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@ear friends,

Institut pro testovani a certifikaci, a. s. (ITC) was founded as a joint-stock company in 1993. It has been operating in the market

for 24 years (on 13 April 2018, it has been 25 years since the joint-stock company was entered in the Commercial Register).

The year of 2017 was, one could say, exceptionally successful for the Czech economy. According to the refined estimate of
the Czech Statistical Office of 3th April 2018, the gross domestic product grew in Q4 2017 by 0.8% in a quarter-on-quarter
comparison and by 5.5% year-on-year. The unemployment rate dropped so low that employers are currently experiencing
major issues with recruitment of new employees for all professions which consequently limits their further growth. This fact

directly affects our company as well.

The entire European Union achieved great results. The estimated GDP growth was 2.4% (2.3% in the Eurozone) which can be,
in the view of an export-oriented company that Institut pro testovani a certifikaci, a.s. is, seen as a positive. We can only hope

that the favourable situation lasts as long as possible.

In 2017, there was no change in the areas in which the company provides its services to its clients. Its flagship areas still
include testing, certification and related services that are provided mainly for the automotive industry, chemical industry
(plastics, rubber, paints), light industry (footwear, textiles), testing of products coming into contact with food, services of an
authorized person in the field of the gambling, construction products, including piping systems and sanitary goods, electrical

products and medical devices, management system certification and toy assessment.

In 2017, the Institute achieved a significant progress in the restoration and updating of accreditations of certification
authorities for management systems and products. In January 2017, the certification body for management systems 3002
(COSM) obtained an accreditation certificate under new standard CSN EN ISO/IEC 17021-1:2016 and during the year of 2017
(September and December), the Czech Accreditation Institute (Cesky institut pro akreditaci) issued another two Certificates of
Accreditation responding to ITC requirements regarding changes in the scope of the accreditation. The last annex to Certificate of
Accreditation 754/2017 contains, in addition to a general section, several separate sections certifying competences in special
areas which include Information Security Management System Certification; Food Safety Management System Certification;

Medical Devices Quality Management System Certification; Energy Management System Certification.
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eurthermore, two accreditation activities took place and ended with the issuance of new accreditation certificates for
a certification body for products 3020 (COV). The first one was issued on 28 April 2017 and the other one on 18 October
2017. The second certificate (no. 617/2017) contains a separate section called ,Assessment of Conformity for the Purposes
of Authorisation/Notification®. This section covers the assessment of conformity of personal protective equipment under
Regulation (EU) No. 2016/425 on Personal Protective Equipment and it was subsequently used in the drafting of the appli-
cation for notification as mentioned in the following paragraph. It is worth mentioning that the entire extent of this section
entitled ,Personal Protective Equipment” is covered by flexibility. A separate section focuses on the ,Procedure for Assessing
Compliance with Criteria for Packaging Production Hygiene Management” and ,System of Certified Suppliers“ under Act

134/2016 Coll., on Public Procurement.

Representing the area of regulated activities, we would like to mention at this point that the notification process under Directive
2014/30/EU on the harmonisation of the laws of the Member States relating to electromagnetic compatibility was completed
in 2017. In late 2017, an application for appointment and notification under Regulation (EU) 2016/425 on Personal Protective
Equipment was filed with the appointing authority UNMZ and this was crowned by a notification in the NANDO database

(http:/ec.europa.eu/growth/tools-databases/nando/index.cfm?fuseaction=notifiedbody.notifiedbody&refe_cd=EPOS%5F46625).

ITC also requested an extension of the validity of the notification under Directive 93/42/EEC on medical devices. A ,Joint
Assessment” took place at the end of October 2017 with the participation of representatives of the European Commission, 2
member states and competent Czech authorities. ITC has achieved a significant progress in processes and qualification. The

procedure for the extension of the notification until the end of 2017 has not been completed and continues in 2018.

ITC continues to conduct expert assessment and certification of gambling games and in 2017 it was authorised by the Ministry of
Finance of the Czech Republic to perform expert assessment and certification of gambling games, online games and devices used to

operate those gambling games in compliance with the relevant provisions of Act No. 186/2016 Coll. on Gambling Games, as amended.
Due to the acquisition of its own operating and office building, ITC also focuses on real estate and property management and

maintenance. The reason is that part of the building is intended for lease and ITC creates adequate conditions for the tenants in

order for them to be able to properly use the leased premises, and income from the lease is also a significant part of ITC's income.
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erom an economic perspective, ITC can say that 2017 was a good year. Revenues reached CZK 238,675K. It is CZK 5.5
million less than in 2016 but the year of 2016 was extremely successful for our company in terms of revenue. The revenue
figure for 2017 was the second highest in 24 years of ITC's existence. In comparison with the previous year, we managed to cut
cost, and therefore, despite the lower revenues, our company generated a profit after tax amounting to CZK 17,500 thousand.

That is the highest profit in the history of ITC. That meant that the Institute reached one record in 2017.

In terms of services, accredited laboratories (58%) and services of authorised bodies / notified bodies / notified entities

224/1023 (22%) has the largest contribution to the revenues generated.

When broken down by territory, revenues from the Czech Republic amounted to CZK 155 million. Revenues from abroad
reached CZK 83 million. In terms of percentages, the share of revenues from abroad in the total revenues was 35% representing
a year-on-year increase of 1.8%. We value this fact even more since the Czech National Bank ended its interventions to stabilise

the exchange rate of the Czech Koruna and EUR in March 2017 which resulted in a substantial appreciation of Czech Koruna.

In practice, this means that our services are getting more expensive aboard and despite that revenues from completed

contracts increased.

To maintain a certain standard and improve the quality of services, ITC invested CZK 4.4 million in the acquisition and
upgrading of assets directly related to testing and related services using it own funds in 2017. Through leasing, we obtained

modern testing equipment worth more than CZK 11 million.

