Institut pro testovani a certifikaci, a. s.

Annual Report 2014

Chairman of the Board of Directors: Ing. Jifi He$
Approved by the Shareholder’s decision on 26 June 2015

Svet kvality a bezpecnosti
Safety and Quality World

Institut pro testovani a certifikaci, a. s.

www.itczlin.cz



> 4

Annual Report 2014 a
U@




Content of the annual report

Introductory Word by the Vice chairman of the
Board of Directors

Key Financial Indicators of the Company
Company’s Sphere of Business
Company’s Competency

Overview of Membership in Associations

Company’s Organizational Chart

Persons Holding the Key Functions in the Company

Company’s Quality Policy

Company’s Balance Sheet — Comments
Company’s Economic Results — Comments
Major Clients

Company’s Exports — Comments

Auditor’s Report

Foreign Branch of Institut pro testovani a certifikaci,

a.s.

Company’s Balance Sheet

Annual Report 2014




Annual Report 2014 I I CQ

Dear Friends,

Institut pro testovani a certifikaci, a. s. (ITC) was founded as a joint-stock company in 1993 and its
corporate structure has been preserved until today without any significant changes.

Looking back at the past year 2014, | can’t help thinking that our world is changing at an ever faster
pace and | am not convinced that all of these changes are for the better. Things that we sometimes
take for granted turn out to be fragile and require our day-to-day attention. For example, the things
happening in Ukraine and in Russia (which are important export destinations for our Company) show
us that in today’s world everything is interconnected.

Fortunately, the world is not black only and last year brought some good news, too.

A preliminary estimate from February 2015 as regards the Czech GDP growth in 2014 looks optimistic,
indicating the 2014 GDP growth at 2%. The growth was again driven by the manufacturing industry, in
particular the manufacturing of means of transport, machinery and equipment. Another factor strongly
contributing to this growth was the domestic demand for capital goods and the final consumption of
households, which can be assessed as optimism, both in industry and with Czech citizens. This seems
to be confirmed by a year-on-year employment growth of 0.8% in the 4" quarter. The GDP growth also
applies to the EU, which posted a growth of 1.4%. The euro area posted a nearly one-percent growth.
All these results are better than what was expected. The estimated growth of real GDP in 2015 at
2.6% also looks positive.

| consider the year 2014 as a good year for ITC, even though maybe not as successful as the years
2012 and 2013. Sales revenues reached CZK 195,509,000. On a year-on-year basis, they are down
by CZK 12.7 million, but on the other hand they are up by CZK 1.05 million from the year 2012. It is
the first time since 2006 that we registered a decline in sales. This result was influenced by several
factors, in particular by the fact that 2013 was an excellent year in terms of sales revenues and the bar
was set very high. Other factors, which | am mentioning further below, were objectively difficult to
influence. Through prudent management and good configuration of cooperation with subcontractors,
we were able to achieve cost reductions and, in 2014, ITC posted a profit of CZK 4,810,000.

ITC continues to build on testing, certification and related activities - services. In 2014, there were no
significant changes in terms of ITC’s competences.

In terms of services and achieved sales, the TOP 5 activities at ITC are services in the accredited
laboratory, services of the authorized/notified body, services for the area of activities according to Act
No. 202/1990 Coll., On Lotteries and Other Similar Games, certification of management systems and
certification of products. Other services provided by our Company to customers in the Czech Republic,
Europe and the entire world generated roughly the same sales revenues as in 2013. The service
where we registered a considerable year-on-year decrease in sales revenues was the activities
according to Act No. 202/1990 Coll., On Lotteries and Similar Games, recording a year-on-year
decline in sales by CZK 11 million. This decline was especially caused by the legislative uncertainty of
our current as well as prospective customers, stemming from the expectations about a new or
amended Gambling Act. The situation is also influenced by the endeavours of some towns and
municipalities to promote stricter regulation of gambling (sometimes even a prohibition) and by not
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entirely objective media hype surrounding gambling issues, which is objectively adding to our
customers’ uncertainty. Eventually, the above-mentioned situation resulted in a significant decline in
the number of the newly assessed gambling (slot) machines and gaming equipment. At the same time,
it is possible to register a substantial increase in the occurrence of illegal gaming equipment. However,
in spite of these facts, the aforesaid activity was profitable for our Company in 2014.

Another area where we faced a decline in sales in 2014 is the area of assessing the compliance of
medical devices. A decrease in sales revenues by approx. CZK 3.6 million compared to 2013 is
significant, especially when in the area in question there are ever growing and changing requirements
that are directly driving up the costs related to this activity. It was also for this reason why the aforesaid
activity posted a significant economic loss in 2014.

It is up to us to do our utmost to bring ITC back on the path of growing sales in 2015, both the
Company as a whole and its individual activities. The results for the 1* quarter of 2015 have confirmed
that this goal is realistic.

The extent of industries which we serve has basically not changed compared to 2014 in terms of the
share of applications and, subsequently, the volume of sales. The most important industries were the
automotive industry, chemical industry (plastics, rubber, colours), light industry (footwear, textiles) and
the testing of products coming into contact with foods. We must also mention ITC services, as an
appointed authorized body in the field of the Lottery Act, the services of assessing conformity in the
sector of construction products (including pipeline systems, hygiene goods), medical and electrical
engineering products, certification of management systems, assessing the conformity of toys and the
services of a calibration service center.

In 2014, ITC continued to provide its services abroad through direct contracts and in cooperation with
long-term partners in the territories of Belarus, Brazil, China, Croatia, India, Israel, South Korea,
Hungary, Pakistan, Poland, Austria, Russian Federation and Turkey. In the long-term, foreign clients
are most interested in certification services, compliance assessment of products pursuant to the
relevant EU Directives, as well as quality management systems and voluntary product certifications. In
2014, the volume of sales from foreign cooperation reached CZK 63.8 million and the share of exports
in ITC’s total sales was 32.6%.

