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THE CAPITAL GROUP OF GRUPA KETY S.A.

SELECTED FINANCIAL DATA

Data referring to the condensed consolidated financial statements in accordance with IFRS

ITEMS OF THE STATEMENTS OF PROFIT OR LOSS, COMPREHENSIVE PLN ‘000 EUR ‘000
INCOME, AND CASH FLOWS 1 H 2020 1 H 2019 1 H 2020 1 H 2019
Net sales revenue 1,716,750 1,610,695 386,542 375,628
Profit on operating activities 259,943 178,256 58,529 41,571
Profit before tax 245,863 166,394 55,358 38,805
Net profit 204,454 133,991 46,035 31,248
Net profit (loss) attributable to owners of the parent 204,267 133,733 45,993 31,188
Total net income (loss) 200,159 137,409 45,068 32,045
Total net income (loss) attributable to owners of the parent 199,972 137,151 45,026 31,985
Net cash flow from operating activities 326,697 260,640 73,559 60,784
Net cash flow from investing activities (72,165) (144,442) (16,249) (33,685)
Net cash flow from financing activities (205,390) (15,307) (46,245) (3,570)
Total net cash flows 49,142 100,891 11,065 23,529
Net earnings per share attributable to owners of the parent (in PLN/EUR) 21.32 14.01 4.80 3.27
Diluted net earnings per share attributable to owners of the parent (in PLN/EUR) 21.30 13.97 4.80 3.26
BALANCE SHEET ITEMS 30.06.2020 31.12.2019 30.06.2020 31.12.2019
Total assets 2,859,050 2,775,586 640,181 651,776
Liabilities and provisions for liabilities 1,177,232 1,299,449 263,599 305,142
Long-term liabilities 502,957 559,781 112,619 131,450
Short-term liabilities 674,275 739,668 150,980 173,692
Equity attributable to owners of the parent 1,680,299 1,474,805 376,242 346,320
Share capital 67,854 67,825 15,193 15,927
Number of shares 9,594,497 9,569,947 9,594,497 9,569,947
Book value per share (in PLN/EUR) 175.13 154.11 39.21 36.19
Diluted book value per share (in PLN/EUR) 174.94 153.93 39.17 36.15
Data referring to the quarterly financial disclosure of Grupa Kety S.A.
ITEMS OF THE STATEMENTS OF PROFIT OR LOSS, COMPREHENSIVE PLN ‘000 EUR ‘000
INCOME, AND CASH FLOWS 1 H 2020 1 H 2019 I H 2020 I H 2019
Net sales revenue 581,917 597,512 131,024 139,345
Profit on operating activities 134,092 196,246 30,192 45,766
Gross profit 128,359 192,251 28,901 44,835
Net profit 124,263 189,506 27,979 44,194
Net comprehensive income 121,097 190,988 27,266 44,540
Net cash flow from operating activities 115,791 38,626 26,071 9,008
Net cash flow from investing activities (27,709) (40,012) (6,239) (9,331)
Net cash flow from financing activities (50,898) 2,656 (11,460) 619
Total net cash flows 37,184 1,270 8,372 296
Earnings per share (in PLN/EUR) 12.97 19.85 2.92 4.63
Diluted earnings per share (in PLN/EUR) 12.96 19.80 2.92 4.62
BALANCE SHEET ITEMS 30.06.2020 31.12.2019 30.06.2020 31.12.2019
Total assets 1,265,730 1,167,525 283,415 274,163
Liabilities and provisions for liabilities 464,734 493,443 104,060 115,872
Long-term liabilities 217,843 272,099 48,778 63,896
Short-term liabilities 246,891 221,344 55,282 51,977
Equity 800,996 674,082 179,354 158,291
Share capital 67,854 67,825 15,193 15,927
Number of shares 9,594,497 9,569,947 9,594,497 9,569,947
Book value per share (in PLN/EUR) 83.48 70.44 18.69 16.54
Diluted book value per share (in PLN/EUR) 83.39 70.36 18.67 16.52

The above financial figures for the first half of 2020 and the first half of 2019 were translated into EUR as follows:
- assets and liabilities — at the mean exchange rate of the National Bank of Poland (NBP) as at 30 June 2020 — 4.4660 PLN/EUR, and as at 31 December 2019 — PLN 4.2585

PLN/EUR;

- the items of the statements of profit or loss, comprehensive income, and cash flows — at the exchange rate being the arithmetic mean of the exchange rates of the NBP for the

last two days of each month: 1 H 2020 — 4.4413 PLN/EUR, and 1 H 2019 — 4.2880 PLN/EUR.
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THE FIRST HALF OF 2020, ENDED ON 30 JUNE 2020, PREPARED IN
ACCORDANCE WITH IAS 34

(PLN “000)
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THE CAPITAL GROUP OF GRUPA KETY S.A.

(PLN “000)

|. INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Note Q.2, 2020 1 H 2020 Q.2, 2019 1 H 2019
(restated) (restated)
Total operating revenue, including: 892,747 1,723,868 835,426 1,616,,337
Revenue from contracts with customers 8 887,799 1,716,750 831,810 1,610,695
- including from sales to associates 611 474 0 32
Other operating revenue 4,948 7,118 3,616 5,642
Share in net profit of entities accounted
for using the equity method (642) (387) 173 384
Change in the level of product inventories
and work in progress (1,063) 7,965 (12,784) (21,564)
Cost of manufacturing of products for
own needs 4,267 7,285 4,073 6,613
Total operating costs, including: (743,767) (1,478,788) (725,252) (1,423,514)
Depreciation (35,820) (73,011) (33,862) (67,313)
Materials and energy, and the value of
trade goods and materials sold (518,694) (1,027,459) (504,456) (992,237)
Third-party services (60,317) (119,169) (60,993) (116,718)
Taxes and fees (4,553) (8,767) (4,416) (7,828)
Employee benefits (117,755) (237,325) (112,708) (224,959)
Revaluation of financial assets IFRS 9 (1,086) (1,948) (637) (608)
Other operating costs (5,542) (11,109) (8,180) (13,851)
Profit on operating activities 151,542 259,943 101,636 178,256
Financial revenue 504 926 (24) 422
Finance costs (8,773) (15,006) (6,985) (12,284)
Profit before tax 143,273 245,863 94,627 166,394
Income tax 11 (22,159) (41,409) (18,762) (32,403)
Net profit on continued operations 121,114 204,454 75,865 133,991
Attributable to non-controlling interests 152 187 81 258
Attributable to owners of the parent 120,962 204,267 75,784 133,733
Earnings per share attributable to owners of
the parent (PLN) 36
Basic 12.62 21.32 7.94 14.01
Diluted 12.61 21.30 7.92 13.97

In the presented periods, the Group did not discontinue any operations.
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THE CAPITAL GROUP OF GRUPA KETY S.A. (PLN “000)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE
INCOME

Q.2,2020 I H 2020 Q.2,2019 I H 2019
(restated) (restated)
Net profit for the period 121,114 204,454 75,865 133,991
Other comprehensive income recognised in profit or loss 4,883 (4,295) (4,779) 3,418
Cumulative translation adjustment for related parties (1,784) 335 (886) (19)
Valuation of cash flow hedging instruments 9,404 (4,301) (4,396) 4,540
Result on cash flow hedging transactions (938) (1,146) (371) (279)
Income tax related to other comprehensive income
recognised in profit or loss (1,799) 817 874 (824)
Comprehensive income for the period 125,997 200,159 71,086 137,409
Comprehensive income attributable to:
Non-controlling interests 152 187 81 258
Owners of the parent 125,845 199,972 71,005 137,151
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THE CAPITAL GROUP OF GRUPA KETY S.A. (PLN °000)
INTERIM CONDENSED CONSOLIDATED BALANCE SHEET
ASSETS Note 30.06.2020 31.12.2013
(restated)
I. Non-current assets 1,651,010 1,677,409
Property, plant and equipment 1,424,573 1,436,057
Right-of-use assets 44,958 44,587
Intangible assets 35,677 37,244
Goodwill 19,979 19,867
Investment properties 4,001 3,315
Interests in associates 3,926 4,978
Long-term receivables 2,211 5,930
Advance payments for the purchase of property, plant 9,004 10,329
and equipment
Deferred tax assets 106,681 115,102
I1. Current assets 1,208,040 1,098,177
Inventories 16 457,754 448,810
Income tax receivables 1,778 1,929
Trade and other receivables 14 590,764 537,151
Contractual assets 15 2,290 3,899
Short-term investments 38 90
Derivative financial instruments 32 2,682 2,706
Cash and cash equivalents 9 152,734 103,592
Total assets 2,859,050 2,775,586
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THE CAPITAL GROUP OF GRUPA KETY S.A.

(PLN “000)

INTERIM CONDENSED CONSOLIDATED BALANCE SHEET (CONTINUED)

EQUITY/LIABILITIES Note 30.06.2020 31.12.2019
(restated)

I. Equity 1,681,818 1,476,137
Share capital 67,854 67,825
Share premium 39,628 38,018
Non-registered capital from the issue of shares 3,864 0
Capital from share based payments 26,707 26,392
Result on cash flow hedging transactions (1,449) (303)
Capital from the revaluation of hedging instruments (2,579) 905
Retained earnings 1,573,840 1,369,869
Cumulative translation adjustment for foreign companies (27,566) (27,901)
Equity attributable to owners of the parent 1,680,299 1,474,805
Equity attributable to non-controlling interests 1,519 1,332

I1. Long-term liabilities 502,957 559,781
Liabilities related to loans 18 380,576 437,360
Lease liabilities 19 22,128 21,419
Other liabilities 22.1 1,342 1,310
Provisions 17 499 721
Provisions for employee benefits 17,913 16,807
Deferred income 36,404 36,731
Deferred tax liability 44,095 45,433

I11. Short-term liabilities 674,275 739,668
Liabilities related to loans 18 232,461 369,583
Lease liabilities 19 3,306 4,015
Income tax payables 15,031 14,101
Trade payables and other liabilities 22.2 357,031 294,749
Contractual liabilities 22.3 15,850 13,037
Provisions and accruals 17 41,681 40,250
Derivative financial instruments 32 5,872 1,722
Deferred income 3,043 2,211

Total equity/liabilities 2,859,050 2,775,586
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THE CAPITAL GROUP OF GRUPA KETY S.A.

(PLN “000)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Non-registered capital from the issue of shares

Capital from share based payments

Result on cash flow hedging transactions

Capital from the revaluation of hedging instruments

ICumulative translation adjustment for subsidiaries

Equity attributable to owners of the parent
Equity attributable to non-controlling interests

(%2}
2
I £
= 2 % 2
5 5 o E
8 s g5 g
@ @ £ =
< I % 2
Present year & % o E
Equity as at 31.12.2019
67,825 38,018 0 26,392 (303) 905 1,369,869 (27,901) 1,474,805 1,332 1,476,137
(restated)
Comprehensive income for the
. 0 0 0 0 (1,146) (3,484) 204,267 335 199,972 187 200,159
period:
Net profit for the period 0 0 0 0 0 0 204,267 0 204,267 187 204,454
Other comprehensive income 0 0 0 0 (1L146)  (3.484) 0 335 (4,295) 0 (4,295)
Valuation of share based
0 0 0 315 0 0 0 0 315 0 315
payments
Dividends 0 0 0 0 0 0 (296) 0 (296) 0 (296)
Issue of shares 29 1,610 3864 0 0 0 0 0 5,503 0 5,503
Equity as at 67,854 39,628 3,864 26,707  (1,449) (2,579) 1,573,840 (27,566) 1,680,299 1519 1,681,818
30.06. 2020
Previous year
Equity as at 31.12.2018
67,763 33,900 0 24,322 (531) (7,365) 1,305,735 (30,414) 1,393,410 791 1,394,201
(restated)
Comprehensive income for the 0 0 0 0 (279) 3,716 133,733 (19) 137,151 258 137,409
period:
Net profit for the period 0 0 0 0 0 0 133,733 0 133,733 258 133,991
Other comprehensive income 0 0 0 0 (279) 3,716 0 (19) 3,418 0 3,418
Valuation of share based 0 0 0 855 0 0 0 0 855 0 855
payments
Dividends 0 0 0 0 0 0 (229,491) 0 (229,491) 0 (229,491)
Issue of shares 0 0 2130 0 0 0 0 0 2,130 0 2,130
Equity as at 30.06.2019
(restated) 67,763 33,900 2,130 25,177 (810) (3,649) 1,209,977 (30,433) 1,304,055 1,049 1,305,104
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THE CAPITAL GROUP OF GRUPA KETY S.A.

(PLN “000)

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Q.2,2020 1H2020 Q.2,2019  |H 2019
(restated) (restated)
Cash flow from operating activities
Profit before tax 143,273 245,863 94,627 166,394
Adjustments: 39,557 88,583 35,110 75,727
Share in net profit of entities accounted for using the equity method 642 387 173) (384)
Dividends from associates 905 905 0 0
Depreciation 35,820 73,011 33,862 67,313
Recognition/(reversal) of write-downs (139) (261) (60) 0
Net profit from currency translation differences (1,601) 5,307 (110) 308
(Profit)/loss from sales of property, plant and equipment (126) (204) (167) (331)
Interest 4,592 9,407 1,779 8,045
Proceeds/(expenses) related to hedging instruments recognised in equity (938) (1,146) (371) (279)
Costs of share based payments 128 315 428 855
Other items (net) 274 862 (78) 200
;a;ﬂ;llc;vr\]/dfrt'cé;n;;;r;a;tri]?g activities before the change of working 182,830 334,446 129737 242,121
Change in inventories (1,180) (8,944) 18,500 42,446
Change in net receivables 49,830 (48,285) 7,360 (63,701)
Change in short-term liabilities, except for loans and leases (1,105) 78,777 6,246 72,447
Change in provisions (1,727) 2,315 (8,293) (3,957)
Change in deferred income 961 505 (158) 64
Cash flow from operating activities before tax 229,609 358,814 153,392 289,420
Tax paid (20,256) (32,117) (15,903) (28,780)
Net cash from operating activities 209,353 326,697 137,489 260,640
Cash flow from investing activities
(+) Proceeds: 128 724 269 935
Sales of intangible assets, and property, plant and equipment 128 724 269 935
(-) Expenses: (30,041) (72,889) (92,279)  (145,377)
Acquisition of intangible assets, and property, plant and equipment (30,041) (72,889) (92,279) (145,377)
Net cash from investing activities (29,913) (72,165) (92,010) (144,442)
Cash flow from financing activities
(+) Proceeds: 175,245 225,047 69,415 149,823
Issue of shares 3,864 5,504 2,130 2,130
Proceeds from loans and borrowings 171,381 219,543 67,285 147,693
(-) Expenses: (365,082) (430,437) (71,798) (165,130)
Dividends to non-controlling interests 4) (296) 0 (400)
Repayment of loans and borrowings (358,374) (418,662) (66,433) (154,716)
Payment of lease liabilities (1,256) (2,422) (855) (2,070)
Interest on loans and borrowings (5,448) (9,057) (4,510) (7,944)
Net cash from financing activities (189,837) (205,390) (2,383) (15,307)
Total net cash flows: (10,397) 49,142 43,096 100,891
Cash and cash equivalents at the beginning of the period 163,131 103,592 158,476 100,681
Cash and cash equivalents at the end of the period 152,734 152,734 201,572 201,572
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THE CAPITAL GROUP OF GRUPA KETY S.A. (PLN <000)

SUPPLEMENTARY INFORMATION AND EXPLANATORY NOTES

1. General information

These interim condensed consolidated financial statements of Grupa Kety S.A. cover the period of 6 months of
2020 ended on 30 June 2020 and provide comparative data for the period of 6 months of 2019 ended on 30 June
2019 as well as the figures as at 31 December 2019. The statements comprise also the data for Q.2, 2020 and
Q.2, 2019.

The above figures have not been audited by a statutory auditor. The statements for the first half of the year were
reviewed by a statutory auditor, and the review report is published together with these statements.

The Grupa Kety S.A. Capital Group (‘the Group’, ‘Grupa KETY’, ‘the Capital Group’) comprises the parent
company, namely Grupa Kety S.A. (‘the parent company’, ‘the parent’, ‘the Company’), and its subsidiaries (see
note 2).

Grupa Kety S.A. is a company incorporated in Poland, with its registered office in Kety, ul. Kosciuszki 111,
entered into the National Court Register (KRS) under the number KRS 0000121845, using the tax identification
number (NIP): 549-000-14-68 and statistical number (REGON): 070614970. Grupa Kety S.A. is also registered
in the products and packaging database and in the waste management database under the number BDO
000007710.

The shares of Grupa Kety S.A. are quoted at Warsaw Stock Exchange and identified with the ISIN
PLKETY000011 code.

The lifetime of the parent company as well as of the Capital Group companies is unlimited.

The core business of the Group includes manufacturing, trade and the services related to:

e processing of aluminium and its alloys;

e aluminium fagade systems, window-and-door systems, special systems (fire-resistant doors and
partition walls, smoke-resistant partitions), roller-shutter systems and roll-up gates for the construction
industry;

e manufacturing of plastic and paper packaging materials.

In addition, the Group is involved in the provision of speciality construction services associated with the
preparation and installation of aluminium systems, trade intermediation, supplies, marketing and other activities.

As at the date of approving these statements for publication, the parent company Management Board consisted
of:

1. Mr Dariusz Manko — President of the Management Board/CEO,

2. Mr Rafat Warpechowski — Member of the Management Board/CFO

3. Mr Piotr Wysocki — Member of the Management Board/Vice CEO,

4. Mr Tomasz Grela — Member of the Management Board.

In the period from 1 January 2020 to the date of these statements publication there were no changes in the
membership of the parent company Management Board.

2. Group composition

The Group consists of Grupa Kety S.A. and the following subsidiaries:

Percentage of  Percentage of
g 9 Date of

Registered . share capital  share capital Operatin
Company name ol . Core business Parent’s name Pl P! control perating
office as at as at take-over segment
30.06.2020 31.12.2019
Borodianka Production
Alupol LLC Ukraine ' Production of Aluform Sp. z 0.0 100.00% 100.00% 12/2004 EPS
aluminium profiles
Production and trade
Aluform Sp. zo.0. Tychy, Poland services Grupa Kety S.A. 100.00% 100.00% 06/2009 EPS
G Kety Itali C ial
rupa REy Mala  ppian, ttaty -OTMereH GrupaKety S.A.  100.00% 100.00%  05/2014 EPS
SRL intermediation
Slovenska
Aluminium Ket P i f
uMINILM BEY Bistrica, rocessing of Aluform Sp.z0.0  100.00% 100.00%  06/2016 EPS
EMMI d.o.o0. Slovenia aluminium profiles
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Aluminium Kety
Deutschland Dortmund, Trade _ Aluform Sp. 0.0 100.00% 100.00%  06/2016 EPS
Germany and marketing services
GmbH
Aluminium Ket Ostrava, Trade and marketin
vl Y Czech e 9  AwformSp.zoo  100.00% 100.00%  07/2017 EPS
o Republic
Sales of aluminium
. . fagade systems
Bielsko-Biat
Aluprof S.A. P('j:n do "% and roller shutters for ~ GrupaKety S.A.  100.00% 100.00%  06/1998 ASS
the construction
industry
Al fH Dunakeszi, Sales of alumini
K;pm ungary HE:Z;;Z' S;Sf;::s aluminium Aluprof S.A. 100.00% 100.00%  07/2000 ASS
Aluprof Schwanewede, Sales of aluminium
Deutschland German ' svstems Aluprof S.A. 100.00% 100.00% 02/2005 ASS
GmbH y y
Aluprof System  Bucharest,  Sales of aluminium Aluprof S.A. 100.00% 10000%  05/2005 ASS
Romania SRL Romania systems
Ostrava, .
é'zizr:ozsryjtem Czech ssaslteesn?sf aluminium Aluprof S.A. 100.00% 100.00%  05/2005 ASS
o Republic 4
Aluprof UK Ltd. 'S'}i”mham' f;slfsni aluminium Aluprof S.A. 100.00% 100.00%  05/2006 ASS
ROMB S.A. Ziotbw, Production and Aluprof S.A. 100.00% 10000%  04/2007 ASS
Poland provision of services
Al f Syst les of alumini
Uk“rzirsa ?: Ze':; . Kiev, Ukraine SS;;;:S aluminium Aluprof S.A. 100.00% 100.00% 11/2009 ASS
Aluprof Serwis Bielsko-Biata, Scientific research and Aluprof S.A. 100.00% 100.00% 01/2012 ASS
Sp. zo.0. Poland development works
Marius Hansen Viborg, Sales of aluminium Aluprof S.A. 100.00% 100.00% 6/2014 ASS
Facader A/S Denmark systems
Distribution of
Aluprof System Wilmington,  aluminium systems for 0 0
USA Inc USA the construction Aluprof S.A. 100.00% 100.00% 7/2014 ASS
industry
ﬁ'i‘/pmf Belgium g:;;:zm‘onde' f;slft:r:; aluminium Aluprof S.A. 100.00% 100.00% 6/2015 ASS
Aluprof Rotterdam, Sales of aluminium 0 0
Netherlands B.V.  Netherlands systems Aluprof S.A 55.00% 55.00% 412017 ASS
Alupol Packagi P i i
A :po ackedNd " Tychy, Poland p{;;?ccgzgkzg?ntgrade ™ GrupaKetySA.  100.00% 100.00%  04/1998 FPS
Alupol Packagi P i i Alupol Packagi
upol Packaging . pijang  Froductionand tradein - Alupol Packaging 5 00, 100.00%  05/2009 FPS
Kety Sp. z 0.0. plastic packaging S.A
Alupol Films O$wigcim, Prodyctlon anq trade in  Alupol Packaging 100.00% 100.00% 12/2014 EPS
Sp. zo.0. Poland plastic packaging Kety Sp. z 0. o.
Dekret Centrum Accounting and
Rachunkowe Kety, Poland bookkee ig services Grupa Kety S.A. 100.00% 100.00% 09/1999 Other
Sp. z0.0. ping
The presented percentages of share capital are equal to the share in the total number of votes.
3. Basis for the interim condensed consolidated financial statements preparation

These interim condensed consolidated financial statements have been prepared in accordance with the
International Accounting Standard No. 34 Interim Financial Reporting, adopted by the EU (‘IAS 34°).

These interim condensed consolidated financial statements have been prepared in Polish zlotys (‘PLN”) and all

values, unless otherwise specified, are presented in thousands of PLN.

Consolidated report for the first half of 2020
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In the opinion of the Group, as at the date of preparing these financial statements, the COVID-19 pandemic has
not had a major negative impact on the operations of the Group and, therefore, the Group believes to be able to
execute its financial projections for the year 2020. The assessment of the impact of the pandemic has been made
on a current basis in reference to the analysis of many factors which may change in the future. Based on the
analysis, as at the date of preparing these statements, the Management Board believes that there is no hazard to
the continuation of the Group operations in the foreseeable future covering the period of at least 12 months of the
balance-sheet date.

3.1. Impact of COVID-19 pandemic on the Group operations

Grupa Kety S.A. and the Group companies have implemented a series of actions in reference to the necessity of
adjusting to the changing conditions of operation and prevention of COVID-19 infections spreading. Action
plans have been developed in order to ensure the continuity of critical infrastructure operation and provision of
key services in the event of a crisis situation. The actions are being adjusted on a current basis to the prevailing
conditions and changes in the binding regulations.

The Group has implemented a series of preventive actions in order to limit the possibility of the virus spreading,
which include:

o introduction of a series of procedures and guidelines regarding people and materials traffic, specifically
consisting in minimisation of direct contacts, provision of the possibility of remote working,
introduction of procedure ensuring the availability of the key personnel of the Group companies;

e provision of protective equipment (masks, gloves) to the employees as well as disinfectants, and
introduction of sanitary, hygiene and sanitising procedures;

e limitation of business trips and participation in meetings, extended use of other means of
communication, such as teleconferences, messenger systems, or video conferences.

The costs of the aforesaid activities in the first half of the year amounted to about PLN 2 million.

In effect, in the first half of 2020, there were no major hindrances in the functioning of the particular operating
segments of Grupa KETY. Owing to the insignificant impact of the pandemic on their operations, the Polish
companies of the Group have not relied on the available aid schemes to a major extent. The aid availed of by the
domestic companies of the Group comprised mainly the postponement of the 2019 income tax payment deadline
to 1 June 2020.

In reference to the temporary limitations in operation, the foreign companies of the Group, including those
operating in the USA, Italy, the UK, or Slovenia, availed of aid schemes. The aid, owing to the scale of operation
of the companies and the short period of operations limitation, has not significantly affected the Group results.

Moreover, the Group made a decision on assigning the amount of roughly PLN 0.7 million on fighting
COVID-19. Most of the money was transferred to medical services engaged in fighting the effects of the
pandemic.

