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LS| Software Group
Interim consolidated financial statement for the period
01.01 - 30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

A.Statement of the Management Board

The Management Board of LS| Software S.A. - a Dominant Company, in the following composition:

*  Grzegorz Siewiera — President of the Management Board

+  Bartlomiej Grduszak — Vice-President of the Management Board

*  Michat Czwojdzinski — Member of the Management Board

»  Grzegorz Strgk — Member of the Management Board

hereby declares that to its best knowledge, the interim condensed consolidated financial statement
extended by the interim condensed financial statement of the Issuer as well as comparative data have
been prepared in accordance with applicable accounting principles and that they accurately, fairly and
transparently present the financial position and performance of LS| Software Group. The interim report
on the business activities of the Issuer and the Group gives a reliable view of the Group’s development
and achievements, including description of key risks and threats.

The interim condensed consolidated financial statement hereof has been prepared in accordance with
the requirements of IAS 34 “Interim Financial Reporting” and the Regulation of the Minister of Finance
of 29 March 2018 on current and periodic information published by issuers of securities and conditions
for recognizing as equivalent information required by the laws of a non-member state (Journal of Laws
of 2018, item 757). The interim condensed consolidated financial statement of the Group covers the
period of nine months ended 30 September 2020 and contains comparative data for the period of nine
months ended 30 September 2019 and as at 31 December 2019.

The interim condensed consolidated financial statement extended by the interim condensed financial
statement of the Issuer does not include all information and disclosures required in the annual financial
statement and should be read in conjunction with the consolidated financial statement of the Group
for the year ended 31 December 2019, approved for publication on 22 May 2020.

The interim financial result may not fully reflect the achievable financial result for the financial year.
This interim condensed consolidated financial statement hereof has been prepared in thousands of
PLN.

This interim condensed consolidated financial statement has been prepared on the assumption that
the Group will continue as a going concern in the foreseeable future. As at the date of approval of this
financial statement, there are no circumstances indicating a threat to the Group’s continuation as a
going concern.

Grzegorz Siewiera Barttomiej Grduszak
President of the Management Board Vice-President of the Management Board
Michat Czwojdzinski Grzegorz Stragk

Member of the Management Board Member of the Management Board




B.Selected financial data

data in thousands of PLN

LS| Software Group

Interim consolidated financial statement for the period
01.01 - 30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

01.01.2020 — 30.09.2020

01.01.2019 - 30.09.2019

PLN EUR PLN EUR
PROFIT AND LOSS ACCOUNT
Net revenue from the sale Qf 32 150 7938 35 188 8167
products, goods and materials
Cost of sales 29 756 6 699 28 057 6512
Profit (loss) on operating activities 2 429 547 4781 1110
Gross profit (loss) 2 546 573 5110 1186
Net profit (loss) 2562 577 4790 1112
Number of participating interests / 3260 762 3260 762 3260 762 3260762
shares (in pcs.)
Net profit (loss) per ordinary share
(PLN / EUR) 0,79 0,18 1,47 0,34
STATEMENT OF FINANCIAL POSITION 30.09.2020 31.12.2019
Fixed assets 28 394 6272 28 365 6 661
Current assets 25 895 5720 26 099 6129
Equity 40 008 8838 37 446 8 793
Long-term liabilities 4166 920 4410 1036
Short-term liabilities 10 115 2234 12 608 2961
Book value per share (PLN / EUR) 12,27 271 11,48 2.70

CASH FLOW STATEMENT

01.01.2020 - 30.09.2020

01.01.2019 — 30.09.2019

Net cash flow from operating

activities

e 3865 870 1668 387
activities
Net_ ggsh flow from investing 2628 592 3455 802
activities
Net cash flow from financing 2214 498 2102 488

Financial year

IAverage exchange
rate in the
reporting period *

Minimum exchange
rate in the reporting
period

Maximum exchange
rate in the reporting
period

Exchange rate as at
the last day of the
reporting period

01.01-30.09.2020 4,4420 4,3010 4,5523 4,5268
01.01-31.12.2019 4,3018 4,2406 4,3891 4,2585
01.01-30.09.2019 4,3086 4,2406 4,3891 4,3736

*) average of exchange rates prevailing on the last day of each month in a given period

The above items of assets and liabilities in the statement of financial position were converted according
to the exchange rates announced by the National Bank of Poland for EURO and prevailing on the last
day of a given period. Items recognized in the profit and loss account and cash flow statement were
converted according to the rates calculated as an arithmetic mean of the average exchange rates
announced by the National Bank of Poland for EURO and prevailing on the last day of each month in

a given reporting period.

For the purpose of balance sheet valuation, the following exchange rates for the American dollar were
also applied (as well as analogous exchange rates for other currencies quoted by the National Bank of

Poland):

o exchange rate applicable on 30 September 2020: 1 USD = 3,8658 PLN
o exchange rate applicable on 31 December 2019: 1 USD = 3,7977 PLN
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C.Condensed interim consolidated financial statement for
the period from 1 January 2020 to 30 September 2020

General information

.  Dominant Company’s data:

Business name: LSI Software S.A.

Legal form: Joint Stock Company

Registered office: 93-120 to6dz, 176/178 Przybyszewskiego St.
Country of registration: Poland

The Company's core business: Computer programming activities 62.01.Z

District Court for the City of L6dz, 20th Division of the
National Court Register

REGON: 472048449

Registration court:

LSI Software Group is a leading Polish producer of software for retail and hospitality sectors as well
as for cinema operators. The Issuer together with its subsidiaries also provides ERP (Enterprise
Resource Planning) systems and software for managing recreational and sports facilities. The
Group's offer includes consulting services, implementation services, technical support and supply of
specialized hardware solutions. The Group's key strength is over 25 years of experience in the
market. The mission of LS| Software SA is to provide modern IT solutions supporting the operations
of companies and enabling their effective and comprehensive management. Companies being part
of the Group are longstanding partners of global companies such as Microsoft or Posiflex. This
results in an access to the most advanced technologies and specialized equipment used in the world.
Companies being part of LSI Software Group operate on the Polish and foreign markets, striving to
expand into European and global markets.

II.  Duration of an entity

LS| Software as a Dominant Company as well as other companies being part of the Group have
been established for an indefinite period of time.

lll. Presented periods

The interim condensed consolidated financial statement extended by the interim condensed financial
statement of the Issuer contains data for the period from 1 January 2020 to 30 September 2020.
Comparative data is presented as at 30 September 2019 and 31 December 2019 for the condensed
interim consolidated statement of financial position, for the period from 1 January 2019 to 30
September 2019 for the condensed interim consolidated statement of comprehensive income, the
condensed interim consolidated cash flow statement and the condensed interim statement of
changes in consolidated equity.

IV. Composition of Dominant Company’s governing bodies as at 30 September 2020

Management Board:

Grzegorz Siewiera - President of the Management Board
Barttomiej Grduszak - Vice-President of the Management Board
Michat Czwojdzinski - Member of the Management Board

Grzegorz Stragk - Member of the Management Board
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Changes in the composition of the Dominant Company’s Supervisory Board:

On 7 July 2020 the General Meeting of Shareholders appointed Mr. Grzegorz Siewiera as President
of the Management Board and Mr. Barttomiej Grduszak as Vice-President of the Management Board.
At the same time Mr. Michat Czwojdzinski, the former Vice-President of the Management Board, took
up the position of Member of the Management Board.

Supervisory Board:

Krzysztof Wolski - Chairman of the Supervisory Board
Piotr Kraska - Vice-Chairman of the Supervisory Board
Andrzej Kurkowski - Member of the Supervisory Board
Maciej Wegierski - Member of the Supervisory Board
Jolanta Drelich - Member of the Supervisory Board

Changes in the composition of the Company’s Supervisory Board:
On 25 June 2020, Mr. Grzegorz Siewiera resigned from his position of Chairman of the Supervisory

Board of LS| Software S.A. On 7 July 2020, the General Meeting of Shareholders appointed a new
Member of the Supervisory Board, Mrs. Jolanta Drelich.

V. Listing on regulated market

1. General information:
Warsaw Stock Exchange
Stock Exchange: Ksigzeca 4 St.
00-498 Warsaw
Ticker on WSE: LSISOFT
Sector on WSE: IT

Depository and National Depository for Securities (KDPW)

2. . Ksigzeca 4 St.
settlement system: 00-498 Warsaw
LS| Software S.A.
Przybyszewskiego 176/178 St.
. i 93-120 todz
3. Investor Relations:

Head of the Management Board Office —
Aneta Czerwinska, tel.: 42 680 80 00 int.
134

inwestorzy @lIsisoftware.pl

VI. Dominant Company’s Significant Shareholders

As at 7 July 2020, that is as at the day of the last General Meeting, the following shareholders held
more than 5% of votes at the General Meeting:

Share in total

Sharehold Share in number of
arenoicers NI @ Value of shares capital % NUISEEL ) votes at GM
shares votes (%)
SG Invest Sp. z 0.0. 366 080 366 080 11,23 1830400 37,66
Other shareholders 2 894 682 2 894 682 88,77 3030 362 62,34
Total 3260 762 3260 762 100,00 4 860 762 100,00




01.01 - 30.09.2020 (all amounts

VII. Subsidiary undertakings:

» LSI Software s.r.o.

Percentage of capital and votes held
(entity incorporated on 13 September
GiP Sp. z o.0.

Percentage of capital and votes held
(entity acquired on 1 February 2017)
Positive Software USA LLC
Percentage of capital and votes held

(entity incorporated on 28 June 2017)

LS| Software Group
Interim consolidated financial statement for the period
are expressed in PLN thousand, unless otherwise indicated)

- 100%
2016)

- 100%

- 100%

VIIl. Jointly controlled subsidiary undertakings:

» BluePocket S.A.
Percentage of capital and votes held

- 50%

(the entity was not subject to consolidation due to the loss of

control)

IX. Graphical presentation of the Group

LSI SOFTWARE S.A

LSI SOFTWARE “GiP” Sp. z 0.0.
S.R.O Subsidiary
Subsidiary

100% of share in
100% of share in capital and votes
capital and votes
Entity acquired on
Entity incorporated 1 February 2017
on

13 September 2016

POSITIVE SOFTWARE USA
LLC
Subsidiary

BLUE POCKET S.A.

Jointly Controlled
Subsidiary

50% of share in
capital and votes

100% of share in capital and
votes

Entity incorporated on
28 June 2017

Entity was not
consolidated due to
lack of control
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X. Approval of the financial statement for publication

This financial statement was approved for publication by the Dominant Company's Management
Board on 27 November 2020.
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Condensed interim consolidated financial statement for the period
of three quarters of 2020

Condensed interim consolidated profit and loss account

NOTE | 01.01 -30.09.2020 01.01 -30.09.2019

Continued operations
Sales revenues 1,2 32150 35188
Revenues from sales of products 7 864 7 310
Revenues from sales of services 9611 11 664
Revenues from sales of goods and materials 14 675 16 214
Cost of products, goods and materials sold 23 29 756 28 057
Manufacturing costs of products and services sold 19 090 18 482
Value of goods and materials sold 10 666 9575
Gross profit (loss) on sales 2394 7 131
Other operating income 4 4188 1877
Sales costs 3 741 981
General and administrative costs 3 2281 2834
Other operating costs 4 1131 412
Profit (loss) on operating activities 2429 4781
Financial income 5 554 460
Financial costs 5 437 131
Share in net profit (loss) of entities accounted for using 0 0
the equity method
Profit (loss) before tax 2 546 5110
Income tax 6 -16 320
Net profit (loss) from continuing operations 2562 4790
Profit (loss) on discontinued operations 7 0 0
Net profit (loss) 2562 4790
Net profit (loss) per share (in PLN) 8 0,79 1,47
Basic for the financial period 0,79 1,47
Diluted for the financial period 0,79 1,47
Net profit (loss) per share from continuing operations
(in PLN)
Basic for the financial period 0,79 1,47
Diluted for the financial period 0,79 1,47
Net prc_)flt (loss) per share from discontinued 0,00 0,00
operations (PLN)
todz, 27 November 2020
Signatures of Members of the Management Board

Grzegorz Siewiera Barttomiej Grduszak

President of the Management Board Vice-President of the Management Board
Michat Czwojdzinski Grzegorz Strgk
Member of the Management Board Member of the Management Board

Signature of a person preparing the financial statement:

Barttomiej Grduszak Dariusz Gorski

Vice-President of the Chief Accountant

Management Board
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Interim consolidated financial statement for the period
01.01 - 30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

Condensed interim consolidated statement of comprehensive income

NOTE

01.01 -30.09.2020

01.01 -30.09.2019

Net profit (loss)

2562

4790

Items to be reclassified to profit and loss account
in subsequent periods

0

0

Foreign exchange differences on the translation of units
operating abroad

Foreign exchange differences on translation of entities
accounted for using the equity method

Net loss from securing the share in net assets of
entities operating abroad

Net change in fair value of available-for-sale financial
assets

Net change in fair value of available-for-sale financial
assets reclassified to profit or loss of the current period

The effective portion of changes in fair value of cash
flow hedges

Net change in fair value of cash flow hedges reclassified
to profit or loss of the current period

Income tax related to components of other

comprehensive income

Items that will not be reclassified to the profit
and loss account in subsequent periods

Revaluation of tangible fixed assets

Actuarial gains (losses) on benefit plans

Share in total income of affiliated undertakings *

Income tax related to components of other
comprehensive income

Total comprehensive income 10

2562

4790

Total comprehensive income attributable to non-
controlling shareholders

Total comprehensive income attributable to
Dominant Entity

2562

4790

todz, 27 November 2020

Signatures of Members of the Management Board
Grzegorz Siewiera

President of the Management Board

Michat Czwojdzinski

Member of the Management Board

Signature of a person preparing the financial statement:

Barttomiej Grduszak

Vice-President of the
Management Board

Barttomiej Grduszak

Vice-President of the Management Board

Grzegorz Stragk

Dariusz Goérski

Chief Accountant

Member of the Management Board




LS| Software

Group

Interim consolidated financial statement for the period

01.01 - 30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

Condensed interim consolidated statement of financial position

ASSETS NOTE 30.09.2020 31.12.2019 30.09.2019
Fixed assets 28 394 28 365 27 626
Fixed tangible assets 12 9461 9 557 9520
Intangible assets 13 12 557 12 662 11935
Right-of-use asset 14 2182 2344 2 397
Goodwill 15 2 823 2522 2522
Investment property 16 0 0 0
Investments in associates accounted for 17 0 0 0
using the equity method
Shares and participating interests in
subordinated undertakings not subject to 18 0 0 0
consolidation
Other financial assets 20,42 0 0 0
Deferred tax assets 6 1371 1280 1252
Other fixed assets 19 0 0 0
Current assets 25 895 26 099 21 300
Inventory 21 4 736 4 859 4421
Trade receivables 23 10 594 14 685 12 264
Current income tax receivables 282 19 21
Other receivables 24 907 930 1343
Other financial assets 20,42 0 0 6
Prepayments 25 660 407 431
Cash and cash equivalents 26 8716 5199 2814
Assets classified as held for sale 0 0 0
TOTAL ASSETS 54 289 54 464 48 926

todz, 27 November 2020

Signatures of Members of the Management Board
Grzegorz Siewiera

President of the Management Board

Michat Czwojdzinski

Member of the Management Board

Signature of a person preparing the financial statement:

Barttomiej Grduszak

Barttomiej Grduszak

Vice-President of the Management Board

Grzegorz Strak

Member of the Management Board

Dariusz Gorski

Vice-President of the Chief Accountant

Management Board

10



LS| Software Group
Interim consolidated financial statement for the period
01.01 - 30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

LIABILITIES NOTE | 30.09.2020 | 31.12.2019 | 30.09.2019

Equity 40 008 37 446 36 040
Equity attributable to shareholders of a Dominant Entity 40 008 37 446 36 040
Share capital 27 3261 3261 3261
Statutory capital reserve from share premium 28 8 150 8 150 8 150
Own shares (negative value) -609 -609 -609
Other provisions and reserves 29 2060 2 060 2 060
Foreign exchange translation differences 0 0 0
Retained earnings 30 24 584 18 388 18 388
Financial result of the current period 2562 6196 4790
Equity attributable to non-controlling shareholders 31 0 0 0
Long-term liabilities 4 166 4410 4662
Credits and loans 32 489 790 941

Lease and other liabilities 33 2678 2695 2737

Other long-term liabilities 34 0 0 0
Deferred income tax provision 6 998 924 983
Accruals 43 0 0 0
Provisions for retirement and similar benefits 40 1 1 1
Other provisions 41 0 0 0
Short-term liabilities 10 115 12 608 8 224
Credits and loans 32 602 602 602
Lease and other liabilities 33 878 737 670

Trade liabilities 35 2621 8 636 4642
Current income tax liabilities 0 67 o6
Other liabilities 36 5744 2253 2075
Accruals 39 236 191 146
Provisions for retirement and similar benefits 40 2 2 1
Other provisions 41 32 120 32
Liabilities directly related to assets classified as held for sale 0 0 0
TOTAL LIABILITIES 54 289 54 464 48 926
Book value per share 12,27 11,48 11,05

todz, 27 November 2020

Signatures of Members of the Management Board
Grzegorz Siewiera

President of the Management Board

Michat Czwojdzinski

Member of the Management Board

Signature of a person preparing the financial statement:

Barttomiej Grduszak

Vice-President of the Management Board

Grzegorz Strgk

Member of the Management Board

Barttomiej Grduszak Dariusz Gorski

Vice-President of the Chief Accountant

Management Board

11



Condensed interim statement on changes in consolidated equity

LSI Software Group
Interim consolidated financial statement for the period 01.01 — 30.09.2020 (all amounts are
expressed in PLN thousand, unless otherwise indicated)

Statutory capital

Equity

Equity attributable

Share reserve from Other Own Retained Financial attributable to to non-controlling Total
capital share premium | reserves shares earnings result of the [the shareholders shareholders equity
current of a Dominant
period Entity
9 months ended 30.09.2020

Equity as at 1 January 3261 8 150 2 060 -609 24 584 0 37 446 0| 37446
Changes in accounting policies 0 0 0 0 0 0 0 0 0
Cor.rections of errors in previous 0 0 0 0 0 0 0 0 0
periods

Equity after corrections 3261 8 150 2 060 -609 24 584 0 37 446 0| 37446
Net profit distribution 0 0 0 0 0 0 0 0 0
Purchase of own shares 0 0 0 0 0 0 0 0 0
Contributions (payments) in the 0 0 0 0 0 0 0 0 0
form of own shares

Business combinations 0 0 0 0 0 0 0 0 0
Dividend payment 0 0 0 0 0 0 0 0 0
Total comprehensive income 0 0 0 0 0 2562 2562 0| 2562
Equity as at 30 September 3261 8 150 2 060 -609 24 584 2 562 40 008 0 | 40008

12 months ended 31.12.2019

Equity as at 1 January 3261 8 150 2 060 -609 19 994 0 32 856 0| 32856
Changes in accounting policies 0 0 0 0 0 0 0 0 0
Cor_rections of errors in previous 0 0 0 0 0 0 0 0 0
periods

Equity after corrections 3261 8 150 2 060 -609 19994 0 32 856 0| 32856
Net profit distribution 0 0 0 0 0 0 0 0 0
Purchase of own shares 0 0 0 0 0 0 0 0 0
Contributions (payments) in the 0 0 0 0 0 0 0 0 0
form of own shares

Business combinations 0 0 0 0 0 0 0 0 0
Dividend payment 0 0 0 0 -1 606 0 -1 606 0 -1 606
Total comprehensive income 0 0 0 0 0 6 196 6 196 0| 6196
Equity as at 31 December 3261 8 150 2 060 -609 18 388 6 196 37 446 0| 37446

12
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Interim consolidated financial statement for the period 01.01 — 30.09.2020 (all amounts are
expressed in PLN thousand, unless otherwise indicated)

