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LETTER FROM THE MANAGEMENT BOARD

Warsaw, May 10th 2018
Dear Shareholders and Investors!

You are invited to read the quarterly report of 11 bit studi
entirely on the preparations for the launch of  Frostpunk on April 24th 2018. Within hours after its release, Frostpunk &

expected to be the next milestone in the history of our development 0 proved to deliver on the promises it held. Our

production has been receiving very good reviews from the industry media and from users alike. The average Metascore

at Metacritic is now 85. Gamers, on the other hand, rate the game 8.6/10. It means that  Frostpunk is one of the best

games to hit the market this year. Great reviews have boosted sales. Only 15 minutes after distribution started, our

production became the number one globalbe st sel |l er on St eam, the worl ddés | argest
Within 66 hours of its launch, fans purchased over 250,000 copies of Frostpunk, meaning that 11 bit studios S.A.

surpassed the break-even point for the project. This success would n ot have been possible without the huge
commitment of the entire team of 11 bit studios S.A., and we would like to thank them very much here.

Furthermore, we had a lot of interesting developments in the publishing department, which intends to release two
games this year. Moonlighter will be the first to make its debut on May 29th 2018. The launch of  Children of Morta is
scheduled for the second half of the year. The productions, both of which have aroused a lot of interest in the media
and among gamers, will be released for PCs, PS4 and Xbox One.Moonlighter will also be released in a version for
Nintendo Switch consoles.

In Q1 2018, the Company also continued the development of a game known under the working title  Project 8, being now
in the phase of an advanced prototype. Furthermore, 11 bit studios S.A. tested ideas for new productions, which is the
responsibility of the in -house R&D department, established a few months ago.

In the first three months of 2018, the Company reported PLN 2.24m in sales and PLN 0.98m in net loss. Both statement

of profit or loss items were weaker than in the same period of 2017, which was mainly due to lower activity in

maintaining the monetisation of This War of Mine and, as mentioned in the introduction, the focus of the entire 11 bit

studios S.A. team on the preparations for launch of Frostpunk. To note, the upcoming launch of Frostpunk and the

resulting expenditure did not lead to any increasei n t he Companyds operating expenses.
stood below PLN 3.19m vs. PLN 2.56m the year before. Rather than resulting from the ongoing activities, the difference

was due to a donation (of PLN 0.65m) to the War Child Foundation, whic h helps child victims of war. 11 bit studios S.A.

has supported the War Child Foundation for several years by transferring part of its revenue from the sale of = This War

of Mine to its accounts. The net loss incurred in Q1 2018 was of no significancetothe Company ds financi al ¢
at the end of March, total cash exceeded PLN 29.2m.

The success of the launch of Frostpunk and the announced further business activities relating to the game, the
upcoming launches of Moonlighter and Children of Morta , al ong with the expected continued solid sales of This War of
Mine make us believe that the next quarters will be much more successful in money terms than the first three months

of the year, and as a result, the entire 2018 will be a record -breaking year in t he history of 11 bit studios S.A.

Thank you once again for the trust you have placed in us. We kindly invite you to read our report.

On behalf of the Management Board,

/ / // ~— i

/
/
Grzegorz Miechowski Przemysgaw MaiMichag Drozdo\
President of the Member of the Member of the
Management Board Management Board Management Board
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1. SELECTED FINANCIAL DATA

The selected financial data included in the tables below was converted into the euro at the following rates:

Assets, equity and liabilities in the statement of financial position

Bank of Poland on the last day of the reporting period:

1 Exchange rate as at March 31st 2018
1 Exchange rate as at December 31st 2017

Iltems of the statement of profit or loss and statement o cash flows

- PLN 4.2085
- PLN 4.1709

d at the mid exchange rate quoted by the National

0 at the mid exchange rate calculated as the
arithmetic mean of the exchange rates quoted by the National Bank of Poland on the last day of the month in a given

period.
1 Exchange rate for Q1 2018 - PLN 4.1784
1 Exchange rate for Q1 2017 - PLN 4.2891
1.1. STATEMENT OF FINANCIAPOSITION
Mar 31 2018 Dec 31 2017 Mar 31 2018 Dec 31 2017
(PLN)| (pLN) (audited) (EUR) (EUR)
(unaudited) (unaudited) (audited)
Total assets 46,847,780 48,649,817 11,131,705 11,664,105
Non-current assets 18,326,786 17,173,693 4,354,707 4,117,503
Intangible assets 14,310,805 13,067,498 3,400,453 3,133,016
Current assets 28,520,994 31,476,124 6,776,997 7,546,602
Other financial assets 3,071,819 3,053,534 729,908 732,104
Cash 26,157,521 28,176,332 6,215,402 6,755,456
Total equity and liabilities 46,847,780 48,649,817 11,131,705 11,664,105
Equity 45,244,089 46,222,796 10,750,645 11,082,211
Liabilities and provisions 1,603,690 2,427,021 381,060 581,894