Besides cooperation with partners from the business sector, ITC also has a long-term collaboration
with universities. We trust that this cooperation enriches both sides through tangible results as well as
through knowledge and experience from a different viewpoint. For example, for ITC it is a viewpoint of
academicians and for universities it is a viewpoint from business practice. In 2014, we cooperated in
various forms with the following universities:

- Mendel University in Brno

- Toma$ Bata University in Zlin, Faculty of Technology; Faculty of Applied Informatics; Centre of
Polymer Systems

- Technical University in Liberec

- UCEEB (University Centre for Energy Efficient Buildings of the Czech Technical University in
Prague)

- Palacky University in Olomouc — Laboratory of Cell Cultures of the Faculty of Medicine
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- Czech Technical University in Prague
- Technische Universitat Dresden

For a long time, the portfolio of services provided by ITC has also included the provision of technical
information and standardisation activity. In 2014, we were actively involved in dealing with tasks under
the plan of technical standardisation of the Czech Office for Standards, Metrology and Testing
(UNMZ), one of the examples being the creation of several sections for the website of the UNMZ
(including database applications), which are a valuable source of publicly available information. This
area also includes activities within SGP-STANDARD (Rubber and Plastic Industry Standard
Association) and the creation of a new business website entitled “Zakony a normy” (Laws and
Standards), which aims to increase the awareness among small and medium enterprises about
technical standards and regulations, the compliance with which is of major importance when launching
products to market. One of ITC’s achievements is defending the competence of a qualified institute of
the Ministry of Justice with a broad scope of authority.

As regards projects, in 2014, ITC implemented and successfully completed a project entitled “ITC —
Innovations of Thermal Tests”. The goal of the project was to introduce and accredit procedures that
would allow for the testing of physical and electrical quantities under an extreme thermal load.

As part of the project, ITC acquired testing chambers for climatic tests and for heat shock tests. These
chambers are complemented with cooling systems and specialized control software. The costs of the
project were CZK 5.52 million. The project received a subsidy of CZK 2.25 million. The project results
are currently in full operation.

2014 also saw the payment of a subsidy for the project "Innovation of Static and Dynamic Polymer
Material Tests", which was implemented in 2013. This project was supported as part of the
programme "Innovation Vouchers of the Zlin Region", which was intended to promote cooperation
between companies and universities. The project primarily focused on optimizing injection conditions
of testing bodies for a pallet of newly developed plastic materials.

Just as in other years, in 2014, to maintain competitiveness and to improve the quality of the services
provided, ITC invested substantial funds into the buying of new testing equipment, whether through
direct purchases or leasing. Largest investments included the acquisition of a climatic chamber for
thermal and humidity tests from VOTSCH, test rooms for cycle tests of sanitary facilities, shock
chambers from VOTSCH and other. Just for illustration purposes: in 2014, ITC acquired fixed assets
with the acquisition cost of CZK 10.5 million, of which approx. CZK 8.5 million were investments in
testing devices, whether new or existing.

We are aware of the fact that the biggest added value is brought by our employees through their
knowledge, invention, initiative and loyalty to our Company. Without their contributions, any such
assets would be only a “piece of metal” which exists without any use. Therefore, we also make long-
term investments in the expansion of knowledge and competencies of our employees. The system of
training of ITC’'s employees is based on a countrywide system implemented through accredited
worksites for employee certification. Most of ITC’'s employees hold their own personal certificate or
confirmation on completion of a similar training course.
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The coordination and development of new procedures is internally organized in the form of
educational seminars, among other as part of accredited activities such as AZL, AKL, COV and
COSM. This ensures that every employee in charge of conformity assessment regularly takes part in
training courses related to his/her activities.

In 2014, 14 internal training courses took place at ITC, which were attended in total by 368 of ITC’s
employees (this does not include training courses for individual centres, training of new staff and other
events of a smaller scale). ITC's employees also took part in 64 external training sessions and
seminars in a total extent of 234 man-days with the cost of CZK 534,000 (this figure also includes
participation in conferences).

Besides employee training our continued goal is to increase technical and legislative knowledge of
customers. In 2014, we organized six training events, which were attended by more than 300 people.

Activities focused on customer training in 2014:

- Analytical pyrolyses, thermal desorptions and quantitative desorptions

- Textile product complaints in theory and practice

- Services in support of quality in the automotive industry

- System of management of social responsibility of organizations: new way towards economic
prosperity and sustainable development

- Experience with testing and assessing the conformity of toys according to Directive 2009/48/EC
on the safety of toys in practice

- Training of foreign auditors — procedures for assessing the conformity of medical devices

To be successful today it is not sufficient to possess knowledge and perfect equipment, but it is also
important to make others know what our Company has to offer and what it can do. One of the ways
ITC is trying to do this is the participation in fairs and exhibitions. In 2014, ITC presented itself at 8
events focused on toys, construction, electrical engineering and electronics and the automotive
industry which were held in the Czech Republic, Poland and Germany.

In 2014, ITC had to face many obstacles and dealt with numerous complicated situations in many
respects. Now | can already say that we handled most of them successfully and that we achieved
results we don’t need to be ashamed of.

I want to say Thank You to all of our customers for their support. It continues to be our main goal to
both maintain and further improve the standards of the services we provide.

| want to say Thank You to all of our trading partners, external colleagues and employees for their
contributions to the achievement of our good results in 2014.

I look forward to our further cooperation and | wish you all a lot of success in 2015.

a M&gj
RNDr. Radomir Cevelik
Vice-Chairman of the Board of Directors
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Key Financial Indicators of the Company

2012 2013 2014

Total Revenues tis. K& 194 448 208 307 195 501
ofthe CR tis. K& 131 946 143 723 130917
of which expc tis. KE 62502 64584 63854
Value tis. K& 120 778 125978 121 190
Staff costs tis. K& 98 953 105 384 103 238
Depreciation tis.KE 6845 7501 7786
Profit for the period tis. K& 7999 7162 4810
Assets tis. K& 77418 78356 82625
Liabilities tis. K& 36725 33800 35211
Equity tis. K& 38062 42424 44859
Staff costs 151,5 161,4 161,7
Rations
Sales / of employees tis. K& 1283 1291 1209
Value / Equity tis. K¢ 797 781 749
Profit / Equity % 21,0 16,9% 10,7%
Liabilities / Assets % 47,4% 43,1% 42,6%
Sales / Equity % 510,9% 491,0% 435,8%
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Company’s Sphere of Business

Institut pro testovani a certifikaci, a. s., Zlin (hereinafter referred to as "ITC") is a joint-stock
company founded and existing pursuant to the Commercial Code in 1993. Since 2000, ITC is an
independent joint-stock company with a sole shareholder — the Czech company ITC-SERVIS,
spol. sr. 0.