3.2.  Analysis of the impact of the change in the economic situation in relation to COVID-19 on
the valuation of the Group other assets and liabilities

Write-downs of inventories to net realisable value

Decreases in the basic prices of raw materials utilised by the Group in production, combined with effective trade
activities and hedging of the margins applied by the Group, contributed to the lack of necessity of recognising
major write-downs of inventories to net realisable value.

Assessment of the expected credit loss (ECL)

The Group has implemented a series of actions related to monitoring the financial standing of its contractors in
order to secure the proper collectability of the amounts receivable. The main element of the Group policy in that
regard is the insurance of receivables at specialised companies, obtaining insurance ratings for the particular
customers and application of other forms of receivables security. In effect of the analyses carried out, which
included the analysis of the current term structure of receivables, as well as the examination of contractors
carried out by the insurance companies, the expected credit loss ratio applicable to receivables has not
significantly changed compared to the end of 2019. In the first half of the year, the Group did not experience any
problems with receivables collectability. The solutions implemented under the so called ‘anti-crisis shields’
should additionally contribute to reduction of the potential liquidity problems.

Consolidated report for the first half of 2020
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The Group has been analysing on a current basis the market situation, the information on contractors and the data
provided by the companies insuring receivables which could indicate a deterioration of situation in the respective
area, and in case of the actual deterioration the Group is going to update the estimations used in the ECL
calculation in the future.

Impairment of property, plant and equipment, intangible assets, and right-of-use assets

The outbreak of COVID-19 epidemic brought about significant changes in the conditions of operation and
economic situation, which the Group considered to be a reason to carry out property, plant and equipment
impairment tests at the end of Q.1, 2020. The tests carried out based the projections updated at the end of Q.1 did
not reflect any necessity for recognising impairment allowances. In Q.2, 2020 there were no new reasons for
property, plant and equipment impairment.

3.3. Liquidity situation

As at the date of preparing these interim condensed consolidated financial statements, the financial standing of
the Group was stable. Cash flows from operating activities in the first half of 2020 amounted to PLN 326 million
(over 25% more than in the first half of 2019). So far, the Group has not identified liquidity problems or any risk
of servicing loan agreements or other financing agreements. At the present moment, the Group assesses that it
has sufficient sources of finance to carry out the current operating activities and investment projects, and to pay
out dividend. Information on the available credit limits is presented in note 21.

4, Significant accounting principles (policy)

The accounting principles (policy) applicable to these consolidated financial statements comply with those
applied in preparing the financial statements of the Group for the year ended 31 December 2019, except for the
changed accounting policy applicable to the measurement of energy-related assets, as described below.

These interim condensed consolidated financial statements were approved for publication on 5 August 2020.

The interim condensed consolidated financial statements do not cover all information and disclosures required to
be made in the annual consolidated financial statements, and must be read together with the consolidated
financial statements of the Group for the year ended 31 December 2019, which was approved for publication by
the Management Board on 25 March 2020.

The Management Board of Grupa Kety S.A. declares that according to their best knowledge these interim
condensed consolidated financial statements and comparable data have been prepared in accordance with the
Group accounting policies in force and they present a true and fair view of the assets, the financial standing and
the financial result of the Group.

The new or changed standards and interpretations which have been applied for the first time in 2020 have no
significant impact on the interim condensed consolidated financial statements of the Group.

The Group holds a licence to transmit and distribute electrical energy. The energy-related assets of the Group
comprise buildings, structures and systems related to the transmission of electrical energy and power grids with
transformers. In the previous years, the assets were used to a major extent also for the needs of external
recipients. With regard to limitation of such activities, the assets are now mainly used for the own needs of the
Group.

By the end of 2019, the energy-related assets were measured at revalued amount less depreciation and
impairment losses. The revalued amount (fair value) was determined periodically by an independent expert.

Starting from 2020, the Group has been measuring the energy-related assets identically as property, plant and
equipment, i.e. at purchase cost less depreciation and impairment losses.

Therefore, the Group has restated the comparative data, as presented in the table below. Owing to insignificant
value of the restatement compared to the total of assets, the Group resigned from presenting an additional
column in the consolidated balance sheet.

The Group believes that the change in the accounting policy better presents the current use of the said assets by
adjusting the method of their measuring to the measuring of the other assets under the property, plant and
equipment item.
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. 31.12.2019 31.12.2019
Consolidated balance sheet (approved) Restatement (restated)
ASSETS, including: 2,778,510 (2,924) 2,775,586
Property, plant and equipment 1,438,981 (2,924) 1,436,057
EQUITY/LIABILITIES, including: 2,778,510 (2,924) 2,775,586
Equity, including: 1,478,505 (2,368) 1,476,137
Capital from the revaluation of property, plant and
equipment 2,368 (2,368) 0
Long-term liabilities, including: 560,337 (556) 559,781
Deferred tax liability 45,989 (556) 45,433
The impact of the aforesaid change on the profit and loss account for the first half 2019 is as follows:

I H2019 I H 2019

(approved) Restatement (restated)
Total operating costs, including: (1,423,806) 292 (1,423,514)
Depreciation (67,605) 292 (67,313)
Profit on operating activities 177,964 292 178,256
Profit before tax 166,102 292 166,394
Income tax (32,348) (55) (32,403)
Net profit on continued operations 133,754 237 133,991
Attributable to owners of the parent 133,496 237 133,733
Earnings per share attributable to owners of the
parent (PLN)
Basic 13.97 0.04 14.01
Diluted 13.94 0.03 13.97

In reference to the above, adequate restatement have also been made to the consolidated statement of changes in
equity and the consolidated statement of cash flows.

The other new or changed standards and interpretations, which have been applied for the first time in 2020, have
no significant impact on the financial statements of the Company.

5. Estimation areas

The main accounting estimates made are presented in the respective explanatory notes to the interim
condensed consolidated financial statements:

estimates concerning the recognition and measurement of lease contracts are presented in note 20;

estimates concerning the write-downs of inventories are presented in note 16;

estimates concerning the write-downs of receivables are presented in note 14;

estimates concerning the write-downs of goodwill are presented in note 13;

estimates concerning provisions and accruals are presented in note 17;

estimates concerning deferred tax assets are presented in note 11;

estimates concerning the valuation of net assets of associates are presented in note 27;

estimates concerning investment properties are presented in note 35;

estimates concerning financial instruments are presented in note 32;

estimates concerning the valuation of long-term construction contracts are presented in note 8;

estimates concerning the impairment of property, plant and equipment are presented in note 12.2;

estimates concerning depreciation rates are presented in the consolidated financial statements for the year
2019.

A detailed description of the assumptions made in the particular areas of estimates is provided in the
consolidated financial statements for the year 2019.

In the reporting period, there were no other changes in estimates, except for the ones described above.
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6. Seasonal nature of operations

The Capital Group operates in three operating segments, offering a broad portfolio of products sold to many
sectors of economy. Nearly half of the sales is directed to foreign markets. The development and diversification
of the products in the recent time has reduced the impact of seasonality on the operations of the Group to a great
extent.

It is practically imperceptible at the FPS, whereas at the EPS and the ASS higher demand for products is
typically observed in the second and third quarters compared to the first and fourth quarters, which is related to
weather conditions and production cycles in the construction business — a target sector of a major part of the
Group products.

7. Information on operating segments

Business was allocated to operating segments by the Management Board based on operating reports which are
used for making decisions. The Group management reporting is based on operating segments. The organisation
and management of the Group are based on segment division in reference to the type of products and services
offered. Each of the segments constitutes a business unit or a set of business units offering different products and
handling different markets.

The Group settles transactions between individual segments as if they referred to non-related entities, namely
with the application of the present market prices.

Operating segments of the Group are identical with the reporting segments presented in these consolidated
financial statements.

The activities of the Capital Group are divided among:
e the Extruded Products Segment (‘EPS”) — production and sales of aluminium profiles;

e the Aluminium Systems Segment (‘ASS’) — production and sales of systems for the construction
business and provision of construction services related to the systems installation;

o the Flexible Packaging Segment (‘FPS’) — production and sales of packaging and polypropylene films;

e ‘Other’ — containing figures of the so-called Centres, i.e. the units of Grupa Kety S.A. responsible for
the centrally managed areas (IT, finance, PR, IR, risk management, capital investments, HR) and
figures of Dekret Centrum Rachunkowe Sp. z 0.0. which provides accounting and HR services to the
Capital Group companies.

Note 2 presents the assignment of the particular Group companies to operating segments.

7.1 Financial results of the segments

The segments’ operations are assessed mainly on the basis of revenue, operating profit (EBIT), operating profit
plus depreciation and amortisation (EBITDA), and capital expenditure.

First half of 2020:
Operating segments FPS EPS ASS Other Eliminations Total

Statement of profit or loss
Revenue from contracts with

customers 498,553 642,293 718,730 8,747 (151,573) 1,716,750
- outside the Group 498,515 500,519 717,099 145 (2) 1,716,276
- to related parties 38 141,774 1,631 8,602 (151,571) 474
Write-downs of inventories (632) (318) (850) 0 0 (1,800)
Write-downs of receivables 5 (261) (1,692) 0 0 (1,948)
Write-downs of property, plant

and equipment, and intangible

assets 0 248 0 0 0 248
Operating profit (EBIT) 104,619 47,932 113,717 101,192  (107,517) 259,943
Depreciation 16,895 32,728 21,893 1,472 23 73,011
EBITDA 121,514 80,660 135,610 102,664  (107,494) 332,954
Interest income 538 155 229 3 0 925
Interest costs (2,696) (4,180) (2,608) (224) 0 (9,708)
Profit before tax 99,000 43,271 111,194 100,043  (107,645) 245,863
Income tax (11,948) (8,785) (22,228) 1,763 (211) (41,409)
Net profit 87,052 34,486 88,966 101,806  (107,856) 204,454
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Balance sheet as at 30.06.2020

Total assets 979,162 965,149 920,863 458,505  (464,629) 2,859,050
Liabilities 350,487 441,120 412,169 103,690  (130,234) 1,177,232
Other data
Capital expenditure on property,
plant and equipment 12,797 29,821 15,394 168 0 58,180
Q.2, 2020
Operating segments FPS EPS ASS Other Eliminations Total
Statement of profit or loss
Revenue from contracts with
customers 253,526 323,871 383,636 4,363 (77,597) 887,799
- outside the Group 253,500 251,070 382,549 74 (5) 887,188
- to related parties 26 72,801 1,087 4,289 (77,592) 611
Write-downs of inventories a7 (269) (757) 0 0 (1,043)
Write-downs of receivables 4) 9 (1,091) 0 0 (1,086)
Write-downs of property, plant
and equipment, and intangible
assets 0 126 0 0 0 126
Operating profit (EBIT) 63,694 27,268 63,312 105,493  (108,225) 151,542
Depreciation 7,756 16,132 11,171 753 8 35,820
EBITDA 71,450 43,400 74,483 106,246  (108,217) 187,362
Interest income 261 106 134 1 0 502
Interest costs (1,268) (2,254) (1,163) (144) 0 (4,829)
Profit before tax 61,319 23,812 59,668 106,691  (108,217) 143,273
Income tax (4,882) (4,859) (12,929) 582 (71) (22,159)
Net profit 56,437 18,953 46,739 107,273 (108,288) 121,114
Capital expenditure on property,
plant and equipment 1,101 14,811 6,386 77 0 22,375
First half of 2019:
Operating segments FPS EPS ASS Other Eliminations Total
Statement of profit or loss
Revenue from contracts with
customers 393,184 667,922 705,207 7,849 (163,467) 1,610,695
- outside the Group 393,145 513,521 703,855 142 0 1,610,663
- to related parties 39 154,401 1,352 7,707  (163,467) 32
Write-downs of inventories (53) (139) (416) 0 0 (608)
Write-downs of receivables (13) 272 (867) 0 0 (608)
Operating profit (EBIT)

58,765 38,574 89,574 174,805  (183,462) 178,256
Depreciation 14,139 32,766 18,589 1,803 16 67,313
EBITDA 72,904 71,340 108,163 176,608  (183,446) 245,569
Interest income 21 159 167 73 0 420
Interest costs (2,331) (3,499) (2,597) (256) 0 (8,683)
Profit before tax 55,386 34,796 84,736 174,938  (183,462) 166,394
Income tax (9,087) (8,107) (16,644) 1,250 185 (32,403)
Net profit 46,299 26,689 68,092 176,188  (183,277) 133,991
Balance sheet as at 30.06.2019
Total assets 1,045,571 1,077,601 958,374 528,407  (625,761) 2,984,192
Liabilities 468,168 601,949 624,266 275,674  (291,442) 1,678,615
Other data
Capital expenditure on property,
plant and equipment 84,540 44,468 27,562 2,156 (1) 158,725
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Q.2,2019
Operating segments FPS EPS ASS Other Eliminations Total

Statement of profit or loss
Revenue from contracts with

customers 192,787 341,461 376,436 3,894 (82,768) 831,810
- outside the Group 192,765 263,183 375,789 73 0 831,810
- to related parties 22 78,278 647 3,821 (82,768) 0
Write-downs of inventories (53) (72) (416) 0 0 (541)
Write-downs of receivables (13) 271 (895) 0 0 (637)

Operating profit (EBIT)
29,774 25,185 52,974 178,761  (185,058) 101,636

Depreciation 7,047 16,494 9,415 899 7 33,862
EBITDA 36,821 41,679 62,389 179,660  (185,051) 135,498
Interest income 21 (74) 167 41 0 155
Interest costs (992) (1,766) (1,110) (120) 0 (3,988)
Profit before tax 28,131 23,743 49,255 178,556  (185,058) 94,627
Income tax (5,165) (4,771) (9,510) 193 491 (18,762)
Net profit 22,966 18,972 39,745 178,747  (184,565) 75,865
Capital expenditure on property,

plant and equipment 76,420 29,003 18,839 1,557 0 125,819

The ‘Eliminations’ item covers the elimination of inter-segment transactions and consolidation adjustments.
In the statement of profit or loss it is mainly related to the sale of aluminium profiles by the EPS to the ASS. As
regards assets and liabilities, eliminations comprise mainly investments in financial assets (shares and interests)
and inter-segment settlements.

The transactions are concluded on arm’s length basis. In the presented periods there was no sales concentration
exceeding 10%.

8. Item structure of revenue from contracts with customers
Q.2, 2020 1 H 2020 Q.2,2019 1 H2019

Products, including: 765,766 1,481,831 694,846 1,340,002
- the EPS 317,997 629,697 334,169 653,591
- the FPS 243,727 480,527 182,543 371,647
- the ASS 275,423 510,251 255,045 466,124
Consolidation adjustments** (71,381) (138,644) (76,911) (151,360)
including to related parties* 598 472 0 28
Services, including: 5,336 11,019 6,739 12,086
- the EPS 3,282 7,302 3,724 7,415
- the FPS 1,846 3,438 2,826 5,075
- the ASS 1,772 3,817 1,831 3,104
- services of the central units 4,362 8,746 3,893 7,848
Consolidation adjustments*** (5,926) (12,284) (5,535) (11,356)
including to related parties* 0 (11) 0 3
Construction services of the ASS***** 1,521 3,380 19,669 47,633
Trade goods, including: 7,901 16,704 9,364 20,097
- the EPS 955 1,598 1,064 1,738
- the FPS 6,950 12,915 6,495 14,765
- the ASS 4) 2,191 1,805 3,594
Materials, including: 107,275 203,816 101,192 190,877
- the EPS 1,635 3,696 2,504 5,178
- the FPS 1,003 1,673 922 1,697
- the ASS 104,924 199,091 98,088 184,752
Consolidation adjustments**** (287) (644) (322) (750)
including to related parties* 13 13 0 1
Total sales revenue 887,799 1,716,750 831,810 1,610,695
including from related parties 611 474 0 32

*Refers to an associate, information in note 27.
**Refers mainly to aluminium profiles sale by the EPS to the ASS.
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***Refers mainly to the cooperation between the ASS and the EPS, and services of the central units provided to the

segments.
****Refers mainly to aluminium scrap sales by the ASS to the EPS.

*****The Group applies the percentage-of-completion method for the settlement of long-term contracts. The method
requires the Group to estimate the proportion of the works already completed to the total budgeted costs. If the
percentage of completion were higher by 5% than the percentage estimated by the Group, the revenue for the reporting
period would increase by PLN 3,121,000 (6 months of 2019: PLN 4,362,000). If the actual costs of construction
contracts in progress as at the balance-sheet date at the time of their completion were higher than the budgeted costs by

1%, the gross result would decrease by PLN 1,142,000 (6 months of 2019: PLN 1,049,000).

9. Cash and cash equivalents

Cash at bank bears interest at variable rates, the value of which depends on the interest rate on overnight bank
deposits. Short-term term deposits are made for periods of various lengths, from one day to one month
depending on the Group current demand for cash and bear interest at the applicable interest rates.

The fair value of cash and cash equivalents is presented in the table below.

30.06.2020 31.12.2019
Bank deposits (current accounts) and short-term deposits 152,698 103,554
Cash in hand 36 38
Total 152,734 103,592

As at 30 June 2020, the Group had PLN 17,809,000 of restricted availability cash in its VAT accounts
(31 December 2019: PLN 7,434,000). The cash may be used only for the purpose of output VAT, CIT, PIT and
ZUS [social security] payments to authorities or as VAT payments to the Company suppliers.

As at 30 June 2020, the Group had undrawn committed credit lines amounting to PLN 598,771,000 with regard
to which all conditions precedent had been complied with (31 December 2019: PLN 358,968,000).

10. Dividends paid and proposed for payment

In accordance with the Management Board recommendation of 15 July 2020, the parent company proposes to
allocate PLN 294,839,000 as dividend for the year 2019, which represents PLN 30.73 per share with the number
of shares of 9,594,497 as at the date of presenting the recommendation.
The dividend shall be paid out from the 2019 profit of the parent company amounting of PLN 205,006,000 and
from the reserve capital of the parent company in the amount of PLN 89,833,000.
The Management Board proposes 21 September 2020 as a dividend record day, whereas the dividend payment
date as:

e 6 October 2020 — for the amount of PLN 97,288,000, i.e. PLN 10.14 per share;

e 4 November 2020 — for the amount of PLN 197,551,000, i.e. PLN 20.59 per share.

In 2019, the parent company paid out dividend amounting to PLN 229,009,000 (PLN 23.93 per share).

Dividend was also paid out by the subsidiary Aluprof Netherlands B.V., which means that the minority
shareholders of that company received PLN 296,000 dividend (first half of 2019: PLN 400,000).

11. Income tax

Income tax structure Q.2, 2020 1 H2020 Q.2, 2019 1 H 2019
Current tax (18,149)  (33,586)  (14,081)  (26,564)
Deferred tax (4,010) (7,823) (4,681) (5,839)
Income tax recognised in the statement of profit or loss (22,159)  (41,409) (18,762)  (32,403)
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12. Property, plant and equipment

12.1. Purchase and sale
Q.2, 2020 1 H 2020 Q.2,2019 I H 2019
Acquisition of property, plant and equipment 23,254 58,180 125,156 158,725
Net value of property, plant and equipment sold 87 520 61 563
Profit (loss) on sale of property, plant and equipment 126 204 167 331
12.2. Impairment losses

Owing to the occurrence of macroeconomic impairment indicators referred to in IAS 36, at the end of Q.1, 2020
the Group carried out impairment tests for the property, plant and equipment held. The tests assumed negative
indicators, which in the belief of the Group were real as at the date of preparing these financial statements,
assuming that in 2020 there will be observed a temporary decrease of profit from operating activities compared
to the budget assumptions for that period. The tests did not reflect any impairment of the assets as at the balance-
sheet date. At the end of the first half of 2020, the Group did not identify any new indicators for the impairment
of property, plant and equipment.

In the presented periods, the Group did not recognise any write-downs of property, plant and equipment. In the
first half of 2020, the Group reversed write-downs of property, plant and equipment amounting to PLN 261,000
due to the assets sale (in the first half of 2019 no write-downs of property, plant and equipment were reversed).

13.  Write-downs of goodwill

The impairment tests for goodwill did not reflect any impairment. The assumptions for the tests complied with
those described in note 12.2.

14. Short-term receivables

30.06.2020 31.12.2019
Net receivables: 590,764 537,151
Trade receivables 563,836 507,119
- including from related parties* 558 209
Deposits on account of transactions hedging the aluminium price 25 919
Receivables from employees 283 183
Other 4,050 5,666
Total net financial receivables (under IFRS 7) 568,194 513,887
Public law receivables (except for the income tax) 11,499 15,380
Prepayments (trade-related) for suppliers 7,231 3,534
Prepaid expenses 3,840 4,350
Total net non-financial receivables 22,570 23,264

*Refers to an associate.

In the first half of 2020 the Group recognised write-downs of receivables amounting to PLN 1,948,000 (in the
first half of 2019 there were recognised write-downs amounting to PLN 608,000). The write-downs were
recognised in a separate item of the statement of profit or loss entitled ‘Write-downs of financial assets —
IFRS 9°.

Trade receivables do not bear interest and usually have 30 to 90 days maturity.

The Group has implemented a policy of selling solely to verified customers and applies receivables insurance
with specialised companies. Consequently, according to the management’s opinion, there is no additional credit
risk exceeding the level established by the write-down. The fair value of receivables is close to their book value.
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15. Contractual assets

30.06.2020 31.12.2019

Contractual assets 2,290

3,899

In accordance with the Group estimates, the contractual assets will be realised within up to 12 months. As the

Group believes there are no impairment indicators for the value of contractual assets.