Statutory capital

Equity

Equity attributable

Share reserve from Other Own Retained Financial attributable to to non-controlling Total
capital share premium | reserves shares earnings result of the [the shareholders shareholders equity
current of a Dominant
period Entity
9 months ended 30.09.2019
Equity as at 1 January 3261 8 150 2060 -609 19 994 0 32856 0| 32856
Changes in accounting policies 0 0 0 0 0 0 0 0 0
Cor.rections of errors in previous 0 0 0 0 0 0 0 0 0
periods
Equity after corrections 3261 8 150 2060 -609 19994 0 32 856 0| 32856
Net profit distribution 0 0 0 0 0 0 0 0 0
Purchase of own shares 0 0 0 0 0 0 0 0 0
Contributions (payments) in the 0 0 0 0 0 0 0 0 0
form of own shares
Business combinations 0 0 0 0 0 0 0 0 0
Dividend payment 0 0 0 0 -1 606 0 -1 606 0| -1606
Total comprehensive income 0 0 0 0 0 4790 4790 0] 4790
Equity as at 30 September 3261 8 150 2 060 -609 18 388 4790 36 040 0| 36040

todz, 27 November 2020

Signatures of Members of the Management Board

Grzegorz Siewiera

President of the Management Board

Michat Czwojdzinski

Member of the Management Board

Barttomiej Grduszak

Vice-President of the Management Board

Grzegorz Strgk

Member of the Management Board

Signature of a person preparing the financial statement:

Barttomiej Grduszak

Vice-President of the
Management Board

Dariusz Gorski

Chief Accountant

13



Condensed interim consolidated cash flow statement

LSI Software Group
Interim consolidated financial statement for the period
01.01 —30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

01.01 - 01.01 - 01.01 -

30.09.2020 | 31.12.2019 | 30.09.2019
OPERATING ACTIVITIES
Profit (loss) before tax 2 546 6 651 5110
Total adjustments 1994 -309 -3307
Share in net profit of subordinated entities accounted for with the 0 0 0
use of equity method
Amortisation and depreciation 3719 4762 3583
Foreign exchange gains/losses -67 68 23
Interests and share in profits (dividends) 101 149 111
Profit / loss on investing activities -119 =77 -63
Change in reserves -13 474 445
Change in inventory 124 -1924 -1 487
Change in receivables 5411 -3 757 -1749
Change in liabilities excluding credits and loans -4 183 1540 -2 652
Change in other assets 278 -1525 -1518
Other adjustments arising in connection with operating activities -3 257 -19 0
Cash on operating activities 4 540 6 342 1803
Interests paid 0 0 0
Income tax (paid) / reimbursed -675 -187 -135
A. Net cash flow from operating activities 3 865 6 155 1668
INVESTING ACTIVITIES
Inflows 142 395 349
Disposal of intangible assets and fixed tangible assets 120 107 88
Disposal of investments in immovable property 0 0
Disposal of financial assets 0 0
Other investment inflows 22 73 46
Repayment of long-term loans granted 0 215 215
Outflows 2770 5539 3804
Acquisition of intangible assets and fixed tangible assets 2 469 5537 3796
Acquisition of investments in immovable property 0 0 0
Acquisition of financial assets 301 0 0
Other investment outflows 0 2 8
B. Net cash flow from investing activities -2628 -5 144 -3 455
FINANCING ACTIVITIES
Inflows 3257 639 620
Net inflows from issues of shares and other equity 0 0 0
instruments and from capital contributions
Credits and loans 0 400 400
Issue of debt securities 0 0 0
Other financial inflows 3257 239 220
Outflows 1043 3108 2722
Acquisition of own shares 0 0 0
Dividends and other payments to owners 0 1606 1 606
Profit distributions other than payments to owners 0 0 0
Repayment of credits and loans 301 556 406
Redemption of debt securities 0 0 0
For other financial liabilities 0 0 0
Financial lease payments 641 795 597
Interests 101 151 113
Other financial outflows 0 0 0
C. Net cash flow from financing activities 2214 -2 469 -2 102
D. Total net cash flow (A + B + C) 3451 -1458 -3 889
E. Balance sheet change in cash, including: 3518 -1526 3912
— Change in cash due to foreign exchange differences 67 -68 -23
F. Cash at the beginning of the period 5344 6 802 6 802
G. Cash at the end of period (F + D) 8795 5344 2913

todz, 27 November 2020

14
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Signatures of Members of the Management Board

Grzegorz Siewiera Barttomiej Grduszak
President of the Management Board Vice-President of the Management Board

Michat Czwojdzinski Grzegorz Strgk
Member of the Management Board Member of the Management Board

Signature of a person preparing the financial statement:

Barttomiej Grduszak Dariusz Goérski

Vice-President of the Chief Accountant
Management Board

15
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Additional information to the condensed interim consolidated financial statement

I Compliance with International Financial Reporting Standards

This interim financial statement has been prepared in accordance with International Accounting
Standards, International Financial Reporting Standards and related interpretations announced in the
form of regulations of the European Commission, hereinafter referred to as "EU IFRS". EU IFRS include
standards and interpretations accepted by the International Accounting Standards Board (IASB) and the
International Financial Reporting Interpretations Committee (IFRIC), approved for application in the EU
and applicable as at 30 September 2020.

In preparing the interim condensed consolidated financial statement extended by the interim condensed
financial statement of the Issuer for three quarters of 2020 the Dominant Entity applied the same
accounting policies as those adopted for the preparation of the consolidated financial statement for the
year 2019, with the exception of amendments to standards and new standards and interpretations
approved by the European Union for reporting periods beginning on or after 1 January 2020.

Below is a list of standards and amendments to standards approved by the EU applicable to reporting
periods beginning on or after 1 January 2020:

a) Amendments to IAS 1 “Presentation of financial statements” and IAS 8 “Accounting policies, changes
in accounting estimates and errors” - Definition of materiality - approved in the EU on 29 November
2019 (effective for annual periods beginning on or after 1 January 2020),

b) Amendments to IFRS 3 “Business Combinations” - definition of a business - approved in the EU on
21 April 2020 (applicable to combinations where the acquisition date falls at the beginning of the first
annual period beginning on or after 1 January 2020 and in relation to the acquisition of assets that
took place on the date of commencement of the aforementioned annual period or after that date),

c) Amendments to IFRS 9 “Financial Instruments”, IAS 39 “Financial Instruments: Recognition and
Measurement” and IFRS 7 “Financial Instruments: Disclosures” - Reform of the Reference Interest
Rate - approved in the EU on 15 January 2020 (effective for annual periods beginning on or after 1
January 2020),

a) Amendments to references to conceptual assumptions contained in IFRS - approved in the EU on
29 November 2019 (effective for annual periods beginning on or after 1 January 2020).

Adoption of the above amendments to standards has not resulted in any changes in the accounting
policy of the Group or in the presentation of data in the consolidated financial statement.

Standards and interpretations adopted by the IASB but not yet approved by the EU for application:

a) IFRS 14 “Regulatory Prepayments and Accruals” (applicable to annual periods beginning on or after
1 January 2016) - in accordance with the decision of the European Commission, the process of
approving the initial version of the standard will not be initiated before the final version of the
standard is published,

b) IFRS 17 “Insurance Contracts” with further amendments to IFRS 17 (effective for annual periods
beginning on or after 1 January 2023),

¢) Amendments to IAS 1 “Presentation of financial statements” - classification of liabilities as short-term
or long-term (applicable to annual periods beginning on or after 1 January 2022),

d) Amendments to IAS 16 “Property, Plant and Equipment” - revenue obtained before a fixed asset is
accepted for use (effective for annual periods beginning on or after 1 January 2022),
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e) Amendments to IAS 37 “Provisions, Contingent Liabilities and Contingent Assets” - onerous contracts
- cost of fulfilling a contract (effective for annual periods beginning on or after 1 January 2022),

f) Amendments to IFRS 3 ,Business Combinations” - changes in references to conceptual assumptions
together with amendments to IFRS 3 (effective for annual periods beginning on or after 1 January
2022),

g) Amendments to IFRS 4 “Insurance Contracts” - extension of the temporary exemption from IFRS 9
(the date of expiry of the temporary exemption from IFRS 9 was extended for annual periods
beginning on or after 1 January 2023),

h) Amendments to IFRS 10 ,Consolidated financial statements” and IAS 28 ,Investments in associates
and joint ventures” - Sale or contribution of assets between the investor and its affiliate or joint venture
and subsequent changes (the effective date of amendments was postponed until the completion of
research work on the equity method),

i) Amendments to IFRS 16 “Leases” - relief from rent payments in connection with Covid-19 (effective
for annual periods beginning on or after 1 June 2020. Earlier application is permitted, also in financial
statements not approved for publication on 28 May 2020. This change is also available for interim
reports).

i) Amendments to different standards “Amendments to IFRS (2018 — 2020)” - the changes made within
the procedure of introducing annual amendments to IFRS (IFRS 1, IFRS 9, IFRS 16 and IAS 41)
aimed mainly at resolving inconsistencies and clarifying vocabulary (the amendments to IFRS 1,
IFRS 9 and IAS 41 are effective for annual periods beginning on or after 1 January 2022. The
amendments to IFRS 16 apply only to an illustrative example, therefore no effective date is provided).

Effective dates are those set out in the standards issued by the International Financial Reporting
Interpretations Committee. The dates of application of standards in the European Union may differ from
the dates of application resulting from the content of standards and are announced at the moment of
approval for application by the European Union. As estimated by the Group, the above-mentioned
standards, interpretations and amendments to standards (both those pending implementation and those
in relation to which the Group did not use the option of their earlier application) will not have a significant
impact on the financial statement of the Group.

According to the Issuer's estimates, the aforementioned standards, interpretations and amendments to
standards will not have a significant impact on the financial statement of the Group.

Il.  Going concern assumption and comparability of financial statements

The condensed interim consolidated financial statement has been prepared on the assumption that the
Company will continue as a going concern in the period of 12 months following the last balance sheet
date that is 31 December 2019. As at the date of signing the financial statement hereof, the Management
Board of the Dominant Company does not identify any facts or circumstances that would indicate a
threat to the continued operations in the period of 12 months after the balance sheet date and that would
ensue from an intended or forced discontinuation or material limitation of current business operations.

In the opinion of the Management Board of the Group, the effects of the spread of Covid-19 coronavirus
and actions taken by the Polish authorities in order to prevent the epidemic will have a negative impact
on the operating activity of the Issuer and the financial results of the Group’s companies for the third
quarter of 2020 and subsequent periods of 2021. The measures taken by the individual countries in
which the Group conducts its operations will also significantly affect the level of revenue from foreign
sales.

LSI Software S.A. Group has sufficient financial resources to continue its operations and to settle its
current liabilities. The Issuer maintains a stable financial position, enabling a balanced approach to the
challenges stemming from the ongoing crisis, and will constantly monitor the developments by adapting
its business operations to the changing market environment. However, in the event of a prolonged
pandemic and its negative impact on the global economy, this situation may adversely affect the
organisational and financial performance of the Group, and therefore the Issuer has effectively
undertaken efforts to obtain various forms of public aid available, among others, as part of a package of
solutions prepared by the government.
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A detailed description of the threats associated with the spread of Covid-19 coronavirus is described in
notes 54 and 56.

Until the date of preparation of the condensed interim consolidated financial statement for three quarters
of 2020, there were no events that were not but should be recorded in the accounting records of the
reporting period.

Ill.  Consolidation principles

The condensed interim consolidated financial statement of LSI Software Group includes the financial
statement of LSI Software S.A. and financial statements of entities (including jointly controlled subsidiary
undertakings) controlled by LSI Software S.A. The company exercises the control if:
e has the power over a given entity,
e is subject to exposure, or has the rights, to variable returns from its involvement with a given
entit
e has %/he ability to use its power over the entity to affect the amount of the investor's returns.
In the event of a situation that indicates a change in one or more of the foregoing control factors, the
Company verifies its control over other entities. In the event where the Company holds less than a
majority of voting rights in a given entity but held voting rights allow the Company an unilateral
management of the relevant actions of this entity, this means that it exercises the power over this entity.
In order to assess whether the Company has sufficient power, it should verify in particular:
- the number of the voting rights held by the Company compared to the number of votes held by
other shareholders
- potential voting rights held by the Company, other shareholders or other parties,
- rights arising from other contractual arrangements,
- additional circumstances that may indicate that the Company has or does not have the power
to manage the significant actions in decision-making processes.

a) Subsidiary undertakings

Subsidiary undertakings are fully consolidated starting from the date of obtaining control over them and
cease to be consolidated from the date such control expires. The acquisition of subsidiaries by the Group
is accounted for using the acquisition method. The cost of an acquisition is measured as the fair value
of the transferred assets, equity instruments issued and liabilities incurred or assumed at the date of
transfer, increased by costs directly attributable to the acquisition. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are initially measured at their fair
value at the acquisition date, irrespective of the size of any non-controlling interests. The excess of the
acquisition price over the fair value of the entity’s identifiable net assets is recognized as goodwill. Where
the acquisition price is lower than the fair value of the identifiable entity’s net assets, the difference is
recognized as profit in the profit and loss account. Revenues and costs, settlements and unrealized
gains on transactions between related entities covered by consolidation are subject to consolidation
exclusions. Unrealized losses are subject to consolidation exclusions unless the transaction provides
evidence of an impairment of the asset transferred. The accounting policies applied by subsidiaries have
been changed where necessary in order to ensure consistency with the policies adopted by the Group.

b) Non-controlling interests/shares and transactions with non-controlling shareholders

Non-controlling interests include interests in consolidated companies not held by the Group. Non-
controlling interests are determined as the net value of the associate’s assets attributable to the
shareholders outside the Group as at the acquisition date. The identified non-controlling interests in the
net assets of consolidated subsidiaries are recognized separately from the ownership interest of the
Dominant Entity in such net assets. Non-controlling interests in net assets include:
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() value of non-controlling interests at the date of the original business combination, calculated in
accordance with IFRS 3, and
(i) changes in equity attributable to non-controlling shares since the day of business combination.

Profits and losses and each component of other comprehensive income are attributed to the owners of
the Dominant Entity and non-controlling interests. Total comprehensive income is attributed to owners of
the Dominant Entity and non-controlling interests even if this results in the non-controlling interests having
a negative value.

c) Affiliated undertakings

Affiliated undertakings are the entities on which the Group has a significant influence but which are not
under the control of the Group. Significant influence means the ability to participate in decision-making
processes associated with financial and operational policy of the investee. Exercising a significant
influence does not mean exercising the control or co-control over this policy. Investments in affiliated
undertakings are accounted for using the equity method and the initial recognition is determined
according to cost. The Group's share in the financial result of the affiliated undertakings as from the date
of acquisition is recognized in the profit and loss account, while its share in changes in other reserves
as from the date of acquisition - in other reserves. The total changes since the date of acquisition are
adjusted for the carrying value of the investment.

d) Joint Arrangements (joint venture and joint operations)

Joint Arrangements shall mean a contract under which two or more parties exercise joint control, which
takes the form of either joint operations or joint venture.

A partner in the joint operations recognizes: its assets (including share in jointly held assets), its liabilities
(including share in liabilities incurred jointly); revenues from the sale of its share of production resulting
from the joint operation, its share of revenues from the sale of production made by the joint operation
and its costs (including its share in jointly incurred costs).

A joint venture is a joint contractual arrangement under which parties exercising joint control over such
joint venture, have rights to the net assets of this contractual arrangement. Joint contractual
arrangements shall mean an arrangement over which two or more parties exercise the control, which
means a contractually defined sharing of control over the contractual arrangement which only occurs
when the decision concerns the operations requiring the unanimous consent of the parties exercising
joint control. Joint ventures are accounted for using the equity method and initial recognition carried at
cost.

e) Companies covered by the consolidated financial statement

The condensed interim consolidated financial statement hereof for the periods ended 30 September
2020 and 30 September 2019 covers the following entities being part of the Group:

Share in the total number of votes (%)
30.09.2020 31.12.2019 30.09.2019
LSI Software S.A. Dominant Entity
LS| Software s.r.o. 100 100 100
GiP Sp. z 0.0. 100 100 100
Positive Software USA LLC 100 100 100

The financial data of subsidiary undertakings included in this consolidated financial statement are not
audited.

f) Companies not covered by the consolidated financial statement

The following companies were not covered by the condensed interim consolidated financial statement
for the reporting periods ended 30 September 2020 and 30 September 2019:
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Share in the total number Legal basis for non-
of votes (%) consolidation

BluePocket S.A. 50 Loss of control

IV. Description of the applied accounting principles (policy), including methods of valuation
of assets and liabilities, revenues and costs

The condensed interim consolidated financial statement has been prepared on a historical cost basis,
except for financial derivatives, financial instruments at fair value, which change is recognized in profit
and loss account, available for sale financial assets, investments in immovable property, which were
measured at fair value.

The carrying value of recognized hedged assets and liabilities is adjusted for changes in fair value that
can be attributed to the risk against which these assets and liabilities are hedged. The consolidated
financial statement hereof is presented in PLN ("PLN") and all figures, unless otherwise indicated, are
expressed in thousands PLN.

Presentation of financial statements with consideration of operating segments

The scope of financial information in the Group's segment reporting is determined based on the
requirements of IFRS 8. The result for a given segment is determined at the level of net profit. The Group
adopted as the basic reporting scheme - division into geographical segments, i.e. linked to conducting
business activity in various geographical areas defined according to the criterion of location of the
registered office of a company being a part of the Group. Two segments have been separated:

- the domestic market (Poland) comprising data of LS| Software SA and GiP Sp. z 0.0,

- other countries comprising LSI Software s.r.0. and Positive Software USA LLC.

The margin analysis in product and structural terms (calculated according to internal methodology) is
carried out in LSI Software Group. The share of particular departments or products in the generated
margin calculated as 100% (for comparable periods) is subject to disclosure.

Operating revenues and costs

In accordance with IFRS 15, the Group applies the so-called "Five-step model" for recognition of
revenues arising from contracts with customers. According to the standard, revenue is recognised in the
amount of remuneration which the Entity expects to receive in exchange for the delivery of the promised
goods or services to the customer. The Issuer divides the sales revenues into:

- revenues from the sale of products (own and third-party licences),

- revenues from the sale of services,

- revenues from the sale of goods and materials.

The fundamental principle of the new standard is to recognise revenue upon transfer of control over
goods or services to the customer at the transaction price. Any goods or services sold in bundles that
are separable within the bundle should be recognised separately, and any discounts and rebates on the
transaction price should generally be allocated to the individual components of the bundle. In the case
the amount of revenue is variable, in accordance with the new standard, variable amounts are
recognised as revenue if it is highly probable that there will be no future reversal of the recognition of
revenue as a result of the revaluation. In addition, under IFRS 15, costs incurred to acquire and secure
a contract with a customer are to be capitalized and settled over time throughout the period of benefitting
from this contract.

Operating costs are expenses related to ordinary business activities of companies. Operating expenses
include generic costs, such as the cost of goods sold, the cost of employee salaries, the cost of
outsourced services, and the cost of used materials and energy.
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Other revenues, costs, profits and losses

Other operating revenues and costs are items that are indirectly related to the core business of the
company. Financial costs and revenues are recognized in the results of the period to which they relate,
except for costs directly attributable to the acquisition, construction of the asset. The advances received
against the expected dividend payable by the subsidiaries are recognized at the time of their receipt,
thus analysing the ability of the subsidiary to pay such dividend, i.e. whether such subsidiary has
sufficient funds for the payment.

Government Grants

Government grants are recognized if and only if there is reasonable assurance that the entity will comply
with the conditions related to the grant and that the grant will be received. The grant is accounted for in
the same way regardless of whether it is received in cash or as a reduction of liability to the government.
If a grant relates to a given cost item, it is recognized as revenue (or cost reduction) in proportion to the
cost that the grant is intended to compensate.

If a grant relates to an asset component, then its fair value is recognized on the account of deferred
income, and then gradually, by way of equal annual write-downs, recognized in the profit and loss
account over the estimated useful life of the related asset component, by reducing the cost of
depreciation write-down. Grants are presented in assets by deducting the amount of a grant from the
value of an asset that has been financed in whole or in part.

Taxes

LSI Software Group’s companies are independent entities in terms of the budget settlement of income
tax, thus the Group is not a tax capital group. The current income tax is recognized at nominal value
using the balance sheet liability method. The applicable tax rates are used to determine the tax value in
a given financial year. Income tax of foreign subsidiaries is determined according to applicable local tax
law.

Deferred income tax

The provision for deferred tax is established using the balance sheet liability method in relation to the
temporary differences between the tax value of assets and liabilities and their value disclosed in the
financial statement. The deferred tax provision is recognized in relation to all significant taxable
temporary differences.

Deferred income tax assets are recognized in relation to all significant deductible temporary differences.
The carrying amount of the deferred income tax asset is reviewed at each balance sheet date. Such
assets and liabilities are not recognized if the temporary difference arises from goodwill or from the initial
recognition of an asset or liability in a transaction that affects neither the taxable nor the accounting
result.

