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1. Information on financial instruments
Forward transactions
No such transactions were executed.
Financial assets
Participating interests and shares held in subsidiary undertakings

e Softech Sp. z 0.0. with its registered office in todz, involved in computer and related
activities — subsidiary undertaking (since 2007). Consolidation — in accordance with full
method. Value of participating interest — PLN 5,050 thousand, share — 100%.

e GiP Sp. z 0.0. with its registered office in Warsaw, involved in computer and related
activities — subsidiary undertaking. Consolidation — in accordance with full method. Value
of participating interest — PLN 4,653 thousand, share — 100%.

e LSI Software s.r.o. with its registered office in Prague, involved in computer
programming, consultancy and related activities — subsidiary undertaking incorporated on
13 September 2016. Consolidation — in accordance with full method. Value of
participating interest — PLN 37 thousand, share — 100%.

e Positive Software USA LLC with its registered office in Irving, involved in computer
programming, consultancy and related activities — jointly controlled subsidiary
undertaking incorporated on 28 June 2017. Consolidation — in accordance with full
method. Value of participating interest — PLN 745 thousand, share — 100%.

e BluePocket S.A. with its registered office in Rzeszdw (incorporated on 4 October 2016),
involved in computer programming activities — jointly controlled subsidiary undertaking.
Consolidation — in accordance with equity method, subject to consolidation — from 29
October 2013, value of shares PLN 2 307 thousand, share — 50%.

Due to resignation on 10 March 2015 of former president of the Management Board of BluePocket S.A. and
failure to appoint a new Management Board of this company, by the day of preparation of the report hereof,
the Issuer did not receive financial statements of BluePocket S.A. for the years 2015-2017. At the same
time, due to the fact that the meetings of the Supervisory Board are not attended by members appointed by
Bastion Venture Fund sp. z 0.0. S.K.A. as a Shareholder, LSI Software S.A. is not able to independently
appoint the Management Board of BluePocket S.A. which results in the actual lack of the Issuer's ability to
govern financial and operating policies of this entity. Due to the above, the Management Board of LSI
Software S.A. adopted for consolidation under the equity method, the last financial result approved by the
Management Board of BluePocket S.A., that is financial result for the period of 1 January — 30 September
2014. In 2017, BluePocket S.A. was not consolidated and will not be consolidated until regaining by LSI
Software S.A. of the ability to govern the financial and operating policy of this entity.

2. Off-balance sheet items, with particular consideration of contingent liabilities, including
guarantees and sureties granted by the Issuer, with indication of those granted to
associates

The Issuer has granted a surety to the amount of PLN 750 thousand, for a loan agreement contracted on
25 October 2011 by a subsidiary undertaking — Softech Sp. z 0.0. with mBank S.A. On 9 August LSI Software
S.A. granted a surety up to the amount of PLN 750 thousand for an overdraft facility contracted by GiP Sp. z
0.0. with mBank S.A.

Furthermore, the Company granted performance guarantees to the following entities which are not members
of the Group:

The accompanying notes are an integral part of this financial statement
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1. Special purpose vehicle - Watbrzyskie Centrum Sportowo - Rekreacyjne "AQUA-ZDROJ” Spéika z o.0.
(Limited Liability Company) in the amount of PLN 114,1 thousand with expiry date of 23 November
2016

Leszek Guzowski — in the amount of PLN 383 thousand with expiry date of 1 February 2018,

Maciej Guzowski - in the amount of PLN 383 thousand with expiry date of 1 February 2018,

Marek Pawlak - in the amount of PLN 383 thousand with expiry date of 1 February 2018,

CaixaBank S.A. — in the amount of EUR 57 thousand with unlimited expiration time.
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As at 31 December 2017, the total value of guarantees and sureties granted amounts to PLN 2.887
thousand.

3. Liabilities towards the State, or local authorities’ budgets for obtaining ownership rights
to buildings and structures

No such items were recognized.