As at 31 December 2014, the sphere of business of ITC, Inc. was defined as follows:

Sphere of business

= Operability certification of prize gaming machines and technical facilities necessary to run
betting games, as well as the performance of the subsequent technical inspection of their
operation;

= Measurement of pollutants and odours; preparation of scatter studies;
= Manufacturing, trade and services not included in Schedules No. 1 to 3 of the Trade

Licensing Act.

Sphere of activities:

= Activities of an authorized (notified) body for product conformity assessment pursuant to
Act No. 22/1997 Coll., as amended, in the scope as defined in the authorization issued
by the Czech Office for Standards, Metrology and Testing;

= Activities of testing laboratories;

= Activities of calibration laboratories;

= Certification of products;

= Certification of management systems;

= Performance of inspections;

= Testing of living and working environmental components;
=  Sampling and examination of product health safety;
=  Official measurements;

= Activities of a calibration service centre;

= Verification of regulated measuring instruments;

= Assessment of construction suppliers;

= Activities of an expert institute.



Annual Report 2014 I I CQ

Kompetence spolec¢nosti

= The ITC’s technical, organizational, personnel and legislative competencies for the above
activities are based on the following appointments, authorizations and accreditations (as at
31 December 2013):

= Authorized Body No. 224

(see: http://www.unmz.cz/urad/ao-aktualni-seznam)

= Government Decree No. 173/1997 Coll. (as amended by the last amendment to
Government Decree No. 329/2002 Coll.) laying down selected products for
conformity assessment;

= Government Decree No. 163/2002 Coll. (as amended by the last amendment to
Government Decree No. 312/2005 Coll.) laying down technical requirements for
selected construction products (Directive 89/106/EEC);

= Notified Body No. 1023
(see:

http://ec.europa.eu/enterprise/newapproach/nando/index.cfm?fuseaction=notifiedbody.notifie
dbody&refe cd=EPOS 46625)

=  Government Decree No. 336/2004 Coll. laying down technical requirements for medical
devices (Directives 93/42/EEC, 2003/12/EEC, 2003/32/EEC), as amended;

=  Government Decree No. 453/2004 Coll. laying down technical requirements for in vitro
diagnostic medical devices (Directive 98/79/EC); as amended;

=  Government Decree No. 154/2004 Coll. laying down technical requirements for active
implantable medical devices (Directive 90/385/EEC); as amended;

=  Government Decree No. 17/2003 Coll. laying down technical requirements for low
voltage electrical equipment (Directive 2006/95/EC; ex - 73/23/EEC); as amended;

= Government Decree No. 616/2006 Coll. laying down technical requirements for products
as regards their electromagnetic compatibility (Directive 2004/108/EC); as amended;

=  Government Decree No. 86/2011 Coll. laying down technical requirements for toys
(Directive 2009/48/EEC); as amended;

=  Government Decree No. 21/2003 Coll. laying down technical requirements for personal
protective devices (Directive 89/686/EEC); as amended;

= Government Decree No. 26/2003 Coll. (as amended by the last amendment to
Government Decree No. 621/2004 Coll.) laying down technical requirements for
pressure devices (Directive 97/23/EC); as amended.

= Notified Body No. 1023 - Notified Entity

10
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= Regulation of the European Parliament and the Council (EU) 305/2011 (CPR)
(Construction products)

= Accredited Testing Laboratory No. 1004

= Accredited Testing Laboratory No. 1004.3

= Accredited Calibration Laboratory No. 2222

= Accredited certification body for management systems No. 3002
= Accredited certification body for products No. 3020

= Accredited certification body for qualification in the system of certified construction
suppliers pursuant to Act No. 137/2006 Coll.

= Accredited inspection body No. 4035

= Operator of the Technical Standardization Association for Rubber and Plastics
Industry (SGP - Standard)

= Technical Standardization Centre authorized by the Czech Standardization Institute

= Based on a decision of the Ministry of Justice ref. No. 163/2005-ODS-ZN/2 dated 25
July 2005, ITC is registered in the first section of the list of institutes qualified for expert
activities in electronics, with the authorization covering expert assessments required by
state authorities and self-government authorities for gaming machines and technical
facilities necessary to run betting games and lotteries as regards hardware and software,
expert assessments to verify the functional and technical requirements of cash registers
including the fiscal memory;

» Based on a decision of the Ministry of Justice ref. No. 218/2004-ODS-ZN/16/2 dated
29 April 2005, ITC is registered in the second section of the list of institutes qualified for
expert activities in air cleanliness, transport, economy, power industry, chemistry, leather
and fur, packages, environmental protection, food industry, services, sport, construction,
engineering, various technical fields, textiles, art crafts, water management, health care
and agriculture;

= Authorization by the Ministry of Financeto perform expert assessments and to certify
the operability of technical facilities and systems to operate lotteries and other similar
games, and to perform the subsequent technical inspection of such operated facilities and
systems;

=  OPEL/GM recommendation as a testing laboratory for automotive components;

= Authorization by the Civil Aviation Authority L-3-061/5for verification tests of electrical
and electronic aircraft components and devices;

= Authorization by the National Institute of Public Health No. Z0040100812pursuant to
Act No. 258/2000 Coll. for authorisation sets D 2 - Sampling and examination of health

11
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safety of products intended for children up to three years of age and D 3 - Sampling and
examination of health safety of products coming into contact with food and foodstuffs;

= Administrator of the "Safe Toys" mark registered in the Czech Quality program;
= Administrator of the "ITC Certified Quality" mark

= Authorized Certified Body KEYMARK No. 032 for awarding the "SOLAR KEYMARK"
mark;

= Cooperation with the Alliance of Construction Testing Laboratories (www.szv.cz) in
awarding the "Proven for Construction” mark
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OverviewofMembership in Associations

ITC is actively engaged in various technical activities in the Czech Republic, which is
demonstrated by its membership in many professional as well as social associations and
confederations.