Attention is permanently paid to improving employee competences. Last year, 23 internal training sessions took place (a total
of 772 participants - man-days). In the last year, ITC employees participated in 61 external training sessions and seminars with
the total extent of 178 man-days. Due to the extent of our activities abroad and the need to constantly gain knowledge and
information from foreign sources, emphasis is put on maintaining and improving language skills of our employees. In 2017,
language courses were attended by 53 employees. Competences of ITC's external staff must be also constantly improved and

9 training sessions were organised for these purposes.

WWW.ITCZLIN.CZ e




ITG
ANNUAL

REPORT
2017

0 he Institute has been involved in standardization activities in the long term and provides technical information.
Our Technical Standardization Centre ensures the processing of documents from a total of 34 European and international
technical committees and subcommittees. In 2017, 43 Czech standards (CSN) were processed in ITC as part of the technical
standardization plan. ITC staff are actively involved in the activities of 20 technical standardization committees established by
UNMZ. The Institute ensures that the sections on UNMZ and the Czech Standardization Agency are kept up-to-date, specifi-
cally: Information portal - Regulations and Standards; Database of Harmonized Standards; Information portal - Construction
Products; Handbooks for Small and Medium-Sized Enterprises. These four websites are publicly accessible and were created
with the support of UNMZ as part of the PS-PRZ, PS-PRTN/SV tasks. Since 2016, ITC has been offering access to the full
version of the Laws and Standards for Product Marketing Portal for registered participants, which comprehensively summarizes

in detail the issue of standardization and testing.

The category of maintaining and expanding the knowledge of our employees also includes our long-term cooperation with
universities. ITC has concluded contracts with the following universities: Mendel University in Brno; Brno Technical University;
University of Chemical Technology in Prague; Tomas Bata University in Zlin, Faculty of Technology, Applied Informatics and
Polymer Systems Centre; Technical University in Liberec; UCEEB (University Centre of Energy Efficient Buildings, CTU);

Palacky University in Olomouc; Czech Technical University in Prague and Technische Universitat Dresden.

We consider it one of our duties to provide expertise from our field of business to state administration employees and clients.
In 2017, we organised 9 educational events in the form of training sessions or open courses that have been attended by more

than 100 participants.
In 2017, ITC actively presented its activities at five trade fairs: SPIELWARENMESSE, Nuremberg, toys; BUDMA, Poland,

construction; AMPER, Brno, electric products; Interpack, Diisseldorf, packaging, and FAKUMA, Friedrichshafen, processing of

plastics. In three cases, we utilized our cooperation with the Czech Trade agency.
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Qlease allow me, at the end of the foreword and on behalf of the entire Institute, to thank all customers for their
patronage, and our partners, external staff and employees for their cooperation. We will do everything we can to ensure that

our company continues to be a trustworthy, transparent and pleasant business partner for everyone.
In 2018, Institut pro testovani a certifikaci will celebrate 25 years of its existence as a joint-stock company. We hope that
similarly as in human life, the Institute will be an adult company in full force and still at an age when it is willing and able to

learn new things and fearlessly face new challenges.

RNDr. Radomir Cevelik

Vice Chairman of the Board of Directors
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MAIN FINANCIAL RESULTS

2015 2016 2017
Total Revenues thousands CZK 211 601 244192 238 675
of the CZ thousands CZK 139 510 162 838 155 509
of which export thousands CZK 72090 81354 83167
Value thousands CZK 133047 154 050 159 535
Staff costs thousands CZK 113799 122 605 130246
Depreciation thousands CZK 8 329 9 687 9003
Profit for the period thousands CZK 4172 7 030 17 500
Assets thousands CZK 100 765 163 054 167 168
Liabilities thousands CZK 50760 107 149 95 694
Equity thousands CZK 47 656 53138 68 940
Staff costs recalculated state 169,6 176,2 183,6
Rations
Sales / of employees thousands CZK 1248 1386 1300
Value / of employees thousands CZK 785 874 869
Profit / Equity % 8,8% 13,2% 254%
Liabilities / Assets % 50,4% 65,7% 57,2%
Sales / Equity % 444,0% 459,5% 346,2%
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SCOPE OF THE COMPANY'S BUSINESS ACTIVITIES

o nstitut 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, it has been an independent joint-stock company with a sole shareholder
- a Czech company ITC-SERVIS, spol. s r. o.

As at 31 December 2017, the scope of business according to the copy of its entry in the Commercial Register was as follows:

SCOPE 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.

SCOPE 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
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= 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

= Activities of a notified body pursuant to Act No. 90/2016 Coll., on conformity assessment of certain products when made

available on the market, as amended

COMPANY’S COMPETENCY

In 2017, ITC carried out its activities on the basis of the following mandates, authorizations and accreditations:

= Authorized Body No. 224

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

= Government Decree No. 173/1997 Coll. as amended, laying down selected products for conformity assessment

= Government Decree No. 163/2002 Coll. as amended, laying down technical requirements for selected construction products

= Notified Body No. 1023
see: www.ec.europa.eu/growth/tools-databases/nando/index.cfm?fuseaction=notifiedbody.notifiedbody&refe_cd=EPOS%5F46625

= Government Decree No. 54/2015 Coll. laying down technical requirements for medical devices Government Decree

No. 56/2015 Coll. laying down technical requirements for in vitro diagnostic medical devices
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= 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

= Notified Body No. 1023 - Notified Entity

= Regulation of the European Parliament and the Council (EU) 305/2011 as amended (CPR) (Construction products)
= Government Decree No. 219/2016 Coll, on conformity assessment of pressure devices when made available on the market

= Government Decree No. 117/2016 Coll, on conformity assessment of products as regards their electromagnetic

compatibility when made available on the market

= Accredited Testing Laboratory No. 1004

= Accredited Testing Laboratory No. 1004.3

= Accredited Calibration Laboratory No. 2222

= Certification Body for Management Systems accredited by CAl under number 3002
= Certification body for products No. 3020

= Accredited certification body for qualification in the system of certified construction suppliers pursuant to Act
No. 134/2016 Coll.