The deferred tax liability is recognized for temporary tax differences arising from investments in
subsidiaries and affiliated subsidiaries and joint ventures, unless the entity is able to control the reversal
of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax is recognized in profit and loss account, except when it relates to items
recognized directly in equity. In the latter case, the deferred tax is also charged directly to equity.
Deferred tax is recognized at the tax rates that will be applicable in the period in which the expected
reversal of temporary differences occurs.

If there is no certainty that the deductible temporary differences are reversed within the period provided
for by applicable tax laws, the company shall waive the recognition of the deferred tax asset. Liabilities
arising from taxable temporary differences are created to the full extent, regardless of future settlements
of income tax. Deferred income tax assets and deferred tax provisions are not netted out.
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Fixed tangible assets

Fixed tangible assets shall refer to buildings and structures, including leasehold improvements,
machinery and devices, computer equipment, means of transport and other fixed assets. Buildings and
structures (except for investments in third-party facilities), after initial recognition at fair value, are
recognized at purchase price equivalent to the projected cost, less depreciation.

Fixed tangible assets are recognized at the historical acquisition price or manufacturing cost less
depreciation. In the opinion of the Issuer, the carrying value of fixed tangible assets does not differ
significantly from their fair value.

Subsequent expenditures are taken into account at the carrying value (balance sheet value) of particular
fixed asset or are recognized as a separate asset in the case of significant differences in terms of useful
economic life periods of the separate parts of an asset. Any other expenditures for repairs and
maintenance are recognized in the profit and loss account.

Fixed assets are redeemed on a straight-line basis as from the month of their operational readiness
over the period corresponding to the estimated period of their useful economic life, excluding the residual
value.

Useful life periods applied:
- buildings and structures — from 10 to 40 years
- machinery and devices - from 3 to 10 years
- means of transport — from 4 to 7 years
- other fixed assets - from 3 to 10 years
- own lands are not subject to depreciation.

Intangible assets

Intangible assets refer to the development costs and acquired property rights used by the entity. Other
intangible assets are measured at historical acquisition price less depreciation, due to the fact that in
the opinion of the Issuer, their carrying value does not differ significantly from the fair value. Intangible
assets are depreciated on a straight-line basis over the period of estimated useful economic life while
the residual value is negligible. The Group has no intangible assets with indefinite useful life periods.
Goodwill on consolidation is not depreciated and is reviewed at the end of each period in terms of
impairment.

Useful life periods applied:

- software licenses - 2 years

- development works - 5 years
- trademarks — 5 years

- property rights — 5 years

Impairment loss of non-financial assets

At each balance sheet date the Group’s entities verify whether there is an objective evidence to confirm
that the individual components of non-financial assets are impaired.

Investment property

Investment property is measured at fair value at inception and at each balance sheet date. Gains or
losses arising from changes in the fair value of investment property are recognized in profit or loss for
the period in which they arose, with consideration of the related effect on deferred tax.

The carrying value of investment property includes the cost of replacing a component of an investment
property at the time this cost is incurred, provided that recognition criteria are met, and does not include
the cost of current upkeep of that property.
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If there is a change in use of the property from investment property to owner-occupied property, it is
transferred to fixed tangible assets and its fair value at the date of transfer is recognised as cost assumed
for future recognition.

Lease

Lease is a contract that transfers the right to use an asset for a certain period of time in exchange for
remuneration. At the date of commencement of the lease, the Group recognizes a right-of-use asset
and a lease liability. The leased asset is depreciated from the month of its readiness for use, through
the lease period or the estimated period of use.

Right-of-use assets

The Group recognizes in its balance sheet a right-of-use-asset at the date of commencement of the
lease (i.e. at the date when the leased asset is available for use by the Company). The right-of-use
assets are initially recognised at cost, and then reduced by depreciation charges and possible
impairment losses, and adjusted for the translation of the lease liability accordingly.

The cost of a right-of-use asset includes the amount of the initial valuation of the lease liability, any lease
payments made at or before the commencement date, less any lease incentives received, initial direct
costs incurred by the lessee.

If the lease transfers ownership of the underlying asset to the Company as the lessee at the end of the
lease term, or if the cost of a right-of-use asset includes the fact that the entity will exercise its call option,
the lessee depreciates the right-of-use asset from the commencement date until the end of the useful
life of the underlying asset. Otherwise, the Company depreciates the right-of-use asset from the date of
commencement of the lease until the end of the period of use of this asset or until the end of the lease
period, whichever is earlier.

Short-term contracts and low-value assets

The Group does not recognize a lease in the case of lease contracts concluded for a period shorter than
12 months from the date of commencement of the lease. The Group also applies a practical exception
referring to the lease of low-value assets - in this case the lease payments are recognized in the costs
of the period to which they relate. Neither the right-of-use asset nor the corresponding financial liability
is recognized in this case.

Lease liabilities

At the commencement date of the lease, the Company determines the lease liability at the present value
of the lease payments outstanding at that date. Lease payments are discounted by the Company using
the marginal interest rate set at the commencement of the lease, relevant to the lease term and currency.
Lease payments include fixed payments (including substantially fixed lease payments) less any lease
incentives payable; variable lease payments that depend on an index or rate, the amount of the
guaranteed residual value and the price at which the call option is exercised (if there is reasonable
assurance that the Company will exercise this option) and penalties for termination of the lease (if there
is reasonable assurance that the Company will exercise this option). Variable lease payments not based
on an index or rate are recognised immediately as an expense in the period in which the event or
condition triggering the payment occurs. In subsequent periods, the lease liability is reduced by
repayments made and increased by accrued interests at a fixed rate over the lease term equal to the
marginal interest rate determined at the date of recognition of the lease. If the lease agreement is
modified, the period or amount of the substantially fixed lease payments is changed or there is a change
in the judgment on the exercise of the call option of the leased asset, then the lease liability is
recalculated to reflect this change.
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Investments in subsidiary undertakings

Investments in subsidiaries are assets acquired in order to obtain the economic benefits from the
increase in the value of those assets, and receipt of dividends or other profits from them. They are
measured at acquisition cost less impairment losses. With the exception of investments in subsidiaries,
jointly controlled undertakings and affiliated undertakings recognized at acquisition cost in accordance
with IAS 27 and IAS 28, financial assets and liabilities are recognized and measured in accordance with
IAS 39 “Financial Instruments: Recognition and Measurement”.

Financial assets and liabilities

Financial assets and financial liabilities are measured, according to the nature of the financial instrument,
at fair value in the case of instruments traded on a stock exchange or measured at an adjusted
acquisition price determined on the basis of the internal rate of return. Other financial liabilities include:
o lease liabilities,
o liabilities arising from the acquisition of financial assets (shares)
liabilities arising from the acquisition of fixed assets.

Inventory

Commercial goods are accepted into the warehouse at the purchase price. The inventory issue valuation
shall be performed with the use of first in-first out’ principle, which is consistent with the requirements
of accounting policy. Inventory at the year-end are valued at purchase prices and verified through
physical inventory. As at each balance sheet date, the Group prepares an aging analysis of goods and
on the basis of such analyses, recognizes impairment losses.

Trade and other receivables

Valuation of receivables as at the balance sheet day shall be carried out at the fair value of the payment
less impairment losses.

Impairment losses shall also be established with regard to past due debts and not past due debts with a
significant probability to become bad debts - at the amount of reliably estimated impairment loss.
Mentioned impairment losses are recognized in other operating costs or in financial costs, depending on
the types of business transactions, as a result of which these impairments arose.

Prepayments and accruals

According to the accrual principle, the Companies’ accounting records include all revenues earned and
expenses attributable to that revenue for a given financial year, irrespective of the date of their payment.
Costs related to future reporting periods are recognized in prepayments, divided into long-term and
short-term:

. short-term - settlements which will last no longer than 12 months from the balance sheet date,

. long-term - settlements to last more than 12 months from the balance sheet date.

This division is floating and, depending on the change in the period of their further settlement from the
balance sheet date, there will be reclassifications of accrued expenses. Prepaid expenses included in
assets are then written off, according to the lapse of time or the amount of benefits, to the relevant
performance accounts - until all expenses previously included in assets are transferred to the result. The
time and method of settlement depends on the nature of settled costs.

Cash and cash equivalents

Cash and cash equivalents include cash on hand and cash in bank accounts and short-term deposits
with an initial maturity not exceeding three months.
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Cash is measured at nominal value. In the case of funds held in bank accounts, the nominal value
includes the interest accrued by the bank as at the balance sheet date, which represents financial
income. The negative balance of the current account is recognized as a component of "Credits and
loans" item.

Assets held for sale and discontinued operations

Fixed assets and net asset classes are classified as held for sale if their carrying amount is recovered
primarily as a result of a sale transaction rather than as a result of their continued use. This condition is
considered to be fulfilled only if the asset (or group of net assets held for sale) is available in its current
condition for immediate sale and the sale transaction is highly probable within one year from the date of
reclassification. Fixed assets classified as held for sale and group of net assets held for sale are
measured at the lower of the two following values: the carrying value or fair value reduced by selling
costs.

Share capital

Share capital is recognized in the consolidated balance sheet at the amount specified in the Articles of
Association of the Dominant Entity and entered in the relevant court register. The share capital results
from the acquisition of shares in the Dominant Entity by its shareholders and is recognized at nominal
value in the amount equal to the product of the number of shares and nominal value of a share in
accordance with the Articles of Association and entry in the court register.

Reserves and provisions

Reserves and provisions are recognized when Group’s companies have an existing legal or constructive
obligation resulting from past events and it is probable that fulfilment of this obligation will result in the
outflow of resources embodying economic benefits and a reliable estimate of the amount of the
obligation can be made but the final amount or the maturity of this obligation are uncertain. Where the
impact of the time value of money is material (employee benefits), the amount of the provision is
determined by discounting the projected future cash flows to the present value, using a discount rate
reflecting current market assessments of the value of money and risks associated with a given liability.
Provisions for employee benefits (retirement benefits and jubilee awards) are charged to operating
costs. Other provisions are recognized in operating costs or financial costs, depending on the
circumstances under which the liability arises.

Employee benefits

Employee benefits represent a group of liabilities and provisions that are calculated on the basis of
reliable estimates and relate to the employees of individual companies. Provisions for liabilities arising
from employee benefits are created in cases where the above obligation results from the applicable law,
the existing corporate remuneration system, collective labor agreement or other agreements concluded
with employees.

Companies recognize a provision for the costs of accumulated paid absences, which will have to be
incurred as a result of unused employee entitlements which accrued at the balance sheet date. The
provision for the costs of accumulated paid absences is a short-term provision which is not subject to
discounting.

Bank borrowings and loans

At the time of initial recognition, all bank borrowings, loans and debt securities are recognized at
purchase price corresponding to the fair value of the cash received, reduced by the costs associated
with obtaining a given loan. After initial recognition, interest-bearing credits and loans are subsequently
measured at adjusted purchase price with the use of the effective interest rate method.
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When calculating the adjusted purchase price, consideration is given to the costs of obtaining a credit
or a loan, as well as to discounts or premium on the settlement of the liability. Profits and losses are
recognized in the profit and loss account once the liability has been removed from the balance sheet as
well as upon the calculation of impairment.

Trade and other liabilities

Trade liabilities include all trade payables, irrespective of the contractual term of their payment, and this
part of other which is indisputable and due at the balance sheet date. Other liabilities are all those
commitments that cannot be attributed to trade liabilities.

Share-based payments

Share-based payments are recognized as cost of employee benefits in the period in which they are
actually provided.

External borrowing costs

External borrowing costs are recognized as costs in the period in which they are incurred in accordance
with the benchmark approach set out in IAS 23. Borrowing costs are recognized as an expense when
they are incurred, unless they can be directly attributed to the acquisition, construction or production of
an asset. Borrowing costs are then capitalized as part of the acquisition price or manufacturing cost of
the asset.

Dividend payment

Dividends payable are recognized in financial revenues as at the date of adoption by the competent
body of the company of the resolution on profit distribution, unless the resolution specifies a different
dividend day. Dividend payments to shareholders are recognized in the books of account as a liability
in the period during which such payments were approved by the General Meeting.

Functional and presentation currency
a) Functional and presentation currency

Iltems included in the financial statements are measured in the currency of the main economic
environment in which the Company operates (“functional currency”). The financial statements are
presented in Polish zlotys (PLN), which is the functional currency and presentation currency of the
Group.

b) Transactions and balances

Transactions denominated in foreign currencies are translated into the functional currency at the
exchange rate prevailing at the date of the transaction. Exchange gains and losses on the settlement of
these transactions and the balance-sheet valuation of the pecuniary assets and liabilities denominated
in foreign currencies are recognized in the profit and loss account unless they are deferred in equity
when they qualify to recognize them as cash flow hedge and hedge of a share in net assets.

V. Material values based on professional judgment and estimates
a) Professional judgment

When applying accounting policy to the issues mentioned below, professional judgment of the
management, along with accounting estimates, have been of key importance.
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Identification of the lease

At the inception of an agreement, the Group assesses whether the agreement is a lease or whether it
contains a lease. An agreement is a lease or contains a lease if it transfers the right to control the use of
an identified asset for a given period of time in exchange for remuneration. In order to assess whether the
agreement transfers the right to control the use of an identified asset for a given period of time, the Group
determines whether it has the following rights over the entire period of use:

(a) the right to obtain substantially all the economic benefits from the use of an identified asset; and

(b) the right to manage the use of an identified asset.

If the Group has the right to control the use of an identified asset for a limited part of the term of an
agreement, the agreement contains a lease with respect to that part of the term. The Group assesses
whether the agreement contains a lease for each potential separate lease element. The Group's
companies have not recognised any agreements under which they would operate as a lessor.

b) Uncertainty of estimates
Below is a list of the key assumptions concerning the future and other key sources of uncertainty
occurring as at the balance sheet date which entail a significant risk of material correction of the carrying
amounts of assets and liabilities within the next financial year.

Impairment of Assets

The Group regularly monitors the usefulness of the assets to the business operations. Where there is
evidence of impairment of an asset, an impairment test is performed.

Valuation of provisions

Provisions for employee benefits were estimated using actuarial methods. The assumptions adopted for
this purpose are presented in note 40. The change in the financial ratios underlying the estimate, i.e. the
increase in the discount rate by 1% and the decrease in the payroll ratio by 1% would cause a decrease
in the provision by PLN 0.1 thousand.

Provisions for unused leaves were estimated for individual companies on the basis of the available human
resources, financial and accounting information. Provisions are calculated at the end of the financial year
on the basis of the actual number of days of unused leaves in the current period and increased by the
number of days of unused leave from previous periods. The number of days for each employee obtained
in such manner is multiplied by the average daily rate based on the average salary applied for
determination of the remuneration payable for the leave. Provisions for unused leaves are calculated at
the end of each year, i.e. the adjustment of provisions for costs actually incurred in connection with unused
leaves is made at the end of each year.

Component of deferred tax assets

The Group recognizes a component of deferred tax assets based on the assumption that future taxable
profits will enable its use. Deterioration of generated tax results in future could make this assumption
unjustified.

Fair value of financial instruments

The fair value of financial instruments for which there is no active market is measured using appropriate
valuation methods. When selecting the appropriate methods and assumptions, the Group follows the
professional judgment. The method of determining the fair value of individual financial instruments is
presented in note 11 and note 42.

Recognition of revenues
The Group applies the percentage of completion method for settlement of long-term contracts. The

application of this method requires the Group to estimate the proportion of work performed to date to
the total services to be performed.
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If this proportion was 10% higher than the Group's estimates, the amount of revenue would be increased
by PLN 3 215 thousand and costs would be increased by PLN 2 976 thousand.

Amortization/Depreciation rates

The amount of depreciation rates is determined on the basis of the expected period of economic utility
of tangible and intangible assets. Every year the Group verifies the adopted periods of economic utility
based on current estimates.

Goodwill and intangible assets with an indefinite useful life - impairment test

In accordance with the Group's policy, the Management Board of a Dominant Entity performs as at 31
December the annual impairment test of cash-generating units to which goodwill, costs of uncompleted
development works and intangible assets with an indefinite useful life are assigned. For each interim
reporting date, the Management Board of a Dominant Entity reviews conditions indicating the possibility
of permanent impairment of cash generating units to which goodwill and / or intangible assets with
indefinite useful lives are assigned. If such indications are identified, the impairment test is carried out
at the interim balance sheet date. Each time, performing an impairment test requires estimating the
value in use of a unit or a group of cash-generating units to which goodwill and / or intangible assets
with an indefinite useful life are assigned. The estimation of value in use consists in determining future
cash flows generated by the unit or units and establishing the discount rate, which is then used to
calculate the present value of these cash flows.

VI. Changes in accounting principles (policy)

In preparing the interim condensed consolidated financial statement for three quarters of 2020, LSI
Software Group applies the same accounting principles as for the preparation of the annual financial
statement for the year 2019, except for amendments to standards and new standards and interpretations
approved by the European Union for reporting periods beginning on or after 1 January 2020.
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D.Additional notes and explanations do the consolidated
financial statement
Note 1. SALES REVENUES

In accordance with IAS 18, revenues from the sale of products, goods, materials and services, less
value added tax, rebates and discounts are recognized when the significant risk and benefits of
ownership have been transferred to the buyer.

Sales revenues and total revenues of the Group are as follows:

01.01 - 30.09.2020 | 01.01 — 30.09.2019
Continued operations
Sales of goods and materials 14 675 16 214
Sales of products 7 864 7 310
Sales of services 9611 11 664
Sales revenues, TOTAL 32 150 35188
Other operating revenues 4188 1877
Financial revenues 554 476
Revenues on continued operations, TOTAL 36 892 37 541
Revenues on discontinued operations
TOTAL REVENUES 36 892 37 541

Revenues on discontinued operations were not recognized.

Note 2. OPERATING SEGMENTS

The scope of financial information in the Group's segment reporting is determined based on the
requirements of IFRS 8. The result for a given segment is determined at the level of net profit. The Group
adopted as the basic reporting scheme - division into geographical segments, i.e. linked to conducting
business activity in various geographical areas defined according to the criterion of location of the
registered office of a company being a part of the Group. Two segments have been separated:

- the domestic market (Poland) comprising data of LS| Software SA and GiP Sp. z 0.0,
- other countries comprising LS| Software s.r.0. and Positive Software USA LLC.