16. Inventories

30.06.2020 31.12.2019
Materials 197,372 196,171
Work in progress 117,150 91,546
Finished products 136,479 154,082
Trade goods 6,753 7,011
Total 457,754 448,810

In the first half of 2020 the Group recognised write-downs of trade goods and materials amounting to PLN
1,414,000 (in the first half of 2019 there were recognised write-downs amounting to PLN 608,000). The
recognitions and reversals of write-downs of trade goods and materials are reflected by the Group in the items
‘Other operating costs’ and ‘Other operating revenue’, respectively. Moreover, the Group booked an adjustment
in the balance of products by way of recognition of write-downs of finished products and semi-products
amounting to PLN 105,000 (in the first half of 2019 there were recognised write-downs amounting to PLN

1,252,000).
Write-downs 30.06.2020 31.12.2019
Materials (8,661) (7,154)
Work in progress (3.654) (3.136)
Finished products (6,332) (6,745)
Trade goods (630) (723)
Total write-downs of inventories (19.277) (17,758)
17. Provisions and accruals
Currency
31.12.2019 Increases  Utilisation  translation  30.06.2020
differences
Long-term provisions: 17,528 1,091 (421) 214 18,412
provision for jubilee bonuses and
retirement benefits 16,807 1,091 (199) 214 17,913
provision for warranty repairs 721 0 (222) 0 499
Short-term provisions 1,822 7 (185) 2 1,646
provision for jubilee bonuses and
retirement benefits 589 7 (164) 2 434
provision for warranty repairs 1,233 0 (21) 0 1,212
Short-term accruals: 38,428 26,523 (25,169) 253 40,035
unused holiday 7,050 9,956 (6,043) 53 11,016
annual bonuses 17,352 10,850 (9,694) 62 18,570
indemnities 3,704 0 0 0 3,704
costs of services in progress 8,758 4,894 (7,992) 98 5,758
financial statements audits 251 98 (211) 3 141
Other 1,313 725 (1,229) 37 846
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Currency
31.12.2018 Increases  Utilisation Reglﬁirfsiall translation 30.06.2019
differences

Long-term provisions: 13,174 343 (142) a7 (45) 13,313
provision for jubilee bonuses
and retirement benefits 12,675 343 (142) @an (45) 12,814
provision for warranty repairs 499 0 0 0 0 499

Short-term provisions 1,934 0 (117) 7 3 1,827
provision for jubilee bonuses
and retirement benefits 686 0 0 7 3 696
provision for warranty repairs 1,248 0 (117) 0 0 1,131

Short-term accruals: 32,949 25,370 (28,693) (623) (43) 28,960
unused holiday 7,449 10,056 (6,845) 0 (15) 10,645
annual bonuses 16,497 8,643 (15,800) (623) a7 8,700
indemnities 3,704 0 0 0 0 3,704
costs of services in progress 3,807 6,326 (5,232) 0 (12) 4,889
financial statements audits 250 135 (221) 0 2 162
Other 1,242 210 (595) 0 3 860
18. Bank loans
Long-term loans

Loan Increases/
Borrower Lender currency 31.12.2019 (decreases)  30.06.2020
Grupa Kety S.A. PKO BP S.A. PLN 135,025 17,116 152,141
Grupa Kety S.A. BNP Paribas Bank Polska S.A. PLN/EUR 78,500 (70,957) 7,543
Alupol Packaging Kety sp. z 0.0. BNP Paribas Bank Polska S.A. PLN 34,711 (12,465) 22,246
Alupol Packaging Kety sp. z 0.0. BNP Paribas Bank Polska S.A. EUR 4,344 (4,344) 0
Alupol Packaging Kety sp. z 0.0. BNP Paribas Bank Polska S.A. PLN 32,218 2,316 34,534
Alupol Packaging Kety sp. z 0.0. mBank S.A. EUR 355 (355) 0
Alupol Packaging Kety sp. z 0.0. BNP Paribas Bank Polska S.A. EUR 634 (293) 341
Romb BNP Paribas Bank Polska S.A. PLN 14,332 (995) 13,337
Aluprof S.A. ING Bank Polska S.A. PLN 15,529 36,703 52,232
Aluprof S.A. Bank PekaO S.A. PLN 28,333 (14,166) 14,167
Aluprof S.A. BNP Paribas Bank Polska S.A. PLN 99 200 299
Alupol Films sp. z 0.0. BNP Paribas Bank Polska S.A. PLN 1,999 (1,199) 800
Alupol Films sp. z 0.0. mBank S.A. PLN 35,000 47,936 82,936
Alupol Films sp. z 0.0. BNP Paribas Bank Polska S.A. PLN 579 (579) 0
Alupol Films sp. z 0.0. BNP Paribas Bank Polska S.A. EUR 9,993 (9,993) 0
Alupol Films sp. z 0.0. mBank S.A. EUR 45,709 (45,709) 0
Total 437,360 (56,784) 380,576
Short-term loans
Loan Increases/

Borrower Lender currency 31.12.2019 (decreases)  30.06.2020
Grupa Kety S.A. Bank PKO BP S.A.* PLN 46,490 19,475 65,965
Grupa Kety S.A. BNP Paribas Bank Polska S.A. PLN/EUR 161 (161) 0
Grupa Kety S.A. ING Bank Polska S.A. PLN 1,651 (1,651) 0
Grupa Kety S.A. Bank Pekao S.A. PLN 63,425 (9,197) 54,228
Grupa Kety S.A. Bank Societe Generale S.A. EUR 11,543 (4,232) 7,311
Alupol Packaging Kety sp. z 0.0. Bank PKO BP S.A. PLN 3,231 (2,981) 250
Alupol Packaging Kety Sp. z o.0. Bank Pekao S.A. PLN/USD 20,649 (7,698) 12,951
Alupol Packaging Kety Sp. z o.0. BNP Paribas Bank Polska S.A. PLN 23,163 (703) 22,460
Aluprof S.A. Bank Pekao S.A. PLN 79,890 (51,557) 28,333
Aluprof S.A. Societe Generale S.A. PLN 12,002 (12,002) 0
Aluprof S.A. ING Bank Polska PLN 48,942 (37,183) 11,759
ROMB S.A, Bank PKO BP S.A. PLN 8,421 607 9,028
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Alupol Films sp. z 0.0. Bank Pekao S.A. EUR 26,645 (26,645) 0
Alupol Films sp. z 0.0. BNP Paribas Bank Polska S.A. PLN 30 769 799
Alupol Films sp. z 0.0. mBank S.A. EUR 4,995 (4,995) 0
Aluform sp. z 0.0. Bank Pekao S.A. EUR 29 (11) 18
Aluminium Kety Emmi d.o.0. Bank Pekao S.A. EUR 18,316 986 19,302
Alupol Packaging S.A. Bank PKO BP S.A. EUR 0 57 57
Total 369,583 (137,122) 232,461

*Short-term part of long-term loans.
In the first half of 2020 and as at 31 December 2019, the Group complied with all credit/loan covenants.

The Group loans bear interest at variable rates determined on arm’s length basis in reference to
WIBOR/EURIBOR/LIBOR plus the bank margin.

19. Lease liabilities

Maturity date: 30.06.2020 31.12.2019
Short-term 3,306 4,015
From 1 to 3 years 7,648 8,958
More than 3 years 14,480 12,461
Total 25,434 25,434
20. Leases

Costs of lease contracts recognised in the statement of profit or loss:

Costs on account of Q.2,2020 1H2020 Q.2,2019 1H2019
Lease interest Finance costs (218) (423) (140) (307)
Depreciation Operating costs (depreciation) (771) (1,652) (720) (1,723)
Low-value lease Operating costs (third-party services) (118) (230) (150) (310)
Short-term lease Operating costs (third-party services) (149) (290) (240) (481)
Total (1,256) (2,595) (1,250) (2,821)
Value of future lease payments

30.06.2020 31.12.2019
Value of future lease payments 57,829 56,426
Discount (32,395) (30,992)
Present value of lease liabilities 25,434 25,434
Including short-term lease 3,306 4,015

The weighted average incremental borrowing rate which the Group as the lessee applied to lease liabilities as at
30 June 2020 amounted to 4.24% (31 December 2019 — 4.02%).

20.1. Group as a lessor

30.06.2020 31.12.2019
Gross lease investment 2,244 2,223
Upto 1 year 1,244 974
Between 1 and 5 years 1,000 1,249
Present value of minimum lease payments 2113 2,094
Upto 1 year 1,171 919
Between 1 and 5 years 942 1,175
Unearned finance income (discount) 131 129
Unguaranteed residual value vested in the lessor 785 706
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21. Equity securities — employee share plans

The Capital Group plan of vesting shares to its employees as well as the principles of the plan valuation are
described in detail in the consolidated financial statements for 2019 (note 24.1).

The shares taken up under the employee share plan are presented in note 34.
The Group recognises the plan costs proportionally to the vesting period of the rights.

22. Trade payables and other liabilities

22.1. Long-term liabilities

As a performance bond for construction services for a part of construction contracts, the Company receives
security deposits. In the event of any defects that the supplier fails to eliminate pursuant to such a bond, the
Group may retain the security deposit and use it to repair such defects.

30.06.2020 31.12.2019

Building security deposits 1,342 1,310
22.2. Short-term trade payables and other liabilities

30.06.2020 31.12.2019
Short-term liabilities: 357,031 294,749
Trade liabilities 276,501 215,414
On account of property, plant and equipment purchase 11,835 28,090
Payroll payables 19,926 18,172
Total financial liabilities (under IFRS 7) 308,262 261,676
Public law payables (except for income tax payables) 40,843 28,926
Other 7,926 4,147
Total non-financial liabilities 48,769 33,073

Principles and conditions of payment of the aforementioned financial liabilities:

Trade payables do not bear interest and are usually settled within 30-60 days. Other liabilities do not bear interest
and their average payment period is one month. The said liabilities are not secured with the Group assets.

22.3. Contractual liabilities

30.06.2020 31.12.2019
Contractual liabilities related to construction contracts 0 83
Contractual liabilities related to other contracts 15,850 12,954
(advance payments for deliveries)
Total 15,850 13,037

The contracts with the customers provide that the above amounts should be realised within up to 12 months.

23. Explanation of the reasons for material changes in the items of revenue and costs

In the first half of 2020, compared to the corresponding period of the preceding year, material changes in the
particular items of revenue and costs included:

e increase in the total revenue by PLN 107,531,000, including sales revenue by PLN 106,055,000, which
resulted mainly from higher sales volume, chiefly in the FPS due to commissioning of the second BOPP
film production line in Q.4, 2019, as well as changes in the prices of the basic raw materials and
exchange rates;

e increase in the total cost of operations by PLN 55,274,000, including:
o increase in depreciation costs by PLN 5,698,000, which resulted from the Group investments;

o increase in the costs of energy and materials by PLN 35,222,000, which resulted from higher sales
volume and the related increase in output as well as changes in the prices of the basic raw
materials, and exchange rates. The quotations of the average aluminium price in the first half of
2020 were lower by 12.7%, with simultaneous weakening of PLN to USD by 5.4%;
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o increase in the costs of third-party services by PLN 2,451,000, which resulted mainly from higher
production and sales, and the observed growth of unit prices of services;

o increase in the costs of taxes and fees by PLN 939,000, which results mainly from the higher rates
of local fees and commissioning of new production halls in 2019;

o increase in the costs of employee benefits by PLN 12,366,000, which resulted mainly from the
extended scale of the Group operations, and contributed to headcount increase and higher payroll
costs;

o increase in the write-downs of financial assets by PLN 1,340,000, which reflects higher sales and,
thus, higher level of receivables, as well as slight changes in contractors' rating;

o decrease in other operating costs by PLN 2,742,000, which resulted mainly from lower costs of
advertising and promotion;

change in the balance of finished products and work in progress inventories of PLN 7,965,000 in the
first half of 2020 compared to PLN (21,564,000) in the first half of 2019, which resulted from higher
value of finished products and work in progress in the first half of 2020, whereas in the first half of
2019 the balances had been lower;

As a result of the above changes, the profit on operating activities in the first half of 2020 amounted to PLN
259,943,000 and was by PLN 81,687,000 higher than in the preceding year.

increase in net finance costs by PLN 2,722,000, which resulted from higher foreign exchange losses in
the first half of 2020 and higher costs of interest, mainly due to their lower capitalisation within
property, plant and equipment.

Upon consideration of tax payables higher than PLN 9,006,000 resulting from the improvement of the
results described above, net profit in the first half of 2020 amounted to PLN 204,454,000 and was higher by
PLN 70,463,000 compared to the corresponding period of the preceding year.

24,

Explanation of the reasons of major changes in other items

As at 30 June 2020, compared to 31 December 2019, major changes in the particular balance-sheet items
comprise:

25,

increase in the value of property, plant and equipment, and intangible assets by PLN 13,051,000,
resulting from depreciation charges which amounted to PLN 73,011 in the first half of 2020, which was
partially offset with the acquisition of new assets;

increase in receivables by PLN 53,613,000, which resulted from the growth of sales and different
business cycle than at 31 December 2019.

decrease in loan liabilities by PLN 193,906,000 and higher cash by PLN 49,142,000, which resulted
mainly from higher cash flows from operating activities and lower expenditures on investing activities;

increase in equity by PLN 205,681,000, which resulted mainly from the net profit generated by the
Group in the first half of 2020;

increase in liabilities by PLN 62,283,000, which resulted mainly from higher trade liabilities and public
law payables, with the simultaneous drop of liabilities related to the acquisition of property, land and
equipment.

Discontinued operations

In the first half of 2020 and in the first half of 2019, the Group did not discontinue any significant operations.

26.

Business combinations and acquisitions of non-controlling interests

In the first half of 2020 and in the first half of 2019 there were no such transactions.
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27. Investments in associates

As at 30 June 2020, the Group held 45.5% of shares in Aluprof USA LLC with its registered office in New

York.
Company Place of Core Majority Percentage of share Profit (loss) allocated to  Accumulated value of ~ Segment
name business business Investor capital as at the major investor shares
as at as at
30.06.2020 31.12.2019 30.06.2020 31.12.2019 30.06.2020 31.12.2019
Aluprof USA Distribution Aluprof 45.5% 45.5% (387) 152 3,926 4,978 ASS
USALLC of aluminium  System

systems USA

In the first half of 2020, the Group received PLN 905,000 dividend from its associate.

On 29 June 2020, a resolution was passed on commencing the liquidation of the above associate company and
return of capital contributions to the shareholders. The liquidation is related to ordering the organisational
structure and the model of the Group operations on the American market, which will consist in availing of the
Aluprof Systems USA Inc. subsidiary operating on that market or direct sales from Poland.

28. Obijectives and principles of financial risk management

The objectives and principles of financial risk management have not changed compared to those published in the
consolidated financial statements for the year 2019, note 37.
Below presented is the detailed information concerning fair values of financial instruments that can be estimated:

e cash and cash equivalents, short-term bank deposits and short-term bank loans. The fair value of the
said instruments is close to their carrying amounts due to their short-term maturity;

e trade receivables, other receivables, trade payables and other liabilities. The fair value of the said
instruments is close to their carrying amounts due to their short-term nature;

o long-term bank loans and lease. The fair value of the instruments is close to their carrying amounts due
to the fluctuating nature of their interest rates as well as the market level of the margin;

o financial derivatives are recognised at fair value determined as at the balance-sheet date.

29. Capital management

The Group monitors the return on equity using the ROE ratio, which is calculated as net profit to equity for the
last 12 months.

The finance structure is monitored by the net financial leverage ratio, which is calculated as net debt to total
equity, as well as the net debt to EBITDA ratio, whereas EBITDA is understood as operating profit plus
depreciation and amortisation for the last 12 months. The Group net debt includes interest-bearing loans and
borrowings, less cash and cash equivalents.

The policy of the Company accepts the optimal leverage ratio at the level of up to 50%, and net debt to EBITDA
ratio at the level of up to 2.5.

The basic objective of capital management is to maximise the return on equity (ROE) while maintaining a secure
and flexible structure of finance. When preparing the specific guidelines, the division into operating segments is
taken into account as well as the necessity of maintaining current liquidity, and to ensure finance for the
development objectives of the particular companies within the segments, in accordance with the assumed plans.

To retain or adjust the capital structure, the Group may change the value of dividend payable to the shareholders,
return capital to shareholders or issue new shares. In the reporting periods, no changes were introduced to the
objectives, principles and processes in that area.

30.06.2020 31.12.2019
EBITDA (operating profit plus depreciation and amortisation)
in the last 12 months 610,516 523,131
Net profit (in the last 12 months) 366,156 295,435
Interest-bearing borrowings and lease liabilities 638,471 832,377
Cash and cash equivalents (152,734) (103,592)
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Net debt 485,737 728,785
Equity 1,681,818 1,476,137
Equity and net debt 2,167,555 2,204,922
Net financial leverage* 22.41% 33.05%
Net debt to EBITDA 0.80 1.39
ROE 21.77% 20.05%
*Calculated as net debt to the total of equity and net debt.

30. Contingent liabilities

30.06.2020 31.12.2019

Bank performance bonds for construction contracts 12,173 14,383
Insurance performance bonds for construction contracts 2,784 2,175
Subsidies (in the period of conditions fulfilment) 5,847 5,401
Total 20,804 21,959

The validity of construction contracts performance bonds depends on the terms and conditions of the particular

contracts.

31. Future investment liabilities

Contractual liabilities related to the purchase of property, plant and

equipment, by operating segments 30.06.2020 31.12.2019
Extruded Products Segment 8,405 10,748
Flexible Packaging Segment 14,122 9,325
Aluminium Systems Segment 5,591 2,356
Total 28,118 22,429
32. Derivative financial instruments

Financial assets 30.06.2020 31.12.2019
Currency forward contracts hedging cash flows 854 56
Futures contracts hedging cash flows related to the purchase of

aluminium 1,828 2,650
Total 2,682 2,706
Financial liabilities 30.06.2020 31.12.2019
Currency forward contracts hedging cash flows 1,133 1,374
Futures contracts hedging cash flows related to the purchase of

aluminium 4,739 348
Total 5,872 1,722

The Group did not introduce any changes in the method of classification and measurement of financial
instruments compared to the principles described in the consolidated statements for 2019, note 38.

The fair value of futures and forwards is calculated on the basis of the present net value of the future cash flows
related to such contracts and quoted market prices of forward contracts determined with the use of the present
interest rates. Forward/futures contracts and derivative instruments which cannot be classified as hedging
instruments are recognised as instruments held for trading.

The fair value of currency forward contracts is determined by reference to the present forward rates of contracts
with similar maturity.

The valuation is based on market valuations of identical transactions at commercial banks.
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33.  Shareholding structure and transactions with key management staff

33.1L Shareholding structure
Number of  Percentage of Number of  Percentage of
Entity shares capital shares capital
30.06.2020 31.12.2019
Nationale Nederlanden OFE 1,829,832 19.07% 1,829,832 19.12%
OFE AVIVA Santander 1,735,302 18.09% 1,735,302 18.13%
OFE PZU ZLOTA JESIEN 943,654 9.84% 943,654 0.86%
AEGON PTE 694,474 7.24% 694,474 7.26%
MetLife OFE 534,584 5.57% 534,584 5.59%
PTE Allianz Polska 489,576 5.10% 489,576 5.12%
Others 3,367,075 35.09% 3,342,525 34.92%
Total* 9,594,497 100.00% 9,569,947 100.00%

*In the structure of shares there are included 12,700 shares taken up at the beginning of June within the
Management Options Plan, which were admitted to trading on 7 July 2020.

33.2. Transactions with the Group key management staff

In the reporting period, the Group did not enter into any transactions with members of the Management Board
apart from those described in note 33.3.

33.3.

The Group key management staff include: members of the Supervisory Board of the parent company and
members of the Management Board of the parent company.

Costs of remuneration of the Group key management staff

Management Board of the parent: I H 2020 1 H 2019
Remuneration at the parent company 1,215 1,242
Provisions for annual bonuses and other benefits at the parent company 2,764 2,258
Costs of treasury share options 87 320
Total costs of the Management Board remuneration at the parent

company 4,066 3,820
Remuneration at other Group companies 219 409
Provisions for annual bonuses and other benefits at other Group

companies 335 241
Costs of share options 35 224
Total costs of remuneration at other Group companies 589 874
Total consideration for the Management Board members 4,655 4,694

Except for the conditions applicable to notice period and the ones resulting from non-competition agreements,
there are no agreements between the parent company and the managing persons which would provide for any
compensation in the case of their resignation or dismissal from their positions for no important reason or where
their dismissal would be related to the Issuer’s merger by acquisition.

Supervisory Board of the parent:

I H 2020 I H 2019
Supervisory Board 449 423
Total 449 423
33.4. Group Management Options Plan

In the reporting period, the Management Board took up 10,500 shares of the Company under the third part of the
2012 plan, and 9,600 shares under the first part of the 2015 plan.

Under the plan, as at the balance-sheet date, the Management Board held options entitling them to take up 6,300
shares from the first part of the 2015 plan, and 4,050 shares from the second part of the 2015 plan.
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In addition, the members of the Management Board hold the rights to share options in accordance with the table
below. The rights to acquire the shares will be fulfilled if the eligible person is still employed by the Group as at
30 September 2020, and the other conditions for the acquisition of the right to take up the shares have been
satisfied.

Number of
options
Number of share options in the vesting period Number of End _date of_the meeting the
granted vesting period .
granted to members of the Management Board i vesting
options conditions
Share options from the third part of the 2015 plan 21,000 30.09.2020 7,087

34. Issue of shares

In the first part of 2020, within the issue of shares for the management staff, there were 22,850 shares of the
nominal value of PLN 29,000 and issue price of PLN 1,640,000 entered in the National Court Register.
Moreover, as at the balance-sheet date, there were 12,700 shares of the issue price of PLN 3,864,000 which had
not yet been registered by the Court.

30.06.2020 31.12.2019
Share premium 39,628 38,018
Total 39,628 38,018

35.  Methods of measurement at fair value (fair value hierarchy)

The detailed principles of fair value measurement are described in the consolidated financial statements for
2019, note 41.

As compared to the previous year, the Group changed the accounting policy with regard to the measurement of
energy-related assets, as described in note 4.

As compared to the previous financial year, the Group did not change the method of fair value measurement.

Derivatives are recognised as assets when their measurement is positive, and as liabilities when their
measurement is negative. Gains and losses due to changes in the fair value of derivatives which do not meet the
principles of hedge accounting are recognised in the statement of profit or loss.

Fair value hierarchy Fair value hierarchy
level 30.06.2020 31.12.2019
Assets
Investment properties 3 4,001 3,315
Hedging derivatives 2 2,682 2,706
Total 6,683 6,021
Liabilities
Hedging derivatives 2 5,872 1,722
Total 5,872 1,722

36. Earnings per share

Basic earnings per share are calculated by dividing net profit for the period assigned to regular shareholders of
the Group by the weighted average number of ordinary shares issued and outstanding in the period.

Diluted earnings per share are calculated by dividing net profit for the period assigned to regular shareholders of
the Group by the weighted average number of ordinary shares issued and outstanding in the period.
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I H 2020 1 H2019

Net profit attributable to owners of the parent 204,276 133,733
Weighted average number of ordinary shares assumed for the

calculation of earnings per share 9,581,303 9,546,259
Weighted average number of ordinary shares assumed for the

calculation of diluted earnings per share 9,590,116 9,572,192
Basic earnings per share from the basic profit for the period

attributable to owners of the parent (in PLN) 21.32 14.01
Diluted earnings per share from the basic profit for the period

attributable to owners of the parent (in PLN) 21.30 13.97

During the reporting period, the eligible employees took up 10,500 shares of Grupa Kety S.A. under the 2012
plan at the price of PLN 117.10 per share, and 14,050 shares of Grupa K¢ty S.A. under the 2015 plan at the price
of PLN 304.24 per share.

Moreover, the eligible employees hold 47,950 options to acquire shares under the 2015 plan, at the price of PLN
304.24 per share.

The average market price of the Company shares in the period of 6 months of 2020 was PLN 358.64. The
closing price as at 30 June 2020 was PLN 438.

The potential number of ordinary shares associated with the employee options plans increasing the humber of
shares and assumed for the calculation of diluted earnings per share is 8,813.

37. Post-balance-sheet events

Apart from those referred to in these statements, there were no significant events post the balance-sheet date
which should be included herein.
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GRUPA KETY S.A.

