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LSI Software Group
interim consolidated financial statement for the period
01.01 — 30.06.2021 (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

» Barttomiej Grduszak — Vice-President of the Management Board

» Michat Czwojdzirski — 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 and 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 semi-
annual 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 six months ended 30 June 2021 and contains comparative data for the
period of six months ended 30 June 2020 and as at 31 December 2020.

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 2020, approved for publication on 30 April 2021.

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.

In the opinion of the Group' s Management Board, the effects of the spread of the Covid-19
coronavirus may have a negative impact on the Issuer's business operations and the financial result
of companies comprising the Group. The detailed description of the pandemic’s impact on particular
aspects of the business and the going concern assumption are presented in the Notes to this report.

The audit firm selected to review the interim financial information has conducted this review in
accordance with International Standard on Review Engagements (ISRE) 2410.

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
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B.Selected financial data

data in thousands of PLN

01.01.2021 - 30.06.2021 01.01.2020 - 30.06.2020
(restated data)?
PLN EUR PLN EUR
PROFIT AND LOSS ACCOUNT
Net revenue from the sale of
products, goods and materials 22 825 5020 20 878 4701
Cost of sales 17 991 3957 16 432 3700
Profit (loss) on operating 2 152 473 1182 266
activities
Gross profit (loss) 1931 425 1267 285
Net profit (loss) 1991 438 1283 289
Number of participating interests / 3260762 3260 762 3260762 3260 762
shares (in pcs.)
Net profit (loss) per
ordinary share (PLN / 0,61 013 0.39 0.09
EUR)
BALANCE SHEET 30.06.2021 31.12.2020
Fixed assets 29 268 6 474 29194 6 326
Current assets 24 947 5518 24 786 5371
Equity 41 839 9 255 39 848 8 635
Long-term liabilities 2976 658 3767 816
Short-term liabilities 9 400 2079 10 365 2246
?gﬁ"R‘)’a'”e per share (PLN 12,83 2,84 12,22 2,65
CASH FLOW STATEMENT 01.01.2021 — 30.06.2021 01.01.2020 — 30.06.2020
Net cash flow from
operating activities 820 180 6084 1370
glgtivﬁtziagg flow from investing -2 189 481 2370 534
Net cash flow from 2708 596 2529 569
financing activities
Maximum
. . Average exchange Minimum exchange exchange rate in Exchange rate as at
Financial year rate in the rate in the reporting the reporting the last day of the
reporting period * period period reporting period
01.01-30.06.2021 4,5472 4,4541 4,6603 4,5208
01.01-31.12.2020 4,4742 4,2279 4,6330 4,6148
01.01-30.06.2020 4,4413 4,2279 4,6044 4,4660

*) 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):

e exchange rate applicable on 30 June 2021: 1 USD = 3,8035 PLN

e exchange rate applicable on 31 December 2020: 1 USD = 3, 7584 PLN

*) Detailed information on the restatement is presented on page 19 of the Notes to the Interim Condensed Consolidated Financial
Statements in Section Il on Changes in Accounting Policies
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C. Condensed interim consolidated financial statement
for the period from 1 January 2021 to 30 June 2021

General information

I.  Dominant Company’s data:

Business name: LS| Software S.A.

Legal form: Joint Stock Company

Registered office: 93-120 t6dz, 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 £.6dz, 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 and its subsidiaries also provide ERP (Enterprise Resource
Planning) systems and software for operation of recreational and sports facilities. The offer includes
consulting, implementation and maintenance services, as well as delivery of dedicated hardware
solutions. The Group's key strength is over 30 years of experience in the market.

The mission of LS| Software S.A. is to provide modern IT solutions supporting the operations of
companies and enabling their effective and comprehensive management. Group’s companies are
long-time partners of global companies such as Microsoft or Posiflex. This results in access to the
most advanced technologies and specialized equipment used worldwide. LSI Software Group’s
companies operate on the Polish and foreign markets, striving to expand into European and global
markets.

II. Duration of the Group

LSI Software as a Parent Company as well as other companies being part of the Group have a
perpetual existence.

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 2021 to 30 June 2021.
Comparative data is presented as at 30 June 2021 and 31 December 2020 for the condensed interim
consolidated statement of financial position, for the period from 1 January 2020 to 30 June 2020 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.

In the condensed consolidated financial statement hereof, the Company decided to introduce changes
in the presentation within the profit and loss account and the statement of financial position. The
detailed impact of the changes on the comparative data is presented in Section Il of the Notes to the
interim condensed consolidated financial statement entitled “Changes in accounting principles

(policy)”.
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IV. Composition of Dominant Company’s governing bodies as at 30 June 2021

Management Board:

Grzegorz Siewiera
Barttomiej Grduszak
Michat Czwojdzinski
Grzegorz Strak

President of the Management Board

Vice-President of the Management Board

Member of the Management Board
Member of the Management Board

Changes to the composition of the Parent Company’s Management Board:

There were no changes to the composition of the Management Board of LS| Software S.A. in the

presented period.

Supervisory Board:

Krzysztof Wolski
Piotr Kraska
Andrzej Kurkowski
Maciej Wegierski
Jolanta Drelich

- Chairman of the Supervisory Board

- Vice-Chairman of the Supervisory Board

- Member of the Supervisory Board
- Member of the Supervisory Board
- Member of the Supervisory Board

Changes to the composition of the Parent Company’s Supervisory Board:

There were no changes to the composition of the Supervisory Board of LS| Software S.A. in the

presented period.

V. Listing on regulated market

=

Stock Exchange:

Ticker on WSE:

Sector on WSE:
Depository and

General information:

settlement system:

Investor Relations:

Warsaw Stock Exchange

Ksigzeca 4 St.
00-498 Warsaw

LSISOFT

IT

National Depository for Securities (KDPW)
Ksigzeca 4 St.

00-498 Warsaw

LS| Software S.A.

Przybyszewskiego 176/178 St. 93-120 £6dz
Head of the Management Board Office —
Aneta Czerwinska, tel.: 42 680 80 00 int.134

inwestorzy@Isisoftware.pl

VI. Parent Company’s significant Shareholders

As at 30 June 2021, 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
Shareholders bGTTLOES € Value of shares ST I SErpliEL NMTISET number of votes
shares % of votes
at GM (%)
SG Invest Sp. z o0.0. 366 080 366 080 11,23 1 830 400 37,66
Other shareholders 2 894 682 2 894 682 88,77 3030362 62,34
Total 3260762 3260762 100,00 4 860 762 100,00




VII.

VIII.

LSI Software Group

interim consolidated financial statement for the period
01.01 — 30.06.2021 (all amounts are expressed in PLN thousand, unless otherwise indicated)

Subsidiary undertakings

LSI Software s.r.o.

Percentage of capital and votes held - 100%
(entity incorporated on 13 September 2016)

GiP Sp.zo.0.

Percentage of capital and votes held - 100%

(entity acquired on 1 February 2017)
Positive Software USA LLC

Percentage of capital and votes held - 100%
(entity incorporated on 28 June 2017)

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)

Graphical presentation of the Group

LSI SOFTWARE S.A

LSI SOFTWARE
S.R.O Subsidiary LLC

“GiP” Sp. z o0.0.

Subsidiary Subsidiary

100% of share in

POSITIVE SOFTWARE USA

BLUE POCKET S.A.
Jointly Controlled
Subsidiary

100% of share in
capital and votes

Entity incorporated
on
13 September 2016

capital and votes

Entity acquired on
1 February 2017

100% of share in capital and 50% of share in
votes capital and votes

Entity was not
consolidated due to
lack of control

Entity incorporated on
28 June 2017
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X. Approval of the financial statement for publication

This interim consolidated financial statement was approved for publication by the Parent Company's
Management Board on 30 September 2021.
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Condensed interim consolidated financial statement for the
period of the first half of 2021

Condensed interim consolidated profit and loss account

NOTE 01.01 -30.06.2021 (zls'tgt:;igt'gg'zozo
Sales revenues 1,2 22 825 20 878
Revenues from sales of products 5980 5 095
Revenues from sales of services 6 313 6 016
Revenues from sales of goods and materials 10532 9767
gglzt of products, goods and materials 23 17 991 16 432
Manufacturing costs of products and services sold 10 451 9253
Value of goods and materials sold 7 540 7179
Gross profit (loss) on sales 4834 4 446
Other operating income 4 3 386 2 680
Sales costs 3 3880 3548
General and administrative costs 3 1812 1474
Other operating costs 4 376 922
Profit (loss) on operating activities 2152 1182
Financial income 5 5 167
Financial costs 5 226 82
Profit (loss) before tax 1931 1267
Income tax 6 -60 -16
Net profit (loss) 1991 1283
Net profit (loss) per share (in PLN) 8 0,61 0,39
Basic for the financial period 0,61 0,39
Diluted for the financial period 0,61 0,39
tédz, 29 September 2021
Signatures of Members of the Management Board:
Grzegorz Siewiera Barttomiej Grduszak
President of the Management Board Vice-President of the

Management Board
Michat Czwojdziniski 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

*) Detailed information on the restatement is presented on page 19 of the Notes to the Interim Condensed Consolidated Financial
Statements in Section Il on Changes in Accounting Policies
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Condensed interim consolidated statement of comprehensive income

NOTE 01.01 -30.06.2021 01.01 -30.06.2020
Net profit (loss) 1991 1283
Items to be reclassified to profit and loss account in 0 0
subsequent periods
Items that will not be reclassified to the profit and loss
account in subsequent periods 0 0
Total comprehensive income 1991 1283
Total comprehensive income attributable to 1991 1283
Parent Company

Lédz, 29 September 2021
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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Condensed interim consolidated statement of financial position

ASSETS NOTE 30.06.2021 (risltjtezfdgtza?ﬁ
Fixed assets 29 268 29 194
Fixed tangible assets 11 7274 7 452
Intangible assets 12 13816 13 042
Right-of-use assets 13 3427 3873
Goodwill 14 2823 2823
Deferred tax assets 6 1928 2004
Current assets 24 947 24 786
Inventory 20 2333 3213
Trade receivables 22 6 321 6476
Current income tax receivables 776 568
Other receivables 23 369 752
Prepayments 24 576 581
Cash and cash equivalents 25 14 572 13196
TOTAL ASSETS 54 215 53980

Lédz, 29 September 2021
Signhatures 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

*) Detailed information on the restatement is presented on page 19 of the Notes to the Interim Condensed Consolidated Financial
Statements in Section Il on Changes in Accounting Policies
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LIABILITIES NOTE 30.06.2021 31.12.2020
Equity 41 839 39 848
Equity attributable to shareholders of a Parent Company 41 839 39 848
Share capital 26 3261 3261
Statutory capital reserve from share premium 27 8 150 8 150
Own shares (negative value) -609 -609
Other provisions 28 2 060 2 060
Retained earnings 26 986 24 584
Financial result of the current period 1991 2 402
Long-term liabilities 2976 3767
Bank and non-bank loans 29 95 339
Lease and other financial liabilities 30 2 049 2433
Deferred income tax provision 6 830 993
Provisions for retirement and similar benefits 37 2 2
Short-term liabilities 9 400 10 365
Bank and non-bank loans 29 659 602
Lease and other financial liabilities 30 818 867
Trade liabilities 32 1581 2 816
Current income tax liabilities 0 0
Other liabilities 33 5922 5626
Accruals 36 386 304
Provisions for retirement and similar benefits 37 2 2
Other provisions 38 32 148
TOTAL LIABILITIES 54 215 53980
Group's book value per share 12,83 12,22

Lédz, 29 September 2021

Signatures of Members of the Management Board:

Grzegorz Siewiera

President of the Management Board

Michat Czwojdziriski

Member of the Management Board

Signature of a person preparing the financial statement:

Barttomiej Grduszak

Vice-President of the
Management Board

Dariusz Gorski

Barttomiej Grduszak

Vice-President of the
Management Board

Grzegorz Strgk

Member of the
Management Board

Chief Accountant

11



Condensed interim statement on changes in consolidated equity

LSI Software Group
interim consolidated financial statement for the period
01.01 - 30.06.2021 (all amounts are expressed in PLN thousand, unless otherwise indicated)

Statutory capital Equity Equity attributable
Share reserve from Other Oown Retained Fi ial attributable to to non-controlling Total
capital share premium reserves | shares earnings |nar|1t0|e} the shareholders equity
thresu < t shareholders
s cu_rrden of a Parent
perio Company
6 months ended 30.06.2021
Equity as at 1 January 3261 8 150 2060 |  -609 26 986 0 39 848 0| 39848
Changes in accounting 0 0 0 0 0 0 0 0 0
policies
Corrections of errors in
previous periods 0 0 0 0 0 0 0 0 0
Equity after corrections 3261 8 150 2 060 -609 26 986 0 39 848 0| 39848
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
Dividend payment 0 0 0 0 0 0 0 0 0
Total comprehensive income, 0 0 0 0 0 1991 1991 0 1991
including:
Financial result of the 0 0 0 0 0 1991 1991 0 1991
current period
Other comprehensive income 0 0 0 0 0 0 0 0 0
Equity as at 30 June 3261 8 150 2 060 -609 26 986 1991 41 839 0| 41839
12 months ended 31.12.2020
Equity as at 1 January 3261 8 150 2060 | -609 24 584 0 37 446 0| 37446
Changes in accounting 0 0 0 0 0 0 0 0 0
policies
Corrections of errors in previous
periods 0 0 0 0 0 0 0 0 0
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
Dividend payment 0 0 0 0 0 0 0 0 0
Total comprehensive income, 0 0 0 0 0 2 402 2 402 0 2 402
including:
Financial result of the 0 0 0 0 0 2 402 2 402 0 2 402
current period
Other comprehensive income 0 0 0 0 0 0 0 0 0
Equity as at 31 December 3261 8 150 2060 | -609 24584 2 402 39 848 0| 39848