=  AAAO - Association of Accredited and Authorized Organizations, Prague;

= SZV - Svaz zkuSeben pro vystavbu (Alliance of Construction Testing Laboratories),
Prague;

= Sdruzeni Ceskych zkuSeben a laboratofi (Association of Czech Testing Stations and
Laboratories), Zlin;

= the aforementioned associations form the Eurolab-CZ alliance which has been a full
member of EUROLAB since 1 May 2004 (http://www.eurolab.orq)

= CSJ - Czech Society for Quality, Prague;
= Sdruzeni pro hracku a hru (Toy and Game Association), Prague;
= Regional Chamber of Commerce of the Zlin Region

= CQS - Sdruzeni pro certifikaci systému jakosti (Quality System Certification
Association), Prague, member of the international IQNET association;

= COKA — Czech Footwear and Leather Association based in Zlin;
= EURACHEM CR, ReZ near Prague;
= ATOK — Association of Textile, Clothing and Leather Industry, Prague;

= SCOV - Sdruzeni certifikacnich organt pro certifikaci vyrobkd (Association of Product
Certification Bodies), Dobra; SCJ — Sdruzeni pro cenu Ceské republiky za jakost, Praha

= Road Contractors Association, Prague;

= Ceska spoleénost primyslové chemie (Czech Society for Industrial Chemistry),
Gumarenska skupina (Rubber Industry Group) Zlin;

= Ceské kalibraéni sdruzeni (Czech Calibration Association), Brno;

= SGP STANDARD - Sdruzeni technické normalizace gumarenského a plastikarského
primyslu (Association for Technical Standardization in Rubber and Plastic Industry).

= Svaz primyslu a dopravy CR (Confederation of Industry of the Czech Republic),
Prague;

= Svaz podnikateld ve stavebnictvi v CR (Association of Building Entrepreneurs of the
Czech Republic)

= Ceskoslovenska spole¢nost pro sluneéni energii (Czech Association for Solar Energy)
= TEAM-NB, Liége, Belgie

= LVD Notified Bodies Forum, Paris, France

13
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Company’s Organizational Chart

The Company pursues its activities in a divisional organizational structure — the diagram below
shows the organizational chart as at 31 December 2014.

Director general
100
IMarketing Qality Management
150 110
Board of manages
[ T I 1
Divizion 1 Divisian 2 Testing Division 3 Certification Division 4 Electro
100 200 300 400
Mznagement and economy Director Director Director
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14

(Gaming machines departement
160

Electrical safaty and EMC testing
Ishoratary
410

Calibratopn lzboratory
420



Annual Report 2014 I I CQ

Persons Holding the Key Functions in the Company

The members of the Board of Directors and the Supervisory Board did not change in 2013.
Company's bodies still include representatives from various fields of the civic association of the
Czech Republic. The emphasis is put on professional qualification and on the representation of
the Zlin Region

Board of Directors

Chairman of the Board of Directors | Ing. Jifi He$

Vice chairman of the Board of RNDr. Radomir Cevelik
Directors

Member of the Board of Directors | MgA. Pavlina UlehlaSeni¢

Supervisory Board

Chairman of the Supervisory Mgr. Jifi He§ Head of the ITC Division

Board

Member of the Supervisory Ing. Petr Karlik Head of a ITC centre, a company
Board employees' representative
Member of the Supervisory Magdaléna Cevelikova Manager of PAP-OIL, s.r.o.
Board

Commission for assurance of impartiality

Commission for assurance of impartiality which supervise the assurance of activities associated
with certifications of products, conformity assessment and management systems certification in
ITC consisted of the following members in 2014:

Chairman of the Board RNDr. Anna Christianova, Institut pro testovani a certifikaci,
CSc. a. s., Zlin — expert for environment,
ekodesign, National Register of
Quialifications

Vice chairwoman of the Board | Ing. Jaroslav Toufar Plasticcluster

Member of the Certification MUDr. Milena Dostalkova Practitioners assotiation, Zlin

15
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Zdenék Krul

Ing. Petr Houdek

Ing. Milan Basa

RNDr. Vlastislav Trnka

Ing. Alena Chalupova, MBA.

Ing. Milan Kovar

ITG

CT1,
PrincipalAdministratoroftheCentr
alInspectorateofthe CTIin
Prague

Academicinstitutions(Pilsen
University nominations) -
Systemsmanagement+IT,
ITSMandinformationsecurity,
risk management.

Consumersector(FEP
nomination)-
manufacturingsector,theplastic
sindustry, woodindustry

Consumersector (nominated
by GESOS, spol. s r.0.)

Institut pro testovani a certifikaci,
a.s., Zlin

Institut pro testovani a certifikaci,
a.s., Zlin

In 2013 the average full-time equivalent number of employees was 161.35.

Average full-time equivalent number of employees for the currrent year
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Company’s Quality Policy

The ITC Quality Policy as adopted by the Company’s Board of Directors and effective since
1 January 2010 remains valid without any change, focussing on the following areas of
development:

The basic principle of the Company’s activities is to generate intellectual and material values
through permanent satisfaction of the needs of the customers and other persons interested
in the Company’s products, with a highly professional, quick, perfect and complex output.
The satisfaction of the customer's needs and expectations must be the driver of the
Company’s development.

A team of satisfied, qualified and motivated employees is a warranty for quality and reliability
of all provided products.

Customer focus:

Customer satisfaction is a priority for the Company.

A non-discriminatory approach is always applied when providing our products.

The customer’s requirements concerning the quality of the provided product, the compliance
with the contractual terms and conditions, duties and liabilities in relation to the customer
must be fully met. Respecting the agreed deadlines forms an integral part of the basic
principles behind the Company’s activities.

Every employee should know what the customer requires or might require, as the case may
be, what the customer needs or might need, as the case may be, what we can offer to the
customer in addition, and what can be done to this end by the organizational unit, which that
employee belongs to.

Every employee is obliged to seek ways for permanent improvement of activities and
procedures in the Company in order to retain or expand its current competencies, ensuring —
in addition to the required quality and professional level of the products offered — also their
complexity.