The Group's sales are of dispersed nature. In the sales structure, in relation to the turnover value, there
is no significant recipient of services and solutions whose share in the sales revenue reached 10%.
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01.01 — 30.09.2020 Domestic Other Consolidation Total
market countries exclusions
Continuing operations
Sales revenues 34 949 139 -2 938 32 150
External sales 34 949 0 -2 799 32150
Intersegment sales 0 139 -139 0
gc?lilt of products, goods and materials 32 510 19 2773 29 756
Man_ufacturlng costs of products and 21 681 19 2610 19 090
services sold
Value of goods and materials sold 10 829 0 163 10 666
Gross profit (loss) on sales 2439 120 -165 2394
Other operating income 4177 11 0 4188
Sales costs 635 106 0 741
General and administrative costs 2440 6 -165 2281
Other operating costs 1097 34 0 1131
Profit (loss) on operating activities > 444 15 0 2 429
Financial revenues, including: 1596 0 -1 042 554
Interest income 291 0 0 291
Financial costs, including: 434 3 0 437
Interest expense 433 3 0 436
Share in net profit (loss) of entities
accounted for using the equity method 0 0 0 0
Profit (loss) before tax 3 606 -18 -1 042 2546
Income tax -16 0 0 -16
Net prc_Jflt (loss) from continuing 3622 18 1042 2562
operations
Profit (loss) on discontinued operations 0 0 0 0
Net profit (loss) 3622 -18 -1 042 2 562
Net profit (loss) attributed to ) )
the Dominant Entity 3622 18 1042 2562
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01.01 — 30.09.2019 Domestic Other Consolidation Total
market countries exclusions
Continuing operations
Sales revenues 37 019 31 -1 862 35188
External sales 36 697 2 -1511 35188
Intersegment sales 322 29 -351 0
ggﬁt of products, goods and materials 29 648 68 1659 28 057
Man_ufacturlng costs of products and 19 609 55 1182 18 482
services sold
Value of goods and materials sold 10 039 13 477 9575
Gross profit (loss) on sales 7371 -37 -203 7131
Other operating income 1877 0 0 1877
Sales costs 831 150 0 981
General and administrative costs 3 005 24 -195 2834
Other operating costs 401 19 -8 412
Profit (loss) on operating activities 5011 230 0 4781
Financial revenues, including: 1580 0 -1120 460
Interest income 431 0 0 431
Financial costs, including: 124 7 0 131
Interest expense 123 7 0 130
Share in net profit (loss) of entities
accounted for using the equity method 0 0 0 0
Profit (loss) before tax 6 467 -237 -1120 5110
Income tax 320 0 0 320
Net perIt (loss) from continuing 6147 237 1120 4790
operations
Profit (loss) on discontinued operations 0 0 0 0
Net profit (loss) 6 147 -237 -1120 4790
Net profit (loss) attributed to
the Dominant Entity 6 147 237 -1120 4790
Other information concerning operating segments
Domestic Other Consolidation Total
market countries exclusions
30.09.2020
Assets 58 886 522 -5119 54 289
Liabilities 15 841 144 -1 704 14 281
31.12.2019
Assets 58 219 629 -4 384 54 464
Liabilities 17 756 231 -969 17 018
30.09.2019
Assets 52 311 652 -4 037 48 926
Liabilities 13 266 242 -622 12 866
01.01 - 30.09.2020
Investment expenditure 2770 0 0 2770
Amortisation/depreciation 3616 103 0 3719
Write-down of financial and non-financial 758 0 0 758
assets
01.01 - 30.09.2019
Investment expenditure 3914 383 -501 3796
Amortisation/depreciation 3532 51 0 3583
Write-down of financial and non-financial 277 0 0 277
assets

The Group operates primarily in Poland. Revenues generated by off-shore segments are less than

11% of the relevant values.
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Sales revenues - detailed geographic structure

01.01 -30.09.2020 01.01 -30.09.2019
in PLN Share in % in PLN Share in %
Poland 28 708 89% 31390 89%
Export, including: 3442 11% 3798 11%
European Union 577 2% 608 2%
Countries of the former USSR 0 0% 99 0%
USA 243 1% 0 0%
Asia 1114 3% 2435 7%
Other 1508 5% 656 2%
Total 32 150 100% 35188 100%
Revenues by market segments
01.01 - 30.09.2020 01.01 — 30.09.2019
in PLN Share in % in PLN Share in %
Retail, including: 6 511 20% 6 959 20%
Goods 3573 55% 3663 53%
Licenses 571 9% 594 9%
Services, including: 2 367 36% 2702 39%
Fixed fees 2142 - 2169 -
Hospitality, including: 24 056 75% 26 298 75%
Goods 10 222 42% 11 581 44%
Licenses 7293 30% 6716 26%
Services, including: 6541 27% 8 001 30%
Fixed fees 4314 - 4 330 -
Other, including: 1584 5% 1931 5%
Goods 881 56% 970 50%
Outsourcing 703 44% 952 49%
Lease/Tenancy 0 0% 9 0%
Total, including: 32150 100% 35188 100%
Goods 14 675 46% 16 214 46%
Licenses 7 864 24% 7 310 21%
Services 8908 28% 10 703 30%
Outsourcing 703 2% 952 3%
Lease/Tenancy 0 0% 9 0%
Gross margin by market segments
01.01 -30.09.2020 01.01 -30.09.2019
in PLN Share in Profitability in PLN Share in Profitability
% ratio % ratio
Retail, including: 1108 46% 17% 1513 21% 22%
Goods 1033 93% 29% 1267 84% 35%
Licenses 21 2% 4% 70 5% 12%
Services 54 5% 2% 176 12% 7%
Hospitality, 1010 42% 4% 5267 74% 20%
including:
Goods 2709 268% 26% 5036 96% 43%
Licenses -1 001 -99% -14% 2 0% 0%
Services -698 -69% -11% 229 4% 3%
Other, including: 276 12% 17% 351 5% 18%
Goods 267 97% 30% 336 96% 35%
Outsourcing 9 3% 1% 11 3% 1%
Lease/Tenancy 0 0% 4 1% 44%
Total, including: 2394 100% 7% 7131 100% 20%
Goods 4 009 167% 27% 6 639 93% 41%
Licenses -980 -41% -12% 72 1% 1%
Services -644 -27% -7% 405 6% 4%
Outsourcing 9 0% 1% 11 0% 1%
Lease/Tenancy 0 0% 4 0% 44%

Note 3. OPERATING COSTS

Data regarding operating costs are presented in the "Consolidated profit and loss account".
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Note 4. OTHER OPERATING REVENUES AND COSTS

OTHER OPERATING REVENUES 01.01 - 30.09.2020 01.01 — 30.09.2019
Profit on disposal of fixed assets 97 63
Reversal of a write-down of assets

1003 798
Penalties, fines and damages received 131 302
Government grants 2894 699
Unsettled liabilities 22 0
Reimbursement of legal costs 26 7
Other 15 )
TOTAL 4188 1877

OTHER OPERATING COSTS 01.01 - 30.09.2020 01.01 - 30.09.2019

Loss on disposal of fixed assets 0 0
Unsettled receivables 183 0
Penalties, fines and damages paid 103 66
Recognition of impairment 758 217
Court fees and costs 40 41
Other 47 28
TOTAL 1131 412

RECOGNITION OF A WRITE-DOWN

01.01 — 30.09.2020 01.01 - 30.09.2019

Receivables -245 -521
Inventory 0 0
Total -245 -521

Note 5. FINANCIAL REVENUES AND COSTS

FINANCIAL REVENUES

01.01 — 30.09.2020

01.01 - 30.09.2019

Interest revenues 291 431
Profit on disposal of financial assets 0 7
Surplus of foreigh exchange gains 242 22
Valuation of derivatives 21 0
Other 0 0
TOTAL 554 460

FINANCIAL COSTS

01.01 — 30.09.2020

01.01 - 30.09.2019

Interest expense 436 130
Surplus of foreign exchange losses 0 0
Valuation of derivatives 1
Other 0 1
TOTAL 437 131

Note 6. INCOME TAX AND DEFERRED INCOME TAX

The main components of the tax burdens for the presented periods are as follows:

INCOME TAX DISCLOSED IN THE PROFIT AND 01.01 — 30.09.2020 01.01 - 30.09.2019
LOSS ACCOUNT
Current income tax 0 226
Relating to the financial year 0 226
Deferred income tax -16 94
Related to the occurrence and reversal of temporary

. -16 94
differences
Tax burden disclosed in the consolidated income

-16 320

statement

The deferred tax recognized in the income statement is the difference between deferred tax liabilities

and deferred tax assets at the end and the beginning of the reporting period.

The current part of income tax was set at a rate of 19% as the income tax base.

33



Tax related to foreign tax jurisdictions was not identified.

LSI Software Group

Interim consolidated financial statement for the period
01.01 —30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

NEGATIVE TEMPORARY
DIFFERENCES BEING THE BASIS .
FOR RECOGNITION OF DEFERRED 31.12.2019 increases decreases 30.09.2020
INCOME TAX ASSETS

Provision for jubilee awards and 3 0 3

retirement benefits

Accrued employee holiday provision 88 0 88 0
Other provisions 0 0 0 0
Lease liabilities 3 369 200 0 3569
Outstanding costs of delegations 4 6 0 10
Foreign exchange losses 157 0 111 46
Remunerations and social insurance payable
in the subsequent periods 370 0 9 275
Write-down of shares in other entities 2305 0 0 2305
Write-down of inventory 258 0 0 258
Write-down of receivables 179 569 0 748
Other 2 0 2 0

Total negative temporary differences 6735 s 296 7214

tax rate 19% 19% 19% 19%

Deferred income tax assets 1280 147 56 1371

POSITIVE TEMPORARY

DIFFERENCES BEING THE )

BASIS FOR RECOGNITION 31.12.2019 increases decreases 30.09.2020
OF DEFERRED INCOME TAX

PROVISION

_Forelgn exchange gains and accrued 322 0 184 138

interest

Valuation of fixed assets under lease 3758 342 0 4100

Revaluation of immovable property 267 214 0 481

Accrued interests 265 20 285

Penalties charged 250 250

Total positive temporary differences 4863 576 184 5255

tax rate 19% 19% 19% 19%

Deferred income tax provision at the

end of reporting period 924 109 35 998
Net deferred income tax assets / provisions

30.09.2020 31.12.2019 30.09.2019

Deferred income tax asset 1371 1280 1252
Deferred income tax provision — continuing
operations 998 924 983
Net d_e_ferred income tax assets / 373 356 269
provisions

Note 7. DISCONTINUED OPERATIONS

There were no discontinued operations in the reporting period.

Note 8. PROFIT PER SHARE

Profit per share is calculated by dividing the net profit for the period attributable to ordinary shareholders
of the Group by the weighted average number of ordinary shares issued during the period. Diluted profit
per share is calculated by dividing net profit for the period attributable to ordinary shareholders (net of
interest on redeemable preference shares convertible into ordinary shares) by the weighted average
number of ordinary shares issued during the period (adjusted for dilutive options and dilutive redeemable
preferred shares convertible into ordinary shares).
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Continuing and discontinued operations

Calculation of profit per share was based on the following information:
01.01 -30.09.2020 01.01 -30.09.2019

Net profit from continuing operations 2562 4790

Profit recognized for the purposes of calculating the
basic profit per share 2562 4790

Effect of dilution:
- interest on redeemable preference shares convertible
into ordinary shares
- interest on bonds convertible into shares
Profit recognized for the purposes of
calculating the diluted profit per share 2 562 4790

Number of shares issued

01.01 -30.09.2020 01.01 -30.09.2019

Weighted average number of shares recognized for

the purposes of calculating the basic profit per share 3260 762 3260762

per share (in pcs.)

Effect of dilution of the number of ordinary shares

- share options 0 0

- bonds convertible into shares 0 0
Weighted average number of shares recognized
for the purposes of calculating the diluted profit 3260 762 3260 762
per share per share (in pcs.)

In the period between the balance sheet date and the date of preparation of this financial statement,
there were no other transactions concerning ordinary shares or potential ordinary shares.

Note 9. DIVIDENDS PROPOSED OR ADOPTED UNTIL THE DAY OF FINANCIAL STATEMENT APPROVAL

Dividend on ordinary shares Interim dividend payment
Financial year ended: Payment date Amount Amount per| Payment Amount |Amount per
share date share
31.12.2019 - - - - 0 0
31.12.2018 31.07.2019 1 606 0,50 PLN - 0 0

Note 10. DISCLOSURE OF OTHER COMPONENTS OF COMPREHENSIVE INCOME

In the periods presented in the condensed consolidated financial statement, there were no eligible
transactions that would qualify under IAS 1 as "other comprehensive income", therefore the amounts of
net profit and total comprehensive income are equal.

Note 11. FAIR VALUE

Fair value measurements of the Group’s lands and buildings as at 30 September 2020 and 31 December
2019 were carried out based on appraisal report of 19 August 2016 prepared by an independent
appraiser who is a member of the Polish Chamber of Property Appraisal and has adequate qualifications
and experience in terms of fair value measurement of the property. The Management Board of the entity
verified the value of the appraisal report as at 30 September 2020 and in its opinion the market
conditions have not changed since the above valuation.
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Fair value determined on the basis of:

PLN

Prices Significant Significant non-
quoted in an | observable data | observable data
Class of assets / liabilities Date of TOTAL active Level 2 Level 3
valuation market
Level 1
Assets measured at fair value
Investment property
- office space | 30.09.2020 |
Derivatives
- Currency forward contract -
) 30.09.2020
Financial assets available for sale
- shares listed on the stock
exchange
- unlisted shares 30.09.2020
- listed debt securities
Revalued tangible fixed assets
- office immovable property 19.08.2016 | 500 500
- redemption value 30.09.2020 30 30
Discontinued operations 30.09.2020
Assets which fair value is subject to disclosure
Loans granted and receivables
- loans granted to subsidiaries 30.09.2020
- loans granted to Management 30.09.2020
Board
- loans granted to Supervisory 30.09.2020
Board
Liabilities measured at fair value
Derivatives
- Currency forward contract - 30.09.2020 1 1
uUsD
gcég;jltlonal payment (IFRS 30.09.2020
Liabilities which fair value is subject to disclosure
Interest-bearing credits and loans
- Floating-rate-loan in 30.09.2020 | 1091 1091

In the period ended 30 September 2020, there were no transfers between level 1 and 2 of the fair value

hierarchy.

Note 12. FIXED TANGIBLE ASSETS

Ownership structure

OWNERSHIP STRUCTURE - net
valle ne 30.09.2020 31.12.2019 30.09.2019

own 7610 5707 7924

Used under a rental, lease or other

agreement 1851 3850 1596

Total 9461 9557 9520
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Tangible fixed assets, to which legal title is subject to limitations and serving as collateral for liabilities

Title of liability / restrictions on transferability 30.09.2020 31.12.2019 30.09.2019

- collateral for own credits and loans 6 396 6519 6 165
- collateral for third-party credits and loans 0 0 0
- collateral for other liabilities 0 0 0
- used under finance lease 1851 3850 1596
Carrying value of tangible fixed assets being

subject to restrictions on transferability and 8427 10369 7761
serving as collateral for liabilities

The Group’s companies have the option of buying out the leased assets after expiration of lease
contracts. The amount of liabilities in this respect can therefore be estimated as 1% of the value of the

leased asset.
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ildi Machines and Other fixed i
structures construction

Gross balance sheet value as at 01.01.2020 520 6 996 880 4 648 341 79 13 464
Increases, due to: 0 0 151 663 0 12 826
- acquisition of fixed assets 151 12 163
- Own-account production of fixed assets 0

- Business acquisitions 0
- lease agreements 663 663
- revaluation 0
- received contribution 0
- other 0
Decreases, due to: 0 0 0 425 0 79 504
- disposal 425 425
- liquidation 0
- sale of a subsidiary undertaking 0
- revaluation 0
- contribution made 0
- other 79 79
Gross balance sheet value as at 30.09.2020 520 6 996 1031 4 886 341 12 13 786
Redemption as at 01.01.2020 0 997 649 1990 271 0 3907
Increases, due to: 0 124 71 610 19 0 824
- amortisation and depreciation 124 71 605 19 819
- revaluation 0
- other 5 5
Decreases, due to: 0 1 1 404 0 0 406
- liquidation 0
- disposal 404 404
- revaluation 0
- other 1 1 2
Redemption as at 30.09.2020 0 1120 719 2196 290 0 4 325
Impairments as at 01.01.2020 0 0 0 0 0 0 0
Increases, due to: 0 0 0 0 0 0 0
- impairment loss 0
- other 0
Decreases, due to: 0 0 0 0 0 0 0
- reversal of impairments 0
- liquidation or disposal 0
- other 0
Impairments as at 30.09.2020 0 0 0 0 0 0 0

Net exchange differences on translation of the financial 0

statement to the presentation currency

Net balance sheet value as at 30.09.2020 520 5876 312 2690 51 12 9461
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ildi Machines and Other fixed i
Lands Pana devices transport assets P nder Tota
structures construction

Gross balance sheet value as at 01.01.2019 520 5737 808 3955 286 0 11 306
Increases, due to: 0 1536 73 1275 55 619 3558
- acquisition of fixed assets 395 73 632 55 619 1774
- Own-account production of fixed assets 0
- Business acquisitions 0
- lease agreements 643 643
- revaluation 0
- received contribution 0
- other 1141 1141
Decreases, due to: 0 277 1 582 0 540 1400
- disposal 582 582
- liguidation 0
- sale of a subsidiary undertaking 0
- revaluation 0
- contribution made 0
- other 277 1 540 818
Gross balance sheet value as at 31.12.2019 520 6 996 880 4648 341 79 13464
Redemption as at 01.01.2019 0 830 585 1874 251 0 3540
Increases, due to: 0 167 65 633 20 0 885
- amortisation and depreciation 167 65 631 19 882
- revaluation 0
- other 2 1 3
Decreases, due to: 0 0 1 517 0 0 518
- liquidation 24 24
- disposal 493 493
- revaluation 0
- other 1 1
Redemption as at 31.12.2019 0 997 649 1990 271 0 3907
Impairments as at 01.01.2019 0 0 0 0 0 0 0
Increases, due to: 0 0 0 0 0 0 0
- impairment loss 0
- other 0
Decreases, due to: 0 0 0 0 0 0 0
- reversal of impairments 0
- liquidation or disposal 0
- other 0
Impairments as at 31.12.2019 0 0 0 0 0 0 0

Net exchange differences on translation of the financial 0

statement to the presentation currency

Net balance sheet value as at 31.12.2019 520 5999 231 2 658 70 79 9 557
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Buildin Machines and Other fixed i
T L et e
structures construction

Gross balance sheet value as at 01.01.2019 520 5737 808 3955 286 0 11 306
Increases, due to: 0 864 73 1059 55 381 2432
- acquisition of fixed assets 864 73 631 55 381 2004
- Own-account production of fixed assets 0
- business acquisitions 0
- lease agreements 428 428
- revaluation 0
- received contribution 0
- other 0
Decreases, due to: 0 0 1 428 0 0 429
- disposal 428 428
- liquidation 0
- sale of a subsidiary undertaking 0
- revaluation 0
- contribution made 0
- other 1 1
Gross balance sheet value as at 30.09.2019 520 6 601 880 4 586 341 381 13 309
Redemption as at 01.01.2019 0 830 585 1874 251 0 3540
Increases, due to: 0 126 48 467 13 0 654
- amortisation and depreciation 126 48 466 13 653
- revaluation 0
- other 1 1
Decreases, due to: 0 0 1 404 0 0 405
- liquidation 0
- disposal 404 404
- revaluation 0
- other 1 1
Redemption as at 30.09.2019 0 956 632 1937 264 0 3789
Impairments as at 01.01.2019 0 0 0 0 0 0 0
Increases, due to: 0 0 0 0 0 0 0
- impairment loss 0
- other 0
Decreases, due to: 0 0 0 0 0 0 0
- reversal of impairments 0
- liquidation or disposal 0
- other 0
Impairments as at 30.09.2019 0 0 0 0 0 0 0

Net exchange differences on translation of the financial 0

statement to the presentation currency

Net balance sheet value as at 30.09.2019 520 5645 248 2649 7 381 9520
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Fair value measurements of the Group’s immovable property as at 30 September 2020 were carried based on valuation report of 19 August 2016 prepared by
an independent appraiser. The Management Board of the entity verified the value of the appraisal report as at 30 September 2020 and in his opinion the market

conditions have not changed since the above valuation.

Fixed assets under construction

LSI Software Group
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Settlement of expenditures

. Buil_dings, Technical devices Means of Other fixed .
Expenditures premises and and machines transport assets Impairments As at
As at 01.01.2020 incurred in the civil
. : . ; 30.09.2020
financial year engineering
facilities
79 12 0 79 0 0 0 12
Settlement of expenditures
Expenditures perrJr:Iig:ar;g:ﬁd Technical devices Means of Otgse;:t);ed Impairments
As at 01.01.2019 incurred in the civil and machines transport As at
. . . . 30.09.2019
financial year engineering
facilities
0 500 0 72 0 47 0 381
Value and area of land under perpetual usufruct (not applicable to foreign companies)
Number of Land Area of a parcel [m?] Area of a parcel [m?]
Aalzss register nPu"’;; %‘Z'r as at 30.09.2020 \ég'gg o as at 30.09.2019 \ég'gge oy
" 231/12
93-120 £odz . - 23158 4975 520 4975 520
176/178 Przybyszewskiego St. 231/32
TOTAL 4975 520 4975 520

Land under perpetual usufruct and the buildings thereon represent a collateral for mBank S.A. on account of obtained loans.
In the presented period there was no capitalization of borrowing costs and no impairments on fixed assets were recognized.
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Fixed assets 30.09.2020 30.09.2019
Gross value Redemption Net value Gross value Redemption Net value
Immovable property 0 0 0 0 0 0
Machines and devices 191 63 128 54 28 26
Means of transport 2 337 614 1723 2270 700 1570
Other fixed assets 0 0 0 0 0 0
Right-of-use assets 2559 377 2182 2558 161 2397
Total 5 087 1054 4033 4882 889 3993

The carrying value of machines and devices under financial lease agreements and lease agreements with a repurchase option as at 30 September 2020 is PLN

4,033 thousand (as at 30 September 2019: PLN 3,993 thousand).
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Note 13. INTANGIBLE ASSETS

Changes in intangible assets (by category) - for the period 01.01.2020-30.09.2020
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Development

Software?

