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1. Economic activities of the Company

Polimex-Mostostal S.A. is an engineering and construction company, which has been present on the
market since 1945. In the reporting period the Issuer continued its business activity. As a general contractor it
rendered services in the power engineering, chemical, petrorefinery, environment protection and industrial as
well as general construction sectors. It mounted comprehensive industrial buildings, modernised existing
processing lines and offered servicing of production machinery. Construction activity comprised such areas as
execution of large investments in the scope of road and general construction both with reference to public utility
buildings as well as office, warehouse and commercial spaces.

Owing to a considerable production capacity and owning a modern machinery park, the Issuer
maintained the position of a leading and respected producer and exporter of steel structures and products,
including platform gratings.

In the reporting period, the Issuer also rendered services in the scope of top-notch corrosion protection
mostly using a hot dip galvanization method.

Outside Poland, the Issuer remained active in foreign markets mostly in the European Union member
states, selling there a considerable portion of produced steel structures and products and performing
construction and erection services.

In the reporting period the Issuer concluded a number of contracts securing the realisation of a
significant portion of the budget for this year and for the next years. The key ones should include:

e construction of two power blocks for PGE Elektrownia Opole S.A. by the consortium of Rafako S.A.
(the consortium leader), Mostostal Warszawa S.A. and Polimex-Mostostal S.A. The value of the
contract amounts to approx. PLN 11.6 billion gross, of which 41.8% is attributable to the Company.

e construction of a power block for Elektrownia Kozienice S.A. by the consortium of Hitachi Power
Europe GmbH (the consortium leader) and Polimex-Mostostal S.A. The value of the contract amounts
to approx. PLN 6.3 billion gross, of which 42.7% is attributable to the Company.

e performing in a turn-key system the catalytic system for denitriding and dedusting of combustion gases
from boilers of Heat and Power Plant in the Production Plant of Polski Koncern Naftowy Orlen S.A.
worth PLN 466.2 million gross.

e construction of two buildings i.e. Lublin Conference Centre and the Office of Marshal in Lublin worth
PLN 117.8 million gross.

In the reporting period the Polimex-Mostostal S.A. conducted activity in five operating segments: power

engineering, chemistry, production, construction and roads and railroads.

In Power Engineering the offer of the Company included comprehensive construction of facilities for
professional, industrial and municipal energy sector. In the scope of large capacity boilers, the Issuer specializes
in assembly of a pressure part also for supercritical parameters. It also constructs accompanying facilities such as
combustion gas cleaning plants, water treatment plants or fuel delivery and slag collection installations. It also
renders overhaul, modernisation and maintenance services for all types of power engineering machineries. In the

reporting period the Issuer was a producer of transformers.

In chemical sector the Company offers general contracting of production facilities for chemical plants and
refineries, biofuel plants and of infrastructure for transfer and storage of gas and liquid fuels. Additionally, it
renders services in the scope of delivery and assembly of specialist production systems and delivers all types of
containers, pipelines, processing furnaces and similar equipment. It specialises in overhauls of processing lines at
plants while at the same time they conduct their business activity, which requires imposing a specific technology
regime.
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The Issuet’s operations in the scope of environment protection are included in the chemistry segment.
The offer covers construction and extension of comprehensive sewage treatment plants and municipal and
industrial waste treatment plants.

Production remains the activity which distinguishes the Company among other construction
companies. No competitor operating on the Polish market has production plants offering such a wide range of
products for domestic and foreign customers. Steel structures for the sectors of power engineering,
petrochemistry, metallurgy, mining industry, communications, roads and for the construction of halls, shopping
centres, sports facilities and public utility buildings are manufactured. The offer includes a wide range of
superstructures and covers for large-size structure and industrial construction, elements for bridges, flyovers and
footbridges as well as barriers and acoustic screens for road industry. Moreover, the Issuer specialises in the
production of platform grates, shelving systems, communications towers and the elements of construction

formworks.

In the construction industry the Company's operations focus on mounting various types of public
utility and commercial buildings. The Company owns modern technologies in the scope of production and
erection of large-size steel structures used while mounting office buildings, retail centres, warchouses and sports
facilities. Moreover, it delivers and assembles steel structures for the needs of industry, in the first place for

power engineering and chemistry.

The Company's operations in the scope of road construction include design and construction of roads
together with complete technical infrastructure. A significant portion of deliveries comes from own production
plants, which was described above in the presentation of the production segment. High value contracts are

usually performed on a consortium basis.

On 4 July 2012 Polimex-Mostostal S.A. commenced the implementation of a new organizational
structure consisting in the concentration in five segments of business activity conducted so far by 22 divisions
functioning within the structures of the Company. The process was completed as of 1 January 2013. Within the
new structure the following five segments were distinguished: (i) Power engineering and chemistry (services
connected with energy and chemistry sector including general contracting services in the energy sector and in
chemistry and petrorefinery sectors as well as continuous and full-scale servicing of power plants, heat and
power plants and industrial facilities); (if) General construction (construction and erection services related to
execution of facilities in the form of general contracting in the area of industrial construction and public utility
construction as well as design services); (iii) Infrastructure construction (services in the scope of road and bridge
construction together with lighting and accompanying infrastructure and services in the scope of environment
protection); (iv) Service (construction and assembly services and services in the scope of industrial maintenance)
and (v) Production (production of steel products and structures, production of platform gratings and corrosion
protection services). For each segment a Company’s division was allotted based on previous profile of activity.
The objective of shifting from the division structure to the segment structure was to increase the capacity of the
Company to efficiently and economically effectively allocate owned resources to the execution of large
investment projects in the developing segments of the market.



Directors’ report on the operations of Polimex-Mostostal for the year ended 31 December 2012 ‘M m:)hs'?g;al

GRUPA KAPITALOWA

1.1. Revenues and their structure

In 2012 Polimex-Mostostal S.A. generated revenue from sales in the amount of PLN 3,138,990 thousand.

PLN
thousands
Change 2012 2011
Segment 2012

20m value share value share
Production -3.7% 545 711 17.4% 566 823 15.7%
Construction -0.4% 1051 031 33.5% 1055 734 29.1%
Power Engineering 1.9% 786 204 25.0% 771 848 21.3%
Chemistry -29.2% 292 654 9.3% 413 484 11.4%
Roads and railroads -43.5% 456 926 14.6% 808 060 22.3%
Other operations 0.3% 6 464 0.2% 6 443 0.2%
Total revenue from sales -13.3% 3138 990 100.0% 3622 392 100.0%

The highest share in sales was attributed to Construction — 33.5% (a decrease in sales by 0.4% as against
comparative data for 2011) followed by Power Engineering industry — 25.0% (an increase in sales by 1.9% as
against comparative data for 2011). A decrease in sales revenue (by -3.7%) as against comparative period was
reported by the Production. A significant decrease in revenue was reported in Chemistry segment (a reduction
by 29.2% as against comparative data for 2011). The largest decrease in revenue was reported in road and
railroad segment (a reduction by 43.5% as against comparative data for 2011).

Operating segments of Polimex-Mostostal S.A.
Revenue from sales in PLN thousands
4000 000
3 500 000 -: 0O Other operations
3000 000 _1 B Roads and railroads
2 500 000 .
2000 000 0O Chemistry
1500 000 4 OPower engineering
1 000 000 A B Construction
500 000 O Production
0 1
2012 2011

1.2. Main products and services

The scope of activity of Polimex-Mostostal in 2012 did not change as against a prior period and in its basic range
it included:

e preparation of preproject studies and analyses and of project initial and working documentation;
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comprehensive services for investment process, completion of deliveries of equipment and industrial
installations;

general contracting of industrial facilities and public utility buildings as well as roads and motorways;
assembly of special equipment, in particular for chemical and power engineering industry;

production and overhauls of transformers;

continuous and full-scale servicing of industrial plants;

manufacturing of steel structures for the needs of industrial construction mainly for power engineering and
petrochemical industry;

production, delivery and erection of steel structures used while mounting shopping centers, warehouse halls,
sports facilities and public utility buildings, petrol stations and warehouse terminals; the Company executes
orders using its own typical technical solutions or according to customers’ individual projects;

production, delivery and assembly of bridges, flyovers, footbridges, gantries as well as protection and
acoustic barriers used in road construction;

production and delivery of welded and pressed platform grates of MOSTOSTAL type together with fixing
elements, which ensure quick and safe assembly; grates are used in production plants as a component of
platforms for servicing production lines and of circulation paths at pipelines and containers; they are also
used as pavements at footbridges and bridges, as duct covers, protection of manhole frames and as stair
steps;

services in the scope of corrosion protection of steel structures by means of:

— hot (dip) galvanizing,

—  Duplex system (galvanising + hydrodynamic painting),

—  hydrodynamic painting;

hardware and transport services.

In 2013 as a result of selling an organized part of an enterprise of the Company, the scope of activity will

decrease by production and overhaul of transformers.

1.3. Trade areas and sources of supply

The value and geographic structure of Polimex-Mostostal S.A. sales in 2012 were as follows:

PLN
thousands
Change 2012 2011
Market 2012
201 value share Value share

Domestic -13.3% 2 294 349 73.1% 2 645 849 73.0%

Foreign -13.5% 844 641 26.9% 976 543 27.0%

Total revenue from sales -13.3% 3138 990 100.0% 3622 392 100.0%

As compared to 2011 a decrease in sales was observed both in the domestic market and in the foreign markets.

In 2012 the domestic market, where 73.1% of total revenues from sales were generated, remained the main
market for Polimex-Mostostal S.A.
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The key customers of the Polimex-Mostostal S.A. in 2012 were: the General Directorate for National Roads
and Motorways, Helical Sosénica Sp. z o.0., TAURON Wytwarzanie S.A., Mostostal Warszawa S.A., PKN Otlen
S.A., Halla Engineering & Construction S.A., PGE Goérnictwo i Energetyka Konwencjonalna S.A., Projekt 5 -
Grupa Echo Sp. z o.0., Galeria Olimpia - Projekt ECHO - 98 Sp. z o.0., Stadion w Zabrzu Sp. z o.0., Pilkington
Automotive Poland Sp. z 0.0., Wartsila Finland Oy Power Plants - Finland. Only revenues from sales to the
General Directorate for National Roads and Motorways exceeded 10% of the revenues from sales of Polimex-
Mostostal S.A. The entity is not formally related to Polimex-Mostostal S.A.

The key suppliers of the Polimex-Mostostal S.A. in 2012 were: Doprastav S.A. (Branch in Poland), SUPER-
KRUSZ Sp. z o.0., Foster Wheeler Energia Polska Sp. z o.0., Glencore International AG - Switzerland, Coifer
Impex S.r.l. — Romania, Thyssenkrupp Energostal S.A., Vistal Gdynia S.A., Lotos Asfalt Sp. z o0.0., PPUH
Konstalex Sp. z 0.0., Przedsi¢biorstwo Handlowo-Ustugowe PLAST-BUD Zdzistaw Séwka, Elektrobudowa
S.A., SPEC-BRUK Sp. z o.0. Sp. K. In 2011 purchases from individual suppliers did not exceed 10% of
revenues from sales of Polimex-Mostostal S.A.

1.4. Information on significant transactions concluded by the Issuer or its subsidiary with related party
otherwise than under market conditions

According to information acknowledged by the Issuer, transactions concluded in 2012 by the Issuer or its
subsidiaries with related entities were concluded under market conditions, and their nature and terms resulted
from operating activity.

1.5. Investments — plant, property and equipment and intangible assets

In 2012, investment expenditure of Polimex-Mostostal S.A. for fixed and intangibles assets amounted to PLN
12,511 thousand. Depreciation and amortisation in 2012 amounted to PLN 64,078 thousand.

The structure of investment expenditure for fixed and intangible assets of Polimex-Mostostal S.A. in 2012.

PLN thousands

Investment in property, plant and equipment Char210gf12012 2012 2011
Land and buildings -94.9% 2263 44763

Plant and equipment -86.9% 7 305 55671

Motor vehicles -88.6% 611 5382

Other fixed assets -67.4% 1059 3247
Fixed assets under construction incl. advance payments -97.0% -1723 -57 160

Total -81.7% 9515 51903

Investment in intangible assets -21.5% 2996 3815
Total property, plant and equipment and intangible assets -71.5% 12 511 55 718
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In 2012 the majority of capital expenditure of Polimex-Mostostal S.A. comprised investment in plant and
machinery (including modernization of furnaces used for galvanization processes in galvanizing plants located in
Siedlce and Dgbica). Generally, the level of implemented investment programmes was reduces and the
modernization of office buildings in Warsaw was withheld. In connection with the completion of continued
investment tasks the value of fixed assets under construction (successively transferred to target classification
groups) decreased as compared to the beginning of the year 2012. In the scope of investment in intangible assets
on 2012 the main investments related to computer software. As a result of limiting implemented investment

programmes, the total value of capital expenditure decreased as against 2011 by 77.5%.

1.6. Equity investments
1.6.1. Changes in investment portfolio

The list of changes in the Issuer’s investment portfolio in the reporting period is as follows:

e on 30.01.2012 the General Meeting of Shareholders of Grande Meccanica SpA with its registered office in
Narni, Italy adopted a resolution on increasing the share capital of the company from EUR 3.3 million to
EUR 4.3 million to be used to complete the production installations located in Civitavecchia sea port. The
entire new issue was taken up by the Issuer. The Issuer owns 100% of the share capital of Grande

Meccanica.

e on 15.02.2012 the Extraordinary Meeting of Shareholders of Energop Sp. z o.0. adopted a resolution on
increasing the share capital of the company by PLN 1,134.5 thousand. All shares of the new issue were taken
up in return for cash and making a contribution by the Issuer and its subsidiary, the Issuer holds 99.99% of
capital (indirectly 100%).

e on 24.10.2012 the Issuer concluded with MARS Closed Investment Fund with the registered office in
Warsaw a conditional agreement to sell the entire block of shares held in the Energomontaz-PéInoc Gdynia
Sp. z 0.0. The agreement was completed in March 2013. Terms and conditions of the sale are discussed in
more detail in Section 9 of this report.

e in the reporting period the Issuer acquired 2,594 shares of PRInz-1 spending PLN 93,753. As a result of the
transaction, the Issuet’s share in company’s share capital increased from 89.62% to 91.06%.

e on 05.02.2009 the Contract to sell the shares of Pracownia Wodno-Chemicza Ekonomia sp. z 0.0. was
concluded, as a result the Issuer came into the possession of 75% of the share capital of the company. As a
continuation of the provisions of the above mentioned Contract, on 27.08.2012 another Contract was
concluded transferring to the Issuer the ownership of the remaining 25% of the company’s share capital for
the amount of PLN 222.1 thousand. At present the Issuer holds 100% of the share capital of Pracownia
Wodno-Chemiczna Ekonomia sp. z 0.0.

e on 29.03.2012 the Extraordinary Meeting of Shareholders of Fabryka Kottéw Sefako S.A. adopted a resolution
on increasing the share capital of the company by PLN 8,751,180. The Issuer took up 863,499 shares at the
offering price of PLN 10 each. The payment was made by setting off liabilities of Sefako S.A. arising from the
acquisition from the Issuer of the shares of Centralne Biuro Konstrukeji Kottow S.A. (CBKK) constituting
98.5% of CBBK's capital. As a result of the transaction, the Issuet’s share in Sefako S.A.’s capital increased
from 89.2% to 95.97%. The increase in share capital was registered at the National Court Register in
September 2012. At present the Issuer does not hold any CBKKA’s shares. As the price of sold shares of
CBKK was higher than the price of Sefako’s shares which the Issuer subscribed, the difference in the amount
of PLN 116.2 thousand was transferred to the Issuer’s account. On 24.10.2012 the Issuer concluded the
agreement to sell the entire block of shares held in Sefako. The agreement was executed in January 2013.
Terms and conditions of the sale are described in more detail in Section 9 of this report.

e on 11 December 2012 Zaktad Instalacyjno-Budowlany Turbud Sp. z o.0. with the registered office in Ptock
submitted a request to declare bankruptcy in the District Court for the city of Plock, 5% Economic
Department in Plock. The Issuer owns 100% of the company’s shatres. The Issuer wrote off in the books the
amount equal 100% of the value of the shares.

10
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PLN
Financial year 2012 thousands

Cash expenditure (-) and proceeds (+) for acquisition/ disposal of financial assets Val
(shares/equity interests) aue
Grande Meccanica SpA -4417,0
Energop Sp. z o.0. -1123,0
PRInz -1 Sp. z o.0. -93,8
Ekonomia Sp. z o.0. 2221
Fabryka Kotléw Sefako S.A. (Boiler Factory) -8635,0
Centralne Biuro Konstrukeji Kottow S.A. +8751,2
Total cash expenditure for acquisition of shares / equity interests in 2012 - 5739,7

The table above does not include the additional payment to the capital in Almost Sp. z o.o. in the amount of
PLN 20.0 thousand.

1.6.2. Investment plans

After the period of intense investment, connected mostly to construction of new production floor in Siedlce, in

2012 capital expenditure was limited to performance of only necessary investments.

In connection with concluding on 21.12.2012 the Agreement on Regulations of Debt Servicing, the Company
was obliged to limit its capital expenditure planned to incur in 2013 to the amount of PLN 25.0 million. The
planned amount is sufficient to cover fully indispensable expenditure relating to the needs of contracts
performed by the Company in the next year such as Kozienice Power Plant and Opole Power Plant. Whereas
the amount of expenditure to restitutive investments, modernisation and development will be limited to the

necessary minimum. Their total amount is lower than planned amortisation and depreciation.

1.6.3. Assessment of feasibility of investment tasks, including equity investments as against internal assets, including changes in
[financing structure for these operations

The Issuer assesses financing of its investment plans in 2013 as fully realistic on condition that an appropriate
amount of own funds is generated.

1.7. Significant achievements in research and development

The operations of Polimex-Mostostal S.A. do not require any general research and development works to be
performed.

1.8. Information on contracts significant for operation of the Company
The following are significant performance contracts concluded by Polimex-Mostostal S.A. in 2012:

e Signing on 15.02.2012 by the consortium of the following companies RAFAKO S.A. (the consortium
leader), Polimex-Mostostal S.A. and Mostostal Warszawa S.A. the contract to perform the investment task
under the name of “The construction of power blocks No. 5 and 6 in PGE Elektrownia Opole S.A.”. The
value of contracted works is PLN 11,558.3 million (gross) of which about 42% is attributed to Polimex-
Mostostal S.A. Detailed information on the above mentioned contract are included in the Issuer’s current
report No. 8/2012. Till the date of preparation of this report an instruction to commence works was not
given. In January 2012 Voivodship Administrative Court revoked the environmental decision for the
construction of power blocks challenged by ClientEarth, an environmental organization. As a result of the
appeal made by PGE in October that year the Supreme Administrative Court revoked the ruling of the VAC
and sent the matter for judicial review. On 19.02.2013 the Voivodship Administrative Court dismissed the

11
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complaint of the ClientEarth Foundation on the environmental decision for the construction of two coal

power blocks. The decision is not final.

e Signing on 31.08.2012 the conditional contract with Alstom Power Sp. z o0.0. to design and supply two
machinery islands together with supervision, assembly and commissioning services for PGE Elektrownia
Opole S.A., blocks 5+6. The net remuneration to Alstom for execution of contract object amounts to PLN
2.3 billion (gross). The contract was concluded as part of the execution of the contract of 15.02.2012 for the
construction of two power blocks at Opole Power plant of the total power of 1,800 MW, the contract was
described above. Detailed information on the contract with Alstom is included in the Issuer’s current report
No. 69/2012.

e Signing on 21.09.2012 by the consortium of the following companies: Hitachi Power Europe GmbH (the
consortium leader) and Polimex-Mostostal S.A. with Enea Wytwarzanie S.A. (a contracting party) the
contract to design and perform as a turn-key project a power block for supercritical parameters together with
installations and auxiliary facilities of gross electrical power of 1075 MWe in Swieze Gérne (Kozienice
Power Plant). The value of the tender amounts to PLN 6,279.6 million (gross), of which 42.7% is
attributable to the Issuer. Detailed information on the above mentioned contract is included in the Issuer’s
current report No. 80/2012.

e Signing on 08.02.2012 the contract with the Office of the Marshal of Lublin Voivodship to construct two
buildings i.e. the Lublin Conference Centre and the principal office of the Office of the Marshal in Lublin in
the total amount of PLN 117.8 million (gross). Detailed information on the above mentioned contract is
included in the Issuet’s cutrent report No. 7/2012.

e Signing on 12.07.2012 the turn-key contract with Polski Koncern Naftowy ORLEN S.A. to design, supply
and construct the catalytic system for denitriding and dedusting of combustion gases from boilers OOG-320
No.1, 2 and 3 and OOG-420 No. 4, 5, 6 and 7 of Heat and Power Plant in the Production Plant of Polski
Koncern Naftowy ORLEN S.A. The remuneration for the execution of the contract amounts to PLN 466.2
million (gross). Detailed information on the above mentioned contract is included in the Issuet’s current
report No. 49/2012.

e Signing on 21.02.2012 the contract with Brista 2KB to “Manufacturing, delivery and assembly of a steel
structure together with the detailed design documentation, delivery and assembly of walling and roofing of
the facilities of Brista 2, Marsta, Sweden”. The value of the contract equals PLN 49.0 million (gross).

e Signing on 19.06.2012 by the consortium of ZRUG Sp. z o0.0. (the leader) and Polimex-Mostostal S.A. the
contract with GAZ-SYSTEM S.A., the Operator of Gas Transmission Pipelines for “The construction of
DN700 Szczecin — Lwéwek Gas pipeline Stage 1 and 2”. The value of the contract amounts to PLN 268.7
million, of which PLN 48.0 million (gross) is attributable to Polimex-Mostostal.

The description of other significant contracts and events which occurred in 2012 is presented in the sections of

this Report that follow.
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2. Review of operating and financial position
2.1. Profit

In 2012 Polimex-Mostostal S.A. generated sales revenue in the amount of PLN 3,138,990 thousand (a decrease
of 13.3% as against comparative data for 2011). Net loss in 2012 amounted to PLN 1,122,247 thousand (as
compared to the loss of PLN 171,451 thousand in 2011). Operating activity resulted in the loss of PLN -834,066
thousand (as against the loss of PLN 188,691 thousand in 2011). The value of EBITDA amounted to PLN -
769,988 thousand (as against PLN -128,831 thousand in 2011).

Financial results of Polimex-Mostostal S.A. in 2012 are presented below:

PLN thousands 2012 2011 Change
Revenue from sales 3138 990 3622 392 -13.3%
Cost of sales -3 786 841 -3703 636 2.2%
Gross profit -647 851 -81244 697.4%
Other operating income 16 612 21 366 -22.3%
Selling costs -26 702 -29 114 -8.3%
Administrative expenses -94 104 -88 860 5.9%
Other operating costs -82 021 -10 839 656.7%
Profit from continuing operations -834 066 -188 691 342.0%
Finance income 16 672 40 713 -59.0%
Finance costs -392 395 -63 428 518.6%
Profit before tax -1209 789 -211 406 472.3%
Income tax -87 542 -39 955 119.1%
Net profit -1122 247 -171 451 554.6%
EBITDA -769 988 -128 831 497.7%

Financial results of Polimex Mostostal S.A.
in PLN thousands

02012 m2011
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The continued analysis of financial and economic position of the Polimex-Mostostal S.A., including a multistage
verification of the budgets of long-term contracts, became the basis for the introduction of major adjustments in
the financial statements. In the income statement they referred mostly to the adjustment of a fundamental error,
charged to the financial result of 2011, arising from measurement of long-term contracts performed by the
Company. The effect of identified adjustments mentioned above on the net profit of Polimex-Mostostal S.A. in
2011 amounted to PLN - 234.009 thousand. For detailed description of the adjustment of error see Note 10 of
the Financial Statements of the Company for 2012.

Making significant amendments to cost budgets relating to concluded contracts had a definitely negative effect
on Company’s performance in 2012. As the adjustments of contracts related both to reversal of profits
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recognised in previous periods and reflected a significant decrease of the estimated profitability of performed
contracts, which in case of anticipating a loss on execution of a portion of contracts, in line with IAS 11, had to
be immediately reflected in recognition of the entire expected loss by making appropriate provisions. Significant
changes were made in particular for contracts executed in Road and Railroad, Power Engineering and General
Construction Segments. (Note 14.2 to the Financial Statements of the Company for 2012).