= Accredited inspection body No. 4035
= Authorized metrology centre for the verification of specified gauges (official assighed number K 123)
= Operator of the Technical Standardization Association for Rubber and Plastics Industry (SGP - Standard)

= Technical Standardization Centre authorized by the Czech Office for Standards, Metrology and Testing (UNMZ)
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= Based on a decision of the Ministry of Justice ref. No. MSP-44/2015-0JSZN/22 dated 18 January 2017, ITC is registered
in the second section of the list of institutes qualified for expert activities in electronics, with the authorization covering

expert assessments of technical gaming facilities and systems necessary to run gambling as regards hardware and software

= 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 indu-
stry, chemistry, leather and fur, packaging, environmental protection, food industry, services, sport, construction, enginee-

ring, various technical fields, textiles, art crafts, water management, health care and agriculture

= Authorization by the Ministry of Finance - Based on a decision of the Ministry of Finance ref. no. MF- 44497/2016/3403-19
of 3 July 2017 the MF authorized ITC to conduct expert assessment and certification of gambling games under Section

3(2) (a)-(e) of Act 186/2016 Coll., online games and devices used to operate these gambling games

= Authorization by the Ministry of Finance - Based on a decision of the Ministry of Finance ref. No. MF-24044/2016/3403-2
dated 30 June 2016 (with effect from 1 July 2016), the MF authorized ITC (hereinafter referred to as the ,Authorized Body")

in accordance with Act No. 202/1990 Coll., on lotteries and other similar games (hereinafter referred to as the Act):

= to professionally assess and certify the operability of the technical devices and systems for the operation of lotteries
and other similar games (hereinafter referred to as the ,TD“) and games operated through them and gaming machines

(hereinafter referred to as the ,GM") and games operated through GMs under section 1 (2) of the Act, and
= to carry out inspections of compliance with the conditions set out in the TD operability certificates under section 46 of the Act.
= OPEL/GM recommendation as a testing laboratory for automotive components
= Authorization by the Civil Aviation Authority L-3-061/5 in accordance with section 17 of Act No. 49/1997 Coll. (Civil Avi-
ation Act) according to the Procedure CAA-TI-012-4/99 for demonstrative and verification tests of electrical and electronic
aircraft components and devices
= Organization approved for testing of military aviation equipment in the scope of assessment and verification of conformity
of properties of military aviation products with the requirements set by technical standards - Certificate No. MAA 009
pursuant to Section 35n of Act No. 219/1999 Coll.,, on the Armed Forces of the Czech Republic, as amended of Act No.

147/2010 Coll.

= Regitration of Accredited Testing Laboratory No. 1004 at certification company DVGW cert GmbH, for tests in field of
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= Authorization of Accredited Testing Laboratory No. 1004 at State Health Institute under Act 258/2000 Coll.
for authorisation set 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"

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

= Cooperation with the Alliance of Construction Testing Laboratories (www.szv.cz) in awarding the ,,Proven for Construction” mark.
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OVERVIEW OF MEMBERSHIP IN ASSOCIATIONS

ITC is actively engaged in various technical activities in the Czech Republic, which is demonstrated by its membership in the

following 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
= SCZL - Association of Czech Testing Institutes and Laboratories, Zlin

the above associations form the association Eurolab-CZ, which has been a full-fledged member of EUROLAB

since 1 May 2004 (www.eurolab.org)

== SdruZeni pro hracku a hru (Toy and Game Association), Prague

= Regional Chamber of Commerce of the Zlin Region, Zlin

= CQS z.s., Prague, member of the international IQNET association

= COKA - Czech Footwear and Leather Association based in Zlin

— EURACHEM CR, Rez u Prahy

= SCOV - Sdruzeni certifikacnich organt pro certifikaci vyrobk( (Association of Product Certification Bodies), Dobra

= Road Contractors Association, Prague

= Ceska spole¢nost priimyslové chemie (Czech Society for Industrial Chemistry), Gumarenska skupina (Rubber Industry Group) Zlin
= CKS - Ceské kalibra¢ni sdruzeni (Czech Calibration Association), Brno

= SGP STANDARD - Sdruzeni technické normalizace gumarenského a plastikarského priimyslu (Association for Technical

Standardization in Rubber and Plastic Industry)
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= Svaz priimyslu a dopravy CR (Confederation of Industry of the Czech Republic), Prague

= Svaz podnikatelti ve stavebnictvi v CR (Association of Building Entrepreneurs of the Czech Republic), Prague

— Ceskoslovenska spole¢nost pro sluneéni energii (Czech Association for Solar Energy), Prague

= AUTOSAP - SdruZeni automobilového priimyslu (Association of the Automotive Industry), Prague
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COMPANY'’S ORGANIZATIONAL CHART

0 he Company pursues its activities in a divisional organizational structure. The diagram below shows the organizational
chart as at 31 December 2017.
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ESONS HOLDING KEY POSITIONS IN THE COMPANY

Ghe members of the Board of Directors and the Supervisory Board did not change in 2017.

