the following period 642 819
Other 717 401
Total current prepayments and accrued income 1,959 1,740
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Note 22. CASH AND CASH EQUIVALENTS
Dec 31
Item 31.12.2010 2009
Cash at banks and cash in hand 14,002 25,254
Short-term deposits
Other cash equivalents 487
Total cash and cash equivalents 14,489 25,254
CASH AND CASH EQUIVALENTS (BY CURRENCY):
Dec 31 2010 Dec 31 2009
Currency in foreign | restated in| in foreign | restated in
currency PLN currency PLN
PLN 570 13,958
EUR 767 3,034 853 3,808
uUsD 2317 6,870 2,194 6,254
GBP 5 22 7 34
other 3,992 1,200
Total 14,489 25,254

Note 23. SHARE CAPITAL AND STATUTORY RESERVE FUNDS/CAPITAL RESERVES

Share capital

Item Dec 31 2010 Dec 31 2009
Number of shares 10,476,21¢ 9,572,003
Par value of shares 0.2 0.2
Share capital 2,095, 1,914,
Share capital restated using a hyperinflation index
(IAS 19) 1,557 1,557
Share capital at end of period 3,652 3,471
Share capital structure:
Type of Type of
preference limitation Number of
Shareholder attached to on rights shares
shares to shares

SW Poland Holding B.V. (Netherlands) None - 4,108)5
Spruce Holding Limited Liability Company None i 1.726.17h
(USA)

James A. Goltz None - 904,2p7
ING NN OFE None - 600,000
OFE Polsat S.A. None - 485,974
Other None - 2,640,347
TOTAL 10,476,210
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T Jan 1-Dec | Jan 1-Dec
312010 31 2009
Share capital at beginning of period 1,914 1,914
Share capital increases during the period
Share capital increase 181
Share capital restated using a hyperinflation indé&s 19) 1,557 1,557
Share capital reductions during the period
Share capital at end of period 3,652 3,471
Other capitals
Item Statutory reserve fund Other capitals

Balance at at Dec 31 2008 135,792
Increase 8,040 2
Profit distributions 8,040
Capital reserve from revaluation of hedging
derivatives
Valuation of management stock options 2
Decrease - -
Balance at at Dec 31 2009 143,833 2
Increase 31,928 33
Profit distributions 5,804
Capital reserve from revaluation of hedging
derivatives
Share capital increase - share premium accpunt 26,124
Valuation of management stock options 33
Decrease 2,918
Loss allocation 2,918
Balance as at Dec 31 2010 172,843 35

Note 24. RETAINED EARNINGS (DEFICIT)

Retained earnings (deficit) do not include nonibstable amounts (amounts that are not available

for distribution as dividends):

ltem Dec 31 2010 Dec 31 2009
Non distributable amounts included in retained earmgs 31,477 18,600
Current period net profit (loss) 15,165 (960)
Foreign exchange differences 1,155 1,072
Revaluation reserve 17)
Profit (loss) brought forward 15,170 18,488
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Note 25. FINANCIAL LIABILITIES
Iltem Dec 31 2010 Dec 31 2009
Bank loans 36,350 365
Other loans ,
Other financial liabilities:
- finance lease liabilities 497 542
- valuation of financial instruments 22 1,772
Total financial liabilities 36,869 2,679
- non-current 9,059 234
- current 27,810 2,445
Loans and borrowings:
Amount .
Lender of liability Nominal interest rate Company
LOANS
Dec 31 2010
CITI BANK 563| USD 1M LIBOR + 1.6 % SECO/WARWICK S.A.
BZ WBK 3,929 PLN 1M WIBOR +1.1 % SECO/WARWICK S.A.
BRE BANK 1,349 PLN WIBOR O/N +1.59 SECO/WARWICK S.A.
BRE BANK S.A.
Zielona Goéra
Branch, investment 7,410 1M LIBOR SECO/WARWICK S.A.
loan
BZ WBK 1,070 1M WIBOR +1.1% SECO/WARWICK ThermAL S.A.
BRE BANK 1,280 WIBOR O/N 1.5% SECO/WARWICK ThermAL S.A.
East West Bank 16,377 5% Retech Systems LLC
East West Bank 1,408 5% Retech Systems LLC
James Golz 2,964 3,25% Retech Systems LLC
Total loans 36,350 X X
Dec 31 2009

BRE BANK 156 4,92% LZT ELTERMA
China Commercial SECO/

209 4,88% WARWICK
Bank o

Tianjin

Total loans 365 X X
Loans by maturity:

Iltem Dec 31 2010| Dec 31 2009
Current loans and borrowings 27,457 365
Non-current loans and borrowings 5,928
- repayable more than 1 year, up to 3 years 2,964
- repayable in more than 3 years, up to 5 years
Total loans and borrowings 36,350 365
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Lender Overdraft Bank Loan/facility amount as per Interest Repayment Security
facility loan agreement date
BRE BANK S.A 7,410 Loan agreement No. USD 1M LIBOR + | Dec 31 2015 | Ordinary mortgage for USD 2,500
Zielona Gc')ra. : 29/058/10/D/IN for a _ 1.55% tho.u_sand
Branch USD 2,500 thousand investment Ce|I|ng mortgage for USD 250 thousan
loan Submission to enforcement for up to
USD 2,750 thousand
General cooperation agreement Jun 30 2011 Blank promissory note with a
No. 29/019/03/2/PX, Annex 9 gf promissory note declaration, powers of
July 12th 2010 attorney to SWSA's bank accounts held
for PLN 18,000 thousand with BH, BZWBK, uncertified
assignment of claims in the event that
total debt under the FBD credit facility
exceeds PLN 5m, maximum PLN 22m
submission to voluntary enforcement for
up to PLN 27m
1,349 Agreement No. PLN WIBOR Jun 30 2011
29/020/03/z2/vV, Annex 9 of O/N + 1.50%
July 12th 2010; overdraft facility
of up to PLN 3,000 thousand; 0.135% av, 1.62 pa
guarantee facility of up to change in guarantee
PLN 15,000 thousand PLN 500 thousand
1,280 Agreement No. 29/003/06/2/PX WIBOR O/N 1.5% Jun 30 2011 Blank promissory noteus@g payment
for an overdraft facility; sublimit of liabilities in the event of default unde
of PLN 2,500 thousand liabilities towards the Bank
Agreement No. 29/003/06/2/PX WIBOR O/N 1.5% Jun 30 2011 Blank promissory noteus@g payment
for bank guarantees of up to of liabilities in the event of default under
PLN 7,500 thousand liabilities towards the Bank
CITI BANK 563 Agreement No. BDK/KR- USD 1M LIBOR + | May 5 2011 Submission to enforcement for up to

RB/000009908/0181/10 of May
6th 2010 for an overdraft facility
of USD 600 thousand,;