In line with IAS 36 impairment tests were conducted for all investments in the companies. The tests showed that
as at the date of preparation of these financial statements there is a need to impair the investment for the shares
in the following companies: Coifer Impex SRL — the impairment of PLN 50,410 thousand, Prinz-1 Sp. z o0.0. —
the impairment of PLN 15,125 thousand, Centrum Projektowe Polimex-Mostostal Sp. z 0.0. — the impairment of
PLN 1,999 thousand, PXM - Projekt Poludnie Sp. z o.0. — the impairment of PLN 1,276 thousand, Zaklad
Transportu Grupa Kapitatowa Polimex Sp. z o.0. — the impairment of PLN 1,045 thousand, Energomontaz —
Pétnoc Magyarorszag Sp. z 0.0. — the impairment of PLN 1,408 thousand, Polimex-Mostostal Ukraina SAZ —
the impairment of PLN 9,340 thousand, Turbud Sp. z o.0. in liquidation - the impairment of PLN 2,422
thousand, Elektra Sp. z o.0. — the impairment of PLN 203 thousand, Polimex — Cekop Development Sp. z o.0. —
the impairment of PLN 3,488 thousand, Polimex — Hotele Sp. z 0.0. — the impairment of PLN 589 thousand,
Grande Meccanica SpA — the impairment of PLN 9,773 thousand, Polimex — Development Krakéw Sp. z 0.0. —
the impairment of PLN 81,381 thousand, Polimex — Mostostal Development Sp. z o.0. — the impairment of
PLN 27,395 thousand. The total amount of impairment made on investment in 2012 amounted to PLN 205,854

thousand.

Due to the weak market posing a real risk of unfulfilling previously assumed financial projections for years 2013-
2017, implemented process of operating and financial reorganization of the Company resulting in, for example,
reduction of employment, maintaining of which at a specified level is one of the key conditions of the Permit
obtained on 23 July 2008 to conduct business activity in the Tarnobrzeg Special Economic Zone, Polimex-
Mostostal S.A., applying the prudence principle, made a decision to write off the recognized asset in its full
amount i.e. PLN 38.3 million as at the statement of financial position date (Note 15.3 to the Financial Statements
of the Company for 2012).

The financial position of the Company was described in detail in Note 7.1. to the Financial Statements of the

Company for 2012. In the note mentioned above the Issuer included information on conducted measures, which

in his opinion will result in gradual improvement of the Company’s situation. They include, among other things:

- operating restructuring of the Company in order to reduce operating costs by reduction of administrative
expenses, centralization of purchases, optimization of organizational structures, optimization of contract
backlog;

- execution of the divestment programme i.e. the programme to sell by the Company assets not related to its
core activity (under the Agreement on Regulations of Debt Servicing the Company assumed an obligation to
make a due effort so as to generate proceeds of at least PLN 600 million by 31 December 2015);

- prospects of exercising rights issue and warrants by the Agency for Development of Industry;

- execution of large modernization projects in the Polish power engineering sector in Opole and in Kozienice,

which have an enormous importance for maintain the national energy security.

2.2. Assets amount and structure

The total assets of Polimex-Mostostal S.A. as at 31.12.2012 amounted to PLN 2,656,976 thousand (a decrease of
15.8% as against comparative data as at 31.12.2011). As at 31.12.2012 non-current assets amounted to PLN
1,159,761 thousand (a decrease of 8.7% as against comparable data at 31.12.2011), and current assets amounted
to PLN 1,342,748 thousand (a decrease of 28.8% as against comparable data at 31.12.2011). The largest item in
the structure of fixed assets was property, plant and equipment and financial assets constituting 17.9% and
17.2% of total assets, respectively. Trade and other receivables constituting 32.2% of total assets were the largest

item of current assets.
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The amount and structure of Company’s assets at 31.12.2012 were as follows:

PLN thousands 31.12.2012 % of assets 31.12.2011 % assets

Non-current assets 1159 761 43.6% 1270 630 40.3%
Plant, property and equipment 475 885 17.9% 632 564 20.0%
Investment property 14 833 0.6% 52 380 1.7%
Intangible assets 13175 0.5% 23 457 0.7%
Financial assets 457 467 17.2% 454 387 14.4%
Non-current receivables 25124 0.9% 22741 0.7%
Non-current prepaid expenses 0 0.0% 0 0.0%
Deferred tax assets 173 277 6.5% 85101 2.7%
Current assets 1342748 50.5% 1885 763 59.7%
Inventoties 161 169 6.1% 195 948 6.2%
Trade and other receivables 854 448 32.2% 1431 391 45.3%
Income tax receivable 0 0.0% 10 101 0.3%
Prepaid expenses 7 643 0.3% 10 894 0.3%
Cash and cash equivalents 162 235 6.1% 176 594 5.6%
Financial assets 157 253 5.9% 60 835 1.9%
Non-cutrrent assets available for sale 154 467 5.8% 0 0.0%
TOTAL ASSETS 2 656 976 100.0% 3156 393 100.0%

2.3. Liabilities amount and structure

The structure of sources of financing of the Company’s assets at 31.12.2012 is given below:

% of equity and

% of equity and

PLN thousands 31.12.2012 Habilitics 31.12.2011 liabilifies

Equity 13 939 0.5% 722 492 22.9%
Issued capital 20 846 0.8% 20 846 0.7%
Share premium 738 237 27.8% 738 237 23.4%
Untegistered share issue 412 500 15.5% 0 0.0%
Supplementaty capital 618 552 23.3% 555 994 17.6%
Other capital -444 924 -16.7% -444 924 -14.1%
Reserve capital 32 086 1.2% 32 086 1.0%
Revaluation reserve 27 0.0% -1167 0.0%
Retained earnings -1363 385 -51.3% -178 580 -5.7%
Liabilities 2643 037 99.5% 2433901 77.1%
Non-current liabilities 1098 620 41.3% 249 904 7.9%
Current liabilities 1544 417 58.1% 2183997 69.2%
TOTAL EQUITY AND LIABILITIES 2 656 976 100.0% 3156 393 100.0%

Equity of Polimex-Mostostal S.A. as at 31.12.2012 amounted to PLN 13,939 thousand (a decrease of 98.1% as
against comparative data at 31.12.2011), and liabilities amounted to PLN 2,643,037 thousand (an increase of

8.6% as against comparative data at 31.12.2011). The share premium, constituting 27.8% of total equity and

liabilities, was the largest item in equity structure. In connection with reported losses retained earnings amounted
to PLN -1,363,385 thousand. Current liabilities constituting 58.1% of total liabilities and equity were the largest

item of liabilities.
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2.4. Liquidity

In 2012 at Polimex-Mostostal S.A. there was a decrease of net cash and cash equivalents in the amount of PLN
14,359 thousand. Cash and cash equivalents as at the end of 2012 amounted to PLN 162,235 thousand. Net cash
from operating activities amounted to PLN -366,215 thousand (PLN 47,892 thousand in 2011). Net cash from
investing activity amounted to PLN 85,676 thousand (PLN -88,865 thousand in 2011) and net cash from
financing activity amounted to PLN 266,180 thousand (PLN -63,367 thousand in 2011).

2.5. Ratio analysis

Current and quick liquidity ratios of Polimex-Mostostal S.A. were 0.9 and 0.8 respectively, i.e. similar as in the
comparative period. With rising level of liabilities and decreasing of the statement of financial position total, the
debt ratio cleatly increased. Due to the reported major losses, the profitability ratios are significantly negative.

Financial ratios for Polimex-Mostostal S.A.: 31.12.2012  31.12.2011
Current liquidity ratio (current assets : current liabilities) 0.9 0.9
Quick liquidity ratio((current assets less inventories less prepaid expenses) : current liabilities) 0.8 0.8
Debt ratio ((total equity and liabilities less equity) : total assets) 99.5% 77.1%
Net profit margin (uet profit attributable to equity holders of the parent : revenue from sales) -35.8% -4.7%
EBITDA margin (EBITDA : revenue from sales) -24.5% -3.6%

Earnings per share (net profit attributable to equity holders of the parent : weighted average number of 515 0.33
shares) - o

2.6. Information on loans, borrowings drawn and issued debentures

At the end of 2012, the balance of loans and borrowings drawn by Polimex-Mostostal S.A. (excluding the
Debenture Issue Scheme and consolidation) amounted to PLN 497.89 million, of which bank loans were PLN
490.42 million and loans drawn were PLN 7.47 million (including interest accrued but not payable).

In order to improve the financing structure the divestment process started in 2011, which includes the disposal
of a portion of financial and developet’s assets, was continued. At the same time the restructuring process for
the Group, which is aimed at the further reduction of costs of operations of business units and at the
improvement of their efficiency, is conducted. To ensure the continued financing of the Company, “The
Agreement to refrain from enforcement of liabilities" (the Standstill Agreement) was concluded with the
Creditors on 24.07.2012 and the Agreement on Regulation of Debt Servicing was concluded on 21.12.2012 with
the Banks: PKO BP S.A., PEKAO S.A., Bank Millennium S.A., Kredyt Bank S.A. (currently Bank Zachodni
WBK S.A) and BOS S.A., with Guarantors (Polimex-Development Krakéw Sp. z 0.0., Polimex-Mostostal
Development Sp. z 0.0., BR Development Sp. z 0.0.) and Debenture Holders, which are described in more detail
in Section 11 of this report.

In the opinion of the Board the above mentioned actions and the value of assets intended for potential sale will
improve the liquidity and as a result will lead to the reduction of debt and a permanent stabilization of the
financial position of the Company.

Under the provisions of the agreement concluded by Polimex-Mostostal S.A. on 21.12.2012 mentioned above

and described in Section 2.11 of this report the Agreement on regulations of debt servicing, the following loan
contracts were settled:

- working capital non-revolving facility in the convertible currency (EUR) granted by PKO BP S.A. up to

the amount of EUR 3.4 million as of 21 December 2012 the loan was converted into a loan in PLN.
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The balance of debt as at the end of 2012 amounted to PLN 7.32 million and the limit was set at the
amount utilised as of 24.07.2012 i.e. PLLN 7.32 million.

- working capital non-revolving facility in the Polish currency granted by PKO BP S.A. up to the amount
of PLN 11.2 million. The balance of debt as at the end of 2012 amounted to PLLN 5.78 million and the
limit was set at the amount utilised as of 24.07.2012 i.e. PLLN 5.78 million

- the loan in the maximum amount of PLN 21.5 million (i.e. 25% of the granted limit) under the
multipurpose credit limit at PKO BP S.A. in the amount of PLN 86.0 million. As at 31.12.2012 there
was no debt and the limit was set at the level of PLN 21.5 million.

- abank overdraft in the amount of PLN 50.0 million granted by Bank Ochrony Srodowiska S.A. as at the
end of 2012 debt amounted to PLN 44.42 million, and the limit was set at the amount utilised as at
24.07.2012, i.e. PLN 47.93 million.

- a working-capital facility in a current account in the amount of PLN 40.0 million granted by Kredyt
Bank S.A. (currently Bank Zachodni WBK S.A.). As at 31.12.2012 the debt amounted to PLN 39.3
million, and the limit was set at the level of PLN 40.0 million.

- the contract of a loan in the form of multipurpose multicurrency credit line in the total amount of PLN
420.0 million made available by PEKAO S.A. The loan was made available in the form of: (a) a working
capital facility up to PLN 200.0 million (of which: PLN 50.0 million is a bank overdraft; PLN 150
million a revolving credit facility in a form of tranches to finance contracts that are being executed), (b)
bank guarantees granted by the Bank up to the total amount not exceeding PLN 250.0 million; however,
utilisation of PLN 250.0 million depends on decreasing the drawing of the working capital facility by
PLN 30.0 million. On 03.04.2012 under an annex, the Parties agreed that the credit facility may be
utilized by the Company in the form of a revolving loan in the credit account in the amount of PLN
36.0 million allocated for prefinancing of the return of VAT by the Tax Office to which the Company is
entitled. At the end of 2012 debt under the bank overdraft amounted to PLN 199.01 million and the
limit was set at PLN 200.0 million (the loan to service VAT was distinguished as a separate product).

- the investment loan for PLN 150.0 million granted by PKO BP S.A. the tied loan assigned to financing
capital expenditure on construction within the Tarnobrzeg Special Economic Zone (TSEZ) Siedlce Sub-
zone, of a steel structure plant, galvanising plant and a paint shop. A portion of the loan denominated in
a foreign currency was converted into PLN. The balance of debt as at 31.12.2012 amounted to PLN
93.52 million and the limit was set at the amount utilised as of 24.07.2012 i.e. PLN 93.52 million

- non-revolving working capital facility acquired with the incorporated company of ECeRemont Sp. z o.0.
concluded with PKO BP S.A. in the amount of PLN 0.6 million. The balance of debt as at 31.12.2012
amounted to PLN 0.05 million and the limit was set at the amount utilised as of 24.07.2012 i.e. PLN
0.05 million

- the contract for a revolving working capital facility in the Polish currency in the amount of PLN 100.0
million, with an Annex of 29.05.2012 was increased to PLN 200.0 million. As at 31.12.2012 the
utilization of the loan amounted to PLN 69.99 million and the limit was set at the amount utilised as of
24.07.2012 ie. PLN 199.99 million As at the date of preparation of this report an annex was signed
with PKO BP S.A. adjusting the provisions of the contract to the terms and conditions of the agreement
on regulations of debt servicing, for more details see Section 2.11 of this report.

Interest rates for loans covered by the above mentioned agreement on regulations of debt servicing was based on
WIBOR 3M + margin, the loans were converted into a working capital facilities and additionally secured by
Polimex-Mostostal S.A. The above loans will be repaid in line with the schedule agreed by the parties to the
above mentioned Agreement on Regulations of Debt Servicing by 31.12.2016.

The working capital facility in the amount of PLN 20.0 million granted by Bank Millennium S.A. repayable by
20.03.2012, which was extended with the annex of 16.03.2012 until 19.04.2013, was excluded from the
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provisions of the above mentioned agreement on regulations of debt servicing except for the procedure of giving
consent by the creditors. As at the end of 2012 within the credit facility there was debt of PLN 20.0 million.
The interest rate remained unchanged i.e. it is based on WIBOR 1M plus margin.

The crediting banks which did not enter into the Standstill Agreement and then into the Agreement on

Regulations of Debt Servicing continued co-operation under settlements and understandings concluded in

2012:

The agreement to transfer rights to cash to secure liabilities arising from a working capital facility up to
PLN 35.0 million concluded on 24.07.2012 under the standstill agreement Under the agreement Bank
BGZ S.A. made its securities on cash raised in the accounts of Polimex-Mostostal at this Bank. During

2012 the rules for repayment of the loan were frequently renegotiated (annexes were concluded on
30.05.2012, 12.06.2012 and 28.06.2012). Final settlement of mutual liabilities and receivables was made
on 21.09.2012.

The settlement of 27.07.2012 on exercising obligations atising from multipurpose multicurrency credit
facility in the amount of PLN 47.0 million, which may be used in the form of bank guarantees up to the
total amount not exceeding PLN 47.0 million, granted by BPH S.A. and repayable by 30.11.2012,
decreased with the annex of 16.05.2012 to PLN 23.5 million. Under the settlement the principal is
repaid in 8 equal monthly instalments with the first instalment set at 03.08.2012 at the latest and the final
repayment and closing of the account at 04.03.2013. As at 31.12.2012, debt amounted to PLN 5.97
million. The rate of interest was determined based on WIBOR 1M plus margin. As of the date of
preparation of this report, the loan was repaid at the date agreed as above.

The settlement of 31.07.2012 on exercising obligations arising from a working capital facility for the
amount of EUR 3.0 million concluded with DZ Bank Polska S.A. repayable by 31.10.2012. Under the
settlement the principal was repaid in 4 monthly instalments decreased by the amount of PLN 5.0
million payable on the date of concluding the settlement. The maturity of the last instalment was on
24.11.2012. The credit facility was repaid in accordance with the terms and conditions of the settlement.

The settlement of 24.07.2012 on exercising obligations arising from the credit facility made available by
ING Bank Slaski in the amount of PLN 200.0 million which may be utilised in the form of a loan in the
amount up to PLN 30.0 million and valid until 30.11.2012. Under the settlement the principal is repaid
in 8 equal monthly instalments with the first instalment due on 31.07.2012 at the latest. As at 31.12.2012,
debt amounted to PLN 5.01 million. The rate of interest was determined based on WIBOR 1M plus
margin. As at the date of preparation of this report, the loan was repaid (the payment of the last tranche
was on 28.02.2013).

Moreover, in 2012 the following loans were repaid:

The bank overdraft in the amount of PLLN 0.5 million concluded with Bank DnB Nord Polska S.A.
repayable by 29.06.2012.

The investment loan acquired with the incorporated company of EPE Rybnik Sp. z o.0. concluded with
Bank DnB Notd Polska S.A. in the amount of PLN 0.5 million and repayable by 31.03.2013.

The contract for a credit limit concluded with Bank DNB Nord Bank Polska S.A., together with
Energomontaz-Pénoc Gdynia Sp. z o.0. and Energop Sp. z 0.0., the subsidiaries. Under the granted
limit the parties to the contract could utilise the guarantee limit up to PLN 27.0 million, additionally
Energomontaz-PéInoc Gdynia Sp. z 0.0. could utilise a bank overdraft up to the maximum of PLN 5.0

million. The rate of interest was determined based on WIBOR 1M plus margin. The final availability
date was set at 30.06.2012.

At the end of 2012 the weighted average margin for loans taken out by Polimex-Mostostal S.A. (not including

the Debenture Issue Scheme) calculated based on the amount of financing granted to the Company amounted
to: for loans in Polish zloty WIBOR 1M + 1.3125 p.p., WIBOR 3M + 2.2500 p.p.
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In 2012 Polimex-Mostostal also utilised loans drawn at the following companies: Depolma GmbH, Polimex

Hotele Sp. z 0.0. and Polimex-Cekop Development Sp. z 0.0.:

The loan contract of December 2004 concluded with Depolma GmbH repayable by 10.12.2016. As of
31.12.2012, debt amounted to EUR 0.2 million (excluding accrued undue interest). The rate of interest was
determined based on EURIBOR 12M plus margin.

The loan contract of December 2006 concluded with Polimex Hotele Sp. z o.0. in the principal amount of
PLN 1.9 million with the repayment date extended by 31.12.2016. The rate of interest was determined based
on WIBOR 1M plus margin.

The loan contract of 23.10.2012 concluded with Polimex-Cekop Development Sp z o.0. in the amount of

PLN 6.0 million, and then under the annex of 18.12.2012 decreased to PLN 1.12 million repayable by
31.12.2015. The rate of interest was determined based on WIBOR 1M plus margin.

The loan contract of 20.12.2012 concluded with Polimex Cekop Development Sp. z o.0. in the amount of
PLN 3.31 million repayable by 31.12.2015. The rate of interest was determined based on WIBOR 1M plus

margin.

At the same time in 2012 the Company co-operated with the Banks under the following factoring contracts:

the contract to provide e-financing services of 14.01.2011 concluded with PEKAO S.A. with the limit of
PLN 120.0 million and the maximum clearing cycle until 31.12.2012. The contract was terminated eatly
before its expiry date i.e. as of 30.09.2012.

the reverse (maturity) factoring contract of 18.07.2011 concluded with Bank Millennium S.A. with the limit of
PLN 18.0 million and expiry date on 17.07.2012, the limit was not extended.

the factoring contract of 18.07.2011 concluded with Bank Millennium S.A. with the limit of PLN 18.0 million
and expiry date at 17.07.2012 (the contract was not extended and is in force by the date of repayment of
liabilities the Bank financed under it i.e. by 31.03.2015),

the factoring contract of 29.09.2011 concluded with Bank Millennium S.A. with the limit of PLN 20.5 million
and expiry date at 28.09.2012 (the contract was not extended and is in force by the date of repayment of
liabilities the Bank financed under it i.e. by 31.05.2014),

the factoring contract of 29.09.2010 concluded with Bank Millennium S.A. with the limit reduced to PLN
76.3 million, extended by 15.03.2012 (the contract was not extended and is valid until the date of repayment
of debt financed by the Bank under this contract i.e. until 31.03.2013),

the factoring contract with risk taking of 24.11.2010 concluded with Bank Millennium S.A. with the limit of
PLN 150.0 million, extended by 31.12.2011 (the contract was not extended and is valid until the date of
repayment of debt financed by the Bank under this contract i.c. until 31.03.2013),

the reverse factoring contract of 08.12.2011 concluded with Raiffeisen Bank Polska S.A. with the limit of
PLN 60.0 million, decreased with the annex of 13.03.2012 to PLN 29.0 million. The limit was isolated within
the contract for debt limit in the amount of PLN 100.0 million. Under the limit invoices could be submitted
by 31.08.2012 and the final date of the utilisation of the limit is on 28.09.2012. The limit expired.

In connection with conclusion of the standstill agreement and the agreement on regulations of debt servicing

described in Section 2.11 new factoring contracts were not concluded.

Under the Debenture Issue Scheme the total liability arising from the debentures issued by Polimex-Mostostal
S.A. as at 31.12.2012 amounts to PLN 143.9 million. The original amount of debt on this account amounted to
PLN 400 million. The change in the level of debt in 2012 was the result of the following events:

v’ by 31.12.2012 liabilities arising from debentures decreased by PLN 5.1 million under settlements with
three debenture holders
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v" under provisions of the Agreement on Regulations of Debt Servicing concluded by the Company with
its Financial Creditors on 21 December 2012 debentures of the nominal value of PLN 250 million were
converted into the Company's shares of a new issue *

*) the increase of share capital, including the conversion of debentures, was registered on 22 January 2013.

In line with the Agreement on Regulations of Debt Servicing signed on 21.12.2013 interest on liability arising
from debentures will be accrued and repaid quarterly, the first date of repaying interest was agreed on
28.06.2013. The repayment of the nominal of the liability arising from debentures will be in quarterly instalments
starting from 30.06.2015 to 31.12.2016.

2.7. Information on granted guarantees and borrowings

The amount of guarantees granted by Polimex-Mostostal S.A. as at 31.12.2012 was PLN 275.2 million, of
which for Capital Group companies it was PLN 274.5 million. Energomontaz-PéInoc Gdynia Sp. z o.0. is the
largest beneficiary of guarantees delivered, Polimex-Mostostal S.A. granted guarantees for Bank Millennium S.A.
for drawn credit and guarantee facilities, which amounted in total to PLN 51.6 million. The second largest
beneficiary of guarantees is Torpol S.A., for which as at the end of December 2012 Polimex-Mostostal S.A.
granted guarantees in the total amount of PLN 39.3 million for BZ WBK S.A., Alior Bank S.A., DnB Nord
Polska S.A., Bank Millennium S.A. an account of loan contracts and for PZU S.A., BGZ S.A., PEKAO S.A. on
account of guarantee facilities.

Apart from the companies mentioned above, Polimex-Mostostal S.A. delivered guarantees for repayment of
loans and guarantee liabilities/bill payables/ payment liabilities drawn by: PRINZ-1 Sp. z o.o. (PLN 20.1
million), Centrum Projektowe Polimex-Mostostal Sp. z o.0. (PLN 21.6 million), Sefako S.A. (PLN 13.1 million),
Turbud Sp. z o.0. (PLN 0.8 million), WBP Zabrze Sp. z 0.0. (PLN 5.3 million), PxM Projekt-Potudnie Sp. z o.o.
(PLN 3.0 million), Stalfa Sp. z o.0. (PLN 14.3 million), Grande Meccanica SpA (PLN 37.4 million i.e. EUR 9.2
million) SC Coifer Impex stl (PLN 32.1 million i.e. EUR 7.8 million), PPU Elektra Sp. z o.0. (PLN 5.2 million),
Modut System Serwis Sp. z 0.0. (PLN 4.6 million), Energop Sp. z 0.0. (PLN 23.4 million), Tchervonograd Metal
Structure Plant (PLN 0.2 million), ZUT Sp. zo.o. (PLN 1.0 million) and ZT Sp. z o.0. (PLN 1.5 million).

Under the Standstill Agreement concluded on 24 July 2012 and the Agreement on Regulations of Debt Servicing
concluded on 21 December 2012 Polimex-Mostostal S.A. may extend granted guarantees without increasing
their amount. The exception is guarantees for subsidiaties held for sale, where the guarantees may be extended
only in the period before the disposal of the company.