Every employee must make every effort to satisfy the customer’s wishes.

Every delivery of a product should generate recommendations for further business at the
destination.

Staff focus:

The managers and the Company as a whole shall create suitable conditions for a stable
team of professionally competent and motivated employees striving for permanent
improvement of the expert level and complexity of the products offered.

Through internal cooperation between the employees, we generate synergies externally,
multiplying the Company’s reputation as a homogeneous cluster of top-class professionals
who know what the customer needs, wants or might want, as well as what they may fairly
require for their work.

The Company requires its employees to show pro-active approach, loyalty and personal
contributions to the further development of the Company, including interest in enhancing
their professional qualifications.

As regards industrial relations, the Company applies the fundamental principles of the
Corporate Social Responsibility.
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Focus on processes and process management:

The Company generates sufficient own resources as a prerequisite for its future
development.

Searching for ways leading towards high profitability, improved efficiency of the management
system and to continuous quality improvement of products and all activities forms an integral
part of the corporate culture. The organization and method of work are both subject to that
culture.

The principles of the management system are seen by the Company as a means to meet the
expectations of the stakeholders (employees, shareholders, customers, public administration
bodies and general public).

Supplier focus:

The Company cooperates with its suppliers based on the principle of a long-term partnership,
which brings benefits to all stakeholders.
The Company requires a high quality of the products delivered by the suppliers.

Focus on the environment:

The Company pays attention to environmentally responsible behaviour and to efficient energy
use.

The Company requires all its employees to ensure environmentally responsible behaviour.
The Company undertakes to efficiently use all kinds of energy resources.

When providing services, the Company makes every effort to prevent wastage of all kinds of
resources, materials and energy.

Company’s Balance Sheet - Comments

As at 31 December 2014, the total balance sheet sum of assets and liabilites was CZK 82,4
million. On the asset side, total fixed assets increased by CZK 5,2 million. The growth resulted
especially from the growth of fixed assets by CZK 2.4 million in the residual value. This was
driven by the Company’s strong investment activity in 2014 (in total, new investments reached
CZK 11.1 million, with depreciation of fixed assets amounting to CZK 7.8 million). Current assets
recorded a year-on-year growth of CZK 1.6 million with a decrease of inventories (by CZK 1.4
million) and short-term receivables (by CZK 1.3 million). The Company’s financial assets (the
money stock) increased by CZK 4.3 million.

The Company’s equity was up CZK 6.8 million on a year-on-year basis, mainly driven by the
result of operations for 2014 (a profit of CZK 4.8 million) and higher retained earnings from
previous periods.

Not-own capital increased by CZK 1.4 million with a decrease in trade payables (past due
invoices) by CZK 4.2 million and an increase in bank loans by CZK 2.6 million (a loan for the
purposes of a grant from public resources entitled “ITC — Innovations of Thermal Tests”) and an
increase in short-term advances received (by CZK 3.3 million).

18



Annual Report 2014 I I CQ

31.12.2010 31.12.2011 31.12.2012 31.12.2013 31.12.2014

Ké
Total assets 59325511 68368997 77417897 78356242 82625485
Subscription receivables 0 0 0 0 0
Fixed assets (devices, buildings etc.) 22217 693 26896 732 31782431 30981051 34274602
Current assets (money, receivables) 34 025409 38571870 42585403 44287947 44208 249
Sundry assets - temp. accounts of assets 3082410 2900395 3050063 3087244 4142634
Total liabilities 59325511 68368997 77417897 78356242 82625485
Owner’s equity (registered capital, funds) 28858015 32031308 38061935 42424219 44858926
Not-own capital (payables, advance payments received, 29570089 34212546 36725383 33800308 35210871
Sundry liabilities 897408 2125143 2630578 2131715 2555687

Liabilities continue to constitute a major part of the Company’s total liabilities, their development
is illustrated in the chart below for comparison.

O Rezervy @ Dlouhodobé zavazky Liabilities
B Kratkodobeé zavazky OBankovni uvéry

35 000 000
30 000 000
25 000 000
20,000 000 1
15000 000 -
10 000 000 -

5 000 000 -

0 4
o 311220 0 3112201100000 31122012 00000 31122M3 00000 31122014

The chart shows, in particular, that the liabilities consist of short-term trade liabilities
(invoices, leasing, advance payments for contract solutions), bank loans (see the
comments in the previous paragraph). As of 31 December 2014, the bank loans
totalled CZK 9.3 million.

Not-own capital (payables, advance pay. rec., loans)
51,0% 49.8% s0,0% 1 Total liabilitiesITC, as.

49 0%

47 0%

45,0%

43,0%

41,0%

31.12.2010 31.12.201 31.12.2012 31.12.2013 31.12.2014

The above chart demonstrates a long-term decrease in the ratio (liabilities v. total liabilities),

which proves the Company’s ability to meet all its financial liabilities.
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Company’s Economic Results - Comments

The Company’s result of operations for 2014 was a profit of CZK 4.81 million after tax on sales of
CZK 195.5 million. This profit is roughly 32% lower than in the previous year.

Profit and Loss Account [ CZK] 2010 2011 2012 2013 2014
I Revenues from sold goods 4998 0 0 1157 1400
A. Costs on sold goods 0 0 0 0 -1 383
Il.  Performance (sales+-/-investories change) 163 705640 176 952090 196 262 254 208 650 848 195 226 327
B. Production consumption -67 965550 -73771708 -75484225 -82673610 -74 036492
Added value 95745088 103180383 120778029 125978395 121189 851
C. Persibal costs -81409992 -86930452 -98953401 -105383706 -103238 279
D. Taxation and charges -162 326 -122 813 -126 259 -125 663 -135013
E. Depreciations of intang. And tangible assets 7741648 -6781196 -6845446  -7501135 -7 785681
VI. Other operating revenues 373624 807 858 1188 252 716 141 1240 563
I Other operating expanses -3607 506 -3859141 -3 865088 -4 386 720 -4 154 843
Economic results from financial operations -1671880 -1212202 -2077726 -391 276 -1 288 095
R. Income tax on ordinary activities -484 837  -1192302 -2023644  -1936628  -1389597
Extraordinery economic results 118 653 0 0 0 0
Economic results of current year 1237 308 3996232 7999 354 7161749 4810 049

The above table clearly implies the following:

=  There was a year-on-year decrease in output by 6.4% (on a decline in sales revenues from
own services by 6.1%).