INTERIM CONDENSED SEPARATE FINANCIAL STATEMENTS FOR THE FIRST

HALF OF 2020, ENDED ON 30 JUNE 2020, PREPARED IN ACCORDANCE WITH
IAS 34

(PLN “000)
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(PLN “000)

[I. INTERIM CONDENSED SEPARATE FINANCIAL

STATEMENTS

SEPARATE STATEMENT OF PROFIT OR LOSS

First half
Note  Q.2, 2020 | H 2020 %it;gj)g of 2019
(restated)

Total operating revenue, including: 405,027 691,503 491,373 780,970
Revenue from contracts with customers 295,976 581,917 308,494 597,512
Other operating revenue 477 1,012 432 1,011
Dividends 108,574 108,574 182,447 182,447
Change in the level of products and work in

progress (6,264) 4,222 (5,105) (16,235)
Cost of manufacturing of products for own

needs 1,694 2,942 1,480 2,982
Total operating costs, including: (276,093) (564,575) (292,843) (571,471)
Depreciation (12,533) (25,350) (12,417) (24,577)
Materials and energy, and the value of trade

goods and materials sold (190,675) (390,226) (202,851) (396,402)
Third-party services (39,385) (79,205) (42,295) (79,802)
Taxes and fees (1,541) (3,028) (1,655) (3,010)
Employee benefits (31,226) (64,866) (33,000) (66,436)
Revaluation of financial assets 9 (261) 271 272
Other operating costs (742) (1,639) (896) (1,516)
Profit on operating activities 124,364 134,092 194,905 196,246
Financial revenue 103 128 (87) 134
Finance costs (2,127) (5,861) (1,557) (4,129)
Profit before tax 122,340 128,359 193,261 192,251
Income tax 11 (2,682) (4,096) (2,724) (2,745)
Net profit on continued operations 119,658 124,263 190,537 189,506
Basic net earnings per share (PLN) 32 12.48 12.97 19.96 19.85
Diluted net earnings per share (PLN) 12.47 12.96 19.91 19.80

In the reporting period, the Company did not discontinue any operations.
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SEPARATE STATEMENT OF COMPREHENSIVE INCOME

Q.2, 2019 First half of
2, 20 Al 202 (restated) 2019 (restated)
Net profit for the period 119,658 124,263 190,537 189,506
Other comprehensive income
recognised in profit or loss, including: 4,457 (3,166) (2,504) 1,482
Valuation of cash flow hedging
instruments 6,661 (2,494) (2,669) 2,137
Result on cash flow hedging
transactions (938) (1,146) (372) (279)
Income tax related to other
comprehensive income (1,266) 474 537 (376)
Comprehensive income for the period 124115 121,097 188,033 190,988

*All items of other comprehensive income will be reclassified to profit or loss when certain conditions are met in

further periods.
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(PLN “000)

SEPARATE BALANCE SHEET

ASSETS Note 30.06.2020 3&;;53 d1)9
l. Non-current assets 881,166 885,290
Property, plant and equipment 491,570 495,638
Intangible assets 6,720 6,993
Right-of-use assets 11,804 11,888
Shares and interests 369,615 369,440
angde\aatjni;?n r;?%ments for the purchase of property, plant 1.457 1331
I1. Current assets 384,564 282,235
Inventories 14 89,977 96,212
Income tax receivables 0 1,498
Trade and other receivables 13 249,593 176,324
Derivative financial instruments 24 1,163 1,554
Cash and cash equivalents 9 43,831 6,647
Total assets 1,265,730 1,167,525
EQUITY/LIABILITIES
I. Equity 800,996 674,082
Share capital 67,854 67,825
Share premium 39,628 38,018
Non-registered capital from the issue of shares 3,864 0
Capital from share based payments 26,706 26,392
Capital from the revaluation of hedging instruments (761) 1,259
Result on cash flow hedging transactions (1,449) (303)
Retained earnings 665,154 540,891
11. Long-term liabilities 217,843 272,099
Liabilities related to loans 16 159,683 213,525
Lease liabilities 17 3,486 3,579
Provisions 0 107
Provisions for employee benefits 15 2,073 1,947
Subsidies 27,791 28,258
Deferred income tax provision 24,810 24,683
I11. Short-term liabilities 246,891 221,344
Loan payables 16 127,505 123,269
Lease liabilities 17 177 177
Income tax payables 339 0
Trade payables and other liabilities 20 96,295 81,079
Contractual liabilities 21 1,132 705
Provisions and accruals 15 18,349 14,960
Derivative financial instruments 24 2,103 134
Subsidies 991 1,020
Total equity/liabilities 1,265,730 1,167,525
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SEPARATE STATEMENT OF CHANGES IN EQUITY

Non-registered capital from the issue of
apital from share based payments
apital from the revaluation of hedging

Result on cash flow hedging transactions

g
I £
[ > c
= g 2 g 2
5 5 5 = &
Present year S = 2 g 2 2
& < & 2 g g
& & S S S £ x =
Equity as at 1 January 2020 67,825 38,018 0 26,392 1,259 (303) 540,891 674,082
Comprehensive income for the period: 0 0 0 0 (2,020) (1,146) 124,263 121,097
Net profit for the period 0 0 0 0 0 0 124,263 124,263
Other comprehensive income 0 0 0 0 (2,020) (1,146) 0 (3,166)
Costs of share based payments 0 0 0 314 0 0 0 314
Issue of shares 29 1,610 3,864 0 0 0 0 5,503
Equity as at 30 June 2020 67,854 39,628 3,864 26,706 (761)  (1,449) 665,154 800,996
Previous year
Equity as at 1 January 2019 67,763 33,900 0 24322 (3,208) (532) 564,503 686,748
Comprehensive income for the period: 0 0 0 0 1,761 (279) 189,506 190,988
Net profit for the period 0 0 0 0 0 0 189,506 189,506
Other comprehensive income 0 0 0 0 1,761 (279) 0 1,482
Costs of share based payments 0 0 0 855 0 0 0 855
Dividends 0 0 0 0 0 0  (229,091)  (229,091)
Issue of shares 0 0 2,130 0 0 0 0 2,130
Equity as at 30.06.2019 67,763 33,900 2,130 25177  (1,447) (811) 524,918 651,630
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SEPARATE STATEMENT OF CASH FLOWS

Q.2, 2019 1 H 2019
Q.2, 2020 Jn et (restated) (restated)
Cash flow from operating activities
Profit before tax 122,340 128,359 193,261 192,251
Adjustments: 13,016 31,522 13,208 27,700
Depreciation 12,533 25,350 12,417 24,577
Recognition/(reversal) of write-downs
of property, plant and equipment (86) (208) 0 0
Net (profit)/loss from currency translation differences (1,374) 2,518 (814) (617)
(Profit)/loss from sales of property, plant and equipment (51) 44 (135) (43)
Interest 2,272 4,222 3,636 3,598
Realised result on transactions hedging the price of
aluminium recognised in equity (938) (1,146) (2,082) (279)
Costs of share based payments 57 139 222 443
Net value of property, plant and equipment liquidated 603 603 (36) 21
Cash flow from operating activities before the change
of working capital and tax payment 135,356 159,881 206,469 219,951
Change in inventories 12,670 6,235 6,041 32,451
Change in net receivables (3,437) (73,270) (189,352) (245,794)
Change in short-term liabilities, except for
loans (21,103) 21,690 4,828 41,195
Change in provisions 1,455 3,407 (6,105) (3,710)
Change in subsidies (247) (495) (248) (493)
Cash flow from operating activities before tax 124,694 117,448 21,633 43,600
Tax (paid)/refunded 129 (1,657) (2,624) (4,974)
Net cash from operating activities 124,823 115,791 19,009 38,626
Cash flow from investing activities
(+) Proceeds: 51 124 25 63
Sales of intangible assets, and property, plant
and equipment 51 124 25 63
(-) Expenses: (9,211) (27,833) (18,875) (40,075)
Acquisition of intangible assets, and property, plant
and equipment (9,211) (27,833) (18,875) (40,075)
Net cash from investing activities (9,160) (27,709) (18,850) (40,012)
Cash flow from financing activities
(+) Proceeds: 103,755 162,988 9,165 33,832
Net proceeds from the issue of shares 3,864 5,503 2,130 2,130
Proceeds from loans and credits 99,891 157,485 7,035 31,702
(-) Expenses: (186,297) (213,886) (21,169) (31,176)
Repayment of loans (183,194) (209,534) (19,091) (27,838)
Interest on loans (2,926) (4,175) (2,078) (3,161)
Payment of lease liabilities 177) 177) 0 (177)
Net cash from financing activities (82,542) (50,898) (12,004) 2,656
Total net cash flows: 33,121 37,184 (11,845) 1,270
Cash and cash equivalents at the beginning of the period 10,710 6,647 28,972 15,857
Cash and cash equivalents at the end of the period 43,831 43,831 17,127 17,127
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SUPPLEMENTARY INFORMATION AND EXPLANATORY NOTES

1. General information

Grupa KETY S.A. (the ‘Company’) is a joint stock company incorporated in Poland, with its registered office in
Kety at ul. Kosciuszki 111.

These interim condensed separate financial statements of Grupa Kety S.A. cover the period of the first half of
2020 ended on 30 June 2020 and provide comparative data for the period of the first half of 2019 ended on
30 June 2019 as well as figures as at 31 December 2019. The statements comprise also the data for Q.2, 2020
and Q.2, 2019. The above figures have not been audited by a statutory auditor. The statutory auditor reviewed
the data for the first half of 2020. The review report has been attached to these statements.

The Company is entered into the National Court Register (KRS) under the number KRS 0000121845 and uses
the tax identification number (NIP): 5490001468. The Company uses the statistical identification number
(REGON): 070614970. Grupa Kety S.A. is also registered in the products and packaging database and in the
waste management database under the number BDO 000007710.

The Company is listed under No. ISIN PLKETY000011 at the Warsaw Stock Exchange and is classified in the
metal sector.

The activities of the Company include production, trade and services related to the processing of aluminium and
its alloys. Moreover, the activities of the Company include trade intermediation, supply services, marketing and
other.

As at the day of approving these statements for publication, the Management Board was composed of:
1. Mr Dariusz Manko — President of the Management Board/CEQ,

2. Mr Rafat Warpechowski — Member of the Management Board/CFO,

3. Mr Piotr Wysocki — Member of the Management Board/Vice CEOQ,

4. Mr Tomasz Grela — Member of the Management Board.

In the period from 1 January 2020 to the date of publication of these financial statements, there were no changes
in the membership of the Company Management Board

2. Basis for the interim condensed separate financial statements
preparation

These interim condensed separate financial statements have been prepared in accordance with the International
Accounting Standard No. 34 Interim Financial Reporting, adopted by the EU (‘1AS 34°).

These interim condensed separate financial statements have been prepared in Polish zlotys (‘PLN’) and all
values, unless otherwise specified, are presented in thousands of PLN.

In the opinion of the Company, as at the date of preparing these statements, the COVID-19 pandemic has not had
a major negative impact on the operations of the Company and, therefore, the Company believes to be able to
execute its financial projections for the year 2020.

The assessment of the impact of the pandemic has been made on a current basis in reference to the analysis of
many factors which may change in the future. Based on the analysis, as at the date of preparing these statements,
the Management Board believes that there is no hazard to the continuation of the Company operations in the
foreseeable future covering the period of at least 12 months of the balance-sheet date.

2.1.  Impact of COVID-19 pandemic on the Company operations

Grupa Kety S.A. has implemented a series of actions in reference to the necessity of adjusting to the changing
conditions of operation and prevention of COVID-19 infections spreading. Action plans have been developed in
order to ensure the continuity of critical infrastructure operation and provision of key services in the event of a
crisis situation. The actions are being adjusted on a current basis to the prevailing conditions and changes in the
binding regulations.

The Company has also implemented a series of preventive actions in order to limit the possibility of the virus
spreading, which include:
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e introduction of a series of procedures and guidelines regarding people and materials traffic, specifically
consisting in minimisation of direct contacts, provision of the possibility of remote working,
introduction of procedure ensuring the availability of the key personnel of the Company;

e provision of protective equipment (masks, gloves) to the employees as well as disinfectants, and
introduction of sanitary, hygiene and sanitising procedures;

o limitation of business trips and participation in meetings, extended use of other means of
communication, such as teleconferences, messenger systems, or video conferences.

According to the Company estimations, the costs of the aforesaid actions amounted to roughly PLN 900,000.

In effect, in the first half of 2020, there were no major hindrances in the functioning of the Company. Owing to
the insignificant impact of the pandemic on its operations, the Company has not relied on the available aid
schemes to a major extent.

Additionally, the Company made a decision on assigning the amount of roughly PLN 250,000 on fighting the
pandemic. Most of the money was handed over to medical services.

2.2.  Analysis of the impact of the change in the economic situation in relation
to COVID-19 on the valuation of the Company other assets and liabilities

Write-downs of inventories to net realisable value

Decreases in the basic prices of raw materials utilised by the Company in production, combined with effective
trade activities and hedging of the margins applied by the Company, contributed to the lack of necessity of
recognising major write-downs of inventories to net realisable value.

Assessment of the expected credit loss (ECL)

The Company has implemented a series of actions related to monitoring the financial standing of its contractors
in order to secure the proper collectability of the amounts receivable. The main element of the Company policy
in that regard is the insurance of receivables at specialised companies, obtaining insurance ratings for the
particular customers and application of other forms of receivables security. In effect of the analyses carried out,
which included the analysis of the current term structure of receivables, as well as the examination of contractors
carried out by the insurance companies, the expected credit loss ratio applicable to receivables has not
significantly changed compared to the end of 2019. In the first half of the year, the Company did not experience
any problems with receivables collectability. The solutions implemented under the so called ‘anti-crisis shields’
should additionally contribute to reduction of the potential liquidity problems.

The Company has been analysing on a current basis the market situation, the information on contractors and the
data provided by the companies insuring receivables which could indicate a deterioration of situation in the
respective area.

Impairment of property, plant and equipment, intangible assets, and right-of-use assets

The outbreak of COVID-19 epidemic brought about significant changes in the conditions of operation and
economic situation, which the Company considered to be a reason to carry out property, plant and equipment
impairment tests at the end of Q.1, 2020. The tests carried out based on the projections updated at the end of Q.1
did not reflect any necessity for recognising impairment allowances. In Q.2, 2020 there were no new reasons for
property, plant and equipment impairment.

2.3. Liquidity situation

As at the date of preparing these interim condensed separate financial statements, the financial standing of the
Company was stable. Cash flows from operating activities in the first half of 2020 amounted to PLN 116 million
(over 300% more than in the first half of 2019). So far, the Company has not identified liquidity problems or any
risk of servicing loan agreements or other financing agreements. At the present moment, the Company assesses
that it has sufficient sources of finance to carry out the current operating activities and investment projects, and
to pay out dividend. Information about the available credit facilities may be found in note 9.

3. Significant accounting principles (policy)

The accounting principles (policy) applicable to these interim condensed financial statements comply with those
applied in preparing the annual financial statements of Grupa Kety S.A. for the year ended 31 December 2019,
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except for the changed accounting policy applicable to the measurement of energy-related assets, as described
below.

The Company holds a licence to transmit and distribute electrical energy. The energy-related assets of the
Company comprise buildings, structures and systems related to the transmission of electrical energy and power
grids with transformers. In the previous years, the assets were used to a major extent for the needs of external
recipients. With regard to limitation of such activities, the assets are now mainly used for the own needs of the
Company.

By the end of 2019, the energy-related assets were measured at revalued amount less depreciation and
impairment losses. The revalued amount (fair value) was determined periodically by an independent expert.

Starting from 2020, the Company has been measuring the energy-related assets identically as property, plant and
equipment, i.e. at purchase cost less depreciation and impairment losses.

Therefore, the Company has restated the comparative data, which is presented in the table below. Owing to
insignificant value of the restatement compared to the total of assets, the Company resigned from presenting an
additional column in the balance sheet.

The Company believes that the change in the accounting policy better presents the current use of the said assets
by adjusting the method of their measuring to the measuring of the other assets under the property, plant and
equipment item.

31.12.2019 31.12.2019

Balance sheet (approved) Restatement (restated)
ASSETS, including: 1,170,449 (2,924) 1,167,525
Property, plant and equipment 498,562 (2,924) 495,638
EQUITY/LIABILITIES, including: 1,170,449 (2,924) 1,167,525
Equity, including: 676,451 (2,369) 674,082
Capital from the revaluation of property, plant

and equipment 2,369 (2,369) 0
Long-term liabilities, including: 272,654 (555) 272,099
Deferred tax liability 25,238 (555) 24,683

The impact of the aforesaid change on the profit and loss account for the first half 2019 is as follows:

I H 2019 Restatement I H 2019
(approved) (restated)
Total operating costs, including: (571,763) 292 (571,471)
Depreciation (24,869) 292 (24,577)
Profit on operating activities 195,954 292 196,246
Profit before tax 191,959 292 192,251
Income tax (2,690) (55) (2,745)
Net profit on continued operations 189,269 237 189,506
Earnings per share attributable to owners of
the parent (PLN)
Basic 19.83 0.02 19.85
Diluted 19.77 0.03 19.80

In reference to the above, adequate restatement has also been made to the consolidated statement of changes in
equity and the consolidated statement of cash flows.

The other new or changed standards and interpretations, which have been applied for the first time in 2020, have
no significant impact on the financial statements of the Company.
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4, Estimation areas

The main accounting estimates and the assumptions made are presented in the respective explanatory notes to
the financial statements:

estimates concerning the recognition and measurement of lease contracts are presented in note 18;

estimates concerning the write-downs of inventories are presented in note 14;

estimates concerning the write-downs of receivables are presented in note 13;

estimates concerning provisions and accruals are presented in note 15;

estimates concerning deferred tax assets are presented in note 11;

estimates concerning financial instruments are presented in note 24;

estimates concerning the fair value of the share options plan for the management staff are presented in
note 29.3;

estimates concerning the impairment of assets are presented in the financial statements for the year 2019;
estimates concerning depreciation rates are presented in the financial statements for the year 2019.

A detailed description of the assumptions made in the particular areas of estimates is provided in the annual
financial statements for the year 2019, note 11.

In the reporting period, there were no other changes in estimates, except for the ones described above.

5.  Seasonal nature of operations
At basic segment of the Company activities the trend of sales revenue levelling during the year may be observed
more and more often, particularly if the aluminium prices on the world’s markets are lower in the second part of
the year than in the first one. Within the last five years such situation was observed three times, including the

previous year. In the other two cases, the sales in the second half of the year were by approx. 20% lower than in
the first half of the year.

6. Information on operating segments

The Company separates the Extruded Products Segment and other activities (‘Other”) including central functions
at the Capital Group. Due to the fact that the Company financial statements are published simultaneously with
the consolidated financial statements, the Company presents segment information only in the consolidated
financial statements, pursuant to IFRS 8.4. In the second part of 2020, the concentration of sales to the Aluprof
S.A. subsidiary was 24% (25% in the first half of 2019).

7. Information on investments in subsidiaries

In the reporting period there were no investments in subsidiaries.

8.  Changes in the Company organisational structure

In the reporting period there were no significant changes in the Company organisational structure.

9.  Cash and cash equivalents

30.06.2020 31.12.2019

Bank deposits (current accounts) and short-term deposits 43,831 6,647

As at 30 June 2020, the Company had PLN 1,859,000 of restricted availability cash in its VAT accounts
(31 December 2019: PLN 3,166,000). The cash may be used only for the purpose of output VAT, CIT, PIT and
ZUS [social security] payments to authorities or as VAT payments to the Company suppliers.

As at 30 June 2020, Grupa Kety S.A. had undrawn credit funds committed amounting to PLN 220,893,000 with
regard to which all conditions precedent had been complied with (as at 31 December 2019: PLN 137,216,000).
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10. Dividends paid and proposed for payment

The result for the reporting period is not subject to distribution.

In accordance with the Management Board recommendation of 15 July 2020, the Company proposes to allocate
PLN 294,839,000 as dividend for the year 2019, which represents PLN 30.73 per share with the number of
shares of 9,594,497 as at the date of presenting the recommendation.

The dividend shall be paid out from the 2019 profit of the Company amounting of PLN 205,006,000 and from
the reserve capital of the Company in the amount of PLN 89,833,000.

The Management Board proposes 21 September 2020 as a dividend record day, whereas the dividend payment
date as:

* 6 October 2020 — for the amount of PLN 97,288,000, i.e. PLN 10.14 per share;

* 4 November 2020 — for the amount of PLN 197,551,000, i.e. PLN 20.59 per share.

In 2019, the Company paid out dividend amounting to PLN 229,009,000 (PLN 23.93 per share).

11. Income tax

Q.2, 2020 1 H 2020 Q.2, 2019 1 H2019
Current income tax (2,370) (3,494) (663) (899)
Deferred income tax: (312) (602) (2,061) (1,846)
Income tax expense recognised in the
statement of profit or loss (2,682) (4,096) (2,724) (2,745)

12. Property, plant and equipment

12.1. Purchase and sale

1 H 2020 1 H 2019
Acquisition of property, plant and equipment 20,788 38,753
Net value of property, plant and equipment sold 168 20
Profit (loss) on sale of property, plant and equipment (44) 43

In the first half of 2020 and in the first half of 2019 the Company recognised no impairment losses for property,
plant and equipment.

13. Trade and other receivables

In the first half of 2020, the Company recognised write-downs of receivables amounting to PLN 504,000 (in the
first half of 2019 the Company recognised write-downs amounting to PLN 51,000). The write-downs of
receivables are recognised by the Company in the ‘Revaluation of financial assets’ item. In the first half of 2020,
the Company reversed write-downs of receivables amounting to PLN 243,000 (in the first half of 2019 the
Company reversed write-downs amounting to PLN 323,000). The reversal of write-downs resulted from the
receipt of the receivables covered with the write-downs. The write-downs of receivables reversals are booked
under the ‘Revaluation of financial assets’ item.

Short-term receivables 30.06.2020 31.12.2019

Net receivables 249,593 176,324
Trade receivables from related parties 75,878 57,754
Trade receivables from other entities 147,441 116,074
Public law receivables (except for income tax) 0 435
Prepayments (trade-related) for suppliers 519 135
Receivables from employees 21 14
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Deposits on account of transactions hedging the

aluminium price 2 0
Dividend receivables 24,266 0
Prepaid expenses 1,429 1,819
Other receivables 14 93
The fair value of receivables is close to their book value.
14. Inventories
30.06.2020 31.12.2019
Materials 26,944 37,410
Work in progress 41,792 28,029
Finished products 21,241 30,773
Total 89,977 96,212

In the first half of 2020, the Company reversed write-downs of inventories amounting to PLN 741,000 and
recognised write-downs of inventories in the amount of PLN 1,067,000. In the first half of 2019, the Company
did not reverse or recognise write-downs of inventories.

15. Provisions and accruals

The changes in the balance of provisions and accruals are presented in the table below.

Utilisation
31.12.2019 Increases /Reversal 30.06.2020
Provisions and accruals 17,014 7,621 (4,213) 20,422
Long-term part of the provision
for retirement and disability benefits 1,947 126 0 2,073
Competition ban 107 0 (107) 0
Short-term part of the provision
for retirement and disability benefits 178 0 (76) 102
Indemnities 3,704 0 0 3,704
Costs of unused holiday 1,991 3,325 (1,991) 3,325
Costs of annual bonus 8,864 3,889 (1,817) 10,936
Costs of warranty repairs 10 0 (10) 0
Marketing costs 160 231 (160) 231
Other 53 50 (52) 51
31.12.2018 Increases Utilisation 30.06.2019
Provisions and accruals 17,393 7,942 (11,652) 13,683
Long-term part of the provision
for retirement and disability benefits 1,691 0 0 1,691
Short-term part of the provision
for retirement and disability benefits 336 0 0 336
Indemnities 3,704 0 0 3,704
Costs of unused holiday 2,003 3,305 (2,003) 3,305
Costs of annual bonus 9,435 4,585 (9,435) 4,585
Cogeneration fees 182 0 (182) 0
Costs of warranty repairs 10 0 0 10
Other 32 52 (32) 52
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16. Interest-bearing bank credits and loans

Loan Lender Loan 31.12.2019 Increase 54 06,2020
currency (decrease)

Long-term loan BNP Paribas Bank Polska S.A. PLN 78,500 (70,957) 7,543
Long-term loan Bank PKO BP PLN 135,025 17,115 152,140
Short-term part

of the long-term loan Bank PKO BP PLN 46,490 19,476 65,966
Short-term loan BNP Paribas Polska S.A. PLN, EUR 161 (161) 0
Short-term loan ING Bank Polska EUR, PLN 1,651 (1,651) 0
Short-term loan Bank PeKaO S.A. PLN, EUR, 63,424 (9,196) 54,228

usD

Short-term loan Bank Societe Generale PLN, EUR 11,543 (4,232) 7,311
Total 336,794 (49,606) 287,188

The loans bear interest at the WIBOR/EURIBOR/LIBOR rates + bank margin.
The loans repayment complied with the repayment schedule. Loans were taken out for the purpose of managing

the Company liquidity. As at the balance-sheet date and as at 31 December 2019, the Company complied with
all credit/loan covenants.

17. Lease liabilities

The table below presents changes in the balance of the particular discounted values of lease liabilities.

Loan 31.12.2019 Increase

currency (decrease) 30.06.2020

Characteristics Type

Payments on account

Long-term loan of land perpetual PLN 3,579 (93) 3,486
usufruct rights
Payments on account

Short-term loan of land perpetual PLN 177 0 177
usufruct rights

Total 3,756 (93) 3,663

The above liabilities comprise payments for the use of land (land perpetual usufruct rights).

Maturity date
of lease liabilities 30.06.2020 31.12.2019
Up to 1 year 177 177
From 1 to 2 years 18 17
From 2 to 5 years 30 29
More than 5 years 3,438 3,533
Total 3,663 3,756

18. Leases

18.1. Company as a lessee

Costs of lease contracts recognised in the statement of profit or loss:

Costs on account of I H 2020 I H 2019
Lease interest Finance costs (85) (85)
Depreciation Operating costs (depreciation) (84) (84)
Short-term Operating costs (third-party services) (12) (10)
and low-value lease

Total (180) (179)

Value of future lease payments
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30.06.2020 31.12.2019

Value of future lease payments, including: 12,224 12,401
Within up to 1 year 177 177
From 2 to 5 years 885 885
More than 5 years 11,162 11,339
Discount (8,561) (8,645)
Present value of lease liabilities 3,663 3,756

The weighted average incremental borrowing rate for the Company lease is 4.5% (4.5% as at 31 December
2019).

18.2. Company as a lessor
In the reporting period, the Company as a lessor was no party to any significant contracts.

19. Company Management Options Plan

A detailed description of the plan and the principles of valuation of the plan costs are described in the annual
report for 2019, note 24.1. The Group recognises the plan costs proportionally to the vesting period of the rights
to options.

There have been no significant changes in the data presented in the annual financial statements, or the method of
recognising the costs of the management staff share options plan.

20. Trade payables and other liabilities

30.06.2020  31.12.2019

Trade payables to related companies 11,033 5,470
Trade payables to non-related companies 62,184 51,018
Public law payables (except for income tax payables) 11,958 7,433
Payroll payables 5,535 5,008
Payables on account of property, plant and equipment purchase 3,734 11,086
Other 1,851 1,064
TOTAL SHORT-TERM LIABILITIES 96,295 81,079

Trade payables do not bear interest and are usually settled within 30-60 days. Other liabilities do not bear interest
and their average payment period is one month. The said liabilities are not secured with the Company assets.

21. Contractual liabilities

30.06.2020  31.12.2019

Prepayments from customers (trade-related) 1,132 705

The contracts with the customers provide that the above amounts should be realised within up to 12 months.