In 2012 Polimex-Mostostal S.A. granted new loans to Group Companies under contracts listed below:

e The contract of 04.04.2012 granting Polimex-Development Krakéw Sp. z 0.0. a loan in the amount of PLN
0.19 million for financing current activities and the implementation of investment tasks in the 1st half of
2012. The rate of interest was determined based on WIBOR 1M plus margin. The loan was repayable on
31.12.2012. Under the concluded annex the final repayment date was postponed until 31.12.2013 and it was
agreed with the repayment dates of investor’s loans concluded by the Company with PKO BP S.A.

e The contract of 16.05.2012 granting Polimex-Development Krakéw Sp. z 0.0. a loan in the amount of PLN
0.45 million for financing its current activities in the 1st half of 2012 and to settle charges on a perpetual
usufruct of the real estate located in Katowice. The rate of interest was determined based on WIBOR 1M
plus margin. The loan was repayable on 31.12.2012. Under the concluded annex the final repayment date
was postponed until 31.12.2013 and it was agreed with the repayment dates of investor’s loans concluded by
the Company with PKO BP S.A.

e The contract of 28.05.2012 granting ZBI TURBUD sp. z 0.0. a loan in the amount of PLN 1.0 million to
finance the works related to the execution of the facility of the Youth Education Centre located in Plock.
The rate of interest was determined based on WIBOR 1M plus margin. The loan was repayable on
31.12.2012. The loan was not repaid timely and in December 2012 the Company filed a request to declare
bankruptcy.
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Moreover, in the reporting period the following annexes to the previously concluded loan contracts were signed:

to the contract of 27.05.2011 granting PRInz Sp. z 0.0. a loan in the amount of PLN 2.5 million to finance
its current operations. The rate of interest was determined based on WIBOR 3M plus margin. Under the
concluded annex the amount of the loan was decreased to the remaining balance to be paid off i.e. PLN 1.8
million (the principal without accrued undue interest) and the final repayment was shifted to 31.12.2012.
Another annex extended the repayment date by 31.12.2013.

to the Understanding on the restructuring the loans of 20.05.2010, under which the loans granted to former
Biprokwas Sp. z o.0. and former Energotechnika-Projekt Sp. z o.0. — at present Centrum Projektowe
Polimex-Mostostal Sp. z 0.0. — were consolidated. The rate of interest was determined based on WIBOR 1M
plus margin. Under the concluded annexes the payment of the loan instalments was shifted to 30.09.2013
and the final repayment date is on 31.10.2014.

to the contract of 29.04.2010 granting Polimex-Mostostal Ukraine a loan in the amount of USD 1.0 million
for partial financing of investment process in galvanising plant in Zhytomyr. The interest rate is fixed. Under
the concluded annexes the repayment date was postponed until 31.03.2013.

to the Contract of 06.12.2010 granting ZBI Turbud Sp. z o.0. a loan in amount of PLN 1.5 million for
financing of the current activities and preparation works for the new investment at ul.Jachowicza and ul.11
listopada in Plock. The rate of interest was determined based on WIBOR 1M plus margin. Under the
concluded annex the amount of the loan was decreased to the remaining balance to be paid off i.e. PLN
0.28 million (the principal without accrued undue interest) and the final repayment was shifted to
30.04.2013

to the Contract of 27.01.2011 granting Polimex-Mostostal Ukraine a loan in the amount of USD 7.05 million
for partial financing of investment process in galvanising plant in Zhytomir. The interest rate is fixed. Under
the concluded annex the repayment date was postponed until 31.03.2013.

to the Contract of 30.08.2010 granting Polimex-Mostostal Ukraine a loan in the amount of USD 1.75 million
for partial financing of investment process in galvanising plant in Zhytomyr. The interest rate is fixed. Under
the concluded annex the repayment date was postponed until 31.03.2013.

to the contract of 06.12.2010 granting Polimex-Mostostal Ukraine a loan in the amount of USD 0.3 million
for partial financing of investment process in galvanising plant in Zhytomyr. The interest rate is fixed. Under
the concluded annex the repayment date was postponed until 31.03.2013.

to the contract of 23.03.2010 granting Polimex-Mostostal Development Sp. z 0.0. a loan in the amount of
PLN 6.0 million for financing of the investment at ul. Pustuleczki in Warsaw. The rate of interest was
determined based on WIBOR 3M plus margin. Under the annex the repayment date was set at 31.12.2013.
(contracts for loans taken out by Polimex-Mostostal Development Sp. z 0.0. at Noredea Bank Polska S.A.
were terminated, subordination of the repayment of loans expired).

to the contract of 09.11.2009, granting Polimex-Development Krakéw Sp. z o.0. a loan in amount of PLN
2.5 million for financing the current activities including among others costs of projects and fees connected
with completing the investments: “Lelka / Roentgena”, “Pustuleczki / Rolna / Makolagwy” and
“Smulikowskiego”. The rate of interest was determined based on WIBOR 1M plus margin. Under the annex
the repayment date was set at 31.12.2013. (contracts for loans taken out by Polimex-Mostostal Development
Sp. z 0.0. at Noredea Bank Polska S.A. were terminated, subordination of the repayment of loans expired).
to the Contract of 28.09.2007 granting Polimex-Mostostal Development Sp. z 0.0. a loan in amount of PLN
8.2 million for financing of the purchase of lots situated in Warsaw at Roentgena street, in the corner of
Lelka street. The rate of interest was determined based on WIBOR 3M plus margin. Under the annex the
repayment date was set at 31.12.2013. (contracts for loans taken out by Polimex-Mostostal Development Sp.
z 0.0. at Noredea Bank Polska S.A. were terminated, subordination of the repayment of loans expired).

to the contract of 19.05.2011 granting Polimex-Development Krakéw Sp. z 0.0. a loan in the amount of
PLN 2.9 million for financing of current activities of the company in 2011. The rate of interest was
determined based on WIBOR 1M plus margin. Under the annex the repayment date was set at 31.12.2013.
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(contracts for loans taken out by Polimex-Mostostal Development Sp. z 0.0. at Noredea Bank Polska S.A.
were terminated, subordination of the repayment of loans expired).

e to the Contract of 29.01.2010, granting Modut System Serwis Sp. z 0.0. a loan in the amount of PLN 1.0
million. Under the concluded annex the repayment date was postponed until 31.12.2013. The rate of interest
was determined based on WIBOR 1M plus margin. As at the date of preparation of this report the
repayment date of the loan was subordinated to the date of repayment of the loan concluded by the
Company with Raiffeisen Bank Polska S.A.

e to the contract of 19.08.2011 granting SC Coifer Impex stl a loan in the amount of EUR 2.0 million to
finance its current operations. The rate of interest was based on EURIBOR 1M plus margin. The repayment
date was postponed until 31.12.2013.

e to the Contract of 16.08.2010 granting Polimex-Development Krakéw Sp. z 0.0. a loan in the amount of
PLN 2.5 million for financing current activities and the implementation of investment tasks in the 22 half of
2010. The rate of interest was determined based on WIBOR 1M plus margin. Under the annex the
repayment date was extended by 31.12.2013 and it was agreed with the repayment date of investor’s loans
concluded by the Company with PKO BP S.A.

e to the Contract of 01.07.2011 granting Polimex-Development Krakéw Sp. z 0.0. a loan in the amount of
PLN 1.65 million for financing current activities in the 27 half of 2011. The rate of interest was determined
based on WIBOR 1M plus margin. Under the annex the repayment date was extended by 31.12.2013 and it
was agreed with the repayment date of investor’s loans concluded by the Company with PKO BP S.A.

e to the contract of 03.03.2011 granting Polimex-Development Krakéw Sp. z 0.0. a loan in the amount of
PLN 1.7 million for financing current activities in the 1t half of 2011. The rate of interest was determined
based on WIBOR 1M plus margin. Under the annex the repayment date was extended by 31.12.2013 and it
was agreed with the repayment date of investor’s loans concluded by the Company with PKO BP S.A.

Loans granted under the following contracts:

e of 27.05.2011 granting Tchervonograd Metal Structure Plant a loan in the amount of USD 0.9 million to
complete the investment process and support the activity in the scope of pressed grates repayable on
31.03.2012.

e of 23.02.2011 granting PPU Elektra Sp. z o0.0. a loan in the amount of PLN 1.0 million to finance the
repayment of two loan contracts and to finance current operations repayable on 31.03.2012

were repaid in 2012.

On 05.07.2012 the loan contract was signed with Polimex-Development Krakéw Sp. z o.0. in the amount of
PLN 0.89 million for financing its current activities in the 2nd half of 2012 and to settle charges on a perpetual
usufruct of the real estate of the Borrower. The rate of interest was determined based on WIBOR 1M plus
margin. The loan was not paid and the contract extinguished with its expiry date i.e. on 31.12.2012.

At the end of December 2012 the total principal amount of loans paid out by Polimex-Mostostal S.A. equalled
PLN 53.9 million (excluding accrued undue interest), of which PLN 22.7 million of developer loans (excluding

accrued undue interest).

Under the Agreement on Regulations of Debt Servicing concluded on 21 December 2012 Polimex-Mostostal
S.A. may extend a loan granted before the conclusion of the above mentioned agreement and grant new loans up
to the total of PLN 23.0 million.

At the end of 2012, weighted average margins for loans granted by Polimex-Mostostal S.A. and Group
Companies to other Group Companies amounted to:

- for loans in Polish zloty: WIBOR 1M + 2.37 p.p.;

- for loans in Polish zloty: WIBOR 3M + 1.99 p.p.;

- for loans in foreign currency: interest based a fixed interest rate or on EURIBOR 1M + 3.00 p.p.
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2.8. Information on contract performance bonds and bid bonds

As far as the bonds issued at the request of the Company, the year 2012 should be considered as two significant,
different periods — the period by 24.07.2012 and after this date. In the first half of 2012, the parent company to
large extent utilised contract performance and bid bonds delivered by banks and insurance companies. At the
end of June 2012, the value of all bonds, together with the commitment to grant bonds, delivered upon request
of Polimex-Mostostal S.A. translated into Polish zloty amounted to PLN 1,688.1 million. A significant increase
in the Parent Company liabilities arising from issued guarantees as compared to the end of June 2011 (PLN
1,185.7 million) was the result of, among other things, concluding new contracts and the necessity to hedge
appropriately their execution both during the contract execution period and in the guarantee and warranty period
as well as the obligation to secure the reimbursement of the advance payment (e.g. design, execution and
completion of two power blocks for supercritical parameters fuelled with dust of bituminous coal together with
auxiliary systems, of gross electrical 900 MW each i.e. Block 5 and Block 6 at PGE Opole Heat and Power Plant,
modernization of Ernest Pohl’s Stadium in Zabrze — stage I, construction of the “Central Europe” Shopping
Centre in Gliwice, construction of multipurpose building of the International Congress Centre for the City of
Katowice) and the presentation in the off-statement of financial position liabilities of the commitment to grant a
bond by Bank PKO BP S.A., apart from the limits of Polimex-Mostostal S.A. effective in the 1st half of 2012,
the performance bond for the benefit of PGE Opole Heat and Power Plant (PLN 386.12 million). A large
number of tenders in which the Company took part together with the need of submitting the bid security in the

form of bank and insurance guarantees affected significantly the increase in value of the issued guarantees.

In February 2012 Polimex-Mostostal S.A. concluded with PKO BP S.A. the contract to grant an advance
payment reimbursement bond in the amount of PLN 96.5 million for the benefit of PGE Elektrownia Opole
S.A., valid by 15.02.2013. As of the date of preparation of this report, the guarantee facility was extended until
15.05.2013.

In the period by 24.07.2012 Polimex-Mostostal S.A. concluded a number of significant annexes to contracts

effective at that time:

- to the commitment to grant a performance bond issued by PKO BP S.A. Under the annex amendments
were introduced to the commitment consisting in extending the period for which the bond for the benefit of
PGE Elektrownia Opole S.A. should be issued, increasing the value of the bond to PLN 386.1 million and
extending the validity of the commitment by 13.10.2012 Due to signing the Standstill Agreement and
uncompleted process of restructuring the Company, the Bank refused to further extend the commitment,

however, it showed interest in participation in the investment and possibly issuing the bond in the future.

- to the contract for a guarantee facility with BNP Paribas Bank Polska S.A. with the limit of PLN 80.0 million
extending technically the availability period by 18.07.2012,

- to the contract for a multipurpose credit limit with Polbank EFG S.A. which may be used in the form of a
guarantee facility (PLN 100.0 million) extending the availability of the limit by 04.01.2013 (currently
Raiffeisen Polbank S.A.),

- to the framework contract on the rules of granting by the bank guarantees and opening letters of credit with
RBS Bank (Polska) S.A. which decreased the perpetual limit from PLN 200.0 million to PLN 150.0 million
(under the limit - sublimits of PLN 10.0 million for the subsidiaries of Energomontaz-Péinoc Gdynia Sp. z
0.0., Energop Sp. z o0.0. remained at their previous level),

- to the contract for bank guarantee facility with Bank Millennium S.A. decreasing the limit from PLN 163.2
million to PLN 162.0 million. The cooperation under the contract for documentary letters of credit in the
amount of PLLN 10.0 million was ceased as of 08.05.2012,

- to the contract for bank guarantee facility in the amount of PLN 100.0 million at Deutsche Bank Polska S.A.
extending its validity until 29.03.2013,

- to the framework contract to grant bank guarantees, open letters of credit and grant a loan at Credit Agricole
CIB S.A. Branch in Poland. Under the concluded annexes the Parties extended the availability of the limit by
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30.11.2012, renegotiated the terms and conditions of cooperation and decreased the amount of the limit
from PLN 190.0 million to PLN 146.0 million,

- to the contract for multipurpose multicurrency credit facility in the amount of PLN 47.0 million, under
which one may issue bank guarantees up to the total amount not exceeding PLN 47.0 million, granted by
BPH S.A. that may be utilized until 30.11.2012. Under the provisions of the annex of 16.05.2012 the amount
of the limit was decreased to PLN 23.5 million; the Company concluded with the Bank a settlement on
exercising obligations arising from the loan contract (provisions are presented with the description of
Company’s loans),

- to the contract to grant contract insurance bonds within the guarantee limit in the amount of PLN 60.0 million
concluded with TUIR Warta S.A. extending its validity by 09.01.2013. As at the date of preparation of this report
the limit was not extended and is valid by the time the last active guarantee issued under this limit expires.

- to the contract to grant contract performance bonds within the revolving limit of PLN 25.0 million with TU

Euler Hermes S.A. extending the limit availability period until 30.04.2013,

- to the contract with TU Allianz Polska S.A. for granting contract bonds under a revolving limit of PLN 70.0
million extending the life of the contract until 31.12.2012. As at the date of preparation of this report the
limit was not extended and is valid by the time the last active guarantee issued under this limit expires.

- to the contract for co-operation in the scope of issuing insurance guarantees within the limit granted at STU
Ergo Hestia S.A. increasing the limit from PLN 90.0 million to PLN 120.0 million,

- to the contract for granting a guarantee facility at Bank DnB Nord Polska S.A., (the limit of EUR 11.5
million) extending the life of the contract until 31.12.2012,

- to the contract for a credit limit concluded with Bank DNB Nord Bank Polska S.A., together with
Energomontaz-PéInoc Gdynia Sp. z o.0. and Energop Sp. z 0.0., the subsidiaries. Under the granted limit
the parties to the contract may utilise the guarantee limit up to PLN 27.0 million, additionally
Energomontaz-Pétnoc Gdynia Sp. z o.0. may utilise a bank overdraft up to the maximum of PLN 5.0
million. Under the annex the final availability date for bank guarantees was set at 31.12.2012,

and in June 2012 the understanding to the contract to grant guarantees, sureties and open letters of credit

concluded with BGZ S.A.; under the above mentioned understanding the Parties extended the period of

operating the facility in the amount of PLN 78.5 million by 31.05.2013.

As of the date of concluding the Standstill Agreement i.e. 24.07.2012 the commitment of the banks on account
of bonds was set the level of existing bonds (all bank guarantees issued and valid as at 24.07.2012) The expiry of
guarantees after this date did not result in renewing the guarantee limit and the banks were not obliged to grant
new guarantees, increase their amounts or extend the validity period of existing guarantees. Each Company’s
request in this cope could be individually analysed and accepted by banks.

Despite significant impediments many guarantees, especially in the infrastructure construction sector
(construction of motorways) were extended, additionally a guarantee was issued by BGZ S.A. for the guarantee
period in the contract for construction of A4 motorway Strykéw-Konotopa section. This guarantee was a
continuation of a contract performance bond previously issued by this bank. After the date of the Standstill

Agreement the banks refused to issue new guarantees.

On 21.12.2012 a Contract was signed between Polimex-Mostostal S.A. and the banks: PKO BP S.A. (Credit Facility
Agent), Pekao S.A., Millennium S.A., Kredyt Bank S.A. (currently BZ WBK S.A.) and BOS SA (Lenders) for a new
guarantee facility and an attached revolving loan regulating the rules of issuing guarantees within the New Guarantee
Facility for contracts concluded after the date of signing the Restructuring Agreement.

At the end of 2012 the total amount of guarantees issued by the company was PLN 1,478.7 million, of which
bank guarantees PLN 1,347.7 million and insurance guarantees PLN 131.0 million.

The key banks servicing Polimex-Mostostal S.A. in the scope of guarantees are: PKO BP S.A. (PLN 717.0
million), Pekao S.A. (PLN 158.5 million) and Bank Millennium S.A. (PLN 82.9 million). Among issuers of
insurance guarantees, the largest share was attributed to: TUIR Warta S.A. (PLN 39.2 million), and STU Ergo
Hestia S.A. (PLN 61.6 million).
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2.9. Description of external and internal factors significant for development of the Company as well as
business development perspectives, including elements of market strategy

In the opinion of the Board of Directors of the Company the following factors and trends affect significantly the
performance of the Company in the presented period or it is forecasted that they will have a significant effect on

the performance of the Company in the future:

- macroeconomic situation of the Polish economy;

- regulatory environment;

- changes of exchange rates;

- seasonality;

- participation in the execution of large investment projects in the Polish power engineering sector;
- the value of the held backlog;

- restructuring of operating activity and

- conducted divestment measutres.
Macroeconomic situation of the Polish economy

The Company conducts activity mostly in Poland, where a considerable majority of revenue is generated from
construction contracts and from activity in the production segment (manufacturing of steel structures and
rendering hot dip galvanizing services). Due to the fact that the activity in individual sectors, where the Company
operates, is correlated with the business cycle, the key factor having the effect on the Company's operations is
the macroeconomic situation in Poland. In particular, a growth of a real GDP and of industrial production in
Poland, the state of EU member state economies (the key importers of services) and the extent of using the EU
funds influence the demand for the Company’s activity.

In the last years, despite a global slowdown of the economic growth, Polish economy reported better results than
economies of the majority of the EU member states. According to Eurostat data, a growth of real GDP in
Poland amounted to 5.1% in 2008, 1.6% in 2009, 3.9% in 2010 and 4.3% in 2011. In each of these years the pace
of growth of the real GDP in Poland was higher than the average growth rate in the EU, and Poland was the
only EU member state whose real GDB increased in the entire discussed period (according to the Eurostat data).
A vast investment programme implemented in connection with hosting the UEFA European Football
Championship 2012 and absorption of the EU funds contributed to a large extent to the growth of GDP in
2009-2011.

Furthermore, based on Eurostat data it is expected the real GDB will continue to grow in Poland and it will
amount to 2.7% and 2.6% in 2012 and 2013, respectively i.e. it will be faster than the expected average for the
EU, which will amount to 0.0% and 1.3% respectively. Forecasted lower growth of GDP in Poland as compared
to previous years is connected mostly with the financial crisis in the EU member states and a severe dependence
of the Polish economy on exports of goods in particular to the German market. In 2012 there was also a
decrease in investment relating to the completion of preparation to the UEFA European Football Championship
2012 and thinner and thinner stream of EU funds for the years 2007-2013.

According to the estimates of the Polish Central Statistical Office, in 13, 2nd and 3 quarter of 2012 GDP (non-
seasonally adjusted, in constant average prices of the previous year) increased in Poland by 3.6%, 2.3% and 1.4%
respectively as compared to 1st, 2nd and 3rd quarter of 2011, respectively.

The table below presents the growth of real GDP in Poland and selected macroeconomic data for the years
ended 31 December 2009, 2010 and 2011.
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As at 31 December

2011 2010 2009

Growth of real GDP*.......ccccovviviinninicininiciees 4.3% 3.9% 1.6%
Increase of consumer price index** 4.3% 2.6% 3.5%
Increase of buying power of an average monthly gross

remuneration™ ... 1.2% 1.5% 2.1%
Unemployment rate® .........ccooevienieinienicnnienneenneennenes 9.7% 9.6% 8.2%
Gross added value in construction (PLN bn)** ........... 341.0 300.4 293.7
Change in added value in industry** .......c.cccvveirvinnennnee. 6.3% 9.4%, 1.3%
Gross added value in construction (PLN bn)** ........... 105.5 101.0 96.6
Change in gross added value in construction**............... 11.8% 6.4% 11.6%

Source: *Eurostat; ** Polish Central Statistical Office.

The Board of the Company believes that a further growth of GDP in Poland and a general development of the
Polish economy will affect the demand for construction and assembly services in Poland, and this in turn will
have a favourable effect on the activity and operating results of the Company. In particular the Company can see
an opportunity for development in investments for power engineering sector, which will level off a decrease in
other construction segments. However, a significant slowdown of GDP growth in Poland and generally of the
development of the Polish economy could have a negative effect on the activity and operating results of the
Company.

Regulatory environment

The activity if the Company was affected, and as the Company believes will be still affected, by for example
Construction Law, Public Procurement Law, the Act of 28 June 2012 on repayment of certain unsatisfied claims
of entrepreneurs arising from the execution of public procurements, the European Law and international
conventions. Moreover, the activity if the Company was affected, and as the Company believes will be still
affected, by tax regulations, interpretations and recommendations issued by public administration authorities as
well as issued individual administrative decisions or the ones which will be issued by such authorities on matters

relating to conducted activity.

Changes of exchange rates

EUR/PLN exchange rate has a significant effect on the performance of the Company. The main reason for this
situation is the fact that the Company’s reporting currency is PLN, whereas:

- a significant portion of revenue from sales of the Company (from "4 to 1/3 depending on the petiod) is
generated in foreign currencies (mainly the EUR); appreciation of PLN as compared to these currencies has
a negative effect on the Company’s performance as the value of foreign currency revenue expressed in the
reporting currency decreases; if there is depreciation of the domestic currency, the Company reports a
positive effect of this situation; fluctuations of exchange rates have an effect on revaluation of transactions
relating to the above sales which is reflected in financial costs/income of the Company as foreign exchange
translation differences;

- the Company holds shatres and interests in foreign entities; appreciation of PLN as compared to foreign
currencies has a negative effect on the performance of the Company because the value of these assets
expressed in the reporting currency decreases; if there is depreciation of the domestic currency, the
Company reports a positive effect of this situation.
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Due to a significant effect this risk factor has on financial results, the Company implemented exchange risk
management strategies using natural hedging and hedging derivative instruments available on the financial
market. The introduction of formalised exchange risk management strategies allows the use of hedge accounting.
Their main aim is making it possible to symmetrically present the compensating impact on the financial result of

a given period of changes of the hedging instrument fair value and hedged item corresponding to it.

Seasonality

Operations of the Company, similatly to the majority of companies from construction-assembly sector, is
characterized by the seasonality of generated revenue caused by: (i) unfavourable weather conditions in the
winter season, which make it impossible to perform certain construction and assembly works in that period; (ii)
concentration of investment and modernization works performed by most customers in the spring, summer and
autumn season; (iii) customers planning investment cycles in a way that they are completed before the year end
and (iv) concentration of overhaul and modernization works in heat and power plants in the summer months.

The above mentioned factors result in the Company's sales being the lowest in the 15t quarter and the highest in
the 4% quarter.

The Company undertakes activities aimed at reducing the seasonality of sales. These are first of all rendering
services for these branches of industry which are not affected by seasonality or are affected to the smallest extent

and exportts of construction services to countries situated in different climatic zones.
Participation in the execution of large investment projects in the Polish power engineering sector.