1.2. STATEMENT OF PROFIT R LOSS

Period ended

Period ended

Period ended

Period ended

Mar 31 2018 Mar 31 2017 Mar 31 2018 Mar 31 2017
(PLN) (PLN) (EUR) (EUR)

(unaudited) (unaudited) (unaudited) (unaudited)
Revenue 2,244,586 2,871,844 533,346 669,568
Depreciation and amortisation 401,931 485,584 95,505 113,213
Operating profit (797,313) 465,100 (189,453) 108,438
EBITDA (395,382) 950,684 (93,948) 221,651
Profit (loss) before tax (915,617) (760,378) (217,564) (177,282)
Net profit (loss) (978,706) (955,455) (232,555) (222 764)

1.3. STATEMENT OF CASH FL®'S

Period ended

Period ended

Period ended

Period ended

¥ studios

Mar 31 2018 Mar 31 2017 Mar 31 2018 Mar 31 2017
(PLN) (PLN) (EUR) (EUR)
(unaudited) (unaudited) (unaudited) (unaudited)
Net cash from operating activities (412,061) 1,280,459 (97,912) 298,538
Net cash from investing activities (1,606,751) (1,807,128) (381,787) (421,330)
Net cash from financing activities 0 606,268 0 141,351
Total net cash flows (2,018,812) 79,599 (479,699) 18,558
= = bk 4
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2.

OVERVIEW

11
Pa

bit studios S.wasincorporated by € noapabdegd @f) December 7th 2009 before notary public

wedg Andr zej Kani a at his Notary Office in Warsaw (Thamber

Company shares are traded in a public market.

2.1. COMPANY OVERVIEW

11 bit studios S.wasincorporated by € notapabdegd @f) December 7th 2009 before notary public
Pawedg Andr zej Kani a at his Notary Odf hotacabdeddsn ReWda606892009).(Theu mb e r
Company shares are traded in a public market.

Business name: 11 bit studios Sp-gka Akcyjna
Abbreviated name: 11 bit studios S.A.

Registered office: Warsaw, Poland

Registered address: 03-472 Warsaw, ul. Bertolta Brechta 7

Principal business activity:

in accordance with the Polish Classification of Business Activities o
computer programming activities (62.01.2)

Registry court: District Court for the Capital City of Warsaw in Warsaw, 13th
Commercial Division

National Court Register (KRS) No.: 0000350888

Tax Identification Number (NIP): 1182017282

Industry Identification Number (REGON): 142118036

The duration of the Company is perpetual.

The financial year of the Company coincides with the calendar year.

The principal business activities of the Company are:

1
1

The Company does not have any subsidiaries, associates or interests in joint ventures.

Production of cross-platform video games,
Sale of crossplatform video games.

Until April 11th 2017, 11 bit

studios S.A. was the parent of the 11 bit studios S.A. Group consisting of 11 bit studios S.A. and a subsidiary, Games

Republic Limited of Malta. On April 11th 2017, the Company announced that it had signed an agreement to sel

shares in Games Republic Limited to Lousva Trading Limited. As of that date, the 11 bit studios Group ceased to exist.
Consequently, 11 bit studios S.A. has not published any further consolidated financial statements since 2018.

2.2. COVERED PERIODS

These interim condensed financial statements of 11 bit studios S.A. present data for the reporting period from January

1st

1l
1l
1l
1l

to March 31st 2018 and contain the following comparative data:

Statement of financial position das at December 31st 2017,

Statement of profit or loss and other comprehensive income dfor the period of three months ended March 31st 2017,
Statement of changes in equity dfor the period of three months ended March 31st 2017,

Statement of cash flows &for the period of three months ended M arch 31st 2017.

2.3. COMPOSITION OF THEEOMPANYS GOVERNING BODIESSATMARCH31sT2018

Management Board

1l
1l
1l
1l

Grzegorz Miechowski & President of the Management Board
Bartosz Brzostek 0 Member of the Management Board
Pr zemysgaw dMamber bfah§g Management Board
Mi chag Dr o zddMemberkfithe Management Board

Supervisory Board

il
f
f
il

il

I n

Piotr Sulima d Chairman of the Supervisory Board

Jacek Czykiel 0 Deputy Chairman of the Supervisory Board
Agnieszka Maria Kruz &Member of the Supervisory Board
Rados gaw MadMenser of the Supervisory Board
Wojciech Ozimek dMember of the Supervisory Board

the reporting period, there were no changes in the

The term of office of the Management Board members ends o n the date of approval by the General Meeting of the