12
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01.01 —30.06.2021 (all amounts are expressed in PLN thousand, unless otherwise indicated)

Statutory capital Equity Equity attributable
Share reserve from Other Oown Retained . ial attributable to to non-controlling Total
capital share premium reserves | shares earnings Flnar:tcm} the shareholders equity
thr:Scl:Jrrgnt shareholders
. of a Parent
period fo
ompany
6 months ended 30.06.2020
Equity as at 1 January 3261 8 150 2060 | -609 24 584 0 37 446 0| 37446
Changes in accounting policies 0 0 0 0 0 0 0 0 0
Corrgctlons Qf errors in 0 0 0 0 0 0 0 0 0
previous 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
Dividend payment 0 0 0 0 0 0 0 0 0
Total comprehensive income, 0 0 0 0 0 1283 1283 0| 1283
including:
Financial result of the 0 0 0 0 0 1283 1283 0| 1283
current period
Other comprehensive income 0 0 0 0 0 0 0 0 0
Equity as at 30 June 3261 8 150 2060 | -609 24 584 1283 38729 0| 38729

Lodz, 29 September 2021

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

Dariusz Gorski

Chief Accountant

Barttomiej Grduszak

Vice-President of the

Management Board
Grzegorz Strgk

Member of the
Management Board

13



Interim condensed consolidated cash flow statement

LS| Software Group
interim consolidated financial statement
for the period 01.01 — 30.06.2021 (all amounts are expressed in PLN thousand, unless otherwise

01.01 - 01.01 - 01.01 -
30.06.2021 | 31.12.2020 | 30.06.2020
OPERATING ACTIVITIES
Profit (loss) before tax 1931 1746 1267
Total adjustments -876 8924 5155
Share in net profit of subordinated entities accounted for with the 0 0 0
use of equity method
Amortisation and depreciation 2094 4715 2631
Foreign exchange gains/losses 79 -68 -1
Interests and share in profits (dividends) 51 131 70
Profit / loss on investing activities -11 -153 -116
Change in reserves -278 98 -13
Change in inventory 879 1646 9
Change in receivables 1893 9 399 8 329
Change in liabilities excluding bank and non-bank loans -5 996 -7 402 -2 508
Change in other assets 413 558 11
Other adjustments arising in connection with operating activities 0 0 -3 257
Cash on operating activities 1055 10 670 6 422
Interests paid 0 0 0
Income tax (paid) / reimbursed -235 -820 -338
A. Net cash flow from operating activities 820 9 850 6 084
INVESTING ACTIVITIES
Inflows 33 201 127
Disposal of intangible assets and fixed tangible assets 33 180 101
Disposal of investments in immovable property 0 0 0
Disposal of financial assets 0 0 0
Other investment inflows 0 21 26
Repayment of long-term loans granted 0 0 0
Outflows 2222 3924 2 497
Acquisition of intangible assets and fixed tangible assets 2999 3623 2497
Acquisition of investments in immovable property 0 0 0
Acquisition of financial assets 0 301 0
Other investment outflows 0 0 0
B. Net cash flow from investing activities -2 189 -3723 -2 370
FINANCING ACTIVITIES
Inflows 3489 3257 3257
Net inflows from issues of shares and other equity instruments and 0 0 0
from capital contributions
Bank and non-bank loans 0 0 0
Issue of debt securities 0 0 0
Other financial inflows 3489 3257 3257
Outflows 781 1455 728
Acquisition of own shares 0 0 0
Dividends and other payments to owners 0 0 0
Profit distributions other than payments to owners 0 0 0
Repayment of bank and non-bank loans 301 452 151
Redemption of debt securities 0 0 0
For other financial liabilities 0 0 0
Financial lease payments 429 872 507
Interests 51 131 70
Other financial outflows 0 0 0
C. Net cash flow from financing activities 2708 1802 2529
D. Total net cash flow (A+B+C) 1339 7929 6 243
E. Balance sheet change in cash, including: 1260 7997 6 244
— Change in cash due to foreign exchange differences -79 68 1
F. Cash at the beginning of the period 13273 5344 5344
G. Cash at the end of period (F + D) 14 612 13273 11587

tédz, 29 September 2021

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 Gorski

Vice-President of the Chief Accountant
Management Board
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Additional information to the condensed interim consolidated financial statement
l. Compliance with the International Financial Reporting Standards

This consolidated financial statement has been prepared in accordance with the 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 binding as at 30 June 2021.

In 2021, the Group adopted all new and approved standards and interpretations issued by the
International Accounting Standards Board and the International Accounting Standards Interpretations
Committee as approved for use in the EU, applicable to its operations and effective for reporting
periods from 1 January 2021.

. Changes in accounting principles (policy)

In preparing the interim condensed consolidated financial statement for the first half of 2021 LSI
Software Group applies the same accounting policies as those adopted for the preparation of the
consolidated financial statement for the year 2020, with the exception of amendments to standards
and new standards and interpretations described below as well as changes introduced independently
by the Group.

The Group has applied the following amendments to standards for the first time:

- Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 - IBOR reform - Phase 2,

- Amendments to IFRS 4 “Insurance contracts” - deferral of IFRS 9.

The above amendments to standards had no material impact on the Group's accounting policies
applied so far.

" ndar nd amendmen ndar he IASB n rov
the EU
IFRS as endorsed by the EU currently do not differ significantly from the regulations adopted by the
International Accounting Standards Board (IASB), with the exception of the following standards and
amendments to standards which, as at the date of this financial statement preparation, have not yet
been adopted for application:
¢ |FRS 14 “Regulatory accruals” - in accordance with the decision of the European Commission,
the process of approval of the preliminary version of the standard will not be initiated before
the publication of the final version of the standard (effective for annual periods beginning on or
after 1 January 2016),

e |FRS 17 ,Insurance Contracts” (effective for annual periods beginning on or after 1 January
2023),

e Amendments to IFRS 10 “Consolidated Financial Statements” and IAS 28 "Investments in
Associates and Joint Ventures" - Transactions involving the sale or contribution of assets
between an investor and its associate or joint venture - the works to approve these
amendments have been postponed indefinitely by the EU - the effective date has been
postponed by the IASB for an indefinite period,

¢ Amendments to IAS 1 “Presentation of financial statements” - Classification of liabilities as
current or non-current and classification of liabilities as current or non-current - deferral of
effective date (effective for annual periods beginning on or after 1 January 2023),

e Amendments to IFRS 3 “Business Combinations”, IAS 16 “Property, Plant and Equipment” and

IAS 37 “Provisions, Contingent Liabilities and Contingent Assets” (effective for annual periods
beginning on or after 1 January 2022),

16
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e Amendments to various standards ,Improvements to IFRSs (2018-2020 cycle)” (effective for
annual periods beginning on or after 1 January 2022),

¢ Amendments to IAS 1 ,Presentation of Financial Statements” and Code of Practice IFRS 2:
Disclosure of Accounting Policies (effective for annual periods beginning on or after 1 January
2023),

e Amendments to IAS 8 “Accounting Policies, Changes in Accounting Estimates and Errors”
(effective for annual periods beginning on or after 1 January 2023),

e Amendments to IFRS 16, “Leases”: Lease Payment Relief Associated with Covid-19 after 30
June 2021 (effective for annual periods beginning on or after 1 April 2021).

The aforementioned standards and amendments to standards will not be applicable to the Group's
operations or will have an immaterial impact on its financial statement.

In the condensed consolidated financial statement hereof, the Company has decided to introduce
changes to the presentation in the profit and loss account and the statement of financial position.

In the consolidated profit and loss account the presentation of the costs of the sales department
employees was changed and moved from Cost of products and services sold to Cost of sales. In the
Company's opinion, such presentation better reflects the specific nature of these employees' work,
who are not involved at the product/system development stage.

In the consolidated statement of financial position, changes were introduced to the presentation of a
portion of assets used under lease agreements, which were moved from Tangible fixed assets to
Rights-of-use assets. In the Company's opinion, presentation of all rights-of-use assets in one line of
the statement gives a clearer and more complete picture of the Company's assets.

The impact of changes on the comparative data is presented in the tables below.

Condensed interim consolidated profit and loss account

_ 01.01-30.06.2020
01'0(%1 iﬁg.dOgjOZO Change (restated data)

Sales revenues 20878 0 20 878
Revenues from sales of products 5095 0 5095
Revenues from sales of services 6 016 0 6016
Revenues from sales of goods and materials 9767 0 9767
gglzt of products, goods and materials 19 427 -2995 16 432
g/loellgufacturlng costs of products and services 12 248 -2 995 9253
Value of goods and materials sold 7179 0 7179
Gross profit (loss) on sales 1451 2995 4 446
Other operating income 2 680 0 2 680
Sales costs 553 2995 3548
General and administrative costs 1474 0 1474
Other operating costs 922 0 922
Profit (loss) on operating activities 1182 0 1182
Financial income 167 0 167
Financial costs 82 0 82
Profit (loss) before tax 1267 0 1267
Income tax -16 0 -16
Net profit (loss) 1283 0 1283
Net profit (loss) per share (in PLN) 0,39 0 0,39
Basic for the financial period 0,39 0 0,39
Diluted for the financial period 0,39 0 0,39

17



LSI Software Group
interim consolidated financial statement
for the period 01.01 — 30.06.2021 (all amounts are expressed in PLN thousand, unless otherwise

Condensed interim consolidated statement of financial position

31.12.2020

ASSETS ?Zflr-nifli(x)tg)o Change (restated data)
Fixed assets 29194 0 29194
Fixed tangible assets 9 196 -1744 7 452
Intangible assets 13 042 0 13 042
Right-of-use assets 2129 1744 3873
Goodwill 2823 0 2823
Deferred tax assets 2004 0 2004
Current assets 24 786 0 24 786
Inventory 3213 0 3213
Trade receivables 6 476 0 6 476
Current income tax receivables 568 0 568
Other receivables 752 0 752
Prepayments 581 0 581
Cash and cash equivalents 13196 0 13196
TOTAL ASSETS 53 980 0 53980

[ll.  Going concern assumption and comparability of financial statements

The interim condensed consolidated financial statement has been prepared on the assumption that
the Group will continue as a going concern over 12 months following the last balance sheet date that
is 30 June 2021. LSI Software Group has sufficient financial resources to continue its operations,
including settlement of ongoing 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.

In the opinion of the Management Board of the Group, the effects of the spread of Covid-19
coronavirus and actions that may again be 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 first and subsequent quarters of 2021. The measures taken by
individual countries in which the Group conducts its operations will also significantly affect the level of
revenue from foreign sales.

As at the date of signing the financial statement hereof, the Management Board of the Parent 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 operations.

A detailed description of the threats associated with the spread of Covid-19 coronavirus is described in
Section Il and V of the Management Board’s report on Group’s business activities.

IV. Consolidation principles

The interim condensed consolidated financial statement of LS| Software Group includes the financial
statement of LS| Software S.A. and financial statements of entities (including jointly controlled
subsidiary undertakings) controlled by LS| Software S.A. The company exercises the control providing
that:

- has control over a given entity,

- is exposed to variable returns or has rights to variable returns on account of its interest in the entity,

- has the ability to use its power to determine the level of returns generated.

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.
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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
adequate control, 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) Consolidated companies
The consolidated financial statement hereof for the periods ended on 31 June 2021 and 30 June 2020
includes the following entities being part of the Group:

Share in the total number of votes (%)
30.06.2021 | 31.12.2020 [ 30.06.2020
LSI Software S.A. Parent Company
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.

¢) Non-consolidated companies
The following companies were not included in the consolidated financial statement for the reporting
periods ended on 30 June 2021 and 2020:

Share in the total Legal basi_s fo_r non-
number of votes (%) consolidation
BluePocket S.A. 50 Loss of control

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

The interim consolidated separate financial statements followed the same accounting policies and
calculation methods as the last annual consolidated financial statement.
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VI. Material values based on professional judgment and estimates
a) Professional judgment

In the process of applying the accounting policies to the matters set out below, management's
professional judgement, in addition to accounting estimates, was of the greatest importance.

b) Uncertainty of estimates

In addition to the below mentioned areas within which estimates have been made in the financial
statements, the following should also be indicated:

- classifications of leases and estimates related to the measurement of lease assets and liabilities,

- expectations regarding the recoverability of receivables under IFRS 9.

Impairment loss on assets

The Group monitors the usefulness of assets for its operations on an ongoing basis. If there is any
indication that an asset may be impaired, an impairment test is carried out.

Valuation of provisions

Provisions for employee benefits were estimated using actuarial methods. The assumptions adopted
for this purpose are presented in note 37. 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

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 applies the
professional judgment. The method of determining the fair value of individual financial instruments is
presented in note 40.