= There was a decrease in production consumption by 10.4%, with the main item being
external cooperation in dealing with the issues of assessing the conformity of gambling (slot)
machines and subcontracted work of cooperating partners abroad.

= The Company’s added value decreased by 3.8% compared to 2013 and reached CZK
121.1 million.

= Labour productivity (expressed as CZK sales revenues / CZK wages) grew by 1.9% to 2.72
on average annual sales revenues of CZK 1,207,000 per employee (a decline of 6.6%
compared to 2013).

=  The decline in profit was especially driven by a decrease in sales revenues in the area of
assessing the conformity of gambling (slot) machines and other games of chance according
to Act No. 202/1990 Coll., On Lotteries and Other Similar Games and a negative result in the
area of assessing the conformity of medical devices, with the latter area recording a loss of
CZK 2.8 million in 2014.
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The following table provides an overview of the Company’s key accounts in terms of the type of
contract:

Major Clients

The following table provides an overview of the Company’s key accounts in terms of sales
volume in 2013:

TESCOMA s.r.o. Zlin Testing, household
C.S.G. SOFTWARE GROUP LIMITED Brno Assessment of gaming machines
ITC ASIA Co. Ltd. Soul (Korea) CE conformity assessment, certificatin

of QMS
SYNOTTIP, a.s. Uherské Hradisté Assessment of gaming machines
Magna Exteriors & Interiors (Bohemia) s.r.o. Liberec Testing, Automotive industry
Synot W, a.s. Uherské Hradisté Assessment of gaming machines
GUMOTEX, akciova spolecnost Breclav Testing, Automotive industry
KASKO spol. s r.o. Horni Ném¢i Testing, Automotive industry
Gumarny Zubfi, akciova spolecnost Zubfi Testing, Automotive industry
BONVER WIN, a.s. Ostrava Assessment of gaming machines
Fatra, a.s. Napajedla Testing plastic products
Zenith Quality Assessors Pvt. Ltd. Maharashtra (Indie) CE conformity assessment, certificatin

of QMS
APOLLO SOFT k.s. Praha Assessment of gaming machines

The average price of a contract invoiced in 2014 was CZK 20,264— with a total of 9,648 contracts
(in 2013, the average contract price was CZK 21.972with a total of 9476contracts).

Company’s Exports - Comments

The following charts indicate the percentage share of exports in the Company’s total sales in the
relevant period and the total export volumes, respectively.

The share of exports in total sales (%)

33,0%

32,0%

31,0%

30,0%

29,0%

28,0%
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26,0% . : : .

2010 2011 2012 2013 2014
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Auditor’s Report - translation

Identification of audited Financial Statements

We have audited the attached Financial Statements as at 31 December 2014 of the business
company identified in the attached Financial Statements which consists of the Balance Sheet as
at 31 December 2014, Profit and Loss Statement for the year ending on 31 December 2014 and
Notes to the Financial Statements containing the description of used significant accounting
methods and other explanatory information. The prevailing subject of business activity of the
company is quality system, EMS and product certification.

Responsibility of the statutory body of the accounting unit for the Financial Statements

The statutory body of the accounting unit is responsible for compiling the Financial Statements
which provide true and fair picture in compliance with Czech accounting regulations, and for the
internal control system which it considers necessary for compiling the Financial Statements so as
not to contain material deficiencies caused by fraud or error.

Auditor’s responsibility
Our responsibility is to give our statement to these Financial Statements on the basis of our audit.

The audit has been performed in accordance with Act on Auditors, International Auditors’
Standards and related application amendments of the Auditors’ Chamber of the Czech Republic.
We are obliged to keep ethical standards in accordance with these regulations and to schedule
and perform the audit in such a way so that to have a relevant confidence the Financial
Statements do not include any essential (material) irregularities.

The audit includes auditor procedures aimed at acquiring evidence information on figures and
facts given in the Financial Statements. The selection of procedures depends on auditor's
opinion, including the evaluation of risks of important (material) irregularities of data stated in the
Financial Statements, caused by fraud or error. When evaluating these risks, the auditor
assesses the internal control system relevant for compiling the Financial Statements, providing
the true and fair picture. The goal of this assessment is to propose suitable audit procedures, not
to express opinion of the effectiveness of the internal control system of the accounting unit. The
audit also includes the assessment on suitability of accounting methods being used as well, the
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adequacy of accounting estimations having been performed by the company’s management and
the assessment of the whole Financial Statements presentation.

We believe the evidence information we obtained provide sufficient and suitable basis for the
expression of our statement.

Auditor’s statement to the Financial Statements

In our opinion the Financial Statements in all essential aspects reflect truly and fairly the assets,
liabilities and the financial position of the company Institut pro testovani a certifikaci, a.s. as of 31
December 2014 and costs, revenues and the economic result for the year of 2013007 in
accordance with the accounting regulations in the Czech Republic.

Il. Auditor’s Report to the Report on Relationships among Interconnected Entities

We have also audited the objective accuracy of data stated in Report on Relationships among
Entities Interconnected with Institut pro testovani a certifikaci, a.s. as of 31 December 2014. The
management of Institut pro testovani a certifikaci, a.s. is responsible for compiling this Report on
Relationships. Our task is to issue a statement to this Report on Relationships on the basis of the
performed review.

We performed the review in compliance with the International Auditors’ Standards regulating the
review and related application amendments of the Auditors’ Chamber of the Czech Repubilic.
These standards require from us to schedule and perform the review with the goal to achieve a
mean rate of certainty that the Report on Relationships does not contain any significant
irregularities. The review is especially focused on questioning workers of the company and
analytical procedures and randomly performed checks of factual correctness of data. The review
therefore gives a lower degree of certainty than the audit. We did not perform an audit of the
Report on Relationships, therefore we do not express auditor’s statement.