Eblt
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Companyds financi al statements for the financial year ending
Board members ends on June 9th 2019.
After the end of the reporting period, on May 9 th 2018, Bartosz Brzostek, a Member of the Management Board, resigned
from office for personal reasons.
2.4. SHAREHOLDING STRUCTWRAS AT THE ISSUE DPE OF THE QUARTERLREPORT
% of sharecapital % of total voting
Number of shares| held Number of votes rights at GM
Bartosz Brzostek 183,696 8.03 183,696 8.03
Grzegorz Miechowski 162,696 7.11 162,696 7.11
NN PTE 135,500 5.92 135,500 5.92
Przemysgaw Marszag 122,000 5.33 122,000 5.33
Mi chagdg Drozdowski 93,630 4.09 93,630 4.09
Other shareholders 1,589,677 69.50 1,589,677 69.50
Total 2,287,199 100.00 2,287,199 100.00
In the reporting period, there were no changes in the shareholding structure of 11 bit studios S.A., including changes in
the size of the management and supervisory staffds hol dings.
2.5. COMPANY SHARES HELDYEMEMBERS OF ITS MAMGEMENT AND SUPERVORY STAFF AS ATMARCH
31s72018
. % of sharecapital % of total voting
Position Number of shares| held Number of votes rights at GM
President of the
Grzegorz Miechowski Management 162,696 7.11 162,696 7.11
Board
Member of the
Bartosz Brzostek Management 183,696 8.03 183,696 8.03
Board
Member of the
Przemysgaw Mar sz gManagement 122,000 5.33 122,000 5.33
Board
Member of the
Mi chag Dr ozdows k il Management 93,630 4.09 93,630 4.09
Board
In the reporting period, the size of the managementand super vi sory staffds holdings did n
After the end of the reporting period, on May 9th 2018, Bartosz Brzostek, a Member of the Management Board, resigned
from office for personal reasons.
2.6. HEADCOUNT
As at the issue date of these financial statements, 103 persons are employed at or provide services to 11 bit studios S.A.
under employment contracts or other civil -law agreements.
2.7. FUNCTIONAL AND PRESHWMTION CURRENCY
These interim condensed financi al statements are presented i
studi os S. A. has resolved that the Polish zgoty is the funct

of an entity operat ing on international markets, the choice of the functional currency and the identification of the

currency which should be recognised as the currency used in the principal economic environment in which the entity
operates, is a subjective decision. The Com pany monitors its economic environment for any material changes that could
affect its choice of functional currency.

Eblt
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3. INTERIM CONDENSED FINANCIAL STATEMENDFS11 BIT STUDIOS S.A.

3.1. INTERIM CONDENSED STEMENT OF PROFIT OROSS AND OTHEROMPREHENSIVE INCOMPLN)
Note Period ended Period ended
Mar 31 2018 Mar 31 2017
Continuing operations
Revenue 4.3. 2,244,586 2,871,844
Other income 4.6. 144,657 153,486
Total operating income 2,389,242 3,025,330
Depreciation and amortisation (401,931) (485,584)
Raw materials and consumables used (37,440) (93,401)
Services (1,269,792) (1,272,078)
Salaries, wages and employee benefits (689,276) (531,257)
Taxes and charges (5,728) (16,034)
Other expenses 4.6. (782,387) (161,877)
Total operating expenses (3,186,555) (2,560,230)
Operating profit (797,313) 465,100
Finance income 4.4, 86,853 25,554
Finance costs 4.5. (205,157) (1,251,032)
Profit before tax (915,617) (760,378)
Income tax expense 4.7. 63,089 195,077
Net profit from  continuing operations (978,706) (955,455)
Discontinued operations 0 0
Net profit from discontinued operations 0 0
NET PROFIT (978,706) (955,455)
Earnings per share (PLN per share) from continuing operations:
Basic (0.44) (0.43)
Diluted (0.42) (0.42)
Note Period ended Period ended
Mar 31 2018 Mar 31 2017
NET PROFIT (978,706) (955,455)
Other comprehensive income 0 0
Items that may be reclassified to profit or loss:
Exchange differences on translation of foreign operations which arose in the 0 0
reported year
Total other comprehensive income, net 0 0
TOTAL COMPREHENSIVE INCOME (978,706) (955,455)

Eblt
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3.2.  INTERIM CONDENSED STEMENT OF FINANCIAPOSITION(PLN)

ASSETS
As at Mar 31 As at Dec 31
Note 2018 2017
(unaudited) (audited)
Non-current assets
Property, plant and equipment 4.8. 766,446 814,332
Intangible assets 4.9. 14,310,805 13,067,498
Deferred tax asset 26,904 89,993
Other assets 4.13. 150,813 148,336
Non-current financial assets 4.11. 3,071,819 3,053,534
Total non -current assets 18,326,786 17,173,693
Current assets
Trade and other receivables 4.10. 1,452,522 2,679,069
Income tax receivable 4.7.2. 612,810 327,123
Other current assets 4.12. 298,141 293,599
Cash and cash equivalents 4.14. 26,157,521 28,176,332
Total current assets 28,520,994 31,476,124
TOTAL ASSETS 46,847,780 48,649,817
EQUITY AND LIABILITIES
Note As at Mar 31 As at Dec 31
2018 2017
EQUITY AND LIABILITIES
Equity
Share capital 4.15. 228,720 228,720
Share premium 4,870,274 4,870,274
Statutory reserve funds 37,914,547 37,914,547
Share-based payment reserve 0 0
Retained earnings 2,230,548 3,209,255
Total equity 45,244,089 46,222,796
Non-current liabilities
Deferred income 4.19. 762,772 762,772
Deferred tax liability 0 0
Total non -current liabilities 762,772 762,772
Current liabilities
Trade and other payables 4.16. 392,112 1,197,853
Income tax liabilities 0 0
Deferred income 4.19. 448,807 466,396
Total current liabilities 840,919 1,664,249
Total liabilities 1,603,690 2,427,021
TOTAL EQUITY AND LIABILITIES 46,847,780 48,649,817
E bit 8
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3.3.  INTERIM CONDENSED STEMENT OF CHANGES IEQUITY(PLN)