Amortization/Depreciation rates
Amortization/depreciation rates are based on the expected economic useful lives of tangible fixed

assets and intangible assets. The Group annually reviews the adopted economic useful lives based on
current estimates.
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Goodwill and intangible assets with an indefinite useful life - impairment test

In accordance with the Group's policy, the Management Board of a Parent Company 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. As at
each interim balance sheet date, the Management Board of the Parent Company performs a review of
possible indications of impairment of cash-generating units to which goodwill and intangible assets
with indefinite useful life have been allocated. In the event such indications are identified, an
impairment test is performed as at an 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.

As at 30 June 2021, the Group has not identified any indication of possible impairment of the assets
described above.
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D.ADDITIONAL NOTES AND EXPLANATIONS TO THE
CONSOLIDATED FINANCIAL STATEMENT

Note 1. SALES REVENUES

In accordance with IFRS 15, 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 Company are as follows:

01.01 - 30.06.2021 | 01.01 — 30.06.2020
Sales of goods and materials 10 532 9767
Sales of products 5980 5095
Sales of services 6 313 6016
Sales revenues, TOTAL 22 825 20 878
Other operating revenues 3386 2680
Financial revenues 5 167
Revenues on continuing operations, TOTAL 26 216 23725
Revenues on discontinued operations
TOTAL REVENUES 26 216 23725

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 LSI 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 Group’s services and solutions whose share in the sales revenue
reached 10%.
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Consolidated profit and loss account by segments

01.01 - 30.06.2021 Domestic ! Ceiecliation Total
market countries exclusions
Sales revenues 24 136 28 -1 339 22 825
External sales 24 116 0 -1291 22 825
Sales between segments 20 28 -48 0
Cost Qf products, goods and 19 129 88 1226 17 991
materials sold
gllea:\r)iléfggtgorigg costs of products and 11 199 88 836 10 451
\S/;I(ljje of goods and materials 7930 0 -390 7540
Gross profit (loss) on sales 5007 -60 -113 4834
Other operating income 3 386 0 0 3 386
Sales costs 3828 52 0 3880
General and administrative costs 1911 14 -113 1812
Other operating costs 360 16 0 166
Pro_fl_t _(Ioss) on operating 2204 142 0 2152
activities
Financial revenues, including: 5 0 0 5
Interest income 5 0 0 5
Financial costs, including: 225 1 0 226
Interest costs 98 1 0 99
Profit (loss) before tax 2074 -143 0 1931
Income tax -60 0 0 -60
Net profit (loss) 2134 -143 0 1991
Net profit (loss) assigned to 2134 -143 0 1991
Parent Company
Consolidated profit and loss account by segments
01.01-30.06.2020 Domestic Consolidation Total
(restated data) market countries exclusions
Sales revenues 21 996 133 -1251 20878
External sales 21996 3 -1121 20 878
Sales between segments 0 130 -130 0
Cost of products, goods and 17 558 17 1143 16 432
materials sold
Manufacturing costs of products
and services sold 10231 17 995 9253
Value of goods and materials sold 7327 0 148 7179
Gross profit (loss) on sales 4438 116 -108 4 446
Other operating income 2 669 11 0 2 680
Sales costs 3467 81 0 3548
General and administrative costs 1576 6 -108 1474
Other operating costs 888 34 0 922
Prqle (Ioss) on operating 1176 6 0 1182
activities
Financial revenues, including: 167 0 0 167
Interest income 9 0 0 9
Financial costs, including: 80 2 0 82
Interest costs 80 2 0 82
Profit (loss) before tax 1263 4 0 1267
Income tax -16 0 0 -16
Net profit (loss) 1279 4 0 1283
Net profit (loss) assigned to 1279 4 0 1283
Parent Company
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assets

Domestic Other Consolidation Total
market countries exclusions ota

30.06.2021
Assets 57 854 382 -4 021 54 215
Liabilities 12 793 189 -606 12 376
31.12.2020
Assets 57 757 457 -4 234 53 980
Liabilities 14 831 120 -819 14 132
30.06.2020
Assets 59 302 594 -5 063 54 833
Liabilities 17 558 194 -1 648 16 104
01.01 - 30.06.2021
Capital expenditure 2222 0 0 2222
Depreciation 2030 64 0 2094
Impairment of financial and non-financial 42 0 0 42
assets
01.01 — 30.06.2020
Capital expenditure 2 497 0 0 2 497
Depreciation 2553 78 0 2631
Impairment of financial and non-financial 758 0 0 758

The Group operates mainly in Poland. Revenues from segments outside Poland amount to

approximately 13% of total consolidated revenues.

Sales revenues - detailed geographic structure

01.01 -30.06.2021

01.01 -30.06.2020

PLN Share % PLN Share %
Poland 19 938 87% 18 153 87%
Export, including: 2 887 13% 2725 13%
European Union 1190 5% 358 2%
Countries of the former USSR 31 0% 0 0%
USA 1244 5% 243 1%
Other 422 2% 2124 10%
Total 22 825 100% 20 878 100%

Note 3. OPERATING COSTS

01.01 - 30.06.2020
COSTS BY NATURE 01.01 - 30.06.2021 (restated data)”

Depreciation 2 094 2631
Consumption of materials and energy 735 597
Third-party services 6 557 4931
Taxes and fees 303 316
Remunerations 6513 6 260
Social security and other allowances 1317 1215
Other costs by nature 914 738
Costs by nature, total — including: 18 433 16 688
Change in products -2 290 -2413
Cost of products manufactured for the entity's 0 0
own needs (negative value)

Costs of sales (negative value) -3 880 -3548
General and administrative costs (negative value) -1812 -1474
Manufacturing cost of products and services sold 10 451 9 253

") Detailed information on the restatement is presented on page 19 of the Notes to the Interim Condensed Consolidated Financial

Statements in Section |l on Changes in Accounting Policies
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OTHER OPERATING REVENUES 01.01 - 30.06.2021 01.01 - 30.06.2020
Profit from disposal of fixed assets 11 90
Penalties, fines and damages received 43 119
Government grants 3309 2442
Reimbursement of costs of legal proceedings 4 16
Other 19 13
TOTAL 3 386 2 680

In the first half of 2021, a significant part of other operating revenues on account of government grants
is represented by the cancellation of subsidies received by the Group’s companies under the Financial
Shield 1.0 from Polish Development Fund (Polski Fundusz Rozwoju S.A.). The total value of said

revenues amounted to PLN 3,142 thousand.

OTHER OPERATING COSTS 01.01 - 30.06.2021 01.01 — 30.06.2020
Liabilities write-offs 22 0
Penalties and compensations paid 253 91
Recognition of impairment 41 758
Court fees and costs 30 26
Other 30 47
TOTAL 376 922

RECOGNITION OF IMPAIRMENT LOSSES

01.01 - 30.06.2021

01.01 - 30.06.2020

Receivables

41

758

TOTAL

41

758

Note 5. FINANCIAL REVENUES AND COSTS

FINANCIAL REVENUES 01.01 - 30.06.2021 01.01 - 30.06.2020
Interest revenues 5 9
Surplus of foreign exchange gains 0 142
Valuation of derivatives 0 16
TOTAL 5 167
FINANCIAL COSTS 01.01 - 30.06.2021 01.01 - 30.06.2020
Interest costs 98 82
Surplus of foreign exchange losses 128 0
TOTAL 226 82
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 - 30.06.2021 01.01 - 30.06.2020
LOSS ACCOUNT
Current income tax 26 0
Related to the financial year 26 0
Deferred income tax -86 -16
Related to the occurrence and reversal of
; -86 -16
temporary differences
Tax burden disclosed in the consolidated income -60 16
statement

Deferred tax recognized in the profit and loss account shall be recognized as the difference between
deferred tax liabilities and deferred tax assets at the end and the beginning of the reporting period.
The current income tax was set at a rate of 19% for the income tax base. Tax related to foreign tax
jurisdictions was not identified.
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DEDUCTIBLE TEMPORARY

DIFFERENCES BEING THE BASIS FOR .

DEFERRED INCOME TAX ASSET 31.12.2020 increases decreases 30.06.2021

RECOGNITION
Provision for jubilee awards and 4 0 0 4
retirement benefits
Accrued employee holiday provision 116 0 116 0
Other provisions 0 0 0 0
Right-of-use asset liabilities 3295 0 429 2866
Outstanding costs of business trips 1 2 0 3
Foreign exchange losses 59 108 0 167
Remunerations and social insurance
payable in the subsequent periods 328 28 0 356
Impairment loss on shares in other 2305 0 0 2305
entities
Impairment loss on inventory 258 0 0 258
Impairment loss on receivables 25 5 0 30
R&D and other tax reliefs 4158 0 0 4158
Total negative temporary differences 10 549 143 545 10 147
tax rate 19% 19% 19% 19%
Deferred income tax assets 2004 27 104 1928

TAXABLE TEMPORARY DIFFERENCES

BEING THE BASIS FOR DEFERRED .

INCOME TAX PROVISION RECOGNITION 31.12.2020 increases decreases 30.06.2021
Foreign exchange gains 480 0 398 82
Valuation of the right to use assets 3873 0 446 3427
Accrued interest 229 56 0 285
Revaluation of immovable property 254 221 6 469
Contractual penalties charged 250 0 210 40
Unpaid sales invoices 138 0 71 67
Taxable temporary differences, total 5225 277 1131 4371
Tax rate 19% 19% 19% 19%
Deferr_ed tax provision at the end of 093 53 215 830
reporting period

Net deferred income tax assets / provisions

30.06.2021 31.12.2020 30.06.2020
Deferred income tax assets 1928 2 004 1371
Defe_rre_d income tax provision — 830 993 998
continuing operations
Net o_le_ferred income tax assets / 1098 1011 373
provisions

Note 7. DISCONTINUED OPERATIONS
During the reporting period, none of the Company's operations were discontinued.

Note 8. PROFIT PER SHARE

The following table presents information on net profit and diluted net profit per share. As at 30 June
2021, the Group has not identified any dilution factors.
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Calculation of profit per share was based on the following information:

01.01 -30.06.2021

01.01 -30.06.2020

Profit recognized for the purposes of

calculating the basic profit per share 1991 1283
Effect of dilution:

- interest on redeemable preference shares 0
convertible into ordinary shares

- interest on bonds convertible into shares 0
Profit recognized for the purposes of

calculating the diluted profit per share 1991 1283

Number of shares issued

01.01 -30.06.2021

01.01 -30.06.2020

Weighted average number of shares

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

diluted profit 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. DISCLOSURE OF OTHER COMPONENTS OF COMPREHENSIVE INCOME

In the periods presented in the condensed interim 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 10. IMPAIRMENT LOSS ON NON-FINANCIAL ASSETS

The book value of non-financial assets, other than biological assets, investment property, inventories
and deferred tax assets, is reviewed at the end of each reporting period to determine whether there is
any indication of impairment.

If such indications occur, the Group estimates the recoverable amount of individual assets. The
recoverable amount of goodwill, intangible assets with an indefinite useful life and intangible assets
not yet available for use is estimated t the end of each reporting period. An impairment loss is
recognised if the book value of an asset or a cash-generating unit (CGU) exceeds its estimated
recoverable amount.

A cash-generating unit is defined as the smallest identifiable group of assets which generates cash
independently of other assets and groups of assets. Impairment losses are recognized in profit or loss.
Impairment of a cash-generating unit is initially recognized as a reduction of the goodwill allocated to
the unit (group of units), and then as a reduction of the book value of the remaining assets of this unit
(group of units) on a pro rata basis.

The recoverable amount of assets or cash generating units is defined as the higher of two values: fair
value less sales costs and their value in use. In assessing value in use, future cash flows are
discounted using a pre-tax interest rate that reflects current market assessments of the time value of
money and risk factors specific to the asset. For assets which do not generate independent cash
flows, value in use is estimated for the smallest identifiable cash generating unit to which the asset is
allocated.

Impairment losses on goodwill are not reversed. With respect to other assets, impairment losses
recognized in prior periods are reviewed at the end of each reporting period to determine whether
there is any indication that the impairment may be reduced or fully reversed.
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An impairment loss is reversed if the estimates applied in determining the recoverable amount have
changed. An impairment loss is reversed only to the extent of the asset's book value less depreciation
that would have been recognized if no impairment loss had been recognized.

As at 30 June 2021, the Capital Group reviewed all non-current assets listed above for possible
impairment, including: fixed assets, intangible assets including those with indefinite useful life and
goodwill. The analysis did not identify any indication of impairment and the need to recognise any
impairment losses.

Note 11. FIXED TANGIBLE ASSETS

Ownership structure
OWNERSHIP STRUCTURE - net value 30.06.2021 31.12.2020
(restated data)

Own 7274 7 452
Used on the basis of a rental, lease or other 0 0
contract, including lease contracts
Total 7274 7 452

Fixed tangible assets in relation to which the legal title is subject to restrictions and which are used as a
security for liabilities

31.12.2020
(restated data)*)

6 266 6 350

Title of liability / restrictions on disposability 30.06.2021

- used as security for own credits and loans

- used as security for third-party credits and loans

- used as security for other liabilities

The carrying value of tangible fixed assets
subject to restrictions on disposability or being a 6 266 6 350
security for liabilities

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.