Intangible

e Trademarks?® Patents ar;d Other? assets under Total
licenses construction

Gross balance sheet value as at 01.01.2020 28 662 0 0 0 7641 0 36 303
Increases, due to: 5041 0 0 0 112 0 5153
- acquisition 0 112 112
- business acquisitions 0
- other 5041 5041
Decreases, due to: 2 454 0 0 0 66 0 2520
- disposal 0
- liguidation 0
- revaluation 0
- other 2454 0 66 2520
Gross balance sheet value as at 30.09.2020 31 249 0 0 0 7 687 0 38 936
Redemption as at 01.01.2020 16 558 0 0 0 7 083 0 23641
Increases, due to: 2221 0 0 0 518 0 2739
- amortisation and depreciation 2221 518 2739
- revaluation 0
- other 0
Decreases, due to: 1 0 0 0 0 0 1
- liquidation 0
- disposal 0
- revaluation 0
- other 1 1
Redemption as at 30.09.2020 18778 0 0 0 7 601 0 26 379
Impairments as at 01.01.2020 0 0 0 0 0 0 0
Increases, due to: 0 0 0 0 0 0 0
- impairment loss 0
- other 0
Decreases, due to: 0 0 0 0 0 0 0
- reversal of impairments 0
- liguidation or disposal 0
- other 0
Impairments as at 30.09.2020 0 0 0 0 0 0 0
- Net exchange differences on translation of the 0
financial statement to the presentation currency

Net balance sheet value as at 30.09.2020 12 471 0 0 0 86 0 12 557

1 Own-account production, 2 Acquired/established as a result of business combinations
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Changes in intangible assets (by category) - for the period 01.01.2019-31.12.2019

LSI Software Group
Interim consolidated financial statement for the period 01.01 — 30.09.2020 (all

amounts are expressed in PLN thousand, unless otherwise indicated)

2 Intangible
Devfcl)os';gf ent Trademarks? Patents and Software Other? assetsgunder Total
licenses? construction

Gross balance sheet value as at 01.01.2019 24 157 0 0 0 8 083 0 32 240
Increases, due to: 7 653 0 0 0 1 0 7 654
- acquisition 7 653 0 1 7 654
- acquisitions of business entities 0
- other 0
Decreases, due to: 3148 0 0 0 443 0 3591
- disposal 0
- liquidation 0
- revaluation 0
- other 3148 0 443 3591
Gross balance sheet value as at 31.12.2019 28 662 0 0 0 7 641 0 36 303
Redemption as at 01.01.2019 13 936 0 0 0 6371 0 20 307
Increases, due to: 3098 0 0 0 1189 0 4 287
- amortisation and depreciation 2 477 1189 3 666
- revaluation 0
- other 621 621
Decreases, due to: 476 0 0 0 477 0 953
- liquidation 0
- disposal 0
- revaluation 0
- other 476 477 953
Redemption as at 31.12.2019 16 558 0 0 0 7 083 0 23641
Impairments as at 01.01.2019 0 0 0 0 0 0 0
Increases, due to: 0 0 0 0 0 0 0
- impairment loss 0
- other 0
Decreases, due to: 0 0 0 0 0 0 0
- reversal of impairments 0
- liguidation or disposal 0
- other 0
Impairments as at 31.12.2019 0 0 0 0 0 0 0
- Net exchange differences on translation of the 0
financial statement to the presentation currency

Net balance sheet value as at 31.12.2019 12 104 0 0 0 558 0 12 662

1 Own-account production, 2 Acquired/established as a result of business combinations

In the reporting period no impairment losses on intangible assets were recognized.
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Changes in intangible assets (by category) - for the period 01.01.2019-30.09.2019

LSI Software Group
Interim consolidated financial statement for the period 01.01 — 30.09.2020 (all

amounts are expressed in PLN thousand, unless otherwise indicated)

2 Intangible
Devfé%':gl‘em Trademarks® | Patents and SIS Other? assetsgunder Total
licenses? construction

Gross balance sheet value as at 01.01.2019 24 157 0 0 0 8 083 0 32 240
Increases, due to: 4 577 0 0 0 1 0 4578
- acquisition 4577 1 4578
- acquisitions of business entities 0
- other 0
Decreases, due to: 1211 0 0 0 452 0 1663
- disposal 0
- liguidation 0
- revaluation 0
- other 1211 452 1663
Gross balance sheet value as at 30.09.2019 27 523 0 0 0 7 632 0 35 155
Redemption as at 01.01.2019 13 936 0 0 0 6371 0 20 307
Increases, due to: 2 498 0 0 0 892 0 3390
- amortisation and depreciation 1877 892 2769
- revaluation 0
- other 621 621
Decreases, due to: 0 0 0 0 477 0 477
- liquidation 0
- disposal 0
- revaluation 0
- other 477 477
Redemption as at 30.09.2019 16 434 0 0 0 6 786 0 23220
Impairments as at 01.01.2019 0 0 0 0 0 0 0
Increases, due to: 0 0 0 0 0 0 0
- impairment loss 0
- other 0
Decreases, due to: 0 0 0 0 0 0 0
- reversal of impairments 0
- liguidation or disposal 0
- other 0
Impairments as at 30.09.2019 0 0 0 0 0 0 0
- Net exchange differences on translation of the 0
financial statement to the presentation currency

Net balance sheet value as at 30.09.2019 11 089 0 0 0 846 0 11 935

1 Own-account production, 2 Acquired/established as a result of business combinations
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Ownership structure

LSI Software Group

Interim consolidated financial statement for the period
01.01 — 30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

30.09.2020 31.12.2019 30.09.2019
Own 12 557 12 662 11935
Used under a rental, lease or other
agreement, including lease agreements 0 0 0
Total 12 557 12 662 11935

Note 14. RIGHT-OF-USE ASSETS

Changes in the value of rights-of-use assets for the period 01.01.2020- 30.09.2020 and the

corresponding period of the previous year.

Right of
perpetual
usufruct of land
and lease
agreements
Gross balance sheet value as at 01.01.2020 2559
Increases, due to: 0
- lease agreements concluded
- change in the terms and conditions of a lease agreement
- indexation resulting from the lease agreement
Decreases, due to: 0
- termination of a lease agreement
- change in the terms and conditions of a lease agreement
Gross balance sheet value as at 30.09.2020 2559
Redemption as at 01.01.2020 215
Increases, due to: 162
- amortisation/depreciation 162
Redemption as at 30.09.2020 377
Impairments as at 01.01.2020 0
Increases, due to: 0
- impairment loss
Decreases, due to: 0
- reversal of impairments
Impairments as at 30.09.2020 0
- Net exchange differences on translation of the financial statement to the presentation
currency
Net balance sheet value as at 30.09.2020 2182
Gross balance sheet value as at 01.01.2019 2558
Increases, due to: 0
- lease agreements concluded
- change in the terms and conditions of a lease agreement
- indexation resulting from the lease agreement
Decreases, due to: 0
- termination of a lease agreement
- change in the terms and conditions of a lease agreement
Gross balance sheet value as at 30.09.2019 2 558
Redemption as at 01.01.2019 0
Increases, due to: 161
- amortisation/depreciation 161
Redemption as at 30.09.2019 161
Impairments as at 01.01.2019 0
Increases, due to: 0
- impairment loss
Decreases, due to: 0
- reversal of impairments
Impairments as at 30.09.2019 0
- Net exchange differences on translation of the financial statement to the presentation
currency
Net balance sheet value as at 30.09.2019 2 397




LSI Software Group
Interim consolidated financial statement for the period
01.01 - 30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

Note 15. GOODWILL

30.09.2020 31.12.2019 30.09.2019
LS| Software s.r.o. 8 8 8
GiP Sp. z 0.0. 2815 2514 2514
Positive Software USA LLC 0 0 0
Net goodwill 2823 2522 2522

On 11 August 2020, an agreement was concluded with the former shareholders of GiP Sp. z o.0.
amending the agreement on the sale of shares in that company, under which the amount of the last
tranche of remuneration was reduced from the amount of PLN 436 thousand to PLN 301 thousand. The

above change increased the goodwill of GiP Sp. z 0.0. to the amount of PLN 2,815 thousand.

Changes in goodwill on consolidation

30.09.2020 30.09.2019
Gross balance sheet value at the beginning of the 2522 2522
period
Increases, due to: 301 0
Acquisition of an entity 301 0
Adjustments resulting from later recognition 0 0
Decreases, due to: 0 0
Sale of a subsidiary 0 0
Net exchange differences from translation of the 0 0
financial statements into the presentation currency
Business combinations
Gross balance sheet value at the end of the period 2823 2522
Impairment losses at the beginning of the period 0 0
Impairment losses recognized during the period 0 0
Other changes 0 0
Impairment losses at the end of the period 0 0
Net goodwill 2823 2522
Note 16. INVESTMENT PROPERTY
Investment property measured at fair value
30.09.2020 | 31.12.2019 | 30.09.2019
Gross balance sheet value at the beginning of the period 0 864 864
Increases, due to: 0 0 0
- revaluation 0 0 0
Decreases, due to: 0 864 864
- reclassifications from and to another asset category 0 864 864
Gross balance sheet value at the end of the period 0 0 0

The table below presents the value of revenues and direct costs related to the rental of investment

property generated in three quarters of 2020 and 2019.

01.01 -30.09.2020 01.01 -30.09.2019
Revenues from rental of investment property 0 9
Direct operating rental costs 0 S
Profits (losses) from rental of investment property 0 4

Note 17.

INVESTMENTS IN ASSOCIATES ACCOUNTED FOR USING THE EQUITY METHOD

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 2014 — 2019 and
for three quarters of 2020.
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LSI Software Group

Interim consolidated financial statement for the period
01.01 - 30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

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 policy of this entity.

Note 18. SHARES/PARTICIPATING INTERESTS IN NON-CONSOLIDATED SUBORDINATED

UNDERTAKINGS

30.09.2020 31.12.2019 30.09.2019
Shares/Participating interests in companies not
listed on the stock exchange (non-consolidated) 2307 2307 2307
Shares of companies listed on the stock exchange
- 0 0 0
(non-consolidated)
Total 2 307 2 307 2 307
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Investments in subordinate, non-consolidated entities as at 30.09.2020

LSI Software Group

Interim consolidated financial statement for the period 01.01 —
30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

Value of shares Revaluation Balance Percentage of Percentage of
Company business name, legal form, location of according to adjustments sheet value of shares held votes held Reasons for non-
the head office acquisition price shares consolidation
BluePocket S.A. — Rzeszow, Poland 2 307 2 307 0 50% 50% Loss of control
TOTAL 2 307 2 307 0

Due to the loss of control over the Company, it is not possible to obtain financial statements. In the absence of the Management Board, BluePocket SA has
ceased to perform its business operations. In view of the above, the entity is not consolidated.
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Note 19. OTHER FIXED ASSETS

In the reporting period the item was not recognized.

Note 20. OTHER FINANCIAL ASSETS

LS| Software Group
Interim consolidated financial statement for the period 01.01
—30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

Short-term investments 30.09.2020 31.12.2019 30.09.2019

Loans granted, including: 0 0 0
- to Management and Supervisory Board 0 0 0
Cash flow hedging instruments 0 0 6
TOTAL 0 0 6

Cash flow hedges

Type of transaction Date of Execution date Base amount Fair value
transaction

As at 30.09.2020 -1
Forward valuation in USD 30.09.2020 02.11.2020 30 0
Forward valuation in USD 30.09.2020 02.11.2020 50 -1
As at 31.12.2019 -21
Forward valuation in USD 05.11.2019 10.01.2020 77 -4
Forward valuation in USD 18.11.2019 21.01.2020 117 -10
Forward valuation in USD 18.11.2019 21.01.2020 73 -7
As at 30.09.2019 6
Forward valuation in USD 05.09.2019 25.10.2019 68 6

Note 21. INVENTORY

Inventory is measured at the purchase price or manufacturing costs not higher than its net selling price
realizable at the balance sheet date. Net realizable value is the estimated price of a sale executed in
the ordinary course of business less the estimated costs of completion and the costs necessary to

perform the sale transaction.

The reason for the recognition of impairment losses on inventory is their accumulation over a long period
and the associated impairment loss. Borrowing costs were not capitalized in the amount of inventory.
The value of goods with over 360 days stockholding includes slow-moving goods, service parts and
equipment, which Group’s companies are obliged to immediately deliver to the service users in the event

of failure of the Client's equipment.

30.09.2020 | 31.12.2019 | 30.09.2019

Goods 4983 5106 4 668
Gross inventory 4983 5106 4 668
Impairment loss 247 247 247
Net inventory, including: 4736 4 859 4421
- the carrying amount of inventory recognized in the fair value less 0 0 0
selling costs

- the carrying amount of inventory pledged as 0 0 0

collateral
Note 22. CONTRACT FOR CONSTRUCTION SERVICES
Item was not recognized.
Note 23. TRADE RECEIVABLES

30.09.2020 31.12.2019 30.09.2019

Trade receivables 10 594 14 685 12 264
- from associates 0 0 0
- from other undertakings 10 594 14 685 12 264
Impairment 922 1334 1439
Gross trade receivables 11 516 16 019 13703
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Trade receivables are non-interest bearing and usually have a 14-day payment term. The Group has an
appropriate policy in terms of trading only with verified customers. As a result, in the opinion of the
Management Board, there is no additional credit risk, above the level defined by the bad debt write-off
specific to the Group's trade receivables.

Change in impairment of trade receivables

\ 30.09.2020 \ 31.12.2019 \ 30.09.2019

Associates
Impairment loss on trade receivables at the
beginning of the period 68 68 68
Increases, including: 0 0 0
- on past due and disputable receivables 0 0 0
Decreases, including: 0 0 0
- use 0 0 0

Impairment loss on trade receivables at

the end of the period 68 68 68

Other undertakings
Impairment loss on trade receivables at the
beginning of the period 1266 1892 1892
Increases, including: 878 280 277
- on past due and disputable receivables 878 280 277
- acquisition of a subsidiary 0 0 0
Decreases, including: 1290 906 798
- use 1290 250 0
- release of impairment loss in connection with 0 656 798
the repayment of receivables
Impairment loss on trade receivables from
other undertakings at the end of the period 854 1266 1371

Impairment loss on trade receivables at the

end of the period 922 1334 1439
Trade receivables claimed at court

30.09.2020 31.12.2019 30.09.2019
Trade receivables claimed at court 922 1334 1439
Impairment loss on disputable receivables 922 1334 1439
Net amount of trade receivables claimed at 0 0 0
court
Note 24. OTHER RECEIVABLES
30.09.2020 31.12.2019 30.09.2019

Other receivables, including: 907 930 1343
; atixe& with the exception of corporate income 195 2 215
- other 712 928 1128
Impairment losses on other receivables 0 0 0
Other receivables - gross 907 930 1343




Note 25. PREPAYMENTS AND ACCRUED INCOME

LSI Software Group
Interim consolidated financial statement for the period 01.01 —
30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

30.09.2020 31.12.2019 30.09.2019

- Property (non-life) insurance and 114 150 148

Subscription of newspapers

- ongoing projects 72 72 0

- Company Social Benefits Fund 14 0 11

- advance invoices 429 182 245

- property tax 13 0 13

- perpetual usufruct 14 0 14
- other prepayments 4 3 0
Prepayments and accrued income 660 407 431
Note 26. CASH AND CASH EQUIVALENTS

30.09.2020 31.12.2019 30.09.2019

Cash on hand and in bank accounts: 8716 2039 2814
on hand 196 198 191
in bank accounts 8 520 1841 2623
Cash equivalents 0 3160 0
Cash in transit 0 0 0
Overnight deposits 0 3160 0
Other cash assets: 0 0 0
Cash on hand and in bank accounts 0 0 0
attributed to discontinued operations
Total 8716 5199 2814

The cash in the bank is subject to variable interest rates, the amount of which depends on the interest
rate on one-day bank deposits. Short-term deposits are made for different periods, from one day to one
month, depending on the Group's current cash requirements and bear the relevant interest. The fair
value of cash and cash equivalents as at 30 September 2020 amounts to PLN 8,716 thousand (30
September 2019: PLN 2,814 thousand) and equals the carrying amount.

Note 27. SHARE CAPITAL

Share capital — structure

As at the date of the financial statement publication, 400 000 B-series registered shares are multiple-
vote securities which means that each share entitles to five (5) votes at the General Meeting of the
Company, giving a total of 2 000 000 votes held by Grzegorz Siewiera. The shares of all series are
equally preferred as to dividends and return on equity.

Series/issue Type of : Type_a of Unit value in ; Series / Type of : ;
limitation of Number of issue value S Registration
e rights to shares shares FILIY at nominal coniilaLin date
value

A-series, bearer

and registered - - 600 1 600 cash 09.1998

B-series, 5 votes - 400 1 400 | ontribution 09.1999

registered

C-series, - - 46 1 46 cash 09.1999

registered

C-series, - - 29 1 29 cash 09.1999

registered

D-series, - - 268 1 268 cash 09.1999

registered

E-series, - - 236 1 236 cash 08.2000

registered

F-series, - - 59 1 59 cash 08.2000

registered

G-series, - - 428 1 428 cash 07.2006

registered

I-series, registered - - 1000 1 1000 cash 03.2007

J-series, registered - - 195 1 195 cash 06.2008




Share capital — structure (continuation)

LSI Software Group
Interim consolidated financial statement for the period 01.01 —
30.09.2020 (all amounts are expressed in PLN thousand, unless otherwise indicated)

Shareholder Number of | % share | Number of [% votes
shares capital votes
SG Invest Sp. z 0.0./ Grzegorz Siewiera 1 000 000 30,67% | 2 600 000 53,49%
Yavin Limited / Piotr Kraska 480 020 14,72% 480 020 9,88%
Inmuebles Polo SL 378 449 11,61% 378 449 7,79%
Rockbridge Towarzystwo Funduszy Inwestycyjnych S.A. 286 395 8,78% 286 395 5,89%
Other Shareholders 1065 413 32,67% | 1065413 21,92%
LS| Software S.A. — own (treasury) shares 50 485 1,55% 50 485 1,04%
Total 3260 762 100,00% | 4 860 762 100,00%

Change in share capital

01.01.2020 — 30.09.2020 | 01.01.2019 - 30.09.2019
Share capital at the beginning of the period 3261 3261
Increases, due to: 0 0
Decreases, due to: 0 0
- hyperinflation
Share capital at the end of the period 3261 3261

All shares issued have a nominal value of PLN 1 and have been fully paid up.
Note 28. SHARE PREMIUM

The supplementary capital was established from the share premium in the amount of PLN 9,615
thousand, which was reduced by the costs of issue of shares recognized as a decrease in the
supplementary capital.

In accordance with the requirements of the Commercial Companies Code, the Issuer is obliged to create
a supplementary capital to cover losses. At least 8% of the profit for a given financial year disclosed in
the Company's financial statement is transferred to this category of capital until the capital reaches at
least one third of the share capital. As a result of exceeding the balance of supplementary capital by the
value of 1/3 of the share capital, the aforementioned statutory obligation to make profit contributions to
the supplementary capital expired. The General Meeting shall decide on the use of the supplementary
capital, including the reserve capital. Moreover, it should be mentioned that none of the credit covenants
imposed on the Group is currently connected with a requirement to maintain a certain level of equity.

Note 29. OTHER RESERVES

In accordance with Resolution No 7/2017 of the Ordinary General Meeting held on 30 June 2017, the
Management Board of LSI Software S.A. closed the Share Buyback Program with effect from 31
December 2018. The Share Buyback Program ended due to the expiry of the time limit specified in the
resolution. Pursuant to the Resolution of the General Meeting of Shareholders, the Issuer's Management
Board was authorised to purchase 326,076 Issuer's shares for a price not lower than PLN 2 and not
higher than PLN 19, and the total purchase price of these shares could not exceed the amount of PLN
2,060,000. This amount included the purchase price of the acquired shares and acquisition costs. LSI
Software SA was entitled to acquire shares until 31 December 2018. Below the information on the results
of the Share Buyback Program commenced on 23 October 2017 is presented:

- the total number of shares acquired by the Company within the Share Buyback Program amounts
to 50,485 and corresponds to 50,485 votes at the General Meeting of the Company;

- the total number of shares acquired so far accounts for 1.55% of the Company's share capital
and the total number of votes at the Company's General Meeting;

- the nominal value of one share is PLN 1, and the total nominal value of the acquired shares
amounts to PLN 50,485;

- the average unit acquisition price of the shares was PLN 11.99;

- PLN 1,452,559.86 remained from the special-purpose fund in the amount of PLN 2,060,000;

- the Company's own shares acquired by the Company may be used:

a) for redemption of shares and reduction of the Company's share capital
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b) to offer shares to members of the Company's Management Board and key managers and
employees of the Company (the “Incentive Scheme”).