Share-based

Attributable to

Attributable to

Share capital | Share premium Statutory payment Translation Retal.ned owners of the | non-controlling Total
reserve funds reserve earnings .
reserve parent interests
As at Jan 1 2018 (audited) 228,720 4,870,274 37,914,547 0 0 3,209,255 0 0 46,222,796
Net profit for the financial year 0 0 0 0 0 (978,706) 0 0 (978,706)
C_)ther.comprehenswe income for the 0 0 0 0 0 0 0 0 0
financial year (net)
Total comprehensive income 0 0 0 0 0 (978,706) 0 0 (978,706)
Profit allocated to  statutory reserve 0 0 0 0 0 0 0 0 0
funds
Share-based payments 0 0 0 0 0 0 0 0 0
As at Mar 31 2018 228,720 4,870,274 37,914,547 0 0 2,230,549 0 0 45,244,090
Share-based . . Attributable to Attributable to
Share capital | Share premium Statutory payment Translation Retal_ned owners of the | non-controlling Total
reserve funds reserve earnings ;
reserve parent interests

As at Jan 1 2017 (audited) 221,720 4,285,934 25,405,679 627,624 0 11,673,160 0 0 42,214,117
Net profit for the financial year 0 0 0 0 0 (955,454) 0 0 (955,454)
cher _comprehenswe income for the 0 0 0 0 0 0 0 0 0
financial year (net)
Total comprehensive income 0 0 0 0 0 (955,454) 0 0 (955,454)
Profit allocated to statutory reserve 0 0 0 0 0 0 0 0 0
funds
Share-based payments 0 0 0 0 0 0 0 0 0
As at Mar 31 2017 221,720 4,285,934 25,405,679 627,624 0 10,717,704 0 0 41,258,660

uuuuuuu




“41bit

studias

-
¥ studios

Share-based . . Attributable to Attributable to
. . Statutory Translation Retained .
Share capital | Share premium payment - owners of the | non-controlling Total
reserve funds reserve earnings ]
reserve parent interests
As at Jan 1 2017 221,720 4,285,934 25,405,679 627,623 0 11,673,160 0 0 42,214,116
Net profit for the financial year 0 0 0 0 0 3,417,340 0 0 3,417,340
C_)ther‘comprehenswe income for the 0 0 0 0 0 0 0 0 0
financial year (net)
Total comprehensive income 0 0 0 0 0 3,417,340 0 0 3,417,340
er?g; allocated to statutory reserve 0 0 11,881,245 0 0 (11,881,245) 0 0 0
Share-based payments 7,000 584,340 627,623 (627,623) 0 0 0 591,340
As at Dec 31 2017 228,720 4,870,274 37,914,547 0 0 3,209,255 0 0 46,222,796
10
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3.4. INTERIM CONDENSED STEMENT OF CASH FLOWEPLN)

¥ studios

Period ended Period ended
Mar 31 2018 Mar 31 2017
Cash flows from operating activities
Profit for the financial year (978,706) (955,455)
Adjustments:
Depreciation and amortisation 401,931 485,584
Other adjustments (8,886) 8,658
Changes in working capital:
Increase/decrease in trade and other receivables 1,226,547 3,415,250
Increase/decrease in assets held for sale 0 231,759
Increase/decrease in other assets 56,070 248,299
Decrease in trade and other payables (805,741) (1,321,869)
Increase/decrease in deferred income (17,590) (102,188)
Cash provided by operating activities (126,375) 2,010,038
Income tax paid (285,686) (729,579)
Net cash from operating activities (412,061) 1,280,459
Cash flows from investing activities
Payments for property, plant and equipment and intangible assets (1,606,751) (1,807,127)
Net cash from investing activities (1,606,751) (1,807,127)
Cash flows from financing activities
Other cash provided by financing activities 0 606,268
Net cash from financing activities 0 606,268
Net increase in cash and cash equivalents (2,018,812) 79,599
Cash and cash equivalents at beginning of reporting period 28,176,333 29,113,971
Cash and cash equivalents at end of reporting period 26,157,521 29,193,570
H bt 11
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4. NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS OF 1BIT STUDIOS S.A.

4.1. INTERNATIONALFINANCIALREPORTINGSTANDARDS APPLIED BYHE COMPANY

These financial statements have been prepared on a historical cost basis.