On 15 February 2012 the consortium comprising the following companies: Rafako S.A. (the consortium leader),
the Company and Mostostal Warszawa S.A. concluded the largest contract in the history of the Polish energy
sector for the execution of the investment task relating to the construction of No. 5 and No. 6 power blocks at
PGE Elektrownia Opole S.A. The value of contracted works amounts to approx. PLN 11,558.3 million gross, of
which 41.8% is attributable to the Company. The contract for design services was signed by: Energoprojekt-
Katowice S.A., Centrum Projektowe Polimex-Mostostal sp. z o.0. and Rafako Engineering sp. z o.0. The
performance of the contract was threatened due to the proceeding relating to the environmental decision
challenged by the ClientEarth Foundation. On 2 October 2012 the Supreme Administrative Court in Warsaw
revoked the ruling of the Voivodship Administrative Court in Warsaw of 12 January 2012 relating to revoking of
the decision on environmental conditions of approval of the investment and referred the case back to hearing by
the Voivodship Administrative Court in Warsaw. In the session on 19 February 2013 the VAC dismissed the
complaint of the ClientHEarth Foundation on the construction of both power blocks. The decision is not final
and may be appealed against. Before the final decision in this matter, commencement of the implementation of

the investment and the investor (i.e. PGE Elektrownia Opole S.A.) requesting to commence works is doubtful.

On 21 September 2012 a contract was concluded with ENEA Group for the construction of a power block at
Kozienice Power Plant of a gross electrical power of 1075 MWe. The contract is performed by the consortium
of the following companies: Hitachi Power Europe GmbH (the consortium leader) and the Company. The value
of the contract amounts to PLN 6,279.6 million gross, of which 42.7% is attributable to the Company. The
project is executed in accordance with the schedule. The consortium took over the construction site on
2.10.2012. By the date of this report works connected with the construction site establishment were performed,
whereas on 21 January 2013 the basic project was handed over by the consortium to the employer.

The subject projects are crucial in view of financial results of the Company in the next several years.
The value of the beld backlog

In 2012 the share of the Company in the sales of the Group amounted to 76.4%, whereas in the next years,
because of disposal of two major subsidiaries: Sefako and Energomontaz-Péinoc Gdynia, it will grow further.
Thus data on back log of orders of the Capital Group also define the situation of the Company. A favourable
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change in the backlog structure should be noticed. An increase in the share of works for power engineering at

the expense of road works should allow to improve financial result of conducted activity.

Current back log of the Capital Group, not including sales attributable to consortium members, amounts to PLN
11.3 billion and in its entirety refers to concluded contracts. For individual years it is as follows: 2013 — PLN 2.7
billion; 2014 — PLN 3.2 billion; 2015 — PLN 3.1 billion; in the next years PLN 2.3 billion.

Restructuring of operating activity

The programme of correcting the financial and economic position of the Company adopted by the Board of
Directors assumes restructuring of operating activity, which is based on three main objectives: (i) reduction of
fixed costs by means of group redundancies and by making economies arising from centralization of purchasing;
(i) change of functioning of acquisition of new contracts by concentration on high margin projects; (iii)
concentration on core activity of the Company by strengthening competence in the following segments: Power
Engineering and Chemistry, General Construction and Service. Works are performed in accordance with the
schedule. They should be completed in 2013, whereas full effects should be expected starting from 2014. By the
end of May 2015 reduction of costs on account of restructuring of operating activity should amount to at least
PLN 300 million.

Conducted divestment activity

To improve the liquidity, the Company decided to divest subsidiaries and a portion of assets of the enterprises of
the Company, which are not closely related to its core activity. Till the date of preparation of this report, under
the divestment process, the following major transactions were concluded:

- On 24.10.2012 the Issuer concluded with MARS Closed Investment Fund a conditional agreement to
sell all interest held by the Issuer in Energomontaz-Pétnoc Gdynia Sp. z o.0. and the shares of Fabryka
Kottéw Sefako S.A. Both transactions were completed in January and March 2013. They are described

in more detail in Section 9 of this report.

— On 07.01.2013 the agreement concluded between the Issuer and MARS Finance 1 sp. z o.0. to sell three
real properties located in Gdynia, used by Energomontaz-Pétnoc Gdynia Sp. z o.0., was completed. The

transaction is described in more detail in Section 9 of this report.

- On 21.12.2012 the Issuer concluded with ZREW TRASFORMATORY sp. z 0.0. a contract to sell an
organized part of an enterprise of Zaklad ZREW Transformatory. The transaction is described in more

detail in Section 8 of this report.

- On 08.12.2012 the Issuer concluded with Tomasz Kozuchowski a preliminary contract to sell the
entirety of shares held in Zaklad Transportu — Grupa Kapitalowa Polimex Sp. z o.o. Till the date of

preparation of this report the contract was not completed.

The Company received its first proceeds from the transactions of selling assets in the 4t quarter 2012. By the
end of 2015 the total proceeds from divestment should exceed PLN 600 million.

Information on trends

A worsening situation in construction-assembly activity may be seen in the market environment of the Company.
December 2012 was the seventh consecutive downward month in the Polish construction sector. According to
preliminary data of the Polish Statistical Office (GUS)! construction-assembly production (in constant prices)
including investment and repair works carried out domestically by enterprises employing more than 9 persons
was in December 2012 by 24.8% lower as compared to December 2011 and by 11.6% lower as compared to
November 2012.

Y Index numbers of industrial and construction assembly production in December 2012, Polish Central Statistical Office, 18.01.2013.
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As compared to December 2011 the decrease in the level of performed works was reported in all construction
sectors i.e. in enterprises whose main activity is mounting buildings — by 31.4%, in those dealing mostly with civil

engineering works — by 21.5% and the ones performing specialist construction works — by 19.7%.

A drop in index numbers of construction-assembly production is related to the economic slowdown in Poland
and in Europe and to a reduction in investments previously connected with the organisation of the UEFA
European Football Championship 2012 and to a decreasing inflow of funds for investments from the EU 2007-
2012 financial outlook. The Board of the Company projects that in relation to the Company negative trends in

the construction industry will be levelled off by the execution of investments in power engineering sector.

2.10. Description of significant financial issues having an effect on assessment of Company’s ability to

continue its current business activity.
The interim financial statements.

In point 4 of additional explanatory notes to the interim condensed financial statement prepared for the period
from 01.01.2012 to 30.06.2012 the Board informed that there were circumstances indicating a threat for the

Company to continue as a going concern.

In the period of six months ended 30 June 2012 the Company made a net loss of PLN 439.5 million resulting
mostly from remeasurement of executed road contracts, and cash flows from operating activity were negative
and amounted to PLN 418 million. Furthermore, as at 30 June 2012 current liabilities exceeded current assets by
PLN 606 million, and the amount of total current financial liabilities of the Company rose from PLN 546 million
to PLN 1104 million as compared to 31 December 2011.

In the opinion of the Board from this period, the execution of the Standstill Agreement should allow to
conclude understandings with creditors and get financial support from the third parties, which in connection
with the planned restructuring of the Company will allow the Company to continue its operations. Thus the
interim condensed financial statements were prepared with the assumption that the Company would continue as
a going concern and did not include adjustments relating to different methods of measurement and classification
of assets and equity and liabilities, which could have been necessary if the Company would have not been able to

continue its business activity in the period of 12 months of the statement of financial position date.

The Statements were reviewed by Ernst & Young Audit sp. z 0.0., an auditing company. In the opinion of the
auditor without acquiring additional external sources of financing and the final understanding with creditors, the

ability of the Company to continue as a going concern would be severely limited.

Moreover, the auditor indicated that the Board reviewed the budgets of contracts being performed, in particular
the contracts to construct express roads and motorways. The remeasurement lead to significant changes in the
estimated profitability of contracts being performed and in the opinion of the Board it reflected in the best
possible manner the estimate of margins on contracts as at the date of preparation of the interim condensed
consolidated financial statements. While verifying, items and subcontracting contracts were found, which
probably should be included in the previous contract budgets. The Board informed the auditor that it intended
to commission conducting control proceedings in this scope, with the participation of independent experts, to
obtain final measurements of the contracts for specific statement of financial position dates and to get
explanation of potential effect of identified adjustments on the opening balance of 2012. Due to the fact that the
process of verifying contract budgets was not completed by the date of preparation of the Statements, the
auditor was not able to assess the potential effect of this issue on the opening balance and the Interim condensed

financial statements.
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Because of the significance of the issue of the Company continuing as a going concern and the effect it would
have had, if included in the interim condensed financial statements, on the financial result for six months ended
30 June 2012 and on the financial and economic position of the Company as at 30 June 2012, the auditors
decided that they were not able to get sufficient evidence from the review enabling preparation of an appropriate
review report. As a result they did not issue a review report for the interim condensed standalone financial

statements.

Condensed consolidated financial statements
for the 3rd quarter 2012.

The financial statements were prepared on the assumption that the Company would continue as going concern
in the foreseeable future.

In the consolidated financial statements of Polimex Mostostal S.A. Group for the period of 9 months ended 30
September 2012, which were published on 14 November 2012, having verified 13 key and most crucial contracts
being performed by the Company as at 31 December 2011 an adjustment of the 2012 opening balance was made
in the amount of PLN 225,089 thousand. The adjustment of the 2012 opening balance was introduced to the
books in connection with identification of a number of existing contracts and mandate contracts concluded with
subcontractors in 2011 which should have been included in the budgets of contracts measured as at 31
December 2011.  Moreover, budgets of patt of the contracts recognised the financial statements of the Company
and of the Group for the year ended 31 December 2011 did not include documented events of 2011, which
required significant project changes and a complete material scope of works based on the technical documentation
of the contracts and as a result necessary reviews of budgets of measured contracts were not made despite having
appropriate knowledge. At the next stage of verification of long-term contracts 28contracts of the Company, which
were crucial for its activity and had a significant effect on the financial performance of the Company as at the end
of 2011, were analysed. Revenue recognised in 2011 on account of these contracts as compared to the total
revenue of the Company recognized on account of contracts executed amounted to approx. 26% (i.e. PLN 0.9
billion as against PLN 3.4 billion). Taking into account the 13 contracts which were analysed eatlier and on their
verification the adjustment of the 2012 opening balance was recognized in the consolidated financial statements of
Polimex-Mostostal S.A. Group for the period of 9 months ended 30 September 2012, in total 41 contracts of the
company were analysed which constituted 66% of the total revenue of the Company recognized on account of the
contracts executed in the year ended 31 December 2011. These contacts also constituted a set of contracts for the
amounts exceeding PLN 15 million of revenue recognized by the Company in 2011. Furthermore, several
additional minor contracts, which were selected based on different criteria, were also analysed. Verification of the
measurement of 28 contracts revealed the need to adjust the 2012 opening balance for 9 long-term contracts,
and the total effect on the net financial result for 2011 amounted to PLN 8,920 thousand. In 2012 the Company

completed the process of verification of the remaining contracts measured based on the provisions of IAS 11.

Budgeting for long-term contracts

In the reporting period the Board of Directors assessed and reviewed the budgets in the scope of
settlement of contracts executed by the Company based on IAS 11. Performed work is described in detail
in Note 14.2 to the fiancial statements. The review of budgets refers in particular to the contracts for the
construction of express roads and motorways as well as to the contracts in the segments of general

construction and power engineering. The above mentioned action is caused in particular by:

- difficult relationships, often of a dispute nature, or claims with the main customers for the
contracts executed by the Company in the Road and Railroad segment, first of all with the
General Directorate for National Roads and Motorways. while executing the road contracts, the
Company performed a significant scope of additional works, for which as at the statement of
financial position date the Company failed to obtain a satisfactory and appropriate for the scope
of works remuneration,

30



Directors’ report on the operations of Polimex-Mostostal for the year ended 31 December 2012 ‘M m's'?:s};al

GRUPA KAPITALOWA

- entering into the final stage of the works executed under these contracts and related detailed
financial settlements between the parties to the contracts, in particular in the scope of settling

contracts executed on the financial consortium basis,

- a significant rise in the prices of basic materials and raw materials such as fuel, tarmac, aggregate,
concrete, reinforced steel and the rise in the prices of transport services and exploitation of
equipment. The rise in the prices in the period of execution of long-term contracts ranges from

several to several dozen of per cent,

- decided deterioration in the last months of the general position and conditions for activities of
entities operating in the so-called construction industry,

- significant deterioration in the last months of position in the scope of cash flows relating to the

performance of road contracts,

- deterioration of general business situation and anticipated probability of weakening

macroeconomic outlooks in Poland in the near future.

Making significant amendments to cost budgets relating to concluded contracts had a highly negative
effect on Company’s performance. As the adjustments of contracts relate both to the earlier reversal of
profits recognised on these contracts in previous periods and reflect a significant decrease of the estimated
profitability of performed contracts, which in case of currently anticipating a loss on execution of a
portion of contracts, in line with IAS 11, have to be immediately reflected in recognition of the entire
expected loss on a given contract by making appropriate provisions. In particular significant changes were
made on contracts performed in the following segments: Roads and Railroads, Power Engineering and
General Construction.

In 2012 the Company verified stage of material completion of performed works with the participation of
technical consultants. Moreover, the Company commissioned conducting of control procedure explaining
the reasons for irregularities which had arisen with the participation of independent experts. The aim of
conducted works was to determine precisely the correct measurements of contracts, explain the causes of
potential irregularities in measurements in previous reporting periods and estimate the potential effect of
these adjustments on the opening balance and comparative data for 2011. Based on the findings resulting
from the above mentioned procedures an adjustment was made to the opening balance of Company’s
annual financial statements for the year ended 31 December 2012.

Financial position of the Company

Introduction of the adjustments described above, resulting from IAS 11, allows to assess correctly the economic
position of the Company but of major importance for its further functioning is maintaining financial liquidity,
which requires maintaining the value of working capital appropriate for the scale and nature of activity. In
Polimex-Mostostal the value of working capital defined as a difference between current assets (including assets
available for sale) and current liabilities (including current loans) as at 31 December 2012 was negative and
amounted to PLN 47,202 thousand.

The main reason for the occurrence of high level of the negative working capital are described in Note 7.1. to the

financial statements.

2.11. Description of extraordinary factors having an effect on the operations of the Company

Description of extraordinary factors having effect on the operations of the Company are presented in Notes 7.1
and 14.2 to the financial statements.
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2.12. Clarification of differences among financial performance given in annual report and previous

forecasts of financial performance for a given year

Forecasts of financial results of Polimex-Mostostal S.A. for 2012 were not published.

2.13. Basis of preparation of annual financial statements

Basis for preparation of annual financial statements are given in notes and explanations to the Financial
statements.

2.14. Information on dividend paid (or proposed)

In accordance with Resolution No. 7 of the Ordinary General Meeting of Shareholders of 27.06.2012, the net
profit for the financial year 2011 was entirely allotted to the supplementary capital of the Company.

The Company does not expect the dividend for 2012 to be paid due to, among other things, the obligation of the
Company not to pay it resulting from the Agreement on Regulations of Debt Servicing.

3. Risk management

3.1. Description of significant risk factors and threats

The activity conducted by the Company and the Capital Group is exposed to a number of risks relating to both
macroeconomic situation and negative internal occurrences. In 2012 a significant effect on the activity of the
Company and the Group was the result of external events caused by the crisis in the construction sector, for
example bankruptcies of a number of construction companies as well as reducing financing of this sector by
financial institutions including a significant reduction by the banks of availability of loans and contractual
guarantees, when the dates of repaying by the Company of its obligations on account of debentures and working
capital facilities cumulated. Negative market, financial and operating occurrences made it necessary to verify
procedures in the scope of risk management in particular regarding the execution of multiannual contracts in the
construction sector, processes and procedures of devising and verifying budgets of bids and contracts, reporting
their execution and internal control as well as crisis management. Analyses and corrective measures are
conducted by the Company with the co-operation from external consultants and day-to-day monitoring of
operating and financial activity of the Company by its Financial Creditors, with whom the significant agreements
were concluded.

Material external risks identified by the Parent Company and the Group Companies include:

Macroeconomic and political risks;

e risks delaying the development of industries in which the Company operates, both by hindering the
investment process and by failure to implement fully investment assumptions, resignation from the
implementation of investment programmes in crisis stricken sectors or due to the change in the concept in
the scope of investment often occurring after costly for bidders, two stage tendering procedures.

e dependence of financing of investment undertakings at home by the majority of banks operating on the
domestic market on the assessment of the country economic risk, growth prospects for individual industries

and sectors as well as individual business entities from the point of view of foreign decision making centres,

e risk of amendments to statutory legal regulations, made to solve temporary problems including regulations
on tendering procedures and sanctioning of non-market financial conditions in public procurement (delayed
payments, no advance payments towards performed works), while at the same time there are regulations
imposing on contractors or general contractors a statutory obligation to pay or secure payment before

receiving payment from ordering parties/investors, in patticular the public ones.
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Materialisation of risk in the macroeconomic scale in the situation of continuation of long-lasting infrastructure
projects, requiring significant prefinancing of deliveries, works and services, effecting in the accumulation of
tinance liabilities made the Board of the Company take the decision on extraordinary actions (crisis management)
in the scope of credit exposure which resulted in signing on 24 July 2012 with the Financial Creditors of “The
Agreement to refrain from enforcement of liabilities” and on 21 December 2012 the Agreement on Regulations

of Debt Servicing.
Internal risks identified by the Polimex-Mostostal Capital Group entities include:

1) strategic risks:
a) implementation of financial and economic plans,
b) maintaining and building the order portfolio and ensuring the execution of multiannual construction
contracts,

C) lack of competitive balance;

2) operating risks:
a) changes in demand for specialist setvices, including corrosion protection,
b) fluctuations of prices in the commodity markets, mostly of steel and zinc prices,

C) valuation of construction and assembly setvices;
3) financial risks:

a) liquidity (credit),
b) interest rate,
C) foreign currency risk,

d) risk of shortage of new bank and insurance guarantees and of current financing of works/production.

From the point of view of the strategy material risks include the possibility of losing:
e multiannual contracts crucial for the development of the Company and the Capital Group,
e reducing/losing the possibility to execute public procurement contracts,

e Josing the trust of key business partnets.
g y p

Preventing the materialisation of these risks is the main objective for the action of the Company’s Board of
Directors, which is conducting talks with ordering parties, consortium partners and banks as well as insurance
companies in the scope of giving support while issuing bank guarantees necessary to execute the above
mentioned undertakings. These risks are managed at the highest level of Company’s authorities. At the end of
2012 in connection with the restructuring of the operating activity, within the company new organizational units
were established, which were responsible for the system of internal audit, project controlling and fraud risk
management.

Operating risks, a significant risk in this scope is related to the valuation and execution of construction,
service contracts and running production as well as the risk of contractual penalties which is attached to
these contracts. Management of the risk relating to valuation and execution of contracts, which is accumulated at
the basis of the whole Capital Group, requires proper functioning of information flow channels in the vertical
system, uniform procedures for the verification of budgets and cost discipline during the execution of projects.
As at the date of preparation of this report the Company is in the course of works aimed at the implementation
of appropriate procedures such as uniform long-term contract planning and clearing procedures within segments
and the whole Group. In connection with the implementation of power engineering contracts, managing
operating risk is the key task at each level and at every stage of execution and supervision of proper performance
of these contracts. The ability of the Company to timely execute contracts significantly worsened in the reporting
period due to a cumulated high level of demand for prefinancing of works in these contracts with existing
problems with financial liquidity and a crisis on the market in the construction sector. To diminish the effects
of materialized threats, the negotiations are conducted with the ordering parties, decisions are made as to take
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legal action. To minimize materialisation of risks or to limit financial effects of materialization of risks atising
from inappropriate valuation of contracts, the Company implemented procedures and instruments of verification
of budgets of bids and of supervision of contract budgets and it established an organizational unit responsible
for verification of budgets of bids and contracts with the participation of internal and external experts. To this
end, the scope of planning for contracts within the Company was made uniform as far as its reporting, budgeting

and settlement are concerned.

Risk of change of demand for specialist services of corrosion protection — galvanizing and painting of steel
structures in Polimex-Mostostal S.A. Trends observed in construction indicate an increasing interest in hot dip
galvanising services. It is confirmed by a systematic several per cent increase of year-to-year sale that is why the
risk of change in demand may be estimated as average. Service prices depend on the quotations of zinc prices on
the London Exchange - the material which is the main cost generating factor for this scope of activity. In its
contracts with customers for 2013 the Company applied the principle of amending prices depending on the
changes of zinc market prices. The level of this risk and its effect on the Company’s results are measured as

average.

Raw materials price risk. Economical effectiveness of production of the company depends to large extent on
fluctuations in prices of raw materials, mainly steel, aggregates and tarmac. Employment of high class specialists
on market analysis is the basic factor mitigating this type of risk. Moreover, the company has implemented
procedure for central acquisitions (scale economy, feasibility of negotiating lower purchase price). Unfortunately,
implemented procedures were not able to eliminate to a desired extent the negative effect of rising prices of raw
materials and materials in multiannual contracts, in particular in road contracts concluded 2-3 years earlier and

based on fixed prices.

In this scope it is necessary to make procedural changes in the attitude of main investors to the option of
applying price indexation to multiannual contracts, as well as to specify the limit of risk acceptable by the
Company, at the level adequate to the ability to cover costs of the loss of the entire margin planned for the

project.

Risk of losing resources due to fortuitous events, technical failure or theft The Company uses to a large extent
insurance products available on the market, both property insurance (including in the first place liability
insurance, business liability insurance, professional indemnity insurance [designer, architect and construction
engineer insurance], D&O insurance policy and property against random events and against theft and burglary
insurance, electronic equipment insurance, insurance of property in transport) as well as construction/erection
insurance policies arranged under general agreements and individual policies arranged for contracts being
performed. All companies used motor insurance in the scope of third-party liability insurance, comprehensive
motor insurance, theft insurance and accident insurance both under general (fleet) agreements as well as based
on individual policies. The costs of transferring insurable risks are being analysed, together with terms and
conditions of contract insurance required by customers. The risk in this scope is to a large extent transferred
outside the Company, and the costs are included in the costs of execution of contracts. The level of risk in this

scope is measures as low.

Risk of losing resources due to using debt security established on Company’s assets. The risk of creditors
using securities constitutes a significant threat from the point of view of ability of the Company to conduct
activity. Payment gridlocks and the crisis in the construction sector makes creditors to trust less and causes
increased pressure on using securities even if it is not justified by the terms and conditions of the contracts.
Materialisation of this risk to a large extent could unable due and proper execution of agreements and contracts,
which would lead to escalation of contractual sanctions such as imposing contractual penalties, hiring
replacement contractors on the expense of the Company to the termination of contracts through the fault of the
Company.
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Financial risk:

Liquidity risk. In the opinion of the Company this is the risk which is running high. In the present situation
managing this risk is the most important concern to the Board. Maintaining liquidity in the nearest future
requires involvement in projects ensuring neutral and positive cash flows and reducing the range of supporting
subsidiaries in form of loans. Reducing the extent of support for the subsidiaries in the form of loans. The risk
requires constant monitoring and analyses both in short and in long term. Owing to signing on 21.12.2012 the
Agreement on Regulations of Debt Servicing with Financial Creditors, payment of financial liabilities was
postponed for the period from 30.06.2015 to 31.12.2017. Nevertheless, the Agreement imposes on the Company
a number of obligations in particular obligations to: (i) make timely payments to Creditors; (i) generate specified
proceeds on account of disposal of Company’s assets as part of divestment process; (iii) reduce operating costs
to the level specified in the Agreement on Regulations of Debt Servicing; (iv) restructure past due trade liabilities;
(v) maintain financial ratios at the level specified in the Agreement on Regulations of Debt Servicing; and (vi) not
to undertake a number of actions without a prior consent of the Creditors. Failure of the Company to fulfil
obligations arising from the Agreement on Regulations of Debt Servicing may lead to Creditors terminating it,
which in turn will result in demanding payment of all financial liabilities of the Company towards the Financing
Banks and Debenture holders.

At present in the scope of finances, and financial liquidity, the Company introduced elements of crisis
management, whose effectiveness depends to a large extent on external factors. A high level of debt of the
Company and the Group May have significant consequences for the Group, in particular it may affect: (i) limited
ability or no ability of the Group to acquire additional financing from financial institutions for example in the
form of loans or bank guarantees; (i) slowdown of the operations of the Group; (iii) necessity to allot a
considerable portion of cash flows from operating activity to repayment of principal (for the Company starting
from 2015) and interests, which means that these cash flows will not always be available to use as financing of
the Group’s operations or of capital expenditure; (iv) limited flexibility of the Group while planning or
responding to changes in its activity, competitive environment and in the markets, where it operates; and (v)
unfavourable market position of the Group as compared to its competitors, who have lower credit commitment.
Signing with Financial Creditors the Agreement on Regulations of Debt Servicing constitutes a mechanism
minimizing financial risks.

Factors reducing the risk of default are described in Note 7.1 to the financial statements.