BOARD OF DIRECTORS
POSITION HELD BY
Chairman of the Board of Directors Ing. Jifi Hes
Vice Chairman of the Board of Directors RNDr. Radomir Cevelik
Member of the Board of Directors MgA. Pavlina Ulehla Seni¢
SUPERVISORY BOARD
POSITION HELD BY
Chairman of the Supervisory Board Mgr. Jifi Hes Head of the ITC Division
Member of the Supervisory Board Ing. Petr Karlik Head of a ITC centre, a company employees' representative
Member of the Supervisory Board Magdalena Cevelikova Entrepreneur

COMMISSION FOR THE ASSURANCE OF IMPARTIALITY

To ensure credibility and impartiality in activities related to conformity assessment, product and management system

certification, ITC has established by the Commission for the Assurance of Impartiality which had the following members

as at 31 December 2017:
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POSITION HELD BY

Chairman of the Commission RNDr. Anna Christianova, CSc.  Institute for testing and certification, Inc. Zlin
- specialist in the environment, ecodesign and
National Qualification Systems

Vice Chairman of the Commission  Ing. Jaroslav Toufar Plastics Cluster
Member of the Commission MUDr. Milena Dostalkova Association of General Practitioners of the Zlin Region
Member of the Commission Ing. Jan Vesely Czech Trade Inspection Authority, Inspector of the Techni-

cal Inspection Department of the 2nd Inspectorate of the
Czech Trade Inspection Authority Central Bohemia and
the Capital City of Prague

Member of the Commission Ing. Petr Houdek Academic bodies (nominated by Pilsen University)
- management systems + IT, ITSM and information
security, risk management

Member of the Commission Ing. Milan Basa Customer sector (nominated by FEP, a.s.) - production
field, plastic industry, wood processing industry

Member of the Commission RNDr. Vlastislav Trnka Customer sector (nominated by GESQS, spol. s r.0.)

Secretary of the Commission Ing. Milan Kovar Institute for testing and certification, Inc. Zlin

In 2017 the average full-time equivalent number of employees was 183,61.

185,00 Average full-time equivalent number of employees in the current year
175,00
185,00 161,35 161,74
155,00
145,00
135,00

125,00

115,00
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
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COMPANY’S QUALITY POLICY

0TC Quality Policy as adopted by the Company’s Board of Directors with effect since 1 September 2015 remains

valid without any changes in 2017:

The basic principle of the activities of Institut pro testovani a certifikaci, a. s. Zlin (hereinafter referred to as ITC) 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, through a highly professional, quick, perfect and complex output. The satisfaction of the customer’s needs

and expectations is 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.

ORIENTATION ON CUSTOMER:

= Customer satisfaction is a priority for ITC.
= 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 established and met. Respecting the agreed

deadlines forms an integral part of the basic principles behind the activities of ITC.

= 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 ITC 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.

= As part of their employment, all employees must do whatever they can for the customer and must not jeopardise its

confidentiality, objectivity and impartiality.
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= Every delivery of a product should generate recommendations for further business at the destination.

= When executing our contracts, we meet the obligation of objectivity and impartiality, which is understood as one of the

most important aspects securing trust in the activities carried out by ITC.

STAFF FOCUS:

= The managers and ITC as a whole shall create suitable conditions for the stability of a 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 reputation of ITC
as a homogeneous cluster of top-class professionals, who know what the customer needs, wants or might want, and how

to satisfy the customer's expectations, as well as what they may fairly require for their work.

= The management of ITC strengthens good and long-term relationships with employees, thus contributing to the trust of
employees towards the company. Loyalty, personal activity and interest in enhancing professional qualifications are a major

contribution of the employees to further development of ITC.

SUPPLIER FOCUS:

= |TC 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.

SUSTAINABLE BUSINESS FOCUS:

= Social responsibility:

= |TC is aware of the responsibility for the impact of its activities on society.

= |TC is organized and operated so as to safeguard ethical behaviour, independence, objectivity and impartiality of its

activities in all circumstances.

= Process management:

= |TC 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 quality im-

provement of products and all activities forms an integral part of the corporate culture. The organization and method of
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= The principles of the management system allow for openness in ITC decisions and activities. They are a means of transpa-

rently meeting the expectations of stakeholders (workers, shareholders, customers, public authorities and the general public).
= Security of information:

= The principles of information security management in ITC determine the information security framework and set out

clearly formulated principles that are applied in ITC.

= |TC personnel are aware of their main responsibilities and duties in working with information and ICT.

= Environment:

== |TC requires all its employees to ensure environmentally responsible behaviour.

= |TC pays attention to environmentally responsible behaviour and to efficient energy use.

= |n all operations of ITC, we behave in such a way as to prevent any leakage of harmful emissions, minimize waste

generation, thus limiting potential hazard to nature.
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COMPANY'’S BALANCE SHEET - COMMENTS

Q s at 31 December 2017, the total balance sheet sum of assets and liabilities was CZK 167.2 million. The total assets incre-
ased by CZK 4.1 million. The growth results mainly from the increase in short-term assets by CZK 3.6 million - financial assets
(+ CZK 4.7 million), receivables (+ CZK 1.0 million) - with a decrease in inventory - production in progress (- CZK 2.1 million), fixed
assets increased by CZK 0.3 million which is associated with the Company's lower investment activities in 2017. Further growth

in fixed assets is expected in 2018 in connection with the reconstruction of the Company's building acquired in 2016.

The Company'’s equity increased by CZK 15.8 million on a year-on-year basis, mainly due to its profit in 2017 (absolute increase in

profit after taxes by CZK 10.4 million) and higher retained earnings from previous years (change compared to 2016 + CZK 5.4 million).

External liabilities decreased by CZK 11.4 million due to a decrease in liabilities from bank loans by CZK 4.6 million compared

to the previous year and the use of a non-tax provision created as of 31 December 2016.