Fair value measurement of the Group’s immovable property as at 30 June 2021 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 June 2021 and in his opinion the market
conditions have not changed since the above valuation.

Value and area of land under perpetual usufruct (not applicable to foreign companies)

Address Number. of Parcel Area of a Value as at Area of a Value as at
Land register | number | parcel [m“] as | 30 06.2021 parcel [m2] as 30.06.2020
at 30.06.2021 at 30.06.2020
93-120 L6dz 231/12
Przybyszewskiego 231/58 4975 520 4975 520
176/178 St. 231/32
TOTAL 4 975 520 4 975 520

Lands and buildings are a security for the benefit of mBank S.A. with regard to loans granted.

") Detailed information on the restatement is presented on page 19 of the Notes to the Interim Condensed Consolidated Financial
Statements in Section Il on Changes in Accounting Policies
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30.06.2021 31.12.2020
Own 13816 13 042
Used on the basis of a rental, lease or other 0 0
contract, including lease contracts
Total 13 816 13 042

Note 13. RIGHT-OF-USE ASSETS

The table below presents changes in the value of the right-of-use assets - for the period 01.01.2021 -

30.06.2021 and the corresponding period last year.

Right-of-use assets (Leases)

30.06.2021 30.06.2020
Fixed assets Gross Redemption Net value Gross Redemption Net value
value value

Immovable property 2 559 538 2021 2 559 323 2236
Plant and
equipment 152 54 98 191 51 140
Means of transport 1974 666 1308 2579 591 1988

Total 4 685 1258 3427 5329 965 4 364

The carrying amount of tangible assets, including plant and equipment used under finance lease
agreements, lease agreements and hire purchase contracts as at 30 June 2021 is PLN 3,427
thousand (as at 30 June 2020: PLN 4,364 thousand).

Note 14. GOODWILL

30.06.2021 31.12.2020 30.06.2020
LS| Software s.r.o. 8 8 8
GiP Sp. z 0.0. 2 815 2 815 2514
Positive Software USA LLC 0 0 0
Goodwill (net) 2823 2823 2522
Changes in goodwill on consolidation
30.06.2021 30.06.2020

Gross balance sheet value at the beginning of the 2823 2522
period

Gross balance sheet value at the end of the period 2823 2522
Impairment losses at the beginning of the 0 0
period

Impairment losses at the end of the period 0 0
Net goodwill 2823 2522

Note 15. INVESTMENT PROPERTY
Investment property measured at fair value
This item was not recognized in the presented periods.

Note 16. 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 — 2020 and
for the first half of 2021. 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.
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NON-CONSOLIDATED SUBORDINATED

30.06.2021 31.12.2020 30.06.2020

Shares/Participating interests in companies
not listed on the stock exchange (non- 2307 2307 2307
consolidated)
Shares of companies listed on the stock

. 0 0 0
exchange (non-consolidated)
Total 2 307 2 307 2 307

Investments in subordinate non-consolidated entities as at 30.06.2021

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

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.

Note 18. OTHER FIXED ASSETS

In the reporting period the item was not recognized.

Note 19. OTHER FINANCIAL ASSETS

In the reporting period the item was not recognized.

Loans granted

In the reporting period the item was not recognized.

Cash flow hedging instruments

In the reporting period the item was not recognized.

Note 20. 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 selling price in the ordinary
course of business less the estimated costs of completion and the costs necessary to perform the sale

transaction.

30.06.2021 | 31.12.2020 | 30.06.2020
Goods 2580 3460 5 096
Gross inventory 2580 3460 5 096
Impairment loss 247 247 247
Net inventory, including: 2333 3213 4 849
- carrying amount of inventory at fair value less selling costs 0 0 0
- carrying amount of inventory pledged as collateral 0 0 0

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.
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The value of goods with over 360 days stockholding includes slow-moving goods, service parts and
equipment, which LSI Software S.A. is obliged to immediately deliver to the service users in the event
of failure of the Client's equipment.

Note 21. CONTRACT FOR CONSTRUCTION SERVICES

Item was not recognized.

Note 22. TRADE RECEIVABLES

30.06.2021 31.12.2020 30.06.2020
Trade receivables 6321 6 476 7 884
- from associates 0 0 0
- from other undertakings 6321 6476 7 884
Impairment 679 663 2092
Gross trade receivables 7 000 7 139 9976

Trade and other receivables are not interest-bearing and usually have a 14-day payment period. The
Group pursues a policy of selling only to verified customers. As a result, in the opinion of the
Management Board, there is no additional credit risk, above the level determined by impairment

losses on bad debts.

Change in impairment loss on trade receivables

30.06.2021 31.12.2020 30.06.2020
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 595 1266 1266
period
Increases, including: 45 917 758
- on past due and disputable receivables 45 917 758
- acquisition of a subsidiary 0 0 0
Decreases, including: 29 1588 0
- use 29 0 0
- release of impairment loss in 0 1588 0
connection with the repayment of
receivables
Impairment loss on trade receivables
from other undertakings at the end 611 595 2024
of the period
Impairment loss on trade receivables at the
end of the period 679 663 2092
Trade receivables claimed at court
30.06.2021 31.12.2020 30.06.2020

Trade receivables claimed at court 679 663 1334
Impairment loss on disputable receivables 679 663 1334
Net amount of trade receivables

X 0 0 0
claimed at court
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Note 23. OTHER RECEIVABLES

30.06.2021 31.12.2020 30.06.2020
Other receivables, including: 369 752 981
- taxes, with the exception of corporate 42 67 242
income tax
- other 327 685 739
Impairment losses on other receivables 0 0 0
Other receivables - gross 369 752 981

Note 24. PREPAYMENTS AND ACCRUED INCOME

30.06.2021 31.12.2020 30.06.2020
- Property (non-life) insurance and 123 123 121
Subscription to newspapers
- ongoing projects 0 0 72
- Company Social Benefits Fund 25 0 28
- advance invoices 369 448 305
- property tax 27 0 26
- perpetual usufruct 29 0 29
- other prepayments 3 10 3
Prepayments and accrued income 576 581 584

Note 25. CASH AND CASH EQUIVALENTS
30.06.2021 31.12.2020 30.06.2020

Cash on hand and in bank accounts: 14 572 13196 11 444
on hand 198 196 196
in bank accounts 14 374 13 000 11 248
Cash equivalents 0 0 0
Cash in transit 0 0 0
Overnight deposits 0 0 0
Other cash assets: 0 0 0
Cash on hand and in bank accounts 0 0 0
attributed to discontinued
operations
Total 14 572 13196 11 444

Cash in bank accounts is subject to variable interest rates, which depend 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 needs and bear the relevant interest.

Impairment losses on cash and cash equivalents were determined individually for each balance
related to a particular financial institution. External bank ratings and publicly available information on
default rates for a given rating determined by external agencies were used to assess credit risk. The
analysis indicated that these assets have low credit risk at the reporting date. The Group made use of
the simplification measure allowed by the standard and the impairment loss was determined on the
basis of 12-month credit losses. The calculation of impairment showed an insignificant amount of
impairment loss, therefore the fair value of cash and cash equivalents as at 30 June 2021 is PLN

14,572 thousand (30 June 2020: PLN 11,444 thousand) and is equal to the carrying amount.

Note 26. 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.
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Shares of all series are equally preferred in terms of dividend and return on capital.

Series/issue Type of . . Series /
Type of limitation of Number of Unit value in issue value Type_of . Registration
[EEEEE rights to shares |shares PN at nominal Centiciion date
value
A-series, bearer
and registered - - 600 1 600 cash 09-1998
B-series, registered | 5 votes - 400 1 400 | contribution | 09-1999
C-series, registered - - 46 1 46 cash 09-1999
C-series, registered - - 29 1 29 cash 09-1999
D-series, registered - - 268 1 268 cash 09-1999
E-series, registered - - 236 1 236 cash 08-2000
F-series, registered - - 59 1 59 cash 08-2000
G-series, registered - - 428 1 428 cash 07-2006
I-series, registered - - 1 000 1 1000 cash 03-2007
J-series, registered - - 195 1 195 cash 06-2008
K Share capital - structure as at 30.06.2021
Shareholder Number %sh_are Number % votes
of shares capital of votes

SG Invest Sp. z 0.0./ Grzegorz Siewiera 1004 280 30,80% | 2 604 280 53,58%

Yavin Limited / Piotr Kraska 104 448 3,20% 104 448 2,15%

Inmuebles Polo SL 431 527 13,23% 431 527 8,88%

Rockbridge Towarzystwo Funduszy Inwestycyjnych S.A. 214 586 6,58% 214 586 4,41%

Other Shareholders 1455 436 44,63% | 1455 436 29,94%

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%

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

Note 27. 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 Company 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 28. OTHER RESERVES

In accordance with Resolution No 7/2017 of the Ordinary General Meeting held on 30 June 2017, the
Management Board of LS| 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. LS| 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:
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- 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

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.

Note 29. BANK AND NON-BANK LOANS

30.06.2021 31.12.2020 30.06.2020
Credit facilities 754 941 1242
Total of bank and non-bank loans, 754 941 1242
including:
- long-term 95 339 640
- short-term 659 602 602
Maturity structure of bank and non-bank loans
30.06.2021 31.12.2020 30.06.2020
Short-term credit facilities and loans 659 602 602
Long-term credit facilities and loans 95 339 640
- payable within 1 year — 3 years 95 339 640
- payable within 3 years — 5 years 0 0 0
- payable within more than 5 years 0 0 0
Bank and non-bank loans, total 754 941 1242
Bank and non-bank loans as at 30.06.2021
Name of a bank / a Amount of a Outstanding [Effective Repayment  (Collateral
lender and type of a credit/loan acc. to amount (PLN |interest rate date
loan / a credit facility |agreement (PLN thousand) %
thousand)
mBank . , Contractual joint
SA. - 2000 o | Wibor +bank’s | 5 49 5021 mortgage or{
margin X
overdraft immovable property
. , Contractual joint
inr:\?;srllr(niﬁ.facility 1750 292 W'b%;rg;nk S| 31.01.2022 mortgage on
immovable property
; ) Contractual joint
mBank S.A. — 575 217 | Wibor+bank’s | 31 41 5023 mortgage on
investment facility margin X
immovable property
mBank S.A. 400 137 | Wibor +bank's | 31 3 5022 joromissory note
working capital margin
facility
PFR S.A.
financial 114 114 0,00% 26.06.2023 -
subsidy
TOTAL 4839 754
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Name of a bank / a Amount of a Outstanding  [Effective interest |Repayment (Collateral
lender and type of a  [credit/loan acc. to amount (PLN rate% date
loan / a credit facility |agreement (PLN thousand)
thousand)
mBank S.A. - . ) Contractual joint
overdraft 2000 0 Wlb%;rbiannk S | 26.09.2021 mortgage on
9 immovable property
‘ , Contractual joint
mBank S.A. — Wibor + bank’s
investment facility 1750 467 margin 31.01.2022 _mortgage on
immovable property
; , Contractual joint
m\?tfsqagﬁ?.f;cility 575 268 W'b?;;r biink S | 31.01.2023 |mortgage on
9 immovable property
mBank S.A. 400 206 | Wibor +bank's | 51 35022 promissory note
working capital margin
facility
TOTAL 4725 941
Bank and non-bank loans as at 30.06.2020
Name of abank / a Amount of a Outstanding [Effective Repayment |Collateral
lender and type of a credit/loan acc. to amount (PLN (interest rate % date
loan / a credit facility ~@greement (PLN thousand)
thousand)
mBank S.A. - . , Contractual joint
overdraft 2000 0 W'bcr’;;b;”k S | 26.09.2019 mortgage on
9 immovable property
. , Contractual joint
m\?:}sqléiﬁ?fa_cilit 1750 642 W'b%;rb;nk S| 31.01.2022 mortgage on
y 9 immovable property
. , Contractual joint
mBank S.A. — 575 326 | Wibor +bank’s | 59 41 5053 mortgage on
investment facility margin )
immovable property
mBank S.A. working Wibor + bank’s .
capital facility 400 274 margin 31.03.2022 promissory note
TOTAL 4725 1242
Note 30. LIABILITIES AND OTHER FINANCIAL LIABILITIES
30.06.2021 31.12.2020 30.06.2020
Lease liabilities 2 867 3300 3602
Cash flow hedges 0 0 5
Total financial liabilities 2 867 3300 3607
- long-term 2049 2433 2820
- short-term 818 867 787
Lease liabilities
30.06.2021 31.12.2020 30.06.2020
Short-term lease liabilities 818 867 782
Long-term lease liabilities, including: 2049 2433 2820
- 1 year — 5 years 2049 2433 2820
- over 5 years 0 0 0
Lease liabilities, total 2 867 3300 3602

Note 31. OTHER LONG-TERM LIABILITIES

The item was not recognized.
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Note 32. TRADE LIABILITIES