On the basis of our review we did not found any significant factual irregularities of the figures
stated in the Report on Relationships among Entities Interconnected with Institut pro testovani a
certifikaci, a.s. as at 31 December 2014.

lll. Auditor’s Report to the Verification of the Annual Report

We have also audited the compliance of the Annual Report with the Financial Statements. The
management of Institut pro testovani a certifikaci, a.s. is responsible for the correctness of the
Annual Report. Our task is to issue a statement to the compliance of the Annual Report with the
Financial Statements on the basis of the performed verification.

We performed the verification in compliance with the International Auditors’ Standards regulating
the review and related application amendments of the Auditors’ Chamber of the Czech Repubilic.
These standards require from the auditor to schedule and perform the review to achieve
reasonable certainty that the information given in the Annual Report, taken from the Financial
Statements or used from it, are in compliance with these Financial Statements in all significant
aspects. We believe the performed verification provides adequate basis for expressing the
auditor’s statement.

In our opinion the information given in the Annual Report for 2014 is in compliance with the
aforementioned Financial Statements in all significant aspects.
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ZPRAVA NEZAVISLEHO AUDITORA

Auditorska zprava pro spolecnika a vedeni ucetni jednotky
Institut pro testovani a certifikaci, a.s.
Zlin, t¥. T. Bati 299, 763 02, IC 479 10 381

L. Zpriva auditora o ovéfeni ro¢ni icetni zavérky

Identifikace auditované ucetni zavérky

Provedli jsme audit prilofené ticetni zavérky k 31.12.2014 obchodni spolecnosti identifikované
v prilozené uicetni zavérce, kterd se sklddd z rozvahy k 31.12.2014, vykazu zisku a ztrdty za rok koncici
31.12.2014 a pFilohy této ucetni zavérky obsahujici popis pouZitych podstatnych ucetnich metod a
dalsi vysvétlujici informace. PrevaZujicim predmétem cinnosti obchodni spolecnosti je provddéni
certifikace systému jakosti, EMS a vyrobkii.

Odpovédnost statutirniho organu uletni jednotky za icetni zavérku

Statutdrni orgdn ucetni jednotky je odpovédny za sestaveni ucetni zdvérky, kterd poddvd vérny a
poctivy obraz v souladu s éeskymi icetnimi predpisy, a za takovy vnitini kontrolni systém, kiery
povazuje za nezbymny pro sestaveni ucemi zdvérky tak, aby neobsahovala vyznamné (materidlni)
nesprdvnosti zpiisobené podvodem nebo chybou.

Odpovédnost auditora

Nasi odpovédnosti je vyjadrit na zékladé naseho auditu vyrok ktéto tucetni zdvérce. Audit jsme
provedli v souladu se zdkonem o auditorech, mezindrodnimi auditorskymi standardy a souvisejicimi
aplikacnimi dolozkami Komory auditory Ceské republiky. V souladu s témito predpisy jsme povinni
dodrzovat etické pozadavky a naplinovat a provést audit tak, abychom ziskali pFiméFenou jistotu, Ze
ucetni zavérka neobsahuje vyznamné (materidlni) nespravnosti.

Audit zahrnuje provedeni auditorskych postupii k ziskdni ditkaznich informaci o Edstkdch a iudajich
zveFejnénych v iicetni zavérce. Vybér postupii zdvisi na tsudku auditora, zahrnujicim i vyhodnoceni
rizik vyznamné (materidini) nespravnosti tidajii uvedenych v ucetni zdvérce zpuisobené podvodem nebo
chybou. PFi vyhodnocovani téchto rizik auditor posoudi vnitini kontrolni systém relevanti pro
sestaveni ucetni zdvérky poddvajici vérny a poctivy obraz. Cilem tohoto posouzeni je navrhnout
vhodné auditorské postupy, nikoli vyjadiit se kuicinnosti vnitiniho kontrolniho systému ucetni
Jednotky. Audit téZ zahrnuje posouzeni vhodnosti pouzitych icetnich metod, primérenosti ucetnich
odhadii provedenych vedenim i posouzeni celkové prezentace uicetni zavérky.

Jsme presvéddéeni, Ze dikazni informace, které jsme ziskali, poskytuji dostatecny a vhodny zdklad pro
vyjddreni naseho vyroku.

Vyrok auditora k uéetni zavérce

Podle naseho ndzoru ucetni zdvérka ve viech vwznamnych ohledech poddvd vérny a poctivy obraz
aktiv, pasiv a finanéni pozice obchodni spolecnosti Institut pro testovani a certifikaci, a.s. k
31.12.2014 a ndkladii, vynosii a vysledku hospodaieni za rok 2014 v souladu s ceskymi ucetnimi

predpisy.
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II. Zprava auditora ke zpravé o vztazich mezi propojenymi osobami

Provérili jsme téz vécnou sprdavnost udajii uvedenych ve zprdavé o vztazich mezi propojenymi osobami
spolecnosti Institut pro testovani a certifikaci, a.s. k 31.12.2014. Za sestaventi této zpravy o vztazich je
zodpovédné vedeni spolecnosti Institut pro testovani a certifikaci, a.s. Nasim iikolem je vydat na
zakladé provedené provérky stanovisko k této zprdavé o vztazich.

Provérku jsme provedli v souladu s Mezindrodnimi auditorskymi standardy vztahujici se k provérce a
souvisejicimi aplikacnimi dolozkami Komory auditorii Ceské republiky. Tyto standardy vyzZaduji,
abychom pldnovali a provedli provérku s cilem ziskat stFedni miru jistoty, Ze zprdva o vziazich
neobsahuje vyznamné nesprdvnosti. Provérka je omezena predeviim na dotazovdni pracovnikii
spolecnosti a na analytické postupy a vybérovym zpusobem provedené provéfeni vécné spravnosti
tidajii. Proto provérka poskytuje nizSi stupeir jistoty nei audit. Audit zprdvy o vztazich jsme
neprovddeéli, a proto nevyjadfujeme vyrok auditora.

Na zdkladé nasi provérky jsme nezjistili Zddné vyznamné vécné nesprdvnosti idajii uvedenych ve
Zpravé o vztazich mezi propojenymi osobami spolecnosti Institul pro testovdni a certifikaci, a.s.
k31.12.2014.