On 27 June 2019 the Annual General Meeting of LSI Software S.A. adopted Resolution No. 25/2019 on

extending the buyback of the Company's own shares as determined under Resolution No. 7/2017 of the

Annual General Meeting of 30 June 2017. The Management Board's authorisation to acquire the

Company's own shares under Art. 362.1.8 of the Commercial Companies Code currently covers the

period from 30 June 2017 to 31 December 2021, but not longer than until the funds allocated for their

acquisition are exhausted.

Other reserves

30.09.2020 31.12.2019 30.09.2019

Statutory capital reserve (supplementary 8 150 8 150 8 150

capital)

Revaluation reserve 0 0 0
Remaining supplementary capital 2060 2060 2060
Own shares (-) -609 -609 -609
TOTAL 9601 9601 9601

Note 30. RETAINED EARNINGS

Retained earnings include amounts that are not subject to distribution i.e. cannot be paid in the form of

dividends:
30.09.2020 31.12.2019 30.09.2019
Amounts recognized in retained earnings not
subject to payment in the form of a dividend: 24 584 18 388 18 388
retained earnings 24 584 18 388 18 388
TOTAL 24584 18 388 18 388
Note 31. EQUITY ATTRIBUTABLE TO NON-CONTROLLING SHAREHOLDERS
Item was not recognized.
Note 32. CREDIT FACILITIES AND LOANS
30.09.2020 31.12.2019 30.09.2019
Overdrafts 0 0 0
Credit facilities 1091 1392 1543
Total of credit facilities and loans, 1091 1392 1543
including:
- long-term 489 790 941
- short-term 602 602 602
Maturity structure of credit facilities and loans
30.09.2020 31.12.2019 30.09.2019
Short-term credit facilities and loans 602 602 602
Long-term credit facilities and loans 489 790 941
- payable within 1 year — 3 years 489 781 903
- payable within 3 years — 5 years 0 9 38
- payable within more than 5 years 0 0 0
Credit facilities and loans, total 1091 1392 1543
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Credit facilities and loans — as at 30.09.2020

Name of a bank / a Amount of a Outstanding Effective Repayment
lender and type of credit/loan acc. to [amount (PLN interest rate date Collateral
aloan / acredit agreement (PLN thousand) %
facility thousand)

mBank S.A. - Wibor + bank’s Contractual joint

overdraft 1500 0 margin 26.09.2019 mortgage on
immovable property

mBank S.A. - Wibor + bank’s promissory note, BGK

overdraft 500 0 |margin 07.10.2021 |de minimis guarantee

Wibor + bank’s Contractual joint

mBank S.A. — .

investment loan 1750 554 margin 31.01.2022 mortgage on
immovable property

Wibor + bank’s Contractual joint

mBank S.A. — .

investment loan 575 297 margin 31.01.2023 mortgage on
immovable property

mBank S.A. — Wibor + bank’s :

working capital 400 240 margin 31.03.2022 promissory note

facility

TOTAL 4725 1091

Credit facilities and

loans —as at 31.12.2019

Name of a bank / a Amount of a Outstanding Effective interest | Repayment
lender and type of credit/loan acc. to |amount (PLN rate date Collateral
aloan /_Q credit agreement (PLN thousand) %
facility thousand)
mBank S.A. - Wibor + bank’s Contractual joint
overdraft 2 000 0 margin 26.09.2019 mortgage on
immovable property
mBank S.A. — Wibor + bank’s Contractual joint
. v 1750 729 margin 31.01.2022 |mortgage on
investment loan X
immovable property
Wibor + bank’s Contractual joint
m\?:sqﬁéﬁlo‘an 575 354 |margin 31.01.2023 mortgage on
immovable property
mBank S.A. — 400 3pg \Wibor+bank's | 39 535022 |promissory note
working capital margin
facility
TOTAL 4725 1392
Credit facilities and loans — as at 30.09.2019
Name of abank / a Amount of a Outstanding Effective Repayment
lender and type of credit/loan acc. to |amount (PLN interest rate date Collateral

aloan /_q credit agreement (PLN thousand) %
facility thousand)

mBank S.A. - Wibor + bank’s Contractual joint

overdraft 2000 0 |margin 26.09.2019 mortgage on
immovable property

Wibor + bank’s Contractual joint

mBank S.A. — .

. 1750 817 |margin 31.01.2022 mortgage on

investment loan 9 immgvgble property

mBank S.A. — Wibo_r + bank’s Contractual joint

investment loan 575 383 |margin 31.01.2023 mortgage on
immovable property

mBank S.A. — Wibor + bank’s Contractual joint

working capital 400 343 |margin 31.03.2022 mortgage on

facility immovable property

TOTAL 4725 1543
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LSI Software Group
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30.09.2020 31.12.2019 30.09.2019
Lease liabilities 3 555 3411 3407
Liabilities arising from the acquisition of shares 0 0 0
Cash flow hedges 1 21 0
Other 0 0 0
Total financial liabilities 3 556 3432 3407
- long-term 2678 2 695 2737
- short-term 878 737 670
Liabilities
30.09.2020 31.12.2019 30.09.2019
Short-term lease liabilities 877 716 670
Long-term lease liabilities, including: 2678 2695 2737
- 1 year — 5 years 2678 2 695 991
- over 5 years 0 0 1746
Lease liabilities, total 3555 3411 3407
Net value of leased assets as at 30.09.2020
With respect to groups of assets
Lands, Machines andMeans of Other fixed Total
buildings and devices transport assets
structures
Means of transport 0 0 1723 0 1723
Other fixed assets 0 0 0 0 0
Machines and devices 0 128 0 0 128
Right-of-use assets 2182 0 0 0 2182
Net carrying value of
leased assets 2182 128 1723 0 4033
Note 34. OTHER LONG-TERM LIABILITIES
The item was not recognized.
Note 35. TRADE LIABILITIES
Trade Liabilities
30.09.2020 31.12.2019 | 30.09.2019
Trade Liabilities 2621 8 636 4642
To associates 0 0 0
To other undertakings 2621 8 636 4642
Trade liabilities — past-due structure
Past-due, but recoverable
Total Not past-due
o] <90days | 91-180days | 181 -360days |>360 days
30.09.2020 2621 2 313 163 100 33 12
To associates 0 0 0 0 0 0
To other 2621 2313 163 100 33 12
undertakings
30.09.2019 4 642 3500 68 34 4 1036
'To associates 0 0 0 0 0 0
To other 4642 3500 68 34 4 1036
undertakings
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Note 36. OTHER LIABILITIES

Other short-term liabilities

30.09.2020 | 31.12.2019 | 30.09.2019
Liabilities due to other taxes, duties, social insurance and other,
except corporate income tax 1692 1608 1343
Other liabilities 4 052 645 732
Liabilities on account of dividend 0 0 0
Liabilities to employees on account of remunerations 634 602 658
Company Social Benefits Fund 0 0 31
Liabilities on account of the grant received from PFR S.A. (“Polish 3257 0 0
Development Fund”)
- other liabilities 161 43 43
Accruals and deferred income 0 0 0
Other liabilities, total 5744 2 253 2 075

Other short-term liabilities — past-due structure

Past-due, but recoverable
Total Not past-due 61 -90 91 - 180 181 - 360 >360
days days days days
30.09.2020 5744 5744 0 0 0 0
To associates 0 0 0 0 0 0
To other 5 744 5744
undertakings
30.09.2019 2075 2075
'To associates 0 0 0 0 0 0
To other 2075 2075 0 0 0 0
undertakings

Note 37. SOCIAL PROPERTY AND LIABILITIES ASSOCIATED WITH SOCIAL BENEFITS FUND

The Act of 4 March 1994 on the Company's Social Benefits Fund, as amended, states that the Social
Benefits Fund is created by employers employing more than 20 full-time employees. The Group has
such a fund and makes periodic write-offs in the amount of basic deductions / amounts agreed with the
trade unions. Furthermore, the Fund holds the fixed assets. The purpose of the Fund is to subsidize the
Group's social activities, loans granted to its employees and other social costs.

The Group has offset the Fund's assets with its liabilities to the Fund as these assets are not the Group's
separate assets.

Note 38. CONTINGENT LIABILITIES

30.09.2020 31.12.2019 30.09.2019
Loan repayment guarantee 500 500 500
Liabilities due to bank guarantees granted
mal_nly as security for the performance of 2118 2089 2186
business contracts
Contingent liabilities, total 2618 2 589 2 686

The Issuer re-granted a chargeable surety of up to PLN 500 thousand for the renewed overdraft facility
agreement concluded by the subsidiary GiP Sp. z o0.0. with mBank S.A. The Issuer's annual
remuneration on this account amounted to PLN 8 thousand.

Furthermore, LS| Software S.A. granted performance guarantees to the following entities which are not
members of the Group:
1. POSIFLEX TECHNOLOGY INC —in the amount of USD 450 thousand valid until 31 December
2020
2. AmRest Sp. z 0.0. — in the amount of PLN 120 thousand on account of liabilities resulting from
the concluded lease agreement (valid until 18 February 2022)
3. CaixaBank S.A.- in the amount of EUR 57 thousand with an indefinite expiry date.
The total value of guarantees and sureties granted by the Group as at 30 September 2020 amounts to
PLN 2,618 thousand.
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Contingent liabilities arising on guarantees and sureties granted

Guarantee/surety
granted to: oo o | ST 130.00.2020 | 31.12.2019
Surety for overdraft facility GiP Sp. z 0.0. Credit PLN 500 500
facility
POSIFLEX
Performance bond TECHNOLOGY INC Guarantee usb 450 450
Guarantee of payment of AmRest Sp. z 0.0. Guarantee | p) \ 120 120
liabilities under a lease
agreement
Bank guarantee CaixaBank S.A. Guarantee EUR 57 57
Note 39. PREPAYMENTS AND DEFERRED INCOME
30.09.2020 31.12.2019 30.09.2019
Subsidies 0 6 30
Deferred income 236 185 116
Advance invoices 236 185 116
Other 0 0 0
Prepayments and deferred income, 236 191 146
including:
- long-term 0 0 0
- short-term 236 191 146
Note 40. PROVISION FOR RETIREMENT AND SIMILAR BENEFITS
30.09.2020 31.12.2019 30.09.2019
Provisions for retirement and disability
i 3 3 2
benefits
Total, including: 3 3 2
- long-term 1 1 1
- short-term 2 2 1

The Group pays out retirement benefits to retired employees in the amount set forth in the Labor Code.
As a result, the Group, on the basis of its own valuation, recognises a provision for the present value of

the retirement severance pay liability.

Note 41. OTHER PROVISIONS

30.09.2020 31.12.2019 30.09.2019
Provision for annual leaves 0 88 0
Provision for costs of court proceedings 32 32 32
Total, including: 32 120 32
- long-term 0 0 0
- short-term 32 120 32
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Provision for

Restructuring

annual leaves provision CHlner pradsiens) Tt

As at 01.01.2020 88 0 32 120
Recognized during the financial year 0 0 0
Used 0 0 0 0
Released 88 0 0 88
As at 30.09.2020, including: 0 0 32 32
- long-term 0 0 0 0
- short-term 0 0 32 32
As at 01.01.2019 87 0 32 119
Recognized during the financial year

88 0 0 88
Used 0 0 0 0
Released 87 0 0 87
As at 31.12.2019, including: 88 0 32 120
- long-term 0 0 0 0
- short-term 88 0 32 120
As at 01.01.2019 87 0 32 119
Recognized during the financial year 0 0 0 0
Used 0 0 0 0
Released 87 0 0 87
As at 30.09.2019, including: 0 0 32 32
- long-term 0 0 0 0
- short-term 0 0 32 32

Note 42. INFORMATION ON FINANCIAL INSTRUMENTS

The fair value of certain classes of financial instruments

The table below compares the balance sheet values and fair values of all of the Company's financial
instruments, broken down by class and category of assets and liabilities.
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FINANCIAL ASSETS Carrying amount Fair value Category of financial instrument
30.09.2020 | 31.12.2019 | 30.09.2019 | 30.09.2020 | 31.12.2019 | 30.09.2019
Trade and other receivables 11 783 15634 13628 11 783 15634 13 628 |Assets measured at amortised cost
Other financial assets (short-term), Assets measured at amortised cost
) Ce 0 0 0 0 0 0
including:
- loans granted 0 0 0 0 0 0 |Assets measured at amortised cost
Cash and cash equivalents, including: 8716 5199 2814 8716 5199 2814 Assets measured at amortised cost
- cash 8716 5199 2814 8716 5199 2 814 Assets measured at amortised cost
FINANCIAL LIABILITIES Carrying amount Fair value Category of financial instrument
30.09.2020 | 31.12.2019 | 30.09.2019 | 30.09.2020 | 31.12.2019 | 30.09.2019
ilmjlrjzsi;[]-g_earmg credits and loans, 1091 1392 1543 1091 1392 1543 Liabilities measured at amortised cost
- long-term, at floating interest rate 489 790 941 489 790 941 Liabilities measured at amortised cost
- overdraft facility 0 0 0 0 0 0 Liabilities measured at amortised cost
- other — short-term 602 602 602 602 602 602 Liabilities measured at amortised cost
i(?]tcl’:ﬁl(’j:lnaéj-l|ltles (long-term), 2678 2 695 2737 2678 2 695 2737 Liabilities measured at amortised cost
- lease liabilities 2678 2695 2737 2678 2695 2 737 Habilities measured at amortised cost
Trade and other liabilities Liabilities measured at amortised cost
8 365 10 956 6773 8 365 10 956 6773
Financial liabilities, including: 1 21 0 1 21 0 Ilz)lzé)llltles measured at fair value through profit or
- liabilities on account of derivative 1 21 0 1 21 0 Liabilities measured at fair value through profit or
instruments valuation loss
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Group’s companies have no liability items that would be recognized at fair value and therefore it is not
necessary to disclose the assumptions for its determination. In the period ended 30.09.2020 there were
no transfers between Levels 1, 2 and 3 of the fair value hierarchy.

Hedges

The Group does not apply hedge accounting except for foreign exchange forward for USD. Detailed
parameters of contracts concluded as at 30 September 2020 are presented in note 20.

Note 43. CAPITAL MANAGEMENT

The main objective of the Group's capital management is to maintain a strong credit rating and secure
capital ratios in order to support the Group's operations and increase its value for shareholders. The
Group manages the capital structure and introduces the relevant changes as a result of changes in
economic conditions. In order to maintain or adjust the capital structure, the Group may change the
dividend payment to shareholders, return capital to shareholders or issue new shares. In the first three
quarters of 2020 and 2019, no changes were introduced to the objectives, principles and processes in
force in this area.

The Group monitors the balance of capital using the leverage ratio, which is calculated as the ratio of
net debt to total equity plus net debt. In accordance with the Group's policies, this ratio shall be between
20% and 35%. Net debt includes interest-bearing loans and borrowings, trade and other liabilities, less
cash and cash equivalents. Equity includes convertible preference shares and equity attributable to
shareholders of the Dominant Entity less reserve capital from unrealized net gains.

The above ratio remains below the expected range since the Group did not use the available overdraft
limits and, as at 30 September 2020, temporarily accumulated cash in connection with the public aid
granted.

30.09.2020 31.12.2019 30.09.2019

Interest-bearing loans 1091 1392 1543
Trade and other liabilities excluding income

tax liabilities 8 365 10 889 6717
Less cash and cash equivalents 8716 5199 2814
Net debt 740 7082 5446
Convertible preference shares 0 0 0
Equity 40 008 37 446 36 040
Reserve capital from unrealized net gains 0 0 0
Total equity 40 008 37 446 36 040
Net equity and net debt 40 748 44 528 41 486
Leverage ratio 2% 16% 13%

Note 44. EMPLOYEE BENEFIT PLANS

The Group did not implement an employee share scheme.
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The following table shows the total amounts of transactions concluded with associates.

Sale to Receivables from Liabilities towards . )
FYE associates Purf(r:ct:r?]ses associates including past- associates mCIUddIEg past-
. due
associates

Egm;nant 30.09.2020( 30.09.2019| 30.09.2020| 30.09.2019| 30.09.2020| 30.09.2019| 30.09.2020| 30.09.2019| 30.09.2020| 30.09.2019| 30.09.2020| 30.09.2019
LSI Software S.A. 1348 733 2077 1443 1397 162 114 162 270 499 7 308
Subsidiary undertakings:
LSI Software s.r.o. 20 30 322 81 162 81 162
GiP Sp. z o.0. 1460 1128 1408 474 231 461 7 308 1330 9 33
Positive Software 116
USALLC
Management Boards of Group’s companies
LSI Software S.A.
Grzegorz Siewiera 225
Barttomiej Grduszak 105 117 3 2 16 16
Michat Czwojdzinski 151 171 23 23
Grzegorz Strgk 66 68 3 3 14 9
GiP Sp. zo.0.

Barttomiej Grduszak

Grzegorz Siewiera

LSI Software s.r.o.

Barttomiej Grduszak

Michat Czwojdzinski

Grzegorz Siewiera

Positive Software
USALLC

Grzegorz Siewiera

Group’s Dominant Entity

LSI Software S.A.

Entity with significant influence over the Group

As at 30 September 2020 - SG Invest Sp. z 0.0./ Grzegorz Siewiera holds 30,67% of ordinary shares in LSI Software S.A. (30 September 2019: 30.67%).

Affiliated undertaking

As at 30 September 2020, the Group has no affiliated undertakings.
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Joint ventures in which the Company is a partner:
As at 30 September 2020 there were no joint ventures in the Group.
Terms of transactions with associates

The Issuer enters into purchase/sale transactions with all associates. Transactions are executed on
arm’s-length conditions.

Loan granted to a Member of the Management Board

In the first three quarters of 2020, there were no loan agreements between the Group and Members of
the Management Board.

Other transactions with members of the Management Board

In the first three quarters of 2020, purchase transactions between the Group and members of the
Management Board of the Group were made, involving the provision of managerial services. Their
values are presented in the table above.

Note 46. EMPLOYMENT

Average employment

01.01 -30.09.2020 01.01 -30.09.2019
Management Board 1 1
Administration 12 13
Sales Department 36 39
Production Division 59 60
Other 61 57
TOTAL 169 170
Employment turnover

01.01 -30.09.2020 01.01 -30.09.2019
The number of recruits 31 58
Number of redundant employees 52 35
TOTAL -21 23

Note 47. CAPITALIZED BORROWING COSTS

In the period covered by the financial statement, the Company did not capitalize any interest related to
external debt.

Note 48. REVENUES RECEIVED SEASONALLY, CYCLICALLY OR OCCASSIONALLY

The Group's business operations are not seasonal or cyclical in nature.

Note 49. COURT PROCEEDINGS
No proceedings are pending, the value of which amounts to at least 10% of the Issuer's equity.

Note 50. TAX SETTLEMENTS

Tax settlements and other regulated areas (e.g. customs and exchange issues) may be subject to
scrutiny by the administrative authorities who are entitled to impose high penalties and sanctions. The
lack of reference to established legal regulations in Poland results in a lack of clarity and inconsistency.
Frequent differences in opinions as to the legal interpretation of tax laws, both within government bodies
and between state authorities and businesses, create uncertainties and conflicts. Such situation result
in the fact that tax risk in Poland is significantly higher than this typically found in countries with more
developed tax systems.
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Tax settlements may be subject to control for a period of five years as from the end of the year in which
the tax was paid. As a result of control performed, the Group's tax settlements may be increased by
additional tax liabilities. According to the Management Board of the Group, as at 30 September 2020,
adequate provisions were recognised for identified and quantifiable tax risks.

Note 51. EVENTS AFTER BALANCE SHEET DATE

No material events occurred after the balance sheet date. The Management Board of LS| Software S.A.
continuously monitors the development of the situation associated with the persistent effects of the
spread of coronavirus and the COVID-19 disease and their impact on the activities of the Issuer. Until
the date of this financial statement preparation, no events occurred that were not, but should have been,
recognized in the accounting books of the reporting period.

Note 52. PARTICIPATION OF SUBSIDIARIES NOT COVERED BY THE CONSOLIDATED FINANCIAL
STATEMENT

As at 30 June 2020, the Company did not include BluePocket S.A. in the consolidated financial
statement due to resignation on 10 March 2015 of a former president of the Management Board of
BluePocket S.A. and failure to appoint a new Management Board of this company. Until the day of
preparation of the report hereof, the Issuer did not receive financial statements of BluePocket S.A. for
the years 2014-2019 and for three quarters of 2020.