Trade Liabilities

30.06.2021 31.12.2020 | 30.06.2020

Trade Liabilities 1581 2 816 3322

To associates 0 0 0

To other undertakings 1581 2816 3322

Trade liabilities — past-due structure
Past-due, but recoverable

<90 days 91 - 180 181 - 360 >360

Total Not past-due days days days

30.06.2021 1581 1153 392 0 4 32

To associates 0 0 0 0 0 0

To other 1581 1153 392 0 4 32
undertakings

30.06.2020 3322 1134 992 113 0 1083

To associates 0 0 0 0 0 0

To other
undertakings 3322 1134 992 113 0 1083

Note 33. OTHER LIABILITIES

Other short-term liabilities

30.06.2021 | 31.12.2020 | 30.06.2020
Liabilities due to other taxes, duties, social insurance and other,
except for corporate income tax 1557 1559 2 646
Other liabilities 4 365 4 067 3911
- liabilities to employees on account of remunerations 664 633 515
Company Social Benefits Fund 62 0 0
Liabilities on account of the grant received from PFR S.A. (“Polish 3489 3257 3257
Development Fund”)
- other liabilities 150 177 139
Accruals and deferred income 0 0 0
Other liabilities, total 5922 5626 6 557
Other short-term liabilities — past-due structure
Past-due, but recoverable
<90 days 91 -180 181 - 360 >360
Total Not past-due days days days
30.06.2021 5922 5922 0 0 0 0
To associates 0 0 0 0 0 0
To other 5922 5922
undertakings
30.06.2020 6 557 6 557
To associates 0 0 0 0 0 0
To other 6557 6 557 0 0 0 0
undertakings

Note 34. SOCIAL PROPERTY AND LIABILITIES ASSOCIATED WITH SOCIAL BENEFIT FUND

The Act of 4 March 1994 on the Company Social Benefit Fund, as amended, states that the Social
Benefit 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. 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.
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30.06.2021 31.12.2020 30.06.2020
Surety for loan repayment 500 500 500
Liabilities on account of bank guarantees
granted mainly as security for the
performance of trade or investment contracts 1804 1792 2183
Contingent liabilities 2304 2292 2683

Once again the Issuer has granted a chargeable surety of up to PLN 500 thousand for the renewed
overdraft facility agreement concluded by the subsidiary GiP Sp. z 0.0. with mBank S.A. The Issuer's
annual payment on this account amounted to PLN 8 thousand.

Furthermore, LSI 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

2021

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.

Contingent liabilities arising on guarantees and sureties granted

Guarantee./surety On account |Currency [30.06.2021 | 31.12.2020
granted to: of
Surety for overdraft facility GiP Sp. 2 0.0. Credit PLN 500 500
facility
Performance bond POSIFLEX
TECHNOLOGY INC Guarantee usb 375 375
(_3uz_ar_e_1ntee of payment of AmRest Sp. z 0.0. Guarantee PLN 120 120
liabilities under a lease
agreement
Bank guarantee CaixaBank S.A. Guarantee EUR 57 57

The total value of guarantees and sureties granted by the Group as at 30 June 2021 amounts to PLN

2,304 thousand.

Note 36. PREPAYMENTS AND DEFERRED INCOME

30.06.2021 31.12.2020 30.06.2020
Subsidies 0 0 0
Deferred income 386 304 192
Advance invoices 386 285 192
Other 0 19 0
_Prepaym_ents a_nd Fjeferred 386 304 192
income, including:
- long-term 0 0 0
- short-term 386 304 192

Note 37. PROVISION FOR RETIREMENT AND SIMILAR BENEFITS

30.06.2021 31.12.2020 30.06.2020
Provisions for retirement and 4 4 3
disability benefits
Total, including: 4 4 3
- long-term 2 2 1
- short-term 2 2 2

The Group pays out retirement benefits to retired employees in the amount set forth in the Labor
Code. Accordingly, based on its own valuation, the Group recognizes a provision for the present value

of the retirement benefit liability.
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Note 38. OTHER PROVISIONS

30.06.2021 31.12.2020 30.06.2020
Provision for annual leaves 0 116 0
Provision for costs of court
proceedings 32 32 82
Total, including: 32 148 32
- long-term 0 0 0
- short-term 32 148 32

Change in provisions

Provision for

Other provisions Total
annual leaves
As at 01.01.2021 116 32 148
Recognized during the financial year 0 0 0
Used 116 0 116
Released 0 0 0
As at 30.06.2021, including: 0 32 32
- long-term 0 0 0
- short-term 0 32 32
As at 01.01.2020 88 32 120
Recognized during the financial year 116 0 116
Used 88 0 88
Released 0 0 0
As at 31.12.2020, including: 116 32 148
- long-term 0 0 0
- short-term 116 32 148
As at 01.01.2020 88 32 120
Recognized during the financial year 0 0 0
Used 88 0 88
Released 0 0 0
As at 30.06.2020, including: 0 32 32
- long-term 0 0 0
- short-term 0 32 32

Note 39. OBJECTIVES AND PRINCIPLES OF FINANCIAL RISK MANAGEMENT

Apart from derivative instruments, the main financial instruments used by the Company are bank
loans, finance lease and hire-purchase agreements, cash and short-term deposits. The main purpose
of these financial instruments is to ensure funding for the Group's operations. The Issuer also holds
other financial instruments, such as trade receivables and payables arising directly in connection with
business operations. LSl Software Group also concludes derivative transactions, mainly forward
foreign exchange contracts.

The purpose of these transactions is to manage the currency risk arising from the Company's
operations and from its sources of financing. It is the Group's policy, currently and throughout the
period covered by this report, not to trade in financial instruments, except for placing cash surpluses in
bonds with short maturities and higher interest rates than standard bank deposits. The main risks
arising from the Company's financial instruments include:

- interest rate risk,

- liquidity risk,

- currency risk,

- credit risk.

The Management Board reviews and agrees principles for managing each of these risks - these
principles are briefly discussed below. The Group also monitors market price risk for all financial
instruments it holds.
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Exposure to market risk

. . L Exposure to market risk
Financial assets and liabilities Currency interest rate
30.06.2021 EUR UsD
Loans and receivables 19 993 0
Financial liabilities at fair value through
profit or loss 0 0 3621

Interest rate risk

The exposure of the Group to the interest rate risk relates primarily to long-term financial liabilities
arising from bank loans and lease agreements. The Company manages its interest expense by using
both fixed-rate and variable-rate debt and granting variable-rate loans to other parties to offset the risk

Accordingly, the sensitivity of the statement against interest rate changes is insignificant, as interests
on lease and loans do not exceed PLN 100 thousand per year. Any 10%-change in interest rate would
result in a change in the financial result and equity at the level of PLN 5 thousand.

Foreign exchange risk

The Company is exposed to foreign exchange risk arising from concluded transactions. This risk
arises as a result of the operating entity making sales or purchases in currencies other than its
functional currency.

About 20% of sales transactions concluded by the Company is denominated in currencies other than
the reporting currency of the operating unit making the sale, while more than 80 % of the cost of
acquisition of goods is denominated in the reporting currency. The Company strives to negotiate terms
and conditions of hedging derivatives so that they correspond to the terms and conditions of the
hedged item and thus ensure maximum effectiveness of the hedge. As at 30 June 2021, the Group
has not hedged any purchase transactions in foreign currencies for which there were firm
commitments at the balance sheet date.

Commodity price risk

Because of the significant share of purchases of commercial goods outside the territory of Poland, the
Group is exposed to changes in commodity prices, which may, however, result primarily from the
foreign exchange risk described above. The purpose of commodity price risk management is also to
limit possible losses from changes in commodity prices to an acceptable level by shaping the structure
of balance sheet commodity items. Commodity price risk management is carried out by imposing limits
on the instruments generating commodity price risk, monitoring of their use and reporting the risk
level.

Credit risk

Credit risk is defined as the risk of financial loss to the Group if a counterparty or the other party to a
transaction fails to meet its contractual obligations. Credit risk is primarily associated with receivables
and cash and cash equivalents. The Group's maximum exposure to credit risk corresponds to the
book value of the above financial instruments. The Group strives to enter into transactions exclusively
with reputable companies with good creditworthiness. All clients wishing to use merchant loans are
subject to pre-verification procedures consisting in an internal business interview, which includes the
analysis of, among others:

e contractor's registration documents (legal form, citizenship of representing persons,

entries concerning enforcement proceedings),
e entries in the national debtors' registers,
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e timely compliance with the commitments towards LSI Software S.A. in the ongoing cooperation
with the Client.

In addition, due to ongoing monitoring of receivables, the exposure of the Group to the risk of bad
debts is limited. With regard to other financial assets of the Group, such as cash and cash equivalents,
available-for-sale financial assets and certain derivatives, the Issuer's credit risk arises as a result of
the inability of the other party to repay the amounts due while the maximum exposure to that risk is
disclosed in Note 40.

According to the Management Board, there are currently no significant concentrations of credit risk in
the Group.

Risk associated with liquidity

Group’s companies monitor the risk of a shortage of funds using a recurring liquidity planning tool.
This tool takes into account the maturities of both investments and financial assets (e.g. accounts
receivables, other financial assets) and projected cash flows from operating activities.

The Group's objective is to maintain a balance between continuity and flexibility of financing through
the use of various sources of financing, such as overdrafts, bank loans, financial lease agreements
and hire-purchase agreements.

The table below shows the Company's financial liabilities as at 30 June 2021 by maturity based on

contractual undiscounted payments. The following table also presents the carrying value of the
Company's financial instruments exposed to the interest rate risk, broken down by age categories.

At the request z%;ct’hgs Ergmh‘ito iz From 1 year Over 5 years
to 5 years

30.06.2021 0 4 367 1123 5633
Interest-bearing

loans 150 509 95

Lease agreements 0 205 614 2049

Trade and other

liabilities 0 4014 0 3489 0

Interest rates on floating-rate financial instruments are updated in periods of less than one year.
Interest on fixed-rate financial instruments is fixed throughout the period until the maturity date of
these instruments. Other financial instruments of the Group that are not included in the above tables
do not bear interest and therefore are not subject to interest rate risk.
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Note 40. INFORMATION ON FINANCIAL INSTRUMENTS

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.

Carrying amount Fair value . -
RINANEIA S AU 30.06.2021 | 31.12.2020 | 30.06.2020 | 30.06.2021 | 31.12.2020 | 30.06.2020 Ceiigany if iemel:l msrimems
Trade and other receivables 7 466 7 796 8 865 7 466 7 796 8 865 | Assets measured at amortized cost
Other financial assets ;
(short-term), including: 0 0 0 0 0 0 | Assets measured at amortized cost
- loans granted 0 0 0 0 0 0 | Assets measured at amortized cost
ﬁl"ﬁg d?ﬂg-caSh equivalents, 14 572 13 196 11 444 14 572 13 196 11 444 | Assets measured at amortized cost
- cash 14 572 13 196 11 444 14 572 13 196 11 444 | Assets measured at amortized cost
Carrying amount Fair value . -
AIRPARCEAE BB HVIES 30.06.2021 | 31.12.2020 | 30.06.2020 | 30.06.2021 | 31.12.2020 | 30.06.2020 Crirzzeny ef finzmei s e
Interest-bearing bank 640 041 1242 640 041 1242 Liabilities measured at amortized cost
borrowings, including:
- long-term, at floating interest 38 339 640 38 339 640 Liabilities measured at amortized cost
rate
- overdraft facility 0 0 0 0 0 0 Liabilities measured at amortized cost
- other — short-term 602 602 602 602 602 602 Liabilities measured at amortized cost
Other liabilities (long- 2 049 2 433 2820 2049 2433 2820 Liabilities measured at amortized cost
term), including:
- lease liabilities 2049 2433 2820 2 049 2433 2 g0 | Liabiliies measured at amortized cost
Trade and other liabilities Liabilit dat tized ¢
7503 8 442 10 030 7503 8 442 10 030 | -'apiities measured at amortized cos
Financial liabilities, including: 0 0 5 0 0 5 Habilfes at falr value through profit
- liabilities on account of derivative Liabilities at fair value through profit
instruments valuation 0 0 S 0 0 > or loss
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In the period ended 30.06.2021 there were no transfers between Levels 1, 2 and 3 of the fair value
hierarchy.

Hedges
The Group does not apply hedge accounting.
Note 41. 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 half
of 2021, 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 Parent Company less reserve capital from unrealized net gains.

In presented periods the above ratio remains below the expected range due to the fact that the Group
did not use the available overdraft facilities and in connection with a temporary accumulation of cash
balances as of 30 June 2021 due to the government subsidy received.

30.06.2021 31.12.2020 30.06.2020
Interest-bearing loans 754 941 1242
Trade and other liabilities excluding income
tax liabilities
7503 8 442 9879

Less cash and cash equivalents 14 572 13196 11 444
Net debt -6 315 -3 813 -323
Convertible preference shares 0 0 0
Equity 41 839 39 848 38729
Reserve capital from unrealized

. 0 0 0
net gains
Total equity 41 839 39 848 38729
Net equity and net debt 35524 36 035 38 406
Leverage ratio -18% -11% -1%

Note 42. EMPLOYEE BENEFIT PLANS

The Group did not implement an employee share scheme.