1L Zprava auditora o ovéieni vyro¢ni zpravy

Ovérili jsme také soulad vyrocni zprdvy s uceini zdvérkou. Za spravnost vyrocni zpravy je zodpovédné
vedeni spolecnosti Institut pro testovdni a certifikaci, a.s. Nasim ikolem je vydat na zdkladé
provedeného ovérent vyrok o souladu vyrocéni zpravy s ucetni zavérkou.

Ovéreni jsme provedli v souladu s Mezindrodnimi auditorskymi standardy a souvisejicimi aplikacnimi
dolozkami Komory auditorii Ceské republiky. Tyto standardy vyZaduji, aby auditor naplanoval a
proved| ovéFeni tak, aby ziskal pFiméFenou jistotu, Ze informace uvedené ve vyrocni zpravé, které byly
prevzaty z ucetni zdvérky ¢i z ni pouzity, jsou ve vSech vyznamnych ohledech v souladu s touto ucetni
zdvérkou. Jsme presvédceni, Ze provedené ovéieni poskytuje priméfeny podklad pro vyjdadieni vyroku
auditora.

Podle naseho ndzoru jsou informace uvedené ve vyrocni zprdvé za rok 2014 ve viech vyznamnych
ohledech v souladu s vyse uvedenou ticetni zavérkou.

Datum vydani zpravy

Ve Zlingé dne 25. kvétna 2015

Alois BERKA s. r. o. /

auditorskd a dafiovd kanceldr —
tF. T. Bati 640, 760 01 ZLIN / ; e
DIC: CZ60701331 2- / b4

odpovédny auditor ing. Berk
osvédéeni KA CR ¢. 0249
auditorska firma: Alois Berka s.

za auditovanou Géetni jednotku

RNDr. Radomnir Cevelik

osvéddeni KA CR E.'108 mistopfedseda predstavenstva
Piiloha:auditovana rozvaha
auditovany vykaz zisku a ztra’ty ] INSTITUT PRO TESTOVANT
auditovana pfiloha k ucetni zavérce Il @ A CERTIFIKACI. .5,
! 763 02 ZLIN 1
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Foreign Branch of Institut pro testovani a certifikaci, a. s.
Extract from the Commercial Register in Slovakia

Trade name of the Institut pro testovani a certifikaci, a.s., branch of a foreign | (since: 30. 01. 2007)
foreign branch: entity business

Registered office of the  MiynskéNivy 54 (since: 30 January 2007)
foreign branch: Bratislava 821 05

Comp. reg. No.: 36,731,307 (since: 30 January 2007)
Registration date: 30 January 2007 (since: 30 January 2007)
Legal form: Joint-stock company, a foreign entity business (since: 30 January 2007)

(organisational unit of a foreign entity business)

Sphere of activities: Business consulting services in the scope of a non- (since: 30 January 2007)
regulated trade

Letting of real-estates combined with provision of (since: 30 January 2007)
complementary services and procurement services related
to the letting, in the scope of a non-regulated trade

Purchase of goods for their resale to the end consumer (since: 30 January 2007)
(retail trade)

Purchase of goods for their resale to other trade operators = (since: 30 January 2007)
(wholesale trade)

Rental of movable assets in the scope of a non-regulated = (since: 30 January 2007)

trade

Automated data processing (since: 30 January 2007)
Computer network administration (since: 30 January 2007)
Activities related to the Notified Body No. 1023 of the (since: 31 May 2007)
European Union

Assessment and certification of management systems (since: 31 May 2007)
Activities of testing laboratories in the scope of a non- (since: 31 May 2007)

regulated trade
Product certification in the scope of a non-regulated trade = (since: 31 May 2007)

Impartial control of status check of certain matters, or (since: 31 May 2007)
verification of results of certain activities and issue of
control certificates

Head of the branch: Ing. Jifi He$ (since: 30 January 2007)
Lounovice 231
Mukarov 251 62
Czech Republic

Acting on behalf of the ' In matters related to the branch, the Head of the branch (since: 30 January 2007)
company: shall individually represent and sign on behalf of the

branch by attaching his authorized signature to the written

or printed trade name of the branch.

Established by: Institut pro testovani a certifikaci, a.s. Comp. reg. No.: 47 (since: 30 January 2007)
910 381
tfidaTomaseBati 299, Louky,
763 02 Zlin
Any other legally The branch of a foreign entity business was established on = (since: 30 January 2007)
relevant facts: the basis of a decision of the founding entity of

21 December 2006 in accordance with Section 21 et seq.
of the Commercial Code No. 513/1991 Coll., as amended.

Decision by the founding entity of 29 March 2007.
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CzZK
Total Assets

Receivables from subscribed capital

Fixed assets
Intangible assets
Tangible fixed assets
Long-term investment

Current assets (f.31 + 38 + 48 + 58)

Inventories

Long-term receivables
Short-term receivables
Short-term financials assets
Accruals

Total liabilities

Equity

Register capital

Capital funds

Reserve funds and other reserves
Retained earnings
Profit/lost - current year
Libilities

Reserves

Long-term liabilities
Short-term liabilities

Bank loans and overdrafts
Accruals

31 Dec. 2012
77 417 897
0
31782431
165 422
31617 009
0

42 585 403
5284 079
509 358

20 786 644
16 005 323
3050 063
31 Dec. 2012
77 417 897
38 061 935
5 455 000
10 847 208
1160 137
12 600 237
7 999 354
36 725 383
91 094

529 960
26 722 248
9382 081
2630578
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31 Dec. 2013
78 356 242
0

30981 051
532 810

30 448 241
0

44 287 947
4 363 246
518 563

22 537 267
16 868 872
3087 244
31 Dec. 2013
78 356 242
42 424 219
5 455 000
10 847 208
1060 672
17 899 591
7 161749
33 800 308
96 508
593 517
26 382 183
6 728 100
2131715
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Company’s Balance Sheet

31. Dec. 2014
82 625 485
0

34 274 602
645 435
33629 167
0

44 208 249
3852 310
514 593

19 489 403
20 351 943
4142 634
31. Dec. 2014
82 625 485
44 858 926
5 455 000
10 847 208
1085 330
22 661 339
4 810 049
35210871
202 912
710 768
24 967 003
9330 188
2 555 687,