Note 53. A BRIEF DESCRIPTION OF SIGNIFICANT ACHIEVEMENTS OR FAILURES OF THE GROUP DURING
THREE QUARTERS OF 2020, INCLUDING THE LIST OF THE MOST SIGNIFICANT EVENTS
RELATED TO SUCH ACHEIVEMENTS OR FAILURES

During the first three quarters of 2020, the Issuer recorded a 9% drop in consolidated sales revenues,
which fell from PLN 35 188 thousand after three quarters of 2019 to PLN 32 150 thousand in the
corresponding period of 2020. The reason for this decrease in generated revenues is the negative
impact of COVID-19 on the operations of the Group, which was particularly noticeable during the second
quarter of 2020. Temporary restrictions on business activity have affected the majority of industries
operated by the Group. It also caused great uncertainty as to the future of business operations
conducted by our clients and as to the implementation of commenced or planned investment projects.
Another noteworthy fact is the high level of sales revenues generated in the third quarter of 2019, which
reached PLN 13,286 thousand at that time, which was related to two large projects executed in the
Cinema division.

Sales revenues - quarterly
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Despite the recorded drop in revenues, it should be pointed out that the negative trend observed in the
first quarter of 2020 related to negative margins at most levels of business operations has reversed. In
the third quarter of 2020, the Company generated a net profit which stood at PLN 1,279 thousand and
again made up for the loss incurred in the first quarter of 2020. Also, the EBIT generated in the third
guarter of 2020 reached PLN 1,247 thousand, which was related to the reorganization of the Group's
companies’ operations and reduction of their costs at all levels. The effect of cost reduction should be
particularly noticeable in subsequent quarters and should reach the level of about PLN 400 thousand
per month.

Selected data 9 months ended 9 months ended Change
30.09.2020 30.09.2019
Revenues 32 150 35188 91%
Gross profit/loss on sales 2394 7131 34%
EBIT 2429 4781 51%
EBITDA (EBIT+Depreciation) 6 148 8 364 74%
Net profit/loss 2562 4790 53%
Cash 8716 2814 310%

The Group's positive achievements for three quarters of 2020 also include a significant reduction of
trade receivables in relation to the end of 2019, which dropped from the amount of PLN 14 685 thousand
to PLN 10 594 thousand, thus directly affecting the Issuer's cash balance, which increased during the
first three quarters of 2020 by PLN 3 518 thousand. At the same time, the Group reduced its trade
liabilities from PLN 8 636 thousand to PLN 2 621 thousand.
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Furthermore, on 19 February 2020 an agreement was concluded between the Issuer and Next
Generation LLC with its registered office in Riyadh. The subject matter of the agreement is the supply,
implementation, maintenance and development of POSitive® Cinema system in 19 further cinemas
operated by muvi Cinemas in 2020. The agreement was concluded for an indefinite period of time
whereby implementation of the last of the cinemas covered by this agreement is scheduled for 28
October 2020. The estimated value of the contract related to the execution of this year's openings of
new facilities operated by © muvi Cinemas (without taking into account potential supplies of equipment)
is USD 937,003, i.e. PLN 3,706,409 translated at the average exchange rate of the National Bank of
Poland as of 19 February 2020. The estimated total value of services associated with the first stage of
the project partially completed in 2019 and the second stage covered by the current agreement is USD
1,577,233 or PLN 5,430,364.

On 30 June 2020 an agreement was concluded between the Issuer and KITAG Kino-Theater AG with
its registered office in Zurich. The subject matter of the agreement is the supply, implementation,
maintenance and development of POSitive® Cinema system in cinema facilities operated by operated
by KITAG CINEMAS.
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The agreement was concluded for an indefinite period of time whereby implementation of the last of the
cinemas covered by this agreement is scheduled for the end of 2021. The estimated value of the
agreement including the supply, implementation and maintenance of POSitive® Cinema over the period
of 5 years is EUR 2.06 million or PLN 9,192,134 translated at the average exchange rate of the National
Bank of Poland as of 29 June 2020.

On 4 September 2020 between the Issuer and Piekarnia Hert Sp. z 0.0. with its registered office in Jelcz-
Laskowice, the subject of which is the supply by LSI Software S.A. of computer equipment of the value
not less than PLN 2.2 million net, is also worth mentioning. The agreement will be executed in
accordance with the agreed schedule, which provides for the delivery of the last batch of equipment by
31 March 2021.

The key drivers adversely affecting the financial results of the Group in the first three quarters of 2020
involved, among others:

- lower than expected revenue growth caused by the negative impact of the pandemic,

- temporary restrictions on business activity in most industries operated by the Group,

- customers' decisions to suspend or withdraw from the implementation of projects,

- suspending or postponing decisions concerning the commencement of investment projects planned
by the Group's customers,

- interrupted or delayed deliveries in supply chains.

Profitability ratios 9 months ended 9 months ended Change
30.09.2020 30.09.2019

Gross profit margin on sales 7,4% 20,3% -129p.p

EBITDA margin 19,1% 23,8% -4,7p.p

Operating profit margin 7,6% 13,6% -6,0 p.p

Net profit margin 8,0% 13,6% -5,6 p.p

Gross profit margin = gross profit on sales / sales revenues
EBITDA margin = EBITDA / sales revenues

Operating profit margin = operating profit / sales revenues
Net profit margin = net profit / sales revenues

Additional information essential for the assessment of the financial situation:
-there was a material, almost threefold, increase in cash from PLN 2 814 thousand at the end of
September 2019 to PLN 8 716 thousand at the end of the third quarter of 2020,
-in the last twelve months the working capital has significantly increased from PLN 13,076 thousand
to PLN 15,780 thousand, which is a 21% increase,
- other operating revenues include the wage subsidy received by the Group' s companies on account
of reduced working hours in the amount of PLN 1 066 thousand.

Liquidity ratios 30.09.2020 30.09.2019 Change
Working capital 15 780 13 076 121%
Current ratio 2,6 2,6 0,0 p.
Quick ratio 2,0 2,0 0,0 p.
Cash ratio 0,9 0,3 0,6 p.

Working capital = Current assets (current liabilities) - Current liabilities
Current ratio = Current assets (short-term) / Short-term liabilities

Quick Ratio = (Current Assets - Inventories - Accruals) / Short-term liabilities
Cash ratio = Cash and short-term deposits / short-term liabilities

Debt ratio 30.09.2020 30.09.2019 Change
Debt ratio 26,3% 26,3% 0,0p.p
Debt / Equity 11,6% 13,7% -2,1p.p
Debt / (Debt + Equity) 10,4% 12,1% -1,7p.p

Debt ratio = (Long-term liabilities + Short-term liabilities) / Assets

Debt / Equity = (interest bearing bank loans, debt securities + finance lease liabilities) / Equity

Debt / (Debt + Equity) = (Interest bearing bank loans, debt securities + Financial lease liabilities) / (Interest bearing bank
loans, Debt securities + Financial lease liabilities + Equity)
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Note 54. DESCRIPTION OF FACTORS AND EVENTS, IN PARTICULAR NON-RECURRING ONES, WHICH HAD
A SIGNIFICANT IMPACT ON THE PERFORMANCE IN THE REPORTING PERIOD

In connection with the spread of SARS-CoV-2 coronavirus and the COVID-19 disease, the Management
Board of LS| Software S.A. continuously monitors the development of the situation related to the
persistent effects of the spread of coronavirus and the COVID-19 disease and their impact on the
Issuer's business. As at the date of this financial statement, the Group’s companies run their business
activities and take all steps to maintain the highest possible scale of operations and quality of work. All
the guidelines recommended by the Chief Sanitary Inspectorate and other state institutions in the
countries of the Issuer's operations have been implemented, with particular emphasis on the
recommendations concerning employee safety, health and hygiene. Foreign business trips were
suspended and direct contacts of employees within the organization were limited. Participation in fairs
and conferences, both domestic and foreign, was cancelled. Remote working mode was also launched
on a large scale. In business contacts, remote communication methods are commonly used.

The effects of the spread of coronavirus and actions taken by the Polish authorities in order to prevent
the epidemic will have a negative impact on the operating activity of the Issuer and its contractors. The
above circumstances may also affect the Group's financial results for the first three quarters of 2020 and
subsequent quarters of 2021. The measures taken by the individual countries in which Group’s entities
conduct their operations will also significantly affect the level of revenue from foreign sales.
Recommendations and prohibitions issued by the state authorities concerning restrictions on movement
and business activities may cause a temporary decrease in revenue from the sale of services and
products offered, but the value of such a decrease cannot be estimated at the time of publication of this
financial statement. The financial results achieved in the coming periods will also be affected by:

. duration of the epidemic,

. further administrative restrictions in terms of the functioning of individual countries,
. restrictions imposed on entrepreneurs,

. the possibility of using aid packages launched by individual countries.

The Management Board of LS| Software Group has not identified any significant disruptions in the
execution of the concluded contracts, however, the situation related to the coronavirus caused some
delay in the performance of those parts of the projects the initiation phases of which were to start in the
first and second quarter of 2020. Temporary disruptions in the supply chains of goods necessary for the
Issuer's activity, occurring in March and April 2020, have been eliminated. At the moment of publication
of this financial statement, all departments of the Company operate on an ongoing basis and perform
their contractual obligations within the deadlines specified in the agreements.

Itis important to bear in mind the risk of unavailability of members of production teams due to coronavirus
infection, which has been reduced due to the prompt switching to Home Office mode. The dispersed
work does not rule out the possibility of individual infections, but significantly reduces them while
eliminating the risk of mutual infections of team members.

The Group’s Management Board also sees potential risks associated with global reduction or
postponement of investment plans in most of the serviced industries and maintaining financial liquidity
by some contractors particularly affected by the pandemic, such as HoReCa. The coronavirus pandemic
may therefore have an impact on payment congestion and debt collection problems. The Company has
taken actions to strengthen its credit policy and to shorten the receivables rotation cycle. The
Management Board does not identify any circumstances justifying a change in the previously applied
model of valuation of expected credit losses within receivables, based on a reserve matrix considering
both historical data and identifiable future factors.

LSI Software Group has sufficient financial resources to continue its operations and settle current
liabilities. The Issuer maintains a stable financial position, enabling a balanced approach to the
challenges stemming from the ongoing crisis, and will constantly monitor the developments by adapting
its business operations to the changing market environment. At present, there are also no threats
associated with the violation of the terms of credit agreements and infringement of covenants imposed
on the Group.

However, in the event of a prolonged pandemic and its negative impact on the global economy, this
situation may adversely affect the organisational and financial performance of the Company, and
therefore the Issuer has effectively undertaken efforts to obtain various forms of public aid available,
among others, as part of a package of solutions prepared by the government.
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Until the date of preparation of the financial statement hereof, there were no events which have not but
should have been included in the books of account for the reporting period.

The above assessment has been prepared based on the best knowledge of the Group as at the date of
this financial statement. Given the situation of high uncertainty, including, but not limited to, the unknown
duration of the pandemic and the fact that the changes observed so far in connection with the
coronavirus pandemic have been very dynamic (including the reactions of individual governments), at
the time of publication of this financial statement it is not possible to reliably estimate the impact of the
COVID-19 pandemic on the Issuer's results and its situation in the medium and long term.

Note 55. ANY OTHER INFORMATION WHICH ACOORDING TO THE ISSUER ARE RELEVANT FOR THE
ASSESSMENT OF ITS PERSONNEL, ASSETS, FINANCIAL SITUATION, AND ITS NET RESULT, AS
WELL AS THEIR CHANGES, AND FOR THE ASSESSMENT OF THE ISSUER’S ABILITY TO
PERFORM ITS OBLIGATIONS

In the opinion of the Management Board of the Dominant Entity, no other economic events occurred
that would be material for the assessment of the financial standing and for the Group' ability to meet its
obligations. The changes concerning the personnel situation have been presented in note 46.

Note 56. ANY FACTORS WHICH IN THE GROUP’S OPINION WILL AFFECT ITS RESULTS IN A PERIOD
COVERING AT LEAST THE NEXT QUARTER

The key element of LS| Software Group's strategy is to provide its own software and IT services to
business clients operating in the following sectors/industries:

1. Retail sector — covering:

. retail sales network,

. manufacturing, trading and service companies,
. public and local administration authorities

2. Hospitality sector covering:

. cinema market,

. catering market,

. accommodation and spa market,

. sports, recreational and fair facilities market.

Development of the Group's business performance is based on two pillars. The first one consists in
organic development based on proprietary software and services, while the second one involves
increasing the scale of operations through acquisitions and setting up new entities operating on selected
markets outside Poland. In the first three quarters of 2020 the demand for IT services and products
offered by the Group was 9% lower than in the corresponding period of 2019. There were also changes
in the structure of said demand which is related to the increase in the share of revenues from the sale
of products with a simultaneous decrease in demand for services provided by the companies operating
within the Group. The strategic development directions of LSI Software Group involve:

o development of foreign sales, with particular emphasis on the markets of both Americas, Europe
and Asia,

o development of IT products and services for the cinema sector both on the domestic and foreign
markets,

o further diversification of the offer by selling products and services to clients from different sectors
and industries,

e constant development of own, technologically advanced IT solutions with particular
consideration given to self-service solutions,

¢ development of sales of products and IT services in the service model (SaaS / cloud computing),

e high expenditure on R&D,

e permanent investment in human capital and development of own production base in Poland.

One of the key elements of the Group's development strategy is the expansion of the POSitive® Cinema
distribution network. In this respect, the Group has established cooperation with, among others, Cine
Project Group - another partner in the cinema industry, with whom the Group acquires customers from
Western and Eastern Europe. Following its expansion into foreign markets, in 2019 and 2020 the Group
launched further large implementation projects in cinema networks operating in Saudi Arabia, Malaysia
and the United States of America.
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POSitive® Cinema enjoys great interest in the cinema industry, which in the opinion of the Management
Board will have a measurable impact on the Company's financial results in 2021 as well as in the
following years.

Another element of the Group's organic development involves incurring expenditures on the
development of existing products and developing new ones. Thanks to a wide range of own products,
infrastructure, human and capital resources, the Group is able to adapt flexibly to the business models
expected by its customers. Observing the situation on the labour market, the Issuer has increased its
focus on developing tools to optimise and automate business processes. This strategy is closely related
to the dynamic development of the offer of self-service solutions including both software and hardware.
These actions resulted in the introduction of a group of new models of self-service kiosks intended for
various industries. The Company rapidly responds to market needs, which in turn resulted in the
introduction of a line of professional touchless hand disinfection machines (Cleanline24), designed for
all places with heavy traffic, including restaurants, hotels, cinemas, large-format stores, gas stations,
hospitals. As assessed by the Management Board, the Group will record considerable increases in sales
in this area in subsequent periods due to greater demand for this type of solutions during and after the
pandemic.

As far as distribution sales are concerned, the agreement concluded on 4 September 2020 between the
Issuer and Piekarnia Hert Sp. z 0.0. with its registered office in Jelcz-Laskowice, the subject of which is
the supply by LS| Software S.A. of computer equipment of the value not less than PLN 2.2 million net,
is also worth mentioning. The agreement will be executed in accordance with the agreed schedule,
which provides for the delivery of the last batch of equipment by 31 March 2021.

In subsequent quarters, the hotel and catering sectors should be areas of relatively high uncertainty as
to the results to be achieved. Both of these sectors suffer most severely from the effects of pandemic,
especially in the case of facilities generating income mainly from the organization of conferences and
larger events as well as from business trips of employees. The situation looks much better in the case
of accommodation facilities, which is directly related to the introduced restrictions in air traffic and the
increase in the number of those spending their vacations in Poland. In the opinion of the Company's
Management Board, market conditions in the HoReCa industry should gradually improve in 2021, which
shall positively affect the Group's financial results in subsequent periods.

In addition, measures relating to the reorganization of the Group's companies’ operations and reduction
of their costs at all levels. The effect of cost reduction should be particularly noticeable in subsequent
quarters and should reach the level of about PLN 400 thousand per month.

At this point, attention should be drawn to the effects of the spread of Covid-19 coronavirus and the
actions taken by the Polish authorities in order to prevent the epidemic. In the opinion of the
Management Board mentioned actions will have a negative impact on the operating activity of the Issuer
and the financial results of the Company for subsequent quarters. The measures taken by the individual
countries in which the Company conducts its operations will also significantly affect the level of revenue
from foreign sales.

In order to mitigate the negative effects of the spread of coronavirus, the management boards of the
Group's companies have effectively applied for financial subsidies in the total amount of PLN 3.3 million
from the Polish Development Fund under the PDF Financial Shield Program launched on 29 April 2020.
Both companies also received a wage subsidy for employees whose working hours were reduced
following the COVID-19, with an estimated value of PLN 1.1 million.

The total estimated amount of public aid received by the Group, taking into account the above-mentioned
measures and the relief granted to GiP Sp. z 0.0. from payment of half of contributions to the Social
Insurance Institution (ZUS) in the period from March to May 2020, as well as the subsidy for working
capital granted to LSI Software S.A., is estimated at PLN 4.7 million.
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The confirmation of the dynamic development of LS| Software Group in recent years is that the Issuer
is among the laureates of the prestigious category of “Forbes Diamonds” 2021, which is awarded
annually to the businesses most effectively increasing their value over the last three years.

Note 57. DESCRIPTION OF CHANGES IN THE ORGANIZATION OF THE ISSUER’S GROUP

As at 30 September 2020, LSI Software Group is composed of the following entities:

. LSI Software S.A. as a dominant entity,

. GIP Sp. z 0.0. in which LSI Software S.A. holds 100% of the participating interests (subsidiary
undertaking acquired on 1 February 2017),

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

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

. BluePocket S.A. jointly controlled subsidiary undertaking in which LSI Software S.A. holds 50%
of shares.

On 11 August 2020, an agreement was concluded with the former shareholders of GiP Sp. z o.0.
amending the agreement on the sale of shares in that company, under which the amount of the last
tranche of remuneration was reduced from the amount of PLN 436 thousand to PLN 301 thousand.

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 2014-2019 and
for the third quarter of 2020. 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 LS| 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 2020 BluePocket SA was not
consolidated and will not be consolidated until LSI Software SA regains the ability to manage the
financial and operating policy of that entity.

Note 58. EXPLANATION OF DIFFERENCES BETWEEN FINANCIAL RESULTS AND PREVIOUSLY
PUBLISHED FORECASTS

The Issuer did not publish financial forecasts for 2020.