22. Explanation of the reasons for material changes in the items of
revenue and costs

In first 6 months of 2020 as compared to the first 6 months of 2019, material changes in the particular items of
revenue and costs applied to the following areas:
e decrease in the total revenue by PLN 89,467,000, including mainly:

o decrease in sales revenue by PLN 15,595,000 related to the quantitative growth of sales but
lower aluminium prices;

o decrease in dividend revenue by PLN 73,873,000 resulting from the schedule of approving and
allocation of result at subsidiaries;
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decrease in the total costs of operation by PLN 6,896,000, including:
o increase in depreciation by PLN 773,000, which resulted from the Company investments;

o decrease in the costs of materials and energy consumption by PLN 6,176,000 related to lower
average aluminium prices and quantitative growth of aluminium products sales;

o decrease in the costs of third-party services by PLN 597,000 was related to limited acquisition
of services from contractors and subcontractors in the first half of 2020;

o increase in the costs of taxes and fees by PLN 19,000, which resulted mainly from higher local
fees;

o decrease in the costs of employee benefits by PLN 1,570,000, which resulted mainly from
limitation of fringe benefits in the first half of 2020;

o increase in the write-downs of financial assets by PLN 533,000, related to higher sales and,
consequently, higher receivables, as well as deterioration of contractors’ ratings;

o increase in other operating costs by PLN 122,000, which resulted mainly from the recognition
of write-downs of inventories amounting to PLN 210,000 and reduction of the costs of
advertising and promotion;

change in the balance of finished products and work in progress inventories of PLN 4,222,000 in the
first half of 2020 compared to PLN (16,235,000) in the first half of 2019, which resulted from higher
value of finished products and work in progress in the first half of 2020, whereas in the first half of
2019 the balances had been lower;

As an effect of the above changes, the profit on operating activities in the first half of 2020 amounted to
PLN 134,092,000 and was lower by PLN 62,154,000 than in the preceding year.

higher finance costs by PLN 1,738,000, which resulted from higher foreign exchange losses in the first
half of 2020 and higher the costs of interest, mainly due to their lower capitalisation.

In consideration of the above tax charges higher by PLN 1,351, the net profit in the first half of 2020
amounted to PLN 124,263,000 and was lower by PLN 62,243 compared to the corresponding period of the
preceding year.

23.

Explanation of the reasons of major changes in other items

As at 30 June 2020, compared to 31 December 2019, major changes in the balance-sheet items comprise:

decrease in the value of property, plant and equipment, and intangible assets by PLN 4,341,000
resulting from depreciation charges which amounted to PLN 25,350 in the first half of 2020; the
decrease was partially offset by the acquisition of new assets;

decrease in inventories by PLN 6,235,000, which resulted from lower aluminium prices and optimised
raw materials inventories level;

increase in receivables by PLN 73,269,000, which resulted from the growth of sales and different
business cycle than at 31 December 2019;

decrease in loan liabilities by PLN 49,606,000 and increase in cash by PLN 37,184,000, resulting
mainly from the growth of cash flows on operating activities and reduced expenditure on investment
activities;

increase in the value of equity by PLN 126,914,000, which resulted mainly from the net profit
generated by the Company in the first half of 2020;

increase in liabilities by PLN 15,216,000, which resulted mainly from higher trade liabilities and public
law payables, with the simultaneous drop of liabilities related to the acquisition of property, land and
equipment.
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24. Derivative financial instruments

Financial assets
30.06.2020 31.12.2019

Currency forward contracts hedging cash flows 1,163 1,554
Total 1,163 1,554
Financial liabilities

Futures contracts hedging cash flows for the purchase of aluminium 2,103 134
Total 2,103 134

25. Objectives and principles of financial risk management

The objectives and principles of financial risk management have been described in the annual financial
statements for 2019 published on 25 March 2020, note 38. Compared to the objectives and principles of risk
management described in those statements, there have been no material changes.

Below presented is the detailed information concerning fair values of financial instruments that can be estimated:

- cash and cash equivalents, short-term bank deposits and short-term bank loans. The fair value of the said
instruments is close to their carrying amounts due to their short-term maturity;

- trade receivables, other receivables, trade payables and other liabilities. The fair value of the said instruments is
close to their carrying amounts due to their short-term nature;

- long-term interest-bearing borrowings, bank loans, and lease. The fair value of the said instruments is close to
their carrying amounts due to the fluctuating nature of their interest rates as well as the market level of the
margin;

- financial derivatives at fair value determined as at the balance-sheet date.

26. Capital management

Capital management takes place at the level of the Capital Group of Grupa Kety S.A — description in note 29 to
the interim consolidated statements.

27. Contingent liabilities and assets

The Company received or granted guarantees and security bonds presented in the table below. According to the
Company present estimates, the guarantees and security bonds presented below will not be realised.

For: Purpose Amount Validity
Aluprof S.A. Revolving credit collateral 40,000 30.09.2020
Aluprof S.A. Security bond for Euler Hermes guarantee 1,958 28.02.2023
Aluform sp. z 0.0. Guarantee facility agreement 35,000 30.10.2026
Aluprof S.A. Guarantee facility agreement 20,000 14.03.2029

Guarantees and security bonds received from subsidiaries

From: Purpose Amount Validity
Aluprof S.A. Credit collateral 40,000 30.09.2020
Aluprof S.A. Guarantee facility agreement 20.000 14.03.2029
Aluform sp. z 0.0. Guarantee facility agreement 35,000 30.10.2026
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Moreover:

e Grupa Kety S.A., Alupol Packaging S.A., Aluprof S.A., Alupol Packaging Kety sp. z 0.0. and Romb S.A.
entered into an agreement with PKO BP S.A. for an overdraft facility up to the total amount of PLN 80 million.
All the companies being parties to the agreement are jointly and severally liable for the liabilities related to that
loan. The maximum level of liability of Grupa Kety S.A. is limited to the amount of PLN 80 million. The
amounts of the said loan drawn by other companies as at the balance-sheet date amounted to PLN 9,278,000.
The agreement is valid until 30 September 2020.

Grupa Kety S.A., Alupol Packaging S.A., Aluprof S.A., Alupol Packaging Kety sp. z o0.0., Alupol Films
sp. z 0.0., Aluform sp. z 0.0. and Aluminium Kety Emmi d.o.0. entered into an agreement with Pekao S.A. for
an overdraft facility up to the total amount of PLN 300 million. All the companies being parties to the
agreement are jointly and severally liable for the liabilities related to that loan. The maximum level of liability
of Grupa Kety S.A. is limited to the amount of PLN 80 million. The amounts of the said loan drawn by other
companies as at the balance-sheet date amounted to PLN 33,327,000. The agreement is valid until 31 October
2020.

Grupa Kety S.A. and Aluprof S.A. entered into an agreement with ING S.A. for an overdraft facility up to the
total amount of PLN 50 million. All the companies being parties to the agreement are jointly and severally
liable for the liabilities related to that loan. As at the balance-sheet date Aluprof S.A. was indebted to the
amount of PLN 466,000 under that agreement. The agreement is valid until 31 August 2020.

Grupa Kety S.A., Aluprof S.A., Alupol Packaging S.A., Alupol Packaging Kety Sp. z o.0., Alupol Films
Sp. 0.0. and ROMB S.A. entered into an agreement with BNP Paribas Polska S.A. for an overdraft facility up
to the total amount of PLN 300 million. All the companies being parties to the agreement are jointly and
severally liable for the liabilities related to that loan. The maximum level of liability of Grupa Kety S.A. is
limited to the amount of PLN 80 million. The amount of the said loan drawn by the companies as at the
balance sheet date amounted to PLN 48,170,000. The agreement is valid until 5 July 2021.

Grupa Kety S.A. and Aluform sp. z o0.0. entered into a loan agreement with PKO BP S.A. up to the total
amount of PLN 260 million. All the companies being parties to the agreement are jointly and severally liable
for the liabilities related to that loan. As at the balance sheet date, Aluform sp. z 0.0. did not have any debt
under the aforementioned agreement. The agreement is valid until 31 March 2024.

28. Future liabilities related to the purchase of property, plant and
equipment

As at 30 June 2020, the Company committed to incur expenditures on property, plant and equipment amounting
to PLN 7,066,000 (as at 31 December 2019, the capital expenditure liabilities amounted to PLN 10,183,000).

29. Intercompany transactions

Data referring to the transactions of the Company with its related companies in the period from 1 January 2020
to 30 June 2020 and as at 30 June 2020

Related company Sales Purchases Receivables Liabilities Dividends

Aluprof S.A. 138,424 1,053 71,569 188 0
Alupol Packaging S.A. 855 0 310 0 84,300
Dekret Centrum Rachunkowe Sp. z 0.0. 457 1,009 4 206 309
Aluprof Hungary Kft 145 21 65 21 0
Alupol Ukraina LLC 2,081 4,764 897 2,734 0
Romb S.A. 4,572 68 1,094 0 0
Aluform Sp. z .0.0. 801 29,042 459 7,136 23,965
Alupol Packaging K¢ty Sp. z 0.0. 2,131 20 566 25 0
Alupol Films sp. z 0.0. 288 0 115 0 0
Aluprof Belgium N.V. 46 0 22 0 0
Aluminium Kety EMMI d.0.0 2,955 1,166 753 119 0
Aluminium Kety CSE s.r.o. 0 244 0 40 0
Aluminium Deutschland Kety Gmbh 0 728 0 133 0
Grupa Kety Italia s.r.l. 0 910 0 431 0
Aluprof System Czech s.r.o. 1 0 0 0 0
Aluprof Deutschland Gmbh 1 0 0 0 0
Aluprof Netherlands B.V. 0 0 1 0 0
Aluprof UK Ltd. 50 0 22 0 0
Aluprof System Romania s.r.1 8 0 1 0 0
Razem 152,815 39,025 75,878 11,033 108,574
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29.1. Company transactions with key management staff

In the reporting period, the Company did not enter into any transactions with the key management staff, except
for those described in note 29.2.

29.2.  Costs of remuneration of the Company key management staff

The Company key management staff include: members of the Supervisory Board of the parent company and
members of the Management Board of the parent company.

Management Board: I H 2020 I H 2019
Remuneration at the parent company 1,215 1,242
Provisions for annual bonuses and other benefits at the parent company 2,764 2,258
Costs of treasury share options 87 320
Total costs of the Management Board remuneration at the parent

company 4,066 3,820
Remuneration at other Group companies 219 409
Provisions for annual bonuses and other benefits at other Group

companies 335 241
Costs of share options 35 224
Total costs of remuneration at other Group companies 589 874
Total consideration for the Management Board members 4,655 4,694

Except for the conditions applicable to notice period and the ones resulting from non-competition agreements,
there are no agreements between the parent company and the managing persons which would provide for any
compensation in the case of their resignation or dismissal from their positions for no important reason or where
their dismissal would be related to the Issuer’s merger by acquisition.

Remuneration of the members of the parent company Supervisory Board:
1 H 2020 I H 2019

Supervisory Board 449 423

Total 449 423

29.3.  Company Management Options Plan

In the reporting period, the Management Board took up 10,500 shares of the Company under the third part of the
2012 plan, and 9,600 shares under the first part of the 2015 plan.

Under the plan, as at the balance-sheet date, the Management Board hold options entitling them to take up 6,300
shares from the first part of the 2015 plan, and 4,050 shares from the second part of the 2015 plan.

In addition, the members of the Management Board hold the rights to share options in accordance with the table
below. The rights to acquire the shares will be fulfilled if the eligible person is still employed by the Group as at
30 September 2020, and the other conditions for the acquisition of the right to take up the shares have been
satisfied.

Estimated
number of

Number of share options in the vesting period Nuggfgdof I%/r;gti(:]ate Z:ig:je options meeting
granted to members of the Management Board g i gp the vesting
options conditions

Share options from the third part of the 2015 plan 21,000 01.10.2020 7,087

30. Issue of shares

In the first half of 2020, under the shares issue for the management staff, 11,850 shares of the nominal value of
PLN 29,000 and the issue value of PLN 1,640,000 were entered in the National Court Register. Moreover, as at
the balance-sheet date, 12,700 shares of the issue value of PLN 3,864,000 had not yet been registered by the
Court.
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30.06.2020 31.12.2019
Share premium 39,628 38,018
Total 39,628 38,018

31. Methods of measurement at fair value (fair value hierarchy)

The fair value of futures and forwards is calculated with the use of the present net value of the future cash flows
related to these contracts, based on quoted market prices of forward contracts determined with the application of
the present interest rates.

The fair value of currency forward contracts is determined by reference to the present forward rates of contracts
with similar maturity.

As compared to the preceding year, the Company changed the accounting policy regarding the valuation of
energy-related assets, as described in note 3.

Apart from the change referred to above, as compared to the previous financial year, the Company did not
change the method of measuring derivatives. Derivatives are recognised as assets when their measurement is
positive, and as liabilities when their measurement is negative. Gains and losses due to changes in the fair value
of derivatives which do not meet the principles of hedge accounting are recognised in profit or loss for the
reporting year.

Fair value hierarchy Hierarchy 30.06.2020 31.12.2019
Assets
Hedging derivatives 2 1,163 1,554
Liabilities
Hedging derivatives 2 2,103 134

32. Earnings per share

Below presented are the data related to earnings and the number of shares applied to calculate the basic and
diluted earnings per share.

I H 2020 I H2019
Net profit 124,263 189,506
Weighted average number of ordinary shares assumed for the
calculation of earnings per share Setelld 9,546,259
Weighted average number of ordinary shares assumed for the
calculation of diluted earnings per share* 9,590,116 9,572,192
Basic earnings per share (PLN) 12.97 19.85
Diluted earnings per share (PLN) 12.96 19.80

During the reporting period, the eligible employees took up 10,500 shares of Grupa Kety S.A. under the 2012
plan at the price of PLN 117.10 per share, and 14,050 shares of Grupa K¢ty S.A. under the 2015 plan at the price
of PLN 304.24 per share.

Moreover, the eligible employees hold 47,950 options to acquire shares under the 2015 plan, at the price of PLN
304.24 per share.

The average market price of the Company shares in the period of 6 months of 2020 was PLN 358.64. The
closing price as at 30 June 2020 was PLN 438.

The potential number of ordinary shares associated with the employee options plans increasing the humber of
shares and assumed for the calculation of diluted earnings per share is 8,813.

33. Post-balance-sheet events

Post the balance-sheet date there were no significant events which should be included in these financial
statements.
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[II.LREPORT OF THE MANAGEMENT BOARD ON THE
OPERATIONS OF THE CAPITAL GROUP OF GRUPA KETY S.A.IN
THE FIRST HALF OF 2020

1.  DESCRIPTION OF THE COMPANY AND THE GRUPA KETY
S.A. CAPITAL GROUP

1.1. The Company and the Capital Group business profile

Grupa KETY S.A. (the Company) may boast of over 65 years of experience in aluminium processing. From
1953 to 1992 it operated as a state-owned company under the name Zaktady Metali Lekkich ‘Kety’ [‘Kety” Light
Metals Plant]. In the same year it was transformed into a sole-shareholder company of the State Treasury. In
1995, the Company privatisation process was carried out by way of sale of the majority stake of shares to
financial investors within a public offering at the Warsaw Stock Exchange. In 2001, the name was changed to
Grupa KETY S.A. The Company is registered at the address: 32-650 Kety, ul. Kosciuszki 111. Grupa Kety S.A.
is the parent company for the Capital Group (the Group or the KETY Capital Group) composed of three
operating segments functioning in the following areas:

e production of aluminium profiles and components (Extruded Products Segment, EPS);

e designing and production of architectural systems and external aluminium roller shutters (Aluminium

Systems Segment, ASS);

e production of flexible packaging (Flexible Packaging Segment, FPS).
The KETY Capital Group consists of 24 companies, including 15 foreign subsidiaries. At the end of June 2020,
the Group headcount was 5,188 people, including 1,353 employees at Grupa Kety S.A.

Since 2000, the Group has spent over PLN 2.5 billion on plant and machinery, as well as new products and
services. Thanks to the expenditures made, the Group companies joined the top of the cutting-edge
manufacturing companies in Europe in their respective industries. The Capital Group operates on a global scale,
providing its products and services to customers in over 50 countries.

1.2. Guiding values in our day-to-day work

The Corporate Social Responsibility (CSR) Policy is our response to the challenges related to sustainable
development, not only in economic and market terms, but also as regards social and ecological aspects.

For the future...

‘ensuring employee development, Our values comprise moral
effective use of natural resources, standards, business ethics
safety, environmental protection, and culture, innovative
long-term economic value’ solutions and social

responsibility, reflecting the
way the Grupa Kety S.A.

Gk Capital Group operates
‘A world-class

company in the areas
of its operation’

We declare that within our operations we have made and will continue to make efforts to ensure the creation of
a better society, retaining balance and protecting the environment.

We believe that the long-term success of Grupa KETY depends on its cooperation with a broadly-defined group
of stakeholders. We place particular emphasis on activities beneficial to the Group employees and their families
as well as local communities.
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We operate in line with the adopted Code of Ethics and corporate governance principles, whereas partnership is
the basic value we believe in. We are aware that we impact the environment in a direct and indirect way.
Therefore, we operate such as to reduce that influence to minimum.

1.3. Most important events in the first half of 2020
29 January — selection of the audit firm to carry out the audit of the 2020 financial statements.

5 February — publication of projections for the year 2020.

12 March — in reference to the pandemic of the SARS-Cov-2 virus causing the COVID-19 disease, announced
by the World Health Organisation (WHO), the Management Board appoints within the Risk Management
Committee the team for monitoring hazards and coordinating actions related to the pandemic development and
its impact on the operations of the Capital Group.

20 March — in reference to the growing incidence of infections with the SARS-Cov-2 virus causing the
COVID-19 disease, the Polish government announces the state of epidemic, in accordance with the Act on
Preventing and Combating Infections and Infectious Diseases in People.

26 March — publication of separate and consolidated financial statements for 2020.

22 April — publication of the consolidated financial statements for Q.1 — lack of a major impact of the pandemic
on the results and the operation of the Capital Group.

29 April — following the provisions of the Act on Special Solutions Related to the Prevention, Counteracting and
Fighting COVID-19, the Management Board postpones the planned Annual General Meeting to 20 August. The
change of the AGM date is to enable both the Management and Supervisory Boards and the shareholders to
better assess the situation of the Company in the changing business environment caused by the pandemic.

24 June — publication of estimated financial results for Q.2 — the Management Board estimates that despite the
pandemic the results generated will be higher than those expected at the beginning of the quarter.

2. THE GROUP OPERATIONS

2.1. Management structure

The Kety Capital Group consists of 24 companies and runs businesS in 3 operating segments. The parent
company of the Capital Group is Grupa Kety S.A. Each segment has a leading company, the name of which is at
the same time the main brand by which the products of the particular segment are recognised on the market.
Each segment has in its structures the services necessary to carry out business in the area of both production and
trade.

Some of the specialised functions have been concentrated in competence centres providing services to all the
segments of the KETY Capital Group. These include in particular: bookkeeping, IT services, organisation of
financing, supervision of the acquisition processes, supervision of the risk management policy, internal audit,
and coordination of processes related to corporate social responsibility and sustainable development. In 2020 the
management structure of neither Grupa Kety S.A. nor the Capital Group has changed significantly. The current
structure of the Capital Group is presented in the chart below:
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Extruded Products Segment

NGk

Grupa Kety

Grupa Kety S.A.*

Aluform Sp. z 0.0.*

Alupol LLC (Ukraine)

Aluminium Kety EMMI (Slovenia)
Aluminium Kety Deutschland (Germany)
Grupa Kety ltalia (Italy)

Aluminium Kety CSE (Czech Republic)

Grupa Kety S.A. Capital Group structure

Aluminium Systems Segment

/.\ ALUPROF

Aluprof S.A*

Romb S.A.*

Aluprof System Ukraina (Ukraine)
Aluprof System Romania (Romania)
Aluprof System Czech (Czech Republic)
Aluprof System USA (USA)

Aluprof UK (UK)

Flexible Packaging Segment

Alupol

)

Alupol Packaging S.A.*
Alupol Packaging Kety Sp. z 0.0.*
Alupol Films Sp. z 0.0.*

Other companies

Dekret Centrum Rachunkowe

Aluprof Belgium (Belgium)

Aluprof Deutschland (Germany)
Aluprof Netherlands (Netherlands)
Aluprof Hungary (Hungary)

Marius Hansen Facader (Denmark)

Aluprof Serwis Sp. z 0.0.

The details of the assignment of the particular companies to the operating segments, as well as the percentage
held in their share capital, are presented in Section 2 of the interim condensed consolidated financial statements
for the first half of 2020. All companies of the Capital Group were subject to consolidation.

2.2. Operating segments description
2.2.1.  Supply chain characteristics

The basic raw materials used by the Capital Group include primary aluminium, aluminium scrap as well as semi-
finished products based on aluminium (sheet aluminium and aluminium foil as well as billets made from
aluminium and its alloys). In the production of flexible packaging, the Group also uses various types of films and
plastics granulates (polyethylene, polypropylene), printing paper, paints, adhesives and binders. The list of basic
raw materials is supplemented with accessories and semi-products for the production of aluminium systems:
fittings, weather strips, glazing, etc. Due to the necessity of maintaining high quality of production, the
purchasing policy of the Group is based on cooperation with selected suppliers who guarantee the proper
standards. At the same time, diversification of suppliers has been assumed in order to secure supplies and
maintain their competitiveness. Being aware of its impact on the environment, the Company has been trying, in
the first place, to use the services of local or national suppliers. Unfortunately, due to the nature of the industry,
it is possible only to a limited extent (aluminium scrap, paints, lacquers, thinners, granulate for plastic film
production, and some accessories for systems production). In 2020, approximately 35% of the purchases of raw
materials and other materials were made at Polish suppliers, approximately 60% of deliveries originated from
other European countries and about 5% from the suppliers on other continents.

2.2.2. Extruded Products Segment

Grupa Kety S.A. and the Extruded Products Segment built on its basis are considered to be one of Poland’s
largest manufacturers of extruded products with about 30% market share. The estimated share in the European
market is ca. 3%, which places the Segment at the bottom of the top ten largest players list. The production
potential of the companies of the Grupa Kety includes 13 extrusion presses with the total production capacity of
approximately 92 thousand tonnes, in three locations: Kety, Tychy and Borodianka near Kiev (Ukraine), and two
profile prefabrication plants in Kety and Slovenska Bistrica (Slovenia). The main sectors supplied by the
Segment are: construction and interior design, transport and automotive, electrical engineering, mechanical
engineering, household equipment, with the basic foreign markets being: Germany, Italy, the Czech Republic,
Austria, Hungary, the UK, and Slovenia.
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In the first half of 2020, despite the pandemic, the Segment generated record sales volume compared to the
volumes for the first 6 months of any year. Nearly 43,000 tonnes of products were sold (growth by 7% yly). As
regards value, revenue amounted to PLN 642 million and was lower by 4% y/y, mainly due to lower aluminium
prices on the world’s markets (the average aluminium price in the first half of 2020 expressed in PLN was by 8%
lower y/y). The value of foreign sales was PLN 316 million, which was by 6% higher than in the corresponding
year of 2019. Owing to the pandemic and the limitations related thereto (closure of production plants in some of
the European countries), the economic situation in Europe has been subject to major fluctuations. A positive
impact on the demand for aluminium profiles in Europe was the reduced imports from the Middle and Far East,
caused by disturbances in some logistic chains. This enabled the European manufacturers of extruded products to
stabilise their situation despite a sudden drop in the demand from one of the major recipient sector for extruded
aluminium products, namely automotive.

2.2.3.  Aluminium Systems Segment

Aluprof S.A. is counted among the leaders of the domestic market. It is estimated that as many as 7 out of 10
modern buildings being built in Poland incorporate facade systems supplied by Aluprof. Aluprof S.A. has
5 plants in Poland and 10 divisions in Europe and the USA. The activities of the Segment focus mainly on more
intensive communication with architects, investors and contractors, and also on the export market. According to
the Management Board estimations, the Segment has roughly 2-2.5% of share in the European market and
counts among the top ten of aluminium system solutions suppliers for the construction business. The main
foreign markets of the Segment are: Germany, the UK, the Czech Republic, Belgium, Hungary, Romania, the
USA, Slovakia and the Netherlands.

In 2020, the consolidated revenue of the Segment reached PLN 719 million and was higher by 2% y/y. The
growth of sales was recorded despite the completion in 2019 of the performance of two major fagade installation
contracts, which generated roughly PLN 40 million revenue on services in the first half of 2019. Lower revenue
on the sales of services were more than compensated with the higher sales of the basic product, i.e.
window-and-door systems, and roller shutters, particularly on foreign markets, where sales grow by 7% yly. In
the first six months of 2020, apart from the temporary limitation of the Belgian and UK companies operations,
the Segment has not felt any significant impact of the pandemic on its operating results.

2.2.4. Flexible Packaging Segment

The Flexible Packaging Segment is a leader on the flexible packaging market in Poland, with a share exceeding
20%, and significant manufacturer of packaging in Europe with market share of roughly 1.5%. The Segment is
also a leading manufacturer of BOPP transparent, white, pearl, matte and metallised films on the domestic
market. The Flexible Packaging Segment has a broad portfolio of recipients, with leading domestic
manufacturers and several international food concerns. Most of the printed packaging is still dedicated to the
sector of food concentrates, however, sales to confectionery, fat, dairy, meat, bakery, pharmaceutical and
chemical industries have been growing from year to year.