Annex 1 of December 2nd 2010

1.6 %

USD 360 thousand

73



HEAT TREATMENT EQUIPMENT //

Framework agreement No. 0.15% a.v., 1.8 pa | Nov 30 2011 | Submission to enforcement for up| to
BDK/URT/0000099098/0056/09 for each commenceg PLN 10.8m
of December 3rd 2009 on a month of the Undertaking to make an uncertified
PLN 9,000 thousand revolving | agreement validity — assignment of claims under contract if
guarantee facility; payable in advance the amount used under the facility
Annex 2 of December 2nd 2010 exceeds PLN 5m
BZ WBK SA 3,929 Overdraft facility agreement No.PLN 1M WIBOR May 31 2010 | Submission to enforcement for up to
' KR K0007042; +1.1 % PLN 10,000 thousand
PLN 5,000 thousand, then up
until
October 30th 2011: PLN 2,500
thousand
1,070 Agreement No. KO0O07028 on ariM WIBOR +1.1% | Aug 31 2011| Blank promissory notewség claims
overdraft facility of up to in the maximum amount equivalent to
PLN 2,500 thousand the amount of overdue debt towards the
Bank together with interest accrued and
other costs as at the date of presenting
the promissory note for payment, that is
up to PLN 5,000 thousand
Agreement No. K0O006975 on a 1M WIBOR + 1.1% Irrevocable powers of attorney fionds
guarantee facility of up to deposited in all of the Company's
PLN 13,900 thousand existing and future bank accounts held
with BZ WBK S.A.
East West Bank 16,377 Agreement No. 3001971 on a| 5% Apr 30 2011 Mortgage + Management Board's
credit facility of USD 12,000 guarantee
thousand
1,408 Agreement No. 87813163 on a 5% Mar 31 2011 | Mortgage + guarantee issued by afs1o
USD 3,000 thousand credit company
facility
HSBC BANK Agreement No. 167/2009 of 0.15% a.v.; 1.8 pa, | Dec 31 2010 | Submission to enforcement for up to
January 5th 2010 on a guaranteeninimum of PLN 5,100 thousand, valid until
facility of PLN 3,400 thousand | PLN 400 thousand December 31st 2014, promissory note
powers of attorney for the bank
Total 25,976 7,410
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Non-current and current loans and borrowings as aDecember 31st 2010

=

=

Name and registered office Outstanding
9 i amount Repayment date Security
of lender
PLN | Currency
Current
CITI BANK 563 190 Mav 5 2011 Submission to enforcement fg
y up to EUR 360,000

Submission to enforcement fa

BZ WBK 3,929 Oct 30 2011 up to PLN 10,000,000

BRE BANK 1,349 Jun 30 2011Blank promissory note

BZ WBK 1,070 Aug 31 2011 Blank promissory note

BRE BANK 1,280 Jun 30 2011 Blank promissory note

East West Bank 16,317 5,525 Apr 30 2011 Mortgage  +  Manageme
Board's guarantee

East West Bank 1,408 475 Mar 31 2011 Mortgage + guarantee issy
by a Group company

Non-current

Ordinary mortgage for USD

BRE BANK S.A. Zielona ési(ljig'ognoort age for USD

Gora Branch, investment 7,410 2,500 Dec 31 2015 250 ogo 9ag

loan Submission to for up to USD
2,750,000

James Golz 2,964 1,000 Jan 31 2013Shareholder's guarantee

Non-current and current loans and borrowings &eaember 31st 2009

: : Outstanding
Name and registered office amount Repayment date Security
of lender
PLN Currency
Current
BRE BANK 156 Jun 30 201( Blank promissory note
China Commercial Bank 208 500 CNY Jan 13 2010 None
Total 365 X X
Loans and borrowings by currency:
Dec 31 2010 Dec 31 2009
Currency in\f/grlgie n Value in\f/grlgie n Value
9 in PLN 9 in PLN
currency currency
PLN 7,628 156
EUR
USD 9,690 28,159
GBP
CNY 500 209
Total loans and borrowings X 35,787 X 365

75



HEAT TREATMENT EQUIPMENT

Note 26. LEASES

Operating lease
Liabilities under operating leases — the Group @ssee:

Item Dec 31 2010 Dec 31 2009
Lease payments made 71
Outstanding balance:
Upto 1 year 57 66
From 1 year to 5 years 37 99
Over 5 years
Total 94 165

In 2010 and 2009, operating lease agreements @\ the lease of office equipment used by
SECO/WARWICK Corporation.

Finance leases

As at December 31st 2010 and December 31st 208l8ijities under finance leases and lease
agreements with a purchase option were as follows:

Dec 31 2010 Dec 31 2009
- Present - Present
Minimum Minimum
value of value of
lease lease
avments the lease avments the lease
pay payments pay payments
Up to 1 year 365 331 344 308
From 1 year to 5 years 178 167 250 234
Over 5 years
Total minimum lease payments 544 499 594 542
Finance expenses 42 X 52 X
Presept value of minimum lease payments, 502 499 542 542
including:
current 331 331 308 308
non-current 167 167 234 234

Finance lease agreements as at December 31st 2010:

Liabilities
: . i End of "
Financing Agreement No Initial Currency agreement outstanding as at
party 9 : value the end of
term . :
reporting period
IKB Leasing | 1003402 343 PLN| Aug 132011 119
BRE Leasing| ELTERMA/PO57183/208 32 PLN| Dec 15 201(
BRE Leasing| ELTERMA/P0O58082/2008 D5 PLN| Jan 112011 4
BRE Leasing| ELTERMA/PO/58402/2008 59 PLN| Jan 152011
BRE Leasing ELTERMA/PO/59322/200§£ 56 PLN| Feb 112011 4
WBK Leasing| ZD2/00002/2009 a4y PLN| Jan 202012 17
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WBK Leasing| ZD2/00001/2009 42 PLN| Jan 20 2012 15
Volkswagen |4810073-1209-02185
Leasing 64 PLN| Apr 112012 28
BRE Leasing| ELTERMA/P0O/10566/201( 59 PLN| Dec 16 2017 44
BRE Leasing| ELTERMA/P0O107533/2010 104 PLN| Feb 212013 72
BRE Leasing| ELTERMA/P0O/112021/2010 54 PLN Jul 30 2013 42
BRE Leasing| ELTERMA/P0O112022/2010 63 PLN| Aug 20 2013 50
BRE Leasing | ELTERMA/P0O/112023/2010 58 PLN Jul 30 2013 45
BRE Leasing| PO/77517/2009 140 PLN| Jan 132012 55
Total X 1,286 X X 498
Finance lease agreements as at December 31st 2009:
Liabilities
: . o End of :
Financing T S TN Initial Currency agreement outstanding as
party 9 : value at the end of
term . )
reporting period
IKB Leasing | 0001261/OP 211 PLN| Nov 10 2010 26
IKB Leasing | 0001100/0OP 139 PLN| Oct 11 201( 18
WBK ZD2/00040/2007 41 PLN| Jun 15 201( 7
Leasing
IKB Leasing | 1003402 343 PLN| Nov 8 2011 179
ohe ELTERMA/PO/57183/2008 8p PLN | Dec 15 201 27
easing
BRE. ELTERMA/PO/58082/2008 95 PLN| Nov 12011 34
Leasing
BRE. ELTERMA/PO/58402/2008 50 PLN| Jan 15 2011 22
Leasing
BRE. ELTERMA/PQO/59322/2008, 66 PLN| Nov 2 2011 26
Leasing
WBK
. ZD2/00001/2009 42 PLN| Jan 20 2012 27
Leasing
WBK
. ZD2/00002/2009 4y PLN| Jan 20 2012 31
Leasing
Volkswagen
Leasing 4810073-1209-02185 64 PLN| Apr 11 2012 47
Polska
BRE
. PO/77517/2009 140 PLN| Jan 13 2012 98
Leasing
Total X 1,329 X X 542
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Note 27. TRADE PAYABLES AND OTHER LIABILITIES