Contract performance bond risk. At the stage of submitting tenders, especially in procedures conducted in
accordance with the regulations of the Public Procurement Law it is necessary to submit a bid security, so far the
Company has met this requirement using bank and insurance bid bonds. Concluding the contract, the Company
often acting as a key contractor, is obliged to deliver a performance bond, which amounts on average to approx.
10% of a contract value. Recently due to the crisis on the construction market at home, the banks/ insurance
companies are not interested in increasing guarantee commitment in construction companies. In the opinion of
the Company, ensuring the possibility to issue bid securities or contract performance bonds will be one the key
risk factors deciding on the ability to acquire new contracts. The risk in this scope may be mitigated by agreeing
on guarantees shared with partners, subcontractors and suppliers. Nevertheless, it is the risk which at present
market conditions is related to the entire construction sector. In case of failure to submit a security in the form
of bank or insurance guarantees by the time this issue is arranged with the banks and insurance companies, the
Company aims at periodic agreeing on security in the form of guarantee deposit, set off against payment before
the bank or insurance guarantee is obtained. Such a solution is treated as a temporary one so that the Company
does not lose the opportunity to build the back log of orders.

Reduced availability of bank and insurance guarantees in light of the code provisions on the obligation to submit
the guarantee of payment for construction works constitutes and additional risk factor at each stage of execution
of construction contracts. Lack of timely execution of absolutely binding regulations in the subject matter may
result in the suspension of work progress including the termination of contracts through the fault of the
Company. The Company signed with PKO B.P. S.A. acting as a Credit Agent, Security Agent, Issuer of
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Guarantees and Lender and PEKAO S.A., Bank Millennium S.A., Kredyt Bank — currently Bank Zachodni
WBK S.A. and BOS S.A. acting as Lenders the Contract for a New Guarantee Facility and attached Revolving

Loan, which minimizes the risk of lack of guarantees in new undertakings.

Trade credit risk related to trade receivables is mitigated by diversification of customers and individual
approach to each customer in terms of assessment of its credibility (both legal and economic). Additionally,
credit risk is mitigated by:

e for foreign customers:
— trade receivables insurance,

— obtaining hedging of receivables in form of letters of credit and bank guarantees, but also insurance

bonds,

e for domestic customers:
— obtaining hedging of receivables in form of bank guarantees and insurance bonds,

— hedging of receivables in form of registered pledge or mortgage, bills of exchange.

Credit risk in 2012 increased to the level which is significant from the point of view of the Company, due to,
among other things, the increase of scale of subcontracting and financing deliveries in contracts with public
sector entities. In the revenue of the entire Capital Group the highest share was attributed to the execution of
contracts with State Treasury companies and local government entities, which results in an insignificant risk of
bad debt the Company is exposed to, but the scale and cost of prefinancing of these works caused temporary
upsetting of liquidity in the Company. The risk materialized due to the following circumstances

e pressure from the suppliers of strategic materials for infrastructure projects to shorten to the maximum
terms of payment or to secure payments with expensive financial instruments (bank guarantees, letters of
credit);

e aseries of bankruptcies in the construction sector made subcontractors put pressure on making payments
in the shortest possible terms, exceeding considerably the terms of payment under the contracts with
ordering parties,

e calling the insurance limits for credit risk and the guarantee limits by the insurance companies,

e lack of understandings relating to the settlement of additional works and to the increase of prices of

materials in significant infrastructure contracts,

e unwillingness of banks to finance projects in the construction sector,

The manner of management related to financial risk and negative consequences of the loss of material resources
was discussed in sub-sections below (3.2 and 3.3).

Moreover, the following risks are monitored on regular basis on the level of the Board:
e  creation of order portfolio and performance of long standing investment contracts,

° amount of off-statement of financial position liabilities arising from hedges on construction contract
performance,

e  changes of the demand for specialist services of corrosion protection, including galvanizing and painting of
steel structures,

e  situation on professional labour market.
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Qualified labour loss risk. Polish labour market situation significantly determines activities of the home market
companies operating in construction and assembly industries. The crisis and a series of bankruptcies in the
construction sector increase the supply of personnel on the market. Still there are deficit specialisations, whose
shortage may limit the execution capacity of the Company and of the Capital Group. The crisis situation in the
construction sector makes it also necessary to immediately reduce costs, including labour costs, which in long-
term may lead to difficulties in acquiring essential highly qualified specialist for the execution of power
engineering contracts. As patt of the operating restructuring and implementation of the cost reduction policy the
Company introduced group redundancies procedures which covered 1,774 persons in total. If the Company
acquires new project, it may find it difficult to acquire new, qualified staff having appropriate know-how,
experience and qualifications or the acquisition of such staff may lead to temporary increased personnel costs,
which may delay the implementation of the strategy and limit the capability to perform new specialist projects.
Moreover, shortage of employees having appropriate qualifications may have an unfavourable effect on the
capability of the Company and the Group to effectively manage the implementation of its strategy and its

operations.

3.2. Information of financial instruments in the scope of interest rate and currency risk as well as
adopted by the entity objectives and methods of financial risk management

Financial performance of Polimex-Mostostal Group may fluctuate due to change in market factors, in particular
quotations of raw material prices, foreign currency exchange rates and interest rates. The Group managing its
risk, mitigates fluctuation of future cash flows and potential economic losses arising from events having negative

impact upon the financial performance.

Interest rate risk. The Group has cash in bank accounts and liabilities arising from bank loans and debentures issued.
They are based on the floating interest rate. The companies monitor the situation on the financial market, analyse
trends and prognoses in the scope of reference market rates in order to decide, in a proper moment, to conclude
within available limits contracts hedging them against the unbeneficial increase of costs of interest on loans.

Currency risk. Cash flows of Polimex-Mostostal Capital Group companies are characterised by relatively
significant sensitivity to changes in exchange rates, which arise from the fact that revenues are derived in foreign
currencies, including mainly the euro. These entities are, apart from Polimex-Mostostal S.A., in particular: Torpol
S.A., Sefako S.A., StalFa Sp. z o.0. and Energomontaz-P6tnoc Gdynia Sp. z o.0. To minimise the negative
impact of foreign currency risk on the effects of their operations, these companies actively use not only natural
hedging methods but also foreign exchange derivative instruments available on the market.

Based on accounting policies applied to the method of recording financial instruments, two groups of companies

can be distinguished:

e companies which have document risk management strategy and implemented hedge accounting policies; at
the statement of financial position date this group includes Polimex-Mostostal S.A., Torpol S.A. and FK
Sefako S.A.,

e companies not applying hedge accounting.

Companies applying hedge accounting present hedge derivative instruments they hold at fair value and taking
into account the changes in this value:

e in portion recognised as an effective hedge — directly in other comprehensive income,

e in portion recognised as ineffective — in the income statement.

Companies not applying hedge accounting recognise changes in fair value of derivative instruments directly in

the income statement.
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A preferred method of hedging against foreign exchange risk applied by Polimex-Mostostal Capital Group
companies remains natural hedging i.e. hedging foreign currency risk by entering into transactions which
generate costs in the same currency as the revenue currency. If it is not possible to effectively hedge foreign
currency risk with natural hedging, the companies apply, within available treasury limits, foreign exchange hedges
based on using derivative instruments related to the foreign currency market. These are in particular the

following instruments:
e forward currency contracts
e PUT/CALL currency options (acquited options),

e option structures built with PUT and CALL options— in particular symmetrical foreign currency corridors
constructed with PUT and CALL options.

It is the Group's policy to negotiate the terms of hedging detivative instruments to match the terms of the
hedged item so as to maximise hedge effectiveness. The Group Companies monitor the market situation on
regular basis and confront hedging transactions they held with projected exposure to foreign currency risk. In
2012 the Company consequently applied the implemented policies for foreign currency risk management. This
issue was presented in detail in the consolidated financial statements for the year 2012.

On 24 July 2012 Polimex-Mostostal S.A. concluded with the banks financing the operations of the Company and
with the debenture holders holding debentures issued by the Company the agreement to refrain from
enforcement of liabilities. In the term of the agreement, the Company was obliged to limit the use of derivative
instruments in order not to increase credit commitment of the financing banks. On 21 December 2012 the
Agreement on Regulation of Debt Servicing was concluded, whose provisions did not provide for the possibility
of using foreign currency derivative instruments as available credit products. In these circumstances it is assumed
that natural hedging will gain importance as the basic tool to limit the currency risk arising from the business
activity of the enterprise. The Company will continue talks with banks on granting treasury limits allowing to

manage foreign exchange risk more effectively.

3.3. Insurance contracts

In 2012 the Group used to a large extent insurance products available on the market, both property insurance
(including in the first place liability insurance, business liability insurance, professional indemnity insurance
[designer, architect and construction engineer insurance], D&O insurance policy and property against random
events and against theft and burglary insurance, electronic equipment insurance, insurance of property in
transportt, insurance of plant and machinery) as well as construction and erection insurance policies arranged
under general agreements and individual policies allotted to specified contracts. Moreover, Group Companies
use motor insurance in the scope of third-party liability insurance, comprehensive motor insurance, theft
insurance and accident insurance both under general (fleet) agreements as well as based on individual policies.
Polimex-Mostostal S.A. also purchased medical expenses and personal accident insurance policies for their

employees employed on construction sites at home and abroad.

Due to the fact that policies are issued by insurance companies for the period of 12 months as a rule (except for
policies dedicated to particular contracts) many polices expired throughout the entire year 2012. The Company
either renewed policies (if provisions of insurance contracts allowed for it) or arranged new policies usually with

more favourable scope and price terms and conditions.

In 2012 the following policies were used in the Company:

- professional indemnity of designer, architect and construction engineer insurance policy (basic policy)
with the guarantee amount of PLN 10 million (consortium of HDI Asekuracja/ Allianz/Generali). The
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policy expired on 31.12.2012. The new policy was concluded with the same consortium for the period of
one year and is valid from 1 January 2013 to 31 December 2013;

professional indemnity of designer, architect and construction engineer insurance policy (consortium of
Warta/Hestia) — “oversize” policy with of the liability limit of PLN 10 million per event without the limit
of events. The policy expired on 31.12.2012. The new “oversized” policy was concluded with STU Ergo
Hestia S.A. for the period of one year and is valid from 1 January 2013 to 31 December 2013;

property in national and international transport (cargo) insurance policy with Chartis Europe S.A. Branch
in Poland expired on 31.12.2012. A New cargo policy was concluded with AIG Europe Limited Branch in
Poland. The policy was concluded for the period of one year and currently is valid from 1 January 2013 to
31 December 2013;

business operations insurance and property utilisation insurance in basic scope and with the guarantee
sum of PLN 10 million (the undetlying policy the Consortium of Generali/Allianz/HDI Asekuracja — a
two-year policy valid from 01.10.2011 to 30.09.2013),

business operations insurance and property utilisation insurance exceeding the basic scope of the “basic”
policy (“oversized” policy) with the liability limit of PLN 90 million per event without the limit of events
(Chartis Europe S.A. Branch in Poland) — a policy concluded for the period of two years ie. from
01.10.2011 to 30.09.2013. Apart from the general policy in the Company there are individual policies

issued on request of Investors for individual contracts;

a third party liability insurance policy based on English law valid for 12 months (by 10.05.2013) for
contracts executed in the territory of Great Britain with the sum insured of GBP 5,000,000,

Directors and Officers (D&O) liability insurance policy. By 30.09.2012 policy issued by Chartis Europe
S.A. Branch in Poland with the sum insured of PLN 20 million was valid. Since 01.10.2012 the Company
has held a D&O policy issued by Dual Corporate Risks Limited with the sum insured of PLN 60,000,000.
The policy is valid until 30.09.2013.

construction/erection all risk insurance policy (CAR/EAR policy). The policy automatically covers with
the insurance contracts which are to be implemented within 48 months and are worth up to PLN
300,000,000 (consortium of Warta/Hestia/AXA). The policy specifies the maximum sum insured at: PLN
100 million for facilities for petrochemical industry; PLN 50 million for wind power plants and PLN 300
million for the remaining contracts. The policy was issued for the period of one year with the validity from
1.01.2012 to 31.12.2012 and it was automatically extended for the period of another 12 months, as the
claims ratio calculated in percentage as the quotient of the amount of damages paid and reserved to the
total amount of gross written premium at the end of November of 2012 did not exceed 60%. For
contracts with the execution period exceeding 48 months or worth more than PLN 300,000,000 individual
insurance policies are required (still active are individual policies issued for performed infrastructure
contracts “The construction of Al Strykéw-Tuszyn motorway” worth PLN 1,332.5 million for the period
from 22 December 2010 to 21 August 2013 and for “The construction of S-69 Bielsko Biala — Zywiec —
Zwardon express road” for the sum of PLN 866.9 million for the period from 19.08.2010 to 31.03.2013,
for the construction of A4 Szaréw-Brzesko motorway for the sum of PLN 784.4 million for the period
from 26.01.2010 to 30.06.2013);

insurance policy for property against random events, property against theft and burglary, including cash in
hand in transport, electronic equipment against all risks, machinery against all risks with the Consortium
of WARTA/Hestia. An annual policy valid by 30 December 2013;

policy for compulsory insurance of employees delegated or directed to work outside the borders of the
Republic of Poland under the policy issued by AXA TuiR S.A. (an annual policy valid by 30 September
2013). This policy replaced the policy of Chartis Europe S.A. Branched in Poland valid by 30.09.2012;
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- group personal accident insurance policy for employees working on domestic construction sites under the
policy with AXA TUIR S.A. (an annual policy valid by 30.09.2013). This policy replaced the policy of
Chartis Europe S.A. Branched in Poland valid by 30.09.2012;

- compulsory liability insurance for entities authorized to provide bookkeeping services with PZU S.A. The
policy was valid by 31.12.2012. The new policy (also PZU S.A.) is valid by 31.12.2013;

- the general contract for motor insurance (fleet insurance) signed with TUIR Warta S.A. valid by
20.04.2013 in the scope of third party liability insurance automatically renewed for another insurance year
and valid by 20.04.2014 in the scope of comprehensive motor insurance, theft insurance and accident
insurance (a two-year contract). Under the terms and conditions of this policy the vehicles of
Energomontaz - Péinoc Gdynia Sp. z o.0., Energomontaz Pélnoc Technika Spawalnicza i Laboratorium
Sp. z 0.0. and Energop Sp. z 0.0., the subsidiaries, are also insured.

In 2012 Polimex-Mostostal S.A. co-operated in the scope of insurance policies with the following insurance
companies: Hestia, AIG Europe, Chartis Europe, PZU, AXA, Dual Corporate Risks and with consortiums of
the following insurance companies: Warta/ AXA/Hestia/, HDI/Allianz/Generali and Warta/Hestia

3.4. Description of basic features of internal audit and risk management system applied by the Issuer’s
business with regards to preparation of financial statements and consolidated financial statements

Internal audit and risk management system applied by Polimex-Mostostal constitute management policy
component and operate according to internal rules and regulations. Internal audit system comprises two,
principal elements: functional control performed by management of particular organisation units as well as other
employees within the scope of their duties, and institutional control performed by internal control units, aimed at
examination of practical observance of binding procedures. The basic objective of internal functional control is
to assure the correctness, fairness and timely execution of performed tasks. In practice, functional control is
performed by each employee within the limits of defined procedures. Identification of initial risk present in a
given organisation unit as well as taking measures aimed at keeping them at agreed level is made within
functional control. Objective of institutional control is to examine correctness, legality and reliability of actions
performed by particular organisation units of Polimex-Mostostal S.A., conformity assessment of measures with
internal procedures, and efficacy of functional control system.

With regards to preparation of financial statements, internal audit and risk management systems are based on
embedded reporting control mechanisms, internal regulations facilitating separation of duties, authorities and
relations in the scope of preparation of particular parts of statements, continuous assessment of conformity with
accounting books and other documents being the basis of financial statements, as well as obligating provisions in
the scope of accounting policies and preparation of financial statements.

To ensure the correctness and fairness of the books of accounts of Polimex-Mostostal S.A. and Group
companies and to generate high quality financial data based on them, the scope was determined and the policies
of financial reporting were adopted based on International Financial Reporting Standards and other regulations,
as well as the series of internal procedures was implemented in the system of internal control. The Accounting
Policy adopted by Polimex-Mostostal SA. is binding for the Group companies in the scope of presentation of
information packages for the purpose of preparation of consolidated financial statements. The Financial Director
and the Board of Management of Polimex-Mostostal S.A. are responsible for the correctness of the adopted and
applied accounting policies.

The Chief Accountant and the Department of Reporting and Companies Service are responsible for the
organisation of work relating to the preparation of financial statements. The entire process of preparation and
publication of financial statements is conducted based on the formalised schedule of work drafted in agreement
between the Finance Director and the Chief Accountant. The financial statements verified by the Finance
Director are approved by the Board of Directors. The process of financial statement preparation includes
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statement verification by an independent auditor selected by the Supervisory Board in offering action out of the
group of reputable audit companies, which guarantee high quality services and the required independence. The
body supervising the financial reporting process and co-operating with an independent auditor is the Audit
Committee appointed based on the competence of the Supervisory Board. The Audit Committee monitors in
particular the process of financial reporting as far as the adopted Accounting Policies and legal requirements are
concerned and the efficiency of the systems of internal control and of risk management. In accordance with §
38.1 of the Company’s Articles of Association, the Supervisory Board makes an annual assessment of the
financial statements of the Company in the scope of their compliance with the books and documents as well as

with the facts, and it informs the shareholders of the results of this assessment in its annual statement.

A significant element of the internal control system with regard to the process of preparation of financial
statements is the control exercised by the units of internal audit and of internal control. At Polimex-Mostostal
S.A. there is internal auditing operating based on ,Regulations of the internal auditing" approved by the
Management Board of the Company and prepared in accordance with International Standards for the
Professional Practice of Internal Auditing. In 2012 the Internal Audit Department conducted a series of audits
such as detailed audit of the procedure of preparation of financial statements — internal auditors identified and
analysed the risks of audited processes and assessed the adequacy and efficiency of control mechanisms. In the
2nd half of 2012 the activity in the scope of audit and internal control increased, also with reference to Group
companies. Intense work was also undertaken on restructuring of the audit unit operating within the Company
so as to establish as off 02.01.2013 the Department of Internal Control and Fraud Risk Management, which
operates within the Section of the Chief Executive Officer. The tasks of the Department include conducting
internal controls and audits, assessment of functioning, identification of weakness of processes, management
systems and control mechanisms and recommending improvements as to their correctness and effectiveness as
well as co-operation with external regulatory authorities, control institutions and external auditors. The
Department will also co-operate with Group Companies in the scope of functioning of the internal control

system, which is reflected in devised regulations relating to conducting internal control and audit.

Summarizing, internal control and risk management system covers the whole operations of Polimex-Mostostal
S.A. and are aimed at support of decision making processes, in particular contributing towards: efficiency and
efficacy of actions, reliability of accounting reporting and consistency of action with commonly obligating

provisions of the law and internal regulations.

4. Organisation of the Company

4.1. Information on Divisions owned by the Company

In the reporting period Polimex-Mostostal S.A. had a multi-branch structure, consisting of internal entities with
locations in different regions of Poland. The Issuer’s registered office was and is in Warsaw. Manufacturing
activity in the scope of steel structures and steel products was carried out by divisions located in Siedlce, which
have their branches in Rudnik, Cz¢stochowa and Debica. Construction and assembly services wete provided by
divisions based in Warsaw, Siedlce, Stalowa Wola, Szczecin and Lublin. Road works were performed by the
division based in Katowice. General contracting services for power engineering sector were provided by
divisions based in Warsaw, wheteas the divisions based in Lublin, Krakéw, Rybnik and Zielona Géra deal with
performance of works. Additionally, Warsaw divisions had their branches located close to the regular customers
for their services and a production branch in 1.6dz. Services in the form of general contracting for the benefit of
chemistry and environment protection sector were rendered by divisions located in Warsaw, Krakéw and Plock,
of which the later two have their own workshops.

Apart from these mentioned above, the Issuer’s organizational structure also included: Quality Management
Division, Logistics Division and Maintenance Division providing services for other divisions of the Issuer.

As of 01.01.2013 concentration was made consisting in establishing five segments, which took over competence
of prior 22 divisions. Administrations of segments are located in Warsaw (Power Engineering and Chemistry),
Siedlce (General Construction, Production) and Katowice (Infrastructure Construction). The scope of activity of

individual segments was presented in the introduction to this report.
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4.2. Changes in basic principles of management of Polimex-Mostostal S.A.

In line with § 41.1 of the Articles of Association (the uniform text of the Articles of Association was adopted
under Resolution No.7 of the Extraordinary Meeting of Shareholders of 15 October 2012, Rep. A No.
14512/2012) the Board of Directors holds all powers in the scope of managing the Company and acts in all
matters not reserved for the sole competence of the General Meeting of Shareholders or the Supervisory Board.
Therefore, the Board is obliged to manage the Company issues, manage its assets and fulfil other obligations of
theirs with the diligence required in economic activity. Furthermore, the Board is authorised to represent the
Company in all acts performed in court and out of court, excluding matters reserved for the competence of
other bodies of the Company.

In 2012 significant amendments were made to regulation on appointing the Board, in particular concerning

representing the Company by the Board as its governing and executive body.

Based on Resolution No.13 of an Extraordinary Meeting of Shareholders of the Company of 29 February 2012
(Rep. a No. 6919/2012) amendments were made to § 42 of the Articles of Association of the Company
consisting in depriving the President of the Board of his competence to submit to the Supervisory Board a
request to appoint members of the Board — Vice Presidents (section 1) and a request to adopt by the Supervisory
Board a resolution defining the structure and competence of the Board and its members (section 2). At present
the Supervisory Board is only obliged to conduct consultations with the President of the Board before
appointing Vice Presidents and members of the Board (section 1). In turn, the structure and competence of the
Board of Directors is defined by the Supervisory Board independently, without any participation of the President
of the Board.

Under Resolution No. 14 of an Extraordinary Meeting of Shareholders of the Company of 29 February 2012
(Rep. A 6919/2012) amendments were made to § 46 of the Articles of Association of the Company in the scope
of regulations on representation of the Company if the Board of Directors is collective. The President of the
Board of Directors was deprived of the right to personally make statements of will on behalf of the Company.
The formula was adopted in accordance with which the collaboration of two members of the Board of Directors
or one member of the Board together with a commercial proxy is required to make statements on behalf of the
Company.

The basis of the activity of the Board of Directors is, apart from the Articles of Association, the Regulations of
the Board of Directors. In 2012 under Resolution No. 83/X of 18 May 2012 the Supervisory Board of the
Company adopted the Regulations of the Board of Directors, which was in force by 31 January 2013, when the
Supetvisory Board adopted Resolution No. 119/X approving new Regulation of the Board of Directors. The
amendment as compared to the Regulations of the Board of Directors adopted on 18 May 2012 consists in the
introduction of a requirement to adopt by the Board of Directors a resolution on giving consent to purchasing

materials or services with the use of the Purchasing Platform for amounts exceeding PLN 5,000,000.00.

The amendments made in 2012 in the scope of principles of representing the Company by the Board,
introducing the requirement of joint representation for a collective Board of Directors, correspond to analogous
amendments in the scope of representing the Company by commercial proxies consisting in removing all
independent commercial representations and introducing in this place the requirement for a commercial proxy to
act together with a member of the Board of Directors.