31.12.2013 31.12.2014 31.12.2015 31.12.2016 31.12.2017
TOTALASSETS 78 356 242 82 625 485 100763 891 163053917 167 167 842
Subscription receivables 0 0 0 0 0
Fixed assets 30981051 34 274 602 30470104 91 636 248 91868 191
(devices, buildings etc.)
Current assets (money, receivables) 44 287 947 44 208 249 66 057 625 67 039 790 70 672 232
Sundry assets - temp. accounts of assets 3087 244 4142 634 4236161 4377 879 4627 418
TOTAL LIABILITIES 78356 242 82 625485 100 765 242 163053917 167 167 842
Owner’s equity (registered capital, funds) 42 424 219 44 858 926 47 655 660 53137 674 68940170
Not-own capital 33800 308 35210871 50760 398 107 148 992 95693976
(payables, advance payments received
Sundry liabilities 2131715 2555 687 2349 184 2767 251 2533696
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As external liabilities continue to constitute a major part of the Company'’s total liabilities, their development is illustrated in

the chart below for comparison.
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The chart shows, in particular, that the external liabilities consist of short-term trade liabilities (invoices, leasing, advance
payments for contract solutions), bank loans (decrease compared to 31 December 2017 - see the comments in the previous

paragraph). As at 31 December 2017, the bank loans totalled CZK 47.6 million.

so0% External LIABILITIES / Total LIABILITIES
61,0%
56,0%

51,0%

46,0%

41,0%
31.12.2013 31.12.2014 31.12.2015 31.12.2016 31.12.2017

The above chart demonstrates the year-on-year decrease in the ratio (liabilities v. total liabilities) - repayment of bank loans.

WWW.ITCZLIN.CZ @




ITG
ANNUAL

REPORT
2017

C?MPANY’S ECONOMIC RESULTS - COMMENTS

0 he Company’s economic result for 2017 reached CZK 17.5 million after taxes with the sales revenues amounting to CZK
238.6 million. This is the highest profit in the Company's history. Part of this result can be attributed to the incomplete utilization

of the provision (CZK 3.4 million) created in 2015 for repairs of a property which was then eventually actually purchased in 2016.

Profit and Loss Account (CZK) 2013 2014 2015 2016 2017
I. Revenues from sold goods 1157 1400 308 600 0 0
A. Costs on sold goods 0 -1383 -240 000 0 0
II. Performance 208 650 848 195226 327 214232755 244191762 238 675 303
B. Production consumption -82 673 610 -74 036 492 -81254 621 -90 141 958 -77 220 953
Added value 125978 395 121189 851 133046 734 157 690 289 159 534 789
C. Personal costs -105 383 706 -103 238 279 -113 798 686 -122 604 839 -130245772
D. Taxation and charges -125 663 -135013 -130 835 -149 334 -199 407
E. Depreciations of intangible and tangible assets -7 501 135 -7 785 681 -8 329 150 -9 687 413 -9 069 369
VI. Other operating revenues 716 141 1240563 419 790 431038 364 749
|. Other operating expenses -4 386 720 -4 154 843 -3312 639 -12 920 555 2205202
Economic results from financial operations -391276 -1288 095 -1528 237 -1776 633 -2530395
R. Income tax on ordinary activities -1936 628 -1 389 597 -2901174 -4 101 690 -2825504
Extraordinery economic results 0 0 0 0 0
Economic results of current year 7 161749 4810049 4171694 7030198 17 500 105
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The table above clearly implies the following:

= There was a year-on-year decrease in production (and revenues) by 2.3%.

= The production consumption dropped by 14.3% and the main portion of the drop is attributable to a decrease in external

cooperation for the resolution of gaming machine assessment related issues.
= The Company’s added value grew by 1.2 % compared to 2017, reaching the amount of CZK 159.5 million.

= Personnel costs constitute an important cost item; their sum increased by 6.2 % on a year-on-year basis. This growth results
from the increased average number of employees (by 4.2 % in full-time equivalent) and from the employee remuneration
method - the personal bonus of up to 23 % paid when the objectives were met. The average scale wage increased year on year
(2016/2017) by 7.9 %; the average wage paid out (including extra payments, bonuses and personal rewards) increased by 3.0 %. Extra

payments, bonuses and personal rewards (variable wage components) accounted for 42 % of the scale wage in 2017.

= The increase in wages described in the previous paragraph resulted from the company management policy as well as exter-
nal influences - pressures on increases in wages in the private sector in the Czech Republic is caused by the public econo-
mic expectations (very good growth of the economy in 2016 and 2017) as well as the policy of the Czech Government that
led to a drastic increase in state administration in 2017 (prior to the elections in 2018). And these were also the reasons why
labour productivity (expressed as CZK revenues / CZK wages) decreased by 7.3 % to 2.49, with the average annual sales

revenue per employee amounting to CZK 1,299 thousand (decrease compared to 2016).

The following table provides an overview of the Company’s key accounts in terms of the type of contract: The revenues of
the Company's expert institute reached CZK 405 thousand in 2017 and we are expecting a significant increase in 2018.

Invoicing (whole year)

Public sources, grants 2053855 1735128 1607 738 1579191 -1,78%
Gambling assessment 21984514 24439 833 31852995 14 440836 -54,66%
Production AO224/NB1023 in the regulated area 22979023 20 388 549 19 258 785 24759 069 28,56%
Supervision AO224/NB1023 in the regulated area 22358 740 26 856 970 26518791 26712796 0,73%
Product certification COV 3020 + ITC 4476295 3408 434 3637503 4373 363 20,23%
Supervision COV + ITC 536 940 726 334 552722 579732 4,89%
Management system certification 7 661 655 8379 456 7 648 666 6 649 697 -13,06%
Management system certification supervision 5215554 4979 199 5991576 6217 147 3,76%
Production in accredited laboratory 90439 449 101 936 146 128 659 081 139 006 400 8,04%
Information, SGP, standardization 2021236 1888706 1602 601 1784460 11,35%
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Metrology 9823059 12107 014 10443 339 9851484 -5,67%
Training, education 333500 307 608 862330 532435 -38,26%
Environmental services 278 750 298 550 243 250 240950 -0,95%
Technical inspection 6142483 4691730 3036068 39 600 -98,70%
Other -795778 -531 513 2284425 1908 143 -16,47%