2020 was another record year with regard to the results of the Alupol Packaging Group companies. Thanks to the
commissioning of the second BOPP film production line in Q.2, 2019, the sales volume grew by nearly 45% yly,
and revenue was generated at the level of PLN 499 million (growth by 27% y/y). The most visible was the
growth of sales on foreign markets, with over 45% increase y/y compared to about 10% increase y/y on the
domestic market. A positive impact on the situation of the European packaging manufacturers was brought about
by the limitation of imports from the Middle and Far East, caused by some hindrances resulting from the
pandemic.
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2.2.5. Financial results of the segments

Figures for 6 months ended on 30 June 2020 (PLN ‘000)

Operating segments FPS EPS ASS Other Eliminations Total
Statement of profit or loss
Revenue from contracts with
customers 498,553 642,293 718,730 8,747 (151,573) 1,716,750
- outside the Group 498,515 500,519 717,099 145 2 1,716,276
- to related parties 38 141,774 1,631 8,602 (151,571) 474
Write-downs of inventories (632) (318) (850) 0 0 (1,800)
Write-downs of receivables 5 (261) (1,692) 0 0 (1,948)
Write-downs of property, plant and
equipment, and intangible assets 0 248 0 0 0 248
Operating profit (EBIT) 104,619 47,932 113,717 101,192 (107,517) 259,943
Depreciation 16,895 32,728 21,893 1,472 23 73,011
EBITDA 121,514 80,660 135,610 102,664 (107,494) 332,954
Interest income 538 155 229 3 0 925
Interest costs (2,696) (4,180) (2,608) (224) 0 (9,708)
Profit before tax 99,000 43,271 111,194 100,043 (107,645) 245,863
Income tax (11,948) (8,785) (22,228) 1,763 (211) (41,409)
Net profit 87,052 34,486 88,966 101,806 (107,856) 204,454
Balance sheet as at 30.06.2020
Total assets 979,162 965,149 920,863 458,505 (464,629) 2,859,050
Liabilities 350,487 441,120 412,169 103,690 (130,234) 1,177,232
Other data
Capital expenditure on property, plant
and equipment 12,797 29,821 15,394 168 0 58,180
Figures for 6 months ended on 30 June 2019 (PLN 000)
Operating segments FPS EPS ASS Other  =liminations Total
Statement of profit or loss
Revenue from contracts with
customers 393,184 667,922 705,207 7,849 (163,467) 1,610,695
- outside the Group 393,145 513,521 703,855 142 0 1,610,663
- to related parties 39 154,401 1,352 7,707 (163,467) 32
Write-downs of inventories (53) (139) (416) 0 0 (608)
Write-downs of receivables (13) 272 (867) 0 0 (608)
Operating profit (EBIT) 58,765 38,574 89,574 174,805 (183,462) 178,256
Depreciation 14,139 32,766 18,589 1,803 16 67,313
EBITDA 72,904 71,340 108,163 176,608 (183,446) 245,569
Interest income 21 159 167 73 0 420
Interest costs (2,331) (3,499) (2,597) (256) 0 (8,683)
Profit before tax 55,386 34,796 84,736 174,938 (183,462) 166,394
Income tax (9,087) (8,107) (16,644) 1,250 185 (32,403)
Net profit 46,299 26,689 68,092 176,188 (183,277) 133,991
Balance sheet as at 30.06.2019
Total assets 1,045,571 1,077,601 958,374 528,407 (625,761) 2,984,192
Liabilities 468,168 601,949 624,266 275,674 (291,442) 1,678,615
Other data
Capital expenditure on property, plant
and equipment 84,540 44,468 27,562 2,156 1) 158,725

The ‘Eliminations’ item covers the elimination of inter-segment transactions and consolidation adjustments. In
the statement of profit or loss it is mainly related to the sale of aluminium profiles by the EPS to the ASS. As
regards assets and equity/liabilities, the eliminations refer mainly to inter-segment settlements on account of the

aforesaid titles. All of the transactions are concluded on arm’s length basis.
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3.  COMPANY GOVERNING BODIES

GENERAL MEETING
The General Meeting is the highest governing body of the Company.

SUPERVISORY BOARD
The composition of the Supervisory Board in the reporting period was as follows:

Szczepan Strublewski — Chairman of the Supervisory Board,

Pawet Niedziotka — Deputy Chairman of the Supervisory Board,
Piotr Kaczmarek — Member of the Supervisory Board,

Bartosz Kazimierczuk — Member of the Supervisory Board,

Piotr Stepniak — Member of the Supervisory Board,

Wojciech Wiodarczyk ~ — Member of the Supervisory Board.

The Supervisory Board members are appointed by the General Meeting from among the candidates
recommended by the shareholders. In the period covered by these statements and in the corresponding period of
the preceding year, there were no women in the Supervisory Board of Grupa Kety S.A.

SUPERVISORY BOARD MEMBERS REMUNERATION POLICY

The Supervisory Board members perform their duties based on appointment by the General Meeting for the
respective term and no agreement is signed with them.

The remuneration of the Supervisory Board members is determined based on a resolution of the General
Meeting. It is a multiple of one-month average monthly remuneration in the sector of companies, announced by
the President of the General Statistical Office [GUS] for the last month of the quarter preceding the remuneration
payment:

- Chairman of the Supervisory Board: three times the average remuneration;

- Deputy Chairman of the Supervisory Board: two and a half times the average remuneration;

- other members of the Supervisory Board: two times the average remuneration.

The members of the Supervisory Board do not take part in the incentive plans based on the issue of the Company
shares.

The table below contains the information on the remuneration of the Supervisory Board members in the
reporting period, and the number of the Company shares held by them.

Number of Grupa Kety S.A. shares Remuneration in the period
held as at 30 June 2020 from 1 January to 30 June 2020
Szczepan Strublewski 0 PLN 99,841.14
Pawet Niedzidtka 0 PLN 83,200.98
Piotr Kaczmarek 0 PLN 66,560.76
Bartosz Kazimierczuk 0 PLN 66,560.76
Piotr Stepniak 0 PLN 66,560.76
Wojciech Wtodarczyk 0 PLN 66,560.76

MANAGEMENT BOARD

The Company Management Board, headed by its President, manages the Company affairs and represents it
vis-a-vis third parties. Two members of the Management Board acting jointly are authorised to make
declarations of will and sign documents on behalf of the Company. Any matters related to the management of
the Company’s affairs, which are not reserved for the other governing bodies of the Company, are handled by
the Management Board. The detailed methods of the Management Board operation are determined in the
Management Board By-law, passed by the Management Board and approved by the Supervisory Board. The
meetings of the Company Management Board are held at least once a month. As at the last day of the reporting
period, the Management Board was composed of:

Dariusz Manko — President of the Management Board,
Rafat Warpechowski — Member of the Management Board,
Piotr Wysocki — Member of the Management Board,
Tomasz Grela — Member of the Management Board,

In the period covered by these statements and in the corresponding period of the preceding year, there were no
women in the Management Board.
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In accordance with the declarations made as at the last day of the reporting period, the persons managing the
Company held 228,761 ordinary bearer shares of Grupa Kety S.A., including: Dariusz Manko 156,358 shares
(decrease by 3,360 shares since 31 December 2019), Rafal Warpechowski 0 shares (no changes), Piotr Wysocki
51,335 shares (increase by 6,900 shares since 31 December 2019), Tomasz Grela 21,068 shares (increase by
4,200 shares since 31 December 2019). In addition, within the incentive plan adopted at the General Meeting on
23 April 2015, the Management Board members held:

- the right to acquire 6,300 K series bonds with the pre-emptive right to take up H series ordinary bearer shares,
and in that number: Dariusz Manko — 6,300 bonds, in accordance with the terms and conditions of the plan;

- the right to acquire 4,050 L series bonds with the pre-emptive right to take up H series ordinary bearer shares,
and in that number: Dariusz Manko — 4,050 bonds, in accordance with the terms and conditions of the plan;

- the right to acquire, in accordance with the current estimation of parameters satisfaction, 7,087 M series bonds
with the pre-emptive right to take up H series ordinary bearer shares, and in that number: Dariusz Mafiko — 3,038
bonds, Piotr Wysocki — 2.025 bonds, and Tomasz Grela — 2,025 bonds, in accordance with the terms and
conditions of the plan.

MANAGEMENT BOARD MEMBERS REMUNERATION POLICY

BASIC OBJECTIVES OF THE ASSUMED REMUNERATION POLICY:
- long-term creation of value of the Grupa Kety S.A. Capital Group;
- attracting and keeping the best specialists;
- motivating them to achieve the best financial results;
- ensuring the transparency of the remuneration system and lack of discrimination.

EMPLOYMENT TERMS

The members of the Company Management Board are appointed to fulfil their functions with the Board based on
the resolutions of the Supervisory Board of Grupa Kety S.A. The Management Board members are employed by
way of an employment contract conclusion or appointment to fulfil the function of a member of the Management
Board through a resolution of the Supervisory Board.

Terms of employment based on an employment contract: full time, unlimited period, notice periods compliant
with the Labour Code provisions, or 3 months if the notice is filed by the employee, and 6 months if the notice is
filed by the employer.

No separate employment contract is concluded if a Management Board member is employed by way of a
resolution of the Supervisory Board.

Employment through resolution of the Supervisory Board refers to the Management Board members responsible
for the particular operating segments who are additionally employed based on contract at the respective
segments.

REMUNERATION PRINCIPLES
The remuneration structure is created such as to enable effective competing on the market with regard to
employment of high-competence team. The level of remuneration reflects the scope of liability and the possessed
experience, whereas in the variable part — the financial results generated. The particular components of the
remuneration are determined by the Company Supervisory Board and cover:
o fixed remuneration elements: basic monthly salary in reference to the function fulfilled within the
Management Board,

e variable remuneration, as an incentive tool to attain objectives which enable long-term development and
increase of the Group value for the shareholders.
The value of variable remuneration depends on the level of fixed remuneration and the growth rate of
profit on operating activities plus depreciation and amortisation (EBITDA) as well as the net profit of
the KETY Capital Group compared to the benchmark growing every year. Obtaining of an annual
bonus depends on the achievement of the minimum level of the assumed EBITDA and net profit growth
rate (80% growth compared to the benchmark for the respective year), plus generation by the Group of
at least 10% EBITDA margin in the given year. The parameters may be corrected in the event a
company is acquired whose EBITDA exceeds 10% of the Group profit in the given year. The value of
annual bonus cannot exceed 2.5 times the annual basic salary.
In reference to the members of the Management Board in charge of the particular operating segments,
the variable remuneration is calculated in accordance with the principles specified above, whereas half
of the remuneration depends on the attainment of the aforesaid parameters by the Capital Group, and
the other half on the attainment of the parameters within the respective operating segment.
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ADDITIONAL BENEFITS FOR THE MANAGEMENT BOARD MEMBERS

- the ‘P Plus’ Group life insurance programme, with the possibility to join on the conditions resulting from the
agreement concluded by and between the Company and the insurer;

- the ‘Opieka Medyczna S* Group life and health insurance programme as well as hospital insurance, with the
possibility to join on the conditions resulting from the agreement concluded by and between the Company and
the insurer, in accordance with the provisions of the Company Collective Bargaining Agreement;

- the ‘Pogodna Pszyszto$¢” Group life insurance with insurance capital fund, with the possibility to join on the
conditions resulting from the agreement concluded by and between the Company and the financial institution, in
accordance with the provisions of the Company Collective Bargaining Agreement;

- Employee Capital Plans — possibility to join on the conditions resulting from the agreement concluded by and
between the Company and the financial institution.

COMPETITION BAN

The members of the Management Board sign non-competition agreements for the term of employment and
afterwards for 12 or 15 months. The remuneration on account of the competition ban (monthly) equals 25% of
the average monthly salary received in the last year of the employment contract or 50% of basic salary. The
competition ban post the employment term is terminated if the respective member of the Management Board
takes up a position at another company of the Capital Group.

INCENTIVE PLANS

The Management Board members participate in incentive plans passed by the General Meeting of the Company
in reference to shares. The detailed principles of each plan are regulated on case by case basis by way of a
resolution of the Company General Meeting and the rules of the plan approved by resolution of the Supervisory
Board.

Considering the parameters specified in the principle of the variable component payout (financial results growth)
and the performance parameters of share-based plans (financial results growth and share price increase), the
remuneration policy applied by the Company contributes, in the opinion of the Management Board, to the
performance of business strategy and long-term objectives as well as the Company stability.

The Nomination and Remuneration Committee of the Supervisory Board analyses periodically the components
of the remuneration granted and paid out to the Company Management Board members.

The remuneration paid out to the Management Board members for the reporting period covered with this report
amounted to, respectively:

Remuneration
Basic Bonuses/ from other
remuneration premiums Other components companies of the
Capital Group
Dariusz Manko PLN 510,000 - PLN 3,273 -
Rafat Warpechowski PLN 306,000 - PLN 2,708 -
Piotr Wysocki PLN 300,000 - PLN 3,760 PLN 6,006
Tomasz Grela PLN 90,000 — PLN 90 PLN 212,973

Moreover, within the 12 months of 2019, a provision was established at the Group level for the payment of the
bonuses/premiums to the Management Board members for the year 2019, payable in 2020, in the amount of
PLN 4,812,000.

In the first 6 months of 2020, a provision was established at the Group level for the payment of the
bonuses/premiums to the Management Board members for the year 2020, payable in 2021, in the amount of
PLN 3,099,000.

In the reporting period, Grupa Kety S.A. neither concluded any material transactions with related, supervising
and managing persons nor granted loans, guarantees or security bonds to such persons and such persons’
relatives. There are no agreements between Grupa Kety S.A. and the managing persons which would provide for
any compensation in the case of their resignation or dismissal from their positions for no important reason or
where their dismissal would be related to the Issuer’s merger by acquisition, except for the conditions included
in the term of notice or non-competition agreements.
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4.  FINANCIAL DATA

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Q.2,2019 1 H 2019
QIEREnE] |2y (restated) (restated)
Total operating revenue, including: 892,747 1,732,868 835,426 1,616,337
Revenue from contracts with customers 887,799 1,716,750 831,810 1,610,695
- including from sales to associates 611 474 0 32
Other operating revenue 4,948 7,118 3,616 5,642
Share in net profit of entities accounted for using the
equity method (642) (387) 173 384
Change in the level of product inventories and work in (1,063) 7,965 (12,784) (21.,564)
progress
Cost of manufacturing of products for own needs 4,267 7,285 4,073 6,613
Total operating costs, including: (743,767) (1,478,788) (725,252) (1,423,514)
Depreciation (35,820) (73,011) (33,862) (67,313)
Materials and energy, and the value of trade goods and
materials sold (518,694) (1,027,459) (504,456) (992,237)
Third-party services (60,317) (119,169) (60,993) (116,718)
Taxes and fees (4,553) (8,767) (4,416) (7,828)
Employee benefits (117,755) (237,325) (112,708) (224,959)
Revaluation of financial assets — IFRS 9 (1,086) (1,948) (637) (608)
Other operating costs (5,542) (11,109) (8,180) (13,851)
Profit on operating activities 151,542 259,943 101,636 178,256
Financial revenue 504 926 (24) 422
Finance costs (8,773) (15,006) (6,985) (12,284)
Profit before tax 143,273 245,863 94,627 166,394
Income tax (22,159) (41,409) (18,762) (32,403)
Net profit on continued operations 121,114 204,454 75,865 133,991
Attributable to non-controlling interests 152 187 81 258
Attributable to owners of the parent 120,962 204,267 75,784 133,733
Earnings per share attributable to owners of the parent (PLN)
Basic 12.62 21.32 7.94 14.01
Diluted 12.61 21.30 7.92 13.97
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Q.2, 2019 1 H2019
Q2 2 -2 (restated) (restated)
Net profit for the period 121,114 204,454 75,865 133,991
Other comprehensive income recognised in profit or loss 4,883 (4,295) (4,779) 3,418
Cumulative translation adjustment for related parties (1,784) 335 (886) (19)
Valuation of cash flow hedging instruments 9,404 (4,301) (4,396) 4,540
Result on cash flow hedging transactions (938) (1,146) (371) (279)
Income tax related to other comprehensive income
recognised in profit or loss (1,799) 817 874 (824)
Comprehensive income for the period 125,997 200,159 71,086 137,409
Comprehensive income attributable to:
Non-controlling interests 152 187 81 258
Owners of the parent 125,845 199,972 71,005 137,151

Consolidated report for the first half of 2020

60



THE CAPITAL GROUP OF GRUPA KETY S.A.

(PLN “000)

CONSOLIDATED BALANCE SHEET

ASSETS 30.06.2020 31.12.2019
(restated)

I. Non-current assets 1,651,010 1,677,409
Property, plant and equipment 1,424,573 1,436,057
Right-of-use assets 44 958 44 587
Intangible assets 35,677 37,244
Goodwill 19,979 19,867
Investment properties 4,001 3,315
Interests in associates 3,926 4,978
Long-term receivables 2,211 5,930
Advance payments for the purchase of property, plant 9,004 10,329
and equipment

Deferred tax assets 106,681 115,102

I1. Current assets 1,208,040 1,098,177
Inventories 457,754 448,810
Income tax receivables 1,778 1,929
Trade and other receivables 590,764 537,151
Contractual assets 2,290 3,899
Short-term investments 38 90
Derivative financial instruments 2,682 2,706
Cash and cash equivalents 152,734 103,592

Total assets 2,859,050 2,775,586

EQUITY/LIABILITIES 30.06.2020 31.12.2019
(restated)

1. Equity 1,681,818 1,476,137
Share capital 67,854 67,825
Share premium 39,628 38,018
Non-registered capital from the issue of shares 3,864 0
Capital from share based payments 26,707 26,392
Result on cash flow hedging transactions (1,449) (303)
Capital from the revaluation of hedging instruments (2,579) 905
Retained earnings 1,573,840 1,369,869
Cumulative translation adjustment for foreign companies (27,566) (27,901)
Equity attributable to owners of the parent 1,680,299 1,474,805
Equity attributable to non-controlling interests 1,519 1,332

I1. Long-term liabilities 502,957 559,781
Loan payables 380,576 437,360
Lease liabilities 22,128 21,419
Other liabilities 1,342 1,310
Provisions 499 721
Provisions for employee benefits 17,913 16,807
Deferred income 36,404 36,731
Deferred tax liability 44,095 45,433

111. Short-term liabilities 674,275 739,668
Loan payables 232,461 369,583
Lease liabilities 3,306 4,015
Income tax payables 15,031 14,101
Trade payables and other liabilities 357,031 294,749
Contractual liabilities 15,850 13,037
Provisions and accruals 41,681 40,250
Derivative financial instruments 5,872 1,722
Deferred income 3,043 2,211

Total equity/liabilities 2,859,050 2,775,586
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CONSOLIDATED STATEMENT OF CASH FLOWS

Q22020 1MW Gl (esen

Cash flow from operating activities

Profit before tax 143,273 245,863 94,627 166,394
Adjustments: 39,557 88,583 35,110 75,727
Share in net profit of entities accounted for using the equity method 642 387 173) (384)
Dividends from associated companies 905 905 0 0
Depreciation 35,820 73,011 33,862 67,313
Recognition/(reversal) of write-downs (139) (261) (60) 0
Net profit from currency translation differences (1,601) 5,307 (110) 308
(Profit)/loss from sales of property, plant and equipment (126) (204) (167) (331)
Interest 4,592 9,407 1,779 8,045
Proceeds/(expenses) related to hedging instruments recognised in equity (938) (1,146) (371) (279)
Costs of share based payments 128 315 428 855
Other items (net) 274 862 (78) 200
Cash flow from operating activities before the change of working

capital and tax payment 182,830 334,446 129,737 242,121
Change in inventories (1,180) (8,944) 18,500 42,446
Change in net receivables 49,830 (48,285) 7,360 (63,701)
Change in short-term liabilities, except for loans and leases (1,105) 78,777 6,246 72,447
Change in provisions ,727) 2,315 (8,293) (3,957)
Change in deferred income 961 505 (158) 64
Cash flow from operating activities before tax 229,609 358,814 153,392 289,420
Tax paid (20,256) (32,117) (15,903) (28,780)
Net cash from operating activities 209,353 326,697 137,489 260,640
Cash flow from investing activities

(+) Proceeds: 128 724 269 935
Sales of intangible assets, and property, plant and equipment 128 724 269 935
(-) Expenses: (30,041) (72,889) (92,279)  (145,377)
Acquisition of intangible assets, and property, plant and equipment (30,041) (72,889) (92,279)  (145,377)
Net cash from investing activities (29,913) (72,165) (92,010)  (144,442)
Cash flow from financing activities

(+) Proceeds: 175,245 225,047 69,415 149,823
Issue of shares 3,864 5,504 2,130 2,130
Proceeds from loans and credits 171,381 219,543 67,285 147,693
(-) Expenses: (365,082)  (430,437) (71,798)  (165,130)
Dividends to non-controlling interests 4) (296) 0 (400)
Repayment of loans and borrowings (358,374)  (418,662) (66,433)  (154,716)
Payment of lease liabilities (1,256) (2,422) (855) (2,070)
Interest on borrowings (5,448) (9,057) (4,510) (7,944)
Net cash from financing activities (189,837)  (205,390) (2,383) (15,307)
Total net cash flows: (20,397) 49,142 43,096 100,891
Cash and cash equivalents at the beginning of the period 163,131 103,592 158,476 100,681
Cash and cash equivalents at the end of the period 152,734 152,734 201,572 201,572
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Non-registered capital from the issue of shares
Result on cash flow hedging transactions

Capital from the revaluation of hedging instruments
Cumulative translation adjustment for subsidiaries
Equity attributable to owners of the parent
Equity attributable to non-controlling interests

Capital from share based payments

4
= £
s 2 s 2
5 5 3 E
o o (<5
@ o £ =
Present year & & 8 5
n n @ }—
Equity as afrgslta?:g)ember 2019 67,825 38,018 0 26392 (303) 905 1,360,860  (27,901) 1,474,805 1332 1,476,137
Comprehensive income for the
period: 0 0 0 0 (1,146) (3.484) 204,267 335 199,972 187 200,159
Net profit for the period 0 0 0 0 0 0 204,267 0 204,267 187 204,454
Other comprehensive income 0 0 0 0 (1,146) (3,484) 0 335 (4,295) 0 (4,295)
Valuation of share based payments 0 0 0 315 0 0 0 0 315 0 315
Dividends 0 0 0 0 0 0 (296) 0 (296) 0 (296)
Issue of shares 29 1,610 3,864 0 0 0 0 0 5,503 0 5,503
Equity as at 30 June 2020 67,854 39,628 3,864 26,707 (1,449) (2579) 1573,840  (27,566) 1,680,299 1,519 1,681,818
Previous year
Equity as afrgslta?:gfmber 2018 67,763 33,900 0 24322 (531)  (7,365) 1305735  (30,414) 1,393,410 791 1,394,201
Compre"e”?;’;()'z?ome for the 0 0 0 0 (279) 3716 133,733 (19 137,151 258 137,409
Net profit for the period 0 0 0 0 0 0 133,733 0 133,733 258 133,991
Other comprehensive income 0 0 0 0 (279) 3,716 0 (19) 3,418 0 3,418
Valuation of share based payments 0 0 0 855 0 0 0 0 855 0 855
Dividends 0 0 0 0 0 0 (229,491) 0 (229,491) 0 (229,491)
Issue of shares 0 0 2,130 0 0 0 0 0 2,130 0 2,130
Equity as at 30 June 2019
(restated) 67,763 33,900 2,130 25,177 (810) (3649) 1,209,977  (30,433) 1,304,055 1,049 1,305,104
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4.1.  Separate financial statements of Grupa Kety S.A.