In line to previously mentioned § 41 of the Articles of Association of the Company in connection with § 4.6.(6.1)
of the Regulations of the Board of Directors, the Board of Directors exercises all powers in the scope of
managing the Company and acts on behalf of the Company in all matters not reserved for the sole competence
of the General Meeting of Shareholders or the Supervisory Board, in particular it adopts resolutions on

establishing commercial representations.
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Exercising this delegation, the Board of Directors adopted resolutions:

@ to remove an independent commercial representation granted to Mr Robert Zulewski (Resolution No.
77/2 of 17.07.2012),

(i)  to remove an independent commercial representation granted to Mr Marek Borkowski (Resolution No.
78/2 of 17.07.2012),

(iliy  to establish an independent commercial representation for Mr Mirostaw Idzik (Resolution No. 79/2 of
17.07.2012),

(iv)  to remove an independent commercial representation granted to Mr Grzegorz Parzynski (Resolution
No. 113/12 of 26.09.2012),

(v)  to establish an independent commercial representation for Mr Krzysztof Kotodziejczyk (Resolution No.
118/12 of 4.10.2012),

(vi)  to establish an independent commercial representation for Mr Przemystaw Milczarek (Resolution No.
119/12 of 4.10 October 2012),

(vii) to remove an independent commercial representation granted to Ms Agnieszka Stafczyk (Resolution
No. 121/12 0£ 9.10.2012),

(viii) to remove all independent commercial representations (Resolution No. 134/2012 of 7.11.2012),

(ix) to establish a joint commercial representation for Mr Jerzy Janiak (Resolution No. 135/2012 of

7.11.2012),

(x)  to establish a joint commercial representation for Mr Stanistaw Rytel (Resolution No. 136/2012 of
7.11.2012),

(xi)  to establish a joint commercial representation for Mr Stanistaw Rézewski (Resolution No. 137/2012 of
7.11.2012),

(ix) to establish a joint commercial representation for Mr Andrzej Miynarski (Resolution No. 138/2012 of
7.11.2012),

(x) to establish a joint commercial representation for Mr Tomasz Sikora (Resolution No. 139/2012 of
7.11.2012),

(xi) to establish a joint commercial representation for Mr Leszek fadziak (Resolution No. 140/2012 of
7.11.2012),

(xi) to establish a joint commercial representation for Mr Wtodzimierz Dyrka (Resolution No. 141/2012 of
7.11.2012),

(xiii) to establish a joint commercial representation for Mr Andrzej Otrlifiski  (Resolution No. 142/2012 of
7.11.2012),

(xiv) to establish a joint commercial representation for Mr Pawel Kucharski (Resolution No. 143/2012 of
7.11.2012),

(xv) to establish a joint commercial representation for Mr Krzysztof Kolodziejczyk (Resolution No. 144/2012
of 7.11.2012),
(xvi) to establish a joint commercial representation for Mr Przemystaw Milczarek (Resolution No. 145/2012 of

7.11.2012),

(xvil) to establish a joint commercial representation for Ms Ewa Kaczorek (Resolution No. 146/2012 of
7.11.2012),

(xviii) to establish a joint commercial representation for Mr Jarostaw Piechotka (Resolution No. 147/2012 of
7.11.2012),

(xix) to establish a joint commercial representation for Mr Kazimierz Wronkowski (Resolution No.
148/2012 of 7.11.2012),

(xx) to remove a joint commercial representation granted to Mr Jarostaw Piechotka (Resolution No.
165/2012 of 19.12.2012),

(xxi) to establish a joint commercial representation for Mr Jerzy Sificzuk (Resolution No. 1/2013 of
3.01.2013),
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The Agreement on Regulations of Debt Servicing, as defined in section 5.4 of this Report, provides for the
requirement to adopt resolutions on amendments to the Articles of Association of the Company in the scope of
composition and manner of appointing the Supervisory Board of the Company. Amendments will consist in
introduction of a 7-person Supervisory Board, as well as granting to Agencja Rozwoju Przemystu S.A. (the
Agency for Development of Industry) in Warsaw as a strategic investor authorization to personally appoint and
dismiss two members of the Supervisory Board (expiring on the date when the number of shares held by
Agencja Rozwoju Przemystu S.A. and its related companies will decrease below 10% of the share capital) and
granting to Bank Powszechnej Kasy Oszczednosci Bank Polski S.A. in Warsaw the authorization to personally
appoint and dismiss two members of the Supervisory Board (expiring on the lapse of the term of the agreement,
as defined in the Agreement on Regulations of Debt Servicing).  In line with Article 31.15.(a) in connection
with the definition of the term “Resolution amending the Articles of Association” in the Agreement on
Regulations of Debt Servicing, indicated amendments to the Articles of Association of the Company may be
made after 31 May 2013 and become effective not earlier than on the date of taking up by Agencja Rozowju
Przemystu S.A. at least 300,000,000 shares (three hundred million) series N1 shares and paying the issue price in
the amount not less than PLN 150,000,000.

Changes in the organisational structure of the Company are discussed in more detail in the introduction to this
Report. The changes, which became effective as of 1 January 2013, consist in replacing the divisional structure
with the segment structure. Resources of the divisions were transfer red to newly organised and functionally
distinguishes segments.

Within the new organizational structure the following five specialized segments were distinguished: (i) ,,Power
Engineering and Chemistry”, (ii) ,,General Construction”, (iif) “Infrastructure Construction”, (iv) “Service” and
(v) “Production”.

4.3. Information on organisational or capital connections of the Company with other entities
Polimex-Mostostal S.A. is a dominant entity of the Polimex-Mostostal Capital Group. Apart from this, in 2012
the Company executed certain contracts as a leader or a member of a consortium of execution companies. The
key organisational connections are as follows:

e The consortium of the following companies: Polimex-Mostostal S.A. (consortium leader) and Instakon OY,
Finland, established to execute the contract to design and construct a multipurpose sports hall for 6,000

spectators in Bacau, Romania.

¢ The consortium of the following companies: Polimex-Mostostal S.A. (the consortium leader) and
Przedsi¢biorstwo Budowlano — Ustugowe Interbud-West Sp. z o.0. established in order to acquire and later
perform the construction of the Museum of History of Polish Jews in Warsaw.

e The consortium of the following companies: Rafako S.A. (the consortium leader) and Polimex-Mostostal
S.A. and Mostostal Warszawa S.A. established to acquire and then execute the contract with PGE
Elektrownia Opole S.A. for ,,The construction of No. 5 and No.6 power blocks in PGE Elektrownia Opole
S.A”

e The consortium of the following companies: Hitachi Power Europe GmbH (the consortium leader) and
Polimex-Mostostal S.A. established in order to acquire and later perform the contract with Elektrownia

Kozienice S.A. for the construction of power block in Swieze Gérne”.

e The consortium of the following companies: Torpol S.A. (the consortium leader, a subsidiary of Polimex-
Mostostal) and Polimex-Mostostal S.A. as well as Przedsi¢biorstwo Uslug Technicznych INTERCOR Sp. z
0.0., established in order to acquire and later perform the contract with PKP Polskie Linie Kolejowe S.A. for
”Design and performance of construction works for the 15t stage of Modernisation of RailBaltica Warsaw —
Lithuanian border rail road.”
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The consortium of the following companies: ZRUG Sp. z o.0. (the consortium leader) and Polimex-
Mostostal S.A. established to acquire and later perform the contract with GAZ-SYSTEM S.A. (Operator of
Gas Transmission Pipelines) for “Construction of DN700 Szczecin — Lwéwek gas pipeline”.

The consortium of the following companies: Polimex-Mostostal S.A. (the consortium leader) and Energop
Sp. z 0.0. (a subsidiary of Polimex-Mostostal) established in order to acquire and later perform the contract
for “Overhaul of the system of main steam pipelines and water blocks from 7 to 12 at Betchatéw Power
Plant”.

The consortium of the following companies: Polimex-Mostostal (the consortium leader) and Doprastav a.s.

established in order to acquire and later perform a section of A-4 Rzeszéw — Jarostaw motorway.

The consortium of the following companies: Polimex-Mostostal (the consortium leader) and MSF
Engenharia S.A., MSF Polska Sp. z 0.0., Doprastav a.s. and Mostmar S.A. established in order to acquire and

later perform a section of A-1 Strykéw — Tuszyn motorway.

The consortium of the following companies: Polimex-Mostostal (the consortium leader) and Doprastav a.s.
and Mostmar S.A. established in order to acquire and later perform S69 Bielsko Biala - Zywiec express road.

The consortium of the following companies: Polimex-Mostostal (the consortium leader) and Doprastav a.s.
and Metrostav a.s. established in order to acquire and later perform a section of A-4 Szaréw - Brzesko

motorway.

The consortium of the following companies: Polimex-Mostostal (the consortium leader) and Acciona
Infraestructuras S.A. established in order to acquire and later perform a section of A-2 Strykéw — Konotopa
motorway.

The consortium of the following companies: S.C. DRUM ART. S.R.L (consortium leader) and Polimex-
Mostostal S.A and S.C. MTH CONSULT S.R.L. established to perform the contract for the construction of

sewage treatment plant in Harsowa, Romania.

The consortium of the following companies: Polimex-Mostostal (the consortium leader) and ,,Master” Emil
Borys SJ established in order to acquire and later perform the construction of the Raczyfiscy’s Library in
Poznan.

The consortium of the following companies: Polimex-Mostostal (the consortium leader) and Zaklad Robét
Hydrotechnicznych 1 Podwodnych UW Serwis established to acquire and later perform the construction of

the Bridge over the Stara Swina in Swinoujscie.
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The basic structure of Polimex-Mostostal Group as at 28.02.2013 is presented on the next page. The diagram
does include companies that are in liquidation, do not conduct economic activity and the ones where the Issuet’s
holding does not exceed 2%.

Polimex-Mostostal S.A.
Domestic companies Share
»Torpol Sp. z o.0. (at present Torpol S.A.) 100.00%
»{Stallfa Sp. z 0.0. 100.00%
» Energop Sp. z 0.0. *) 99.99%
»Energomontaz-Péinoc Gdynia Sp. z o.0. 99.99%
» PRInz-1 Sp. z o.0. 91.06%
»|Zaklad Transportu - Grupa Kapitalowa Polimex Sp. z o.0. 100.00%
» Polimex-Mostostal ZUT Sp. z o.o. 100.00%
»Przeds. Produkeyjno-Ustugowe Elektra Sp. z o.0. 100.00%
» Energomontaz-Pélnoc - Technika Spawalnicza i Lab. Sp. z o.0. *) 99.96%
»Modut System Serwis Sp. z o.0. 100.00%
» Centrum Projektowe Polimex-Mostostal Sp. z o0.0. 99.57%
» PxM Projekt Poludnie Sp. z o.0. 100.00%
> \WBP Zabrze Sp. z o.0. 99.97%
» Pracownia Wodno-Chemiczna Ekonomia Sp. z o.0. 100.00%
» Polimex-Development Krakéw Sp. z o.0. 100.00%
» Polimex-Hotele Sp. z o.0. 100.00%
» Polimex-Mostostal Development Sp. z o.0. 100.00%
»|Zarzad Majatkiem Gorczewska Sp. z o.0. 100.00%
» Energomontaz-Nieruchomosci Sp. z o.0. 100.00%
»Polimex-Cekop Development Sp. z o.0. 100.00%
> Sinopol Trade Center Sp. z 0.0 50.00%
» Polimex-Sices Polska Sp. z o.0. 50.00%
» Energomontaz-Péinoc Belchatéw Sp. z o.0. 32.82%
> Laboratorium Ochrony Srodowiska Pracy Sp. z 0.0. 27.50%
*) Polimex-Mostostal holds 100% of capital directly or through a subsidiary.
Foreign companies
» Coifer Impex SRL (Romania) 100.00%
> Czerwonogradzki ZKM (Ukraine) 99.61%
» Depolma GmbH (Germany) 100.00%
» Energomontaz Magyarorszag (Hungary) 100.00%
» Grande Meccanica SpA (Italy) 100.00%
» Polimex-Mostostal Wschdd (Russia) 100.00%
» Polimex-Mostostal Ukraina (Ukraine) 100.00%
»Naflndustriemontage GmbH (Germany) 100.00%
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4.4. Employment

In 2012 as a result of an economic slowdown and the implementation of personnel restructuring processes, the

employment in the Company decreased by 4.37% as compared to the previous year.

Decrease of average employment in FTE in Polimex-Mostostal S.A.

Year Employment
2012 9 456.73
2011 9 889.09

Decrease of average employment in FTE in

Polimex-Mostostal S.A.

2011
M Decrease of 4.37%

2012

9 200 9400 9 600 9800 10 000

In July 2012 the Board made a decision to restructure employment using the group redundancy procedure in the
following areas of the Company: General Construction, Infrastructure Construction, Production, Power
Engineering and Chemistry, Service and Back Office Operations. The decision was caused in particular by the
following factors: (i) lower number of contracts performed by segments and a low profitability of performed
orders due to increasing prices of raw materials and services and a decrease in margins for new contracts as well
as difficulties in acquiring new orders cased by the crisis in general construction and road construction sectors as
well as in power engineering industry; (i) difficult financial and economic position of the Company caused by the
necessity to service liabilities to banks, debenture holders and other creditors of the Company; (iii) the change of
organizational structure of the Company introduced with resolution of the Board of Directors f 4 July 2012
consisting in forming five segments in place of previously existing divisions and the necessity to adapt the level

of employment to organisational changes.

The employment structure in the Company in 2012

o Change Employment *)
Detailed list
2012 2011 2012 2011

Board of Directors of the Parent

Company 0.00% 4 4
Back Office 59.09% 6554 411
Production -7.13% 8798 9474
Total -4.37% 9 456 9 889

*) average employment in Full Time Equivalents (FTE)
™) an increase in employment in the bank office operations is the result of organizational changes in the
Company, taking over employees of the Logistics Division (in previous years the division was in the structure of

production), for example.
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Employment in FTE as at the end of each quarter

in Polimex-Mostostal S.A.

\ quarters
N\

)

8563

1Q 2012 Q2012 maQ 2012 IV Q2012

4.5. Changes in composition of management and supervisory authorities of the parent and their
committees, basis of appointment and dismissal of executives as well as rights of management, in
particular to taking decision on issue or redemption of shares

In the period from 01.01.2012 to 26.06.2012 The Board of Directors Polimex-Mostostal S.A. was composed

as follows:

e Konrad Jaskoéta - President of the Board of Directors,

e Aleksander Jonek - Vice President of the Board of Directors,
e Grzegorz Szkopek - Vice President of the Board of Directors,
e Zygmunt Artwik - Vice President of the Board of Directors.

On 26.06.2012 the Supervisory Board extended the composition of the Board of Directors by two persons,

where:

e Robert Bednarski was appointed for the position of Vice President of the Board of Directors, Director
for Finance in force from 02.07.2012
e Robert Oppenheim was appointed for the position of Vice President of the Board of Directors,
Director for Operations in force from 06.07.2012.
In the six person composition presented above the Board worked until 10 August 2012, when Konrad Jaskéta

was recalled from the position of the President of the Board. Before the new President is appointed, the duties
of the President of the Board are performed by Mr. Robert Oppenheim.

On 31 August 2012 the Supervisory Board dismissed Mr. Grzegorz Szkopek and Mr. Zygmunt Artwik resigned
from holding the position on the Board of Directors as of 30 November 2012.

In the period from 1 December 2012 until the date of preparation of this report, the composition of the Board
of Directors of Polimex-Mostostal S.A. was as follows:

e Robert Oppenheim - Acting President of the Board,
e Aleksander Jonek - Vice President of the Board of Directors,
e Robert Bednarski - Vice President of the Board of Directors.
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The term in office of Mr Robert Oppenheim and Mr Robert Bednarski expires on 26.06.2015, whereas the
mandate expires not later than on the date of holding the General Meeting of Shareholders approving the
financial statements for 2014. The term of office of Mr Aleksander Jonek expires on 30.06.2013, whereas the
mandate expires not later than on the date of holding the General Meeting of Shareholders approving the
financial statements for 2012.

In line with § 41.1 of the Articles of Association (the uniform text of the Articles of Association was adopted
under Resolution No.7 of the Extraordinary Meeting of Shareholders of 15 October 2012, Rep. A No.
14512/2012) and § 1.1 of the Regulations of the Board of Directors, the Company governing body holding all
powers in the scope of managing the Company is the Board of Directors acting in all matters not reserved for
the sole competence of the General Meeting of Shareholders or the Supervisory Board.

The Board of Directors is composed of one or more members, the number being specified by the Supervisory Board.

The Board of Directors may be composed of the President of the Board, Vice Presidents of the Board and other
members of the Board appointed by the Supervisory Board. The appointment of Vice Presidents and members
of the Board of Directors is made after having consultations with the President of the Board. In case of
appointing a one-person Board of Directors, the Supervisory Board appoints the President of the Board.

Members of the Board may be appointed from among sharcholders or other persons.

The Board of Directors is appointed for a three-year term of office. In line with the Regulation of the Board of
Directors, expiration due to end of office term does not limit the possibility of reappointment for the position of
a member of the Board.

The Supervisory Board has the right to appoint, dismiss and suspend individual or all members of the Board of
Directors for major reasons in performing their activity before the expiry of term of office and to delegate
members of the Supervisory Board, for a period of no longer than three months, to temporarily perform the
duties of members of the Board of Directors who are incapable of performing their duties.

In line with the Regulations of the Board of Directors, the loss of a position of a member of the Board of
Directors also happens by means of resignation from the position of the member of the Board of Directors or
loss of legal capacity and if a member of the Board of Director dies.

A member of the Board of Directors may be dismissed or suspended in performing his activity with a resolution of
the General Meeting of Shareholders.

No entitlement of the Board of Directors or its individual members to make a decision on issue or redemption of
shares.

In 2012, meetings of the Board of Directors of Polimex-Mostostal S.A. were held on: 11.01, 17.01, 20.01, 25.01,
02.02, 09.02, 16.02, 28.02, 21.03, 28.03, 03.04, 16.04, 25.04, 11.05, 18.05, 24.05, 14.06, 26.06, 04.07, 05.07, 17.07,
23.07, 24.07, 26.07, 01.08, 08.08, 13.08, 21.08, 28-29.08, 31.08, 04.09, 07.09, 11.09, 17.09, 18.09, 26.09, 01.10,
04.10, 09.10, 16.10, 19.10, 23.10, 30.10, 06.11, 07.11, 13-14.11, 20.11, 27.11, 29.11, 04.12, 05.12, 07.12, 11.12,
19.12, 20.12, 21.12 and 28.12. In the meetings mentioned above the Board made resolutions on matters
concerning financial and operating restructuring of the Company and, among other things, approval of financial
plan of the Company and of the Capital Group, guaranteeing loans, granting borrowings, establishing and
recalling commercial powers of attorney, financing investments, approving Regulations of the Board of Directors
of the Company and sale of real property.

In the period from 01.01.2012 to 29.02.2012 the Supervisory Board of Polimex-Mostostal S.A. worked in the
following composition:

e Kazimierz Klek - Chairman of the Supervisory Board,

e Jacek Ksen - Vice Chairman of the Supervisory Board,
e Artur Jedrzejewski  — Secretary of the Supervisory Board,

e Mieczystaw Pulawski— Member of the Supervisory Board,

e Andrzej Szumanski — Member of the Supervisory Board,

e Jan Wozniak - Member of the Supervisory Board.
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On 29.02.2012 the Extraordinary Meeting of Sharcholders of Polimex-Mostostal S.A. adopted resolutions No.4
to No.10 making the following amendments in the composition of the Supervisory Board:

persons dismissed: Kazimierz Klek, Mieczystaw Putawski, Andrzej Szumanski

persons appointed: Andrzej Bartos, Pawel Diuzniewski, Dariusz Formela, Datiusz Krawczyk.

In the composition amended with the above mentioned resolutions the Supervisory Board established as follows:

Jan Wozniak

Artur Jedrzejewski
Pawel Dluzniewski
Andrzej Bartos
Dariusz Formela
Dariusz Krawczyk
Jacek Ksen

Chairman of the Supervisory Board,
Vice Chairman of the Supervisory Board,
Secretary of the Supervisory Board,
Member of the Supervisory Boatd,
Member of the Supervisory Boatd,
Member of the Supervisory Board,
Member of the Supervisory Board.

On 15.10.2012 the Extraordinary Meeting of Shareholders of Polimex-Mostostal S.A. adopted resolutions No.11
to No.14 making the following amendments in the composition of the Supervisory Board:

persons dismissed: Pawet Dluzniewski, Jacek Ksen

persons appointed: Marek Wierzbowski, Sebastian Bogustawski.

In the composition amended with the above mentioned resolutions the Supervisory Board established as follows:

Jan Wozniak
Artur Jedrzejewski

Sebastian Bogustawski

Andrzej Bartos
Dariusz Formela
Dariusz Krawczyk
Marek Wierzbowski

Chairman of the Supervisory Board,
Vice Chairman of the Supervisory Board,
Secretary of the Supervisory Board,
Member of the Supervisory Board,
Member of the Supervisory Board,
Member of the Supervisory Board,
Member of the Supervisory Board.

On 15.02.2013 the Extraordinary Meeting of Shareholders of Polimex-Mostostal S.A. adopted resolutions No.3
to No.10 making the following amendments in the composition of the Supervisory Board:

persons dismissed: Jan Wozniak, Sebastian Bogustawski, Andrzej Bartos, Dariusz Formela

persons appointed: Jerzy Goéra, Tadeusz Kuczborski, Ryszard Engel, Andrzej Kasperek.

In the composition amended with the above mentioned resolutions the Supervisory Board established as follows:

Jerzy Goéra

Ryszard Engel
Dariusz Krawczyk
Artur Jedrzejewski
Tadeusz Kasperek
Dariusz Krawczyk
Marek Wierzbowski

Chairman of the Supervisory Board,
Vice Chairman of the Supervisory Board,
Vice Chairman of the Supervisory Board,
Secretary of the Supervisory Board,
Member of the Supervisory Board,
Member of the Supervisory Board,
Member of the Supervisory Board.

The Supervisory Board was appointed for the period of common term of office. The mandates of members of

the Supervisory Board expire not later than on the date of holding the General Meeting approving the financial

statements of the Company for the last complete financial period of the current term of office i.e. for the year

2012.

In the structure of the Supervisory Board there are two committees: the Audit Committee and the Remuneration

Committee.
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In period from 01.01.2012 to 29.02.2012 the composition of the Audit Committee was as follows:

e Jacek Ksen - Chairman of the Committee
e  Mieczystaw Pulawski— Member of the Committee
e Jan Wozniak - Member of the Committee.

In the composition amended with the resolutions of the General Meeting of 29.02.2012 the Supervisory Board
appointed the following persons to the Audit Committee:

e Jacek Ksen - Chairman of the Committee
e Artur Jedrzejewski — Member of the Committee
e Dariusz Formela — — Member of the Committee.

In the composition amended with the resolutions of the General Meeting of 15.10.2012 the Supervisory Board
appointed the following persons to the Audit Committee:

e Dariusz Formela - Chairman of the Committee
e Artur Jedrzejewski — Member of the Committee
e Jan Wozniak - Member of the Committee.

In the composition amended with the resolutions of the General Meeting of 15.02.2013 the Supervisory Board
appointed the following persons to the Audit Committee:

e Tadeusz Kuczborski — Chairman of the Committee
e Artur Jedrzejewski  — Member of the Committee
e Andrzej Kasperek — Member of the Committee.

Advising the Supervisory Board on issues regarding proper implementation and supervision over financial
reporting processes applied by the Company, effectiveness of internal audit and risk management systems, as
well as co-operation with qualified auditors, is the basic objective of the Committee’s operations. Particular rights
and obligations of the Committee are given in the Regulations of the Supervisory Board. Tasks of the Committee
are executed by submittal to the Supervisory Board requests, opinions and statements related to the scope of its

tasks. The Committee operates collectively.

In period from 01.01.2012 to 29.02.2012 the composition of the Remuneration Committee was as follows:

e  Andrzej Szumanski — Chairman of the Committee
e Kazimierz Klek — Member of the Committee
e Artur Jedrzejewski  — Member of the Committee

In the composition amended with the resolutions of the General Meeting of 29.02.2012 the Supervisory Board

appointed the following persons to the Remuneration Committee:

e Jan Wozniak - Chairman of the Committee
e Andrzej Bartos - Member of the Committee
e Pawel Diuzniewski — Member of the Committee
e Dariusz Krawczyk - Member of the Committee

In the composition amended with the resolutions of the General Meeting of 15.10.2012 the Supervisory Board
appointed the following persons to the Remuneration Committee:

e  Marek Wierzbowski — Chairman of the Committee
e Andrzej Bartos - Member of the Committee
e Dariusz Krawczyk - Member of the Committee

In the composition amended with the resolutions of the General Meeting of 15.02.2013 the Supervisory Board

appointed the following persons to the Remuneration Committee:

o Jerzy Gora - Chairman of the Committee

e Ryszard Engel - Member of the Committee
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e Dariusz Krawczyk - Member of the Committee

e  Marek Wierzbowski - Member of the Committee

The main task of the Committee is lending support to the Supervisory Board in terms of execution of its control
and supetvisory tasks by presenting opinions to the drafts of contracts related to holding the position of a
member of the Board of Directors and giving opinion on the proposals of amendments to the remuneration and
bonus system for members of the Board of Directors. Particular rights and obligations of the Committee are
given in the Regulations of the Supervisory Board. Tasks of the Committee ate executed by submittal to the
Supervisory Board requests, opinions and statements related to the scope of its tasks. The Committee operates

collectively.

Till the date of preparation of this Report the compositions of the Supervisory Board as well as of the Audit
Committee and the Remuneration Committee did not undergo any further changes.