195509304 211609 142 244199868 238 675 302

MAJOR CLIENTS

0 he following table provides an overview of the Company’s key accounts in terms of sales volume in 2017:

AVON AUTOMOTIVE a.s. Rudnik Testing, Calibration, Automotive
SYNOTTIP a.s. Uherské Hradisté Assessment of Gambling Games
TESCOMA s.r.0. Zlin Testing, Household
HANWHA ADVANCED MATERIALS EUROPE s r.o. Frydek-Mistek Testing, Automotive
CONTINENTAL AUTOMOTIVE CZECH REPUBLIC s.r.o. Ji¢in Testing, Calibration, Automotive
MGI COUTIER UK Ltd. Sutton Coldfield (UK) Testing, Automotive
AVON AUTOMOTIVE PORTUGAL Lda. Tondela (Portugal) Testing, Automotive
KASKO spol. s r.o. Horni Némci Assessment of Gambling Games
ITC ASIA Co. Ltd. Soul (Korea) CE Conformity assessment QMS certification
VARROC LIGHTING SYSTEMS s r.o. Senov u Nového Ji¢ina Testing, Automotive
ZENITH QUALITY ASSESSORS Pvt. Ltd. India CE Conformity assessment QMS certification
IMS - DRASNAR s.r.0. Ceska Trebova Testing, Automotive

UNITED MEDICAL INDUSTRIES Co. Ltd. (UNIMED) Rivadh (Saudi Arabia) CE Conformity assessment QMS certification

In 2017, the average value of a contract invoiced was CZK 26,260 - a total of 9 089 contracts (in 2016, the average value of

a contract was CZK 23,445 with 10 416 contracts).
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COMPANY'’S EXPORTS - COMMENTS

0 he following charts indicate the percentage share of exports in the Company’s total sales in the relevant period and

the total export volumes, respectively.
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AUDITOR’S REPORT

INDEPENDENT AUDITOR'S REPORT
Auditor’s Report for the shareholder and the management of the accounting unit
Institute for testing and certification, Inc.
Zlin, t¥. T. Bati 299, 763 02, IC (Company Identification Number): 479 10 381

Vyrok auditora

Provedli jsme audit priloZzené ucetni zavérky spolecnosti Institut pro testovani a certifikaci, a.s. (dale také ,Spole¢nost®)
sestavené na zakladé ¢eskych Ucetnich predpisu, ktera se sklada z rozvahy k 31. prosinci 2017, vykazu zisku a ztraty, prehledu
o zménach vlastniho kapitalu a prehledu o penéznich tocich za rok koncici 31. prosincem 2017 a pfilohy k Gcetni zavérce, ktera
obsahuje popis pouzitych podstatnych téetnich metod a dalsi vysvétlujici informace. Udaje o Spole¢nosti jsou uvedeny v bodé

1 prilohy k této ucetni zavérce.

Podle naseho nazoru prilozena Ucetni zavérka podava vérny a poctivy obraz aktiv a pasiv Spolec¢nosti k 31. prosinci 2017 a naklad

a vynosl a vysledku jejiho hospodareni a penéznich tok za rok koncici 31. prosincem 2017 v souladu s ¢eskymi Ucetnimi predpisy.

Zaklad pro vyrok

Audit jsme provedli v souladu se zakonem o auditorech a standardy Komory auditorti Ceské republiky pro audit, kterymi
jsou mezinarodni standardy pro audit (JSA), pripadné doplnéné a upravené souvisejicimi aplikacnimi dolozkami. Nase odpovédnost
stanovena témito predpisy je podrobnéji popsana v oddilu Odpovédnost auditora za audit Ucetni zavérky. Vsouladu se
zékonem o auditorech a Etickym kodexem pfijatym Komorou auditorti Ceské republiky jsme na Spole¢nosti nezavisli a splnili
jsme i dalsi etické povinnosti vyplyvajici z uvedenych predpisti . Domnivame se, ze dikazni informace, které jsme shromazdili,

poskytuji dostatecny a vhodny zaklad pro vyjadreni naseho vyroku.

Ostatni informace
Ostatnimi informacemi jsou v souladu s § 2 pism. b) zdkona o auditorech informace uvedené ve vyrocni zpravé mimo ucetni

zavérku a nasi zpravu auditora. Za ostatni informace odpovida statutarni organ Spolec¢nosti.
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Nas vyrok k Gcetni zavérce se k ostatnim informacim nevztahuje. Presto je vSak soucasti nasich povinnosti souvisejicich s auditem
Ucetni zavérky seznameni se s ostatnimi informacemi a posouzeni, zda ostatni informace nejsou ve vyznamném (materialnim) ne-
souladu s Ucetni zavérkou ¢i s nasimi znalostmi o Ucetni jednotce ziskanymi béhem auditu Gcetni zavérky nebo zda se jinak tyto
informace nejevijako vyznamné (materialné) nespravné. Také posuzujeme, zda ostatni informace byly ve vsech vyznamnych (mate-
ridlnich) ohledech vypracovany v souladu s pfislusnymi pravnimi predpisy. Timto posouzenim se rozumi, zda ostatni informace spl-
nuji pozadavky pravnich predpist na formalni naleZitosti a postup vypracovani ostatnich informaci v kontextu vyznamnosti (mate-

riality), tj. zda pripadné nedodrZeni uvedenych poZadavku by bylo zpUsobilé ovlivnit isudek ¢inény na zakladé ostatnich informaci.