4. Information on income, costs and results of discontinued activities during the financial
year or expected to be discontinued in the following year

No such items were recognized.
5. Manufacturing cost of construction in progress

The recognized construction in progress in the amount of PLN 62 thousand relates to expenditures for
adaptation of the Company’s office space which was not put into operation as at balance sheet date.

6. Investments incurred and planned to be incurred in the period of the next 12 months as
from the balance sheet date, including expenditures on fixed non-financial assets;
incurred and planned expenditures for environmental protection should be disclosed
separately

Expenditures incurred in 2017 for fixed non-financial assets amount to approximately PLN 2,668
thousand. Expenditures for fixed non-financial assets planned to be incurred in the next reporting
period amount to PLN 3,500 thousand. The Company did not incur any expenditure associated with
environmental protection

7. Associates

Information on issuer’s transactions with associates, regarding the transfer of rights and
obligations

LSI Software S.A. has five associates:
e Softech Sp. z o0.0. in which LSI Software S.A. holds 100% of the participating interests — subsidiary
undertaking,

e GiP Sp. z o.0. in which LSI Software S.A. holds 100% of the participating interests — subsidiary
undertaking acquired on 1 February 2017

e LSI Software s.r.o. in which LSI Software S.A. holds 100% of the participating interests - subsidiary
undertaking incorporated on 13 September 2016,

e Positive Software USA LLC in which LSI Software S.A. holds 100% of the participating interests -
subsidiary undertaking incorporated on 28 June 2017,

e BluePocket S.A. in which LSI Software S.A. holds 50% of shares — jointly controlled subsidiary
undertaking. Since 2015, LSI Software S.A. is not able to manage this entity’s financial and
operational policies and due to that fact has ceased to consolidate its results under equity method.

The accompanying notes are an integral part of this financial statement
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Entity with significant influence over the Group
As at 31 December 2017, SG Invest Sp. z o.0. (Limited Liability Company) / Grzegorz Siewiera holds 30.67%
of bearer shares of LSI Software S.A. (31 December 2016: 30.67%)

Affiliated undertaking
As at 31 December 2017, LSI Software S.A. has no affiliated undertakings.

Joint venture in which the Company is a partner
As at 31 December 2017, LSI Software S.A. was not engaged in any joint ventures.

Terms of transactions with associates
The Issuer concludes buy/sell transactions with all associates. Transactions are executed on arm’s lengths
basis as applicable to transactions with other undertakings.

Loan granted to a Member of the Management Board
In 2017 no loans were granted to Members of the Company’s Management Board.

Other transactions involving members of the Management Board

In the financial year ended 31 December 2017, the value of purchase transactions regarding the provision
of managerial services between LSI Software S.A. and Members of the Company’s Management Board
amounted to PLN 436 thousand (in the financial year ended 31 December 2016, value of these transactions
amounted to PLN 486 thousand).

The accompanying notes are an integral part of this financial statement
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The table below presents the total amounts of transactions concluded with associates for the current and previous financial year.

Receivables

Liabilities towards

Including back

Associate Sales to associates Purchases.from from e Tl g associates payments
associates associates overdue
Dominant Entity 31.12.2017 | 31.12.2016 | 31.12.2017 | 31.12.2016 | 31.12.2017 | 31.12.2016 | 31.12.2017 | 31.12.2016 | 31.12.2017 | 31.12.2016 | 31.12.2017 | 31.12.2016
LS| Software S.A. 3269 2097 4340 3738 211 286 168 654 368
Subsidiary undertakings
Softech Sp. z o.0. 4565 3781 3557 2088 478 42 433 178 276 146
LS| Software s.r.o. 358 100 52 142 52 87
GiP Sp. z 0.0. 16 211 63
Positive Software USA LLC 348

The accompanying notes are an integral part of this financial statement
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8. Information on joint ventures which are not subject to consolidation
As at balance sheet date, there are no joint ventures which are not subject to consolidation.