Note 59. TOTAL NUMBER AND VALUE OF SHARES HELD BY MANAGING AND SUPERVISING PERSONS

Person Number of Number of % of votes at GM
shares votes
Michat Czwojdzinski
(Member of the 29 682 29 682 0,61
Management
Board)
Grzegorz Siewiera
(President of the 1 000 000 2 600 000 53,49
Management
Board)
Krzysztof Wolski
(Chairman of the supervisory Board) 1000 1000 0,02
Piotr Kraska
(Vice-Chairman of the supervisory Board) 404 136 404 136 8,31
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t6dz, 27 November 2020

Signatures of Members of the Management Board:

Grzegorz Siewiera Barttomiej Grduszak
President of the Management Board Vice-President of the Management Board

Michat Czwojdzinski Grzegorz Strgk
Member of the Management Board Member of the Management Board

Signature of a person preparing the financial statement:

Barttomiej Grduszak Dariusz Goérski

Vice-President of the Chief Accountant
Management Board
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E. Interim condensed separate financial statement of LSI
Software S.A. for three quarters ended 30 September
2020

Selected financial data

in thousands of PLN

01.01.2020 — 30.09.2020 01.01.2019 — 30.09.2019
PLN EUR PLN EUR
PROFIT AND LOSS ACCOUNT
Net revenues from the sales
of products, goods and 29 533 6 649 31585 7 331
materials
Cost of sales 27 100 6101 25577 5936
Profit (loss) on operating
activities 2479 558 3648 847
Gross profit (loss) 3647 821 5087 1181
Net profit (loss) 3667 826 4 950 1149
Numb f participati
interests / Shares (in pes.) 3260 762 3 260 762 3260 762 3260 762
Net profit (loss) per ordinary
share (PLN / EUR) 112 0,25 1,52 0,35
30.09.2020 31.12.2019
STATEMENT OF FINANCIAL POSITION
Fixed assets 30849 6 815 30719 7214
Current assets 24 327 5374 23 893 5611
Equity 41 782 9 230 38115 8 950
Long-term liabilities 4032 891 4281 1 005
Short-t liabiliti
ort-term labrities 9362 2068 12 216 2 869
Book val h PLN / EUR
ook value per share ( | EUR) 12,81 2.83 11,69 274
01.01.2020 — 30.09.2020 01.01.2019 - 30.09.2019
CASH FLOW STATEMENT
Net cash flow from
operating activities 3556 801 854 198
Net cash flow from
investing activities -1506 -339 -2.322 -539
Net cash flow from
financing activities 1825 411 -2.080 -483
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Separate profit and loss account

01.01-30.09.2020 | 01.01-30.09.2019
Sales revenues 29 533 31585
Revenues from sales of products 7529 6 767
Revenues from sales of services 8 040 9 330
Revenues from sales of goods and materials 13 964 15 488
Cost of products, goods and materials sold 27 100 25577
Manufacturing costs of products and services sold 17 094 16 067
Value of goods and materials sold 10 006 9510
Gross profit (loss) on sales 2433 6 008
Other operating income 3907 1252
Sales costs 584 794
General and administrative costs 2183 2699
Other operating costs 1094 119
Profit (loss) on operating activities 2479 3648
Financial income 1599 1562
Financial costs 431 123
Share in net profit (loss) of entities accounted for using the equity 0 0
method
Profit (loss) before tax 3 647 5087
Income tax -20 137
Net profit (loss) from continuing operations 3 667 4 950
Profit (loss) on discontinued operations 0 0
Net profit (loss) 3 667 4 950
Net profit (loss) per share (in PLN) 1,12 1,52
Basic for the financial period 1,12 1,52
Diluted for the financial period 1,12 1,52
Net profit (loss) per share from continuing operations (in PLN)
Basic for the financial period 1,12 1,52
Diluted for the financial period 1,12 1,52
z\lpelf'\?)roflt (loss) per share from discontinued operations 0,00 0,00

toédz, 27 November 2020

Signatures of Members of the Management Board:

Grzegorz Siewiera Barttomiej Grduszak
President of the Management Board Vice-President of the Management Board

Michat Czwojdzinski Grzegorz Strak
Member of the Management Board Member of the Management Board

Signature of a person preparing the financial statement:
Barttomiej Grduszak Dariusz Gérski

Vice-President of the Chief Accountant
Management Board
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Separate statement of comprehensive income

01.01-30.09.2020 | 01.01-30.09.2019

Net profit (loss) 3 667 4 950
Items to be reclassified to profit and loss account in subsequent 0 0
periods
Foreign exchange differences on the translation of units operating
abroad
Foreign exchange differences on translation of entities accounted for
using the equity method
Net loss from securing the share in net assets of entities operating
abroad
Net change in fair value of available-for-sale financial assets
Net change in fair value of available-for-sale financial assets
reclassified to profit or loss of the current period
The effective portion of changes in fair value of cash flow hedges
Net change in fair value of cash flow hedges reclassified to profit or
loss of the current period
Income tax related to components of other comprehensive income
Items that will not be reclassified to the profit and loss account in 0 0
subsequent periods
Revaluation of tangible fixed assets
Actuarial gains (losses) on benefit plans

Income tax related to components of other comprehensive

income

Total comprehensive income 3667 4950
todz, 27 November 2020
Signatures of Members of the Management Board:

Grzegorz Siewiera Barttomiej Grduszak
President of the Management Board Vice-President of the Management Board
Michat Czwojdziriski Grzegorz Strak
Member of the Management Board Member of the Management Board

Signature of a person preparing the financial statement:

Barttomiej Grduszak Dariusz Gorski

Vice-President of the Chief Accountant
Management Board
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Separate statement of financial position

ASSETS 30.09.2020 31.12.2019 30.09.2019
Fixed assets 30 849 30719 29 965
Fixed tangible assets 8 943 8 957 8 888
Intangible assets 12 135 12 220 11 499
Right-of-use assets 2182 2344 2 397
Investment property 0 0 0
Investments in associates 6 238 5937 5937
Other financial assets 0 0 0
Deferred tax assets 1351 1261 1244
Other fixed assets 0 0 0
Current assets 24 327 23 893 19 409
Inventory 4627 4 589 4 262
Trade receivables 9877 13 685 11 649
Current income tax receivables 151 19 21
Other receivables 822 909 1315
Other financial assets 0 0 0
Financial assets measured at fair value 0 0 0
through profit or loss
Other financial assets 0 0 6
Prepayments 455 238 328
Cash and cash equivalents 8 395 4 453 1828
Assets classified as held for sale 0 0 0
TOTAL ASSETS 55176 54 612 49 374
LIABILITIES 30.09.2020 31.12.2019 30.09.2019
Equity 41782 38115 36 687
Share capital 3261 3261 3261
Statutory capital reserve 33 403 27103 27103
Own shares -609 -609 -609
Other reserves 2 060 2060 2 060
Retained profit (loss) 0 -78 -78
Financial result of the current period 0 6378 4950
Long-term liabilities 4032 4281 4529
Credit facilities and loans 489 790 941
Lease and other financial liabilities 2613 2630 2 658
Other long-term liabilities 0 0 0
Deferred income tax provision 929 860 929
Accruals 0 0 0
Provisions for retirement and similar benefits 1 1 1
Other provisions 0 0 0
Short-term liabilities 9 362 12 216 8 158
Credit facilities and loans 602 602 602
Lease and other financial liabilities 841 708 638
Trade liabilities 2 560 8 666 4915
Current income tax liabilities 0 0 0
Other liabilities 5173 2093 1898
Accruals 152 46 72
Provisions for retirement and similar benefits 2 2 1
Other provisions 32 99 32
Liabilities directly related to assets classified
as held for sale 0 0 0
TOTAL LIABILITIES 55176 54 612 49 374
Book value per share 12,81 11,69 11,25

todz, 27 November 2020
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Signatures of Members of the Management Board:

Grzegorz Siewiera Barttomiej Grduszak
President of the Management Board Vice-President of the Management Board

Michat Czwojdzinski Grzegorz Strgk
Member of the Management Board Member of the Management Board

Signature of a person preparing the financial statement:

Barttomiej Grduszak Dariusz Gorski

Vice-President of the Chief Accountant
Management Board
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Separate statement on changes in equity

Share Statutory Own shares Other Retained profit Iig;i?f |;I Equity,
capital capital reserves (Ioss) T U total

reserve period

9 months ended 30.09.2020
Equity as at 1 January 2020 27 103 -609 2 060 6 300 0 38115
Changes in accounting policies 0 0 0 0 0 0
Corrections of errors in previous periods 0 0 0 0 0 0
Equity after corrections 27 103 -609 2 060 6 300 0 38115
Net profit distribution 6 300 0 0 -6 300 0 0
Purchase of own shares 0 0 0 0 0 0
Contributions (payments) in the form of own shares 0 0 0 0 0 0
Transfer between reserves 0 0 0 0 0 0
Dividend payment 0 0 0 0 0 0
Total comprehensive income 0 0 0 0 3667 3667
Equity as at 30 September 2020 33403 -609 2060 0 3667 41782

12 months ended 31.12.2019
Equity as at 1 January 2019 23 208 -609 2060 5423 0 33343
Changes in accounting policies 0 0 0 0 0 0
Corrections of errors in previous periods 0 0 0 0 0 0
Equity after corrections 23 208 -609 2060 5423 0 33343
Net profit distribution 3895 0 0 -3895 0 0
Purchase of own shares 0 0 0 0 0 0
Contributions (payments) in the form of own shares 0 0 0 0 0 0
Transfer between reserves 0 0 0 0 0 0
Dividend payment 0 0 0 -1 606 0 -1 606
Total comprehensive income 0 0 0 0 6 378 6 378
Equity as at 31 December 2019 27 103 -609 2 060 -78 6 378 38115

9 months ended 30.09.2019
Equity as at 1 January 2019 23 208 -609 2 060 5423 0 33343
Changes in accounting policies 0 0 0 0 0 0
Corrections of errors in previous periods 0 0 0 0 0 0
Equity after corrections 23 208 -609 2 060 5423 0 33343
Net profit distribution 3895 0 0 -3 895 0 0
Purchase of own shares 0 0 0 0 0 0
Contributions (payments) in the form of own shares 0 0 0 0 0 0
Transfer between reserves 0 0 0 0 0 0
Dividend payment 0 0 0 -1 606 0 -1 606
Total comprehensive income 0 0 0 0 4 950 4 950
Equity as at 30 September 2019 27 103 -609 2060 -78 4 950 36 687
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Signatures of Members of the Management Board:

Grzegorz Siewiera Barttomiej Grduszak
President of the Management Board Vice-President of the Management Board

Michat Czwojdzinski Grzegorz Stragk
Member of the Management Board Member of the Management Board

Signature of a person preparing the financial statement:
Barttomiej Grduszak Dariusz Goérski

Vice-President of the Chief Accountant
Management Board
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Separate cash flow statement

01.01 - 01.01 - 01.01 -
30.09.2020 |31.12.2019 | 30.09.2019
OPERATING ACTIVITIES
Profit (loss) before tax 3 647 6 646 5087
Total adjustments 316 -1021 -4 115
Amortisation and depreciation 3 354 4 362 3285
Foreign exchange gains/losses -67 68 23
Interests and share in profits (dividends) -943 -973 -1 010
Profit / loss on investing activities -90 =77 -63
Change in reserves 2 417 418
Change in inventory -37 -1 895 -1 568
Change in receivables 3764 -4 922 -3294
Change in liabilities excluding credits and loans -3 047 2 846 -1116
Change in other assets 226 -828 -790
Other adjustments arising in connection with operating activities -2 846 -19 0
Cash on operating activities 3963 5625 972
Interests paid 0 0 0
Income tax (paid) / reimbursed -407 -164 -118
A. Net cash flow from operating activities 3 556 5461 854
INVESTING ACTIVITIES
Inflows 1155 1515 1469
Disposal of intangible assets and fixed tangible assets 91 107 88
Disposal of investments in immovable property 0 0 0
Disposal of financial assets 0 0 0
Other investment inflows 1064 1193 1166
Repayment of long-term loans 0 215 215
Outflows 2661 5414 3791
Acquisition of intangible assets and fixed tangible assets 2 360 4911 3282
Acquisition of investments in immovable property 0 0 0
Acquisition of financial assets 301 501 501
Other investment outflows 0 2 8
B. Net cash flow from investing activities -1 506 -3899 -2 322
FINANCING ACTIVITIES
Inflows 2 846 639 620
Net inflows from issues of shares and other equity instruments and from 0 0 0
capital contributions
Credits and loans 0 400 400
Issue of debt securities 0 0 0
Other financial inflows 2 846 239 220
Outflows 1021 3077 2700
Acquisition of own shares 0 0 0
Dividends and other payments to owners 0 1606 1 606
Profit distributions other than payments to owners 0 0 0
Repayment of credits and loans 301 556 406
Redemption of debt securities 0 0 0
For other financial liabilities 0 0 0
Financial lease payments 621 766 576
Interests 99 149 112
Other financial outflows 0 0 0
C. Net cash flow from financing activities 1825 -2 438 -2 080
D. Total net cash flow (A +B + C) 3 875 -876 -3 548
E. Balance sheet change in cash, including: 3942 -944 -3571
— Change in cash due to foreign exchange differences 67 -68 -23
F. Cash at the beginning of the period 4522 5398 5398
G. Cash at the end of period (F + D) 8 397 4522 1850

todz, 27 November 2020
Signhatures of Members of the Management Board:

Grzegorz Siewiera

President of the Management Board

Barttomiej Grduszak

Vice-President of the Management Board
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Barttomiej Grduszak Dariusz Gorski

Vice-President of the Chief Accountant
Management Board
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F. Explanatory notes to the condensed interim separate
financial statement for three quarters of 2020

Note 1. BASIS FOR FINANCIAL STATEMENT PREPARATION

The condensed interim separate financial report has been prepared in accordance with the International
Financial Reporting Standards ("IFRS") and IFRS approved by the EU. As at the date of approving the
financial statement hereof for publication, considering the ongoing process of implementing the IFRS
standards in the EU as well as the Company's operations, in the scope of accounting principles applied
by the Company there is no difference between the IFRS which came into force and the IFRS approved
by the EU. IFRS include standards and interpretations accepted by the International Accounting
Standards Board ("IASB") and the International Financial Reporting Interpretations Committee ("IFRIC").
The condensed interim separate financial statement of the Company should be read in conjunction with
the consolidated financial statement approved for publication by the Management Board and published
on the same day as the condensed separate financial statement in order to obtain full information on
the financial position of LSI Software Group as at 30 September 2020 and on the financial results for
the period from 1 January to 30 September 2020 in accordance with the International Financial
Reporting Standards approved by the European Union. The condensed interim separate financial
statement is presented in Polish zlotys (PLN), and all amounts are presented in thousands of PLN,
unless stated otherwise.

Presented periods

The condensed interim separate financial statement includes data as at 30 September 2020 for the
statement of financial position, data for the period from 1 January 2020 to 30 September 2020 for the
profit and loss account, statement of comprehensive income, cash flow statement and statement of
changes in equity. Comparative data are presented as at 30 September 2019 and 31 December 2019
for the statement of financial position for the period from 1 January 2019 to 30 September 2019 for the
profit and loss account and statement of comprehensive income, cash flow statement and statement of
changes in equity, for the period from 1 January 2019 to 31 December 2019 for the statement of changes
in equity.

The condensed interim separate financial statement for the period of nine months ended 30 September
2020 has been prepared on a going concern basis. In the interim separate financial statement, the same
accounting policies and calculation methods were applied as in the last annual financial statement. In
the interim separate financial statement there were no significant changes in the estimated amounts
which were presented in previous interim periods of the current financial year or changes in the
estimates presented in previous financial years which would have a significant impact on the current
interim period. While preparing the financial statement hereof, none of the published but not binding as
at 30 September 2020, 30 September 2019 and 31 December 2019 standards and interpretations of
standards were applied.

Note 2. CHANGES IN ACCOUNTING POLICY

Changes in the accounting policy relating to the Company are the same as those described in the
consolidated financial statement for the period from 1 January to 30 September 2020.
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Note 3. INVESTMENTS IN SUBSIDIARY UNDERTAKINGS

30.09.2020 31.12.2019 30.09.2019
GiP Sp. z o0.0. 4954 4 653 4 653
LSI Software s.r.o. 539 539 539
Positive Software USA LLC 745 745 745
Investme.nts in subsidiary 6 238 5937 5937
undertakings

On 11 August 2020, an agreement was concluded with the former shareholders of GiP Sp. z o.0.
amending the agreement on the sale of shares in that company, under which the amount of the last
tranche of remuneration was reduced from the amount of PLN 436 thousand to PLN 301 thousand. The
above change caused an increase in the total purchase price of GiP Sp. z 0.0. shares to PLN 4,954

thousand.

01.01 -30.09.2020

01.01 -30.09.2019

Opening balance 5937 5436
Increases during the reporting period, on account of: 301 501
- business combinations 0 0
- acquisition of an entity — increase of share capital 301 501
Decreases during the reporting period, on account of: 0 0
- sale of a subsidiary undertaking 0 0
Closing balance 6 238 5937

Note 4.
SOFTWARE S.A.

ADDITIONAL INFORMATION CONCERNING THE SEPARATE FINANCIAL STATEMENT OF LSI

Changes in impairments and provisions in the interim condensed separate financial statement for the

period from 1 January to 30 September 2020 are set out below:

e PLN 878 thousand — recognition of write-downs of receivables,
e PLN 1290 thousand — release of write-downs of receivables,
e PLN 67 thousand — release of provisions for annual leaves.

Note 5. INCOME TAX AND DEFERRED INCOME TAX
INCOME TAX DISCLOSED IN THE PROFIT AND 01.01 - 30.09.2020 01.01 - 30.09.2019
LOSS ACCOUNT
Current income tax 0 98
Relating to the financial year 0 98
Deferred income tax -20 39
Related to the recognition and reversal of temporary 20 39
differences )
Tax burden disclosed in the consolidated income 20 137
statement -

The deferred tax recognized in the profit and loss account is the difference between the balance of
deferred tax liabilities and assets at the end and beginning of reporting periods.

The current part of income tax was set at a rate of 19% as the income tax base.
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DEDUCTIBLE TEMPORARY
DIFFERENCES BEING THE BASIS

reporting period

FOR CREATION OF DEFERRED 31.12.2019 increases decreases 30.09.2020
INCOME TAX ASSET

Provision for jubilee awards and 3 0 0 >

retirement benefits

Provision for unused leaves 67 0 67 0
Other provisions 0 0 0 0
Lease liabilities 3318 176 0 3494
Outstanding costs of delegations 3 3 0 6
Foreign exchange losses 157 0 111 46
Remunerations and social insurance
payable in the subsequent periods 370 0 95 275
Impairment loss on shares in other
entities 2 305 2 305
Impairment loss on inventory 235 0 0 235
Impairment loss on receivables 175 569 0 744
Other 0 0 0 0
Deductible temporary differences,
total 6 634 748 273 7109
Tax rate 19% 19% 19% 19%
Deferred tax assets 1261 142 59 1351

TAXABLE TEMPORARY
DIFFERENCES BEING THE BASIS e EIN—
FOR CREATION OF DEFERRED
INCOME TAX PROVISION 31.12.2019 30.09.2020

Valuation of fixed assets 3676 313 0 3989

under lease

Financial assets available for

sales remeasurement to fair value 488 0 7 481

Accrued interest 314 0 31 283

Foreign exchange gains 47 91 0 138
Taxable temporary differences, total 4524 404 38 4890
Tax rate 19% 19% 19% 19%
Deferred tax provision at the end of 860 77 7 929

Note 6.

BUSINESS COMBINATIONS

In the period from 1 January to 30 September 2020, there were no mergers between the Company and

any other entity.

Note 7. TRADE AND OTHER RECEIVABLES

30.09.2020 31.12.2019 30.09.2019
Trade receivables 9877 13 685 11 649
- from associates 1397 168 164
- from other undertakings 8 480 13517 11 485
Write-down (positive value) 910 1322 1422
Trade receivables - gross 10 787 15 007 13071

30.09.2020 31.12.2019 30.09.2019
Other receivables, including: 822 909 1315
- from associates 0 0 0
- from other undertakings 822 909 1315
Write-down 0 0 0
Other receivables - gross 822 909 1315
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Note 8. INFORMATION ON SIGNIFICANT TRANSACTIONS INVOLVING THE PURCHASE AND SALE OF
TANGIBLE FIXED ASSETS

In the period from 01.01. to 30.09.2020, the Issuer did not carry out any significant purchase or sale of
tangible fixed assets.

Note 9. INFORMATION ABOUT SIGNIFICANT COMMITMENT (LIABILITY) IN RESPECT OF THE PURCHASE
OF FIXED ASSETS

As at 30 September 2020 no liabilities arising from the acquisition of tangible fixed assets (except for
liabilities resulting from existing lease agreements) were recognized.

Note 10. INDICATION OF CORRECTIONS OF PREVIOUS PERIOD ERRORS
There were no corrections of prior period errors.

Note 11. INFORMATION ON CHANGES IN THE ECONOMIC SITUATION AND OPERATING CONDITIONS
WHICH HAVE SIGNIFICANT IMPACT ON FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES
OF AN ENTITY

In the reporting period, there were no changes in the economic situation or conditions under which the
Issuer operates, which would affect the fair value of its financial assets and liabilities.

Note 12. INFORMATION ON NON-PAYMENT OF THE CREDIT OR LOAN OR ON VIOLATING SIGNIFICANT

PROVISIONS OF THE CREDIT OR LOAN AGREEMENT, IN RELATIONS TO WHICH NO
CORRECTIVE MEASURES WERE UNDERTAKEN UNTIL THE END OF THE REPORTING PERIOD

In the reporting period, there were no problems associated with the payment of the Issuer's financial
liabilities, nor were the provisions of the loan agreements infringed.

Note 13. INFORMATION ON CHANGE OF METHODS OF DETERMINING THE FAIR VALUE OF FINANCIAL
INSTRUMENTS

In the presented period, the Issuer did not change the method of determining the fair value of financial
instruments.

Note 14. INFORMATION ON CHANGES IN THE CLASSIFICATION OF FINANCIAL ASSETS AS A RESULT OF
A CHANGE OF THE PURPOSE OR USE OF THESE ASSETS

In the reporting period, there were no changes in the classification of financial assets.
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