The Company maintains accounting records and prepares financial statements in accordance with the International
Financi al Reporting Standards as endorsed by the European Un|j

4.1.1. Statement of compliance

These financial statements have been prepared in compliance with the International Financial Reporting Standards
(0l FRSs¢) as e n dopegars &mdon any relatédeinterpretations issued in the form of the European
Commi ssionds regul ations.

The Company has applied the IFRSs as effective on March 31st 2018. The accounting policies applied to prepare these

financial statements of the Companyfor Q1 2018 are consistent with the policies
year financial statements for 2017, except for the changes described below. The same policies have been applied for

the current and comparative periods.

4.1.2. Amendments to existing standards adopted for the first time in the Company's financial
statements for 2018

The following amendments to existing standards and interpretations issued by the International Accounting Standards
Board (IASB) and endorsed by the EU were adoptedforthe f i r st time in the Companyds finar

9 IFRS 9Financial Instruments &endorsed by the EU on November 22nd 2016 (effective for annual periods beginning
on or after January 1st 2018);

 IFRS 15 Revenue from Contracts with Customers and amendments to IFRS 15: effective date of IFRS 15 &
endorsed by the EU on September 22nd 2016 (effective for annual periods beginning on or after January 1st 2018);

Amendments to IFRS 2 Share-Based Payments: classification and measurements of share -based payment
transactions 0 endorsed by the EU on February 27th 2018 (effective for annual periods beginning on or after
January 1st 2018);

T Amendments to IFRS 4 Insurance Contracts : applying IFRS 9 Financial Instuments with IFRS 4 Insurance
Contracts d endorsed by the EU on November 3rd 2017 (effective for annual periods beginning on or after January
1st 2018 or as of the date of first -time adoption of IFRS 9 Financial Instruments );

f Amendments to IFRS 15 Revenue from Contracts with Customers : clarifications to IFRS 15 Revenue from
Contracts with Customers dendorsed by the EU on October 31st 2017 (effective for annual periods beginning on or
after January 1st 2018);

T Amendments to IAS 40 Investment Property : transfers of investment property & endorsed by the EU on March
14th 2018 (effective for annual periods beginning on or after January 1st 2018);

9 Amendments to IFRS 1 and IAS 28 resulting from Annual Improvements to IFRS Standards 2014 &016 Cycle 9
amendments made as part of the annual IFRS improvements project (IFRS 1, IFRS 12 and IAS 28) primarily to
correct conflicts and clarify wording & endorsed by the EU on February 7th 2018 (amendments to IFRS 1 and IAS 28
are effective for annual periods beginning on or aft er January 1st 2018);

9 IFRIC 22 Foreign Currency Transactions and Advance Consideration Transactions 0 endorsed by the EU on
March 28th 2018 (effective for annual periods beginning on or after January 1st 2018).

The amendments listed above did not have amat er i al i mpact on the Companyds financi e

4.1.3. New standards and amendments to existing standards already issued by the IASB and endorsed
by the EU, but not yet effective

As at the date of authorisation of these financial statements, the  following new standards were issued by the IASB and
endorsed by the EU, but were not yet effective:

9 IFRS 16 Leases & endorsed by the EU on October 31st 2017 (effective for annual periods beginning on or after
January 1st 2019);

9 Amendments to IFRS 9 Financi al Instruments : prepayment features with negative compensation 8 endorsed by
the EU on March 22nd 2018 (effective for annual periods beginning on or after January 1st 2019).

The Company did not opt for early adoption of those new standards or amendments to  existing standards. The Company
estimates that none of those new standards or amendments to existing standards would have had a material impact on
its financial statements had they been applied by the Company as at the reporting date.

Hblt 12

¥ studios



“41bit

sStudias

4.1.2. New standards, inte rpretations and amendments to existing standards issued by the 1ASB, but
not yet endorsed by the EU

There are no major differences between the IFRS as endorsed by the EU and the regulations issued by the International
Accounting Standards Board (IASB), wih the exception of the following new standards, amendments to standards, and
new interpretations, which were not yet endorsed by the EU as at the issue date of these financial statements (the
following effective dates refer to the full versions of respect ive standards):

1 IFRS 14Regulatory Deferral Accounts (effective for annual periods beginning on or after January 1st 2016) dthe
European Commission has decided not to launch the endorsement process of this interim standard until the final
IFRS 14 is issud;

IFRS 17Insurance Contracts (effective for annual periods beginning on or after January 1st 2021);

Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in Associates and Joint

Ventures : sale or contribution of assets between an investor and its associate or joint venture , and further

amendments (the effective date of the amendments has been postponed until research into the equity method is

completed);

1 Amendments to IAS 19 Employee Benefits : plan amendment, curtailment or settle ment (effective for annual
periods beginning on or after January 1st 2019);

1 Amendments to IAS 28 Investments in Associates and Joint Ventures : long-term interests in associates and joint
ventures (effective for annual periods beginning on or after January  1st 2019);

Amendments to various standards resulting from Annual Improvements to IFRS Standards 2015 @017 Cycle o
amendments made as part of the annual IFRS improvements project (IFRS 3, IFRS 11, IAS 12 and IAS 23) primarily to
correct conflicts and clari fy wording (effective for annual periods beginning on or after January 1st 2019);

9 IFRIC 23 Uncertainty over Income Tax Treatments (effective for annual periods beginning on or after January
1st 2019).

= =4

The Company estimates that none of those new standards, amendments to existing standards and interpretation would
have had a material impact on its financial statements had they been applied by the Company as at the reporting date.