9. Information on average employment in a given financial year, broken down by
occupational groups.

Occupational group Average employment
31.12.2017 31.12.2016
Management Board 2 2
Sales Department 33 27
IT Department 27 22
Implementation Department 17 14
Administration Department 7 7
Quality Control Department 11 8
Service Department 32 32
TOTAL 129 112

10.Information on the total amount of remuneration and bonuses paid or payable to
managing and supervising persons in LSI Software S.A. (for each person separately)

Remuneration of the Amount of remuneration (PLN

Management Board thousand)
31.12.2017 31.12.2016
Czwojdzinski Michat 0 0
Nester Henryk 144 144
Barttomiej Grduszak 0 0
Grzegorz Strak 167 131
TOTAL 311 275
Remuneration of the Management Amount of remuneration (PLN
Board thousand)
31.12.2016 31.12.2015
Piotr Kardach 5 5
Andrzej Kurkowski 6 5
Grzegorz Kwiatkowski 5 5
Krzysztof Wolski 9 10
Grzegorz Siewiera 14 12
TOTAL 39 37

The accompanying notes are an integral part of this financial statement
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11.Information on the value of unpaid advances, credits, loans, guarantees, sureties or
other contracts providing for performance to the benefit of the Issuer, its subsidiary
undertakings, jointly controlled subsidiary undertakings and affiliated undertakings,
with indication of terms of interests rates and repayment dates, granted by the Issuer in
the Issuer’s undertaking an separately in its subsidiary undertakings, jointly controlled
subsidiary undertakings and affiliated undertakings, to managing and supervising
persons, separately to managing and supervising persons and their spouses, relatives,
relatives up to the second degree, adoptive parents or adoptees and else personally
related, with indication of terms of interests rates and repayment dates

On 26 February 2016, LSI Software S.A. granted a loan at the amount of PLN 240 thousand to Mr. Grzegorz
Siewiera — Chairman of the Supervisory Board of the Company. The repayment date fell on 28 February
2018. This loan is a long-term financial asset.

12. Information on significant events concerning previous years, recognized in the financial
statement for a current reporting period

No such event were identified.

13.Information on significant events after the balance sheet date, not recognized in the
financial statement

No significant events occurred after balance sheet date apart from currently being effected merger of LSI
Software S.A. with its subsidiary undertaking — Softech Sp. z o.0.

14.Information on relations between the legal predecessor and the Company and on the
manner and scope of acquisition of assets and liabilities

The Company does not have a legal predecessor.

15.Financial statements and comparable financial data, at least with respect to the basic
balance sheet and profit and loss account items, adjusted by appropriate inflation, with
the indication of the source of the indicator and the method of its use, with the adoption
of the period of the last financial statement as the base period - if the cumulated
average annual inflation rate for the last three years of the Issuer's activity have
reached or exceeded 100%

Not applicable.

16.Summary and explanation of the differences between the data disclosed in the financial
statement and comparable financial data and previously prepared and published
financial reports.

The Company did not publish the financial forecasts for 2017.

17.Changes in the accounting principles (policy) and the method of preparation of the
financial statements, in relation to the previous year (years), their reasons, titles and
impact of financial consequences on the financial position, liquidity, financial result and
profitability

In particular, there were no changes in the accounting principles (policy) or the principles governing the
determination of the value of assets and liabilities and the measurement of the financial result.

18.Corrections of fundamental errors, their reasons, titles and impact of financial
consequences on the financial position, liquidity and financial performance and
profitability

The accompanying notes are an integral part of this financial statement
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The Company has not made a correction of fundamental errors.

19.1In the event of uncertainty as to the possibility of continuing operations, a description of
these uncertainties and a statement that such uncertainty exists, and an indication of
whether the financial statement contains any related adjustments. The information
should also contain a description of the measures taken or planned to be taken by the
Issuer in order to eliminate these uncertainties

The financial statements have been prepared on a going concern basis. There are no circumstances
indicating a threat to the going concern in the foreseeable future.