STATEMENT OF PROFIT OR LOSS

Q.2,2019 1 H 2019
Q2 20k 15 0P (restated) (restated)
Total operating revenue, including: 405,027 691,503 491,373 780,970
Revenue from contracts with customers 295,976 581,917 308,494 597,512
Other operating revenue 477 1,012 432 1,011
Dividends 108,574 108,574 182,447 182,447
Change in the level of products and work in (6,264) 4,222 (5,105) (16,235)
progress
Cost of manufacturing of products for own needs 1,694 2,942 1,480 2,982
Total operating costs, including: (276,093) (564,575) (292,843) (571,471)
Depreciation (12,533) (25,350) (12,417) (24,577)
Materials and energy, and the value of trade goods and
materials sold (190,675) (390,226) (202,851) (396,402)
Third-party services (39,385) (79,205) (42,295) (79,802)
Taxes and fees (1,541) (3,028) (1,655) (3,010)
Employee benefits (31,226) (64,866) (33,000) (66,436)
Revaluation of financial assets 9 (261) 271 272
Other operating costs (742) (1,639) (896) (1,516)
Profit on operating activities 124,364 134,092 194,905 196,246
Financial revenue 103 128 (87) 134
Finance costs (2,127) (5,861) (1,557) (4,129)
Profit before tax 122,340 128,359 193,261 192,251
Income tax (2,682) (4,096) (2,724) (2,745)
Net profit on continued operations 119,658 124,263 190,537 189,506
Basic net earnings per share (PLN) 12.48 12.97 19.96 19.85
Diluted net earnings per share (PLN) 12.47 12.96 19.91 19.80
STATEMENT OF COMPREHENSIVE INCOME
Q.2,2019 1 H 2019
Q.2,2020 | H 2020 (restated) (restated)
Net profit for the period 119,658 124,263 190,537 189,506
Other comprehensive income recognised in profit
or loss, including: 4,457 (3,166) (2,504) 1,482
Valuation of cash flow hedging instruments 6,661 (2,494) (2,669) 2137
Result on cash flow hedging transactions (938) (1,146) 372) 279)
Income tax related to other comprehensive income (1,266) 474 537 (376)
Comprehensive income for the period 124,115 121,097 188,033 190,988
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BALANCE SHEET
ASSETS 30.06.2020 3(lrélsféfgdl)9

I. Non-current assets 881,166 885,290
Property, plant and equipment 491,570 495,638
Intangible assets 6,720 6,993
Right-of-use assets 11,804 11,888
Shares and interests 369,615 369,440
Advance payments for the purchase of property, plant and e 1331

equipment : ,

I1. Current assets 384,564 282,235
Inventories 89,977 96,212
Income tax receivables 0 1,498
Trade and other receivables 249,593 176,324
Derivative financial instruments 1,163 1,554
Cash and cash equivalents 43,831 6,647

Total assets 1,265,730 1,167,525

EQUITY/LIABILITIES

I. Equity 800,996 674,082
Share capital 67,854 67,825
Share premium 39,628 38,018
Non-registered capital from the issue of shares 3,864 0
Capital from share based payments 26,706 26,392
Capital from the revaluation of cash flow hedging instruments (761) 1,259
Result on cash flow hedging transactions (1,449) (303)
Retained earnings 665,154 540,891

I1. Long-term liabilities 217,843 272,099
Loan payables 159,683 213,525
Lease liabilities 3,486 3,579
Provisions 0 107
Provisions for employee benefits 2,073 1,947
Subsidies 27,791 28,258
Deferred income tax provision 24,810 24,683

I11. Short-term liabilities 246,891 221,344
Loan payables 127,505 123,269
Lease liabilities 177 177
Income tax payables 339 0
Trade payables and other liabilities 96,295 81,079
Contractual liabilities 1,132 705
Provisions and accruals 18,349 14,960
Derivative financial instruments 2,103 134
Subsidies 991 1,020

Total equity/liabilities 1,265,730 1,167,525
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STATEMENT OF CASH FLOWS

Q.2,2019 1 H 2019
Q.2, 2020 1 H 2020 (restated) (restated)
Cash flow from operating activities
Profit before tax 122,340 128,359 193,261 192,251
Adjustments: 13,016 31,522 13,208 27,700
Depreciation 12,533 25,350 12,417 24,577
Recognition/(reversal) gf write-downs of (86) (208) 0 0
property, plant and equipment
Net (profit)/loss from currency translation differences (1,374) 2,518 (814) (617)
(Profit)/loss from sales of property, plant and equipment (51) m (135) (43)
Interest 2,272 4,222 3,636 3,598
Reali_se_d result on _trans_action_s hedging the price of (938) (1,146) (2,082) 279)
aluminium recognised in equity
Costs of share based payments 57 139 222 443
Net value of property, plant and equipment liquidated 603 603 (36) 21
Cash flow from operating activities before the change of
working capital and tax payment 135,356 159,881 206,469 219,951
Change in inventories 12,670 6,235 6,041 32,451
Change in net receivables (3,437) (73,270) (189,352) (245,794)
Change in short-term liabilities, except for loans (21,103) 21,690 4,828 41,195
Change in provisions 1,455 3,407 (6,105) (3,710)
Change in subsidies (247) (495) (248) (493)
Cash flow from operating activities before tax 124,694 117,448 21,633 43,600
Tax (paid)/refunded 129 (1,657) (2,624) (4,974)
Net cash from operating activities 124,823 115,791 19,009 38,626
Cash flow from investing activities
(+) Proceeds: 51 124 25 63
Sales of intangible assets, and property, plant and equipment 51 124 25 63
(-) Expenses: (9,211) (27,833) (18,875) (40,075)
Acquisi@ion of intangible assets, and property, plant (9.211) (27,833) (18,875) (40,075)
and equipment
Net cash from investing activities (9,160) (27,709) (18,850) (40,012)
Cash flow from financing activities
(+) Proceeds: 103,755 162,988 9,165 33,832
Net proceeds from the issue of shares 3,864 5,503 2,130 2,130
Proceeds from loans and credits 99,891 157,485 7,035 31,702
(-) Expenses: (186,297) (213,886) (21,169) (31,176)
Repayment of loans (183,194) (209,534) (29,091) (27,838)
Interest on loans (2,926) (4,175) (2,078) (3,161)
Payment of lease liabilities a77) a77) 0 a77)
Net cash from financing activities (82,542) (50,898) (12,004) 2,656
Total net cash flows: 33,121 37,184 (11,845) 1,270
Cash and cash equivalents at the beginning of the period 10,710 6,647 28,972 15,857
Cash and cash equivalents at the end of the period 43,831 43,831 17,127 17,127
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STATEMENT OF CHANGES IN EQUITY
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Equity as at 31 December 2019 (restated) 67,825 38,018 0 26,392 1,259 (303) 540,891 674,082
Comprehensive income for the period: 0 0 0 0 (2,020) (1,146) 124263 121,097
Net profit for the period 0 0 0 0 0 0 124,263 124,263
Other comprehensive income 0 0 0 0 (2,020) (1,146) 0 (3,166)
Costs of share based payments 0 0 0 314 0 0 0 314
Issue of shares 29 1,610 3,864 0 0 0 0 5,503
Equity as at 30 June 2020 67,854 39,628 3,864 26,706 (761) (1,449) 665,154 800,996
Previous year
Equity as at 31 December 2018 (restated) 67,763 33,900 0 24,322 (3,208) (532) 564,503 686,748
Comprehensive income for the period: 0 0 0 0 1,761 (279) 189,506 190,988
Net profit for the period 0 0 0 0 0 0 189,506 189,506
Other comprehensive income 0 0 0 0 1,761 (279) 0 1,482
Costs of share based payments 0 0 0 855 0 0 0 855
Dividends 0 0 0 0 0 0 (229,091) (229,091)
Issue of shares 0 0 2,130 0 0 0 0 2,130
Equity as at 30 June 2019 (restated) 67,763 33,900 2,130 25,177 (1,447) (811) 524,918 651,630

4.2.  Management Board comments on the financial statements

The basic objective of the ‘Strategy 2020’ is to ensure steady increase in shareholder value. One of the main
conditions for achieving that goal is sustainable development resulting in systematic growth of generated profits
and cash. The Management Board believes that in the first half of 2020 the objectives were fully attained, despite
the SARS-Cov-2 virus pandemic lasting since March. The companies of the KETY Capital Group recorded a
number of achievements in the market, product, finance and non-finance (ESG) areas.

Sales revenue increased by 7%, to PLN 1,717 million, out of which around 50% were sales to our customers on
international markets. Thanks to high utilisation of production capacity (over 90%), relatively low raw materials
prices and high operating efficiency, 46% growth of profit on operating activities y/y was achieved, to the
amount of PLN 260 million. Taking into account the result on financing activities, which is mostly affected by
the Group debt service costs and tax charges, the consolidated net profit attributable to owners of the parent
amounted to PLN 204 million, representing 53% growth compared to the previous year value.

Higher operating profit and reduction of net demand for working capital increased cash flows from operating
activities in the first half of the year to PLN 327 million, which represents a growth of 25% compared to the
preceding year.

Cash expenditures on investing activities in the first half of the year amounted to PLN 72 million and were
mainly related to the carried out investment projects. In relation to the external situation, at the end of Q.1, 2020
optimisation activities in that regard were implemented.

The net debt of the KETY Capital Group dropped in 2020 by PLN 243 million, to PLN 460 million. In effect,
the net debt to EBITDA ratio for the last 12 months reached the safe value of 0.8 at the end of June 2020,
whereas net financial leverage (net debt to equity) reached 27% and was lower by 47% compared to the status at
the end of 2019.
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The Management Board positively assesses the generated financial results in all material respects. Despite the
uncertainty on the market caused by the pandemic, the Capital Group reported an improvement in operating
results on many markets thanks to its diversified operations (manufacturing of aluminium products, architectural

systems and packaging).

43.  Loans, lease liabilities and contingent liabilities

Long-term loans:

Loan Increases/
Borrower Lender currency 31.12.2019 (decreases) 30.06.2020
Grupa Kety S.A. PKO BP S.A. PLN 135,025 17,116 152,141
Bank BGZ BNP Paribas SABank PLN/EUR
Grupa Kety S.A. Polska S.A. 78,500 (70,957) 7,543
. Bank BGZ BNP Paribas SABank PLN
Alupol Packaging Kety sp. z o.0. Polska S.A. 34,711 (12,465) 22,246
. Bank BGZ BNP Paribas SABank EUR
Alupol Packaging Kety sp. z 0.0. Polska S.A. 4,344 (4,344) 0
. Bank BGZ BNP Paribas SABank PLN
Alupol Packaging Kety sp. z 0.0. Polska S.A. 32,218 2,316 34,534
Alupol Packaging Kety sp. z 0.0. mBank S.A. EUR 355 (355) 0
. Bank BGZ BNP Paribas SABank EUR
Alupol Packaging Kety sp. z 0.0. Polska S.A. 634 (293) 341
Romb Bank BGZ BNP Paribas SABank PLN 14,332 (995) 13,337
Polska S.A.
Aluprof S.A. ING Bank Polska S.A. PLN 15,529 36,703 52,232
Aluprof S.A. Bank PekaO S.A. PLN 28,333 (14,166) 14,167
Bank BGZ BNP Paribas SABank PLN
Aluprof S.A. Polska S.A. 99 200 299
. Bank BGZ BNP Paribas SABank PLN
Alupol Films sp. z 0.0. Polska S.A. 1,999 (1,199) 800
Alupol Films sp. z 0.0. mBank S.A. PLN 35,000 47,936 82,936
. Bank BGZ BNP Paribas SABank PLN
Alupol Films sp. z 0.0. Polska S.A. 579 (579) 0
. Bank BGZ BNP Paribas SABank EUR
Alupol Films sp. z 0.0. Polska S.A. 9,993 (9,993) 0
Alupol Films sp. z 0.0. mBank S.A. EUR 45,709 (45,709) 0
Total 437,360 (56,784) 380,576
Short-term loans:
Loan Increases/
Borrower Lender currency 31.12.2019 (decreases) 30.06.2020
Grupa Kety S.A. Bank PKO BP S.A.* PLN 46,490 19,475 65,965
Grupa Kety S.A. BNP Paribas Bank Polska S.A. PLN/EUR 161 (161) 0
Grupa Kety S.A. ING Bank Polska S.A. PLN 1,651 (1,651) 0
Grupa Kety S.A. Bank Pekao S.A. PLN 63,425 (9,197) 54,228
Grupa Kety S.A. Bank Societe Generale S.A. EUR 11,543 (4,232) 7,311
Alupol Packaging Kety sp. z 0.0. Bank PKO BP S.A. PLN 3,231 (2,981) 250
Alupol Packaging Kety Sp. zo.o.  Bank Pekao S.A. PLN/USD 20,649 (7,698) 12,951
Alupol Packaging Kety Sp. zo.o.  BNP Paribas Bank Polska S.A. PLN 23,163 (703) 22,460
Aluprof S.A. Bank Pekao S.A. PLN 79,890 (51,557) 28,333
Aluprof S.A. Societe Generale S.A. PLN 12,002 (12,002) 0
Aluprof S.A. ING Bank Polska PLN 48,942 (37,183) 11,759
ROMB S.A. Bank PKO BP S.A. PLN 8,421 607 9,028
Alupol Films sp. z 0.0. Bank Pekao S.A. EUR 26,645 (26,645) 0
Alupol Films sp. z 0.0. BNP Paribas Bank Polska S.A. PLN 30 769 799
Alupol Films sp. z 0.0. mBank S.A. EUR 4,995 (4,995) 0
Aluform sp. z 0.0. Bank Pekao S.A. EUR 29 (12) 18
Aluminium Kety Emmi d.o.o. Bank Pekao S.A. EUR 18,316 986 19,302
Alupol Packaging S.A. Bank PKO BP S.A. EUR 0 57 57
Total 369,583 (137,122) 232,461

*Short-term part of long-term loans.
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In the first half of 2020 and as at 31 December 2019, the Group complied with all credit/loan covenants. The

Group loans bear interest at variable rates determined on arm’s length basis in reference to
WIBOR/EURIBOR/LIBOR plus the bank margin.

LEASE LIABILITIES (in PLN ‘000)

Maturity date:

30.06.2020 31.12.2019
Short-term 3,306 4,015
From 1 to 3 years 7,648 8,958
More than 3 years 14,480 12,461
Total 25,434 25,434
CONTINGENT LIABILITIES (PLN °000)
30.06.2020 31.12.2019
Bank performance bonds for construction contracts* 12,173 14,383
Insurance performance bonds for construction contracts 2,784 2,175
Subsidies (in the period of conditions fulfilment) 5,847 5,401
Total 20,804 21,959

*Construction-related guarantees refer to the proper performance of construction service contracts, and their validity dates
depend on the terms and conditions of the particular contracts.

5. ANNUAL PROJECTIONS AND DEVELOPMENT STRATEGY

The strategy currently being implemented was published by the Company in 2015 and covered the period ending
in 2020. In 2017, in relation to a significant progress in its execution, the Management Board of the Company
increased the targets of the ‘Strategy 2020°. The assumptions for the 2020 annual projection, disclosed in
February 2020, should they be achieved, mean that the Capital Group will attain or even exceed all of the
objectives of the strategy for the years 2015-2020.

oottt | g || 20 crams o) | 2205081 oo
Sales revenue 3,205 3,314 +3% 3,357 99%
EBITDA profit/loss* 523 535 +2% 514 104%
EBIT profit/loss* 385 389 +1% 360 107%
Net profit/loss 295 294 0% 263 112%

*EBITDA — operating profit plus depreciation and amortisation
**EBIT — operating profit

Bearing in mind bot the progress in projections execution after 6 months of 2020 and the uncertainty related to
the pandemic development, the Management Board of Grupa Kety S.A. sustains the annual projection published
on 5 February 2020.
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6. INVESTMENT AND R&D PROJECTS

6.1.  Investment projects

For the Grupa Kety S.A. Capital Group, investment projects have been drivers of technical and technological
development and thus have become an asset in the form of competitive advantage. Between 2000 and 2019, the
Capital Group spent approximately PLN 2.4 billion on capital investments. In accordance with the projection
assumptions, in 2020 the Capital Group companies plan to spend further PLN 213 million on investment
projects, which will contribute to the total spending of about PLN 1.3 billion in the period of the 2015-2020
strategy implementation. The capital expenditure of the Grupa Kety S.A. Capital Group on the purchase of
property, plant and equipment, and intangible assets in the first half of 2020 and of 2019 was as follows:

(PLN million) I H 2020 I H 2019
Total expenditure: 729 145.4
including Grupa Kety S.A. 27.8 40.1

With regard to the pandemic development since March 2020, the Management Board of the Company
implemented actions aimed at optimising capital expenditure postponing some projects in the Extruded Products
and Aluminium Systems Segments. In those Segments carried out were only those projects which were essential
for the maintenance of production capacity. The investment plan complied with the plan in the Flexible
Packaging Segment, in which the two main projects consisted in the replacement of worn-out equipment
(blow-out for PE film production and rotogravure printing line). As regards the rotogravure printing line, the
technology was replaced with flexographic printing, in accordance with the current market trends.

6.2.  Research and development projects

The Capital Group strategy in the area of its products and services consists in offering high quality products,
which are often designed for individual orders and tailored to customers’ needs. Therefore, the priority is to
invest in people and state-of-the-art technology, which translates into attracting a growing customer base both in
Poland and abroad. The R&D activities, innovation and the continuous improvement of the machinery are
factors which drive the success of the organisation and the development of its core operating segments, based on
a dialogue with the existing and potential customers.

The Research and Development Centre within the Extruded Products Segment carries out R&D projects aimed at
introducing new technologies in production, in order to extend the product offer and improve the quality of
products in response to the advanced customer requirements.

The research projects include, for example:

e optimisation of the production process of billets made of 6060 alloy, highly suitable for fast profiles
extrusion, which will enable the development of a technology of profiles manufacturing from billets of
lower alloy components content, with maintained strength parameters;

e systems to manage the consequences of car crashes (crash management systems), aimed at obtaining
certificates from the established automotive manufacturers for the production of profiles by the EPS in
the technology developed by the R&D Centre [CBR]. Cooperation with the manufacturers of crash
management systems, i.e. passive safety systems forming part of a car body structure, has continued. At
the moment the CBR with its automotive partners engages in several projects aimed at developing a
series of solutions for new car models in premium class, which will enter serial production in the
coming years;

o development of a technology for manufacturing drawn bars from 6082 alloy with mechanical properties
strictly determined by the customer requirements, which will enable the extension of the assortment of
extruded and drawn products from hard alloys.

Responding to the market expectations, the Aluminium Systems Segment developed and prepared for
implementation of new products intended for system sales dedicated to civil engineering. Moreover, some of the
existing solutions have been extended and modernised, and specifically:
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e the previous experience enabled the development, testing and installation of new curtain wall systems in
prestigious domestic and foreign buildings. Apart of the capacity to withstand significant wind loads,
high thermal performance and water tightness, the solutions compensation of the building structure
movements, which is currently one of the main requirements posed to the modern fagades on high-rise
buildings;

e within the systems development solutions were created and successfully tested in ‘hurricane’ conditions
for some sliding systems and openable windows, which will enable their installation in the world
regions where such extreme phenomena occur;

e in cooperation with one of the universities of technology, a state-of-the-art structural solution was
tested, which will greatly improve the load capacity of mullion and transom curtain wall systems;

e a system for integration of Venetian blinds with mullion and transom curtain wall systems by Aluprof
was developed to create one, cohesive external blinds system. After positive completion of the type
tests required by EN standards, the products will be introduced into system distribution;

e current development and modification of the selected fagade and window-and-door systems, including
those fire-resistant ones, are carried out;

e obtained were further approvals for the selected systems to be sold on the Polish, European and
American markets.

The Flexible Packaging Segment counts among the major packaging manufacturers in Europe. Thanks to the
long-term process of organic investments, the related engineering progress, and increase of its production
capacity, Alupol Packaging extends its portfolio for new, innovative products and improves its market position.
Following the trends observed on the packaging market, the FPS cooperates with its customers and carries out
many projects aimed at development of thinner, more homogeneous and recyclable laminates. New solutions in
flexible packaging are based mainly on the use of polypropylene and polyethylene films in laminates. The
currently implemented new PPB™ films based on polypropylene, are produced in the blown film extrusion
process. They may be used as a mono-film or as a component of homogeneous two-layer laminates, where the
second layer is made of BOPP film manufactured at Alupol Films in O$wigcim. The BOPP/PPB laminates
reflect very good mechanical parameters, much better than the BOPP/BOPP laminates. Thanks to these
properties, among other things, they may be used in packing many types of food, e.g. instant foods, seasonings,
coffee, fresh meat, cold cuts, bread, etc. The laminates comply, at the same time, with the guidelines of the
‘European strategy for closed-circuit plastics’.

There have also been developed packaging based on coated papers with heat-bonding and barrier properties as
well as laminates with HBF9™ barrier films.

All of the proposed solutions guarantee food safety and may be printed either with the rotogravure or
flexographic techniques. Due to the specific properties of the PPB™ and HBF9™, the 3-, 4- and 5-layer
laminates available on the market, containing aluminium, plastic and paper, may be replaced with 2- or 3-layer
laminates of lower basis weight and more homogeneous structure. This means that the laminates require less
material than the ones applied so far, which contributes greatly to reducing the quantity of plastics introduced to
the market and reduces the impact on natural environment.

7.  FACTORS IMPORTANT FOR THE CAPITAL GROUP
DEVELOPMENT

7.1. External factors

MARKET ECONOMIC CONDITIONS

The Group companies are exposed to trends fluctuations occurring both in the Polish economy, which is the
recipient of roughly 50% of the sales, and in the economies of other European countries, which receive about
48% of the Group total sales. The remaining 2% are the products sold on other markets, including the USA.
Particularly important for sales development is the situation on the German, Czech, Hungarian, British, Dutch,
Italian, Ukrainian and Austrian markets, which receive approximately 75% of export sales and, to a lesser extent
that on the Slovakian, Belgian, French and Romanian markets. Sales analysis by industries shows a high
concentration of the Group sales in the construction industry (approximately 50% consolidated sales by value),
which means that all of the factors affecting the economic situation in that industry (availability of loans, level of
investments) on the domestic market and major export markets have a significant effect on the sales generated by
the Group.
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RAW MATERIALS AVAILABILITY

The basic raw materials used by Grupa KETY include primary aluminium, aluminium scrap as well as semi-
finished products based on aluminium (sheet aluminium and aluminium foil as well as billets made from
aluminium and its alloys). In aggregate, they account for ca. 47% of all raw materials and production materials.
In the production of flexible packaging, the Group also uses various types of films and plastics granulates
(polyethylene, polypropylene), printing paper, paints, adhesives and binders, which jointly represent 30% of all
purchased raw and other materials. The list of basic materials is supplemented with accessories for the
production of aluminium systems, with 13% share. In order to maintain high production quality, the purchasing
policy is based on cooperation with selected suppliers who guarantee an adequate level of deliveries and with
simultaneous diversification ensuring competitiveness, as well as the application of ethical standards binding at
the Group.

CUSTOMS POLICY

Since May 2007, the customs duties on aluminium imported from the former USSR states — the main source of
the raw material for the Company — has been reduced from 6% to 3%. The continuation of such activities,
including further reduction in the coming years, may positively affect the Company financial results. In turn, the
return to previous rates would have a negative effect.

The customs policy of the specific countries in relation to the products offered by the KETY Capital Group or its
customers may affect sales indirectly.

EXCHANGE RATES

According to estimates, in the period covered by this report, approximately 45% of the Capital Group sales were
generated in PLN, whereas 52% was sales denominated in EUR, and the remaining 3% in USD, GPB, UHR,
DEK and CZK. As regards costs, ca. 47% of expenses were incurred in PLN, 47% in EUR, 5% in USD, and
about 1% in other currencies (GBP, UHR, CZK and DEK). Consequently, changes in the PLN exchange rates to
EUR and USD affect the results generated. This refers both to the profitability of exports and competitiveness on
the domestic market compared to imported products. The companies of the KETY Capital Group take measures
to mitigate FX risk by entering into currency forward transactions or maintaining a part of their debt in foreign
currencies.

COMPETITION

Since the 1990s, a steady increase in competition has been observed due to the attractiveness of the Polish
market and the vicinity of the markets of Central and Eastern Europe. Companies take measures aimed at the
expansion of their production capacities or their product offer. As estimated by the Management Board, the main
competitors in the particular business areas are as follows:

Extruded Products Segment Sapa, Yawal oraz Final (grupa Yawal), Eurometal, Cortizo, Kaye Aluminium,
Extral Aluminium, Aliplast, Albatros

Aluminium Systems Segment Sapa Building System, Schuco, Ponzio, Yawal, Aliplast, Blyweert, Heroal, Alukon,
Reynaers,
Flexible Packaging Segment Amcor, Constantia Packaging, Mondi Packaging, Amerplast, Fuji Seal Polska,

Schur Flexibles Poland, Wipak, Flexpol, Poligal

Source: Company own materials.

The companies of the KETY Capital Group perform investment programmes and extend their scale of operations
in accordance with the assumed strategy, also availing of external finance. It means that even if cash is generated
from operating activities the restrictions in access to third-party finance in the form of bank loans may have a
significant impact on further development opportunities and dividend paid out by Grupa Kety. The interest rates
related to external debt affect the value of finance costs and, thus, the generated net results.