Na zakladé provedenych postupt, do miry, jiz dokdaZeme posoudit, uvadime, Ze:
= ostatni informace, které popisuji skutecnosti, jeZ jsou téz predmétem zobrazeni v Ucetni zavérce, jsou ve vsech vyznamnych
(materialnich) ohledech v souladu s Gcetni zavérkou

= ostatni informace byly vypracovany v souladu s pravnimi predpisy

Dale jsme povinni uvést, zda na zakladé poznatkd a povédomi o Spole¢nosti, k nimZ jsme dospéli pfi provadéni auditu, ostatni
informace neobsahuji vyznamné (materialni) vécné nespravnosti. V ramci uvedenych postupt jsme v obdrZzenych ostatnich

informacich zadné vyznamné (materialni) vécné nespravnosti nezjistili.

Odpovédnost statutarniho organu Spolecnosti za Gicetni zavérku
Statutarni orgdn Spole¢nosti odpovida za sestaveni Ucetni zavérky podavajici vérny a poctivy obraz v souladu s ¢eskymi
Ucetnimi predpisy a za takovy vnitfni kontrolni systém, ktery povaZuje za nezbytny pro sestaveni Ucetni zavérky tak, aby

neobsahovala vyznamné (materialni) nespravnosti zplisobené podvodem nebo chybou.

Pri sestavovani Ucetni zavérky je statutarni orgdn Spolecnosti povinen posoudit, zda je Spolecnost schopna nepretrzité trvat,
a pokud je to relevantni, popsat v pfiloze k Gcetni zavérce zaleZitosti tykajici se jejiho nepretrzitého trvani a pouZiti predpokladu
nepretrzitého trvani pfi sestaveni Gcetni zavérky, s vyjimkou pfipadu, kdy statutarni organ planuje zruseni Spole¢nosti nebo

ukonceni jeji ¢innosti, resp. kdy nema jinou redlnou moznost, nez tak ucinit.

Odpovédnost auditora za audit Gcetni zavérky

Nasim cilem je ziskat pfiméfenou jistotu, Ze Ucetni zavérky jako celek neobsahuje vyznamnou (materidlni) nespravnost
zplsobenou podvodem nebo chybou a vydat zpravu auditora obsahujici nas vyrok. Primérena mira jistoty je velkd mira
jistoty, nicméné neni zarukou, Ze audit provedeny v souladu s vyse uvedenymi predpisy ve vSech pripadech v Ucetni zavérce
odhali pfipadnou existujici vyznamnou (materialni) nespravnost. Nespravnosti mohou vznikat v disledku podvod( nebo chyb

a povazuji se za vyznamné (materialni), pokud lIze redlné predpokladat, Ze by jednotlivé nebo v souhrnu mohly ovlivnit
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Pri provadéni auditu v souladu s vySe uvedenymi predpisy je nasi povinnosti uplatfiovat béhem celého auditu odborny Usudek

a zachovavat profesni skepticismus. Dale je nasi povinnosti:

= |dentifikovat a vyhodnotit rizika vyznamné (materidlni) nespravnosti Gcéetni zavérky zplsobené podvodem nebo chybou,
navrhnout a provést auditorské postupy reagujici na tato rizika a ziskat dostatecné a vhodné dlkazni informace, abychom
na jejich zakladé mohli vyjadrit vyrok. Riziko, Ze neodhalime vyznamnou (materialni) nespravnost, k niz doslo v dasledku
podvodu, je vétsi, neZ riziko neodhaleni vyznamné (materialni) nespravnosti zplsobené chybou, protoZe soucasti podvodu
mohou byt tajné dohody, falSovani, mysina opomenuti, nepravdiva prohlaseni nebo obchazeni vnitfnich kontrol.

= Seznamit se s vnitfnim kontrolnim systémem Spolecnosti relevantnim pro audit v takovém rozsahu, abychom mohli
navrhnout auditorské postupy vhodné s ohledem na dané okolnosti, nikoli abychom mohli vyjadfit nazor na ucinnost jejiho
vnitiniho kontrolniho systému.

= Posoudit vhodnost pouzitych Ucetnich pravidel, pfimérenost provedenych Gcetnich odhadd a informace, které v této
souvislosti statutarni organ Spolecnosti uvedl v priloze k Gcetni zavérce.

= Posoudit vhodnost pouziti prfedpokladu nepretrzitého trvani pfi sestaveni Ucetni zavérky statutarnim orgdnem a to, zda
s ohledem na shromazdéné dikazni informace existuje vyznamna (materialni) nejistota vyplyvajici z udalosti nebo podminek,
které mohou vyznamné zpochybnit schopnost Spolecnosti nepretrzité trvat. Jestlize dojdeme k zavéru, ze takova vyznamna
(materialni) nejistota existuje, je nasi povinnosti upozornit v nasi zpravé na informace uvedené v této souvislosti v pfiloze
k ucetni zavérce, a pokud tyto informace nejsou dostatecné, vyjadrit modifikovany vyrok. Nase zavéry tykajici se schopnosti
Spolecnosti nepretrzité trvat vychazeji z diikaznich informaci, které jsme ziskali do data nasi zpravy. Nicméné budouci
udalosti nebo podminky mohou vést k tomu, Ze Spolecnost ztrati schopnost nepretrzité trvat.

= Vyhodnotit celkovou prezentaci, ¢lenéni a obsah Ucetni zavérky, vcetné prilohy , a dale to, zda Ucetni zavérka zobrazuje

podkladové transakce a udalosti zplisobem, ktery vede k vérnému obrazu.

Nasi povinnosti je informovat osoby povérené spravou a fizenim mimo jiné o planovaném rozsahu a nacasovani auditu a o vy-

znamnych zjisténich, ktera jsme v jeho priibéhu ucinili, véetné zjisténych vyznamnych nedostatkt ve vnitfnim kontrolnim systému.

Statutarni auditor odpovédny za zakazku
Ing. Alois Berka je statutarnim auditorem odpovédnym za audit Ucetni zavérky spolecnosti Institut pro testovani a certifikaci, a.s.

k 31. prosinci 2017, na jehoz zakladé byla zpracovana tato zprava nezavislého auditora.