Item Dec 31 2010 Dec 31 2009
current 31,518 16,606
non-current 406
Total 31,518 17,012
CURRENT TRADE PAYABLES AND OTHER LIABILITIES
Item Dec 31 2010 Dec 31 2009
Trade payables
To related undertakings 212
To other undertakings 24,309 10,907
Total 24,309 11,118
Taxes, customs duties, social security and othenge's 2 824 2 348
payable
Salaries and wages payable 3,063 1,809
Other liabilities 1,322 1,331
Total other liabilities 7,209 5,488
Total trade payables and other liabilities 31,518 16,606
Current liabilities by currency
Dec 31 2010 Dec 31 2009
S 1 (T restated in PLN | " BIFEE]R restated in PLN
currency currency
PLN 13226 5,594
EUR 1,849 7,312 1,070 4,344
usD 2,540 7,529 1,287 3,668
GBP 125 573 14 66
INR 19,562 1,142
other 2,879 1,792
Total 31,519 X 16,606
Trade payables by delinquency period:
Past due but recoverable
Total | Not past due
< 30 days 30 — 60 day¢ 60 — 90 dayy 90 — 180 dayj >180 days
Dec 31 2009 11,118 11,118
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Dec 31 2010| 24,309 24,309

Other current liabilities by delinquency period:

Total| Not past due Past due but recoverable
< 30 days 30 — 60 day§ 60 — 90 dayy 90 — 180 dayj >180 days
Dec 31 2009 | 5,488 5,488
Dec 31 2010| 7,209 7,209
Non-current liabilities
Item Dec 31 2010 Dec 31 2009
To related undertakings 406
To other undertakings
TOTAL 406

As at December 31st 2010, SECO/WARWICK S.A. hadentrinvestment commitments towards
SECO/WARWICK ALLIED Pvt. LTD in the amount of PLN99 thousand. The commitments

arose under the share purchase agreement concehaires in the company.

Contingent liabilities

Contingent liabilities under guarantees and swsetie

Surety

Dec 31 2010 Bank name resi,rr])ect Currency Dzeoclgl ?I;)/IE)Nl;ﬂT Company name
of

Guarantee 1 BRE PBG PLN 35 35
Guarantee 2 BRE PBG | EUR 200 792 "
Guarantee 3 BRE PBG | EUR 184 729 O
Guarantee 4 BRE PBG EUR 140 554 g
Guarantee 5 BRE PBG EUR 174 687 jé
Guarantee 6 BRE PBG EUR 12 46 ;7
Guarantee 7 BRE PBG EUR 159 628 -;Q
Guarantee 8 BRE APG EUR 13% 533 .
Guarantee 9 HSBC PBG PLN 850 850
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Guarantee 10 BRE APG EUR 233 924
Guarantee 11 BRE APG PLN 803 803
Guarantee 12 BRE BB EUR 54 214
Guarantee 13 BRE APG | PLN 785 785
Guarantee 14 BRE APG | EUR 233 924
Guarantee 15 BRE BB uUsSD 26 77
Guarantee 16 BH APG | EUR 719 2848
Guarantee 1f/ BRE PGB EUR 137 542
Guarantee 18 BRE APG | USD 510 1,512
Guarantee 1D BRE APG EUR 83 328
Guarantee 20 BRE APG EUR 42 166
Guarantee 211 BZ WBK APG EUR 6472 2,535
Guarantee 22 BZ WBK APG PLN 1,000 1,000
Guarantee 23 BZ WBK APG PLN 3,004 3,006
LZT ELTERMA
Guarantee 24 BZ WBK PBG PLN 859 859
Guarantee 2b BRE APG EUR 373 1,475
Guarantee 26 BRE APG EUR 48 190
SECO/
Guarantee 211 WARWICK
HUNTINGTON PBG usD 320 108 Corp.
Guarantee 22 past wesT BANK | PBG | USD 221 77
Guarantee 28 ¢ asT WwEST BANK | PBG | USD 41§ 141
Guarantee 24 st wesT BANK | PBG | USD 1,002 338
Guarantee 2b AsT WEST BANK | PBG | USD 234 81| Retech Systems
Guarantee 26 pasT WEST BANK | PBG | USD 1,089 367
Guarantee 2 easT WEST BANK | PBG | USD 34 11
Guarantee 28 g AsT WEST BANK | PBG | USD 34 11
24,176
Surety
Dec 31 2009 Bank name resirr])ect Currency Dzeocogl '?'I\DAI?Nl;ﬂT Company name
of
Guarantee 1 BRE PBG PLN 35 35
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Guarantee 2 BH CRB usD 300 855

Guarantee 3 BRE PBG EUR 65 267

Guarantee 4 BRE APG EUR 409 1,679

Guarantee 5 BRE PBG EUR 200 822

Guarantee 6 BRE APG EUR 809 3,322

Guarantee 7 BRE APG PLN 268 268

Guarantee 8 BRE PBG EUR 184 757

Guarantee 9 BRE PBG EUR 140 575

Guarantee 1D BRE APG PLN 610 610

Guarantee 11 BRE PBG EUR 174 713

Guarantee 1P BRE APG EUR 144 592

Guarantee 18 BRE PBG EUR 12 48

Guarantee 14 BRE APG EUR 409 1,679

Guarantee 15 BRE PBG EUR 159 651

Guarantee 16 BRE PBG EUR 117 479

Guarantee 1} BRE PBG PLN 766 766

Guarantee 18 BRE PBG EUR 41 169

Guarantee 19 BRE PBG EUR 23 94 |LZT ELTERMA
Guarantee 20 BRE APG EUR 647 2,658

Guarantee 211 BRE PBG EUR 172 707

Guarantee 22 HUNTINGTON PBG usD 313 892 SECO/
Guarantee 23 HUNTINGTON PBG usD 202 576 WARWICK
Guarantee 24 HUNTINGTON | PBG | USD 38 108 Corp.
TOTAL 19,320

** The guarantees were translated at the mid-exgharates quoted by the National Bank of
Poland for December 31st 2009.

APG~> advance payment guarantee
BB-> bid bond guarantee

CRG~> credit repayment guarantee
PBG - performance bond guarantee
SBLC-> stand-by letter of credit
WAD - bid bond guarantee

CRB-> credit repayment bond

SURETIES ISSUED BY SECO/WARWICK S.A.

Company name | Bank name Surety in respect of Currency Dzeoclgl A'\(/ISLUN';IT
LZT ELTERMA BZ WBK Guarantee facility PLN 2,500 26

S/W ALLIED Puvt. Ltd. Guarantee and credit facility INR 147,500 9,949
RETECH Systems Credit guarantee usD 1,900 2,964
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RETECH Systems Guarantee and credit fagilitydSD 15,000 44,462
TOTAL 59,875

On June 17th 2010, the Management Board of SECO/WKK S.A. held a meeting to decide
whether to issue a credit facility surety for SEG@ARWICK Allied Pvt. Ltd. of Mumbai.
SECO/WARWICK Pvt. Ltd. is an associate in which SH&ARWICK S.A. holds a 50%
interest. Under Indian law, credit facilities cadted by companies must be guaranteed by the
shareholders.

The Company’s Management Board decided to issueetysof INR 147,500 thousand.

The surety has the form of a guarantee letter dsurethe benefit of the Union Bank of India.

On March 18th 2010, SECO/WARWICK S.A. issued a suof up to PLN 2,500 thousand with
respect to amounts due from LZT ELTERMA to Bank ®BK S.A. under loans.