Regulations for appointment and functioning of the Supervisory Boatd are specified in the Company's Articles
of Association. In line with § 34 of the Articles of Association the Supervisory Board comprises at least five
members appointed by the General Meeting for the period of common term in office. The number of
Supervisory Board members for next terms in office is determined by the General Meeting while making
appointments. The Articles of Association also specify that at least a half of the total number of member should
be independent persons and give premises which should be fulfilled by an independent member of the
Supervisory Board.

The Supervisory Board of Polimex-Mostostal S.A. is operating under obligating provisions of law, in particular
provisions of the Code of Commercial Companies, Company Articles of Association, internal Regulations and
the rules given in “Best practices of WSE listed companies".

4.6. Agreements concluded among the parent and its executives anticipating compensation for
resignation or dismissal from function without any important reason, and if dismissal arises from
business combination by acquisition

The Company in connection with the termination of the Management Contract with the former President of the
Company makes under the contract the severance payment equal to the monthly remuneration starting from the
date of termination of the contract till the approval of the annual report for 2012 by the GSM. Moreover, the
Company for the year of the termination of the Management Contract pays to the former President of the Board

the compensation under the Non-competition Agreement.

The Company paid to the former President of the Board damages for termination of the Management Contract
and for a year of the termination of the Contract it is paying the compensation under the Non-competition

Agreement.

In 2012 the terms and conditions of compensations were not amended (as compared to the ones which were in
force eatlier) in case of resignation or dismissal from the position held for other persons managing the company

except for the one mentioned above.

4.7. Value of remuneration for executives and senior employees

The value of remuneration for executives and senior employees was given in notes and explanation to the
financial statements of Polimex-Mostostal Capital Group.

4.8 Description of basis for amending the Issuer’s Company statute or articles of association
The Issuer is a joint-stock company as a result the principles of its operations and organizational structure is
specified in the Articles of Association.

As a rule, in accordance with Article 430 of the Code of Commercial Companies, every amendment to the
Article of Articles of Association to be effective requires not only a resolution of the General Meeting but also a
constitutive entry in the National Court Register.
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Making amendments to the Issuet’s Articles of Association is the competence of the General Meeting pursuant
to § 33.1.e of the Articles of Association. The task of the Supervisory Board is to give opinion on projects of
amendments to the Issuer’s Articles of Association pursuant to § 38.7 of the Articles of Association and
specifying its uniform text, pursuant to § 38.11 of the Articles of Association (uniform text of the Articles of
Association adopted by Resolution No.7 of the Extraordinary Meeting of Shareholders of 15 October 2012, Rep.
A No.14512/2012).

4.9 Mode of operation of the Issuer’s general meeting and its principal rights, as well as description of
rights of shareholders and manner of their exercise

Pursuant to § 29 of the Articles of Association of the Company (uniform text adopted with Resolution No.7 of
the Extraordinary Meeting of Shareholders of the Company of 15 October 2012, Rep. A No. 14512/2012) the
highest governing body of the Company is the General Meeting of Shareholders.

In accordance with the Code of Commercial Companies and the Articles of Association, General Meetings may

be ordinary (ordinary General Meetings) or extraordinary (extraordinary General Meetings).

A General Meeting is convened by the Board of Directors, whereas a General Meeting is convened annually, not
later than by 30 June of the year after the financial year. A Supervisory Board may convene an ordinary General
Meeting if the Board of Directors does not convene it timely and an extraordinary General Meeting if it deems it
necessary. Shareholders representing at least one-half of the share capital or at least one-half of the total vote in
the Company may also convene an extraordinary General Meeting. In such a case the sharcholders shall elect the
chairman of the General Meeting.

Moreover, a shareholder or sharcholders representing at least one-twentieth of the share capital of the Company
may request that an extraordinary general meeting be convened and that certain matters be placed on the
Meeting agenda. The request for an extraordinary General Meeting to be convened shall be submitted to the
Board of Directors in writing or in electronic form. If, within two weeks of the request being presented to the
Board of Directors, an extraordinary General Meeting is not convened, the registry court may authorize the
shareholders submitting the request to convene the extraordinary general meeting. The court shall appoint the
chairman of the Meeting.

The General Meeting shall be convened by announcement being made on the Company’s website and in a
manner set forth for day-to-day communication in accordance with the Act of 29 July 2005 on public offering,
conditions governing the introduction of financial instruments to organized trading and public companies
(uniform text Journal of Laws of 2009, No. 185 item 1439 as further amended). The announcement should be
made at least 26 days before the date of the General Meeting. The announcement of the General Meeting should
include in particular: (i) date, time and place of the General Meeting and a detailed meeting agenda, (i) a precise
description of procedures relating to participation in the General Meeting and exercising the right to vote, (iii)
the date of registering participation in the General Meeting, (iv) information that only persons being shareholders
on the date of registration of participation in the General Meeting have the right to participate in the General
Meeting, (v) indication where and how the person entitled to participate in the General Meeting may obtain a
complete text of the documentation which will be presented to the General Meeting and drafts of resolutions or,
if the resolutions are not to be adopted, comments of the Board of Directors or the Supervisory Board
concerning matters introduces to the meeting agenda or matters which will be introduced to the meeting agenda
before the date of the General Meeting, (vi) indication of an address of the website where information on the

General Meeting will be given.

The Company is obliged to communicate in the form of a current report such information as the date, time and
place of the General Meeting together with a detailed meeting agenda. Moreover, in the event of intended
amendment of the Articles of Association, the provisions thereof currently applicable, as well as draft
amendment and, where the company makes a decision to devise a new uniform text due to a substantial scope of
the intended amendment, draft new uniform text of the Articles of Association including a specification of the
new or amended provisions thereof shall be quoted. Texts of resolution drafts and enclosures to drafts, which
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are to be discussed by the General Meeting, important for adopted resolution atre also subject to communicating
in the form of a current report.

The main competences of the General Meeting are as follow:

- examination and approval of the financial statements and the Directors' report on the Company’s operations

for the previous financial year,

- granting acknowledgement to members of the Supervisory Board and members of the Board of Directors of
fulfilment of duties,

- distribution of the profit or coverage of losses,

- appointment and dismissal of members of the Supervisory Board,
- amendment to the Articles of Association of the Company,

- anincrease or reduction in the share capital,

- forming and annulment of special purpose funds,

- approval of the Regulations of the Supervisory Board and establishing the regulations of the session of the
General Meeting,

- definition of rules for remuneration payable to members of the Supervisory Board
pay p y )
- giving consent upon issue of convertible or preferential bonds,

- giving consent upon sale and lease of a Company or its organised part, as well as establishment of limited
property security right,

- redemption of Shares with the consent of a shareholders by acquiring them by the Company and defining
terms and conditions of such redemption,

- merger and wind-up of the Company,

- liquidation of the Company and appointment of liquidators,

- consideration of issues presented by the Supervisory Board and the Board of Directors, as well as by the
shareholders,

- other matters reserved to the competence of the General Meeting by provisions of law or provisions of the
Articles of Association.

The first category of shareholder rights is rights concerning shares such as:

(1) the right to transfer shares

Shareholders have the right to transfer shares. Transferability of shares includes disposing of them (transferring
the ownership) and other forms of disposing such as pledging, establishing a usufructuary right to shares and
leasing them. The Articles of Association do not contain provisions limiting the possibility of transferring shares.
(i7)  dividend

Shareholders are entitled to participate in profit disclosed in the financial statements verified by a certified
auditor and allocated by the General Meeting for distribution to the shareholders (the right to dividend).

The governing body entitled to make a decision on profit distribution and paying dividend is the ordinary
General Meeting. The Ordinary General Meeting adopts a resolution on what portion of the Company's profit
disclosed in the financial statements verified by a certified auditor, if any, should be allocated to payment of
dividend. The ordinary General Meeting should be held within six months of the end of the financial year
(corresponds to the calendar year) i.e. by the end of June.

The ordinary General Meeting shall set the dividend date and the dividend distribution date. The dividend date
may be set as the date of adoption of the resolution or within three consecutive months thereafter.

The amount allocated for distribution among the shareholders shall not exceed the amount of profit for the last

financial year, increased by retained earnings and by amounts from supplementary or reserve capital established
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from profit which may be allocated for dividend distribution. This amount shall be decreased by unabsorbed
losses, own shares and by amounts, which pursuant to the law or the Articles of Association, shall be transferred
from profit for the last financial year to the supplementary or reserve capital.

The Board may make a pre-payment to the shareholders against dividend expected as at the end of the financial
year if the Company has sufficient funds to make such distribution. The pre-payment against expected dividend
shall require the consent of the Supervisory Board. The Company may make a pre-payment against expected
dividend if its approved financial statements for the preceding year show a profit. The pre-payment may
represent no more than one-half the profit earned since the end of the preceding financial year, as shown in the
financial statements verified by the certified auditor, increased by reserve capital established from profit, which
the Board of Directors may allocate for pre-payments and decreased by unabsorbed losses and own shares.

Entitled to dividend are persons in whose accounts are registered dematerialised (bearer) shares on the dividend

date and entities having right from dematerialized shares registered in the collective account.

Shareholder’s claims against the Company regarding payment of dividend may be exercised within 10 years of
the date when the ordinary Meeting of Shareholders adopted a resolution on allocation of the entire profit of the
Company or its portion to payment of dividend to shareholders. After this date the Company may refuse to pay

dividend, asserting statute of limitations.

The terms and conditions of collecting dividend by shareholders correspond to regulations adopted by listed
companies. As stated above, the resolution on payment of dividend shall set the date of establishing the right to
dividend (dividend date) and the dividend distribution date. The dividend date may be set as at the date of
adoption of the resolution on profit distribution or within three consecutive months thereafter. The dividend
shall be paid on the date set forth in the General Meeting resolution, and if the General Meeting resolution does
not specify the date, the dividend shall be paid on the date set forth by the Supervisory Board.

The Board of Directors shall announce in the Court and Economic Monitor the planned prepayments against an
expected dividend at least four weeks before the prepayments are made, giving the date as at which the financial
statements were prepared, the amount allocated for disbursement, and the date as at which the persons
authorised to receive the prepayments are determined. The date shall be within seven days before the payments

start to be made.

Pursuant to § 9 Section 3 Chapter XIII of Detailed Exchange Trading Rules adopted with the Resolution No.
4/2006 of the Board of Directors of Gielda Papieréw Warto$ciowych w Warszawie S.A. (the Warsaw Stock
Exchange - WSE) of 10 January 2006 as further amended, the Company shall immediately notify the Exchange
of adoption of a resolution concerning the allocation of profit for the payment of dividend to shareholders, the
amount of the dividend, the amount of the dividend per one share, the date of determination of the dividend
rights, and the dividend payment date. Moreover, § 106 of Detailed Rules of Operation of the National
Depository of Securities (“NDS”), whose uniform text constitutes an appendix No.1 to the Resolution of NDS
No. 1128/11 of 15 December 2011 as further amended, imposes on the Company the obligation to notify the
NDS of the amount of the dividend per share as well as of the dividend date and the dividend payment date not
later than 5 days prior to the dividend payment date. Pursuant to § 106.2 of Detailed Rules of Operation of the
National Depository of Securities there shall be at least nine days between the dividend date the dividend
payment date. The above mentioned rules are applicable to making pre-payment against expected dividend.

Payment of dividend and pre-payment against the expected dividend to holders of dematerialized shares of the
Company shall be made by means of the depository system of the NDS The NDS transfers funds on account of
the dividend and pre-payments against the expected dividend into the accounts of the NDS participants who
next transfer received funds into cash accounts of the Company's sharcholders kept by individual brokerage
houses. The dividend payable to persons entitled from dematerialised shares of the Company registered into the

collective account is transferred to its holder by the entity keeping such an account.

In 2012 the Company did not pay dividend from profit for the year ended 31 December 2011.
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The Company does not expect the dividend for the year ended 31 December 2012 to be paid in 2013, among
other things, due to the obligation of the Company not to pay it arising from the Agreement on Regulations of
Debt Servicing as defined in Section 5.4 of this Report. Pursuant to Article 29.17 (a) of the Agreement on
Regulations of Debt Servicing, payment of the dividend or pre-payment against the expected dividend shall
require the consent of the Qualified Majority of Creditors as defined in the above mentioned agreement.

(i) pre-emptive right

Shareholders are entitled to take up newly issued shares of the Company in proportion to the number of shares
currently held (the pre-emptive right). The shareholders shall have the priority right to take up newly issued
shares in proportion to the number of shares currently held, where there is a pre-emptive right if convertible
securities or securities incorporating the subscription rights are issued. A resolution on the increase in the share
capital shall specify the date as at which a list shall be drawn up of shareholders who have pre-emptive rights to
the new shares (pre-emptive rights date). The pre-emptive right date may not be set forth later than upon the
lapse of six months from adoption of the resolution. The agenda for the General Meeting, when the resolution
on increasing the share capital of the Company is adopted, shall specify the proposed date of the pre-emptive
rights.

Shareholders may be deprived of their pre-emptive rights to newly issued shares solely by acting in the interest of
the Company and if a motion to this effect was included in the agenda for the General Meeting. The Board of
Directors shall present the General Meeting with a written opinion providing reasons for depriving the
shareholders of their pre-emptive rights and the proposed issue price for shares or the manner of setting thereof.
A resolution on depriving the shareholders of their pre-emptive rights shall be adopted by the majority of at least
four-fifths of votes.

The majority of four-fifths of votes is not required to adopt a resolution on depriving current shareholders of

their pre-emptive rights if:

- pursuant to the resolution on increase in the share capital, all newly issued shares are to be taken up by a
financial institution (underwriter), subject to the obligation to subsequently offer the shares to the
shareholders in order for the latter to exercise their pre-emptive rights on the terms and conditions set forth

in the resolution;

- pursuant to the resolution the newly issued shares are to be taken up by the underwriter in the event the
shareholders having the pre-emptive rights fail to take up all or any portion of the shares offered to them.

(iv) right to a share in assets in case of liguidation of the Company

If the Company is liquidated every share entitles on a pro rata basis to a share in the assets remaining after
having satisfied or secured creditors of the Company.

Another category of rights of shareholders are rights and duties relating to the General Meeting which include:

(1) the right to participate in the General Meeting and the right fo vote

A shareholder may participate in the General Meeting and exercise the right to vote in person or by proxy. A
shareholder intending to participate in the General Meeting by proxy must give the proxy a power of attorney in
a written or in electronic form. A form including a sample power of attorney shall be included in the
announcement to convene the General Meeting. Moreover, the Company should be informed of granting the
power of attorney in electronic form with the use of electronic communication media indicated in the
announcement to convene the General Meeting. The Company shall take appropriate measures to identify a
shareholder of the Company and of proxy in order to verify the validity of the power of attorney granted in
electronic form. A detailed description of the manner of verification of validity of a power of attorney granted in

an electronic form is included in the text of the announcement to convene the General Meeting.

A shareholder holding shares registered in more than one security account may establish separate proxies to
exercise rights arising from shares registered in each of the accounts.
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If the proxy of a shareholder at the General Meeting is a member of the Board of Directors, a member of the
Supervisory Board, a liquidator, an employee of the Company or a member of governing bodies or an employee
of a dependent company or a co-operative of such a Company, a power of attorney may authorize him to
represent the principal at only one General Meeting. The proxy shall be obliged to disclose to the shareholder
circumstances indicating that there is or may be a conflict of interests. In such a case granting a further power of

attorney shall be excluded. A proxy mentioned above shall vote in accordance with instructions given by the
shateholder.

Pursuant to § 20 of the Articles of Association of the Company, every share entitles to one vote at the General
Meeting.

Resolutions of the General Meeting of shareholders are adopted by an absolute majority of votes unless the
regulations of the Code of Commercial Companies or of the Article of Association of the Company provide
otherwise.

A shareholder may vote differently under each share held. A proxy may represent more than one shareholder

and vote differently under shates of each shareholder.

A shareholder may not, either in person or by proxy, vote on resolutions concerning his liability against the
Company on whatever account, including , acknowledgment of fulfilment of his duties, release from any of his
duties towards the Company, or any dispute between him and the Company. The above limitation does not refer
to a shareholder acting in the capacity of a proxy of another shareholder while adopting resolutions relating to
his person as mentioned above.

The right to participate in the General Meeting shall be vested only in persons who are company shareholders
sixteen days before the date of the General Meeting (date of registration of participation in the General Meeting).

(i) rights in the scope of convening the General Meeting, setting forth its agenda and acquiring information affecting the

assessment of a matter on the agenda

The rights of shareholders representing a specified portion of the share capital concerning convening the

General Meeting are presented in the introduction to this section.

The intention to hold the General Meeting is connected with the right of a sharcholder or sharcholders
representing at least one-twentieth of the share capital of the Company to request that certain issues be placed on
the agenda of the next General Meeting. The request should be submitted to the Board of Directors not later
than 21 days prior to the specified date of the General Meeting. The request may be submitted in electronic
form. The Board of Directors shall be obliged to announce, immediately though not later than 18 days before
the date set for the General Meeting, amendments to the agenda introduced at the shareholder’s request. The

announcement shall be made in a manner appropriate for convening a General Meeting.

A shareholder or sharecholders representing at least one-twentieth of the share capital may, before the date of the
General Meeting, submit to the Company in writing or by electronic means of communication draft resolutions
on issues placed on the agenda of the General Meeting or issues that are to be placed on the agenda. The

Company shall immediately announce the draft resolutions on its website.

Each shareholder shall have the right to request copies of motions concerning matters placed on the agenda of
the next General Meeting. Such a request should be submitted to the Board of Directors. The copies of motions
should be issued not later than within one week before the General Meeting.

The right of a shareholder to participate in the general Meeting is linked with the right to receive information
consisting in the Board of Directors being obliged to give a shareholder, during the General Meeting, at his
request information relating to the Company if it is reasonable for assessment of an issue placed on the agenda
of the General Meeting. If there are important reasons, the Board of Directors may give the information in
writing outside the General Meeting. In this case the Board of Directors shall be obliged to give information not
later than within two weeks of the date of making the request by the shareholder during the General Meeting.
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The Board refuses to give information, it could harm the Company, a related company or a dependent company
or a co-operative of the Company in particular by disclosing technical, commercial or organizational secrets of
the enterprise. A member of the Board of Directors may refuse to give information if giving the information

constituted basis for penal, civil or administrative liability.

(i13) right to request o elect the Supervisory Board by a vote in separate groups

At the request of the shareholders representing at least one-fifth of the share capital of the Company, members
of the Supervisory Board shall be elected at the next General Meeting by a vote in separate groups, even if the
Articles of Association provide for a different manner of electing the Supervisory Board. In such a case the
manner provided for in the Articles of Association of the Company is not applicable and shareholders shall apply

the procedure specified in the Code of Commercial Companies.
(i) right to appeal against resolutions of the General Meeting

Shareholders shall have the right to appeal against resolutions adopted by the General Meeting by filing a
statement of claim for repealing such resolution or by filing a claim to declare such resolution invalid.

A statement of claim for repealing such resolution shall be filed to appeal against the resolution of the General
Meeting which is in conflict with the provisions of the Articles of Association or good practice or detrimental to
Company’s interest or aimed at harming a sharcholder within one month of receipt of information on the

resolution, however, not later than three months after the adoption of such resolution.

A statement of claim for declaring a resolution invalid is filed to appeal against the resolution of the General
Meeting adopted in breach of the law within 30 days of its publication, however, not later than one year from

adoption of such resolution.

The right to file a statement of claim for repealing a resolution of the General Meeting or to declare a resolution
invalid shall be vested in, apart from the Board of Directors, the Supervisory Board and individual members of
these authorities, a shareholder who voted against such resolution and, upon the adoption thereof, requested that
his objection be recorded, a shareholder who was prevented from participating in the General Meeting without a
sound reason and a sharcholder who was absent in the General Meeting, only in the event of a defective
convening of the General Meeting or adoption of a resolution on a matter not included in the agenda.

A separate category of rights of a shareholder in a public company is the right to request to appoint a special-

purpose auditor.

Pursuant to Article 84 of the Act of 29 July 2005 on public offering, conditions governing the introduction of
financial instruments to organized trading and public companies (uniform text Journal of Laws of 2009 No. 185
item 1439 as further amended) at the request of a sharcholder or shareholders holding at least 5% of the total
vote, the General Meeting may adopt a resolution on mandating to an expert, at the Company's expense, a
specific issue related to the Company’s incorporation or the conduct of its business. To this end, the
shareholders may request that an extraordinary General Meeting be convened or the adoption of such a
resolution be placed on the agenda of the next General Meeting. The request should be presented to the Board
of Directors in writing a month before the proposed date of the General Meeting. If, within two weeks of the
request being presented to the Board of Directors, an extraordinary General Meeting is not convened, the
registry court may, after having requested the Board to make a statement, authorize the shareholders submitting
the request to convene the extraordinary General Meeting. The court shall appoint the chairman of the
Meeting.

The resolution of the General Meeting on appointment of the special-purpose auditor should specify in

particular:

- identity of the special-purpose auditor agreed upon in writing by the shareholder(s) requesting its
appointment;

- subject and scope of the review, compliant with the request submitted by the shareholder(s), unless the
shareholder(s) agreed in writing to change therein;
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- types of documents which the Company should provide to the auditor; and
- date for commencement of the review, set not later than three months as of the resolution date.

If the General Meeting does not adopt a resolution in accordance with the request or adopts such a resolution in
breach of Article 84.4 of the above mentioned Act of 29 July 2005 on public offering, conditions governing the
introduction of financial instruments to organized trading and public companies (uniform text Journal of Laws
of 2009 No.185 item 1439 as further amended), the requesting shareholder(s) may, within 14 days from the
resolution date, move to the registry court for appointment of the designated entity as the special-purpose

auditor.

The Board of Directors and the Supervisory Board shall be obliged to provide the special-purpose auditor with
the documents specified in the resolution of the General Meeting, or in the court’s decision to appoint the

special-purpose auditor, and shall also provide all clarifications necessary for the performance of the review.

The special-purpose auditor shall submit a written report on review findings to the Company’s Board of
Directors and Supervisory Board. The Board of Directors shall forward the report by way of a current report
procedure. The report prepared by the special-purpose auditor shall not disclose any information comprising
technical, commercial or organizational secrets of the Company, unless its disclosure is necessary to justify the

position stated in the report.
The Board of Directors shall submit a report on its response to the review findings at the next General Meeting.

Amendments of rights of owners of shares require a resolution of the General Meeting adopted by the majority
of three-quarters of vote and an entry into the register of entreprencurs of the National Court Register.
Moreover, the resolution on amendment of Articles of Association, increasing considerations of shareholders or
reducing the rights vested in the shareholders personally require the consent of all shareholders interested.

5. Shareholding

5.1. Total number and nominal value of all shares of Polimex-Mostostal S.A. owned by executives and
senior employees

As at 31.12.2012 executives/senior employees held the following number of shares of the Issuer:

Position held Current number of shares held

2,376,281 bearer shares of nominal value of 0.04 PLN each, 2,376,281 voting shares

Member of the Board of Directors at the Company General Meeting,

2,376,281 bearer shares of nominal value of 0.04 PLN each, 2,376,281 voting shares

Total at the Company General Meeting.

5.2. Shareholders having directly or indirectly by subsidiaries at least 5% of total vote at the General
Meeting of Polimex-Mostostal S.A.

Due to the fact that the Company is a public company whose shates are in trading on the prime market of the
WSE, the company does not have any detailed information on its current shareholding structure. The table
below was prepared based on notifications under Article 69 of the Act of 29.07.2005 on public offering,
conditions governing the introduction of financial instruments to organized trading and public companies or

published in another manner provided for in the regulations.

As at 31 December 2012 the only shareholder holding, in accordance with presented announcements, at least
five per cent of total vote in the General Meeting was ING Open Pension Fund (84,487,729 of shares
constituting 16.21% of share capital and votes). As at 31.12.2012 the number of shares of all issues was
521,154,076.
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In January 2013 series M and N1 shares were registered by the Court. After taking up new issues, as at 31
January 2013 the structure of shareholding was as follows:

It No. of % interest in share
em
N Shareholder shares / capital/total votes at
o votes GSM
L Agencja Rozwoju Przemystu S.A. 300,000,001 22 49%
(Agency for Development of Industry)
2. ING Open Pension Fund 185,431,892 13.90%
3. Pioneer Pekao Investment Management S.A., of which: 74,829,384 5.61%
Pi P two 2 1 ; A.
20.7%’6’7’ ekao Towarzystwo Funduszy Inwestyeyjnych S. 72,162,718 541%
(Pioneer Pekao S.A. Investment Fund Company)
4. Other shareholders 773,713,311 58.00%
Number of shares of all issues 1,333,974,588 100.00%

5.3. Representation on corporate governance
In the described reporting period, the Issuer applied all rules for corporate governance defined under “Best

Practice of WSE listed companies”. These rules are available on the Warsaw Stock Exchange website: www.corp-
gov.gpw.pl.