Nota 43. INFORMATION ON ASSOCIATES

The table below presents the total amounts of transactions with associates.
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Sale to Purchases from Receivables from | . Liabilities towards i i =
Associate associates associates associates including past-due associates mCIUd(;Eg past
Ei:ﬁg;ny 30.06.2021| 30.06.2020| 30.06.2021| 30.06.2020| 30.06.2021| 30.06.2020| 30.06.2021| 30.06.2020| 30.06.2021| 30.06.2020| 30.06.2021 30.06.2020
LSI Software S.A. 210 236 2 209 1179 161 114 86 114 466 1450 24 1254
Subsidiary undertakings:
LSI Software s.r.o. 28 14 20 0 0 0 0 0 120 114 106 114
GiP Sp. z 0.0. 1105 892 272 268 444 1420 44 1253 7 0 0
Positive Software
USA LLC 0 116 0 0 0 0 0 1 76 0 0 0
Management Boards of Group’s companies
LSI Software S.A.
Grzegorz Siewiera 886 0 0 0 0 0 0 0 0 0 0 0
Barttomiej Grduszak 96 66 2 2 20 14 0 0 0 0 0 0
Michat Czwojdzinski 114 94 0 0 23 16 0 0 0 0 0 0
Grzegorz Stragk 66 36 2 2 14 7 0 0 0 0 0 0
GiP Sp. zo.0.
Grzegorz Siewiera 0 0 0 0 0 0 0 0 0 0 0 0
Barttomiej Grduszak 0 0 0 0 0 0 0 0 0 0 0 0
Michat Czwojdzinski 0 0 0 0 0 0 0 0 0 0 0 0
LSI Software s.r.o.
Barttomiej Grduszak 0 0 0 0 0 0 0 0 0 0 0 0
Michat Czwojdzinski 0 0 0 0 0 0 0 0 0 0 0 0
Grzegorz Siewiera 0 0 0 0 0 0 0 0 0 0 0 0
Positive Software
USALLC
Grzegorz Siewiera 0 0 0 0 0 0 0 0 0 0 0 0

Group’s Parent Company

LSI Software S.A.

Entity with significant influence over the Group

As at 30 June 2021, SG Invest Sp. z 0.0., in which Mr. Grzegorz Siewiera is the sole shareholder, held 30.80% of ordinary shares in LS| Software S.A. (as at
30 June 2020: 30.67%).
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Affiliated undertaking

As at 30 June 2021, the Group has no affiliated undertakings.
Joint ventures in which the Company is a partner:

As at 30 June 2021 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 half of 2021, there were no agreements to provide loans to members of the Management
Board.

Other transactions with members of the Management Board

In the first half of 2021, the purchase transactions between the Group and members of the
Management Board of the Group were concluded in the total amount of PLN 1.162 thousand (in the
first half of 2020 the value of these transactions amounted to PLN 196 thousand). The subject
transactions concerned the provision of services to LSI Software S.A. and GiP Sp. z 0.0.

Note 44. EMPLOYMENT

Average employment

01.01 -30.06.2021 01.01 -30.06.2020
Management Board 1 1
Administration 11 12
Sales Department 34 37
Production Division 55 61
Other 55 65
TOTAL 156 176
Employment turnover
01.01 -30.06.2021 01.01 -30.06.2020
The number of recruits 25 23
Number of redundant employees 21 41
TOTAL 4 -18

Note 45. CAPITALIZED BORROWING COSTS

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

Note 46. REVENUES RECEIVED SEASONALLY, CYCLICALLY OR OCCASSIONALLY
The Group's business operations are not seasonal or cyclical in nature.

Note 47. COURT PROCEEDINGS

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

Note 48. 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 Dbetween state authorities and businesses, create uncertainties and conflicts.
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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.

Tax settlements may be subject to inspection 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 June
2021, adequate provisions were recognised for identified and quantifiable tax risks.

Note 49. EVENTS AFTER BALANCE SHEET DATE

There were no significant events after the balance sheet date. Until the date of preparation of this
financial statement, there were no events that have not but should have been included in the
accounting books of the reporting period.

Note 50. PARTICIPATION OF SUBSIDIARIES NOT COVERED BY THE CONSOLIDATED FINANCIAL
STATEMENT

As at 30 June 2021, the Group 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
2014-2020 and for the first half of 2021.

Note 51. EXPLANATORY NOTES TO THE CASH FLOW STATEMENT

01.01 -30.06.2021 01.01 -30.06.2020

Depreciation and amortization: 2094 2631
Intangible assets 1474 1973
Fixed tangible assets 620 658
Interest and profit sharing (dividends) consist of: 51 70
interest paid on loans and lease agreements 51 70
F’I’Ofl-t (loss) from investing activities results 11 116
from:
revenues from sale of tangible fixed assets 33 101
net value of tangible fixed assets sold 22 11
revaluation of short-term financial assets 0 26
Change in prov!sions is attributable to the 278 13
following items:
balance sheet change in provisions for liabilities -278 -13
Change in inventory is attributable to the

A . 879 9
following items:
balance sheet change in inventories 879 9
Chang_e in recel.vables is attributable to the 1893 8329
following items:
change in short-term receivables resulting 1893 8 329
from the balance sheet
Change in short-term liabilities, except for
financial liabilities, is attributable to the -5 996 -2 508
following items:
change in short-term liabilities resulting from the
balance sheet -933 -2.307
adjustment for repaid loan -301 0
adjustment for subsidies received -844 0
adjustment for change in liabilities due to acquisition

- ) -429 -201
of tangible fixed assets
The amount of the "other adjustments” item 0 -3257
consists of:
grants and subsidies received 0 -3 257
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01.01 -30.06.2021 01.01 -30.06.2020
Balance sheet cash 14 572 11 444
Foreign exchange differences on balance sheet -42 -143
valuation
Cash assets classified as cash equivalents for
purposes of the cash flow statement 0 0
Total cash and cash equivalents recognized in 14 614 11 587
the cash flow statement
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E.Report of the Management Board on business
activities of the Group

l. Background data

LSI SOFTWARE GROUOP / LSI SOFTWARE JOINT STOCK COMPANY
with its registered office in £6dz (93-120) Przybyszewskiego 176/178 St.

LSI Software S.A. with its registered office in £6dz at 176/178 St. was registered with the National
Court Register kept by the District Court for the City of t6dz (20th Commercial Department of the
National Court Register) under the following number: KRS 0000059150.

The main scope of the Company’s business includes:
e Computer programming activities 62.01 Z

LSISOFT / LSl / PLLSSFT00016
IT
Main Market 5 MINUS

The Group has a perpetual existence.

The financial statement of LS| Software Group and LSI Software S.A. has been prepared for the
period of 1 January 2021 — 30 June 2021. The comparable period: 1 January 2020 — 30 June 2020.

II. A BRIEF DESCRIPTION OF SIGNIFICANT ACHIEVEMENTS OR FAILURES OF THE GROUP
DURING THE FIRST HALF OF 2021, INCLUDING THE LIST OF THE MOST SIGNIFICANT EVENTS
RELATED TO SUCH ACHEIVEMENTS OR FAILURES

In the second quarter of 2021, the Issuer reported a 152% increase in consolidated sales revenues,
which went up from PLN 6,484 thousand after the first quarter of 2021 to PLN 16,341 thousand in the
second quarter. On the other hand, in the whole first half of 2021, the Group generated sales revenues
of PLN 22,825 thousand, i.e. 9% higher than PLN 20,878 thousand reported in the first half of 2020.
The recorded revenue growth was mainly affected by the much wider lifting of restrictions related to
coronavirus and the return of all industries served by the Group to standard operating mode. It is also
important to note the relatively low base of the second quarter of 2020, which saw a lot of restraint
occurring in the market due to the uncertainty about the further course and development of the
pandemic.

The recorded increase in revenues had a positive impact on the growth of margins at all levels of
business operations. In the second quarter of 2021, the company generated an above-average net
profit of PLN 7,346 thousand, which made up for the loss incurred in the first quarter of 2021. Also the
profit generated in the second quarter of 2021 on the EBIT level amounted to PLN 7,364 thousand.

The main factors that positively impacted all levels of profitability in H1 2021 as measured by such
ratios as gross profit margin on sales, EBITDA profit margin, operating profit margin, net profit margin
were:

- lifting of restrictions on business operations, which translated into significant increases in sales
revenues,

- recognition in the second quarter results of the decision to redeem subsidies that increased other
operating income in the amount of PLN 3,142 thousand

- depreciation decreased from PLN 2,631 thousand in the first half of 2020 to PLN 2,094 thousand
after the first half of 2021 in connection with a reduction of expenditure on acquisition of intangible
assets and tangible fixed assets in 2020.

Among the positive achievements of the Issuer in the second quarter of 2021 we may also mention a
significant decrease in the balance of trade goods as compared to the end of the first quarter of 2021,
which decreased from PLN 4,018 thousand to PLN 2,333 thousand, which had a direct impact on
growth of the value of generated cash and improved efficiency of the warehouse and logistics
management of the Group.
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6 months until 30.06.2020

Selected data 6 months until 30.06.2021 (restated data)*) Change
Revenues 22 825 20878 9%
Gross profit/loss on sales 4834 4 446 9%
EBIT 2152 1182 82%
EBITDA (EBIT+Depreciation) 4246 3813 11%
Net profit/loss 1991 1283 55%
Cash 14572 11444 27%

On 8 January 2021 an agreement was concluded between the Issuer and S&T Poland Sp. z 0.0. with
its registered office in Warsaw. The agreement provides for delivery by LS| Software S.A. of the
equipment under a tender procedure concluded by the Ministry of Finance for the supply, by way of
direct operating leasing, of workstation sets for the needs of SPOE KAS distribution network, with the
value of not less than USD 503.4 thousand net, i.e. PLN 1,858,392 as translated at the average
exchange rate of the National Bank of Poland applicable on 8 January 2021. The agreement will be
executed in accordance with the agreed schedule, which provides for its completion in the first half of
2021.
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ﬁ 4 206
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1283

1

ebitDA Cash Revenues from the Net profit (loss)
sales of products,
goods and services

In connection with the reported decrease in revenues, on 3 February 2021, the Issuer concluded a
financial subsidy agreement under Shield 2.0 with PFR S.A. (Polish Development Fund) for the
amount of PLN 3.5 million, which is an aid to compensate for the negative economic consequences
related to COVID-19.

6 months until 30.06.2020

Profitability ratios 6 months until 30.06.2021 (restated data)*) Change
Gross profit margin on sales 21,2% 21,3% -0,1p.p
EBITDA margin 18,6% 18,3% 0,3 p.p
Operating profit margin 9,4% 5,7% 3,7p.p
Net profit margin 8,7% 6,1% 2,6 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

*) Detailed information on the restatement is presented on page 19 of the Notes to the Interim Condensed Consolidated Financial
Statements in Section |l on Changes in Accounting Policies
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Additional information essential for the evaluation of the financial position:

e the value of other operating income includes write-off of subsidies granted by the Polish
Development Fund under Financial Shield 1.0 in the amount of PLN 3,142 thousand,

e there was a material increase in cash from PLN 11,444 thousand as at the end of June

2020 to PLN 14,572 thousand as at the end of the first half of 2021,

e the amount of working capital increased by 10% from PLN 14,097 thousand to PLN

15,547 thousand,

e the level of the Group's indebtedness decreased as well.

Sales revenues quarterly
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Liquidity ratios 30.06.2021 30.06.2020 Change
Working capital 15547 14 097 10%
Current ratio 2,7 2,2 0,5 p.
Quick ratio 2,3 1,7 0,6 p.
Cash ratio 1,6 1,0 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 30.06.2021 30.06.2020 Change
Debt ratio 22,8% 29,4% -6,6 p.p
Debt / Equity 8,7% 12,5% -3,8 p.p
Debt / (Debt + Equity) 8,0% 11,1% -3,1p.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)

1. DESCRIPTION OF FACTORS AND EVENTS, IN PARTICULAR NON-RECURRING ONES, WHICH
HAD A SIGNIFICANT IMPACT ON THE PERFORMANCE IN THE REPORTING PERIOD

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 business
partners. The above circumstances may also affect the Group's financial results in the first half of
2021. The measures taken by the individual countries on the territory of which the Group’s companies
conduct their operations will also significantly affect the level of revenue from foreign sales.

Recommendations and prohibitions introduced by the state authorities in terms of restrictions on
movement and business activities caused a temporary decrease in revenue from the sale of services
and products offered. The financial results achieved in the coming periods will also be affected by:

. duration of the epidemic,

. further administrative restrictions on the functioning of individual countries,
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. restrictions imposed on entrepreneurs,
. the possibility of using aid packages launched by individual countries.

As at the date of publication of this financial statement, all of the Company's departments are
operating on a day-to-day basis and are performing their contractual obligations within specified
deadlines. 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. In business
contacts, remote communication methods are commonly used.

The Group’s Management Board also sees potential risks associated with global reduction or
postponement of investment plans in most of the serviced sectors 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.

LS| 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.

V. 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 Parent Company, 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.

V. ANY FACTORS WHICH IN THE GROUP’S OPINION WILL AFFECT ITS RESULTS IN A PERIOD
COVERING AT LEAST THE NEXT HALF OF THE YEAR

The key element of LS| Software Group's strategy is to provide proprietary 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. At the same time, it should be pointed out that since the beginning of
the coronavirus pandemic, demand for the Group's IT services and products appears weaker than
before the outbreak.