On November 17th 2010, SECO/WARWICK.S.A. provideddmnification against any claims
under guarantees issued to James A. Goltz in oelat a credit facility provided to RETECH
Systems by East West Bank.

On December 31st 2010, James A. Golz advancedteciR&ystems LLC a loan of USD 1,000
thousand. Repayment of the loan is guaranteed BOPEARWICK S.A.

Social assets and liabilities of the Company SociBenefits Fund (Polish companies)

The Act on Company Social Benefits Fund of Mardh #9894 (as amended) stipulates that
an employer should set up a Company Social BenEfited if it has more than 20 full-time
employees. The Company has set up such a Fund akesmeriodic contributions to the Fund in
the amount of the basic contribution / contributimreed upon with the trade unions. Additionally,
the Fund holds property, plant and equipment. TiredFs used to subsidise the Company’s social
activity, loans advanced to the employees and atbeial expenses.

The Group set off the Fund’'s assets against ikslitias towards the Fund, as the Fund’s
assets do not represent a separate asset category.

The table below presents analytic data on the FRuasets, liabilities and expenses, as well as the
net balance of the Fund.

Item Dec 31 201Q Dec 31 2009
Total tangible assets contributed to the Fund
Loans advanced to employees 113 76
Cash 326 309
Liabilities to the Fund 76 60
Net balance 334 322
Contributions to the Fund during financial period 00% 489

Investment commitments

As at December 31st 2010, the Group had capitahdoments of PLN 80 thousand (in 2009: PLN
52 thousand) for expenditures related to acqursibibproperty, plant and equipment. The amount
will be used to purchase new machines and equipment
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Note 28. PROVISIONS
EMPLOYEE BENEFITS
Retirement benefits and other post-employment benigé

Retiring employees of the Polish companies of theu@ received retirement severance pays in
amounts established pursuant to the Polish LabodeCTherefore, based on a valuation prepared
by a qualified actuary, the Group creates a prowmidior the present value of the retirement
severance pay obligations. The table below providiEsmation on the amount of the provision
and a reconciliation presenting changes in theigiav during the financial period.

Provision for retirement severance pays and similabenefits

NON-CURRENT PROVISION FOR Jan 1— Jan 1—
EE;ISREMENT BENEFITS AND SEVERANCE Dec 31 2010 Dec 31 2009
as at beginning of period 147 139
increase 238 77
- provisions of acquired undertakings
- provision created 238 77
use (77)
release (70) (69)
as at end of period 238 147

The table below presents key assumptions adoptdtiebpctuary as at the balance sheet date to
calculate the amount of the obligations.

ltem Dec 31 2010 Dec 31 2009
Discount rate (%) 6.0 6.0 — 6.2C
Expected inflation rate (%) 25 3.00
Employee turnover ratio (%)
Expected rate of growth of salaries and wages (%) .00 5.00
CHANGE IN CURRENT PROVISION FOR Jan 1-Dec 31
RETIREMENT AND SIMILAR BENEFITS Jan 1-Dec 31 2010 2009
(BY CATEGORY)
1. Provision for unused holidays
a) as at beginning of period 624 806
b) increase 791 439
- provisions of acquired undertakings
- provision created 791 439
C) use 185
d) release 446 613
e) currency translation differences -8
f) as at end of period 784 624
2. Provision for bonuses
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a) as at beginning of period 250
b) increase 1,919 250
- provisions of acquired undertakings
- provision created 1,919 250
C) use 250
d) release
e) currency translation differences 6
f) as at end of period 1,919 250
3. Provision for retirement severance pays
a) as at beginning of period 98 110
b) increase 869 98
- provisions of acquired undertakings 775
- provision created 74 98
C) use 39 8
d) release 59 102
e) currency translation differences
f) as at end of period 869 98
RETIREMENT BENEFIT PLANS (SECO/WARWICK CORP.)
Item 2010 2009
Change in plan liability
Liability at beginning of period 9,625 8,915
Service cost 0 0
Interest expense 538 541
Actuarial gain/(loss) 829 282
Contributions paid -556 -482
Liability at end of period 10,436 9,255
Change in plan assets
Fair value of plan assets at beginning of period 6,874 5,529
Actual return on plan assets 659 880
Contributions paid in 711 684
Contributions paid out (556) (482)
Fair value of plan assets at end of period 7,689 6,610
Net value of plan liability in balance sheet
Liability at end of period 10,436 9,255
Fair value of plan assets at end of period 7,689 6,610
Liability at end of period (2,747) (2,645)
Unrecognised actuarial gains/(losses) 4,112 3,724
Unrecognised past service cost 94 117
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Costs recognised in income statement
Service cost 0 0
Interest expense 552 593
Expected return on plan assets (542) (462)
Actuarial gain/(loss) on plan assets 470 488
Recognised past service costs 32 33
Costs recognised in income statement 512 651
OTHER PROVISIONS
Provision for Provision O_th_er
ltem warranty for Ot_hgr provisions -\ - .,
repairs and penalty provisions contingent
returns liability
As at Dec 31 2008 4,198 - 994 -1 5,192
Acquisition of subsidiary
Provisions created during financial 2,250 432 387 3,069
Provisions used (4,308) (988) (5,213)
Provisions released (78)
Foreign exchange differences 105 (5) 100
Discount rate adjustment
As at Dec 31 2009 2,250 432 388 3,070
Acquisition of subsidiary
Provisions created during financial 2,683 250 934 3,867
Provisions used (1,442) (202) (1,644)
Provisions released (336) (432) (154) (922)
Foreign exchange differences 28 2 30
Discount rate adjustment
As at Dec 31 2010 3,183 250 968 4,401
Note 29. DEFERRED INCOME
Item Dec 31 2010| Dec 31 2009

- subsidies for partial financing of tangible asset 1 3
Ezlljjt();ltcijcl)?]s from the Polish Ministry of Science &figher 4.425 2.181
- long-term contracts 31,306 6,057
Total deferred income, including: 35732 8,241
non-current 4,425 2,181
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| current | 31,307 6,060

Note 30. EXPLANATORY INFORMATION TO THE STATEMENT O F CASH FLOWS

Item Dec 31 2010| Dec 31 2009
Cash in the balance-sheet 14,489 25,254
exchange differences on balance-sheet valuation 457 (168)
monetary assets classified as cash equivalentedqurposes of
the statement of cash flows
Total cash and cash equivalents disclosed in theaggment of
e g 14,946 25,086
ltem Dec 31 2010| Dec 31 2009
Depreciation and amortisation 5,161 4,950
amortisation of intangible assets 852 798
depreciation of property, plant and equipment 41296 4,139
depreciation of investment property 13 13
foreign exchange differences
Change in provisions results from the following itens: 2,224 (2,883)
balance-sheet change in provisions 4,454 (3,545)
Value as at the date of acquisition of RETECH SYRIBE (1,776)
elimination of change in deferred tax liabilities (324) 614
foreign exchange differences (130) 48
Change in inventories results from the following i€ms: (2,307) 3,950
balance-sheet change in inventories (2,472) 4,006
discontinued operations (408)
value as at the date of acquisition of RETECH SYMBE 475
foreign exchange differences 98 (55)
Change in receivables results from the following @&ms: (37,926) 44,322
balance-sheet change in current receivables (2y,406 44,600
discontinued operations (227)
value as at the date of acquisition of RETECH SY®BE (9,770)
elimination of income tax receivable (504) (577)
foreign exchange differences (29) 299
change in receivables related to disposal of ptgpplant and
equipment
Change in current Iiab_ilitie_s (eX(.:Iuding financialliabilities) 14,982 (10,385)
results from the following items:
balance-sheet change in current liabilities 23/864 (29,932)
discontinued operations 1,414
value as at the date of acquisition of RETECH SYMBE 481
elimination of income tax payable
adjustment for change in liabilities related towsdion of
property, plant and equipment
elimination of change in lease liabilities (39) 72
change in investment commitments (160) (7)
foreign exchange differences 962 (67)
loans (13,516) 5,143
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valuation of derivative instruments 1,750 14,046
liability towards SECO/WARWICK Allied 246 360
_(i‘,hange in accruals and deferrals results from thedilowing 4,822 4,324
items:

balance-sheet change in accruals and deferrals (1,487) 6,859
discontinued operations (37)

value as at the date of acquisition of RETECH SY®BE 6,107

elimination of change in deferred tax assets 729 (2,967)
foreign exchange differences (491) 432
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Note 31. RELATED PARTIES

Dec 31 2010

Receivables

Liabilities

ELTERMA
S.A.

SECO/
WARWICK
Retech

SECO/
WARWICK
Corp

SECO/
WARWICK
Moscow

SECO/
WARWICK
S.A

SECO/
WARWICK
TIANJIN

ELTERMA S.A.

X

110

Retech
Systems
LLC

724

ALLIED

SECO/WARWICK Retech

X

SECO/WARWICK
Corporation USA

41

X

384

SECO/WARWICK
Moscow

40

SECO/WARWICK S.A.

1,878

504

1,712

160

SECO/WARWICK
TIANJIN

Retech Systems LLC

1,336

Allied Consulting

X

Dec 31 2009

Receivables

Liabilities

ELTERMA S.A.

ELTUS

SECO/
WARWICK Corp

SECO/
WARWICK
Moscow

SECO/
WARWICK S.A.

SECO/
WARWICK
TIANJIN

Retech
Systems
LLC

ELTERMA S.A.

X

704

ELTUS

127

3

SECO/WARWICK
Corporation USA

15

SECO/WARWICK
Moscow

39

SECO/WARWICK S.A.

746

SECO/WARWICK
TIANJIN

Retech Systems LLC

Allied Consulting

207
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Dec 31 2010
Sales SECO/ SECO/
revenue SECO/WARWICK S.A. Elterma SWR SEC('\)A/;AS/ §§V¥VICK WARWICK WARWICK RETECH ALLIED
Purchase Corp TIANJIN
SECO/WARWICK S.A. X 3,906 634 162 3,474 254 1
Elterma S.A. 1,195 X 247
SWR X
SECO/WARWICK 506 X
Moscow
SECO/WARWICK Corp.* 352 80 7 X 15 30
SECO/WARWICK 15 X
TIANJIN
RETECH X
ALLIED X
Dec 31 2009
Sales SECO/ SECO/
revenue SECO/WARWICK S.A. | Elterma | ELTUS SR RIAE WARWICK WARWICK RETECH ALLIED
Moscow
Purchase Moscow TIANJIN
SECO/WARWICK S.A. X 1,264 12 388 10 98 0
Elterma S.A. 1,532 X 38
Eltus sp. z 0.0. 54 1,028 X
SECO/WARWICK 573 X
Moscow
SECO/WARWICK Corp.* 130 X
SECO/WARWICK 35 X
TIANJIN
RETECH 1,966 X
ALLIED 0 1,392 X
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Other related parties
Employment contract between SECO/WARWICK S.A. anid$2 Klinowski

Under the contract of December 31st 2005, Bartdsmiski was obliged to provide work to the
Company as a full-time electrical design engindére contract was concluded for an indefinite
term and contains standard provisions, which comtl the Polish Labour Code. On March 1st
2008, Bartosz Klinowski assumed the position of dggHead of the Electrical Division. Bartosz
Klinowski is a close member of the family, as definn IAS 24, of Witold Klinowski, member of
the Management Board of SECO/WARWICK S.A. The cacttrwas terminated by mutual
agreement of the parties on December 31st 201Qa@uary 1st 2011, by virtue of the resolution
of the Supervisory Board, he was appointed as Prasident of the Management Board. Since
January 1st 2011, he has been employed as ManBgecior under an employment contract. On
February 28th 2011, an annex to his employmentrachtvas executed, whereby his position was
changed from Managing Director to Chief Operatirf§der.

Employment contract between SECO/WARWICK S.A. tidZawistowski

Under the contract of February 1st 2007, Piotr Zeawski was obliged to provide work to the

Company as a junior maintenance engineer. The adnivas first concluded for a probationary
period of three months. On March 1st 2007, theigmrsigned an annex to the contract,
transforming it into an employment contract foriadefinite term. The contract contains standard
provisions, which comply with the Polish Labour @od®dn May 5th 2008, Piotr Zawistowski

assumed the position of Chief Manager of the MgltFurnaces Maintenance Division, on
February 1st 2010 he became Deputy Head of thewaddivision in charge of LPC technology

and on May 4th 2010 - Head of the VOC Division.tPiawistowski is a close member of the
family, as defined in IAS 24, of Andrzej Zawistowsknember of the Management Board of
SECO/WARWICK S.A.

Employment contract between SECO/WARWICK S.A. wadZawistowska

Under the contract of January 2nd 2006, Ewa Zawis#ta was obliged to provide work to the
Company as a human resources management specidist.contract was concluded for an
indefinite term On April 1st 2009, Ewa Zawistowskssumed the position of Management Board
Office Administrator. The contract contains stawdarovisions, which comply with the Polish
Labour Code. Ewa Zawistowska is a close membeneofamily, as defined in IAS 24, of Andrzej
Zawistowski, member of the Management Board of SBZARWICK S.A.

Employment contract between SECO/WARWICK S.A. atatZyna Zawistowska

Under the contract of November 3rd 2008, KatarZaaistowska was obliged to provide work to
the Company as a full-time Planning Clerk. The msttwas first concluded for a probationary
period of three months. The next contract was aated for a definite term. The contract contains
standard provisions, which comply with the Polisabbur Code. Since February 2nd 2009,
Katarzyna Zawistowska has been employed as a @ldathe Spare Parts Department. Katarzyna
Zawistowska is a close member of the family, adnéef in IAS 24, of Andrzej Zawistowski,
member of the Management Board of SECO/WARWICK S.A.

Employment contract between SECO/WARWICK S.A. and Klinowska

Under the contract of January 3rd 2005, Anna Kliskavwas obliged to provide work to the
Company as a full-time Management Board Assistdhe contract was first concluded for a
probationary period. The next contract was conaufibe a definite term. The contract contains
standard provisions, which comply with the Polisabbur Code. Since June 1st 2007, Anna
Klinowska has been employed as a Human ResourckeBayroll Specialist. Anna Klinowska is a
close member of the family, as defined in IAS 24, Witold Klinowski, member of the
Management Board of SECO/WARWICK S.A.
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Other related parties 2010 2009
Short-term employee benefits (salaries, wages aacheads) 415 276

Note 32. KEY PERSONNEL REMUNERATION

The table below presents total remuneration paidayable to members of the Management and
Supervisory Boards:

Dec 31 2010 Dec 31 2009
Management Board of the Parent Undertaking 2,179 1,955
Short-term employee benefits (salaries, wages wactheads) 2,179 1,955
Supervisory Board of the Parent Undertaking 140 132
Short-term employee benefits (salaries, wages aartheads) 140 132
Management Boards of subsidiaries 1,548 2,673
Short-term employee benefits (salaries, wages wactheads) 1,548 2,673
Supervisory Boards of subsidiaries 42 42
Short-term employee benefits (salaries, wages aartheads) 42 42
Total 3,909 4,802

Management Board remuneration:

Name Total remuneration
Dec 31 2010 Dec 31 200¢
MANAGEMENT BOARD OF SECO/WARWICK S.A.