The scope of regulations endorsed by the EU still does not include hedge accounting for portfolios of financial assets
and liabilities with respect to which relevant rules have not been endorsed for use in the EU.

The Company estimates that the application of hedge accounting for portfolios of financial assets and liabilities
according to IAS 39 Financial Instruments: recognition and measurement would not have had any material impact on
its financial statements had the standard been endorsed for use as at the reporting date.

4.1.3. Changes to information presented in previous reporting periods, changes in accounting policies
and error corrections

There were no changes to information presented in previous reporting periods, changes in accounting policies or error
corrections.

4.1.4. Changes to estimates presented in previous reporting periods, where they have a material
effect on the reported interim period

There were no material changes to the estimates presented by the company in previous reporting periods that would
have a material impact on the reported interim period.

4.2. MATERIAL ACHIEVEMENTSR FAILURES OF THIEOMPANY IN THE REPORNG PERIOD

The Companyds game devel opment Fostpunkyagamedasinchedin QPC vardiod é Afrib c us e d

24th 2018. The game was released in seven language versions, including Chinese, and is available both in a digital

version and as an expanded physical pack (the rkétingiactivitiesin a n
early 2018 in order to build gamersd and i nd uFsostpugk waseskoivra 6 s

at Pax South in San Antonio (USA) in January. SuccessiveFrostpunk videos (trailers) were made available online,
att racting a large audience. On February 28th, in its Irreversible video, the Company announced that the retail price of
the game would be USD 29.99 (or its equivalent in other currencies) and revealed that Frostpunk would be a game
showing how to rule the so ciety using totalitarian methods. In a video entitled  Serenity, released on March 9th, the
Company announced that Frostpunk would be available starting from April 24th. A campaign that took place in early
April was an important part of generating interest in the productions of 11 bit studios S.A. Fans were allowed to play
This War of Mine on Steam for a few days free of charge and subsequently they could buy the game at a 70% discount.
I'n |ine with the Co mpaWoiMéampaigrergsultednnt sesargeioo the Steanhwash list for Frostpunk.
On April 9th, two weeks before Frostpunk6 s | aunch, t he g awsh lists,aeveral times3nfofe thAGn0 Dhis
War of Mine on its kick-off date. Frostpunké s o ut s wishdisd iperfgrmance combined with very good reviews
published by industry media just before the launch drove excellent sales results. Within 66 hours of its launch, the
Company sold more than 250,000 copies of Frostpunk, sur passing tédvenpgnameds break

Another project in the game d evelopment area, initiated by the Company at the end of 2016, is the establishment of a
second development team, which already had about 20 members at the issue date of these financial statements. It has
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been tasked with creating a game under a working tit le Project 8, to be released after
Project 8 is progressing on schedule. Further information on this product will be presented in subsequent quarters.

Frostpunk. The production of

Being focused on the launch of Frostpunk, the Company limited its activities designed to maintain monetisation of This
War of Mine, as demonstrated by relatively low sales in Q1 2018 compared to previous quarters. In the discussed period,

the Company reported PLN 2,244,586 in revenue vs. PLN 2,871,844 the year before (11 bit studi os S.A. has not

published consolidated financial statements since 2018 because following the disposal of its subsidiary Games Republic
Limited in April 2017, the 11 bit studios S.A. Group ceased to exist). In Q1 2018, operating expenses went up to PLN
3,186,555 from PLN 2,560,230 in the previous year. This increase was not related to the ongoing activities of the

Company but resulted from a significantly higher amount o other expenses. In Q1 2018, the latter went up to PLN

782,387 from PLN 161,877 in the previous year. In the reporting period, the Company donated PLN 648,755 to the War
Child Foundation, which helps child victims of war. In 2017, a similar donation of PLN 485,823 was made in Q2 (the
Company has supported the War Child Foundation for several years by transferring part of its revenue from the sale of
This War of Mine to its accounts). This increase in operating expenses combined with lower revenues resulted in
reporting PLN 797,313 in operating loss in Q1 2018. In the previous year, the Company generated an operating profit of
PLN 465,100. The net result for the first three months of the current year was also brought down by finance costs of

PLN 205, 157, driven by unfavourabl e devel opment s

(appr eci ati on of the Polish zgoty) and the need
foreign currencies). In the previous year, finance costs amounted to PLN 1,251,032. At the net profit (loss) level, 11 bit
studios S.A. reported a net loss of PLN 978,706 in Q1 2018 vs. a net loss of PLN 955,455 the year before.

t o reme

The relatively low net loss in Q1 2018 did not affect the financial condition of the Company. As at the end of March
2018, 11 bit studios S.A. had PLN 26,157,521 in cash in its bank accounts. The balance at the end of 2017 was PLN

28,176, 332. The Company also had PLN 3,
(PLN 3,053,534 as at December 31st 2017).