Within these two pillars, the strategic development directions of the LS| Software Group comprise:
. development of foreign sales, with particular emphasis on the markets of North America,
Europe and Asia,
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. development of IT products and services for the cinema sector both on the domestic and
foreign markets,

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

. 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),

. high expenditure on R&D,

. 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. Following its expansion into foreign markets, the Group launched further
large implementation projects in cinema networks operating in Switzerland, Malaysia and the United
States of America. 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 clients. In view of the situation on the labour market and emerging sanitary restrictions,
the Issuer has increased its focus on developing tools aimed at optimisation and automation of
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 to
the Group's offer of new self-service kiosk models designed for various industries. In the opinion of the
Management Board, the Group will record sales growth in this area in subsequent periods due to
strong demand for this type of solutions during and after pandemic.

As for the distribution sales, the agreement concluded on 8 July 2021 between the Issuer and Zabka
Polska Sp. z o.o0. with its registered office in Poznan is worth noting. The agreement provides for
delivery by LSI Software S.A. of equipment with a value not lower than USD 464 thousand net, i.e.
PLN 1,782 thousand translated at the average exchange rate of the National Bank of Poland as at 8
July 2021. The agreement shall be executed according to the concluded schedule, which foresees its
completion by 31 December 2021.

The Hotel and Catering divisions are areas with relatively high uncertainty as to the results to be
achieved in the coming quarters. Both of the above-mentioned sectors are most severely affected by
the pandemic, especially in the case of facilities which generate their income mainly from the
organisation of conferences and larger events, as well as business trips. The situation is noticeably
better when it comes to accommodation facilities, which is directly related to the introduced restrictions
in air traffic and an increase in the number of tourists spending their holidays in Poland. The
Company's Management Board believes that market conditions in the HoReCa industry should
gradually improve in 2021, which is confirmed by the Group's financial results generated in the second
quarter of 2021.

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 may have a negative impact on the operating activity of the
Issuer and the financial results of the Issuer for the subsequent quarters. An important driver of the
Group's future results will be the pace of removing restrictions by the individual countries in which the
Company carries out its business operations.

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 Financial Shield Program launched on 29 April
2020. In June this year, both companies received decisions on redemption of subsidies received from
the Financial Shield 1.0 in the total amount of PLN 3,142 thousand. On 3 February 2021, the Group
concluded a financial subsidy agreement under Shield 2.0 with PFR S.A. (Polish Development Fund)
for the amount of PLN 3,489 thousand. The Company will be eligible for 100% redemption of the
above subsidy, which is expected to happen in the fourth quarter of 2021.




LS| Software Group
interim consolidated financial statement
for the period 01.01 — 30.06.2021 (all amounts are expressed in PLN thousand, unless otherwise

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.

VL. DESCRIPTION OF CHANGES IN THE ORGANIZATION OF THE ISSUER’S GROUP

As at 30 June 2021, 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),

. LSl Software s.r.o. in which LSl 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.

VILI. EXPLANATION OF DIFFERENCES BETWEEN FINANCIAL RESULTS AND PREVIOUSLY

PUBLISHED FORECASTS

The Issuer did not publish financial forecasts for 2021.

VIIL.

TOTAL NUMBER AND VALUE OF SHARES HELD BY MANAGING AND SUPERVISING PERSONS

The table below presents the total number and nominal value of shares held by the managing and
supervising persons as at the date of publication of this report.

Person Number of Number of % of votes at
shares GM
votes
CBESZ?g)orz Siewiera (President of the Management 1004 280 2 604 280 53.58
Michat Czwojdzinski (Member of the Management 30 700 30 700 0.63
Board)
Krzysztof Wolski
(Chairman of the supervisory Board) 1000 1000 0,02
Piotr Kraska
(Vice-Chairman of the supervisory Board) 106 317 106 317 2,19

IX. SHAREHOLDERS HOLDING AT LEAST 5%

HEREOF PUBLICATION

OF THE TOTAL NUMBER OF VOTES AT THE
ISSUER'S GENERAL MEETING OF SHAREHOLDERS AS AT THE DATE OF THE REPORT

To the best of the Company's knowledge as of 29 September 2021.

Shareholder Number %ofs_hare Number % of votes
capital at GM
of shares of votes

SG Invest Sp. z 0.0./ Grzegorz Siewiera 1 004 280 30,80% | 2604 280 53,58%
Yavin Limited / Piotr Kraska 106 317 3,26% 106 317 2,19%
Inmuebles Polo SL 431 527 13,23% 431 527 8,88%
Rockbridge Towarzystwo Funduszy Inwestycyjnych S.A. 214 586 6,58% 214 586 4,41%
Other Shareholders 1 453 567 44,58% | 1453 567 29,90%
LSI Software S.A. (own/treasury shares) 50 485 1,55% 50 485 1,04%
TOTAL 3260 762 100,00% | 4 860 762 100,00%

X.  COURT PROCEEDINGS

No proceedings are pending, the value of which accounts for 10% or more of the Issuer's equity.
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Xl.  INFORMATION ON SIGNIFICANT TRANSACTIONS CONCLUDED BY THE ISSUER OR ITS
SUBSIDIARY UNDERTAKINGS WITH ASSOCIATES ON OTHER THAN ARM’S LENGTHS BASIS

The Issuer concludes purchase / sell transactions with all associates. Transactions are executed on
arm’s lengths basis as applicable to transactions with other undertakings. The detailed description of
transactions is presented in Note 43.

XIl. INFORMATION ON SURETIES AND GUARANTEES GRANTED AND RECEIVED IN A GIVEN
FINANCIAL YEAR, INCLUDING TO AND FROM ASSOCIATES

The Issuer has again granted a surety of up to PLN 500 thousand for the renewed overdraft facility
agreement concluded by the subsidiary GiP Sp. z 0.0. with mBank S.A. The Company's annual fee in
this respect amounted to PLN 8 thousand.

30.06.2021 31.12.2020 30.06.2020
Surety for loan repayment 500 500 500
Liabilities under bank guarantees granted
primarily as security for the performance of
commercial or investment contracts 1804 1792 2183
Total contingent liabilities 2304 2292 2683

Furthermore, LSI Software S.A. granted performance guarantees to the following entities which are
not members of the Group:
e POSIFLEX TECHNOLOGY INC - in the amount of USD 450 thousand valid until 31
December 2021
e 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)
e CaixaBank S.A.- in the amount of EUR 57 thousand with an indefinite expiry date.

Contingent liabilities arising on guarantees and sureties granted

srl;rtzr(]jt?g;/surety Oofn account Currency | 30.06.2021 | 31.12.2020

Surety for overdraft facility GiP Sp. 7 0.0. Credit PLN 500 500
facility

Performance bond POSIFLEX

TECHNOLOGY INC Guarantee USD 375 375
(_Buz_ar_e_mtee of payment of AmRest Sp. z 0.0. Guarantee PLN 120 120
liabilities under a lease
agreement
Bank guarantee CaixaBank S.A. Guarantee EUR 57 57

The total value of guarantees and sureties granted by the Group as at 30 June 2021 amounts to PLN
2,304 thousand.

Lédz, 29 September 2021
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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F. Interim condensed separate financial statement of LSI
Software S.A. for the first half of the year ended 30

June 2021

Selected financial data

in thousands of PLN

01.01.2021 —30.06.2021

01.01.2020 - 30.06.2020

(restated data)?

PLN EUR PLN EUR
PROFIT AND LOSS ACCOUNT
Net revenues from the sales of
products, goods and materials 20 311 4 467 19 343 4 355
Cost of sales 16 631 3657 15 265 3437
Profit (loss) on operating 1257 276 1246 281
activities
Gross profit (loss) 1049 231 1338 301
Net profit (loss) 1102 242 1358 306
Number of participating 3 260 762 3 260 762 3 260 762 3 260 762
interests / shares (in pcs.)
Net profit (loss) per ordinary
share (PLN / EUR) 034 0,07 0,42 0,09
30.06.2021 30.12.2020
STATEMENT OF FINANCIAL POSITION
Fixed assets 31727 7018 31 608 6 849
Current assets 23 068 5103 23 558 5105
Equity 42 740 9454 41 638 9023
Long-term liabilities 2 887 639 3670 795
Short-term 9168 2028 9 858 2136
liabilities
Book value per share (PLN /
EUR) 13,11 2,90 12,77 2,77
01.01.2021 - 30.06.2021 01.01.2020 - 30.06.2020
CASH FLOW STATEMENT
NeF gg\sh flow from operating 270 59 6 875 1548
activities
NeF gg\sh flow from investing 2097 461 2321 523
activities
NeF c.a.\sh flow from financing 2728 600 2138 481
activities

) Detailed information on the restatement is presented in Note 2. of the separate condensed financial statement: “CHANGE OF

ACCOUNTING POLICY”

54



LSI Software Group
Interim condensed consolidated financial statement for the period 01.01 — 30.06.2021
(all amounts are expressed in PLN thousand, unless otherwise indicated)

Separate profit and loss account

01.01-30.06.2020
01.01-30.06.2021 (dane
przeksztatcone))
Sales revenues 20311 19 343
Revenues from sales of products 5537 4883
Revenues from sales of services 4743 5063
Revenues from sales of goods and materials 10 031 9 397
Cost of products, goods and materials sold 16 631 15 265
Manufacturing costs of products and services sold 9 447 8 440
Value of goods and materials sold 7184 6 825
Gross profit (loss) on sales 3680 4078
Other operating income 3052 2 455
Sales costs 3591 2997
General and administrative costs 1738 1404
Other operating costs 146 886
Profit (loss) on operating activities 1257 1246
Financial income 5 171
Financial costs 213 79
Profit (loss) before tax 1049 1338
Income tax -53 -20
Net profit (loss) 1102 1358
Net profit (loss) per share (in PLN) 0,34 0,42
Basic for the financial period 0,34 0,42
Diluted for the financial period 0,34 0,42
Lédz, 29 September 2021
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

) Detailed information on the restatement is presented in Note 2. of the separate condensed financial statement: “CHANGE OF
ACCOUNTING POLICY”
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Separate statement of comprehensive income

01.01-30.06.2021 | 01.01-30.06.2020
Net profit (loss) 1102 1358
Items to be reclassified to profit and loss account in 0 0
subsequent periods
Items that will not be reclassified to the profit and loss account in
subsequent periods 0 0
Total comprehensive income 1102 1358

Lodz, 29 September 2021
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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Statement of financial position

31.12.2020
ASSETS 30.06.2021 (dane
przeksztatcone)”
Fixed assets 31727 31 608
Fixed tangible assets 6 932 7 069
Intangible assets 13 350 12 606
Right-of-use asset 3355 3774
Investments in associates 6 238 6238
Deferred tax assets 1852 1921
Current assets 23 068 23 558
Inventory 2280 3139
Trade receivables 5 896 6 142
Current income tax receivables 493 332
Other receivables 332 721
Prepayments 473 443
Cash and cash equivalents 13594 12 781
TOTAL ASSETS 54 795 55 166
LIABILITIES 30.06.2021 31.12.2020
Equity 42 740 41 638
Share capital 3261 3261
Statutory capital reserve 36 926 33403
Own shares -609 -609
Other reserves 2 060 2 060
Retained profit (loss) 0 0
Financial result of the current period 1102 3523
Long-term liabilities 2887 3670
Credit facilities and loans 38 339
Lease and other financial liabilities 2041 2401
Deferred income tax provision 806 928
Provisions for retirement and similar benefits 2 2
Short-term liabilities 9168 9 858
Credit facilities and loans 602 602
Lease and other financial liabilities 780 830
Trade liabilities 1797 2993
Current income tax liabilities 0 0
Other liabilities 5740 5115
Accruals 215 189
Provisions for retirement and similar benefits 2 2
Other provisions 32 127
TOTAL LIABILITIES 54 795 55 166
Book value per share 13,11 12,77

tédz, 29 September 2021
Signatures of Members of the Management Board:
Grzegorz Siewiera Barttomiej Grduszak

Vice-President of the
Management Board

President of the Management Board

Michat Czwojdziriski 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

7 Detailed information on the restatement is presented in Note 2. of the separate condensed financial statement: “CHANGE OF
ACCOUNTING POLICY”
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Separate statement of changes in equity

Statutor Other . . Financial q
Share capital capitaly Own shares reserves Retalrl'ned profit | ecultof the  |[FAYILY: total
reserve (=) current
period

6 months ended 30.06.2021
Equity as at 1 January 2021 3261 33403 -609 2 060 3523 0 41 638
Changes in accounting policies 0 0 0 0 0 0 0
Corrections of errors in previous periods 0 0 0 0 0 0 0
Equity after corrections 3261 33 403 -609 2 060 3523 0 41 638
Net profit distribution 0 3523 0 0 -3523 0 0
Purchase of own shares 0 0 0 0 0 0 0
Dividend payment 0 0 0 0 0 0 0
Total comprehensive income, including: 0 0 0 0 0 1102 1102
Financial result of the current period 0 0 0 0 0 1102 1102
Other comprehensive income 0 0 0 0 0 0 0
Equity as at 30 June 2021 3261 36 926 -609 2 060 0 1102 42 740