Leszek Przybysz 531 689
Andrze] Zawistowski 300 235
Witold Klinowski 526 396
Jozef Olejnik 425 324
Wojciech Modrzyk 397 311
Total 2,179 1,955

MANAGEMENT BOARD OF ELTERMA
Ryszard Rej 187 294
Zbigniew Skubiszewski 265 372
Grzegorz Paluch 363 714
Total 815 1,380
MANAGEMENT BOARD OF SECO/WARWICK Retectt
Janusz Kowalewski 40
Stawomir Waniak 17
Nancy Kowalewski 16
Total 73

MANAGEMENT BOARD OF RETECH

James Golz* 45
Total 45

MANAGEMENT BOARD OF SECO/WARWICK Corporation
Jeffrey W. Boswell 359 437
Arthur V. Russo 338 357
Luis Stack 256
Keith Boeckenhauer 477 456
Total 1,430 1,250

*September 31st - December 2010
**May 5th - December 31st 2010
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Supervisory Board remuneration:

)

Name Total remuneration
Dec 31 2010 |Dec 31 200¢
SUPERVISORY BOARD OF SECO/WARWICK S.A.
Robert Legierski 8
Artur Grygiel 10 24
Piotr Kowalewski 30 30
Piotr Kula 24 24
Henryk Pilarski 36 36
Artur Rusiecki 24
Mariusz Czaplicki 16
Andrzej Libold 10
Total 140 132
SUPERVISORY BOARD OF ELTERMA

Henryk Pilarski 42 42
Total 42 42

Members of the Supervisory Board of SECO/WARWICK r@wation, Retech

SECO/WARWICK Retech do not receive any remuneration

Systems and

The table below presents total remuneration paijdagable to other members of key management

personnel:

ltem Dec 31 Dec 31

2010 2009

Short-term employee benefits (salaries, wages aartheads) 1,384 984
Length-of-service awards
Post-employment benefits
Termination benefits
Share-based payments
Total remuneration paid to key management personngother than 1384 984
members of the Management and Supervisory Boards) ’
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Note 33. FINANCIAL ASSETS

Carrying value Fair value Maximum
ltem Category (IAS Dec 31 credit risk
39) Dec 312010 | Dec 312009 | Dec 312010| oo exposure in
2009
2010
Financial assets
Financial assets
Investments in related undertakings classified as 17,907 47,769 17,907 47,769 17,907
held for sale
Financial assets
Financial assets available for sale (non-current) classified as 3 3 3 3 3
held for sale
Loans advanced (current) rl_e?g?\?aﬁlnei 5 3 5 3 5
Trade and other receivables é?:i?faﬁfeds 72,724 26,946 72,724 26,946 72,724
Financial asset$
Derivative financial instruments at fair valu_e 366 143 366 143 0
through profit of
loss
Financial asset$
- currency forwards " ?JJSK gfc');’ifor 366 143 366 143 0
loss
Cash and cash equivalents rl_e?:z?\?azlnei 14,489 25,254 14,489 25,254 0
Financial liabilities
Current
Other financial
Interest-bearing loans and borrowings, including: liabilities at
amortised cost
- overdraft facility Oltigiir“‘;'i’;i”act'a' 25,976 156 25,976 156 0
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amortised cost

- current loans

Other financial
liabilities at
amortised cost

209

209 0

- finance lease liabilities (current)

Other financial
liabilities at
amortised cost|

331

308

331

308 0

Trade payables and other liabilities

Other financial
liabilities at
amortised cost|

31,518

16,606

31,518

16,606 0

- currency forwards

Financial
liabilities at fair
value through
profit or loss

21

1,772

21

1,772 0

Non-current

- non-current loans bearing interest at variablees

Other financial
liabilities at
amortised cost

10,374

10,374

Other liabilities (non-current), including:

Other financial
liabilities at
amortised cost

- finance lease liabilities (hon-current)

Other financial
liabilities at
amortised cost|

167

234

167

234 0
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Table ... presents the fair value hierarchy reifhgcthe significance of the inputs used in making
fair value measurements.

Financial assets and liabilities Dec 31 2010
at fair value Level 1 Level 2 Level 3
Financial assets at X

fair value through profit or loss
Financial assets available for sale -

Financial liabilities at X
fair value through profit or loss
Hedging instruments - assets X
Hedging instruments - liabilities X
Financial assets and liabilities Dec 31 2009
at fair value Level 1 Level 2 Level 3
Financial assets at X

fair value through profit or loss
Financial assets available for sale -

Financial liabilities at X
fair value through profit or loss

Hedging instruments - assets X
Hedging instruments - liabilities X

For the purpose of measurement of derivative firrdmestruments the Group uses the information
provided by banks without reviewing their respeetwaluation models in detail. Therefore, the
Group decided to classify the measurement of digvevinstruments as Level 3 measurement.

Note 34. EMPLOYMENT STRUCTURE

Emblovees* Dec 31 Dec 31
ploy 2010 2009
Blue-collar employees 239 234
White-collar employees 452 340
Employees on parental leaves 5 2
Total 696 576

* Employees of subsidiary undertakings.
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Note 35. CAPITAL MANAGEMENT

The primary objective behind the Group’s capitalhagement is to maintain good credit
rating and safe capital ratios, in order to supg@tGroup’s operations and enhance its shareholder
value.

The Group manages its capital structure and madifién response to changes in the economic
environment. To maintain or adjust its capital stnee, the Company may make changes regarding
dividend distributions, return capital to the sliders or issue new shares. During the year ended
December 31st 2010, there were no changes regatdirgapital structure management objectives,
policies and processes.

In monitoring its capital, the Group uses the lagerratio calculated as net debt divided by
total equity plus net debt. The Group’s net delstudes interest-bearing loans and borrowings,
trade payables and other liabilities, less cash st equivalents. Equity includes convertible
preference shares and equity attributable to ednotglers of the parent, less capital reserve from
unrealised net gains.

Note 36. GOODWILL IMPAIRMENT TEST

The Company carried out tests for impairment ofrehaheld in subsidiary undertakings of

SECO/WARWICK Corporation. No impairment loss wasagnised as a result of the tests. The
recoverable amounts attributable to individual egsherating units were determined based on
their calculated value in use.

Cash-generating unit

In each case the value in use was calculated basethsh flow projections derived from the

financial budgets covering a period of five yeaffie projections reflect the management's
business experience and an analysis of third-paftymation. The table below presents the key
assumptions concerning the discount rate and tivaaded growth rate after the period of detailed
projections:

No. Item

1. Projection period 5 years
2. Discount rate 17.25%
3. Growth rate after the budget period 2.4%

Other important assumptions for the calculatiothefvalue in use are as follows:

Estimates of the value in use of a cash-generafitigare sensitive to changes of the following
variables:

« free cash flows;

« discount rates;

» market share in the projection period.