071,819

invest e

With respect to publishing (the 11 bit publishing division), in Q1 2018 the Company was preparing for the launches of
Moonlighter, a game produced by the Spain-based Digital Sun studio, and Children of Morta from the American and
Iranian studio Dead Mage, both scheduled for this year. The former will be available for sale on May 29th 2018.
Moonlighter , which attracts a lot of attention from gamers and industry media, will be available for PCs, PS4 and Xbox
One on the release day. A version for Nintendo Swit ch is planned a few months later. The release date of Children of
Morta will be announced later. On its launch date, the game will be available in versions for PCs, PS4 and Xbox One.

4.3. ReEVENUE(PLN)

(from

asur e

d in

Analysis of the Companyds rgpamiodue generated in the reportin
Period ended Mar| Period ended Mar
312018 31 2017
Revenue 2,244,586 2,871,844
The decline in the Companyds revenue in Q1 2018 in rel

still driven mainly by the sales of This War of Mine, launched in a PC version in autumn 2014. Owing to a range of
measures taken by 11 bit studios S.A. to support the demand for TWoM (releases of add-ons, including paid ones,
preparation of new language versions, expansion of the distribution network etc.), the life and monetisation cycle of
this game is being successfully extended, but a gradual decline in sales should be expected. A Iso, the year -on-year drop
in revenue reported by the Company in Q1 2018 resulted partly from the decision to suspend promotional and sales
campaigns in that period. Promotional and sales activities have a significant impact on the sales volumes of games,
especially those already present on the market for a long time. The decision was dictated by the focus on the launch of
Frostpunk on April 24th 2018, which turned out to be a huge commercial success. In the following quarters, 11 bit
studios S.A. intends to resume its activity to support the continued monetisation of TWoM

4.3.1. Revenue from main products and services

In the reporting period, al most all of

t h e -losmgeactoyed gamese v e n U €

and third -party games released by the Company as part of the 11 bit publishing service. Other income (mainly grants)

represented 6.05% of the Companyds total

4.3.2. Geographical information (PLN)

revenu

e in Q1

The Company operates in five main geographical areas: Poland, its home market, t he European Union, the US, China

and other countries (including Canada, Japan, Korea, Brazil, and Australia).

The Companyds revenue from sales to thi
assets broken down by asset location are presented below:

rd parti
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Revenue from third parties Norrcurrent assets

Period ended Mar| Period ended Mar 4

31 2018 31 2017 As at Mar 31 2018 As at Dec 31 201
Poland 142,151 39,679 18,326,786 17,173,693
European Union 269,995 165,295 0 0
us 1,718,237 2,133,898 0 0
China 82,395 375,959 0 0
Other 31,808 157,013 0 0

Total 2,244,586 2,871,844 18,326,786 17,173,693

4.3.3. Major clients

Revenue from the sale of computer games of PLN 2,244,586 includes PLN 1,839,593 in revenue from the sale of the

Companyds products Vvia

distribution platforms.

4.3.4. Operating segments

St eam

(Val ve

Corporation),

The Companyds
does not identify any operating segments.

4.4. FINANCE INCOMEPLN)

busi nesacusédwon theopmodugtiemod cosputarrgamed. Therefore, the Company

Period ended Mar| Period ended Mar
312018 31 2017
Interest income:
Bank deposits 68,569 22,993
Gains on remeasurement of financial assets 18,285 0
Net foreign exchange gains (losses), including:
a) Cash 0 0
b) Loans and receivables 0 2,561
c) Liabilities 0 0
Total 86,853 25,554
4.5. FINANCE COST$PLN)
Period ended Mar| Period ended Mar
31 2018 31 2017
Other interest expense
a) Interest on public charges 565 168
Net foreign exchange gains (losses), including:
a) Cash 158,897 1,170,785
b) Loans and receivables 46,165 86,828
c) Liabilities measured at amortised cost (469) (6,749)
Total 205,157 1,251,032
4.6. OTHER INCOME AND EXSES(PLN)
4.6.1. Otherincome
Period ended Mar| Period ended Mar
312018, 31 2017
Grants received 141,172 102,188
Awards received 0 48,457
Other income drechargeable to the subsidiary Games Republic 0 1,344
Other 3,485 1,497
Total 144,657 153,486
E bt 15
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4.6.2. Other expenses
Period ended Mar| Period ended Mar
312018 31 2017

Impairment losses recognised on:
Trade receivables 0 0
Other expenses:
Donations given 648,755 0
Other expenses by nature 133,631 161,877
Total 782,387 161,877

The main item of other expenses in Q1 2018 was a donation to the War Child Foundation, which helps child victims of
war. In the reporting period, the Company donated PLN 648,755 for this purpose. In 2017, a similar donation of PLN
485,823 was made in Q2 (the Company has supported the War Child Foundation for several years by transferring part of
its revenue from the sale of This War of Mine to its accounts). Other expenses by nature include business travel
expenses, cost of advertising and insurance. They amounted to PLN 133,631 in the reporting period vs. PLN 161,877 in

the same period of 2017.