POLITICAL AND ECONOMIC SITUATION IN UKRAINE

The KETY Capital Group has two companies in Ukraine: Alupol Ukraina LLC — a production company of the
Extruded Products Segment, and Aluprof System LLC — a trading company of the Aluminium Systems
Segement. The unstable political and economic situation in Ukraine results in the exposure of the said assets to
the risk, which exceeds the usual economic risk. The Management Board analyses the standing of the companies
on an ongoing basis. Any possible future write-downs related to the deteriorating economic situation or
escalation of military actions in Ukraine may affect the results in the years to come.
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NECESSITY TO ADJUST THE POLISH ECONOMY TO THE ASSUMPTIONS OF THE EU POLICY
REGARDING CLIMATE CHANGE

On 28 November 2018, the European Commission presented a long-term strategic vision of a well prospering,
modern, competitive and climate neutral economy by the year 2050. Therefore, Poland as one of the member
states should implement actions to follow the vision. The actions may be related to some additional investments
at the Group, or incurring additional costs.

CHANGES IN LAW

The Capital Group is obliged to abide by a large and continuously growing number of legal regulations,
including personal data protection, environmental protection, waste management, corruption prevention, money
laundering prevention, and many others, which results in higher costs related to the monitoring of the areas and
higher risk of sanctions in the event of possible breaches.

COVID-19 PANDEMIC

The pandemic announced in March this year did not bring any major negative effect on the operations and the
financial results of the Capital Group in the first half of 2020. However, the possible changes in the applied
limitations in the second half of the year, in case of the second incidence wave, if they refer to the Capital Group
companies or a major part of its customers, may negatively affect the results generated and the investment
activities of the Group.

7.2. Internal factors

INVESTMENTS IN THE DEVELOPMENT OF TECHNOLOGIES AND THE SALES NETWORK

The operation of the Group on a highly competitive market calls for constant meeting of the requirements
imposed by the competitors and the customers. The KETY Capital Group invests in the development of
technologies, introduction of new products, potential increase, as well as distribution and sales network
expansion. The gradually implemented strategic plan, assuming development in all key areas, guarantees the
maintenance of high competitive level.

STAFF QUALIFICATIONS AND HEADCOUNT STRUCTURE

Business success depends on the effective work of the whole team, including management staff and their ability
to retain and motivate highly qualified employees. The loss of services provided by such qualified and
experienced people may bring a significant adverse impact on the operation of the Capital Group. Therefore, the
Group has been continuously adjusting the personnel policy to market changes in order to attract and maintain
adequate staff.

OPERATING EFFECTIVENESS

High operating profitability, translating into stable and high cash flows on operating activities, guarantees
ongoing development of the Capital Group. Continuous improvement of production and sales processes as well
as cost effectiveness contribute to high efficiency of operations and the achieved economic results.

8. SUSTAINABLE DEVELOPMENT

8.1.  Policy of the Company and the Capital Group

The CSR Policy is the primary document and the Company’s philosophy in the area of corporate social
responsibility. It has been determining our activities in this area for a long time now. The Sustainable
Development and Social Responsibility Steering Committee plays an important role in the process of
determining the philosophy of activities and areas of commitment. At its meetings, the Committee takes
important decisions concerning the operational management of the Group in accordance with the vision, mission
and values, which are paramount for us.
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8.2.  Environmental aspects management

The time of pandemic did not release us from the duty to abide by the legal requirements or care for the
environment. We used that period to improve our environmental management methods and tools.

We carried out a complete analysis of the environmental risks and opportunities, including the possibility of a
major industrial failure occurrence. We prepared a report comprising information on the results of monitoring
and tests, corrective actions, the results of audits and the conclusions regarding preventive actions. Moreover, we
carried out a comprehensive assessment of formal and legal compliance with regard to the environment. As a
result of the review, environmental programmes to be implemented in 2020 were approved, covering 16 tasks,
and 4 investment projects in that number, only at Grupa K¢ty S.A.

Based on the monitoring results and measurement of the major environmental aspects as well as the results of
external audits and inspections carried out in 2019 by the Environmental Inspectorate, the compliance of Grupa
Kety S.A. and its subsidiaries with the legal regulations in environmental protection was confirmed.

Assessed was also the Environmental Management System operating based on the requirements of the 1SO
14001:2015 standard. Its usefulness, adequacy and efficiency was confirmed.

The efficiency of the ‘Environmental Programme 2019’ implementation was positively assessed at 92.4%,

In the first half of 2020, a series of changes were introduced with the aim of adjusting to new regulations.
Particular effort was required to implement an electronic system of registration and reporting the waste
transactions data under the BDO programme and adjustment to the updated provisions of the Act on Waste. In
that period we adjusted the fire-protective measures for buildings and places intended for waste storage,
implemented CCTV for the places of waste processing, prepared and approved the fire-safety reports for waste
storage locations, filed applications for amendment of the binding permit, in order to provide claim security and
confirm the statements of the Management and Supervisory Boards. On that occasion, we carried out a broad
request for quotations action and amended agreements with regard to waste management.

As regards abiding by the requirements of the new Water Law Act, we developed documentation comprising risk
analysis and verification of the scope of protective zones for our own water intakes. We filed an application for
updating the hydrogeological conditions before filing an application for imposing indirect protective zone for the
‘Nad Sotg’ well.

A summary of the environmental activities was the ‘EPS Green Accounting’ report and the annual
environmental report in which 12 environmental indicators under the GRI standard were presented.

Apart from the daily caring for the production processes, in the first half of 2020 the Capital Group followed the
Global Compact Principle 8 applicable to environmental protection: ‘Undertaking initiatives to promote
environmental responsibility’. In that regard it was engaged in environmental protection and educated in
environmental matters by way of engaging others in educational projects, including the ‘Together for the Earth’
voluntary programme for the Capital Group employees, the ‘Letters to the Earth’ project, the ‘Let’s Clean the
Beskids’ action, or the ‘Green Hand’ educational campaign.

8.3. Employees

HUMAN RESOURCES POLICY

The assumptions of the HR Policy of the Capital Group of Grupa Kety S.A. focus on ensuring a good, friendly,
and safe workplace, which simultaneously provides conditions for individual development and consequently
leads to satisfaction from one’s professional life.

Carrying out processes related to HR management we care for the particular jobs to be taken by people with
proper qualifications, which may be developed through a broad training offer and participation in projects. We
motivate employees to use the knowledge and skills they possess to the broadest extent, indicating at the same
time the desired directions and objectives. We encourage people to share their knowledge with simultaneous care
for the safety of information.

The HR Policy determines the standards of action within the Capital Group companies, with emphasis on equal
access to the offered benefits, including development opportunities, training, and the elements of financial and
non-financial remuneration system.
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On a daily basis, our organisation focuses strongly on improving awareness regarding the responsibility for the
surroundings and the natural environment. In order to improve the environmental awareness, the Capital Group
companies support or independently organise programmes or actions in that regard.

DIVERSITY

Creating teams or jobs, we abide by the human rights guidelines, which we consider to be fundamental and
common. We support diversity, emphasising equal opportunities of participating in the life of the organisation
regardless of the sex, age, disability, race, religion, nationality, political views, trade unions membership, ethnic
origin, denomination, sexual orientation, or employment for limited or unlimited term, full time or part time.

The Capital Group companies employ people with decision confirmed disability, both as white and blue collar
staff. At most of the companies remote working is allowed, which provides working opportunities to people with
major disabilities.

The new buildings of the Group are designed such as to remove barriers, which may be confirmed by the ASS
R&D Centre, where many architectural functions for the disabled have been implemented.

Also the number of foreigners employed has grown in the recent years. In that regard we carry out actions to
improve the comfort of their work, for example by removing communication barriers through training and
language courses.

ETHICS AND INTEGRITY

The Group has a Code of Ethics and based on the Code assumptions Business Ethics Committees were appointed
to cooperate with the Business Ethics Ombudsman working at the Group level. Additionally, within the internal
procedures, a “‘whistle-blowing’ channel for direct contact with the selected Management Board members, and in
exceptional cases with the Supervisory Board Members, was opened to anonymously report any cases of
infringement of the laws or the Code of Ethics. In the first half of 2020 no cases of the Code of Ethics
infringement or law infringement were reported to the Management Board or Supervisory Board members.

PAYROLL POLICY - REMUNERATION AND BENEFITS

The assumptions of the Payroll Policy focus on the results of job positions evaluation. At each of the Group
companies specific salary scales are determined based on the information available in market payroll reports
relating to the remuneration in the specific sector, region, and professional group. The value of remuneration of
an employee as well as the possibility to be awarded from the incentive fund depend on the periodical
assessment of results, the individual effects of work and other factors important from the business development
point of view. All of the principles are described in the respective regulations.

The Payroll Policy also comprises benefits. Some of them are available at each of the domestic companies of the
Group and these include:

o the ‘P Plus’ Group life insurance programme, with the possibility to join on the conditions resulting
from the agreement concluded with the insurer;

e the ‘Opiecka Medyczna S’ Group life and health insurance programme, as well as and hospital
insurance, with the possibility to join on the conditions resulting from the agreement concluded with the
insurer, in accordance with the provisions of the Company Collective Bargaining Agreement of Grupa
Kety S.A.;

e the ‘Pogodna Pszyszto$¢’ Group life insurance with insurance capital fund, with the possibility to join
on the conditions resulting from the agreement concluded with the financial institution, in accordance
with the provisions of the Company Collective Bargaining Agreement of Grupa Kety S.A.;

o Employee Capital Plans.

Moreover, some of the companies offer:
e training, courses, university tuition fess co-finance, as well as language courses in English, German,
Italian, French, Russian, and Ukrainian;
e  Multisport cards;
e Edenred Ticket Restaurant cards;
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e Parent Programme being a benefit in the form of recharging gift cards honoured by children’s clothes
shops and an additional 3-day fully paid holiday leave for fathers;
o loyalty programme comprising gifts to the employees with specific length of service.

DEVELOPMENT OF THE ORGANISATION’S INTELLECTUAL POTENTIAL

The development processes are performed by way of designing career paths, training programmes, and
periodical evaluation systems. Within the organisation, training in various forms is provided (including courses,
studies), both in technical subjects and those developing personal and social skills. Very important is the
improvement of communication in foreign languages. The employees may avail of the co-financing of
undergraduate or postgraduate university tuition fees, which contributes to supplementation of professional
competences by way of selecting speciality courses related to the scope of duties at the particular position.
Thanks to that the employees may fulfil their ambitions while attaining business objectives at the same time.

By way of internal recruitment, the experienced employees who wish to extend their competences within the
organisation have an opportunity of vertical or horizontal promotion and the possibility to prove their
qualifications which they have not been able to use in their present position. The processes contribute to
retaining experienced people with the knowledge of processes and fitting the organisational culture of the
company within the organisation.

Owing to the epidemic announcement in Poland, most of the optional training courses were suspended or were
held on-line. Additionally, the employees participated in webinars, which resulted from the existing crisis
situations.

General training in personal data protection (particularly for newly employed staff), in the form of traditional
lectures or e-course on the company eOK platform were provided on a current basis. There were also organised
more detailed training courses in that regard for the employees who have access to personal and confidential
data. Also provided was production training, profiled for the work with the use of trucks, overhead travelling
cranes, stationary cranes, or fire-safety, environmental protection, occupational safety, 1SO, BRC, FSC and
similar standard requirements, and a training course for internal auditors.

OCCUPATIONAL HEALTH AND SAFETY

The basic element of the HR Policy is to ensure safe workplaces. For that purpose the companies focus on
prophylactics, ensured by way of training, instruction or suggestions system. The prophylactic activities cover
also health promotion by encouraging the employees and their families to participate in the organised sports and
recreational events. Medical screening is provided for the ‘diseases of civilisation’, as well as first aid courses.

In reference to the announcement of epidemic in Poland, actions were implemented at the companies of the
Capital Group of Grupa Kety S.A. to improve safety and limit the risk of infection. The practices implemented
include but are not limited to:

o development of action procedures for the time of epidemic, or for the situation of an employee infected
with COVID-19 (applicable to visits at the customers, business trips, limitation of physical contacts
among the employees during meetings or breaks at work, ensuring the maintenance of proper distances
among the employees at workstations);

e the communication system within which the employees are informed about the current situation at the
Company;

o the plant decontamination process, regular fogging of social rooms, or frequent disinfection of social
rooms and communication routes;

e recommendations with regard to remote working;

e organisation of first-aid posts;

e ensuring psychological support to the employees in relation to the epidemic;

e provision of the employees with protective equipment: masks, visors, disinfectants (or in special cases
also suits);

e possibility to measure temperature;

e introduction of varied working hours in order to limit the number of people staying at social rooms.
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8.4.

The social activities of the Group are strongly connected to the activities of the ‘Grupa Kety for the Children of

Social activities

the Podbeskidzie Region’ Foundation.
In the first part of the year, owing to the pandemic, the functioning of the Foundation was strongly limited, and
some of its activities were moved online. The priority of the Foundation is to secure the current needs of special
educational establishments. Children’s homes were first provided with adequate protective equipment (visors,
masks, disinfectants, rubber gloves) and remote learning hardware. The other activities directed to the charges
includes the ‘A for Art’ scheme, which was one of the quarantine methods of engaging children who prepared art
works and artistic performances. All of the activities were performed through the Internet communication means.

9. RISK MANAGEMENT

Basic risks and their impact as well as the measures used to mitigate the particular risks are presented
in the table below:

Risk

Description

Potential impact

Risk-mitigating measures

Currency risk

The Group companies export products and
services and purchase imported materials. In
addition, the prices of some sales and
purchases made in Poland are tied to foreign
exchange rates.

A decline in exchange rates
applicable to currencies in which
export is made results in lower
profitability.

An increase in exchange rates of
the export currencies results in
higher costs of materials.

- ‘natural hedge’ measures
- forward and futures contracts
- debt currency structure management

Risk related to rapid
changes in the prices
of basic materials

Aluminium is the most important material of
the Capital Group. Other crucial materials
include raw materials for the Flexible
Packaging Segment, such as BOPP and PE
granulate or plastics.

An increase in the prices of key
materials results in lower return
on sales of those products for
which fixed prices have been
established.

- ‘natural hedge’ measures (pricing
formulas)
- forward and futures contracts

- contracts based on fixed delivery prices

Extraordinary events
risk (fire, flood,
terrorism, epidemic,
military actions, etc.)

The assets and the employees of the company
are exposed to a series of events of
unforeseeable nature, which are either related
to the carried out operations (e.g. fire), or are
not related with it at all (e.g. acts of terrorism,
acts of war, epidemic).

Loss of property/assets
Loss of profit
Declining sales

- transfer of a portion of risk to the insurer
- diversification of the locations of
production plants

- investments in fire-fighting systems

- training courses in fire safety

Liquidity risk

Liquidity risk may result from the loss of

creditworthiness and the associated withdrawal

of funding by certain banks, rapid growth in
the demand for working capital, for example
due to a soar of materials prices, deterioration
of the term structure of receivables, etc.

Problems with supplies of basic
materials or their higher cost.
Higher costs of finance resulting
from the need to acquire new
sources

- diversification of the sources of funding
in terms of entities and products and
maintaining liquidity buffers in the event
of sudden increases in material prices

- transfer of a portion of the trade credit
risk to the insurer

Interest rate risk

All major Group companies take advantage of

both working capital and investment capital
finance. All loan agreements are based on
variable rates, therefore, a significant increase
in interest rates will adversely affect the costs
of finance.

Higher costs of finance

- applying interest rate risk mitigation
procedures depending on the level of debt
of a particular company

Risk of economic
downturn on the main
markets

Approximately 50% of consolidated sales are
made to the construction industry, which

means that a significant economic downturn in

that business will adversely affect the Group
performance.

Lower sales and thereby lower
margins resulting from low level
of production capacity utilisation

- geographical diversification (exports
growth)

- product diversification — sales growth in
industries not related to construction
(automotive, food)

Risk of losing key
employees

The success of the organisation depends on its

employees. Therefore, the ability to retain
skilled employees on key positions in all
corporate areas is important for both current
activities and growth prospects.

Higher costs resulting from
lower work efficiency of new
employees.

Additional costs of recruiting and
training new employees

- periodic assessment and evaluation of the
respective positions and suitable
remuneration policy

- HR policy, including resource planning,
development and training policy,
competence management system
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Reputation risk and
the risk of claims
related to the quality
of the manufactured
products

The Group operates in market segments
characterised with high requirements regarding
the quality and safety of products, including
automotive and construction industries.

Loss of a portion of sales

Costs of product
withdrawal/recall

Fines and compensations due to
death or health deterioration, or
production downtimes at the
customers

- product quality assurance procedures

- insurance procedures, including product
liability insurance, product
withdrawal/recall insurance

- verification of insurance policies of key
suppliers

Non-compliance risk

The legal environment of the Company related
to the Company business and operation on the
capital market is subject to major changes,
which brings about a risk of the possible
failure to apply legal changes in the operations
of the Company.

Legal sanctions, including fines
Damaged reputation

- internal procedures, including internal
control and internal audit

Risk of water deficit
for production
purposes

The risk of insufficient quantity of water to run
business may result from lowering of the level
of ground water as a result of drought, as well
as rationing of water resources.

Lack of access to sufficient
quantities of water may result in
the loss of production capacity
(loss of orders), increased costs
of machinery and plant operation
or their damage. This may also
result in higher costs related to
the necessity of adjusting the
labour organisation.

- testing of water intake capacity and the
quality of the water

- formal supervision procedure over water
management

- supervision and monitoring of the areas
of water intake

- setting out of protective zones around
water intakes

- adjustment of the technology as well as
machinery and plant to low energy and
water consumption

- amendment of agreements with utilities
suppliers

Risk of direct and
indirect emission of
greenhouse gases and
legal changes related
to emission levels

The operation of the K¢ty Capital Group
companies is related to a significant demand
for electric energy and energy-intensive
products. The necessity to change the source
of energy used in the process of aluminium
melting and heat treatment (natural gas) may
result in higher costs of purchase owing to the
use of mainly purchased heat originating from
fossil fuels.

Inclusion in the European
Emissions Trading System (EU
ETS) may result in the costs of
adjusting systems or purchasing
CO2 emission allowances on the
market (lower production
profitability).

Administrative decisions limiting
the scope of production.
Reputation risk

- control of emissions and optimisation of
natural gas burning processes

- implemented formal procedures of
supervision of the greenhouse gases
emission aspects

- supervision and monitoring of the
Capital Group emission sources

- periodical tests of emission to air

Risk of emission to
water, soil and air of
any pollutants
originating from the
infrastructure,
production and
warehouse processes,
or hazardous waste
management.

In the production process of the Group
companies there are used hazardous
substances and mixtures, which generates the
risk of uncontrolled spill.

Administrative penalties.
Order to stop the production
process.

Reputation risk

- supervision of the legal requirements
regarding failure prevention, or hazardous
substances management

- training in EHS and fire-safety in
accordance with the schedule

- supervision of infrastructure, particularly
as regards the maintenance of systems
efficiency: utilities, including air
conditioning; machines and plant using
hazardous substances

- correct identification of environmental
aspects and the principles of operational
control. Current identification and
assessment of the conditions of applying
and approving for use of hazardous
substances and mixtures

- preparing of workstations, machines,
equipment and infrastructure in a manner
which limits the possibility of a failure to
the maximum

- maintaining equipment and employees in
permanent readiness to react to emergency
situations

- determination and implementation of the
principles of acting in crisis situations
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Details concerning risk management are presented in note 37 to the consolidated financial statements of the
Grupa Kety S.A. Capital Group for 2019.

10. OTHER REPORT ELEMENTS

10.1. Information on the Employee Share Plan control system

The share-based incentive plans are approved at Grupa Kety S.A. by the General Meeting and supervised by the
Company Supervisory Board.

10.2.  Description of the allocation of the issue proceeds by the issuer

By way of exercising the rights under the Employee Share Plan the eligible employees acquired the total of
24,550 G and H series shares assigned to the 2012 and 2015 plans. The related proceeds were allocated to the
financing of the current operations of the Company.

‘Shares H Issue price H Number H Value (PLN <000) ‘
| G series shares — 2012 plan I 117.10 || 10,500 || 1,229.6 |
| H series shares — 2015 plan I 304.24 || 14,050 || 42746 |
| TOTAL I - 24,550 || 5,504.2 |

10.3. Information on shares repurchase
In the period covered with the report the Company did not repurchase any of its shares.

10.4. Information on agreements known to the issuer (including agreements
concluded after the balance-sheet date), which may result in future
changes in the proportions of the shares held by the existing shareholders
and bondholders

At present, the Group has a share options plan open for the management staff based on the issue of shares as part
of contingent capital, i.e. the plan adopted by the General Meeting in 2015. An eligible person indicated by the
Company Supervisory Board is granted the right to acquire shares when the plan conditions are met. The
maximum number of shares to be acquired by the eligible persons was 65,500 as at the balance-sheet date.
Moreover, on 23 July 2020, the Management Board of the Company presented to the General Meeting its
proposal for opening a new plan for the years 2020-2028, covering 270,000 shares. Launching the new plan and
its final conditions, including the number of shares, shall depend on the future decision of the General Meeting.
Apart from the information disclosed above, the Company is not aware of any other agreements which may
result in future changes in the proportions of the shares held by the existing shareholders and bondholders.

10.5.  Information on pending proceedings

As at the last day of the reporting period and as at the date of this report, the companies of the Grupa Kety S.A.
Capital Group were not a party to any proceedings pending at court, competent arbitration tribunal or public
administration authority, for which the total value would account for at least 10% of the equity of Grupa Kety
S.A.

10.6. Derivative financial instruments

Details concerning derivative financial instruments are presented in note 32 to the interim consolidated financial
statements of the Grupa Kety S.A. Capital Group for the first half of 2020.
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10.7.  Intra-group transactions

Intra-group transactions from the point of view of the parent company (PLN “000):

Related company Sales Purchases Receivables Liabilities Dividends

Aluprof S.A. 138,424 1,053 71,569 188 0
Alupol Packaging S.A. 855 0 310 0 84,300
Dekret Centrum Rachunkowe Sp. z 0.0. 457 1,009 4 206 309
Aluprof Hungary Kft 145 21 65 21 0
Alupol Ukraina LLC 2,081 4,764 897 2,734 0
Romb S.A. 4,572 68 1,094 0 0
Aluform Sp. z .0.0. 801 29,042 459 7,136 23,965
Alupol Packaging Kety Sp. z 0.0. 2,131 20 566 25 0
Alupol Films sp. z 0.0. 288 0 115 0 0
Aluprof Belgium N.V. 46 0 22 0 0
Aluminium Kety EMMI d.0.0 2,955 1,166 753 119 0
Aluminium Kety CSE s.r.o. 0 244 0 40 0
Aluminium Deutschland Kety Gmbh 0 728 0 133 0
Grupa Kety Italia s.r.1. 0 910 0 431 0
Aluprof System Czech s.r.o. 1 0 0 0 0
Aluprof Deutschland Gmbh 1 0 0 0 0
Aluprof Netherlands B.V. 0 0 1 0 0
Aluprof UK Ltd. 50 0 22 0 0
Aluprof System Romania s.r.| 8 0 1 0 0
Total 152,815 39,025 75,878 11,033 108,574

Apart from the above mentioned transactions the Company did not enter into any other intercompany
transactions in the first half of 2020.

Transactions with the Management and Supervisory Boards are presented in note 33 to the interim consolidated
financial statements of the Grupa Kety S.A. Capital Group for the first half of 2020.

10.8. Post-balance-sheet events

On 15 July 2020, the Management Board of Grupa Kety S.A. recommended dividend payout from the 2019
profit, amounting to PLN 30.73 per share. In the meeting held on the same day, the Supervisory Board issued a
positive opinion on the Management Board’s proposal. The final decision regarding the value of dividend will be
made by the Annual General Meeting to be held on 20 August 2020.

11. DECLARATIONS OF THE MANAGEMENT BOARD

DECLARATION OF THE MANAGEMENT BOARD OF GRUPA KETY S.A. REGARDING
COMPLIANCE OF THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS FOR THE FIRST HALF OF 2020 WITH THE BINDING ACCOUNTING
PRINCIPLES

To the best of our knowledge, the interim condensed financial statements of Grupa Kety S.A. and the interim
condensed consolidated financial statements of the Grupa Kety S.A. Capital Group, prepared as at the balance-
sheet date of 30 June 2020, as well as the comparative data, have been prepared in accordance with the
applicable accounting policies and they present a true, fair and transparent view of the assets and financial
standing of Grupa Kety S.A. and the Grupa Kety S.A. Capital Group, including their financial results. This semi-
annual report of the Management Board on the operations of Grupa Kety S.A. and the Grupa Kety S.A. Capital
Group, presents a true view of the development and accomplishments as well as of the standing of Grupa Kety
S.A. and the Grupa Kety S.A. Capital Group, including a description of the basic risks and threats.
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Signatures of all Members of the Management Board

Dariusz Manko Rafat Warpechowski

President of the Management Board Member of the Management Board
Piotr Wysocki Tomasz Grela

Member of the Management Board Member of the Management Board

Signature of the person entrusted with bookkeeping

Andrzej Stempak
President of the Management Board
Dekret Centrum Rachunkowe Sp. z 0.0.
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