Free cash flows are estimated based on historatal @bncerning individual cash-generating units
and forecast operating profit, depreciation and résation, capital expenditure, changes in non-
cash current assets and non-financial liabilities.

Discount rate reflects the management’s assesswoferthe risk inherent in the company’s
operations. It is used by the management to ashessperating efficiency (performance) and
future investment proposals. The discount rate etermined taking into account the risk-free
interest rate determined for each period coveredhbyprojection as the arithmetic mean of the
following: median of the forecast risk-free intdrestes calculated by stock-exchange analysts and
estimated future risk-free interest rates. Moreptlex beta coefficient was set at 1 and the cost of
debt - at 6.14%.
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Growth rate after the budget period was estimated4& as the median of the growth rates
calculated by brokerage house analysts in theirat@n of Polish listed companies.

Assumptions regarding the market are material tmcauin addition to using industry data to
determine the growth rate — the management assheseshe assets and financial standing of
individual cash-generating units may change overlihdget period relative to their peers. The
management expects the market share to remaire stedit the projection period.

Sensitivity to changes of assumptions

With respect to the estimation of the value in wdeindividual cash-generating units, the
management believes that no reasonably possiblegetaf any of the key assumptions referred to
above could cause the carrying value of a givein-gagerating unit to exceed its recoverable
amount. As the carrying values are lower than #@spective value in use (recoverable amounts),
no impairment losses were recognised on the shaids

Note 37. FINANCIAL RISK MANAGEMENT OBJECTIVES AND P OLICY

In the course of its operating and financing atiej the SECO/WARWICK Group is
exposed to risks arising mainly in connection vtk financial instruments held by the Group.
Those risks may be broadly defined as market gekpprising currency risk, interest rate risk,
liquidity risk and credit risk. The objective betithe Group’s financial risk management is to
mitigate any adverse movements in foreign exchamgkinterest rates, stabilise cash flows and
ensure an adequate level of liquidity and finandiakibility. The rules of financial risk
management within the Group are determined by thendgement Board of the Parent
Undertaking. As part of the risk management prgcassexpert management accounting system
has been developed and implemented. The key risiomers at the level of the Group members’
operating and financing activities are monitoragtigh monthly reports.

37.1 Currency risk

The Group is exposed to currency risk, arisingannection with sales, trade receivables, financial
liabilities and bank loans denominated in EUR an8iDU Additionally, in the consolidated
financial statements there is a margin risk reldteéxchange differences on translating foreign
operations. This risk applies in particular to SEMBRWICK Corporation and Retech Systems
LLC.

Analysis of the SECO/WARWICK Group’s sensitivity flactuations in PLN/USD and PLN/EUR
exchange rates

Assuming a 10% depreciation of the US dollar adains zioty as at December 31st 2010 (all
other things being equal), both the SECO/WARWICKo@r's net profit for the financial year
2010 and its equity would have been higher by PUNtfousand (for 2009, in both cases the
respective figures would have been PLN -943 thadis@onversely, assuming a 10% appreciation
of the US dollar against the ztoty (all other thsrigeing equal), both the Group’s net profit for the
financial year 2010 and its equity would have beigher by PLN +163 thousand (for 2009: PLN
+935 thousand in both cases).

Assuming a 10% depreciation of the euro againstztby as at December 31st 2010 (all other
things being equal), both the Group’s net profit thee financial year 2010 and its equity would
have been lower by PLN -4,994 thousand (for 2068%ath cases the respective figures would
have been PLN -4,621 thousand). Conversely, asguani0% appreciation of the euro against the
zioty (all other things being equal), both the Grsunet profit for the financial year 2010 and its
equity would have been higher by PLN +5,984 thodgdor 2009: PLN +4,856 thousand in both
cases).
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Assumptions adopted for 2010:

e average USD/PLN exchange rate used to translaes it the income statement: 3.0402

e average EUR/PLN exchange rate used to translae ité the income statement: 4.0044

« USD/PLN exchange rate as at the end of the pesed to translate items of the balance sheet:
2.9641

* EUR/PLN exchange rate as at the end of the pesed to translate items of the balance sheet:
3.9603

Assumptions adopted for 2009:

» average USD/PLN exchange rate used to translams itd the income statement: 3.1111

» average EUR/PLN exchange rate used to translams itd the income statement: 4.3277

» USD/PLN exchange rate as at the end of the pesed to translate items of the balance sheet:
2.8503

« EUR/PLN exchange rate as at the end of the pesed to translate items of the balance sheet:
4.1082

37.2 Interest rate risk

The SECO/WARWICK Group’s exposure to interest rék is not material. In the financial year
2010, the total amount of interest on the Growgas lliabilities was PLN 296 thousand.

37.3 Risk related to product prices

The bulk of the Group’s sales revenue is generateter long-term contracts for the supply of
equipment. At the proposal preparation stage, eaate of equipment is priced using the current
prices of materials and labour. In addition, theedi costs and the assumed margin on the
equipment are taken into account. As a result,h@ opinion of the Parent Undertaking's
Management Board, the price risk is minimised.

Nevertheless, the achievement of the Group’s gfi@ibjectives concerning product prices may
be hindered by competition. If competitive pressurgensify, especially in Asian markets, they
may adversely affect the Group’s ability to mest ptanned financial results. The Management
Board of the Parent Undertaking believes that tBEG/WARWICK Group is now engaged in
numerous activities to strengthen its market pasiéind increase its competitive edge by offering
high quality services and comprehensive soluti@rsuring that its product mix is flexible,
enhancing its existing and building new competentsing state-of-the-art technologies and
developing new technological solutions.

37.4 Capital management
The Group’s capital management relies on a sudtlEnBinancial policy, designed to secure
financial resources sufficient to finance the Greupusiness development, while ensuring that its
financing structure and liquidity levels are adeggudhe Group’s capital is defined as the sum of
equity and net debt.
The Group’s capital management policy takes intmant two key elements:

* operating performance in the context of investnagrt development plans,

» dividend policy and the external debt repaymenedate.
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In order to combine these factors, the Group peradly defines its financing structure framework.
The current targets under the capital managemdialy@oe as follows:

e current ratio — in the range from 1.5 to 2.5,

e quick ratio — over 1.
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The capital management policy adopted by the Gregpires it to maintain financial discipline,
while giving it enough flexibility to support praééible development.

Capital management is also centred around the gbahaintaining a predetermined level of
financial liquidity which allows the Group both tepay its external debt as its falls due and to
finance the expenditures connected with the Grodguisiness risk. That goal is pursued for
instance by maintaining available credit facilitthat may be drawn when the need arises.

37.5 Liquidity risk

Liquidity risk is the risk that the Group may fapeblems with meeting its financial liabilities.
Liquidity risk is managed by projecting future cdkiws, analysing the relation of liquid assets to
cash flows, monitoring liquidity ratios based orldn@e-sheet items and ensuring constant access
to various sources of financing at the level ofitievidual members of the Group.

The Group also manages its liquidity risk by madinitey available unused credit facilities which
serve as a liquidity reserve securing solvencyfarahcial flexibility.
The maturity structure of liabilities is presentadNote 27.

37.6 Credit risk

The Group pursues a policy of entering into satgeements only with customers whose reliability
it has checked. Management believes that thanitsigopolicy there is no additional credit risk
beyond the level defined by the impairment losse®gnised with respect to uncollectible trade
receivables. There are no past due receivablesvthdt not be classified as uncollectible.