4.7. INCOME TAX RELATING@ CONTINUING OPERA(DiNS(PLN)
4.7.1. Income tax recognised in profit or loss
Period ended Mar| Period ended Mar
312018 31 2017
Current income tax:
Attributable to current year 0 117,035
Deferred income tax:
Attributable to current year 63,089 78,042
Tax expense recognised in current year on continuing operations 63,089 195,077

With respect to income tax, the Company is bound by laws and regulations of general application. The Company is not a
tax group, neither does it conduct any operations in Special Economic Zones, which would entail the applicability of

di fferent rules for calculating taxes mmadyecbuhtiag ybay coibcliewitlCco mpany
the calendar year.
Reconciliation of the Company®ds tax and accounting profit
Period ended Mar| Period ended Mar
312018 31 2017
Profit (loss) before tax from continuing operations (915,617) (760,378)
Income tax expense at the 19% rate (2014: 19%) (173,967) (144,472)
Tax effect of income which is not classified as income for tax purposes 0 (194)
Tax effect of income which is classified as income for tax purposes (4,569) 487
Tax effect of costs which are not deductible for tax purposes 127,848 28,298
Tax effect of costs which are deductible for tax purposes (84,746) (597,172)
Other changes dreconciliation of income tax in connection with the reported loss 135,435 830,088
Total 0 (117,035)

The tax rate applied in the above reconciliation in 2018 and 2017 is 19%, and it is the corporate income tax rate

applicable in Poland in accordance with the tax laws.

4.7.2. Current tax asset and liability

As at Mar 31 2018

As at Mar 31 2017

Current tax asset:

Tax refund receivable (612,810) (330,798)
Current tax liability 0 0
Income tax to be paid/refunded (612,810) (330,798)

4.8. PROPERTY PLANT AND EQUIPMENTPLN)

Carrying amount:
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As at Mar 31 2018 As at Dec 31 2017
Buildings and structures 297,797 300,264
Plant and equipment 134,625 149,971
Vehicles 310,606 338,541
Other property, plant and equipment 23,418 25,556
Total 766,446 814,332
Gross carrying amount
. Other property,
Buildings and Pla_mt and Vehicles plant and Total
structures equipment .
equipment
As at Jan 1 2018 326,849 576,200 558,705 262,161 1,723,915
Increase 5,820 41,300 0 0 47,120
Decrease 0 0 0 0 0
As at Mar 31 2018 332,669 617,501 558,705 262,161 1,771,035
Accumulated depreciation and impairment
. Other property,
Buildings and PIa}nt and Vehicles plant and Total
structures equipment .
equipment
As at Jan 1 2018 26,585 426,229 220,164 236,605 909,583
Depreciation charges 8,287 56,647 27,935 2,138 95,007
As at Mar 31 2018 34,872 482,876 248,099 238,743 1,004,590
Comparative data for the period from January 1st to December 31st 2017
Gross carrying amount
o Other property,
Buildings and Pla_mt and Vehicles plant and Total
structures equipment .
equipment
As at Jan 1 2017 224,647 346,103 558,705 202,552 1,332,007
Increase 102,202 230,097 0 59,609 391,908
Decrease 0 0 0 0 0
As at Dec 31 2017 326,849 576,200 558,705 262,161 1,723,915
Accumulated depreciation and impairment
o Other property,
Buildings and Plant and Vehicles plant and Total
structures equipment .
equipment
As at Jan 1 2017 0 252,448 108,423 191,597 552,467
Depreciation charges 26,585 173,781 111,741 45,009 357,115
As at Dec 31 2017 26,585 426,229 220,164 236,605 909,583

In Q1 2018, the Company purchased plant and equipment for PLN 41,300. Further, the Company spent PLN 5,820 to

retrofit and co

nvert

items of property, plant and equipment.

t he
purchase plant and equipment, PLN 102,202 to retrofit and convert its

Companyds

head
office at ul. Brechta 7, and PLN 59,609 on other

of fice

at ul

The depreciation of property, plant and equipment in Q1 2018 added up to PLN 95,007. In 2017, the amount was PLN

357,117.

No impairment of property, plant and equipme nt was identified either in Q1 2018 or in 2017.

The Company did not recognise any impairment losses on property, plant and equipment either in Q1 2018 or in 2017.

4.9.

INTANGIBLE ASSETS

There were no research and development costs that did not meet the criteria

the reporting period or in the comparative period.

Useful lives of intangible assets used to calculate amortisation:

to be capitalised on initial recognition in
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