20.In the case of a financial statement prepared for the period during which the merger
(business combination) took place, indication that it is a financial statement prepared
after the merger (business combination) and indication of the merger date and the
merger accounting method

There were no business combinations during the reporting period.

21.In the case of non-application of the equity method in the financial statements for
purposes of valuation of shares in subsidiaries — effects of its application as well the
impact on the financial result, should be presented

Not applicable.

22, If the Issuer does not prepare the consolidated financial statement, then should present
in the additional explanatory notes to the financial statement, a legal basis for non-
preparation of the consolidated financial statement, together with data justifying the
derogation from consolidation or valuation under the equity method, as well as indicate
the business name and registered office of an entity preparing the consolidated financial
statement at a higher level of the Group and place of its publication, basic economic
indicators characterizing the business operations of associates in a given financial year
and in previous financial year, such as: sales revenues, financial revenues, net financial
result, equity broken down by groups, value of fixed assets, average annual employment
and other information if such is required under specific, applicable provisions

LSI Software Group prepares consolidated financial statements.

23. Dividend policy

On 20 December 2016, the Management Board of LSI Software S.A. adopted a Resolution on approving the
dividend policy which is applicable as from the profit distribution for the year 2016. The intention of the
Management Board of LSI Software S.A. is to recommend to the General Meeting payment of dividends in
conformity with the profitability and financial capacity of the Issuer at a level between 30% and 50% of-
consolidated net profit of LSI Group attributable to Company’s shareholders for a given financial year
adjusted by the amount of impairment losses on fixed assets. The dividend will be paid annually, following
the approval of Company’s financial statement by the General Meeting. Each time, at the final determination
of the value of the dividend, which will be recommended to the General Meeting, the Board will consider,
amongst others, the following important factors:

investment needs arising from the implementation of the Group’s strategy;

liquidity situation of the Group;

market situation;

dividend yield and payout ratios used by peer companies;

the cost and the possibility of obtaining financing;

legal requirements and the provisions of financing agreements, in particular regarding the requirement
of not exceeding a certain level of debt ratio and optimizing the financing structure of the Group’s
business”.

The accompanying notes are an integral part of this financial statement
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Taking into account the above factors as well as the Company’s current financial capacity after the
acquisition on 1 February 2017 of the participating interests in PPW “GiP” Sp. z 0.0. and implementation of
the Share Buyback Program, the Management Board of LSI Software S.A. recommends the allocation of
profit for the year 2017 in the amount of PLN 978 thousand to dividend payment in the amount of PLN 0.30
per share. The remaining part of profit will be allocated to the Company’s reserve capital.

24.Proceedings before government bodies, court or arbitration proceedings (including any
pending proceedings and proceedings which, according to the knowledge of the Issuer,
may occur) for a period of at least the last 12 months, which may have or have had, in
the recent past, a material effect on the financial condition or profitability of Issuer

In the period of last 12 months there were neither proceedings before government bodies, court nor
arbitration proceedings which could have or have had a material effect on the financial condition or
profitability of Issuer in the recent past.

25. Agreement with an entity authorized to audit financial statements

The Supervisory Board of LSI Software S.A. appointed:

- PKF Consult Sp. z 0.0. Sp. k. with its registered office in Warsaw as entity authorized to audit the financial
statement for the year 2017 — agreement of 1 August 2017.

PKF Consult Sp. z 0.0. Sp. k. with its registered office in Warsaw as entity authorized to audit the financial
statement for the year 2016 — agreement of 18 July 2016.

The total remuneration arising from the agreement with the entity authorized to audit the financial
statements due or paid is as follows:

2017 2016
Review and audit of the financial 37 30
statements (separate and consolidated)
Tax consultancy 0 20
TOTAL 37 50
Prepared by:
Management
Board:
Barttomiej Grduszak Barttomiej Grduszak
Dariusz Gorski Michat Czwojdzinski
Grzegorz Strak

to6dz, 27 April 2018

The accompanying notes are an integral part of this financial statement