The maturity structure of receivables is preseniddote 19.

Note 38. MANAGEMENT STOCK OPTIONS

On April 29th 2009, the General Shareholders Megetpproved the key assumptions of the
Incentive Scheme of SECO/WARWICK S.A. (“the InceptiScheme”). The Rules of the Incentive
Scheme were adopted by way of the Supervisory Boaesolution on July 27th 2009. The
Company plans to implement the Incentive Schentbharyears 2009-2011, while the subscription
warrants distributed to the eligible scheme partinois may be exercised on or after January 2nd
2012, but no later than on June 30th 2017.

Cost of the Incentive Scheme

The Company assumes that it is not possible tabiglimeasure the fair value of the management
stock option scheme as at the grant date, i.el 2pth 2009. In accordance with IFRS 2.24, in

such cases an entity is required to adopt an atoguapproach based on intrinsic value of the
instruments (the price of the underlying stock l&es exercise price). Under the intrinsic value

model:

* intrinsic value is remeasured at each reporting dadm the grant date until final
settlement,

» at each reporting date during the vesting pertogl cumulative expense is measured as
the product of the instrument’s intrinsic value asthat date and the portion of the
vesting period lapsed; any changes in the cumelaikpense are recognised in profit
or loss,
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* any changes in the intrinsic value of the optioranf the vesting date until final

settlement should be recognised in profit or loss.
Based on the foregoing, the cost of the managesateck option scheme as at December 31st 2010

has been estimated as follows:

Share price as at December 31st 2010 PLN 28.90

Exercise price in 2010 PLN 27.55

Option intrinsic value PLN 1.354

Number of the management stock options 300,000
Vesting period 3 years
Portion of vesting period lapsed as at the repgpdizate 1/3
Estimated number of options granted 10,250
Option intrinsic value PLN 1.354
Cost for the period PLN 13,879

Note 39. CAPITALISED BORROWING COSTS
In the presented reporting periods, the Group coegalid not capitalise any borrowing costs.

Note 40. REVENUE GENERATED SEASONALLY, CYCLICALLY O R OCCASIONALLY

In the presented reporting periods, there were ai@nal items of seasonal, cyclical or occasional
revenue at the Group.

Note 41. COURT PROCEEDINGS

There are currently no pending proceedings befergral or local government administration

bodies, court proceedings or arbitration proceegjinghich could have a material effect on the

financial standing or profitability (exceeding 1@$fequity) of the Group.

CASE COURT Court docket Details
Enforcement request of
SECO/WARWICK | District Court in September 28th 2010
vs. Jerzy Urbaniak| Zielona Gora, 5th V GC 905/08 Enforcement proceedings are
ODLWENIA Commercial KM 390710 pending.
METALI Division Seizure of shares and profits in
company (October 4th 2010)
The case concerns individual
interpretation of VAT
regulations. Judgement of
Provincial August 13th 2010
\?SE%ACI),(IVIVS'?_F;V%”SI; Adminis,trative Court | SA/GO 1280/10 After the judgement was
FINANCE in 'Gorzow _ repeglgd by the Suprgme
Wielkopolski Administrative Court in Warsaw
a date for a new hearing at the
Provincial Administrative Court
in Gorzow Wielkopolski was se.
SECO/WARWICK | Regional VI KO 27/10 The case conceanvgrongful
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S.A. vs. Prosecutor's Office | 3 DS. 4/11 use of a patent belonging to
AMP Sp.z 0.0 in Zielona Gora, 6th Seco/Warwick S.A.
Business Crime Notification of suspected offende
Department of December 21st 2010

District Prosecutor's
Office in Swiebodzin

Suit for payment

Litigation value: PLN 783,001
(the equivalent of USD 264,206
translated at the USD/PLN mid
exchange rate quoted by the
National Bank of Poland for

V GNC 96/10 September 22nd 2010, i.e. PLN

SECO/WARWICK | Regional Court in
S.A. vs. NITREX | Zielona Goéra, 5th

METAL Inc. Commercial
. 2.9636 per USD 1)

(Canada) Division In the process of sending the
defendant a writ of payment of
November 26th 2010 issued by
the Regional Court in Zielona
Gora

SECO/WARWICK

ThermAL S.A. vs.
Foundry Research
Institute (Instytut
Odlewnictwa) of
Krakéw

District Court
Krakéw —
Srédmiecie

IX GC 426/10 Suit for payment of PLN
1,761,094

Note 42. TAX SETTLEMENTS

Tax settlements and other regulated areas of gc(eig. customs or foreign exchange control) are
subject to inspection by competent administratiotiharities, which are authorised to impose high
penalties and sanctions. Lack of reference to esttblished legal regulation in Poland has
resulted in ambiguity and inconsistency of the maple laws and regulations. Frequent
differences of opinion on the legal interpretatafrtax laws, both between different governmental
authorities and between governmental authorities ampanies, create areas of uncertainty and
conflicts. Therefore, the tax risk in Poland isnsigantly higher than is usually the case in
countries with more developed tax systems.

Tax settlements may be subject to tax inspectiorafperiod of five years from the end of the
calendar year in which the tax payment was madea Aesult of such inspections, additional tax
liabilities may be assessed with respect to theséttkements made by the Group.

In the Management Board’'s opinion, as at Decemidst 2010, there was no need to create
appropriate provisions for any recognised and nrehel tax risks. The Company pays its tax
liabilities when due.

From January 1st 2004 to March 31st 2010, the Caognaad Seco/Warwick S.A., the Parent
Undertaking, formed a tax group.

Note 43. WASTE ELECTRICAL AND ELECTRONIC EQUIPMENT
The issues falling within the scope of Note 43 md apply to the Group in the presented reporting
periods.

Note 44. EVENTS SUBSEQUENT TO THE BALANCE-SHEET DATE

On February 21st 2011, there was failure of a ftengperated by VIMETCO in Romania. One of
the four furnaces used for annealing of rolled atimm sheet, which had been modernised by
SECO/WARWICK S.A., failed. The Management Boardreates the cost of the failure removal

at approx. PLN 370 thousand.
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On March 10th 2011, Retech Systems LLC executedraex to Credit Facility Agreement No.
xxX, which raised the guarantee and credit facilityt from USD 15,000 thousand to USD 19,000
thousand. Following the increase of the credit tlimihe value of surety granted by
SECO/WARWICK S.A. for Retech Systems LLC was raibgdJSD 4,000 thousand (PLN 11,856
thousand).

On April 6th 2011, the Management Board of the Canypadopted a resolution which increased
the value of surety granted for SECO/WARWICK Alli&t. Ltd. (India) from INR 147,500
thousand to INR 225,000 thousand. The total vafuihe surety, translated at the mid-exchange
rate quoted by the National Bank of Poland fordhte of the resolution, is PLN 14,233 thousand.

Note 45. FINANCIAL STATEMENTS ADJUSTED FOR INFLATIO N
In the presented reporting periods, the Group comegadid not revalue their share capital and
other capitals to account for hyperinflation.

Date: April 27th 2011
Leszek Przybysz Andrzej Zawistowski
Vice-President of the

President of the Management Board Management Board

Wojciech Modrzyk Jozef Olejnik Witold Klinowski

Vice-President of the Management
Board

Member of the Management

Member of the Management Board
Board
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