5.4. Information on contracts acknowledged by the Issuer (including concluded after the statement of
financial position date) and that may change future proportions in shares owned by the current
shareholders and bondholders

On 21 December 2012 the Company and its subsidiaries ,,Polimex-Development” Krakéw Sp. z o.0. in Cracow,
Polimex-Mostostal Development Sp. z o0.0. in Warsaw and BR Development Sp. z o.0. in Cracow concluded
with Banks and Debenture Holders listed in enclosure No.1 the Agreement on Regulations of Debt Servicing
(“Agreement on Regulations of Debt Servicing”).

Under the Agreement on Regulations of Debt Servicing (Article 7) the majority of Debenture Holders listed in
enclosure No.21 to the agreement (“Converting Debenture Holders”) assumed an obligation to convert
receivables arising from debentures issued by the Company in the amount of approx. PLN 250 million into
Series M shares. In the scope of remaining, unpaid portion of receivables of Converting Debenture Holders in
the amount of approx. PLN 144 million the Converting Debenture Holders assumed an obligation to postpone
the final repayment of this receivable by 31 December 2016.

The conversion was made on 21 December 2012. The Company concluded with the Converting Debenture
Holders agreements for them to take up 416,666,006 series M shares in total and the issue price of series M
shares was paid by setting off receivables of the Converting Debenture Holders in the total amount of approx.
250 million against the issue price of series M shares.

On 28 December 2012 the Company concluded the agreement to take up Shares under which ING Open
Pension Fund took up 75,543,585 Series N1 shares at the total issue price of PLN 39,282,664.20 in exchange for
a cash contribution in the amount of PLN 39,282,664.20.

On 31 December 2012 under another agreement to take up Shares ING Open Pension Fund took up 20,610,261
Series N1 shares at the total issue price of PLN 10,717,335.72 in exchange for a cash contribution in the amount
of PLN 10,717,335.72.

Under the investment agreement (“Investment Agreement”) concluded on 21 December 2012 the Company
assumed an obligation to offer for the benefit of the Agency for Development of Industry S.A. (“ADI”)
300,000,000 Series N1 shares at the issue price of PLN 0.50 each Series N1 share i.e. at the total issue price of

60



Directors’ report on the operations of Polimex-Mostostal for the year ended 31 December 2012 ‘M mls'?:s};al

GRUPA KAPITALOW

PLN 150 million, and the ADI assumed an obligation to take up Series N1 shares and to pay the total issue price
if the Agreement on Regulations of Debt Servicing becomes effective.

Moreover, the Company assumed an obligation to offer without remuneration for the benefit of the ADI
subscription warrants issued under resolution No. 6 of the Extraordinary Meeting of Shareholders of 15 October
2012 in the number which (if the warrants are exercised) together with other Shares will entitle the ADI to
exercise not more than 32.99% of vote at the General Meeting of Sharcholders (including the final number of
shares taken up as a result of issue of Series M shares, Series N1 shares and Series N2 shares) yet not more than
256,630,422 warrants. The warrants shall be issued to the ADI within 10 working days of the registration by the
registry court of resolution No. 6 of the Extraordinary Meeting of Shareholders of the Company of 15 October
2012.

As the Investment Agreement was signed and became effective in connection with coming into force of the
Agreement on Regulations of Debt Servicing on 21 December 2012, on the same date the Company concluded
with the ADI an agreement to take up offered series N1 shares at the total issue price of PLN 150 million.

5.5. List of holders of all securities granting special controlling rights with regards to the parent with
their description

The parent does not have any securities granting special controlling rights over the Company.

5.6. Acquisition of treasury shares, in particular definition of acquisition purpose, number and nominal
value, and part of represented share capital, acquisition prices as well as selling prices in case of
disposal

In the reporting period the parent company did not acquire any treasury shares.

Moreover, pursuant to Article 29.17.(b) of the Agreement on Regulations of Debt Servicing as defined in section
5.4 of this Report, the Company shall not, without a prior written consent of an absolute majority of Creditors -
as defined in the above mentioned agreement, acquire own shares or announce the own shares buy-back
programme in view of the Commission Regulation (EC) No. 2273/2003 of 22 December 2003 implementing
Directive 2003/6/EC of the European Patliament and of the Council as regard exemptions for buy-back

programmes and stabilization of financial instruments.

5.7. Limitation in transfer of ownership rights to securities and limitations in the scope of execution of
voting rights arising from shares in the parent

As far as the Issuer’s shares are concerned, there are no limitations on transfer of ownership rights arising from
securities of the Company, nor limitations in the scope of execution of voting rights arising from securities of the
Company. There are no provisions separating equity rights from holding of securities.

5.8. Employees shares scheme controlling system

Based on resolutions of the Extraordinary General Meeting of Polimex-Mostostal S.A. of 31.01.2006, option
contracts with the President and Members of the Board of Directors, members of management of Polimex-
Mostostal S.A. and chairmen of the boards of directors of subsidiaries were concluded under incentive scheme
for the years 2006 — 2008 addressed to key members of the Issuer management. Detailed description of the
above-mentioned incentive scheme is included in the current report of the Issuer no 9/2006 of 31.01.2006.

On 04.07.2008 The Ordinary Meeting of Shareholders of Polimex-Mostostal S.A. adopted Resolution No 26 on
adoption of the company incentive scheme for the years 2009 — 2011, and conditional increase in share capital
connected with the scheme and amendments to the Polimex-Mostostal S.A. statute as well as issue of the

Company subscription warrants. Detailed description of the above-mentioned incentive scheme is included in
the current report of the Issuer No. 43/2008 of 04.07.2008.

As of 31.12.2012 the balance of provision recognised in reserve capital of the Issuer for both of the above
mentioned schemes amounts to PLN 32,086 thousand (as at 31.12.2011 — PLN 32,086 thousand).
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6. Environmental protection

Emission of pollution to the air, emission of liquid waste (industrial, sanitary and residual), solid waste and noise
are the by-products of Polimex-Mostostal S.A. activities. The company runs its operations under requirements
on environment protection binding in Poland. Polimex-Mostostal activity is regulated in particular by Act of
27.04.2001 Environmental protection law (Journal of Laws of 2008 No 25, item 150 as further amended) and
Act of 27.04.2001 on wastes (Journal of Laws of 2010 No 185, item 1243 as further amended). The Company
has all necessary permits and environmental decisions required from enterprises by the Polish and Community

law, including:

e integrated permit regarding metal coating systems with charge exceeding 2 tons of raw steel per hour,

® water-legal permit to dispose of wastes with substances particularly harmful for water environment,

® permit to emissions to the air generated from painting houses and steel structures welding plants, as well as
grating production plants,

e permit to produce waste generated from painting houses, welding and grating production plants,

e water-legal permit to intake underground waters.

The issues of environment protection are of great importance for the Company (the Company runs the
Integrated Management Systems, implemented ISO 14001:2004 standard: Natural Environment Management
System). Natural Environment Protection Department of Polimex-Mostostal S.A. is dealing with co-ordination
of actions taken by the Company in scope of environmental protection. Current control over level of emissions
of particular wastes, reporting on wastes and control over their neutralisation and recovery, control over liquid
waste disposal and periodical monitoring of emission of pollution to the air are the basic tasks of this
Department.

From 14th to 17% May 2012 a recertification audit was conducted in the Company in the scope of compliance
with ISO 14001:2004 standard. The audit confirmed that the Company is managed in accordance with the
highest environmental standards and the applied production process guarantees the protection of the natural
environment by reducing the consumption of energy and materials, improvement of waste management and
minimization of the emission of pollution. The system shapes the environmental awareness of the staff,
guarantees that the environmental regulations are observed, reduces the risk of fines and improves its
environmental credibility. In 2012 Polimex-Mostostal S.A. was not encumbered with any penalties for exceeding

of standards defined in natural protection laws.

7. Information on entity with which the Issuer has concluded a contract for audit of financial
statements

On 01.08.2012 the contract was concluded with z Ernst & Young Audit Sp. z o0.0. with the registered office in
Warsaw at Rondo ONZ 1 on audit of the financial statements prepared by Polimex-Mostostal S.A. and Polimex-
Mostostal Capital Group for 2012 and on review of the financial statements prepared by Polimex-Mostostal S.A.
and Polimex-Mostostal Capital Group for the first half of 2012. The total remuneration due to for the above
mentioned services amounts to PLN 1,681 thousand (apart from the audit of Polish and foreign subsidiaries of
Polimex-Mostostal S.A.). The entity authorized to audit did not render in 2012 any other services apart from

reasonable assurance engagement, in particular it did not render tax advisory services.

8. Other significant events in the financial year having impact on operations of the Company

As a supplement to the information given above, the significant events which occurred in 2012 include:

e  On 29 February 2012 the Extraordinary Meeting of Shareholders of Polimex-Mostostal S.A. was held upon
demand of the ING Open Pension Fund, the Company’s shareholder. The Meeting adopted resolutions on
the following:

— change of the composition of the Supervisory Board
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(i) the following persons were dismissed: Kazimierz Klek, Mieczystaw Pulawski, Andrzej Szumanski
(i) the following persons were appointed: Andrzej Bartos, Pawel Dluzniewski, Dariusz Formela,
Dariusz Krawczyk
(i) The above mentioned persons were appointed for the period of common term of office
(iv) Till the end of term of office the Supervisory Board shall be composed of 7 members.
— amendments to the wording of the Company’s Articles of Association
(@) in the scope of provisions relating to the procedures of convening General Meetings (§ 30 of the
Articles of Association)
(i) in the scope of amending the procedure of appointing the Board of Directors by the Supervisory
Board (§ 42 of the Articles of Association)
(iii) in the scope of the authorization to represent the Company (§ 46 of the Articles of Association).

— determination of the uniform text of the Articles of Association of the Company.

The new wording of § 42 projects the following mode of appointing the Board of Directors of the
Company: ,,In case of appointing a one-person Board of Directors, the Supervisory Board appoints the
President of the Board, and in case of a collective Board of Directors it appoints the President of the Board,
Vice Presidents and other members of the Board. The appointment of Vice Presidents and members of
the Board of Directors is made by the Supervisory Board after having consultations with the President of
the Board.” In the same article the procedure of sharing competence was specified as follows: ,,The
structure and competence of the Board of Directors and its members is approved by the Supervisory Board
by means of a resolution”.

The new wording of § 46 specifies the representation of the Company in the following way: ,,In case of a
collective Board of Directors, to make statements and sign documents on behalf of the company are
authorized: two members of the Board of Directors (the President, Vice presidents or members of the
Board) acting jointly or one member of the Board of Directors (the President, Vice President or a member
of the Board) acting jointly with a commercial proxy."

Details are included in current report No. 16/2012 of 29.02.2012.

Amendments to the Articles of Association mentioned above were made under resolutions No. 12, 13 and
14 of the Extraordinary Meeting of Shareholders of Polimex-Mostostal S.A. and were registered in the
National Court Register on 13.03.2012.
e On 27.06.2012 the Ordinary General Meeting of Shareholders of the Company adopted resolutions, in
which
— it approved the Directors’ Reports on the operations of the Company and of the Capital Group
and the standalone and consolidated financial statements for the year 2011;
— itapproved the report of the Supervisory Board for the year 2011;
— it decided to assign the entire net profit generated by the Company in 2011 to the supplementary
capital;
— itacknowledged the fulfilment of duties by the members of the Supervisory Board;
— itapproved the Regulations of the Supervisory Board of the Company.

The Ordinary Meeting of Shareholders did not adopt a resolution on acknowledgment of fulfilment of
duties by the members of the Board of Directors.

Details are included in cutrent report No. 43/2012 of 27.06.2012.
e On 17.04.2012 the Board of Gielda Papieréw WartoSciowych w Warszawie S.A. (the Warsaw Stock
Exchange) adopted resolutions which resulted in admitting for trading on the Warsaw Stock Exchange

12,500 ordinary bearer shares formed due to the conversion of registered shares to bearer shares,
consequently the number of Issuer’s shares in trading rose to 521,104,026.

e On 06.09.2012 the Board of Gielda Papieréw Warto$ciowych w Warszawie S.A. (the Warsaw Stock
Exchange) adopted resolutions which resulted in admitting for trading on the Warsaw Stock Exchange
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12,500 ordinary bearer shares formed due to the conversion of registered shares to bearer shares,

consequently the number of Issuer’s shares in trading rose to 521,116,526.

In the period between 01.10.2012 and 05.12.2012 Polimex-Cekop Development Sp. z o0.0. disposed of the
entire held block of shares of Polimex-Mostostal S.A. i.e. 13,152,500 shares.

In the reporting period the holding of Issuer’s shares by the clients of Pioneer Pekao Investment
Management S.A. (PPIM) changed. As a result of the sale transaction, the number of shares held by all
clients of PPIM as at 23.04.2012 decreased to 25,891,203, which constituted 4.97% of the share capital of
Polimex-Mostostal S.A. Detailed information on the above-mentioned change may be found in Issuer’s
current report No. 32/2012 of 27.04.2012.

In the reporting period the holding of Issuet’s shares at ING Open Pension Fund ING OPF) changed. As
a result of purchase transaction, the number of shares held by the Fund as at 23.05.2012 increased to
84,487,729, which constituted 16.21% of the share capital. Detailed information on the above-mentioned
change may be found in Issuet’s current report No. 34/2012 of 24.05.2012.

On 25.09.2012 Impexmetal S.A. concluded a sale transaction which resulted in increasing its share in total
vote over 5%. After the transaction Impexmetal S.A. held 34,170,355 shares constituting 6.56% of the
Issuer’s share capital. Detailed information on the above mentioned transaction may be found in Issuet’s
current report No. 82/2012 of 26.09.2012. On 10.10.2012 Impexmetal S.A. as a result of selling a block of
Issuer’s shares reduces the number of held shares up to 25,100,100 which constituted 4.82% of the share
capital. Detailed information on the above mentioned transaction may be found in Issuer’s current report
No. 99/2012 of 16.10.2012.

On 29.06.2012 the Board of Directors of the Issuer terminated on a three month notice the Collective
Labour Agreement of Polimex-Mostostal S.A. On 30 November 2012 the Board of Directors concluded
with No. 36 Inter-company Committee of the “Solidarnos¢” Independent Trade Union of Polimex-
Mostostal S.A., the “Budowlani” Trade Union, the Inter-company Board of Polimex-Mostostal S.A., the
Trade Union of the Employees of Polimex-Mostostal S.A., the Trade Union of the Employees of ZREW
and the Energomontaz-Pétnoc Trade Union a new Collective Labour Agreement of Polimex-Mostostal S.A.

On 11 November the new CLA was registered and as of 1 January 2013 it became effective.

On 15.10.2012 the Extraordinary General Meeting of Sharcholders of the Company adopted resolutions, in which:

- itincreased the share capital of the Company by amount not less than PLN 0.04 and not more than
PLN 16,666,666.64 by issuing not less than 1 and not more than 416,666,666 ordinary series M
bearer shares of the nominal value of PLN 0.04 each. Series M shares were taken up by a private
subscription by Debenture Holders of the Company at the issue price of PLN 0.60 per one Series
M share. The increase in share capital by means of issuing Series M shares was registered in the
register of entrepreneurs of the National Court Register on 22 January 2013;

- it increased the share capital of the Company by amount not less than PLN 12,000,000 and not
more than PLN 15,846,153.84 by issuing not less than 300,000,000 but not more than 396,153,846
ordinary series N1 bearer shares of the nominal value of PLN 0.04 each. 300,000,000 Series N1
shares were taken up by the Agency for Development of Industry at the Issue price of PLN 0.50
per one Series N1 share while executing the Investment Agreement, whereas 96,153,846 Series N1
shares were taken up by ING Open Pension Fund at the issue price of PLN 0.52 per one Series N1
share. Increase of share capital by means of issuing Series N1 shares was registered in the register
of entrepreneurs of the National Court Register on 22 January 2013;

- itincreased the share capital of the Company by amount not less than PLN 0.04 and not more than
PLN 7,692,307.68 by issuing not less than 1 and not more than 192,307,692 ordinary series N2
shares of the nominal value of PLN 0.04 each. The issue of Series N2 shares will be in the form of
closed subscription conducted as an Offering made based on the Prospectus. The number of Series
N2 shares will be reduced by the number of Series N2 shares subscribed by ING Open Pension
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Fund. As a result, the share capital of the Company may be increased by not more than 96,153,846
Series N2 shares.

— it gave its consent to the issue of subscription warrants and to conditionally increase the share capital of
the company by means of issue of seties O shares, in both cases excluding preemptive rights of current
shareholders, and to make appropriate amendments to the Articles of Association of the Company.

— itamended the Articles of Association and adopted the uniform text of the Articles of Association.

— it gave its consent to dispose of organised parts of an enterprise of the Company: ZREW Plant
Transformers Branch with the registered office in 1.6dz, Corrosion Protection Plant Debica Branch

and Corrosion Protection Plant Czestochowa Branch.

— The following persons were dismissed from composition of the Supervisory Board: Pawel
Dtuzniewski and Jacek Ksen.

— The following persons were appointed for the composition of the Supervisory Board: Marek
Wierzbowski and Sebastian Bogustawski.

The Issuer communicated the complete text of adopted resolutions in current report No. 96/2012 of 15.10.2012.

Amendments to the Articles of Association made under resolutions of the General Meeting, which are
mentioned above, were registered at the NCR on 22.01.2013.

On 21.12.2012 the Issue concluded a contract to sell an organized part of an enterprise of the Company
under the business name of Zaklad ZREW Oddzial Transformatory with the registered office in £.6dz to
ZREW TRANSFORMATORY Sp. z o.0. with the registered office in £.6dz (controlled by Highlander
Partners with the registered office on Dallas, USA). The Issuer communicated about the concluded
transaction in current report No. 128/2012 of 21.12.2012.

In October 2012 three companies: Eurometal S.A., S-Sercice Agro Sp. z o.0. and Inwestycje Przemystowe
Sp. z o.o. filed requests to declare liquidation bankruptcy of the Issuer (cutrent reports No. 94/2012,
101/2012 and 104/2012, respectively). The requests were later withdrawn by the companies and as a result
the Court decided to discontinue the case of which the Issuer informed in cutrent reports No.122/2012,
111/2012 and 121/2012, respectively. The Court decisions are final.

On 08.12.2012 the Issuer concluded with Tomasz Kozuchowski a preliminary contract to sell the entirety of
shares held in Zaklad Transportu — Grupa Kapitalowa Polimex Sp. z o0.0. The Issuer owns 100% of the

company’s shares.

Withdrawing from the contract to construct the multifunctional building of the International Congress
Centre in Katowice concluded on 3.10.2011. The employing party gave as reasons for withdrawal delays in
construction of the building, which, in his opinion, unable timely completion of the investment. The Issuer
thinks that the withdrawal is unjustified. Details ate included in report No. 75/2012 of 20.09.2012.

9. Events significant for operations of the Company that occurred after the end of financial

year and until approval of the financial statements

Apart from the events mentioned above, in the period from the end of 2012 till the date of preparation of this

report the following events significant for the operations of the Polimex-Mostostal occurred:

On 28.01.2013 as a result of taking up of a block of series M shares, the share of Pioneer Pekao Investment
Management S.A. exceeded 5% of Issuet’s capital and the number of shares held by Pionier Pekao
Towarzystwo Funduszy Inwestycyjnych S.A. was 72,162,718 which constitutes 5.41% of the Issuet’s capital,
whereas the number of shares held by all clients of Pionier Pekao Investment Management S.A. was
74,829,384 which constitutes 5.61% of capital. Detailed information on the above-mentioned change may
be found in Issuer’s current report No. 7/2013 of 28.01.2013.

As a result of taking up a block of series N1 shares, which occurred after the court registered the issue on
22.01.2013, the number of shares held by ING Otwarty Fundusz Emerytalny S.A. increased to 185,431,892,
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which constitutes 13.9% of the Issuer’s capital. Detailed information on the above-mentioned transaction
may be found in Issuet’s current report No. 9/2013 of 30.01.2013.

After the registration by the Court of series N1 shares, which took place on 22.01.2013, the number of
shares held by the Agency for Development of Industry was 300,000,001 which constitutes 22.49% of the
capital. Detailed information on the above-mentioned transaction may be found in Issuer’s current report
No. 8/2013 of 29.01.2013.

On 31.01.2013 all conditions precedent specified in the conditional agreement to sell the shares of Fabryka
Kottéw Sefako S.A. with the registered office in Sedziszow concluded on 24 October 2012 between the
Issuer and MARS Closed Investment Fund with the registered office in Warsaw, managed and represented
by MARS Towarzystwo Funduszy Inwestycyjnych S.A. with the registered office in Warsaw were jointly met.
The total price for the block of shares constituting 95.97% of capital and vote in General Meetings of Sefako
amounts to PLN 72.3 million, it may change where any circumstance specified in the sale contract arise. MS
Towarzystwo Funduszy Inwestycyjnych S.A. is a dependent company of the Agency for Development of
Industry, and the Agency holds 22.48% of the Issuer’s share capital. After completing the transaction the
Issuer does not hold any Sefako shares. Details of the transaction are included in current report No.
13/2013 of 31.01.2013.

On 24.10.2012 the Issuer concluded with MARS Closed Investment Fund a conditional contract to sell the
entire block shares, constituting 99.99% of capital and vote, the Issuer held in Energomontaz-Péinoc Gdynia
Sp. z 0.0. with the registered office in Gdynia, for the total price of PLN 57.0 million gross. As on 7.03.2013
conditions precedent for performance of the contract were fulfilled, the Issuer transferred to the buyer the
entire held block of shares (at present the Issuer does not hold any interest in Energomontaz-Pétnoc Gdynia).
The buyer paid an advance payment, whereas the remaining amount shall be paid in two instalments. The final
price of the transaction may be decreased if there circumstances described in the contract arise. The buyer,
MARS Closed Investment Fund is managed and represented by MS Towarzystwo Funduszy Inwestycyjnych
S.A., which is an entity dependent on Agencja Rozwoju Przemystu S.A. holding 22.48% of Issuet’s capital and
vote. More information is included in cutrent report No. 30/2013 of 08.03.2013.

On 13.02.2013 while executing a preliminary contract of 24.10.2012, the Issuer concluded a conditional
contract to sell three real properties located in Gdynia together with attached buildings, structures and
machinery for the total price of PLN 43.3 million. The buyer of the real property is MARS Finance 1 spélka
z 0.0. with the registered office in Warsaw, the company 100% dependent on MARS Closed Investment
Fund mention in the paragraph above.  Conditions precedent for the contract were fulfilled and on
07.03.2013 the transaction was completed. Together with the disposal of the above mentioned real
properties a contract was concluded to dispose of chattels located in them for the total amount of PLN 9.9
million gross. More information is included in current report No. 31/2013 of 08.03.2013. The execution of
the transactions was one of conditions precedent for performing the contract to purchase the block of

shares of Energomontaz-Péinoc Gdynia Sp. z o.0. mentioned above.

On 06.02.2013 the Issuer submitted to the Polish Financial Supervision Authority a prospectus prepared in
connection with a public offering for 96,153,846 ordinary bearer series N2 shares and application for
admitting and introducing 521,154,076 pre-emptive rights Series N2 shares, for 96,153,846 rights to series
N2 shates, not more than 96,153,846 ordinary bearer series N2 shares, 416,666,666 ordinary bearer series M
shares and 396,153,846 ordinary bearer series N1 shares to trading in the prime market of the Warsaw Stock
Exchange.

On 15.02.2013 the Extraordinary General Meeting of Shareholders of the Company adopted resolutions, in
which
— It dismissed from the composition of the Supervisory Board the following persons: Jan Wozniak,

Sebastian Boguslawski, Andrzej Bartos and Dariusz Formela

— It appointed to the composition of the Supervisory Board the following persons: Ryszard Engel,
Andrzej Kasperek, Jerzy Goéra and Tadeusz Kuczborski.
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— It gave consent to establish pledges or registered pledges on the enterprise of the Company or its
organized part.

The Issuer communicated the complete text of adopted tresolutions in current report No. 19/2013 of
15.02.2013.

The Board of Directors of Polimex-Mostostal S.A.

Robert Oppenheim Robert Bednarski Aleksander Jonek
Acting President of the Board Vice President of the Board Vice President of the Board
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