12 months ended 31.12.2020
Equity as at 1 January 2020 3261 27 103 -609 2 060 6 300 0 38115
Changes in accounting policies 0 0 0 0 0 0 0
Corrections of errors in previous periods 0 0 0 0 0 0 0
Equity after corrections 3261 27 103 -609 2060 6 300 0 38 115
Net profit distribution 0 6 300 0 0 -6 300 0 0
Purchase of own shares 0 0 0 0 0 0 0
Dividend payment 0 0 0 0 0 0 0
Total comprehensive income, including: 0 0 0 0 0 3523 3523
Financial result of the current period 0 0 0 0 0 3523 3523
Other comprehensive income 0 0 0 0 0 0 0
Equity as at 31 December 2020 3261 33403 -609 2 060 0 3523 41 638

6 months ended 30.06.2020
Equity as at 1 January 2020 3261 27 103 -609 2 060 6 300 0 38115
Changes in accounting policies 0 0 0 0 0 0 0
Corrections of errors in previous periods 0 0 0 0 0 0 0
Equity after corrections 3261 27 103 -609 2060 6 300 0 38 115
Net profit distribution 0 0 0 0 0 0 0
Purchase of own shares 0 0 0 0 0 0 0
Dividend payment 0 0 0 0 0 0 0
Total comprehensive income, including: 0 0 0 0 0 1358 1358
Financial result of the current period 0 0 0 0 0 1358 1358
Other comprehensive income 0 0 0 0 0 0 0
Equity as at 30 June 2020 3261 27 103 -609 2 060 6 300 1 358 39 473
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Signatures of Members of the Management Board:
Grzegorz Siewiera

President of the Management Board

Michat Czwojdziriski

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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Barttomiej Grduszak

Vice-President of the
Management Board

Grzegorz Strgk

Member of the
Management Board
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LSI Software Group
Interim condensed consolidated financial statement for the period 01.01 — 30.06.2021
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01.01 - 01.01 - 01.01 -
30.06.2021 | 31.12.2020 | 30.06.2020
OPERATING ACTIVITIES
Profit (loss) before tax 1049 2931 1338
Total adjustments -617 6 927 5733
Amortisation and depreciation 1918 4217 2378
Foreign exchange gains/losses 89 -68 -1
Interests and share in profits (dividends) 50 -914 69
Profit / loss on investing activities -11 -124 -87
Change in reserves -217 97 2
Change in inventory 859 1450 85
Change in receivables 474 7420 6 470
Change in liabilities excluding bank and non-bank and loans -4 060 -5518 -291
Change in other assets 281 367 -46
Other adjustments arising in connection with operating activities 0 0 -2 846
Cash on operating activities 432 9 858 7071
Interests paid 0 0 0
Income tax (paid) / reimbursed -162 -498 -196
A. Net cash flow from operating activities 270 9 360 6 875
INVESTING ACTIVITIES
Inflows 33 1214 98
Disposal of intangible assets and fixed tangible assets 33 151 72
Disposal of investments in immovable property 0 0 0
Disposal of financial assets 0 0 0
Other investment inflows 0 1063 26
Outflows 0 0 0
Acquisition of intangible assets and fixed tangible assets 2130 3738 2419
Acquisition of investments in immovable property 2130 3437 2419
Acquisition of financial assets 0 0 0
Other investment outflows 0 301 0
B. Net cash flow from investing activities 0 0 0
Inflows -2 097 -2 524 -2 321
FINANCING ACTIVITIES
Inflows 3489 2 846 2 846
Net inflows from issues of shares and other equity instruments and 0 0 0
from capital contributions
Bank and non-bank loans 0 0 0
Issue of debt securities 0 0 0
Other financial inflows 3489 2 846 2 846
Outflows 761 1423 708
Acquisition of own shares 0 0 0
Dividends and other payments to owners 0 0 0
Profit distributions other than payments to owners 0 0 0
Repayment of bank and non-bank loans 301 452 151
Redemption of debt securities 0 0 0
For other financial liabilities 0 0 0
Financial lease payments 410 843 488
Interests 50 128 69
Other financial outflows 0 0 0
C. Net cash flow from financing activities 2728 1423 2138
D. Total net cash flow (A +B + C) 901 8 259 6 692
E. Balance sheet change in cash, including: 812 8 327 6 693
— Change in cash due to foreign exchange differences -89 68 1
F. Cash at the beginning of the period 12 781 4522 4522
G. Cash at the end of period (F + D) 13682 12 781 11214
Lodz, 29 September 2021
Signatures of Members of the Management Board:
Grzegorz Siewiera Barttomiej Grduszak
President of the Vice-President of the Management Board

Management Board
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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 Gorski

Vice-President of the Chief Accountant
Management Board
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G.Explanatory notes to the condensed interim
separate financial statement for the first half of
2021

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 for the first half of 2021 approved for publication by the
Management Board and published on the same day as the condensed separate financial statement
and in conjunction with the separate and consolidated financial statements for the year 2020 in order
to obtain full information on the financial position of LSI Software Group as at 30 June 2021 and on the
financial results for the period from 1 January to 31 June 2021 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 June 2021 for the
statement of financial position, data for the period from 1 January 2021 to 30 June 2021 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 June 2020 and 31 December 2020 for the
statement of financial position for the period from 1 January 2020 to 30 June 2020 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 2020 to 31 December 2020 for the statement of changes in
equity.

The condensed interim separate financial statement for the period of six months ended 30 June 2021
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. None of the published but not effective standards and standard interpretations as of 30
June 2021, 30 June 2020 and 31 December 2020 have been applied in preparing this financial
statement.

Note 2. CHANGES IN ACCOUNTING POLICY

In the financial statement hereof, the Company has decided to introduce changes to the presentation
in the profit and loss account and the statement of financial position.

In the separate profit and loss account the presentation of the costs of the sales department
employees was changed and moved from Cost of products and services sold to Cost of sales. In the
Company's opinion, such presentation better reflects the specific nature of these employees' work,
who are not involved at the product/system development stage.
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In the statement of financial position, changes were introduced to the presentation of a portion of
assets used under lease agreements, which were moved from Tangible fixed assets to Rights-of-use
assets. In the Company's opinion, presentation of all rights-of-use assets in one line of the statement

gives a clearer and more complete picture of the Company's assets.

The impact of changes on the comparative data is presented in the tables below

Separate profit and loss account

LSI Software Group

01.01- 01.01-
30.06.2020 Change oonz
(initial data)
Sales revenues 19 343 0 19 343
Revenues from sales of products 4883 0 4883
Revenues from sales of services 5063 0 5063
Revenues from sales of goods and materials 9 397 0 9 397
ggl_:,jt of products, goods and materials 17 840 2575 15 265
Manufacturing costs of products and services sold 11 015 -2 575 8 440
Value of goods and materials sold 6 825 0 6 825
Gross profit (loss) on sales 1503 2575 4078
Other operating income 2 455 0 2 455
Sales costs 422 2575 2997
General and administrative costs 1404 0 1404
Other operating costs 886 0 886
Profit (loss) on operating activities 1246 0 1246
Financial income 171 0 171
Financial costs 79 0 79
Profit (loss) before tax 1338 0 1338
Income tax -20 0 -20
Net profit (loss) 1358 0 1358
Net profit (loss) per share (in PLN) 0,42 0 0,42
Basic for the financial period 0,42 0 0,42
Diluted for the financial period 0,42 0 0,42
Statement of financial position

31.12.2020

ASSETS 3(|]r-1|il;§lggt§)0 Change (restated data)
Fixed assets 31 608 0 31 608
Fixed tangible assets 8714 -1 645 7 069
Intangible assets 12 606 0 12 606
Right-of-use asset 2129 1645 3774
Investments in associates 6 238 0 6238
Deferred tax assets 1921 0 1921
Current assets 23 558 0 23 558
Inventory 3139 0 3139
Trade receivables 6 142 0 6 142
Current income tax receivables 332 0 332
Other receivables 721 0 721
Prepayments 443 0 443
Cash and cash equivalents 12 781 0 12 781
TOTAL ASSETS 55 166 0 55 166

Note 3. INVESTMENTS IN SUBSIDIARY UNDERTAKINGS
30.06.2021 31.12.2020 30.06.2020
GiP Sp. z 0.0. 4954 4954 4653
LSI Software s.r.o. 539 539 539
Positive Software USA LLC 745 745 745
Investme_nts in subsidiary 6 238 6 238 5937
undertakings

Interim condensed consolidated financial statement for the period 01.01 — 30.06.2021
(all amounts are expressed in PLN thousand, unless otherwise indicated)

63



LSI Software Group
Interim condensed consolidated financial statement for the period 01.01 — 30.06.2021
(all amounts are expressed in PLN thousand, unless otherwise indicated)

In connection with the loss of control and discontinuance of operations by BluePocket S.A., the Issuer
recognized an impairment loss in 2014 for the full carrying value of shares in this company and,
accordingly, the table above does not include the investment in BluePocket S.A.

01.01 -30.06.2021 | 01.01 -30.06.2020
Opening balance 6 238 5937
Increases during the reporting period, on account of: 0 0
- business combinations 0 0
- acquisition of an entity — increase of share capital in 0 0
LSI Software s.r.o.
Decreases during the reporting period, on account of: 0 0
- sale of a subsidiary undertaking 0 0
Closing balance 6 238 5937

Note 4. ADDITIONAL INFORMATION CONCERNING THE SEPARATE FINANCIAL STATEMENT OF LSI
SOFTWARE S.A.

Changes in impairments and provisions in the interim condensed separate financial statement for the
period from 1 January to 30 June 2021 are set out below:

- PLN 42 thousand — recognition of impairment loss on receivables,

- PLN 95 thousand - release of provision for annual leaves.

Note 5. PO INCOME TAX AND DEFERRED INCOME TAX

Deferred tax recognized in the profit and loss account shall be recognized as the difference between
deferred tax liabilities and deferred tax assets at the end and the beginning of the reporting period.

INCOME TAX DISCLOSED IN THE PROFIT AND 01.01 - 30.06.2021 01.01 - 30.06.2020
LOSS ACCOUNT
Current income tax 0 0
Relating to the financial year 0 0
Deferred income tax -53 -20
Related to the recognition and reversal of
, -53 -20

temporary differences
Tax burden disclosed in the consolidated income 53 20
statement B B

DEDUCTIBLE TEMPORARY
DIFFERENCES BEING THE BASIS i

COR RECOGNITION OF 31122020 | '"Creases decreases | 44 96,2021

DEFERRED INCOME TAX ASSET
Provision for jubilee awards and

- ) 4 0 0 4
retirement benefits
Accr_u_ed employee holiday 95 0 95 0
provision
Other provisions 0 0 0 0
Right-of-use asset liabilities 39231 0 410 2821
Outstanding costs of business trips 0 2 0 2
Foreign exchange losses 59 107 0 166
Remunerations and social
insurance payable in the 328 28 0 356
subsequent periods
!mpawment_l_oss on shares 2305 2 0 2307
in other entities
Impairment loss on inventory 235 0 0 235
Impairment loss on receivables 25 5 0 30
R&D and other tax reliefs 3828 0 0 3828
Total negative 10 111 144 505 9749
temporary differences
tax rate 19% 19% 19% 19%
Deferred income tax assets 1921 27 9% 1852
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The current income tax was set at a rate of 19% for the income tax base

TAXABLE TEMPORARY
DIFFERENCES BEING THE increases decreases
BASIS FOR DEFERRED 31.12.2020 30.06.2021
INCOME TAX PROVISION
RECOGNITION
Valuation of the right to use 3773 0 418 3355
assets
Revaluation of immovable property 475 0 6 469
Accrued interest 282 1 0 283
Foreign exchange gains 205 0 134 71
Unpaid sales invoices 149 0 83 66
Taxable temporary 4883 1 641 4244
differences, total
Tax rate 19% 19% 19% 19%
Deferred tax provision at the 928 0 122 806
end of reporting period

Note 6. BUSINESS COMBINATIONS

In the period from 1 January to 30 June 2021, there were no mergers between the Company and any
other entity.

Note 7.  TRADE AND OTHER RECEIVABLES

30.06.2021 31.12.2020 30.06.2020
Trade receivables 5 896 6 142 7271
- from associates 161 371 117
- from other undertakings 5735 5771 7 154
Impairment (positive value) 658 646 2080
Trade receivables - gross 6 554 6 788 9351

30.06.2021 31.12.2020 30.06.2020
Other receivables, including: 332 721 873
- from associates 0 0 0
- from other undertakings 332 721 873
Impairment 0 0 0
Other receivables - gross 332 721 873

Note 8. INFORMATION ON SIGNIFICANT TRANSACTIONS INVOLVING THE PURCHASE AND SALE OF
TANGIBLE FIXED ASSETS

In the period from 1.01. to 30.06.2021, the Issuer did not make any material acquisition or disposal of
tangible fixed assets.

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

As at 30 June 2021, there are no liabilities in respect of the acquisition of tangible fixed assets other
than liabilities under existing lease agreements.

Note 10. INDICATION OF CORRECTIONS OF PREVIOUS PERIOD ERRORS

Corrections of prior periods' errors were not recorded.
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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

During the period covered by this financial report, there were no changes in the Issuer's economic
situation or operating conditions that would affect the fair value of financial assets and financial
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.

Lédz, 29 September 2021
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 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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