Datum vydani zpravy: Ve Zliné dne 4. ¢ervna 2018

Alois BERKA s. r. o. /
auditorski a dotovd kanceld?

tF. T. Bati 640, 760 01 ZLIN g
DIC: CEE0T01331 -2 /

[ v
odpovédny auditor Ing. Bep'é\ Alois, osvédceni KA CR ¢ 0249 za auditovanou ucetni jednotku
auditorska firma: Alois Berka s.r.o., osvédéeni KA CR ¢. 108

Priloha: auditovana rozvaha, auditovany vykaz zisku a ztraty, auditovana priloha
k Gcetni zavérce, auditovany vykaz Pehled penéznich tokd a zmén vlastniho kapitalu WWW.'TCZL' N.CZ
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FOREIGN BRANCH OF
INSTITUTE FOR TESTING AND CERTIFICATION, Inc. - EXTRACT
FROM THE COMMERCIAL REGISTER IN THE SLOVAK REPUBLIC

Obchodné meno organizacnej zlozky:

Sidlo organizacnej zlozky:

ICO:
Den zapisu:
Pravna forma:

Predmet cinnosti:

Vedici organizacnej zlozky:

Konanie menom spolo¢nosti:

Zriadovatel:

Iné dalSie pravne skutocnosti:

Institut pro testovani a certifikaci, a.s., organiza¢na zlozka podniku zahrani¢nej osoby

(od: 30. 01. 2007)

Mlynské Nivy 54, Bratislava 821 05

(od: 30. 01. 2007)

36731307

(od: 30. 01. 2007)

30.01. 2007

(od: 30. 01. 2007)

akciova spolocnost, podnik zahranicnej osoby (organizacna zlozka podniku zahrani¢nej osoby)

(od: 30. 01. 2007)

podnikatelské poradenstvo v rozsahu volnej Zivnosti

(od: 30. 01. 2007)

prendjom nehnutelnosti spojeny s poskytovanim doplnkovych sluZieb a obstaravacimi
sluzbami spojenymi s prenajmom v rozsahu volnej Zivnosti

(od: 30. 01. 2007)

kupa tovaru na Ucely jeho predaja kone¢nému spotrebitelovi (maloobchod)

(od: 30. 01. 2007)

kipa tovaru na tcely jeho predaja inym prevadzkovatelom Zivnosti (velkoobchod)

(od: 30. 01. 2007)

prendjom hnutelnych veci v rozsahu volnej Zivnosti

(od: 30. 01. 2007)

automatizované spracovanie dat

(od: 30. 01. 2007)

sprava pocitacovych sieti

(od: 30. 01. 2007)

¢innosti suvisiace s notifikovanou osobou €. 1023 Eurdpskej Gnie

(od: 31. 05. 2007)

posudzovanie a certifikacia systémov manazerstva

(od: 31. 05. 2007)

¢innost skusobnych laboratorii v rozsahu volnej Zivnosti

(od: 31. 05. 2007)

certifikacia vyrobkov v rozsahu volnej Zivnosti

(od: 31. 05. 2007)

nestranna kontrola zistenia stavu urcitej veci, alebo overenie vysledku urcitej cinnosti
a vydanie kontrolného osvedcenia

(od: 31. 05.2007)

Ing. Jifi Hes$, Lounovice 231, Mukarov 251 62, Ceska republika

(od: 30. 01. 2007)

vo veciach organiza¢nej zlozky zastupuje a za riu podpisuje veduci organizac¢nej zlozky
samostatne a to tak, Ze k napisanému alebo vytla¢enému obchodnému menu organizacnej
zlozky pripoji svoj vlastnorucny podpis

(od: 30. 01. 2007)

Institut pro testovani a certifikaci, as., ICO: 47 910 381, tiida Tomase Bati 299, Louky, 763 02 Zlin

(od: 30. 01. 2007)

Organiza¢na zlozka podniku zahrani¢nej osoby bola zriadena na zaklade rozhodnutia

zriadovatela zo diia 21. 12. 2006 podla §§ 21 a nasl. Obchodného zakonnika €. 513/1991 Zb.

v zneni neskorsich predpisov. Rozhodnutie zriadovatela zo dia 29.3.2007.

(od: 30. 01. 2007)
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COMPANY’S BALANCE SHEET

CZK 31.12.2015 31.12.2016 31. 12,2017
TOTAL ASSETS 100 763 891 163 053 917 167 167 842
Receivables from subscribed capital 0 0 0
Fixed assets 30470 104 91 636 248 91868 191
Intangible assets 204 616 170 397 112 808
Tangible fixed assets 30 265 488 91 465 851 91 755 383
Long-term investment 0 0 0
Current assets (line 31 + 38 + 48 + 58) 66 057 625 67 039 790 70 672 232
Inventories 6188 035 8901 186 6754 813
Long-term receivables 705 703 517 361 514 048
Short-term receivables 19 257 554 28 184 544 29 224739
Short-term financials assets 39 906 334 29436 700 34 178 632
Accruals 4236161 4 377 879 4 627 418

31.12. 2015 31.12. 2016 31. 12.,2017
TOTAL LIABILITIES 100 763 891 163 053 917 167 167 842
Equity 47 655 660 53137 674 68 940 170
Register capital 5455 000 5455000 5455 000
Capital funds 10 847 208 10 847 208 10 847 208
Reserve funds and other reserves 1160370 1162185 1064 574
Retained earnings 26 021 388 28 643 083 34 073 282
Profit / lost - current year 4171 694 7 030 198 17 500 105
Libilities 50759 047 107 148 992 95693 976
Reserves 7130798 16 713 675 11114131
Long-term liabilities 2 959 805 41 932 307 37 288 104
Short-term liabilities 40 668 444 48 503 010 47 291741
Bank loans and overdrafts 0 0 0
Accruals 2349 184 2767 251 2533696
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